
MONTHLY REVIEW
of Credit and Business Conditions
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Federal Reserve Agent Federal Reserve Bank, New York July 1,1931

Money Market in June
During June this country gained gold at a rate that has not been approached since 1917 and has probably never before been equaled. The total gain to the country’s gold stock during the month was about $153,000,- 000, of which $61,000,000 took the form of imports and $92,000,000 represented the net release from earmark of gold previously accumulated here by foreign banks of issue and held in the custody of Federal Reserve Banks. Most of this gold was received for account of the Reichsbank which sustained heavy losses of funds following the development of banking difficulties in Austria and rumors of a declaration of a postponement of reparations payments by Germany. Between May 30 and June23 the Reichsbank’s gold stock declined by about $233,000,000, and the foreign exchange reserve declined $22,000,000. Following the announcement of President Hoover’s proposal that payments of principal and interest on all inter-governmental debts, including reparations, be suspended for one year, the decline in German exchange at New York was arrested and the loss of funds to this and other countries appeared to have largely ceased.On June 25, this bank made the following announcement:

“The Federal Reserve Bank of New York, in association with other Federal Reserve Banks and with the approval of the Federal Reserve Board, has agreed, if desired, to purchase from the Reichsbank up to a total of about the equivalent of $24,000,000 of prime commercial bills. The agreement of the Federal Reserve Bank of New York was made in cooperation with the Bank of England, the Bank of France, and the Bank for International Settlements, as a part of a credit arrangement with the Reichsbank aggregating in all approximately the equivalent of $100,000,000.”
Numerous countries in other parts of the world alsu continued to experience difficulty in settling the balances due the United States, including payments due on their debts contracted here in previous years, as well as on their commodity trade with this country. This was reflected in further gold shipments of moderate amount from Latin American and Far Eastern countries to the United States. Canadian exchange also declined in June to levels which resulted in some flow of gold from that country to the United States.
Notwithstanding the magnitude of the gain of gold by this country during the past month, there has been
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little apparent effect on money market conditions or on the volume of bank credit. This was due partly to an unseasonal increase of about $100,000,000 in the demand for currency during the month. This increase in the amount of currency nominally in circulation in June probably did not represent an increased business demand for currency, but, like the April increase and the extra-seasonal increase of last December, was more likely due to the withdrawal of deposits from the banks in localities where banking conditions were disturbed.The principal New York banks, however, held a larger average amount of excess reserves in June than in any previous month in recent years. This appears to have been due partly to the excess of gold receipts over currency demands, and partly to the release of reserves which accompanied a steady liquidation of member bank credit in New York during most of the month. Between the middle of May and the middle of June the total loans and investments of the reporting New York banks declined about $360,000,000 and their demand deposits declined nearly $400,000,000, so that the amount of reserves which they were required to maintain at the Reserve Bank was reduced by more than $50,000,000. The reduction in the amount of credit extended by New York member banks occurred largely through the liquidation of security loans, but there was also some reduction in the holdings of securities other than United States Government securities.Notwithstanding the substantial amount of excess reserves held by New York banks during much of the month, lending rates remained almost unchanged from those of a month ago. The only noticeable changes in open market money rates were further slight declines in the yields obtainable on short-term Government securities and in commercial paper rates. In view of the low yields obtainable by banks on their liquid funds, discussions among banks of rates paid on deposits were wide-spread and in a number of localities throughout the district reductions were reported, most of them to become effective July 1. The reductions applied especially to time deposits, rates on which were reduced in most cases from 4 per cent to 3 or 3% per cent.
Money Rates at New York

June 30, 1930 May 29, 1931 June 30, 1931

Stock Exchange call loans........................ * lH -3 *iy2 *iy2
Stock Exchange 90 day loans................. 2 % t n y 2- i H i y 2
Prime commercial paper.......................... 3 K -3 M 2
Bills— 90 day unindorsed.........................
Customers’ rates on commercial loans..

lVs 7A 7A
f 4 .21 f 3 .46 t3 .46

Treasury certificates
Maturing September 15 (y ield )......... 1.58 .57 .42
Maturing December 15 (yield)........... 1.86 .76 .63

Federal Reserve Bank of New York re
discount rate........................................... 2M i y 2

Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. 2 1 1

*For preceding week f  f  Nominal f  Average rate of leading banks at middle of month

T r e a s u r y  T a x  P eriod O pe r a t io n s

On June 15 the Treasury sold over $800,000,000 of 3% per cent 15 to 18 year bonds, the largest amount of United States Government bonds sold at one time since the war loans. The new issue exceeded by about $220,- 000,000 the $589,000,000 of maturing Treasury cer

tificates, and after the allotment of $326,000,000 of the new bonds in exchange for maturing certificates, only a small fraction of the cash subscriptions could be allotted.
Notwithstanding the large volume of Treasury operations during the tax period, including in addition to the sale of the new bond issue the payment of maturing certificates, the payment of interest on outstanding Government debt, and the collection of second quarter income tax instalments, these operations had less effect on the money market than usual. As more than half of the maturing certificates were exchanged for the new bonds, cash redemptions were reduced to about $265,- 000,000, and this amount was nearly balanced by payments of $112,000,000 on foreign debts to the United States Government, and $95,000,000 of cash payments for the new Treasury bonds, together with the comparatively small volume of income tax checks actually cleared and collected on that day. Consequently, the Treasury found it necessary to obtain only $38,000,000 from the Reserve Banks on the 15th through the issuance of special one-day certificates of indebtedness, the smallest amount for any tax date in a number of years, and this was repaid on the following day. Thereafter the collection of income tax checks gradually withdrew funds from the commercial banks and built up the Treasury’s balances with the Reserve Banks.

