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For release in morning papers, The following summary of general
Wednesday, January 25, 1939. business and financial conditions

in the United States, based upon
statistics for December and the
first three weeks of January,
will appear in the February issue
of the Federal Reserve Bulletin
and in the monthly reviews of the
Federal Reserve banks.

Volume of industrial production declined seasonally in December
and showed little change in the first three weeks of January, when an
increase is usual. Wholesale commodity prices were steady. Employment
and payrolls increased further in December, and retail sales showed
more than the usual seasonal rise.

Production

In December volume of industrial production declined by about
the usual seasonal amount and the Board's adjusted index was at 104 per-
cent of the 1923-1925 average, about the level reached in November fol-
lowing an exceptionally rapid advance after the middle of the year.
Changes in output in most lines in December were largely seasonal. In
the steel industry, however, production showed a greater than seasonal
decline, and averaged 54 percent of capacity in December as compared
with 61 percent in November. Lumber production showed little change

from November to December, although usually there is a decline, and at

textile mills and shoe factories activity declined less than seasonally.
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At meat-packing establishments there was a reduction in output.

Automobile production increased somewhat further in December.
In the fourth quarter of 1938 production and sales of the new model
cars were in about the same volume as in 1937; dealers' stocks of new
cars increased seasonally in this period but at the year end were much
below the high level of a year earlier.

Value of construction contract awards increased considerably
from November to December, according to F. W. Dodge Corporation figures
for 37 Bastern States. The increase reflected principally a further
rise in contracts awarded for Public Works Administration projects,
which accounted for most of the sharp increase in awards that occurred
in the last half of 1938. Contracts for private residential building
decreased less than seasonally in December, while other private con-
struction showed little change and remained at a low level.

Employment

Employment and payrolls rose further between the middle of
November and the middle of December. In most manufacturing lines the
number employed continued to increase, when allowance is made for the
usual seasonal changes, and in the automobile and machinery industries
the rise was considerable. Employment and payrolls in trade increased
more than is usual in the holiday season and in the construction in- )
dustry employment showed much less than the usual seasonal decline.

Distribution

Distribution of commodities increased more than seasonally in

December. Sales at department stores showed the usual sharp expansion
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prior to Christmas and sales at variety stores and mail order sales
showed a more than seasonal rise.

Freight—-car loadings declined seasonally from November to
December, reflecting largely the customary decrease at this time of
year in shipments of miscellaneous freight.

Bank credit

As the result of the post-holiday return of money from circu-~
lation, together with Treasury disbursements from its balances with the
Reserve banks, and gold imports, excess reserves of member banks in-
creased nearly $600,000,000 in the four weeks ending January 18 to a
new high level of $3,560,000,000. A large part of the increase
occurred at New York City banks.

Total loans and investments of reporting member banks in 101
leading cities, which increased substantially in the first three weeks
of December, declined in the following four weeks. There was some de-
cline in loans and a reduction in holdings of United States Government
obligations, reflecting in part distribution to the public of new secu-
rities purchased by banks in December. Deposits declined somewhat in
the latter purt of December but increased in January.

Money rates and bond yields

Average yields on United States Government securities declined
slightly in December and the first three weeks of January. For three
consecutive weeks the entire new issue of 9l-day Treasury bills sold on
or slightly above a no-yield basis. Commercial paper rates declined
slightly in January while other open-market money rates continued
unchanged.
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