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For release in morning papers, 
Saturday, December 20, 1941• 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for November and the 
first half of December, will ap-
pear in the January issue of the 
Federal Reserve Bulletin and in 
the monthly reviews of the Fed-
eral Reserve Banks. 

Industrial activity was maintained at a high rate in November 
and the first half of December and distribution of commodities contin-
ued in large volume. Our entry into the war was reflected in a sharp 
advance in the prices of some commodities, some decline in security 
prices, and further curtailment of nonmilitary production. 

Production 

Volume of industrial output was sustained in November at the 
high rate of the previous two months, although a decline is usual at 
this season. The Board's adjusted index advanced from 163 to 167 per 
cent of the 1935-39 average. In industries engaged in production of 
armament and munitions activity continued to increase and in most other 
lines volume of output was maintained or declined less than seasonally. 

Output of materials, such as steel and nonferrous metals, was 
maintained at about capacity. In the automobile industry activity in-
creased, reflecting larger output of both military and civilian products, 
and at lumber mills and furniture factories activity declined less than 
seasonally. At cotton and rayon textile mills activity rose to new rec-
ord levels, and at woolen mills the high production rate of other recent 
months was maintained. Less than seasonal declines in output were in-
dicated for shoes and manufactured food products. 

Crude petroleum production increased further in November. 
Bituminous coal production declined somewhat owing to temporary shut-
downs at some mines during November, and anthracite production was 
curtailed as a result of unusually warm weather in some areas and the 
existence of considerable stocks of coal accumulated in earlier months. 
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Iron ore shipments continued in large volume until the shipping sea-
son closed early in December; during 1941 about 80 million tons of 
ore were brought down the Lakes as compared with the previous record 
of 65 million tons in 1929. Stocks- of ore at lower Lake ports on 
November 30 amounted to about a seven months' supply at the current 
consumption rate of around 6.5 million tons a month. 

Following a declaration of war by this country in early 
December further steps were taken to curtail output of nondefense 
goods using critical materials. Output quotas for passenger cars 
and household appliances were greatly reduced and cessation of out-
put of some other products was ordered as of the end of January. 
Also, the production and sale of new automobile tires and tubes for 
civilian use were halted temporarily, pending establishment of a 
system for controlling their distribution. 

Value of construction contracts awarded in November de-
clined sharply from the high level of other recent months, accord-
ing to figures of the F, W, Dodge Corporation. Awards for privately-
financed construction decreased more than seasonally and contracts 
for publicly-financed projects also declined following a continued 
large volume of awards since last spring. Total awards in November 
were about a fifth larger than a year ago, while for the first ten 
months of the year they were three-fifths larger. 

Distribution 

Volume of retail trade increased in November following 
some decline in the previous month. Department store sales, as 
measured by the Board's seasonally adjusted index, advanced to 115 
per cent of the 1923-25 average as compared with 105 in October and 
116 in September. Larger sales in November were also reported by 
variety stores. Sales of automobiles increased somewhat, according 
to trade reports, but, as in other recent months, now car sales 
were smaller than output and dealers' stocks rose further. 

In the second week of December sales at department stores 
rose less than seasonally, particularly in the coastal regions. 

Freight traffic on the railroads continued in large volume 
in November and the first half of December * Grain shipments in-
creased considerably and loadings of miscellaneous merchandise, which 
includes most manufactured products, were maintained at the high 
level reached several months earlier. Coal loadings declined some-
what , owing in part to temporary shutdowns at some mines. Shipments 
of most other classes of freight decreased less than is usual at 
this season. 
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Commodity prices 

Following the entry of the United .States into the war, 
prices of grains, livestock, and foods rose sharply. Prices of most 
industrial materials traded in the organized markets, being limited 
by Federal regulation, showed little change. Additional measures to 
prevent advances in wholesale prices were soon announced for wool 
and shellac and for such imported foods as cocoa, coffee, pepper, 
and fats and oils. 

Retail food prices, as measured by the Bureau of Labor 
Statistics' index, increased 1-1/2 per cent further from the middle 
of October to the middle of November to a level 18 per cent above a 
year ago. Indications are that retail prices of both foods and 
other commodities continued to rise in December. 

Bank credit 

Total loans and investments at banks in leading cities 
continued to advance during November and the first two weeks of 
December, owing mostly to increased holdings of Government securi-
ties at banks outside New York City. Commercial loans, after show-
ing little net change in Novemberagain increased sharply in the 
first two weeks of December. 

Excess reserves increased through most of the period as 
a result of Treasury expenditures from Reserve Bank balances, but 
declined sharply on December 15 when these balances were replen-
ished in connection with the issue of 1.6 billion dollars of new 
Government securities. Money in circulation lias continued to show 
a marked increase. 

Yields on United States Government securities 

The yield on 2-1/2 per cent United States Government bonds 
of 1967-72, which reached a record low level of 2.32 per cent on 
November 5, advanced somewhat in November and, after the entry of 
the United States into the war, rose to 2.50 per cent. Yields on 
short,-term Government securities increased further. The yield on 
Treasury notes of December 3945 advanced to 0.93 per cent on Decem-
ber 17, compared with 0.62 per cent on September 15, and the rate 
on three-month tills rose to ,295 per cent. 
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