B il l  M a r k e t

During the first part of June, the discount market was moderately active, but as dealers’ purchases were somewhat in excess of their sales, the dealers’ portfolios of bankers bills rose considerably further to the highest figure since last autumn. Around the middle of the month investment demand for bills was stimulated to some extent by the efforts of New York banks to employ a portion of the funds which accumulated in this market at that time, and dealers’ sales consequently were in much larger volume than their purchases, with a resultant marked decline in their portfolios. In the latter part of the month, however, the volume of the investment demand for bills was affected somewhat by a decrease in foreign buying, and the discount houses’ holdings of bills tended to rise again, although remaining well below the level reached early in June. With large excess reserves in the possession of the New York banks during much of the month, few bills were offered to the Federal Reserve Bank of New York, and the total bill holdings of the Reserve Banks tended downward after the first week of June, showing a net decrease of about $25,000,- 000 for the month. Throughout the month of June, rates for bills continued at the levels in effect shortly after the middle of May.
A reduction of only $9,500,000 occurred between April 30 and May 31 in the volume of American bankers acceptances outstanding, and the total at $1,413,000,000 continued for the second month to be somewhat larger than the figure for the comparable date of 1930. During the first five months of this year the seasonal decline in outstandings has amounted to $143,000,000, as compared with $350,000,000 in the corresponding period last year. While bills outstanding were declining slightly in May,
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the group of accepting institutions that report to the American Acceptance Council increased their holdings of bills by $54,000,000 to $464,000,000.
C o m m e r c ia l  P aper  M a r k e tA good investment demand on the part of banks throughout the country and a small supply continued during June to be the dominant characteristics of the open market for commercial paper. Whatever new paper came into dealers’ lists as a result of commercial and industrial borrowing quickly found its way into the portfolios of investing banks. Under these conditions, the movement of rates continued downward; early in the month the rate for prime names receded from a range of 2-2*4 per cent to a prevailing rate of 2 per cent, and shortly afterwards a small amount began to be offered at 1% per cent. By the end of the month, the sales of the highest grade paper at 1% per cent had increased to some volume, although the going rate for the general run of prime paper continued to be 2 per cent.The volume of open market commercial paper outstanding declined slightly further during May, according to reports received by this bank from 20 dealers. At $305,000,000 on May 31, outstandings were 44 per cent smaller than a year ago.

Gold Movement
Of particular interest in the unusually heavy gold movements during June were the receipt late in the month of $26,000,000 of gold from Germany, the first direct shipment from that country since May 1929, and shipments of $17,750,000 from Canada, the first since January 1931. In addition, $4,900,000 of gold was received from Argentina, $2,000,000 from Peru, and $2,500,000 from Cuba. At San Francisco, $6,300,000 arrived from China and $400,000 from Japan. The largest gain to the country’s gold stock during the month, however, resulted from a net decrease of $92,000,000 in gold held under earmark for foreign account, including $2,000,000 released by the Boston Reserve Bank. A preliminary estimate indicates a net gain to the United States monetary gold stock of $153,000,000 during June, and of $357,000,000 for the first six months of the year. This compares with a gain of $251,000,000 in the first half of 1930, and of $309,000,000 in the whole of last year.The Bank of England increased its gold holdings further during June by about $60,000,000, chiefly through the acquisition of some $40,000,000 from Germany and by the purchase of South African gold offered in the open market. A shipment of $4,800,000 was received by Germany from Russia.

Central Bank Rate Changes
Following a loss of $168,000,000 in reserves during the first two weeks of June, the Reichsbank raised its discount rate from 5 to 7 per cent, effective June 15. Loans and discounts of the Reichsbank continued to increase and reserves to decrease so that the cabled statement of June 23 showed an increase in loans and discounts of

