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R ev iew  o f  the M on th

District business activity declined in September and, 
with further contraction indicated during October, is 
moderately below the post-depression peak reached last 
spring. At that time considerable advance buying had 
been stimulated by price increases and industrial and trade 
activity had risen to unusually high levels. In recent 
months orders have tapered off and output of important 
manufactured commodities, particularly building mate
rials, has been adjusted downward in conformity with 
declines in sales. Reflecting these changes, the number of 
factory employees in California, which was the highest 
on record last spring, has decreased since June and in 
mid-September was lower than at any time since Febru
ary, after allowance for seasonal changes. Crop produc
tion estimates were increased again on October 1 and, 
despite recent declines in prices of farm products, agri
cultural income continues to exceed that of last season. 
Declines in stock prices during September and early Octo
ber were accompanied by some liquidation of loans for the 
purpose of carrying securities.

I n d u s t r y

Output of lumber during September receded slightly 
further owing to reduced demand from the building 
industry and a continued decline in volume of unfilled 
orders. On September 30 unfilled orders held by mills 
in the three principal producing areas approximated 626 
million feet, or little more than two weeks’ production at 
the reduced September rate of output. Mill stocks, on 
the other hand, have advanced sharply during recent 
months and at the end of September were higher than 
at any time in recent years. Prices for lumber at the mill 
have decreased slightly since last July, but comparatively 
little of the marked advance in prices from mid-1936 to 
April 1937 has been canceled by recent declines.

A decided reduction in orders for steel products has 
been reported in recent weeks, entirely as a result of a 
decline in demand for construction steel. Demand for 
other types of steel, however, remained better than in 
September 1936. As in the lumber industry, unfilled 
orders are appreciably lower than last spring.

Cement production was slightly higher in the first nine 
months this year than last. The greater part of the year- 
period increase occurred during January and February, 
and output in subsequent months was about the same as 
in 1936. Inventories, although moderately above 1936 
levels, have remained unchanged since early spring.

A recent slackening in demand for copper accom
panied by declining prices resulted in decreases in the 
production schedules of several large mining companies 
during October, with reductions in number of wage earn
ers also scheduled. Mine and smelter activity has been at

a high level since last fall and in recent months has ex
ceeded that in any month since 1929.

Orders received by furniture manufacturers, which 
were at comparatively high levels earlier in the year, 
declined during September. Production was well main
tained, however, with the result that unfilled orders are 
somewhat lower than a year ago, and inventories are at 
least as large as in September 1936. The recent reduction 
in new orders was accompanied by a sharp decline in 
retail furniture trade during September to levels only 
2 percent higher than a year ago.

Output of automobile tires is reported to have been at 
a lower rate during August and September than in spring 
months. Some accumulation of inventories along with 
reductions in sales is also reported to have taken place
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during recent months. Operations at automobile assembly 
plants were seasonally sl^ck during September prior to 
the production of new models.

Production of wheat flour during the first nine months 
of 1937 was the same as in the corresponding 1936 period, 
and inventories averaged about the same. Demand for 
flour has declined within recent weeks and prices, which 
have heretofore exceeded those of 1936 by considerable 
margins, declined in September to levels ranging from
2 to 15 percent below September 1936 levels. The number 
of meat animals slaughtered in September was somewhat 
lower than in August and also lower than in September
1936. A downward tendency in meat packing has been 
reported since the beginning of this year. Output of meat 
products during the first quarter of 1937 was 9 percent 
larger than in the first quarter last year, 6 percent larger 
during the second quarter, and unchanged during the 
third quarter. This decline in production has taken place 
while retail and wholesale prices of meats were advancing 
sharply. Retail meat prices in this district have not ad
vanced as sharply as in the United States generally, but
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during September 1937 the average price of meat at retail 
in Pacific Coast states was about 12 percent higher than 
a year ago.

