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BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM
STATEMENT FOR THE PRESS
For release in morning papers, The following summary of general
Friday, May 17, 1940. business and financial conditions

in the United States, based upon
statistics for April and the first
half of May, will appear in the
June issue of the Federal Reserve
Bulletin and in the monthly re-
views of the Federal Reserve Banks.
Industrial activity was steady during April after three months
of sharp decline, and in the first half of lMay increases appeared in some
lines, particularly steel. Prices of basic commodities showed mixed
changes toward the middle of May, accompanying the extension of active
warfare in Furope, while stock prices declined sharply.
Production
The Board's seasonally adjusted index of industrial production
for the month of April was 102, compared with 104 for March and 109 for
February. Steel ingot production was steady during April at slightly
over 60 per cent of capacity as compared with an average rate of 64 per
cent in March; in the first half of May output rose sharply and currently
is scheduled at about 70 per cent of capacity. Automobile production in
April continued at about the March rate, although ordinarily there is an
increase at this season, and in early May declined somewhat. Retail sales
of new cars approximated production in April and dealers' stocks of both

new and used cars remained at earlier high levels. Output of plate glass,

used largely by the asutomobile industry, declined considerably in April,
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and lumber production showed somewhat less than the usual seasonal increase.
In the machinery, aircraft, and shipbuilding industries activity continued
at the high rate of other recent months.

In the textile industry activity at cotton and woolen mills de-
clined somewhat further in April, following considerable reductions in
March. At silk mills activity remained at a low level, while rayon pro-
duction was maintained at a high rate. Output at meat-packing establish-
ments continued in large volume. There was some further curtailment in
shoe production in April; in most other industries producing nondurable
goods changes in output were largely seasonal in character.

Coal production, which usually declines sharply in April, showed
only a small decrease this year. Output of crude petroleum, which had
reached record high levels in March, was largely maintained in April and
the first half of May, although stocks of crude oil were increasing and
gasoline stocks were unusually large.

Value of construction contract awards increased further in April,
reflecting principally a rise in contracts for private building, according
to figures of the F. W. Dodge Corporation. Awards for private residential
building were in somewhat larger volume than a year ago. Private nonresi-
dential building was about cne third greater than at this season last year
and was near the previous peak level reaghed in mid-1937. Awards for public
construction, however, were considerably below the level of last spring.

Distribution

Distribution of commodities to consumers showed little change

in April and the first half of May. The Board's seasonally adjusted index
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of department store sales was 90 per cent of the 1923-1925 average in
April, about the level that has prevailed since the first of the year but
below the peak of 96 reached last December.

Total freight-car loadings in April were in about the same vol-
ume as in March. Shipments of coal declined less than seasonally, while
loadings of miscellaneous freight, which include most manufactured products,
showed less than the sharp rise that is customary at this season. In the
early part of May increases were reported in shipments of mosp classes of
freight.

Foreign trade

Exports of United States merchandise, which have been at a high
level since last December, declined somewhat in April. A large part of
the decrease in April was accounted for by the complete cessation of ship-
ments to northern European countries after outbreak of hostilities there,
but declines were also reported in shipments to most other countries.
Exports to Canada, the Union of South Africa, and France, however, increased.

Shipments of commercial vehicles declined sharply, following a
considerable rise in March, and exports of iron and steel products, which
had been increasing steadily since last summer, also showed a decline.
Exports of cotton and copper decreased further from earlier high levels,
while machinery and aircraft shipments continued in large volume.

During April, the monetary gold stock of the United States in-
creased by $337,000,000, the largest increase since August 1939. Acquisi-

tiong of gold in the first two weeks of May totaled $169,000,000.
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Commodity prices

Prices of a number of basic commodities, which had been declin-
ing after a rise in April, advanced from iay 10 to May 1l4. Increases in
this period were particularly marked for imported materials, such as rubber,
tin, and silk. Grain prices rose at first but subsequently showed sharp
declines. Price changes for other commodities were mixed; steel scrap ad-
vanced, while cotton declined considerably. Prices of certain steel prod-
ucts, which had besn reduced carly in April, were restored te earlier
levels on May 1, and producers announced that steel purchased at the lower
prices must be teken by the buyers on or before June 30.

Government security market

Prices of United States Governmen!t securities declined sharply
from May 10 to May 14, accompanying the further spread of war in Europe.
Prices of long-term Treasury bonds on Moy 14 were 3 3/4 points below the
high point reached on April <. The yield on the 1960-65 2 3// per cent
bonds rose from 2.26 per cent on April 2 to 2.42 per cent on May 14.

Bank credit

Total loans and investments at reporting member baenks in 101
leading cities increased during the four weeks ending May 8. lHost of
this increase wag at New York City banks and reflected purchases of United
States Government obligations. Deposits and reserves of barks in lecading

citics continued at record high locvels.
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