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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

For Release in Morning Papers, 
Monday, March 3« 19 2U. 

The March, 1924 issue of the Federal Reserve 
Bulletin will carry the following review of the 
recent course of trade and industry. 

Increased industrial and trade activity and a larger volume of 

borrowing for commercial purposes have characterized the business situation 

since the opening of the year. In January the increase in the output of 

basic commodities was unusually large and brought the volume of production 

from the low point of 1923, reached in the preceding month, to the level 

prevailing at the beginning of that year. Daring the last half of 1923 pro-

duction declined and even after the sharp recovery in the first month of 

192U the index was 5 per cent below the high point of last May. The dis-

tribution of commodities at wholesale and the shipments of merchandise also 

increased in January and were in greater volume- than a year ago. The level 

of wholesale prices, which had declined since the spring of 1923» remained 

unchanged between * the middle of December and the middle of January, and the 

prices of many commodities, particularly raw materials, advanced during the 

early weeks of February. These changes in industry, trade, and prices re-

flect the extent and character of the recent business readjustments. 

The course of industry and trade, because of the growth in current 

information concerning business, can now be followed more closely and ac-

curately than ever before. In recent years much progress has been made in-

the collection of such information by governmental and private agencies. 
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The Federal Reserve Beard and the Federal reserve banks, in addition to 

their reports on banking conditions, gather data on changes from month to 

month in the industrial and business situation and make them available 

through their publications to member banks and to the public. This infor-

mation has an important bearing on changes in the demand for credit and it 

is presented in detail each month in the Federal Reserve Bulletin, which is 

sent to all member banks. The brief edition of the Bulletin, formerly sent 

to the banks, which did not contain trade and industrial information in the 

same detail, was discontinued at the beginning of this year. In view of 

the wider circulation of the Bulletin in its present form and of the variety 

and comprehensiveness of the information which it contains, it is opportune, 

in connection with a discussion of current business developments, to indi-

cate the type and uses of economic data available and the method of its pre-

sentation. 

Indexes of trade and industry, - In order to facilitate comparisons of in-

dustrial and trade movements in different lines, many of the figures have 

been converted into percentages on a common base year and are in the form 

of so-called index numbers. All the Federal Reserve Board indexes of pro-

duction, employment, and trade take the monthly average for 1919 a s 100, and 

express the figures for each month as percentages of this average. For ex-

ample, the production index in January, 1924, was 120, which means that the 

total output in January of the commodities included in that index was 20 per 

cent larger than for the average month in 1919- Since the purpose of this 

index is to compare the production during the current month with that of 

earlier months and not with what might be regarded as "normal," the base se-
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lected as 100 per cent is the actual production in 1919 and not an assumed 

or computed "normal." It is, therefore, the fluctuations in the indexes 

rather than their position with reference to the base period that is sig-

nificant. Since in some lines of industry and trade definite and more or 

less regular seasonal fluctuations occur, certain of the index numbers are 

presented both with and without allowance for seasonal influences. In re* 

tail trade, for example, there are pronounced seasonal peaks in the spring 

and especially during Christmas buying, and it is desirable to have an in-

dication of the course of retail trade after allowance has been made for 

these seasonal movements. These index numbers of industry and trade are so 

constructed that in addition to indicating the general movements of these 

basic factors and making them comparable with each other, they also show 

the changes in the individual major industries and the extent of trade ac-

tivity in different sections of the country. The movement of the component 

group indexes, therefore, reflects the changes in the position of the var-

ious lines of industry and trade in relation to the general business move-

ment, Tables presenting the index numbers in detail and much of the infor-

mation on which they are based, appear currently in each issue of the Bulle-

tin, in connection with a. discussion of the business and industrial situation 

during the month. The most important general index numbers are shown in the 

table below;. 
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Year 
and. 
Month 

Production 
iti basic 
Industries 

1919 
1920 
1921 
1922 
1923 

. I* . 

