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The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for May and the first 
half of June, will appear in the 
July issue of the Federal Reserve 
Bulletin and in the monthly re-
views of the Federal Reserve banks 

Industrial activity increased considerably in May and the first 

half of June, while prices of commodities and securities declined sharply 

in the middle of May and fluctuated near the lower levels after that time. 

Distribution of commodities to consumers was maintained at levels prevail-

ing earlier this year. 

Production 

Volume of industrial production increased in May and the Board's 

seasonally adjusted index advanced from 102 to lOJ. The rise in May re-

flected chiefly sharp increases in activity at steel mills and woolen mills 

Steel production in May was at about 71 per cent of capacity, as compared 

with 60 in April, and by the third week of June activity had risen further 

to 88 per cent. Lumber production also increased. In the automobile in-

dustry , where output had been at a high rate in the first four months of 

the year, dealers' stocks were in large volume and production was curtailed 

in May and the first half of June. Retail sales of automobiles continued 

at a high level during most of May, although in the middle of the month a 
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temporary sharp reduction was reported. 

In the woolen textile industry activity in May rose sharply from 

the low level reached in April. At cotton mills activity was maintained at 

about the rate prevailing in March and April and was somewhat lower than in 

the early months of the year. Rayon production continued large, while mill 

takings of raw silk declined to the lowest level in nearly twenty years. 

In other industries producing nondurable manufactures activity generally 

showed little change from April to May. 

Coal production in May continued at a high level for this time of 

the year, reflecting in part increased exports and unusually large shipments 

of coal to Upper Lake ports. Iron ore shipments down the Lakes were also 

large for this season. Petroleum production in May declined somewhat from 

the high rate maintained in March and April. 

Value of construction contract awards increased further in May, 

according to figures of the F. W. Dodge Corporation, reflecting principally 

continued growth of private building. Private residential contracts rose 

to the highest level in the past 10 years. Awards for commercial buildings 

advanced somewhat further while those for factory construction continued at 

about the level reached in April. Both were considerably larger than a year 

ago. Contracts for public construction increased slightly in May but were 

about one-sixth lower than a year earlier. 

Distribution 

Department store sales in May declined from the level prevailing 

in the past three months, while sales at variety stores and mail-order 
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houses were largely maintained at earlier levels. In the first week of 

June department store sales increased considerably. 

Volume of railroad freight traffic increased in May, reflecting 

larger shipments of miscellaneous merchandise, coal, and forest products. 

Loadings of grains declined. 

Foreign trade 

Total exports of united States merchandise showed little change 

from April to May. Increases were reported in shipments to Canada and 

Australia and to Italy and Finland, while exports to other European nations 

showed declines. Exports of industrial machinery in May declined somewhat 

from the high level reached in April, while exports of steel, copper, chem-

icals, and commercial vehicles increased, following declines in the pre-

vious month. Coal shipments, largely to Canada, rose to the highest level 

in recent years. Cotton exports continued to decline from the high level 

of last winter. 

The monetary gold stock of the United States increased by 

$439,000,000 in May and by $250,000,000 in the first two weeks of June. 

Commodity prices 

Following a general decline in basic commodity prices around the 

middle of May, prices of industrial materials, particularly steel scrap, 

zinc, tin, and wool, advanced and by the middle of June were in some in-

stances above the levels of early May. Raw cotton prices also increased, 

and in the second week of June prices of cotton gray goods likewise ad-

vanced as sales of these goods were in exceptionally large volume. Prices 

of a number of foodstuffs continued to decline. 
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Bank credit 

Total loans and investments at reporting member banks in 101 lead-

ing cities showed little net change during the four weeks ending June 5. 

Holdings of United. States Government obligations increased further at New 

York City banks, while loans to security brokers and dealers declined con-

siderably. Deposits and reserves of member banks continued to increase 

sharply as a result mainly of heavy gold imports. 

Government security market 

Prices of Government securities held relatively steady during the 

latter part of May and the first part of June, after a reaction at the time 

of the invasion of Belgium and Holland. Subsequently prices increased 

sharply, and on June 15 the yield on the I96O-I965 bonds was 2.40 per cent, 

compared with 2.52 per cent on June 10 and 2.26 per cent at this year's 

peak in prices on April 2. 
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