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BOARD OF GO'IlERNOHS 
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FEDEHAL RESERVE SYSTI;M 

STATI1ifEN'f FOR THE PRESS 

R-677 

For release in morning papers, 
Thursday, July 18, 1940. 

The following SUTilinary of general 
business and financial conditions 
in the United States, based upon 
statistics for June and the first 
half of July, will appear in t.he 
August issue of the Federal Re­
serve Bulletin and in the monthly 
reviews of the Federal Reserve 
Banks • 

Volume of industrial production increased rapidly during J1.me 

and rose somewhat further in the first half of July. Distribution of 

commodities through retail and wholesale markets and by rail continued 

active. 

Production 

The Board's seasonally adjusted index of industrial production 

advanced from 106 in May to llh in June. In the;.t month, as in May, in-

creases in activity were most marked in the iron and steel and textile 

industries v;here declines earlier :i.n the year had been gren.test. 

Steel ingot production rose from 60 per cent of capacity at 

the beginning oi' May to 87 per cent in the latter part of June and was 

maintaim:d at about that level :i.n the first three weeks of July. Pro-

duction of coke and pig iron show:d similar sharp incre;=wes and iron ore 

shipments down the Lakes were at near-capacity levels. Demand for :Jteel 

was general as most domestic steel-consuming industries were operating 
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at high rates. Exports of steel, which had declined in April, rose to 

earli.er high levels in May and June, amounting to about 10 per cent of 

steel-producing capacity. 

Automobil,3 production, which had begun to decline in May, con-

tinucd to decrease in June and the first half of July reflecting in 

large part seasonal influences. Retail sales of automobiles were in 

large voh.une and dealers 1 stocks of new and used cars declined from the 

high levels prevailing earlier. 

In the textile industF.f there was a further sharp advance in 

.. activity at woolen mills, and at cotton mills output was reduced less 

than seasonally. Rayon production was maintained at earlier high levels 

while a.t silk wills activity remained near the unusually low rate reached 

Coal production continued in large volume during June, but out-
• 

put of crude petroleu1n dedined in the latter part of the month, owing 

to reduced production in Tex::'..S fields. 

Value of construction contract awards showed little change from 

Llay to June, according to F. W. Dodge ·Corporation figures for 37 eastern 
.. 

States. Awards for private residenti.:1l building decreased more than sea-

sonally, following a sharp rise in May, and contracts for private non-

• residenti3.l building also declined. Contracts for public construction 

increased further in ,June, ovd.ng in part to expansion in the construe-

• tion of Arrrry and Navy air bases • 
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Di3tr:;_bution 

Department store sales in ,June, wf're maintained a.t the lvL<:'.~f level, 

although usually there is a considerabl·~ decline, and the Board's season­

ally adjusted l_ndex a.clvanced ~:,o 93 as corr.pa.r3d with 87 in May and rJ level 

of about 89 earlier in the year. Sales at variety stores showed little 

change .from },lay to June, continuing at the advanced 1evel t.hat hD.s pre­

vailed since the beginning of tho year. In the early part of July depart­

ment store sales declined seasonally from the June level. 

F'reieht-car loadings i!lcreascd further in June. Shipments of 

co&l ;.:..nd miscellaneous merchandiGe continued to exp~J.nd and loadings of 

coke, which usually c:ecline at th~.s season, showed a substantial rise. 

Co!Ih'T!odity prices 

Prices of a nwriber of industdal. materials, particularly steel 

scrap, copper, rubber, and .silL, declin•::d from the middle of June to the 

middle of July. Wheat prices also showed decreases in this period, while 

prices of U.vestock and products advanced owing partly to seasonal influ-

ences. 

Agriculture 

Production of major crops thj_s season, according to the cTuly 1 

report of the Department of Agriculture, may be slightly lower than l<:tst 

season. Tobacco production will be dv1rply reduced from last ",y'ec.r, when 

the crop was unusually la.rge. Domestic supplies of whe.<tt and other field 

crops as well as of vegetables and fruit are expected to shovr little 

change from la.st season. Indicated hof~~ production thi.s year will be 

about 10 per cent smaller than last ye'lr. 
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Bank credit 

Total loans and investments at reporting member banks in 101 

leading cities increased during the five weeks ending July 10, chiefly 

as a result of increases in holdings of short-term United States Govern­

ment obligations and in commercial loans. Holdings of United States 

Government bonds and loans to security brokers and dealers declined. 

The monetary gold stock increased by $885,000,000 in this 

five-week period, the largest gold acquisition for any corresponding pe­

riod on record. This inflm'l of gold was reflected in a grmvU1 of 

$310,000,000 in foreign bank balances with the Federal Reserve Banks and 

in increased deposits and 1·eserves of member banks. On July 10, excess 

reserves of member banks amounted to t>6,83J,OOO,OOO. 

Government security market. 

Prices of Government securities, which had advanced sharply in 

June, showed further increases after July 8 when the Treasury announced 

a new bond issue for cash subscription. Between June 10 and July 15 the 

price of the 1960-65 bonds rose about 3 points, and the yield on this 

issue declined from 2.52 per cent to 2.34 per cent as compared with 2.26 

per cent at the year's peak in prices on April 2 • 
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