$126,000,000 over the May 30 figure, and a decline of $255,000,000 in reserves during the same period. The bank’s notes and sight liabilities showed a decline of $117,000,000, and there resulted a decline in the reserve ratio from 59.9 per cent on May 30 to 40.4 per cent on June 23,—the required legal minimum being 40 per cent. On June 23 the legal reserve of the Reichsbank totaled $358,000,000 of which $336,000,000 was in gold and $22,000,000 in foreign exchange counted as reserve cover. After President Hoover’s announcement with regard to intergovernmental debts the losses of reserves were at a diminished rate.The Austrian National Bank rate, which had been 5 per cent from September 10, 1930, was raised to 6 per cent on June 8, and was increased a second time to 7Y2 per cent on June 16, making a total rise of 2% per cent in the month. The occasion for these changes was a movement of funds from Austria during the period of negotiations leading to the reorganization of the Oester- reichische Credit-Anstalt. The latest statement received here of the Austrian National Bank showed for June 7 a decline from April 30 of $3,000,000 in the bank’s reserve and of 8.4 per cent in the statutory reserve ratio to 28.6 per cent, or 4.6 per cent above the required legal minimum. In addition, there was a decrease of $22,600,- 000 in the bank’s stock of non-reserve foreign assets. Bills discounted at the Austrian National Bank meanwhile were increased from $12,700,000 to $67,100,000.Also on June 16 there was an advance in the rate of the Hungarian National Bank, from the 5% per cent which had been fixed on May 30, 1930 to 7 per cent. The latest statement received here, referring to the bank’s position on June 7, showed that from the end of 1930 to June 7 the bank had lost $11,700,000 of its reserve, but that, following the repayment of the usual year-end borrowing in January, there had been no appreciable call upon the bank for credit. The reserve ratio on June 7 was 44.5 per cent, or 20.5 per cent above the legal minimum.Effective June 29, the discount rate of the National Bank of Yugoslavia was raised from 5% per cent to 6% per cent. The lower rate had been in force since May 28, 1930.The discount rate of the National Bank of Bulgaria was reduced on June 4 from 9 to 8% per cent, the earlier rate having been in effect since January 29, 1931.
Foreign Exchange

The weakness of the reichsmark which developed in the last few days of May continued into June, and frequent though narrow fluctuations characterized the other European exchanges in June. At mid-May the reichsmark was quoted around its parity of $0.2382; by June 1 it had receded to $0.2374%, and on June 11 it touched a low of $0.237114. Repeated sales of gold by the Reichsbank failed to give the exchange appreciable strength, but on the 22nd it responded to the proposal for an inter-governmental debt moratorium with a 3 point rise to $0.2376. Subsequently, however, a reaction to $0.2373% occurred. Sterling declined from $4.86 21/32 on June 1 to $4.86*4 on the 11th, and then turned
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irregularly upward, being quoted on the 27th at $4.86 15/32. The French franc, which had gained 1 3/16 points between May 1 and June 2, lost about half this gain and closed on the 27th at $0.0391%. Guilders and Swiss francs both rose from below their parities in May to well above par around the middle of June—the guilder to $0.4026 and the Swiss franc to $0.1943—after which the guilder declined slightly to $0.4023% on the 27th and the Swiss franc more decidedly to $0.1933̂2- The Central European exchanges were steady in a narrow market—the Austrian schilling at $0.1406 (par $0.1407), the Hungarian pengo at $0.1746 (par $0.1749), and the Czechoslovakian crown 5/16 above par at $0.0296 5/16. The Spanish peseta, which had closed the month of May at $0.0886, advanced steadily to $0.1011 on June 12 and then declined to $0.0943 on the 27th.Despite gold shipments to New York, the Canadian dollar weakened persistently, though with relatively wide fluctuations, from a discount of 3/64 of a cent to a discount of 21/32, firmed to 7/32 discount on the 29th, closing the month below the gold import point to this country. South American currencies on the whole were stronger in June. The Argentine peso after starting at $0.6838 on the 2nd was steady around $0.6944 at the middle of the month, and by the 26th was appreciably stronger at $0.7246. Brazilian milreis gained one cent to $0.08 on the 10th, but stood at $0.0770 on the 26th. The Chilean peso was weak towards the middle of the month but closed at $0.1212 on the 26th, as against the month’s opening level of $0.1205. The Uruguayan peso, which had dropped in May from $0.66 to a low of $0.5470 on the 28th, was irregularly firmer in June at around $0.58.Hong Kong and Shanghai quotations were fairly steady until June 22 when the former firmed 2 cents to $0.23625 and the latter gained 2% cents to $0.31. Before the end of the month further advances had raised the rates to $0.26 and $0.32% respectively.
Currency Stabilization in Yugoslavia

The Yugoslav dinar, in which de facto stabilization had been maintained for a number of years past, was legally stabilized on June 28 with a gold content of 26.5 milligrams of fine gold to one dinar, corresponding to the value it has maintained—$0.0176—since 1925. According to the new monetary law, notes of the National Bank of Yugoslavia are redeemable in gold or foreign exchange at the option of the bank, with the proviso that gold for export will be freely delivered in minimum amounts equivalent to 250,000 dinars (about $4,400). The reserve ratio is fixed at 35 per cent of notes and sight deposits, of which 5/7 (25 per cent of coverable liabilities) must be held in gold.
Security Markets

