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M o n e y  M ark et in January

Money market conditions during the past month have 
become somewhat easier, and the general level of 
money rates has declined moderately. Call money, after 
advancing to 3%  per cent at the year-end, declined on 
January 7 to 2%  per cent, the rate which had prevailed 
from the middle of October to around the middle of 
December. Yields on short-term Government securities 
also declined markedly. On January 12 the Federal 
Eeserve Bank’s buying rates for acceptances, which had 
been %  per cent or more above the market offering rates 
for indorsed bills for some time previous, were reduced 
%  to ^  per cent, as practically no bills were being 
offered to replace the heavy maturities from Reserve 
Bank holdings, and the amount of Federal Reserve 
credit outstanding through bills purchased was declining 
rapidly. New bills continued to be withheld from the 
market, however, and bill dealers made successive reduc
tions in their offering rates totaling ^  to %  per cent 
for most maturities, so that Reserve Bank buying rates 
were again well above market rates in the latter part of 
the month.

Money Rates at New York

Jan. 30, 1931 Dec. 31, 1931 Jan. 29, 1932

Stock Exchange call loans....................... l 'A *3-3 2 ^
Stock Exchange 90 day loans................. IH -2 3% * * 3 ^ -3 %
Prime commercial paper.......................... 2H -2H 3 M -4 3 ^ - 4
Bills— 90 dav unindorsed......................... i y 2 3 2%
Customers’ rates on commercial loans.. 
Treasury securities

f 3 .65 t4 .4 0 f 4 .44

Maturing June 15 (y ield). . . ........... 1.10 2.74 2.65
Maturing September 15 (y ie ld).........

Federal Reserve Bank of New York re
1.19 3.67 3.14

discount ra te ...........................................
Federal Reserve Bank of New York

2 3 M 3 H

buying rate for 90 day indorsed bills. 1*A 3V8 3

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

The January decline in money rates may be attributed 
partly to the continued reduction in member bank credit, 
and partly to the retirement of currency from circula
tion, which, however, was less rapid than usual for the 
time of year. The loans and investments of weekly 
reporting member banks were reduced about $680,000,000 
further during the four weeks ended January 20, and 
the accompanying decline in deposits caused a corre
sponding reduction in member bank reserve require
ments. As the result of this decline in reserve require

Bank, New York__________________________February 1 ,1 9 3 2

ments amounting to more than $50,000,000, together with 
the return flow of about $100,000,000 of currency, the 
amount of Federal Reserve credit in use was reduced by 
a substantial amount.

The accompanying diagram reviews the changes in 
the amount of Federal Reserve credit outstanding and 
in the principal factors that determine the demand for 
Federal Reserve credit since the beginning of 1931. All 
important changes in the amount of Federal Reserve 
credit outstanding have been related to the changes in 
one or more of three principal factors— gold movements, 
currency demands, and member bank reserve require
ments. Until the autumn of 1931, the demand for Fed
eral Reserve credit showed little change, as an increase 
in currency outstanding was approximately balanced by 
an inflow of gold, and member bank reserves showed no 
important change. The large increase in Federal Reserve 
credit in the autumn was in response to another emer
gency of the kind which the Reserve System was
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designed to meet, the third major occasion of the sort 
within three years. Within three months the demand for 
additional currency amounted to $700,000,000, and there 
was a reduction in the same period of $700,000,000 in 
the monetary gold stock of the United States through 
earmarkings and exports. These demands were met by 
a rapid expansion of Federal Reserve credit, amounting 
to about $1,300,000,000.

Subsequently, a further net increase in the amount of 
currency outstanding has been somewhat exceeded by a 
renewed inflow of gold, so that the principal influence 
on the demand for Federal Reserve credit has been the 
accelerated decline in member bank reserves resulting 
from the extraordinarily rapid decline in loans and 
investments.

Despite the large increase in the amount of currency 
outstanding during the past year, the amount of cur
rency in active use is probably no larger than a year 
ago, if as large. In a number of communities where 
banking facilities have been reduced by failures, cur
rency must now be used where checks would normally 
be employed in personal and business transactions. A  
considerably larger amount probably represents inactive 
holdings by individuals.

Member bank reserve balances reflect more accurately 
the recent decrease in the active money supply since they 
are related directly to deposits in member banks, through 
which the great bulk of business transactions in the 
United States are settled. During the past year these 
reserve balances have declined by more than 20 per cent, 
reflecting a corresponding shrinkage in bank deposits, 
partly as a result of the withdrawal of funds by domestic 
and foreign depositors, but more largely as the result of 
contraction in bank loans and investments. A  large part 
of the reduction in reserve balances and in deposits has 
occurred within the past four months.

The net expansion in Federal Reserve credit during 
the past six months, therefore, has been entirely to 
counterbalance the reduction in the monetary gold stock 
of this country and the increased volume of currency 
drawn out and held inactive.

B ill Market

The bill dealers began the new year with a fairly 
large volume of bills in their portfolios, due to substan
tial sales by New York banks at the year-end. Early in 
January, the investment demand for bills on the part of 
domestic institutions increased, which, together with 
continued purchases of bills by foreign central banks, 
resulted in a reduction of dealers’ holdings to compara
tively small proportions. Consequently, open market 
rates were reduced following the changes made in the 
Reserve Bank’s buying rates on January 12, and a 
few days later certain maturities of bills were reduced 
further in an effort to attract offerings of bills. 
The net result of these changes was to reduce open 
market offering rates for unindorsed bills up to 90 day 
maturity to 2 %  per cent, a decrease of *4 per cent for 
the month; 5 and 6 month bills showed a decline of 
%  per cent in offering rates and of %  per cent in bid
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Total Volume of Bankers Acceptances Outstanding, Showing Amount 
Held by Accepting Institutions, by Federal Reserve Banks 

for Foreign Correspondents, by Federal Reserve Banks 
for Own Account, and by Other Investors

rates; and the 4 month maturity was lowered Ys per cent 
in the bid rate, with the offering quotation unchanged. 
The changes made in the bills of longer than 90 day 
maturity narrowed the spread between bid and offering 
rates to Ys per cent, the same range as prevailed for the 
shorter bills.