In certain other manufacturing industries production 
was maintained through September at a high rate. De
mand for petroleum products has been expanding steadily 
this year and has been reflected in higher production of 
both crude and refined oils. In September, daily average 
output of crude oil in California was higher than in any 
month since February 1930. Furthermore, stocks of 
gasoline-bearing crudes have declined almost continu
ously since mid-1936 and gasoline inventories, which 
were moderately higher during the first half of 1937 than 
in the corresponding 1936 period, have also declined 
owing to increased rate of consumption in the United 
States as a whole. A  further advance in production of 
crude is indicated for October by the Bureau of Mines' 
recommendation for an increase of 21,800 barrels per 
day in the California quota.

The aircraft manufacturing industry continues to op
erate at capacity and manufacturers have substantial un
filled orders on hand. Activity in the motion picture 
industry was near capacity levels during September, with 
employment running about 25 percent higher than a 
year ago.

Residential building activity, as measured by value of 
permits issued in 18 district cities, receded further in Sep
tember. This bank’s seasonally adjusted index declined 
for the fifth successive month to 27 percent of the 1923- 
1925 average, compared with a recent high of 45 percent 
last April. Contract awards for other types of private 
building increased moderately in September, however, 
owing in large part to plant expansion in manufacturing 
industries such as pulp, motion pictures, and petroleum 
refining, which have been operating at high levels. In the 
first nine months of this year the value of engineering 
contracts awarded for construction of additional plant 
facilities in the three specified industries and in aircraft 
manufacture exceeded 13 million dollars and was about 
two thirds of the value of all manufacturing plants con
tracted for. Value of awards for public buildings, which 
fluctuates markedly from month to month, increased 
slightly in September, but was approximately 66 percent 
lower than the January-August monthly average.

T rade

Department stores in the district as a whole reported 
increased trade during September, but the advance was 
considerably less than seasonal and the adjusted index 
of department store sales declined 4 points to 94 percent 
of the 1923-1925 average. In California, the value of 
daily average sales declined slightly to a level somewhat 
lower than that of September 1936, principally as a result 
of sharply contracting sales in Los Angeles. In most other 
parts of the district sales increased less than is customary 
in September. Value of furniture store sales also declined, 
and this bank’s seasonally adjusted index dropped sharply 
to the lowest point of the year. In contrast with depart
ment store sales which have displayed little month-to- 
month change since last winter, sales of furniture dealers 
have increased almost continuously during recent months, 
and notwithstanding the unseasonal decline in September, 
sales were slightly higher in value than in September 1936.

Sales of district wholesalers were considerably larger

in value during the first six months of 1937 than in the 
corresponding months a year ago. Particularly large 
gains were reported by firms dependent for a market 
largely upon the building industry. Hardware, plumbing 
and heating equipment, and electrical goods sales were 
approximately 20 percent higher in value than in the 1936 
period, and other lines reported substantial gains. More 
recently, however, considerable reduction in trade has 
occurred. Aggregate sales of firms supplying the building 
industry during the three months ending with September 
were only 4 percent larger than in the 1936 third quarter, 
while wholesalers of automobile supplies and drugs re
ported smaller margins of increase. Dry goods sales have 
also declined since spring and in September were about 
the same as a year ago.

A g r ic u l t u r e

Estimates of the output of most district crops, which 
have been pointing towards unusually large yields, were 
again revised upward as harvesting progressed during 
September and early October. Prices paid farmers for 
their products declined somewhat during the period and 
these reductions will result in less favorable year-period 
comparisons in cash farm receipts during the final quar
ter of 1937 than were recorded in the first nine months 
of the year. Current marketings are being restricted by 
the tendency of farmers to hold their products in the hope 
of receiving better prices later in the season.