Stock prices continued to move downward in the first two days of June, and price averages reached new lows for a number of years. The railroad shares were the lowest since 1922 and the industrials since 1926. Public utility stocks, after holding above the low points of last December, broke through those levels to new lows since1928. Following the culmination in these rather sharp
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declines of the downward movement of previous weeks, there was a considerable recovery in prices for a few days, after which the general level was not markedly changed until June 20. The announcement of the proposed one year suspension of inter-governmental debt payments was followed by a strong advance which carried average prices to a level about 27 per cent above the lows of early June. Toward the end of June, about one- half of the ground lost on the February to early June reaction had been recovered.In the first part of June, the trading in stocks on the Exchange was in excess of 3,000,000 shares on a number of days, but gradually diminished as the month advanced to 900,000 shares on June 17, the smallest volume for any full day since November 1926. Accompanying the firmer price tendency of the latter part of the month, however, the activity on the New York Stock Exchange increased substantially, and on one day exceeded 5,000,000 shares.Prices of domestic corporation and foreign bonds dropped considerably further in the first two days of June, accompanying the weakness in the stock market. With the upturn in stock prices, bond quotations likewise strengthened, and for the balance of the month the general movement was upward. In domestic corporate issues, the weakness of the opening days of the month caused some of the bond averages, containing a relatively large proportion of medium grade issues, to decline to new lows for a number of years, while those averages composed largely of the highest grade issues remained above the low points of last December. By the close of June these domestic bond averages, as the result of the fairly steady advance, had risen from % of a point to about Sy2 points from their early June lows. The composite movement of five of the domestic bond averages is shown in the accompanying diagram, together with averages of foreign and United States Government bonds.The foreign bond list as a whole tended to advance after the weakness at the month’s opening, despite a decline in German issues which continued until the an-
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nouncement of the proposed moratorium which was designed to include reparations payments. Toward the close of June an average of 40 representative foreign bonds had advanced to the highest level since the first part of May, and a large number of German bonds showed an average recovery of about 9 points from the lowest quotations registered earlier in the month.After easing somewhat in the latter part of May, United States Government bonds tended to advance gradually on the announcement of the terms of the new Treasury 3% per cent bond issue offered on June 1, and just before June 15 the average price of the outstanding Treasury and Liberty issues reached a level nearly as high as the peak attained in the previous month. Beginning on June 20, however, average prices of Government bonds reacted and were about % point lower at the close of the month.
New Financing

The total volume of new security offerings during May was $443,000,000, as compared with $615,000,000 in the previous month and $1,176,000,000 in May 1930. Of the May security issues, $352,000,000 represented new capital and $91,000,000 refunding operations. In the field of domestic bond financing, the corporate issues for new capital purposes totaled only $132,000,000, and were exceeded by State and municipal financing which totaled $172,000,000 for the month. As the accompanying diagram indicates, security flotations by States and municipalities have shown a tendency to increase during recent months, while bond financing by domestic corporations has remained considerably below the level of the first half of 1930. New capital issues by foreign borrowers in this market, as for some months past, were in small amounts, and represented entirely Canadian financing.During the first three weeks of June, the offering of new securities proceeded at an even slower rate than in May, but in the closing ten days of the month, accompanying greater strength in the security markets, the volume of security offerings increased somewhat. These offerings included a large proportion of public utility issues, some of which were for refunding purposes. For

the month of June as a whole, security flotations will probably prove to have been somewhat larger than in May, with public utility issues accounting for about half of the total, and State, municipal, and farm loan issues next in importance. Foreign financing was increased by the offering of a $22,800,000 Taiwan Electric Power Company, Limited, issue, which was guaranteed by the Japanese Government. This was the first sizable public offering of the bonds of a foreign borrower, other than Canadian, in many months.
Building

The volume of building and engineering contracts awarded in 37 States during May was seasonally smaller than in the previous month, and the amount reported by the F. W. Dodge Corporation continued to be about one-third smaller than a year ago. All of the major groups of contracts again showed declines compared with May 1930; residential building was 24 per cent smaller, public works and utility projects were down 28 per cent, and other non-residential contracts were reduced by 43 per cent. Seasonally adjusted indexes for residential and non-residential building, and the construction of public works and utilities indicate that construction of public works and utilities dropped somewhat further from the March peak in May, while activity of the other two groups was little changed from the previous month. In general it appears that construction awards during May remained slightly above the lowest levels reached a few months ago.For the first five months of this year, there was a decrease of 28 per cent from a year ago in the total value of building and engineering contracts awarded. Residential work was 13 per cent smaller, and public works and utility projects declined 19 per cent, while contracts for other non-residential building were reduced 42 per cent. In the first three weeks of June, the daily average volume of contracts awarded was about the same as in the previous month; increased activity in public works and utility construction was offset by declines in other types of building.In Metropolitan New York and vicinity, residential contracts awarded during May were larger than a year ago, due to single-family dwellings to be erected in housing developments. In each of the first five months of this year, residential contracts were above the 1930 level, and the total amount for this period showed an increase of 42 per cent over a year ago. Other types of building, however, were considerably smaller than last year both for May and for the elapsed five months of the year, and consequently the total volume of contracts awarded in May was 35 per cent below a year ago and the aggregate for January to May was 23 per cent less.
Commodity Prices