Notwithstanding the lower rate structure in the bill 
market, the investment demand for bills continued 
rather active and on the whole banks were not disposed 
to sell bills from their holdings, due to the ample supply 
of funds in the money market resulting from a substan
tial movement of funds to New York from other dis
tricts. Consequently, the amount of bills in the port
folios of discount houses continued small through the 
balance of the month.

The Federal Reserve Banks’ holdings of acceptances 
declined continuously during January, due to the good 
investment demand from domestic and foreign banks, 
and on January 27 amounted to $162,000,000, compared 
with $327,000,000 on December 30. The retirement of 
Reserve Bank bill holdings was largest during the first 
part of the month when bills which had been sold to the 
Reserve Banks under repurchase agreement in the 
closing days of December were repurchased by the 
dealers. Maturities from outright holdings also were 
heavier in the early part of the month.

The volume of dollar acceptances outstanding was 
reduced $28,000,000 further during December to $974,- 
000,000, reflecting chiefly a decrease in bills based on 
export transactions. The accompanying diagram indi
cates the distribution of the outstanding volume of 
dollar acceptances, according to the principal types of 
holders. At the end of December, the accepting institu
tions were holding slightly over one-quarter of all bills, 
as against more than one-half at the end of July, and 
by the end of December the proportion of bills held by 
the Reserve Banks for their own account had been 
reduced to 31 per cent from the October peak of 62 
per cent. Meanwhile, bills held by foreign correspond
ents of the Reserve Banks increased from the small
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totals for September and October to an amount equal to 
one-fourth of the total outstanding, or about the same 
proportion as a year previous. The reduction in all 
other holdings during 1931 has represented to a con
siderable extent a decrease in foreign bank investments 
in bills through correspondents other than the Reserve 
Banks.

Commercial Paper M arket

Bank investment demand for open market commercial 
paper showed some improvement following the turn of 
the year, although, in the aggregate, takings of paper by 
the banks throughout the country continued small, in 
keeping with the limited amount of new paper coming 
into the market. Choice paper maturing within 90 days 
was the most desired, but the dealers reported particular 
difficulty in acquiring this type of paper. The prevail
ing range of rates for prime names maturing in 4 to 6 
months remained at 3%  to 4 per cent, with occasional 
transactions in 90 day material of high class borrowers 
reported at 3%  per cent.

Reflecting the continued small supply of open market 
commercial paper, outstandings of the reporting dealers 
aggregated $118,000,000 at the end of December. This 
represents a decline of 32 per cent from November and 
of 67 per cent from December 1930.

R econstruction Finance Corporation

An important development in the economic and finan
cial situation of the country during January was the 
enactment of a law creating the Reconstruction Finance 
Corporation. At the time of signing the bill creating 
this Corporation, President Hoover made the following 
announcement with reference to the purposes of the 
Reconstruction Finance Corporation Act:

“ It brings into being a powerful organization with ade
quate resources, able to strengthen weaknesses that may 
develop in our credit, banking and railway structure, in order 
to permit business and industry to carry on normal activities 
free from the fear of unexpected shocks and retarding 
influences.

‘ ‘ Its purpose is to stop deflation in agriculture and industry 
and thus to increase employment by the restoration of men 
to their normal jobs.

“ It is not created for the aid of big industries or big 
banks. Such institutions are amply able to take care of 
themselves. It is created for the support of the smaller banks 
and financial institutions and, through rendering their re
sources liquid, to give renewed support to business, industry 
and agriculture. It should give opportunity to mobilize the 
gigantic strength of our country for recovery. 99

The Reconstruction Finance Corporation is organized 
with a capital stock of $500,000,000, all of which is to be 
subscribed by the United States Government, and is 
authorized to issue and have outstanding at any one 
time notes, debentures, bonds, or other such obligations 
in an amount aggregating not more than three times 
its subscribed capital. These obligations must mature 
within not more than five years of date of i^sue, and 
will be fully and unconditionally guaranteed by the 
United States, both as to principal and interest. The 
Treasury is authorized to purchase any obligations of 
the Corporation, and at any time to sell any of the 
obligations of the Corporation. The obligations of the

Reconstruction Finance Corporation are not eligible for 
discount or purchase by the Reserve Banks.

The board of directors of the Corporation is to consist 
of the Secretary of the Treasury, or, in his absence, the 
Under Secretary of the Treasury, the governor of the 
Federal Reserve Board, and the Farm Loan Commis
sioner, and four other persons appointed by the Presi
dent of the United States, by and with the advice and 
consent of the Senate; and of the seven members of the 
board of directors not more than four shall be members 
of any one political party, and not more than one shall 
be appointed from any one Federal Reserve district.

