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The following s~~ary of general business 
and financial conditions in the Ulli ted 
States, based upon statistics for January 
and the first half of February, will ap
pear in the ~arch issue of the Federal 
Reserve Bulletin and in the monthly re
views of the Federal Heserve Banks. 

Industrial activity rose further in JanuarJ and the first half of 
F8bruary, re:·lect:ing continued sharp advances in output of military prod
ucts. Rotan trade was unusually active and prices, particularly of unreg
ulated commodities, advanced. 

Production 

Volu;ne of industrial production incl"eased in .January, although usu
ally there is some decline at this season, and the Board's adjusted index 
rose further to 170 per cent of the 1935-39 average. Continued rapid in
creases in activity were reported in the machinery and armament industries 
and production of chemicals likewise rose sharply. Activity at cotton tex
tile mills reached a new high level, following some decline in December. 
In the meatpacking industry, where activity- had risen to record levels in 
December, there was a further advance in January and output of most other 
manufactured food products was maintained in large volume for this time of 
year. 

Production of steel and nonferrous metals continued near capacity 
in January and lumber production, which usually decli.11es at this season, 
was sustained. In the automobile industry output of passenger cars and 
light trucks continued at about the December rate; in February, however, 
production of cars and trucks for civilian use was halted and the plants 
were sm1t down for conversion to armament production. Coal production in
creased in January, following a decline in December when demand was cur
tailed somewhat by unusually warm weather, and output of crude petroleum 
was maintained at record levels. 

Value of construction contracts awarded in Januar-,r was some two
fifths below the le1.rel of the last quarter of 1941, according -co figures of 
the F. W. Dodge Corporation. Declines were reported in all classes of con
struction; the decrease in residential building being usual at this season. 

Total awards in January were slightly larger than last year, but 
public projects accou11.ted for a much larger proportion. of the total than a 
year ago. 
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Distribution 

In January retail trade was stimulated considerab~ b,r widespread 
anticipatory buying of many products resulting from announcements that dis
tribution of new tires and tubes, new automobiles, and sugar would hence
forth be rationed and that the amount of materials available for use in 
various other goods would be restricted. Sales at department stores, vari
ety stores, and general merchandise stores declined much less than is usual 
after the Christmas season, while sales of tires and tubes were restricted 
to essential uses and sales of automobiles ceased pending the establishment 
of a rationing system. In the first half of February department store sales 
decreased somewhat from the high level reached in mid-January. 

Total carloadings of revenue freight, which usually decline in 
January, showed little change this year and the Board's seasonally adjusted 
index advanced from 137 to 140 per cent of the 1935-39 average. Loadings 
of grain und .forest produ.cts rose to unusually high levels for this time of 
yeaJ.· and c0al shj.pments also increased, following a decline in December. 
Shipments of miscellaneous freight, which include most manufactured products, 
declined less than seasonally. 

Commodity prices 

Prices of commodities and services continued to advance sharply in 
January and the first half of February. The Emergency Price Control Act of 
1942 became a la.w on January 30 and former Federal maximwn price schedules-
approximately 100 in number--remained in effect under its terms. About one
half of these schedules were issued following the United States' entry into 
the war. In this period, price controls were e~tended to a number of fin
ished consumers' goods and covered main~ items for which output for civilian 
use had been sharp~ curtailed or prohibited b,y Federal order. Retail prices 
of foods and textile products, which are not subject to direct control, showed 
exceptionally large increase$ from December 15 to January 15 and, according 
to preliminary indications, have continued to advance since that time. 

Bank credit 

Since the beginning of the year loans and investments at banks in 
leading cities have increased, reflecting purchases of Government securities 
b,y city banks outside New York and increases in commercial loans qy banks 
in New York. Demand deposits and currenc-.f in circulation have risen sharply. 
Member bank reserves have shown little change in recent weeks, and excess 
reserves have continued close to 3-~ billion dollars. 

United States Government securi~ prices 

Prices of United States Government bonds declined somewhat in the 
first half of Febru~J, following little change during the previous month, 
while prices of short-term securities, which had risen in ~anua.~, were 
steady. 
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