During June moderate strength developed in the prices of basic commodities, following an almost uninterrupted decline for the greater part of the past two years. Average prices for the month as a whole were lower than for the month of May, but weekly indexes advanced slightly above the low levels reached at the end of May. There were further declines in prices
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of some commodities, but the proportion of commodities showing declines was not so large as in most of the recent months, and recoveries of varying amounts occurred in a number of commodities.Prices of live stock and hides were among those showing the most substantial recoveries. Cotton also advanced considerably, and at 10.40 cents near the end of June was over 2 cents above the low point reached early in the month. The non-ferrous metals, copper, lead, tin, and zinc, after declining further in the early part of June to the lowest levels in many years, all turned somewhat firmer in the latter part of the month.The monthly index of wholesale commodity prices which is computed by the U. S. Bureau of Labor Statistics declined further in May to a new low point since 1915, and was only 2 per cent above the average level in 1913. The basic commodities continued to be conspicuous among those showing the greatest declines, which is in keeping with the usual tendencies in times of wide price movements. The accompanying diagram illustrates the divergent price movements of recent years.At one extreme are prices of farm products, which in 1930-1931 as in 1920-1921 have shown some of the most drastic declines, and, after holding for several years at an average level about 40 per cent above that just preceding the war, are now well below the 1913 level. Both the supply of and the demand for many of these commodities are relatively inflexible, and their prices respond violently to changes in the general business and financial situation. At the other extreme are wages— the price of labor—which in 1930-1931 as in 1920-1921 have reacted to the depression much less than have commodity prices. In this case, the supply is quickly adjusted to the demand by enforced idleness of workers in periods of depression, but the price is comparatively inflexible. It should be noted, however, that wages per day or per week do not necessarily represent labor costs per unit of output. Although wage rates in general have remained more than 100 per cent above the pre-war level —much higher relatively than commodity prices—the increased use of power machinery and improved methods of utilizing labor have tended greatly to reduce the

Movements of Various Types of Prices (Federal Reserve Bank of 
New York composite index of wages and index of general price 

level; Department of Agriculture index of farm prices at 
the farm— 1913 = 1 0 0  per cent)

spread between labor costs and commodity prices. Undoubtedly this tendency has been spurred by the conditions of the past year.Between the lines tracing the levels of wages and the prices of farm products is shown this bank’s index of the general price level. This is a composite index in which are included as far as possible the prices of all kinds of goods, services, and property for the purchase of which money is used—agricultural and industrial prices, retail as well as wholesale prices, rents, wages, real estate, and security prices. This index has declined during the past two years at a rate more rapid than at any other time in the past fifty years, with the exception of 1920-1921.
Employment and Wages

No material change occurred in the employment situation during May. A decline from April of about the usual proportions occurred in the number of workers employed in reporting factories, both in New York State and in the country as a whole, but there was a further increase in out-of-door employment, in consequence of a seasonal expansion of activity in building, road construction, and farm work.Factory payrolls showed a decline from April to May, whereas in past years no consistent change has occurred between those months. Since 1929 the decline in factory payrolls has been distinctly greater than the decline in the number of factory workers employed, following an extended period, from 1922 to 1929, when payrolls tended to increase more rapidly than the number employed. The decline of 36 per cent in payrolls of reporting factories since September 1929, as compared with a reduction of27 per cent in the number of employees, doubtless is due in part to an increase in the amount of part time employment, and in part to reductions in wage rates.The ratio of orders for workers to applications for employment at New York State employment offices showed a moderate decline in May, and this tendency increased during the first part of June. The American Federation of Labor report on unemployment among its members indicated that, following a general slight improvement in May, unemployment during the first half of June was somewhat greater among its members in the principal trades, except building, where there was no change from the previous month.
Production

Data for June indicate a decline in industrial production, but there is not sufficient information available at this time to indicate whether or not this decline exceeded the average seasonal reduction of past years. The Iron Age ratio of current activity in the steel industry to theoretical capacity fell to 36 per cent toward the close of the month, as compared with 44 per cent in the latter part of May. In the automobile industry also, seasonal contraction of output was reported, and production of cotton goods and bituminous coal was somewhat lower than in the previous month. Crude petroleum output showed a moderate upward tendency, at least part of which was seasonal.
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During the month of May some irregularity in industrial activity developed, following gains in the first four months of the year, but it appears that the aggregate output of industry, after adjustment for the usual seasonal movements, showed only a minor recession from the previous month’s level, and remained about 9 per cent above the low point of last December. A number of the most important industries, including iron, steel, copper, and automobiles showed declines that were close to the average in past years.More than seasonal contraction was evident, however, in output of zinc, in meltings of cane sugar, and in mill consumption of raw cotton, and declines contrary to the usual tendency occurred in the production of anthracite coal and of sole leather. Production of bituminous coal and of wheat flour and slaughtering of live stock showed increases over April that were less than the average in past years. On the other hand, increases after adjustment for seasonal changes occurred in mill consumption of raw silk, in wool mill activity, and in output of shoes, tobacco products, cement, and lead.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

M ay March April May

Metals
Pig iron ............................................................ 104 63 64 64
Steel ingots..................................................... 102 69 66 65
Copper, U .S . mines.....................................
Lead..................................................................