In order “ To aid in financing agriculture, commerce, 
and industry, including facilitating the exportation of 
agricultural and other products’ ’ the Corporation is 
authorized to make loans to any bank, savings bank, trust 
company, building and loan association, insurance com
pany, mortgage loan company, credit union, Federal 
land bank, joint-stock land bank, Federal intermediate 
credit bank, agricultural credit corporation, or live stock 
credit corporation. No loan can be made by the Corpo
ration for the purpose of financing any enterprise not 
initiated prior to the adoption of the Reconstruction 
Finance Corporation Act, except for aids to agriculture. 
It is expressly provided that the loans thus authorized 
include “ loans secured by the assets of any bank that is 
closed, or in process of liquidation to aid in the reorgan
ization or liquidation of such banks,”  not more than 
$200,000,000, however, to be used in making such loans 
for the relief of closed or liquidating banks. Loans may 
be made for periods not exceeding three years, but 
through renewals may be extended for a period not 
exceeding five years from the date when the original 
loan was made. Loans of the types already specified may 
be made at any time within one year of the passage of 
the Reconstruction Finance Corporation Act; and the 
President may from time to time extend this period up 
to two years of the date of enactment.

In addition to these aids to industry, agriculture, and 
financial institutions, the Corporation may make loans 
to aid in temporary financing of railroads whenever the 
railroads may not be able to obtain funds upon reason
able terms through other channels. The Corporation is 
also empowered, subject to certain conditions, to accept 
drafts and bills of exchange drawn upon it which grow 
out of certain transactions involving the exportation of 
agricultural or other products, and which mature within 
twelve months.

Security M arkets

The security markets were firmer during January 
than in some months. The upturn in corporation stock 
and bond prices in the first half of the month accom
panied the discussions of legislation which led to the 
creation of the Reconstruction Finance Corporation, and 
also the opening of negotiations between railroad execu
tives and employees for a reduction in railroad wages. 
After the middle of January security prices became 
comparatively stable for awhile but reacted somewhat 
during the latter part of the month.

In the bond market, the advance that began during the 
latter part of December in domestic corporation issues
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PER CENT YIELD

1931 1932
Average Yields on 120 Domestic Corporation Bonds of Various Rating Groups (Scale inverted to show price movements— 

Moody’s Investors Service data)

was continued through the first half of January, and as 
a result representative price averages rose 3 to 4y 2 points 
further to levels some 5%  to 9 points above their mid- 
December low levels. The recovery in corporation bonds 
during this period is indicated in the accompanying dia
gram, which is based on average yields for various 
grades of bonds, inverted to show their approximate 
price fluctuations. It appears that, while all of these 
grades of bonds recovered considerably, the largest 
advances were in the bonds of the third and fourth 
rating groups, especially railroad bonds, which had 
previously shown the most severe declines. Between the 
middle of December and the middle of January, the 
average yield on a representative list of 40 railroad 
bonds was reduced from 9.43 per cent to 6.87 per cent, 
a reduction which compares with a decline of about %  
of one per cent in the average yields on industrial and 
public utility bonds. During most of the last half of 
the month, prices of domestic corporate bonds did not 
vary greatly, though as a net result of declines in the 
closing days, representative price averages at the end 
of the month were about 2 points below the highest 
level reached in January.

Foreign dollar bonds showed movements similar to 
those of domestic corporate issues. By the middle of 
January, an average of 40 issues was up about 7 points 
from the December low, but subsequently receded about 
2 points. United States Government bonds declined con
siderably further during the first part of January, but 
a subsequent sharp advance canceled part of this loss, 
after which daily movements became much narrower. 
Toward the end of January, the average price of the 
eleven Liberty Loan and Treasury Bond issues now out
standing was 1%  points above the low of the month, but 
1 point below the December 30 level.

The general level of stock prices declined further 
during the first three trading sessions of January, drop
ping slightly below the mid-December low point. In the 
next ten days, however, a rather consistent advance 
developed, as a result of which average stock prices

showed a net gain of 18 per cent. Price movements in the 
last two weeks of the month canceled about two-thirds 
of this advance, but quotations remained noticeably 
higher than in early January; this was especially the 
case with railroad stocks which closed the month with a 
net advance of about 17 per cent. Bank stocks were also 
firmer during the first half of J anuary, and despite some 
decline in the second half of the month the advance 
from the December low in an index of the share prices 
of 20 leading New York City institutions was extended 
to about 16 per cent.

N ew  Financing
A compilation of new security offerings during 1931 

places the total at about $3,100,000,000. This figure 
represents only new capital flotations of domestic cor
porations, States and municipalities, and security issues 
the proceeds of which were used for foreign financing; 
all refunding issues, as well as investment trust securi
ties and United States Government issues, have been 
excluded from the tabulation. As the accompanying dia
gram indicates, the 1931 new capital flotations were less 
than half of the 1930 volume and 60 per cent smaller 
than in the peak year of 1929, and were less than half of 
the average security offerings during the years 1925 
through 1928. In fact, it appears from available records 
that the amount of new capital obtained has not been 
quite as small in any year since the war period.

Domestic corporate security issues were not greatly 
over one-third as large as in 1930, and only slightly more 
than one-quarter of the flotations of 1929 when stock 
issues were at a record high level. Domestic State and 
municipal financing, however, continued in substantial 
volume; the reduction from 1930 to 1931 was only 15 
per cent and the reduction from the previous high year 
of 1927 was not appreciably larger. The volume of for
eign financing in this market, including securities of 
domestic corporations the proceeds of which were em
ployed abroad, declined to a very small figure in 1931, 
and of this small total the individual issues were largely 
of Canadian origin. The 1931 total was less than one-

7,826

FOREIGN
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CORPORATE
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New Security Offerings, 1925-1931 (Commercial and Financial 

Chronicle figures for domestic issues, and Federal Reserve 
Bank of New York figures for foreign flotations; in 
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third of the 1930 flotations and only 20 per cent as large 
as the peak amount of offerings in 1927.