With the 1936-1937 citrus year almost completed, pre
liminary reports indicate that the gross returns to orange 
growers will approximate those received in the previous 
season. Out-of-state shipments of oranges were over
25 percent smaller than in the 1935-1936 season but prices 
averaged 35 percent higher. In small sections where frost 
damage was severe last winter income has been markedly 
reduced despite the comparatively high prices. Expendi
tures on fuel and labor to heat orchards last winter were 
larger than usual. This addition to production costs was 
offset to some extent, however, by lower aggregate har
vesting and shipping expenses resulting from the smaller 
volume of fruit marketed. The lemon crop was reduced 
by cold weather last January, and out-of-state shipments 
were 20 percent smaller than in the year ending Novem
ber 1, 1936. Prices paid growers averaged only 2 percent 
above the comparatively high levels last season and, as

Production and Employment—
Index numbers, 1923-1925

average=100 With Without
Seasonal Seasonal

r~ Adjustment-N /—Adjustment ->
r— 1937— v 1936 — 1937—N 1936

Industrial Production Sept. Aug. Sept. Sept. Aug. Sept.
Manufactures (physical volume)

Lumber ........................................ 86 87 83 98 103 94
Refined Oils* .............................. — — — 177 167 159
Cement* ...................................... — — — — 122 126
Meat* .......................................... 114 117 117 — — —
Wheat Flour* ............................ 114 119 107 136 119 128

Minerals (physical volume)
Petroleum* .................................. — — — 104 102 88
Lead (U. S . ) * î .......................... — 82 60 — 79 57

Construction (value)
Urban residential building per

mits in 18 cities*...................... 27 29 31 31 29 35
Public Works Contracts*.......... — — — 158 212 161

Miscellaneous
Electric Power Production*.. .. 208 206 191 218 226 200

*Daily average. $Prepared by Board of Governors of the Federal Reserve
System.

Note: Series on employment and pay rolls, usually published in this table, 
are in process of revision.
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a result, total farm income from lemons declined mod
erately.

The first production estimates of the 1937-1938 Navel 
orange and grapefruit crops, which will begin moving to 
market in volume in the next few weeks, indicate that 
production of each will be about 10 percent larger than 
last season. Estimates of the 1938 lemon and Valencia 
orange crops are not yet available.

Estimates of deciduous fruit production on October 1 
were higher than a month earlier, although warm weather 
in the Pacific Northwest stimulated insect damage, 
hastened the maturity of fruits, and delayed the coloring 
of apples. Unless apple market conditions improve, trade 
reports indicate that a substantial amount of lower grade 
apples will not be harvested. Production estimates of the 
California grape crop were again increased October 1 
as harvesting progressed further, and total tonnage is 
now expected to be exceeded only by the 1927 and 1928 
crops. Total auction sales of grapes in eastern and mid- 
western markets for the season through October 16 were 
5 percent larger in volume and 3 percent larger in value 
than through the same period last season. California 
wineries were active during September and October 
crushing grapes purchased at prices above those paid in
1936. The present outlook for raisin grapes appears 
favorable. Carryover supplies of old crop raisins are 
smaller than in several years and demand for this year’s 
large crop has been good. Declines in estimates of prunes 
produced for drying in the Pacific Northwest were more 
than offset by increases in California, and forecasts of 
total district production increased almost 9,000 tons dur
ing September to 247,200 tons on October 1. Production 
last year was 184,300 tons and during the five years 1928 
through 1932 averaged 226,100 tons. Wholesale prices of 
prunes in mid-October were about 25 percent below those 
of a year earlier. Harvesting of the record-size almond 
and walnut crops was largely completed by mid-October. 
Opening wholesale prices for almonds averaged approxi
mately 30 percent below last year while walnut prices 
opened about 13 percent lower than in 1936.

Distribution and Trade—
Index numbers, 1923-1925 

average=100

Retail Trade
Department Store Sales (value)*

Twelfth District..........................
California ....................................

Los Angeles..............................
Bay Region..............................
San Francisco..........................
Oakland ..................................

Pacific Northwest......................
Seattle......................................
Spokane ....................................

Salt Lake C ity ............................
Department Store Stocks (value) f 
Furniture Store Sales (value)*$ ..
Automobile Sales (number)*

Total ............................................
Passenger ................................
Commercial ............................