84 65 64 63p
90 66 62 66

Z inc.................................................................. 76 51 50 43
Tin deliveries................................................. 92 79 84 86

Automobiles
Passenger cars................................................ 90 57 65 65p
M otor trucks.................................................. 93 76 79 76 p

Fuels
Bituminous coal............................................. 97 81 83 79
Anthracite coal.............................................. 86 78 90 77
Coke.................................................................. 101 70 72 71
Petroleum, crude........................................... 98 81 87 88p
Petroleum products...................................... 95 77 81

Textiles and Leather Products
Cotton consumption..................................... 77 78 82 79
Wool mill activ ity ......................................... 75 73 74 85
Silk consumption........................................... 87 100 84 92
Leather, sole................................................... 105 80 89 84p
Boots and shoes............................................. 95 97 109p 114p

Foods and Tobacco Products
Live stock slaughtered................................. 94 91 99 92
Wheat flour..................................................... 92 90 91 85
Sugar meltings, U. S. ports........................ 92 60r 71 65
Tobacco products.......................................... 102 96 98 100

Miscellaneous
Cement............................................................ 118 79 87 92
Tires.................................................................. 84 67 70
Printing activ ity ........................................... 93 85 85
Paper, newsprint........................................... 96 91 89
Paper, other than newsprint...................... 92 82 p 84p
W ood pulp ...................................................... 97 76 78

p Preliminary r Revised

Indexes of Business Activity
Following several months of relative stability, this bank’s indexes of the distribution of goods and of general business activity indicate some decline from April to May, after adjustment has been made for the usual seasonal changes. Car loadings of merchandise and miscellaneous freight did not show the usual seasonal increase in May, so that this bank’s adjusted index declined slightly, and loadings of bulk freight showed less than the usual substantial increase for the month of May,

declining after seasonal adjustment to the lowest level since 1922. Average daily department store sales in this district declined 5 per cent from the April level, whereas on the basis of past experience little change was to be expected. The number of new corporations formed in New York State also declined moderately. A considerable degree of stability, however, was shown by a number of other series, including imports and exports, advertising, life insurance sales, postal receipts, and business failures.
(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

May March April May
Primary Distribution

Car loadings, merchandise and misc........ 94 77 80 79
Car loadings, other....................................... 94 73 74 68

82 65 63 64p
103 82 76 77 p

Panama Canal traffic in American vessels r 91r 73r 78r 76r
Distribution to Consumer

Department store sales, 2nd Dist............. 103 99 102 95
Chain store sales, other than grocery.. . . 93 80 88 87
Life insurance paid fo r . .............................. 93 85 82 81

90 81 78 77
General Business Activity

Bank debits, outside of New York City.. 99 83 85 86
Bank debits, New York C ity..................... 134 103 103 102
Velocity of bank deposits, outside of New

York C ity ................................................... 112 91 90 91
Velocity of bank deposits, New York City 143 97 99 93
Shares sold on N. Y . Stock Exchange r . . 200r 148r 130r 117r
Postal receipts............................................... 96 86 87 87
Electric power................................................ 93 80 83 p
Employment in the United States........... 93 80 80 80
Business failures............................................ 105 114 108 109
Building contracts......................................... 83 72 59 60
New corporations formed in N. Y . State. 84 90 89 86
Real estate transfers.................................... 66 58 55 54
General price level*...................................... 172 157 155 153
Composite index of wages*........................ 225 219 217 216
Cost of living*............................................... 167 151 149 149

p Preliminary r Revised *1913 average=100

Foreign Trade
During May the value of this country’s foreign merchandise trade showed about the usual seasonal decline from the previous month. Exports were valued at $205,000,000 and imports at $182,000,000, amounts which were in each case 36 per cent less than in May1930.Although the value of all principal groups of exports and imports remained at low levels, exports of crude materials and imports of all groups of commodities, except manufactured foodstuffs, showed smaller percentage reductions from a year ago than in the previous month. In the case of several groups, notably the raw materials, the decrease in value from a year ago was undoubtedly more than accounted for by the decline in the prices of those commodities.Among the exports, the finished manufactures group, composed chiefly of automobiles, gasoline, and machinery, with a reduction of 43 per cent continued to show the largest decline from May of last year. On the other hand, exports of crude materials, largely raw cotton and tobacco, were only 10 per cent less than a year ago. The value of raw cotton exports alone showed a slight gain over 1930, despite the large drop in prices, as the volume of cotton exports was 60 per cent above the small amount of May 1930. A decline of more than 35 per
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cent, or $6,000,000, occurred in the value of exports of the principal grains.Compared with a year ago, imports of manufactured foodstuffs, chiefly sugar, showed the largest percentage decline in value—over 50 per cent—while imports of crude foodstuffs, principally coffee, had the smallest decrease—about 12 per cent. Receipts of raw silk, after a temporary decline in the previous month, again were in considerably larger volume than in 1930, and quantity receipts of coffee were more than 50 per cent larger. Crude rubber" imports, on the other hand, were about 20 per cent smaller in volume than a year ago.
Department Store Trade