During January, the issuance of new securities con
tinued in reduced volume. There was no foreign finan
cing, little domestic corporate, and only a small amount 
of State and municipal issues, except for the sale of 
$100,000,000 of New York City 6 per cent Special Cor
porate Stock Notes maturing in 3 to 5 years. This issue 
was publicly offered at par and was reported to have 
been considerably oversubscribed. In addition to these 
offerings, the United States Treasury issued during 
January a total of $100,000,000 of new Treasury Bills to 
replace maturing Treasury Bills of that amount, and on 
January 25 offered for subscription a total of $350,000,-
000 of six months and one year certificates of indebted
ness, yielding 3y 8 and 3 %  per cent, respectively. These 
certificates are to be issued on February 1 to make funds 
available to meet initial needs of the Treasury in connec
tion with the Reconstruction Finance Corporation Act 
and to provide for the payment of $60,000,000 of Treas
ury Bills maturing on February 1. The issue was heavily 
oversubscribed.

G old M ovem en t

During the first half of January, gold exports and 
imports and changes in earmarked gold held for foreign 
central banks largely balanced, and the monetary gold 
stock of the United States showed virtually no net change 
from the end of December. In the second half of the 
month, there were fairly substantial exports, principally 
of gold which had been previously earmarked, but at 
the same time there were additional amounts of gold 
placed under earmark for foreign central banks. The 
net result was a decline of about $45,000,000 in the 
country’s gold stock during this period.

Gold shipments for the month, including shipments 
from earmark, involved exports of $83,700,000 to France, 
$12,400,000 to Belgium, $6,200,000 to Holland, $3,400,000 
to England, and $1,700,000 to Switzerland. Partially 
offsetting these exports were $9,100,000 of gold received 
at New York from Argentina, $4,500,000 from India, 
$3,900,000 from Canada, $2,900,000 from Colombia, and 
$650,000 from Cuba; also $10,100,000 of gold received at 
San Francisco from Japan. In addition to these imports 
there was a net decrease of $25,400,000 in the amount of 
gold held under earmark for foreign account.

Foreign Exchange

Despite continued irregularity in the foreign exchange 
list as a whole, the principal foreign currencies firmed 
somewhat against the dollar during January. Sterling 
was weak at the beginning of the month, but subse
quently moved irregularly higher and closed the month 
about 6 cents above the December 31 quotation. French 
francs were rather consistently strong, and Swiss francs 
continued at a level well above par. Guilders moved 
erratically but showed a net gain for the month, and 
belgas followed a similar course within narrower limits. 
Reichsmarks held steady during the first half of the 
month, but lower quotations prevailed during the second 
half, and lire and pesetas both weakened further during

the month. The Scandinavian currencies tended to move 
with sterling.

Except for a sudden advance which occurred in Uru
guayan pesos on January 20, there was little movement 
in the South American exchanges. Japanese yen showed 
signs of strength around mid-month but later receded 
to the level prevailing at the turn of the year. The 
silver currencies weakened slightly during January. 
Canadian dollars gained rather steadily but continued 
at a large discount.

Closing Cable Rates at New York  
( In  dollars)

Exchange on
Par of 

Exchange Jan. 31,1931 Dec. 31, 1931 Jan. 29, 1932

$ .1407 $ .1406 $ .1415 $ .1415
.1390 .1395 .1390 .1395
.2680 .2675 .1885 .1905

4.8666 4.8563 3.3975 3.4588
.0392 .0392 .0393 .0394
.2382 .2377 .2380 .2365
.4020 .4019 .4010 .4025
.0526 .0524 .0508 .0501
.2680 .2674 .1875 .1885
.1930 .1025 .0845 .0823
.2680 .2678 .1900 .1938

Switzerland. . . . .1930 .1932 .1953 .1952

1.0000 .9991 .8325 .8638
.9648 .6930 .5865 .5865

Brazil................. .1196 .0850 .0625 .0625
1.0342 .6775 .4488 .4650

.4985 .4942 .3500 .3500

.3650 .3598 .2575 .2615
.3138 .3338 .3275

Central B an k R ate  Changes
On January 14 the National Bank of Belgium raised 

its discount rate to 3%  per cent from 2%  per cent, the 
rate which had been in force since August 1, 1930. Also 
on the 14th the discount rate of the Imperial Bank of 
India was lowered to 7 per cent from 8 per cent, where 
it had stood since September 22, 1931. The National 
Bank of Hungary on January 20 reduced the discount 
rate from 8 to 7 per cent. The former rate had been in 
effect since September 11, 1931. The Bank of Greece 
raised its discount rate on January 13 to 12 per cent 
from the 11 per cent rate in effect since October 29, 
1931. On January 22 the Bank of the Republic of 
Colombia reduced its discount rate from 7 to 6 per cent, 
the higher rate having been effective since September 19,
1930.

Foreign T rade
The dollar value of this country’s foreign merchandise 

trade during December was substantially unchanged 
from the previous month. Exports amounted to $184,- 
000,000, a decline of 33 per cent from the previous year, 
and imports totaled $153,000,000, a decrease of 27 per 
cent.

For the calendar year 1931, exports of merchandise 
totaled $2,424,000,000 and imports amounted to $2,090,- 
000,000. Exports were 37 per cent less than in 1930 and 
were the smallest since 1914; imports showed a drop of 
32 per cent from 1930 and were smaller than in any year 
since 1915. The resulting favorable balance of merchan
dise trade of $334,000,000 was also the smallest since 
1914. The diagram on the next page shows the value of 
imports and exports in the years since the war, and indi-
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ment of Agriculture, farm wages fell more than usually 
in the last quarter of 1931 and reached a level slightly 
below the 1910-1914 average.

