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A Tale of Two Depressions: June 2009 Update
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Advisor Perspectives welcomes guest contributions. The views presented here do not
necessatrily represent those of Advisor Perspectives.

This is an update of the authors' 6 April
2009 column comparing today's global
crisis to the Great Depression. World
industrial production, trade, and stock
markets are diving faster now than
during 1929-30. Fortunately, the policy
response to date is much better. The
update shows that trade and stock
. markets have shown some
Barry Eichenge improvement without reversing the _
overall conclusion -- today's crisis is at Kevin H. O'Rourke
least as bad as the Great Depression.

Editor’s note: The 6 April 2009 Vox column by Barry Eichengreen and Kevin O’Rourke
shattered all Vox readership records, with 30,000 views in less than 48 hours and over
100,000 within the week. The authors will update the charts as new data emerges; this
updated column is the first, presenting monthly data up to April 2009. (The updates and
much more will eventually appear in a paper the authors are writing a paper for
Economic Policy.)

New findings:

* World industrial production continues to track closely the 1930s fall, with no clear
signs of ‘green shoots’.

« World stock markets have rebounded a bit since March, and world trade has
stabilized, but these are still following paths far below the ones they followed in
the Great Depression.

* There are new charts for individual nations’ industrial output. The big-4 EU
nations divide north-south; today’s German and British industrial output are
closely tracking their rate of fall in the 1930s, while Italy and France are doing
much worse.
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* The North Americans (US & Canada) continue to see their industrial output fall
approximately in line with what happened in the 1929 crisis, with no clear signs of
a turn around.

e Japan’s industrial output in February was 25 percentage points lower than at the
equivalent stage in the Great Depression. There was however a sharp rebound
in March.

The facts for Chile, Belgium, Czechoslovakia, Poland and Sweden are displayed below;
note the rebound in Eastern Europe.

Updated Figure 1. World Industrial Output, Now vs Then (updated)
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Updated Figure 2. World Stock Markets, Now vs Then (updated)
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Updated Figure 3. The Volume of World Trade, Now vs Then (updated)
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Updated Figure 4. Central Bank Discount Rates, Now vs Then (7 country average)
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New Figure 5. Industrial output, four big Europeans, then and now
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New Figure 6. Industrial output, four Non-Europeans, then and now.

110 1

100

a0

80

70

il

504

40

130 1

120

110 4

100

o0 4

20

T

ili]

© Copyright 2009, Advisor Perspectives, Inc. All rights reserved.

Canada

Monthssinee peak

—— hmpe 1920=100 —— tpril 2003= 100

n 15 20 25 30 I5 40 45 A
Monthssinee peak
— hme 1929=100 —— Jpril 2003= 100
Japan
n 15 20 25 30 I5 40 45 A

1104

100 1

o0 4

20

70

Gl

Chile

1104

100 4

o0

&0

70+

il

A0

10 15 o 25 W35 40 45 50
lanths since peak

—— e 1920=100 —— Aprl 2008=100

UsA

40

10 15 o 25 W35 40 45 50
lanths since peak

—— e 1920=100 —— Aprl 2008=100




ADVISOR

New Figure 7: Industrial output, four small Europeans, then and now.
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