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BOARD OF GOVEENORS
- OF THE
FEDERAL RESERVE SYSTEM

STATEMENT FOR THE PRESS

For release in morning papers, The following summary of general
Monday, October 20, 1941 business and financial conditions

in the United States, based upon
statistics for September and the
first half of October, will appear
in the November issue of the Federal
Reserve Bulletin and in the monthly
reviews of the Federal Heserve Banks.
Industrial activity continued at a high rate in September and
the first half of October. Further advances in the output of defense
products were accompanied by curtazilment in some lines of civilian goods,
particularly automobiles, rubber, and silk, Prices of industrial prod-
ucts increased further but agricultural prices declined after the middle
of September, and on October 16 dropped sharply in response to interna-
tional developments.
Production
Industrial cutput increased by about the usual seasonal amcunt
in September and the Board's adjusted index remained at 160 per cent of
the 1935-1939 average, the same as in July and August. Continued in-
creases in activity were reported in the machinery, aircraft, and ship-~
building industries., At steel mills activity in September and the first
half of October was maintained at about 97 per cent of capacity., Output

and deliveries of nonferrous metals likewise remained at about capacity

levels, while lumber production declined somewhat from the high August
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rate. Automobile production increased less than seasonally in Septemper,
following the changeover to new modsls, and, according to preliminary
estimates, output in September was considerably below the maximua quota
that had been authorized by the (Government.

in the textile industry activity declined somewhat in Septem-~
ber, reflecting mainly a further sharp reduction at silk mills. Activity
at wicol miils rose to a new nigh ievel, while at cotton mills there was
little change from a rate slightly below the peak reached last iay.
Shoe production continued in large volume, and output of manufactured
food preducts was maintained near the peak August level. Output of
chemicals likewise continued at earlier high rates, but at rubber
plants activity was considerably below the level of last summer owing
to curtajlment progfamﬁ crdered by the Government.

Coal producticn, which during the swmmer months had been

0

unusually large, increased less than seascnally in September, owing

in part to temporary work stoppages at some bituminous and anthracite
mines. Crude petroleum production advanced to record levels in Scptem-
ber and the first half of October, and output of metals and shipments
of iron ore down the Lakes continued at about capacity.

Value of construction contract awards declined in September,
according to figures of the F. W. Dodge Corporation, reflecting chiefly
decreases in awards for public projects which had been exceptionally
large in August. Awards for private resiaential building alsc declined,

while contracts for cther private work increased somewhat further.
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Total awards in Sepiember, as in August, were 8C per cent larger than

(’J

in the cerresponding period last year. This higher level reilected
mainly a greaber amount of puclic construction, which was nearly three
times as large as a year ago, compared with an increase of about 10 per
cent for private construction.

On October 9, the Supply Priorities and Allocations Bozid
amnounced that, effsctive immecdiately, no public or private construc-
ticon projects which use critical materials could be started curing the
emergency unless these projects were either unecessary for dircct ns-
tional defonse or essentinl to the healith and safety of the nation.

Distribution

Distribution of general merchiandise showed less than the
customary seasonal riss in September, following an unusually large

>

volunme of

.

sales in August. During the paét three months sales have
been larger than in the corresponding period of any previous year.
In the first half ﬁf Octeber sales at department stores declined
from the peak reached in late September when there were considerable
consurer purchases, pariicularly of articles subject to higher taxes
on October 1.

Leoadings of revenue freight in September increased less than
seasonally, particularly those of miscellonecus rreight, which have
been high in recent months, and leadings of coal, which were curtailed
during part of the month by work stoppages at some mines. Shipments

3 3+ .

of forest products declined considerably frem the high August level.
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Comnodity prices

Prices of industrial éroducts continued to advance in September
and the first half of October and Federal price cellings were announcead
for additional commodities, including leading types of lumber, coke,
wastepaper, paperboard, acetic acid, alcohols, nund carded cotton yarns.

In some cases these ceilings were below previously existing market quo-
tations. Price advances were permitted, however, fcr some other commod-
ities under Federal control. Prices of cotton and of foodstuffs increased
further in the first half of September, but subsequently declined, owing

partly

ct

o seasonal influences. On Thursday, October 16, prices of these
commodities drcpped sharply.
Bank credit

Commercial lcans at member banks continued to rise during
September and the first half of October, reflecting in part defense
demands. Increases were substantial both in New York and in other
leading cities. Holdings of United States Government obligations
decreased, mainiy at banks in leading cities outside of New York.
Excess reserves of member banks showed little change in this period.

United States Government security market

Foliowing a slight descline in the first half of September,
prices of long-term Treasury partially tax-exempt bonds increased dur-
ing the latter half of September and in the first part of October.

The yield on the 2-3/4 per cent bonds of 1960-65 rcached a new record
low of 2.01 per cent in October. Prices of taxabl:z bonds moved within

a relatively rarrcw range during the period with yields slightly above
vrevious low ievels.
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