Wage rate reductions in manufacturing industries 
were much more numerous in 1931 than in the previous 
year. The accompanying table gives the number of 
establishments reporting reductions to the Bureau of 
Labor Statistics, the number of employees affected, and 
the average percentage decrease in rates. According 
to these figures the number of reductions after reaching 
a high level in October and November of 1931 showed 
a considerable decline in December.

Foreign Merchandise Trade of the United States, Showing Amount 
of Favorable Balance

cates the shrinkage that has occurred in the favorable 
trade balance of the United States since 1928. In two 
previous years of the post-war period— 1923 and 1926—  
however, the export balance was not much larger than 
the 1931 figure.

All of the leading groups of foreign trade contributed 
to the decline in total value during 1931. The decreases 
in exports ranged from 41 per cent for finished manu
factures to 29 per cent for crude foodstuffs. In the case 
of imports, the declines for the year varied from 39 per 
cent for semi-manufactures to 24 per cent for crude 
foodstuffs.

Commodity price declines were a considerable factor 
in the reduction of export and import values during
1931, although undoubtedly there was a decrease in the 
actual quantity of merchandise. Annual data for the 
quantity of imports of raw silk and coffee, however, indi
cate increases over 1930 of 10 and 12 per cent, respec
tively, and there was a slight increase in the volume of 
crude rubber imports and of raw cotton exports.

E m p loym en t and W ages
The general level of factory employment for the 

country as a whole declined by about the usual amount 
between the middle of November and the middle of De
cember, and the seasonally adjusted index of the Federal 
Reserve Board showed no further decline for the first 
time in several months. The stability of the index, how
ever, reflected chiefly an enlargement of working forces 
in automobile factories, as most of the other industrial 
groups showed reductions in the number of workers em
ployed. In New York State, factory employment de
clined 1 per cent from November to December, or 
slightly more than seasonally. Figures of the American 
Federation of Labor show that the percentage of trade 
union members out of work increased from 21.8 on De
cember 1 to 23.1 on January 1; this latter figure com
pares with 19.8 per cent on January 1, 1931.

Factory payrolls, both in New York State and for the 
country as a whole, were reduced somewhat further in 
December, and average weekly earnings of factory 
workers in New York State declined to a new low level 
since 1922. According to data supplied by the Depart

Month ended

Number of 
establishments 

reporting decreases

Number of 
employees 

affected

Average 
percentage 

decrease 
in wage rates

Jan. 15....................... 335 43,507 10.2
Feb. 15....................... 228 39,096 10.3
M ar. 15....................... 175 22,502 10.3

195 22,543 10.1
293 46,377 10.4
210 25,645 10.8
238 33,238 9 .7
221 20,739 10.0
362 61,582 10.6

Oct. 15....................... 584 155,714 10.9
Nov. 15....................... 490 134,368 10.7
Dec. 15....................... 275 49,376 9 .3

1931 tota l..................... 3,606 654,687 10.3 (Av.)

1930 tota l..................... 900 120,977 9 .4  (Av.)

C om m od ity  Prices
Commodity prices continued to show a predominantly 

downward tendency during January, and toward the 
end of the month most of the currently available weekly 
indexes were from 1 to 2 per cent below the levels pre
vailing around the year-end. Declines of rather large 
proportions occurred in live stock prices, hog quotations 
reaching the lowest levels since 1899. Hides receded 
%  of a cent, equaling the previous low of 7 cents a 
pound, and rubber established a new record low at 4 3/16  
cents a pound. Zinc declined to 2.90 cents a pound, 
reported to be the lowest level reached in the present 
century. Price recessions occurred also in corn, bitumin
ous coal, silver, pig iron, and steel sheets. On the other 
hand, raw silk showed an upward tendency, and raw 
cotton rose to as high as 6.85 cents, as against 6.50 cents 
around the end of December.

In December the monthly wholesale price index of the 
Bureau of Labor Statistics, which is based on quotations 
for about 550 commodities, declined 3 per cent from the 
November figure to a point 32 per cent below the 1929 
high. At the December level it appears that wholesale 
commodity prices were the lowest since about 1912.

Production
Operations in the steel industry expanded moderately 

in January, in accordance with the seasonal tendency 
following the year-end shutdowns, and in the latter part 
of the month the Iron Age estimated output to be at 29 
per cent of theoretical capacity, as compared with a low 
of around 21 per cent reached near the end of December. 
The production of crude petroleum averaged below that 
of the previous month, and bituminous coal output failed 
to show the usual seasonal rise. Automobile production, 
on the other hand, continued to expand.

In December, the aggregate output of industry showed
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a decline slightly in excess of the usual seasonal propor
tions, and the adjusted index of the Federal Reserve 
Board reached a level 44 per cent below the high point 
of 1929. The industries in which larger than seasonal 
declines occurred included iron and steel, bituminous 
coal, textiles, wheat flour, and tobacco products. On the 
other hand, output of automobiles increased to 120,000 
cars from the 70,000 units produced in November, and 
gains after seasonal adjustment were shown in produc
tion of shoes, output of lead, and slaughterings of live 
stock.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Dec. Oct. Nov. Dec.