INDEXES OF INDUSTRY AND TRADE 

(1919 average = 100) 

x-3981 126 

Factory-
employ-
ment 

Whole-
sale 
trade 

Department Stores 

Sales * Stocks * 
100 100 100 100 100 100 100 
105 104 112 120 120 136 136 
80 23 73 110 110 115 115 
9s 00 74 111 111 116 116 
120 101 82 124 124 129 129 

1921: 
Jan. 
Feb. 
Mar, 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec, 

121 
120 
125 
124 
12? 
122 
121 
120 
114 
lis 
116 
111 

99 77 101 114 107 120 
101 74 90 116 118 126 
103 85 124 124 128 127 
103 73 119 115 132 129 
103 SO 128 125 130 130 
101 84 126 127 122 128 
101 79 89 120 119 127 
101 Eg 100 129 129 129 
101 91 112 123 139 129 
101 95 148 132 146 131 
100 84 142 126 149 133 
99 71 203 125 123 133 

19241 
Jan. 120 os 109 124 115 128 

The production index is seasonally corrected; department 
store sales and stocks with seasonal corrections are 
shown by star (*), 
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The production index shows the changes in the output, measured in 

physical units 22 basic industries* Among the commodities included in 

the index are iron and steel, copper, cotton, wool, coal, lumber, cement, 

petroleum, and various food products, the production of which in terms of 

tons, yards, etc,, is reported monthly* The index# therefore, measures the 

changes in the physical volume of output rather than the dollar volume of 

business. Production in these basic industries ordinarily fluctuates to a 

greater degree than the total for all industries, but changes in this index, 

which is available at an earlier date than the more complete information, 

indicate the direction of industrial activity. More comprehensive index 

numbers showing the production of manufactured commodities, the output of 

minerals, and the movement to primary markets of agricultural commodities 

are also published regularly* 

The index of factory employment measures changes in the volume of 

employment at industrial establishments in 33 lines of manufacture through-

out the country* This index reflects the degree of current productive ac-

tivity and also when considered in connection with changes in payroll indi-

cates the extent of the buying power of industrial workers. 

The volume of purchases at retail aid the rate at which goods are 

moving through the intermediate channels of distribution and into consump-

tion is indicated by the indexes of retail and wholesale trade,. Figures on 

sales by mail order houses furnish some indication of the extent of buying 

in rural communities, Any interruption in tne movement of goods from pro-

ducer to consumer results in an accumulation of stocks. Information on 

stocks serves to indicate whether the goods produced are moving currently 
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and regularly through the channels of trade or are being accumulated. 

Changes in the volume of stocks held by department stores are available 

monthly and are based on reports from about 300 stores located in various 

cities in the different Federal reserve districts. Railroad shipments of 

merchandise also furnish an indication of the volume of distribution* 

Production and employment* ~ In January the increased industrial 

activity is reflected in the index of production of basic commodities which 

increased from the low point reached in December after a seven-month decline 

to a level 8 per cent above the previous month and approximately the same 

as in the opening months of 1923* The steel industry showed a particularly 

large increase in activity daring January; the output of steel increased 27 

per cent and brought production in that industry to the highest point since 

the middle of 192), Unfilled orders for steel, after declining for nine 

months, turned upward in December and again increased in January, The de-

mand for steel to meet railroad requirements, including equipment, continued 

large, and the manufacture of automobiles and building construction were 

other sources of tne increased demand, An unusually large production for 

tiiis season of the year of other building materials, such as lumber, brick, 

and cement also reflects the undiminished volume of building. Indeed, the 

increase in production for the month has been general in nearly all of the 

basic industries* The employment index, on the other hand, which is based 

on figures for the middle of the month, showed a slight decline in January* 

In general, the employment index because it represents a larger number of 

industries and because an increase in industrial activity may result in less 

part time employment rather than in an addition to the number on the payroll, 
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fluctuates over a. considerably narrower range than the production index* 

Wholesale and retail trade. - Wholesale trade in January increased 

11 per cent and was in somewhat larger volume than a year ago. The extent 

of business activity is also indicated by the volume of check payments, 

which since the opening of 1924 have been at about last year's level* The 

fact that wholesale trade and check payments, both of which are expressed 

in dollars, are as large as in January, l$2j, while wholesale prices are 

3 per cent lower, indicates that t-ie physical volume of trade is larger than 

a year ago. Retail trade, as shown both by sales at department stores and 

mail order houses, is also in larger volume than at the beginning of 1923* 

In fact, the sustained demand for goods at retail, even throughout the re-

cent recession in productive activity, has been an important factor in the 

business readjustment. 

