April 20, 1939

¥hat are the progpecta for continued recovery
in 1850 and 1940% How soon may we expect the national
income %o resch a level of $80 billion a year? What are
the thrests %o continued recovery?
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1. The outlook for 1939 is for moderately
Amproving business,

2, Two views were expressed on the outlock
for 1940,

{(a) A majority expressed the view that

8 business deeline would develop in the second
or third quarter of 1840,

(b) A minority expressed the view that

thers would be continued businees improvement
in 1840,

3, In the opinion of the majority the
inadequaoy of the 1030 recovery and the probability of
a decline in 1040 jJustify a progran of sction by the
Government,

4. The more optimlaetic minority opinion d4id
not envisage encugh improvement during 1240 %o reach
& national inoome of wore than §72-.73 billlon,

The majority expressed the view thet the rate of national
income in 1940 would not reach the 1937 level whish was
§70 billlonm,
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6. The national inoome will not reach a level
of $80 billion 2 year in 1940 and there le very little
prospect that it will resch such a level in 18941 even
aspuning a moderate price rise, The eerliest year in
which there is a real possibility of attalning
a $20 billion national income, assuming & continued
recovery, 1s 104243,

6, Factors whlch will promote recovery during
ensuing months of 1939 include: (a) the cwrrent high
level of consumption relative to production, (b) continued
sxpansion of the bullding industry, (e¢) the Uovernment's
inoreasing contributlion to general purchasing power, and
(4) the expansion of installment credit,

7. In the majority view, thraats to continued
recovery in 1940 include: (a) sharp curtailment of the
Government contribution to general purchasing power,

{(b) too rapid price advances especially in bullding materisl
and labor, (e¢) a sharp increase in private savings as com-
pared with consumption expenditures, and, as a result,

(¢) an inadequate volume of private eapital expenditures,

In the minerity view, the present high level
of gonswsption will pull production and employment up to
comparable levels, and fresh impetus will be given the
recovery wovemsnt ln 1940 by oapital goods expansion and
by replenishment of inventories,
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