Metals
Pig iron ............................................................ 55 38 37 33
Steel ingots..................................................... 57 40 44 37
Lead.................................................................. 81 58 52 56
Zinc.................................................................. 54 37 34 35
Tin deliveries................................................. 119 78 49 52

Automobiles
Passenger cars............................................... 48 15 16 36 p
Motor trucks.................................................. 78 37 46 56 p

Fuels
Bituminous coal............................................. 86 71 68 65 p
Anthracite coal.............................................. 95 94 70 7 bp
Coke................................................................. 71 55 54
Petroleum, crude.......................................... 82 80 82 82 p
Petroleum products...................................... 77 78 75

Textiles and Leather Products
Cotton consumption.................................... 68 74 72 70
Wool mill activ ity ........................................ 58 62 57 55
Silk consumption........................................... 111 96 96 87
Leather, sole................................................... 98 84 87 81p
Boots and shoes............................................. 77 71 73 p 88 p

Foods and Tobacco Products
Live stock slaughtered................................ 90 99 93 98
Wheat flour.................................................... 91 84 95r 81
Sugar meltings, U. S. ports........................ 74 74 73
Tobacco products.......................................... 96 83 84 80

Miscellaneous
Cement............................................................ 81 68 59 55
Tires................................................................. 51 49 46
Lumber............................................................ 54 40 34 33
Printing activ ity ........................................... 88 72 76p
Paper, newsprint........................................... 87 84 87 p
Paper, other than newsprint...................... 77 71 71 p
Wood pu lp ...................................................... 80 68 74 p

p Preliminary r Revised

Indexes of Business A ctiv ity
Department store sales in the New York Metropolitan 

area during the first half of January were 16 per cent 
smaller than in the corresponding period a year ago, 
according to figures received by this bank from reporting 
stores. This decline is considerably in excess of the year- 
to-year changes shown in the past few months but was 
due at least in part to the unseasonably warm weather 
which prevailed during January. Car loadings of mer
chandise and miscellaneous freight in the first half of 
January declined by about the usual seasonal amount 
from the average level of December.

During December, sales of department stores and 
chain stores increased substantially, in accordance with 
the seasonal tendency, but in neither of these cases 
did the gain quite equal the average expansion of past 
years, and this bank’s adjusted indexes of retail trade 
consequently showed further declines for the month of 
December. The volume of advertising in newspapers and 
periodicals, which is usually related to conditions in the 
distribution of goods, was reduced by more than the 
usual proportions.

The volume of foreign trade declined only slightly 
more than seasonally, however, and this bank’s adjusted 
index of wholesale trade advanced considerably. Postal 
receipts and life insurance sales showed increases that 
were somewhat larger than is usual for December.

(Adjusted for seasonal variations and usual year-to-year growth)

1930 1931

Dec. Oct. Nov. Dec.

Primary Distribution
Car loadings, merchandise and misc........ 78 67 66 65
Car loadings, other....................................... 80 63 60 61

73 56 57 56p
89 74 75 73p

Waterways traffic.......................................... 66 55 48 47
Wholesale trade............................................. 91 80 84 91

Distribution to Consumer
Department store sales, 2nd D ist............. 91 91 89 85
Chain grocery sales...................................... 93 81r 80 77
Other chain store sales................................ 88 84 82 80
M a il order house sales................................. 85 72 69p
Advertising..................................................... 76 72 70 67
Gasoline consumption.................................. 86 82 79
Passenger automobile registrations........... 67 37 41 b3p

General Business Activity
Bank debits, outside of New York C ity.. 91 77 70 73
Bank debits, New York C ity ..................... 84 74 56 68
Velocity of bank deposits, outside of New

York C ity ................................................... 95 88 81 83
Velocity of bank deposits, New York C ity 95 80 62 71
Shares sold on N . Y . Stock Exchange. . . 153 115 94 126
Life insurance paid fo r ................................ 94 90 100 103
Postal receipts............................................... 90 79 77 80
Electric power................................................ 88 79 78 p
Employment in the United States........... 82 72 71 71
Business failures............................................ 107 113 107 114
Building contracts......................................... 62 50 38 35
New corporations formed in N . Y . State 80 88 85 80
Real estate transfers.................................... 60 51

General price level*...................................... 158 144 144 140
Composite index of wages*........................ 219 208 206 205
Cost of liv ing*............................................... 159 146 144 142

p Preliminary r Revised *  1913 average=-100

Building
The month of December 1931 produced a total of 

building contracts valued not greatly in excess of one- 
half the amount in December 1930. According to the 
F. W . Dodge Corporation reports, public works and 
utilities projects were reduced by somewhat more than 
one-third, and other non-residential and residential con
tracts showed a decrease of about one-half. The decline 
from November to December this year was somewhat 
larger than the usual seasonal recession, especially in 
residential building and in non-residential building 
other than public works and utilities.

The total value of building and engineering contracts 
awarded during the year 1931 in 37 States was 32 per 
cent smaller than in 1930, and was 53 per cent less than 
the contracts reported in the peak year of 1928. The 
recession from 1930 to 1931 was the most marked in the 
case of commercial and factory construction, which 
showed a decline of 51 per cent, followed by decreases of 
30 per cent in public works and utilities and 26 per cent 
in residential building. In comparison with the* 1928 
level, residential building has undergone by far the larg
est curtailment— 71 per cent— as the decline in this type 
of construction started well before other major types 
showed material reductions. The value of public works 
and utilities projects contracted for in 1931 was only 13 
per cent below the 1928 figure, but other non-residential 
building showed a drop of 55 per cent, due to the sharp 
falling off in the erection of factories and commercial 
buildings during 1930 and 1931.
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In Metropolitan New York and vicinity, 1931 building 
contracts were 23 per cent less than in 1930, a somewhat 
smaller decline than for all States covered by the reports. 
The decline from the 1928 level, however, was about the 
same as for the 37 States. Total residential building 
contracts showed the comparatively small recession of 10 
per cent from 1930 to 1931, due principally to the fact 
that the value of contracts for one and two family dwell
ings was larger than in 1930, thereby largely offsetting 
a decline in apartment and hotel construction. Public 
works and utilities projects were 21 per cent smaller 
than in 1930, and other non-residential contracts were 
34 per cent less.

