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BOARD OF GOVERNQRS
OF THE
FEDERAL RESERVFE SYSTEM
STATHLENT FOR THE PRESS
For release in morning papers, The following summary of general busi-
Saturday, May 23, 1942. ' ness and financial conditions in the

United States, based upon statistics
for April and the first half of May,
will appear in the June issue of the
Federal Reserve Bulletin and in the
monthly reviewsof the Federal Reserve
Banks,

Industrial activity increased in April and the first half of May
reflecting continued advances in armament production. Following an increase
in buying during the first quarter, retail trade declined somewhat. Whole—~
sale commnodity prices advanced further.

Production

Expansion of industriel production in April ws=s reflected in an
advance in the Board's seasonally adjusted index from 172 to 174 per cent
of the 1735-39 average. This increase followed upon a period of relative
stability during the first quarter of the year, when growing war production
was offset by decreascd civilian output.

Since the beginning of the year total volume of industrial output
has shown little change but there have been marked differences among indi-
vidual industries. In general output of machinery, chemicals, and armament
of all kinds has continued to expsand at a rapid rate. There have also been
substantial increases in output of eleciric steel, nonferrous metals, glass
containers, wood pulp, and coal, On the other hand, output of many proaucts
for civilian use such as automobiles, tires znd tubes, wool textiles, elec-
trical appliances, alcoholic beverages, petroleum, and petrolcum products
has been sharply reduced either by direct order or by shortages of material
or transportation facilities., In the month of April crude petroleum and
petroleum products were the principal commodities showing a decline in cut-
put. Output of furniture, cotton and rayon textiles, menufactured foods,
paper productis, and tobacco products has been maintained in large volume,

. Value of construction contracts awarded in April, as reported by
the F., W, Dodge Corporation, was almost one-fifth below the high March to-
tal, reflecting a decline in publicly financed construction. Residential
contracts decreased by one-fourth and for the month were at about the same
level as last year.  Awards for non-residential building increased slightly,
mainly because of a 40 per cent increase in awards for factory construction,
practically all publicly financed.

In the first four munths of 1942, total awards were about one-
fourth greater than in the corresponding period last year; public awards
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more than doubled, while those for private prcjects wers dovn by about two-
fifths., Public awards in this period made up over 70 per cent of the total,
compared with about 40 per cent last year,

Distribution

Retail sales declined somewhat in April, following z considerable
amount of anticipatory buying during the first quarter of this year., At
department stores, dollar sales in April were zbout 10 per cent below the
first quarter average, making allowance for usual seasonal variations, but
were 5 per cent above the level prevailing during the latter part of 1341.
Puring the first half of May sales showed a further decrease and were around
6 per cent larger than a year ago in contrast with price incresses amount-
ing on the average to about 20 per cent over the year period,

Total freight car loadings increased sharply in April owing chiefly
to larger shipments of coal and forest products, and to a sharp rise in iron
ore loadings as the Great Lakes shipning season got underway. Shipments of
merchandise in less than carload lots, which had begun to decline in March,
were reduced sharply further in April, reflecting Government action to in-
crease the average load per car in order to effect fuller utilizaticn of
railroad equipment.

Commodity wnrices

Beginning on May 11, wholesale prices of most commodities were
limited to the highest levels reached during March, according to the general
maximum price regulation issued April 28, Effective Mzy 18, retail prices
of most commodities were likewise limited. Retail prices of related serv-
ices will be limited beginning July 1.

About 30 new maximum price schedules for industrial products were
issued from the middle of April to the middle of May. Most of these cov-
ered wholesale prices of items previcusly subject to informal or temporary
controls., Upward adjustments in maximum prices were allowed for coal, fer-
romanganese, tires, petroleum products, and a few other items,

Wholesale prices of most farm products and basic focds, which are
exempt from direct control, showed little change in this period, following
sharp increases earlier in the year.

Bank credit

During the five weeks ending May 20 Federal Reserve Bank holdings
of Government securities increased by about 200 million dcollars, while cur-
rency in circulation rose by 260 million. Member bank depcsits increased
during the period and reguired reserves showed a corrasponding growth. The
net result was a decline of 300 miliion in excess reserves. Holdings of
United States securities at bhanks in leading cities incressed further, while
commercial loans declined. Liguidation of lozns was concentrated at bank
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in New York City and in the Kansas City district.

United States Government security prices

Prices of U. S. Government bonds declined in the last half of
April, but steadied in the first half of May. Rates on current Treasury
bill issues rose from about 0,20 per cent in March to Q.36 per cent in May.
. The Federal Open Market Committee announced on April 30 that Federal Re-~
serve Banks stood ready to purchase all Trzasury bills offered at 0.375
per cent. :
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