In the process of production and distribution it is the buying 

power of consumers that finally determines the level at which industry and 

trade can be maintained. The upward trend of the seasonally corrected in-

dex of department store sales, which during 1923 reached the highest level 

on record, indicates the extent of the consumers * demand for goods. Stocks 

of merchandise at department stores also increased during the year but 

their increase was not out of proportion to the increase in the volume of 

sales. In January, 1924 sales at department stores, when allowance is made 

for seasonal influences, were smaller than in December, and stocks were 

also somewhat reduced. 

Stocks of basic materials, - In considering the present position 

of industry and trade the extent to which the large production of basic 

materials in 1923 was used in manufacture and building rather than accu-
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malated in stocks is indicated in the volume of stocks held at the opening 

of the year compared with previous years. The following table presents the 

available information; 
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STOCKS OF BASIC MATERIALS: 

Jan. 1 Jan. 1 Jan. 1 
iq2U 1A21 1A22 

Bituminous coal, tons 62,000,000 ^6,000,000 U8,000,000 
Anthracite coal, long tons 1,063,277 412,232 1,418,732 
Crude petroleum, bbls. 336,556,000 264*578,000 185,623,000 
Gasoline, gal, 1,074,899,650 583,793,000 586,087,132 
Iron ore, Lake Superior, long tons 38,635*000 39,866,000 35#596,000 
Copper, lbs« 256,000,000 216,000,000 459,000,000 
Zinc, Its. 81,39^,000 36,50%,000 133,216,000 
Cement, '• tbls, 10,581,000 9,267,000 11,938,000 
Pine lumber, m. ft. 2,160,520 2,113,05% 2,178,%02 
Oak flooring " * Ul,l40 21,230 21,763 
Maple flooring " " 24,239 25,156 30,865 
Brick, clay fire, number 183,009,000 155,011,000 145,406,000 
Newsprint, short tons 23,669 19,208 23,93% 
Cattle, hides, number 5*086,286 6,345,676 51819•219 
Calf skins, number 2,175,*04 3,298,299 2,965,000 
Goat and kid skins, number 9,926,128 8,730,219 10,379,703 
Sheep and lamb skins, " 7,400,296 9,151,*84 12,661,438 
Sole leather, tacks, bends & sides 10,048,085 9,763,765 11,303,303 
Upper leather, cattle, sides 6,970,651 7,082,693 
Cotton, bales 5,1*9,617 5,986,701 6,9**,801 
Wool, lbs. 415,681,316 515,5*3,585 U79,151,184 
Silki bales , 40,959 *9,174 24,804 
Flour, bbls. 7,100,000 7,700,000 7,776,000 
Beef, lbs. 105,655,000 116,255,000 8*»80f>°°° 
Pork products, lbs• 756,818,000 619,319»000 
Lamb and mutton, lbs. 2,508,000 523»000 6, ^oV-ia 
Sugar, long tons 57,929 *4,828 Jjc'e-iQ 
Pneumatic rubber tires, number 4,329,300 4,599,208 u',,, noi 
Inner tubes 6,318,446 5,732,125 *,731,021 

•June 30, 1922 
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Stocks of certain commodities in January, 1$24, were larger than 

a year ago, the increases being particularly large in coal, the stocks of 

which a year ago were exceptionally low owing to interrupted production in-

cident to the strike, and in petroleum and gasoline because of the unusual-

ly heavy production in 1923. In stocks of gasoline, however, as of a num-

ber of other commodities where stocks are in excess of last year, there has 

been a decline from the higher levels of last summer. Stocks of all tex-

tile materials are considerably less than in January, 1923* In comparing 

the position of stocks now and a year ago it should be taken into considera-

tion that prior to the opening of 1923 production in basic industries had 

been increasing rapidly for a year and a half, while for the seven months 

preceding the opening of 1924 production had been declining. In general 

the figures indicate that the large volume of production in 1923 in most 

lines of industry moved through the channels of distribution and did not 

give rise to an unusual accumulation of stocks. On the other hand, in com-

modities which had an unusually low volume of stocks a year â go, stocks are 

now larger and indicate a better adjustment between available supplied ox 

these commodities and the current demand. 