During the past half of January, the daily average 
amount of contracts awarded declined more than sea
sonally, reflecting large declines in public works and 
utilities and in other residential building. Residential 
contracts during this period, however, showed somewhat 
less than the usual recession.

D ep artm en t Store T rade

Final reports from department stores in this district 
indicated that the dollar volume of December sales was 
8.7 per cent below the previous year, and that sales for 
the whole of 1931 were about 8 per cent smaller than in
1930. Reporting apparel stores showed December sales 
13 per cent below December 1930, and their total sales 
during 1931 were 11 per cent smaller than in 1930.

New York City and Newark department stores, with 
decreases of 8 per cent and 6 per cent, respectively, 
reported the smallest reductions in December sales com
pared with a year ago; the decline in New York City 
sales was the smallest that has been reported by these 
stores since July. Substantial decreases in sales com
pared with 1930 continued to be reported in Buffalo, 
Syracuse, Northern New York State, Hudson River Val
ley, Capital District, and the Westchester District, but 
these declines were all smaller than in November. De
partment stores in Rochester, Bridgeport, and Southern 
New York State, however, reported December sales fur
ther below the 1930 level than in November.

Stocks of merchandise on hand at the end of Decem
ber, valued at retail prices, were 13% per cent smaller 
than a year previous.

Locality

Percentage change from 
a year ago Per cent of 

accounts 
outstanding 

November 30 
collected in

Net sales
Stock 

on hand 
end of 
month

Dec.
Jan. 

to Dec.

Dece

1930

mber

1931

New Y o rk .........................................
Buffalo...............................................
Rochester...........................................
Syracuse.............................................
N ew ark.............................................
Bridgeport.........................................
Elsewhere...........................................

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

—  7.9  
— 14.3 
— 17.0 
— 15.2
—  6.3  
— 17.8 
— 13.2 
— 14.4  
— 13.2 
— 10.6 
— 14.6 
— 14.8

—  8.1  
— 11.7
—  9.9  
— 11.6
—  6.5  
— 12.3 
— 10.3 
— 13.5
—  9 .5  
— 11.1 
— 12.3
—  5.4

— 14.2
—  8 .7  
— 20.5
—  7 .7  
— 12.0  
— 20.5  
— 11.2

47.2
46.8  
41.1
29.9  
33.6  
41.0  
37.4

47.0
43.3  
43.9
29.1 
33.7
36.3  
33.6

A ll department stores............ —  8 .7 —  8 .3 — 13.5 42.6 41.8

Apparel stores......................... — 13.1 — 11.2 — 13.5 44.0 42.8

Net sales 
percentage change 

December 1 9 3 1  
compared with 
December 1 9 3 0

Stock on hand 
percentage change 
December 3 1 ,  1 9 3 1  

compared with 
December 3 1 ,  1 9 3 0

Toys and sporting goods....................... —  1 . 0 — 2 5 . 8
Home furnishings....................................
Furniture...................................................

—  2 . 7
—  4 . 3

—  9 . 1  
— 2 8 . 2

Toilet articles and drugs....................... —  5 . 0 —  5 . 4
Women’s ready-to-wear accessories. . 
Luggage and other leather goods . . . .

—  5 . 2
—  7 . 3

— 1 2 . 5  
— 1 8 . 9

Women’s and Misses’ ready-to-wear.. 
H osiery......................................................

—  8 . 2  
—  8 . 7

— 1 2 . 2
— 3 1 . 2

Woolen goods...........................................
—  8 . 7  
— 1 0 . 3

— 1 8 . 3  
—  0 . 8

M en’s and Boys’ wear........................... — 10.6 — 1 8 . 7
Musical instruments and radio........... — 1 0 . 7 — 1 3 . 5
Books and stationerv............................. — 11 . 8 — 2 0 . 0
M en’s furnishings.................................... — 1 2 . 5 — 1 5 . 7
Silverware and jewelry.......................... — 1 3 . 8 —  5.6
Cotton goods........................................... — 1 5 . 4 —  6.2
Linens and handkerchiefs..................... — IS . 7 — 2 3 . 7
■Silks and velvets..................................... — 1 8 . 9 — 21 . 9
Miscellaneous........................................... — 1 8 . 7 — 1 7 . 0

W holesale Trade

Reporting wholesale dealers showed December 1931 
sales 14 per cent below the same period in 1930, the 
smallest year-to-year decline since June. The December 
sales of drugs increased about 9 per cent over the pre
vious year following a decrease in November, and ma
chine tool orders, reported by the Machine Tool Builders 
Association, showed the smallest year-to-year decline in 
more than two years. Yardage sales of silk goods, re
ported by the Silk Association, also showed a 9 per cent 
increase over a year previous. Stationery, hardware, 
and grocery sales showed the smallest declines compared 
with 1930 since July, while shoe, paper, and cotton goods 
sales showed about the same percentage declines from 
a year ago as in November. The sales of men’s clothing 
declined further below the 1930 level, but the sales of 
jewelry and diamonds, although substantially below the 
previous year, showed smaller declines than in November. 
The total sales for reporting wholesale dealers for the 
year 1931 were about 19 /̂2 per cent below those of 1930.

