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Is it all just a bunch of bull?
 

I've been saving an article in what I consider my "article catalog"

since it was published in The Guardian on November 6th. It's by
Professor Robert Shiller, Professor of Economics at Yale University.
As you'd expect from someone like this, it is a smartly written article.
 
Just before he wrote this article, Professor Shiller was one of 3
recipients of this year's Nobel Memorial Prize in Economic Sciences.
 
What this article is not is another "5 stocks for the next 30 Days" or

"3 easy steps to picking stock market winners", which is probably

why it got only 235 shares on Twitter (as of 11.29.13), in spite of
being one of my favorites for all of 2013.
 
It is in defense of economics as a science. You see, a lot of people
scoff at economics and by extension, economists, as glorified
fortune tellers.
 
From the article: "One problem with economics is that it is necessarily
focused on policy, rather than discovery of fundamentals. The
problem is that once we focus on economic policy, much that is not
science comes into play."
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Back to Mitch: It's hard for Economics to compete with other
sciences because the other ones have such absolutes. Economics
does have the law of supply and demand, but so many external
factors come into play, that it is almost never that simple.
 
In the real economy, we have to rely on people; that the package
delivery driver will drive safely, that the airline mechanic will not
become complacent, that CEO's won't use accounting gimmickry,
that people won't change their minds, have limiting beliefs, and so on.
Both our reliance and our risk in the study of economics is that it is
based on everyone correctly playing their part. Good luck with that.
But that shouldn't make it any less a science than, let's say,
psychology, physics, or chemistry.
 
I'll borrow a phrase from the philosophers; economics isn't supposed
to tell us what to think, but rather how to think. That leaves room for
interpretation. In the real world, what makes it a science is:
 
1.  The methodical collection of statistics, the more in real time the
better, to help us make the best capital allocation decisions based on
the information we have up to now, and to be flexible in our thinking
when the statistics change. 
 
2.  Every new statistic is added to our collective repertoire, which
then adds to our ability to quantitatively compute with mathematical
formulas the consequences of our actions today into the future. 
 
That's not a bunch of bull.
 
Source: http://www.theguardian.com/business/economics-
blog/2013/nov/06/is-economics-a-science-robert-shiller 

 
Regards,
Mitch 
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making any particular investment decision. You should consult w ith your tax advisor regarding your specif ic situation.
 

 

 
Mitchell O. Goldberg, AAMS, President | Investment Professional
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