Price readjustments. - Changes in the relationship between prices 

of different groups of commodities have accompanied the industrial and 

trade readjustment of recent months. The regrouping by the Federal Reserve 

Board of the 404 commodities included in the Bureau of Labor Statistics in-

dex of wholesale prices makes possible •comparisons between prices 'of commo-

dities at different stages of manufacture. Prices of raw materials in Janu-

ary were S per cent lower than a year ago, while prices of producers' goods, 

which represent largely semi-finisned products bought by manufacturers, and 
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consumers1 goods remained practically unchanged. The general level of 

prices in January, 1924, was 3 per cent lower than in January, 19^3 > and 

5 per cent below the high point reached in April, 1923. The following 

table shows prices by commodity groups for three dates; 

Wholesale Prices. 

(1913 - 100) 

: January, : April, : January, 
1923 : 1923 : 1924 

All commodities 156 159 151 

Consumers' goods 155 157 15& 
Producers* goods 136 150 13& 
Raw materials loS 166 155 

Crops 164 172 180 
Animal products 125 123 H 5 
Forest products 215 232 191* 
Mineral products 213 198 1%0 

Fluctuations during the year in the prices of consumers' goods were 

relatively small. Producers' goods, on the other hand, advanced rapidly dur 

ing the early part of the year, when the volume of production was approach-

ing its peak, and declined during the subsequent recession in business ac-

tivity. Since September these prices also have remained fairly stable. 

The considerable decline in the raw materials group shown for the year oc-

curred during the first six months, and these prices have changed relative-

ly little since midsummer. At the beginning of trie year raw materials were 

mach above the general level of prices and their decline has brought them 

closer to the index for all commodities. Price adjustment has taken place 

also among the several classes of commodities included in the raw materials 

group. Prices of forest products and mineral products, which at the begin-
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ning of the year were considerably abowe the average, showed the largest 

declines during the year, Prices of animal products in January were lower ' 

than a year ago, while prices of crops, after considerable fluctuation, ad-

vanced rapidly from August to December* Between December and January the 

index for all commodities remained unchanged, the advance in the prices of 

raw materials being offset by a decline in the prices of consumers1 goods. 

As a result of the year1 s price changes, the prices of commodities in differ-

ent stages of manufacture are in oloser adjustment to the general average 

than they were a year ago, 

Bank credit. Increase in the volume of production and trade since 

the opening of the year has been accompanied by a growth of loans for com-

mercial purposes at member banks in leading" cities* The volume of these 

loans, which had declined continuously since early in October* increased in 

the latter part of January and during the first two weeks of February * In 

the middle of February these loans were about $372,000,000, cf 5 per cent 

above the level of a year ago. The increase in this class of loans accounts 

for the large part of the increase of credit extended by these member banks • 

The year1 s growth in loans has been largely offset by a decline in invest-

ment holdings, with the consequence that the total loans and investments 

of these banks are only about $127>000,000 larger than a year ago# 
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For all member banks, total loans and investments increased by 

nearly $1,000*000,000 during 1923 and at the close of the year were the 

highest on record, $3,300,000,000 above the low point of March, 1922, 

The growth in the toteal volume of member bank credit during the last nine 

'months of 1922 was due largely to the increase of their investment hold-

ings, while in 1923 it was due to the larger volume of loans as investments 

remained practically constant• Time deposits continued to increase during 

the year and were the chief source of funds for additional lending. 

At the Federal reserve banks the seasonal return flow of currency, 

which was the factor responsible for the decline in discounts during the 

early weeks of the year, ceased to be an influence in February, The low 

point in discounts was reached on February 6 when they were slightly below 

$500,000,000 and total earning assets below $900,000,000. For the following 

three weeks an increase of over $55#000,000 in earning assets occurred. 

During February there was an increased demand for currency which, however, 

was not reflected in an increase in the outstanding volume of Federal re-

serve notes, as it was met largely by the payment of gold certificates into 

circulation. Net gold imports in January totaled $46,000*000, the largest 

imports, with a single exception, for any month in the past two years* 

Changes in the volume of bank credit from month to month are in re-

sponse to a wide variety of influences, and minor changes in the course of 

industry and trade may not be immediately reflected in the credit situation. 

Since changes in the demand for credit, however, arise out of changes in 

the volume of business, there is a close relationship and a somewhat 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



136 
- 14 - X-3961 

definite sequence between the major trove merits in business and in banking. 

The business comKunity, including both the bankers and the borrowing 

public, are now in a better position through the use of current economic 

data to shape their policies with reference to the broader trade and in-

dustrial movements, and there is evidence that this practice is resulting 

not only in a better understanding of business and credit trends, but 

also is contributing to the maintenance of sound credit conditions. 
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