Carloadings (number)*
Total ........ _................ ......................

Merchandise and Misc................
Other ..........................................

Intercoastal Traffic (volume)
Total ................................................

Eastbound ..................................
Westbound ..................................

*Daily average. fAt end of month. $1929 average=100.

With Without
Seasonal Seasonal

r~ Adjustment— t—Adjustment—*
/— 1937— s 1936 t— 1937— y 1936
Sept. Aug. Sept. Sept. Aug. Sept.

94 98 94 97 94 97
99 105 99 101 103 101
92 102 94 96 101 98

105 109 104 106 107 105
102 108 101 104 104 103
114 114 112 110 121 108
74 75 74 83 68 83
83 90 83 90 82 90
58 62 60 64 58 66
81 81 79 84 64 82
74 72 66 74 70 61
82 97 81 87 100 86
__ __ ___ 119 140 114
— — — 107 130 101
— — — 249 252 246

90 89 86 105 104 101
104 96 98 125 112 118
72 82 72 81 94 80

65 73 76 66 76 78
56 57 61 58 60 63
93 127 127 94 130 128

Livestock ranges were reported to be in better than 
average condition on October 1, although winter range 
prospects in Arizona are poor because of deficient rain
fall. Stimulated by current high prices, livestock market
ing has been active in recent months. Shipments of late 
lambs out of the Pacific Northwest were heavier than a 
year ago and the proportion of fat lambs was high. The 
number of cattle and lambs to be fed for market in the 
Twelfth District this year is expected to be considerably 
smaller than in the winter and spring of 1936-1937.

C redit

Earning assets of reporting city banks increased mod
erately further during the four weeks ending October 20, 
largely reflecting an expansion in investments. In con
trast with declines earlier this year, holdings of United 
States Government obligations increased during the 
period. There was no material change in holdings of 
corporate, state, county, and municipal securities. Total 
loans outstanding increased slightly owing to further 
moderate expansion in commercial, industrial, agricul
tural, and miscellaneous loans. Loans to brokers and 
dealers in securities were reduced during the recent period 
of sharp declines in corporate stock prices.

Total deposits other than interbank accounts continued 
to fluctuate with little net change during September and 
October. While adjusted demand deposits of reporting 
member banks are moderately higher than a year ago, 
they are slightly below the peak levels reached last spring. 
Time deposits are lower than in 1936 and about as low 
as at any time this year. The small decline in demand and 
time deposits since the first of the year has been accom
panied by a reduction in earning assets of city banks as a 
result of liquidation of securities. Some of the reduction 
in district bank deposits has taken place because of a net 
transfer of funds out of the district by customers of 
banks in connection with payments originating in com
mercial and financial transactions. Another factor tend
ing to reduce deposits has been an increase in demand 
for currency. Reductions in deposits because of these 
influences have been largely offset by additions to de
posits resulting from United States Treasury expendi
tures in the district in excess of local collections. For the 
year through October 20, aggregate United States Treas
ury disbursements in the district were $120,000,000 larger 
than tax and ordinary revenue collections.

The slightly declining tendency of demand deposits 
this year is in sharp contrast with the marked gains dur
ing 1935 and 1936. Measured by their rate of turnover, 
use of these deposits during recent months has shown no 
perceptible change, other than of a seasonal character, 
from the levels for comparable months in the preceding 
three years.

With few exceptions, district member banks continue 
to hold substantial amounts of idle funds and are in a 
position to meet demands for sound loans without bor
rowing. Additional reserves may be acquired readily 
through borrowing from the Federal Reserve Bank of 
San Francisco at \y2 percent interest per annum. For 
district city banks as a whole, excess reserves averaged 
$65,700,000 or 15 percent of requirements during the 
first two weeks of October, and for country banks excess 
reserves averaged $12,000,000 or 25 percent of require
ments in the same period.
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INDUSTRIAL PRODUCTION
Index of physical volume of production, adjusted for 

seasonal variation, 1923-1925 average=100. By 
months, January 1929 to September 1937.