Reporting department stores in this district showed a 15 per cent decrease from a year ago in their May sales, but May of this year had one less selling day than last year, and, in addition, unseasonable weather probably had the effect of deferring some purchasing until June. Preliminary reports indicated that sales during the first half of June compared much more favorably with the corresponding period of last year.May reports of department stores located in the metropolitan area and in Buffalo showed larger decreases from a year ago in daily average sales than have previously been reported to this bank. The declines in sales in the other sections of this district ranged from 11 per cent to 20 per cent, with the exception of the Westchester section, and stores there reported a decline for the first time since January. Apparel sales were especially affected by conditions in May, and the sales of the reporting apparel stores showed an unusually large decline from a year ago.Stocks of merchandise on hand at the end of May, at retail valuations, continued to show the same substantial decrease from 1930 as in April. The percentage of outstanding charge accounts collected during May continued to be smaller than a year ago.

Locality

Percentage change from 
a year ago

Per cent of 
accounts 

outstanding 
April 30 
collected 
in May

Net sales Stock 
on hand 
end of 
month

1930 1931
May

January 
to May

New Y o rk .........................................
Buffalo...............................................
Rochester...........................................
Syracuse.............................................
Newark..............................................
Bridgeport.........................................
Elsewhere..........................................

Northern New York State.
Southern New York State........
Hudson River Valley D istrict..
Capital D istrict...........................
Westchester District...................

— 15.5 
— 21.4 
— 12.4 
— 10.9 
— 13.3 
— 16.8 
— 14.1 
— 13.4 
— 12.9 
— 11.4 
— 19.9 
—  7.3

—  8.1
—  9 .3
—  6 .8
—  8 .3
—  6 .7  
— 10.1
—  8 .6

— 13.9 
— 20.5 
—  9 .2  
— 14.6 
— 12.8 
— 12.3 
— 10.8

49.9
48.4
42.0  
32.2
45.7
42.0
39.8

51.4
41.3
41.8
28.8
41.3
37.6
36.7

All department stores............ — 15.2 —  8.0 — 14.1 47.2 45.8

Apparel stores.......................... — 18.8 —  8 .7 — 11.9 46.7 44.0

Sales and stocks in the principal groups of departments are compared in the following table with those of a year previous. Apparel departments are prominent among those showing large declines in sales from the May 1930 volume.

Net sales 
percentage change 

M ay 1931 
compared with 

May 1930

Stock on hand 
percentage change 

M ay 31, 1931 
compared with 
M ay 31, 1930

Toilet articles and drugs....................... +  3.9 — 14.0
Silverware and jewelry.......................... —  3 .5 —  7.9
Woolen goods........................................... —  4 .1 — 19.5
Books and stationery............................. —  4 .3 — 11.9
Toys and sporting goods....................... —  8 .8 +  4 .0
Home furnishings.................................... — iO.O — 16.2

— 11.0 — 23.1
— 14.5 — 19.5

Luggage and other leather goods........ — 14.9 — 23.2
Women’s ready-to-wear accessories... — 15.8 — 16.4
Men’s furnishings.................................... — 16.7 — 14.3
Cotton goods........................................... — 18.6 —  5 .8
Linens and handkerchiefs..................... — 18.7 — 1-5.0

— 19.4 — 19.8
Men’s and Boys’ wear........................... — 22.0 — 19.9
Women’s and Misses’ ready-to-wear.. — 23.4 — 21.0
Silks and velvets..................................... — 24.5 — 17.7
Musical instruments and radio........... — 33.4 — 14.0
Miscellaneous........................................... —  9 .8 —  8 .4

Wholesale Trade
The dollar volume of sales of the reporting wholesale dealers in this district during May averaged 21 per cent below a year ago, a somewhat larger decline than in the two preceding months. Grocery sales showed an unusually large decrease from the previous year, and the sales of men’s clothing, cotton goods, stationery, and paper continued to be substantially smaller than last year. The decline in sales of hardware, after diminishing in March and April, was rather large again in May, and the yardage sales of silk, reported by the Silk Association of America, were below those of a year previous for the first time since October. Sales of shoes, diamonds, and jewelry, however, showed smaller decreases than in any previous month this year. The National Machine Tool Builders Association reported a 36 per cent decrease in machine tool orders for May compared with 1930, which was also a somewhat smaller year-to-year decline than in April.
The value of merchandise stocks held at the end of May continued to show substantial decreases from a year previous in all reporting lines, except drugs. Collections in May of this year were somewhat slower than in 1930, although the difference was not great.

Commodity

Percentage 
change 

May 1931 
compared with 

April 1931

Percentage 
change 

M ay 1931 
compared with 

M ay 1930

Per cent of 
accounts 

outstanding 
April 30 
collected 
in M ay

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month

1930 1931

Men’s clothing...............
Cotton goods.................

Machine tools**............

Paper...............................

