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Therefore It is highly improbable that all fluctuations sither in investment itself or in the
marginal efficiency of capital will be of a cyclical charactor. (P.314)
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We do not merely mean by a cyclical movement that upward and downwarl tendencics, orce
started, do not persist for ever in the same direction but are ult mately reversed. (P.314)
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It is of the nature of organized invcstment markets, under the influence of wcaowvooa.m largely
ﬁnoupu* of what they are buying and of sp-culators who are more concernecd w th forec sting
the next shift of market sentiment than with a reasonable ¢stimate of the future y'eld of
capital-rssets, that when disillusion falls upor an over owSu:mSo and oqon.wosmw« mar ets, it
should fall with sudden ad even catastrophic force. (P.315) .
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The basis for such expcetations is very precariéus. Being "based on shifting and u-reliable

they are subjects to sudden and violent change, (P.315)
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It is not so easy to revive the marg mal efficiency of capital, determined, as it is, by the
uncontrollable and disobediernt psychology of the business worll, It is the retur: of cor-

fidence, which is so insusceptible to control in an economy of individualistic capitalism (P.317)
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Moreoven. the reduction in #o?:u oww.»sr which is necessarly attendant oa the decline 8
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downward direction. (P.318)
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In the earliest phase of a typ° o&. slvmp there will probably vo an investment in increasing
stocks whieh helps to offset disinves'm t in ﬁou.r:um capital: in the next phase there may be a
short pericd cf disinvestment both in : tocks and E working oaw;u& after the lowest paint has
been passed »rmuo is rrm:, to be.a further disinvestment in stocks which partially offsets

reinvestment in ﬂoafu?oawa& and finally after the recovery in well on its way, both factors
3: vo simultaneously mp<onp§o to investment. (P 318)
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L ﬁL&Tanqaao4o FATERP TEPERRET LYEFIRT FHERETIOES T
T FTT LT ERRET T 4&%& REDETHAT PEAIRTT SEFS ST
x .Wﬂﬂﬂﬂ oﬂ..m. Erg EHRIREE &PF MHeddT SUSUERTF ZZded o
BoT wHdTRT WRETT HEXET SESSHERTT vV SRYEET £S5F T
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W th a “stock-mirel” public as in the United States today, a rising stock markct may be an
almost essent al conditiors of a satisfactory propemsity to consume anl this circumstance obvi-
ously serves to aggregate still further the depressing effect of a decline in the marginal efficie-

ncy of capital. (P.319)"
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Whilst for the reasons given :wog the slump can'not be prevented by a low rate of intercst,
nevertheless the boom can be :49&@@ .cw a high rate of interest. P.326 FHER"
EXE SHEEITITY REET AJTTEC CEIEET BRY PEIRTETE 57 A
P TydEFEd ERwIT 0@%&%% FTE P d EEN KHT FP RIT
TRT 54 | T GEEEJUTT TERT aﬁau&wq.wa+ S e mure SELE
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N ek ERE FECTTTR KEXRES . EEeT AT R pﬂ%}% Eite BE
Brcas BRETTT ¥ REFT. EETTATD
W :
T EARREFY TENT FTTH bom 7F HBEF RETET MSET EETLE
Xur.c HFEEFRT T - | ,, ,
‘A beom is a situatio in which over-op timism #.EBHLE over & uu&o of interest which, in a
cooler light, would be :een to be excessive (P.322)
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sume ﬁwm:.. of ‘course, result in a fluctuation in cmployment (P.314)

wpEIF v TREEdiT 1y FEAR heom TT Reva  GEERT SIS %
g (orer investment)T WHTEFE THPEH EHET  THRTTO (P.370)
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The term overinvestment is ambiguous. Tt may refer to investments which are destined to

disappoint the expectations which prompted them or for which there is no usein conditions of

severe unem, loyment, or it may indicate & state of affaires where every kind of opwmwﬁ goods

is s0 pdcbm,www .ipm.n there is no new investment to earn in .Sum course of its life more than its

replacement cost. (P.321D
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Thus the remedy for the bocm is not & higher rate of interest, but a lower rate of interest{

Tor that may enable the so-called boom to Jast. the right remedy for the trade cycle is not

to be fcund in akolishing booms, and thus keeping us .wmanumbS.w in a semi slump; but in

abolishing slumps and thus keeping us permanently in a quasi-boom. (P.322) - - |
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Practicslly Tonly differ from these sch ols of thought in th'nking that they may lay & little

too much cmphasis on incressed consumption at a time when there is still much social advan-

tage Lo be obtaiued from increased nvestment, (P.325)
Theoritically, however, they are open to the criticism of neglecting the fact that there

are t00 ways to expand output. (P.325)
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But at present 55 evidence is, I think, m+noum that ¢ ke n..mpw majerity of ﬁw-aumrpmm would

wu.mman iucreased income to inceased leisure. (P.326)
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It is, I think, arguable that a more advantagcous average state of expectation might result
from a banking policy which always sniffed in the bud an incipient toom by a rate of interest

high ouo:.mw to deter even the most misguided optimists. The disappointment of expectation,
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o#pnponoummnwo of the slump, may leal to so much loss and waste that the average level of use-
ful investment might be higher if a deterent is appled. (P.327) Ny
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ISZ=% (The austere view, which have no foundation at all apart from confusion of mind) 3% &
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Tho rising prices is not essentially due to the increse in investment It is due to the fact that
in the short periol supply price usually inceases with increasing output. on account either of
the pyseal fact of diminishing return or of the .ﬁmumm.ucw.o». the cost-unit to rise in terms of

money when output increase. .Qv.wwmv.
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No one has a legitimate vested interest in being able-to buy at prices which are -only low

because oz.m,HEw is low. (P.328)
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If the conditions were those of constant supply price, thcre woull, of course, be no rise of

prices (P.328)
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But a theory which assumes constant output is obviously not very serviceable for explain’ng

the trade cycle. (P.329)
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If current costs of production are thought to be higher than they will be later on, that will

be a further reason for a fall in the marginal efficiency of cap:tal. (P.317)
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