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FIGURE 1 
CHANGES IN EXCHANGE RATES AND INDUSTRIAL PRODUCTION, 1929-1935 

plotted along the horizontal axis, is expressed as the gold price of 
domestic currency in 1935 as a percentage of the 1929 parity; a value of 
100 for France indicates no depreciation, while a value of 59 for the 
United Kingdom indicates a 41 percent depreciation. The change in 
industrial production, plotted along the vertical axis, is the ratio of 
production in 1935 to 1929 multiplied by 100. 

There is a clear negative relationship between the height of the 
exchange rate and the extent of recovery from the Depression. The 
countries of the Gold Bloc, represented here by France, the Nether- 
lands, and Belgium, had by 1935 failed to recover to 1929 levels of 
industrial production. Countries which devalued at an early date (the 
United Kingdom, Denmark, and the Scandinavian countries) grew 
much more rapidly; and there appears to be a positive relationship 
between the magnitude of depreciation and the rate of growth. Germany 

different implications for the characteristics of both the downturn and the recovery. We did no 
experimentation with different samples of countries but intend to increase the size of the sample in 
future work. 
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