DEPARTMENT STORE SALES
Indexes of value cf sales, 1923-1925 average=100. 

By months, January 1929 to September 1937.
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WHOLESALE PRICES
Indexes compiled by the United States Bureau of Labor 

Statistics, 1926=100. By weeks, 1932 to date. Lat
est figure is for week ending October 16.

MEMBER BANK LOANS AND INVESTMENTS
Wednesday figures for reporting member banks in 

101 leading cities, September 5, 1934, to 
October 20, 1937. Loans on real estate

a n d  l o a n s  f n  h a n k s  » e l u d e d .

S u m m a ry  o f  N ationa l B usiness C on d ition s

Prepared by the Board of Governors of the Federal Reserve System

T \ e c l in e s  in industrial production in September and the first part o f  October 
reduced output to the level of a year ago, and commodity prices continued 

to decline. The volume of distribution to consumers was maintained at the level 
of previous months.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally ad
justed index, declined in September to 111 percent of the 1923-1925 average as 
compared with 114 in J une and July and 117 in August. At steel mills, where output 
in August had been at a high level, partly on the basis of orders placed earlier in 
the year, activity was reduced to an average rate of 75 percent of capacity in 
September. This decline continued in October, as new orders were in limited vol
ume, and the rate of steel output in the fourth week of the month is estimated at 
about 52 percent of capacity. There were also declines in September in activity at 
woolen mills, shoe factories, and at sugar refineries, and activity at cotton mills 
showed little change, although an increase is usual at this season. Increases in 
output were reported at silk mills and meat packing establishments where activity 
recently has been at a low level. Automobile production showed a decline from 
the high level of August, but in the first three weeks of October advanced sharply 
as most manufacturers began assembling 1938 models.

Mineral output increased in September, reflecting an expansion in coal produc
tion. Output of crude petroleum declined somewhat but continued in large volume.

Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, was smaller in September and the first half of October than in the 
preceding six weeks, with a moderate decline in private residential building and 
sharp declines in awards for other private work and for publicly-financed work. 
Currently the dollar volume of private work is about the same as a year ago, while 
awards for public work are in smaller volume.

Factory employment showed little change from August to September, although 
an increase is usual at this season. There were declines in the number employed at 
textile mills, shoe factories, railroad repair shops, and lumber mills. At canning 
establishments employment increased seasonally. Factory pay rolls, which usually 
expand in September, declined substantially, reflecting principally a reduction in 
the average number of hours worked by those employed. The levels of employ
ment and pay rolls continued to be considerably above last year.

D is t r i b u t i o n

Distribution of commodities to consumers by department stores and mail order 
houses increased more than seasonally in September, and variety store sales showed 
about the usual seasonal expansion. Freight carloadings increased by the usual 
seasonal amount from August to September.

C o m m o d i t y  P r ic e s

The general level of wholesale commodity prices, according to the Bureau of 
Labor Statistics’ index, declined from 87.5 percent of the 1926 average in the latter 
part of September to 85.2 in the middle of October. During that period price de
clines occurred in most commodities traded in on organized exchanges and in some 
manufactured products. In the ten days ending October 25 commodity markets 
were steadier. New models of automobiles are currently being introduced at higher 
prices.

B a n k  C r ed it

Excess reserves of member banks, after increasing in September from $750,- 
000,000 to over $1,000,000,000, showed little further change in October.

Total loans and investments of reporting member banks in 101 leading cities 
declined somewhat in the four weeks ending October 20, reflecting chiefly a steady 
reduction throughout the period in loans to security brokers and dealers. Com
mercial loans increased further.

M o n e y  R a t e s  a n d  S e c u r it y  P r ic e s

Rates on 9-month Treasury bills in October declined to about y i of 1 percent, 
the lowest since last January. Prices of high-grade bonds showed little change in 
September and October, while prices of lower-grade bonds and of common stocks 
declined sharply to the lowest levels since the middle of 1935.
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