At the end of December, the value of stocks of mer
chandise in all reporting lines except drugs remained 
considerably smaller than a year previous.

Percentage 
change 

December 1931 
compared with 
December 1930

Per cent of 
accounts 

outstanding 
November 30 

collected 
in December

Percentage 
change in 
net sales

Commodity

Net
sales

Stock 
end of 
month 1930 1931

Dec.
1931
com
pared
with
Nov.
1931

Year
1931
com
pared
with
year
1930

— 13.2 — 22.2 75.4 78.0 +  3 .0 — 16.9
M en’s clothing............... — 28.7 42.4 38.2 — 17.9 — 27.2
Cotton goods................. — 14.7 — 19'. i 41.9 40.8 +  6 .3 — 23.7

+  8 .5 * — 14.5* 51.6 61.6 + 2 5 .1 * +  6 .6 *
— 21.4 — 10.4 49.3 39.2 +  6 .4 — 20.6
+  9.9 + 2 3 .3 32.8 27.8 — 12.6 —  6.8
— 13.8 — 40.5 53.2 50.2 +  7.3 — 16.4

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

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

—  1.7  
— 14.3  
— 21.2  
— 45.3  
__25.4

— 46.9
— 34.8

73' i 
59.1

|  24.9

7i'.9
46.4

| 21.3

+ 3 3 .1  
+  15.4 

0
+  18.8 
+  14.9

— 42.2
— 20.4
— 22.0
— 47.3
— 34.4

Weighted average. . . — 14.4 53.7 52.3 + 3 2 .7 — 19.6

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders Association
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and Minerals Combined, Adjusted for Seasonal 
Variation (1923-25 average =100 per cent)

Federal Reserve Board’s Index of Factory Em
ployment with Adjustment for Seasonal Varia

tion (1923-25 average = 100 per cent)
MILLIONS OP DOLLARS

Reserve Bank Credit (Monthly averages of daily figures for 12 Federal Reserve Banks; latest figures are averages of first 20 days of January)
PERCENT

Money Rates in the New York Market (January 
rates are averages for the first 20 days)

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)

I NDUSTRIAL activity declined from November to December by slightly 
more than the usual seasonal amount, while the volume of factory employ

ment showed about the usual decrease. Wholesale prices declined further.

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 output decreased somewhat more than is usual in 
December and the Board's seasonally adjusted index declined from 72 per cent 
of the 1923-1925 average in November to 71 per cent in December. Activity in 
the steel industry decreased from 30 to 24 per cent of capacity for the month, 
partly as a result of seasonal influences; in the first three weeks of January it 
showed a seasonal increase. Automobile output increased considerably in 
December from the extreme low level of the preceding month, and daily average 
output at shoe factories, which ordinarily declines at this season, showed little 
change. At textile mills production was curtailed by more than the usual 
seasonal amount.

Number employed at factories decreased seasonally from the middle of 
November to the middle of December. In the automobile and shoe industries 
there were large increases in employment, while in the clothing industries 
employment declined; in most lines, however, changes were of a seasonal 
character.

For the year 1931 as a whole the average volume of industrial production 
was about 16 per cent smaller than in 1930, reflecting large decreases in output 
of steel, automobiles, and building materials, offset in part by slight increases 
in production of textiles and shoes.

Value of building contracts awarded, as reported by the F. W. Dodge 
Corporation, declined considerably more than is usual from the third to the 
fourth quarter, and for the year as a whole was 32 per cent smaller than in 
1930, reflecting reduced physical volume of construction, as well as lower 
building costs.

D is t r i b u t i o n

Distribution of commodities by rail declined by the usual seasonal amount 
in December, and department store sales increased by approximately the usual 
amount.

F o r e ig n  T r a d e

Value of foreign trade continued at a low level in December and for the 
year as a whole exports showed a decline of 37 per cent from 1930 and imports 
a decline of 32 per cent, reflecting in part the reduction in prices.

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

Wholesale prices of commodities declined from 68 per cent of the 192b 
average in November to 66 per cent in December, according to the Bureau of 
Labor Statistics, reflecting decreases in the prices of many domestic agricultural 
products, sugar, silk, iron and steel, and petroleum products. During the first 
half of January prices of hogs, lard, and butter declined further, while prices 
of cotton, silk, coffee, and copper increased.

B a n k  Cr e d it

Reserve Bank credit, which had declined from the middle of October to the 
middle of December and had increased in the latter part of the month, declined 
again in the first three weeks in January.

The growth in the latter part of December reflected a somewhat more than 
seasonal increase in the demand for currency, partly offset by reductions in 
member bank reserve balances and in deposits of foreign central banks. In 
January the return flow of currency was considerably smaller than in other 
recent years, while member bank reserve balances continued to decline. Accept
ance holdings of the Reserve Banks, which had reached a total of $780,000,000 
in October, have declined through maturing of bills held almost uninterruptedly 
since that time, and on January 20 totaled $190,000,000. The banks’ portfolio 
of United States Government securities showed some increase over the level of 
the early part of December, and discounts for member banks increased 
substantially.

Loans and investments of member banks in leading cities declined further 
during December and the first two weeks of January, reflecting reductions in 
loans on securities, as well as in other loans, and in investments.

In the middle of January buying rates for bankers acceptances at the 
Federal Reserve Banks were reduced and open-market rates on 90-day bills 
declined first from 3 to 2% per cent and later to 2% per cent. Yields of high- 
grade bonds, after advancing for a period of about four months, declined after 
the turn of the year, reflecting a rise in bond prices.
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