—  4 .0  
— 31.8
—  5.9 
— 30.7* 
— 16.6 
— 26.8
—  6.0  
— 17.0 
— 16.2 
—  4 .8  
+ 2 0 .4  
+ 1 8 .3

—  4 .6

—  4 .0  
+  0 .9*
—  3 .7  
+  4 .6
—  2 .8

— 23.1 
— 25.2 
— 29.9
—  9 .6*  
— 10.3
—  8 .7  
— 20.1 
— 35.5 
— 19.3 
— 23.9
—  8 .4  
— 27.3

—  5 .0

— 31.0
— 11.1*
— 42.2
+ 2 7 .0
— 13.5

76.0 
30.2
37.4
44.1 
48.8
31.4
48.5

71 ’.9
62.2 

} 23.9

73.5
30.4
33.3 
45.1
44.4
35.8
45.4

73.9 
56.3

} 18.7—  4 .9
—  3 .0

— 21.1
— 29.4

Weighted average... — 14.7 — 20.6 49.8 48.2

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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1927 1928 1929 1930 1931
Index Number of Production of Manufactures and 

Minerals Combined, Adjusted for Seasonal 
Variations (1923-25 averages 100 per 

cent)

Wholesale Price Indexes of the United States 
Bureau of Labor Statistics (1926 averages  

100 per cent)

Monthly Averages of Weekly Figures for Report
ing Member Banks in Leading Cities (Latest 

figures are averages of first three weeks 
of June)

Federal Reserve Bank Credit and Principal Factors 
in Changes (Monthly averages of daily 

figures— latest figures are averages of 
first 17 days in June)

B u s i n e s s  C o n d i t i o n s  i n  t h e  U n i t e d  S t a t e s
(Summarized by the Federal Reserve Board)

V OLUME of industrial production showed little change between April and 
May, following upon increases for four consecutive months, while factory 

employment declined by the usual seasonal amount. The general level o f whole
sale prices continued to decline.

P r o d u c t io n  a n d  E m p l o y m e n t

Volume of industrial production, as measured by the Board’s seasonally 
adjusted index, was about the same in May as in April, 9 per cent larger than 
in December, and 14 per cent smaller than in May 1930. Steel output con
tinued to decline more rapidly than is usual at this season, and consumption of 
cotton by domestic mills was also curtailed, while wool consumption continued 
to increase, contrary to the usual seasonal tendency, and shoe production, which 
ordinarily declines in May, showed little change; daily average output o f auto
mobiles, according to preliminary reports, was about the same as in April. 
During the first three weeks of June activity at steel mills declined further.

In the first five months of the year taken as a whole, output of textile mills 
and shoe factories has been in about the same volume as in the corresponding 
period of last year, while output of steel, automobiles, and lumber has been 
about one third smaller.

Changes in employment from the middle o f April to the middle o f May 
were of the usual seasonal character in many manufacturing industries. In the 
iron and steel industry, however, at car building shops, and at establishments 
producing machinery, employment declined considerably, while it increased in 
the automobile and tire industries. At textile mills employment increased 
somewhat, contrary to seasonal tendency, while in the clothing industry the 
number employed decreased.

Value o f building contracts awarded in May was somewhat smaller than 
in April, reflecting chiefly a decline in awards for public works and utilities. 
In the first half of June, daily average value of contracts awarded increased 
somewhat, reflecting larger awards for public works and utilities, offset in part 
by decreases in awards for other types of construction.

D is t r ib u t io n

Sales by department stores decreased in May, contrary to the usual seasonal 
tendency, and the Board’s index declined to the level prevailing before the 
sharp increase in April. Total freight-car loadings increased somewhat less 
than usual.

W h o l e s a l e  P r ic e s

The general level of wholesale prices declined 2.7 per cent further in May, 
according to the Bureau of Labor Statistics, reflecting large decreases in prices 
of agricultural products, textiles, nonferrous metals, and building materials. 
In the first half of June prices of livestock, which had declined rapidly in 
April and May, advanced, while prices of petroleum continued to decline.

B a n k  Cr e d it

Loans and investments of reporting member banks in leading cities 
declined further by about $285,000,000 in the four weeks ended June 17, 
reflecting reductions in loans on securities. ‘ ‘ All other’ ’ loans, largely com
mercial, have shown little change since the early part of May. The banks’ 
investments, which reached a new high level late in April, were reduced some
what during May and have fluctuated within a range from $7,800,000,000 to 
$7,850,000,000 since that time.

During the four weeks ended June 17 there were imports of gold from 
Argentina and Canada, and in addition a large amount of gold previously ear
marked for foreign account was released in the United States. The total 
increase in the stock of monetary gold was $120,000,000 for the period, o f 
which $90,000,000 was added during the last week. Payments of currency into 
circulation, accompanying bank suspensions in the Chicago district, absorbed a 
large part of the funds arising out o f the additions to the gold stock, with the 
consequence that there was little change in the volume of Eeserve Bank credit.

M o n e y  R a t e s

Money rates in the open market continued at a low level during May and 
the first three weeks of June. There was a further decline in prevailing rates 
on commercial paper from a range of 2-2*4 to a level of 2 per cent, while rates 
on bankers acceptances were unchanged at % of 1 per cent.

Rates paid on deposits by banks were further reduced and clearing house 
banks in a number of financial centers established a rate of ^  o f 1 per cent 
on bankers’ balances.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




