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M o n e y  M a r k e t  in  J u l y
Developments in the money market, growing out of the war in Europe, have thus far involved much larger additions to this country’s great pool of available bank credit than to demands for such credit. Attention until recently has, therefore, been more generally attracted to the security markets, which have at times been rather violently affected by war developments. In July, however, a relatively less active phase of the war has been accompanied by exceptionally dull security markets, and more attention has been directed to the prospective financing of this country’s defense measures.In recent weeks there have been indications of the beginnings of an expansion in the demand for bank credit, which may be related, to some small extent at least, to the defense program. The expansion has taken the form partly of increased business borrowing, and, more largely, of increased Government borrowing. During the four weeks ended July 24 the total of commercial, industrial, and agricultural loans outstanding through the weekly reporting banks rose by a net amount of $63,000,000, having reached on July 17 a new high for the period since the outbreak of the war. The current volume of such loans, however, still remains somewhat below that reached in the latter part of 1937 and early1938. In the past month, $25,000,000 of the increase occurred in New York City and $38,000,000 in the other reporting cities, whereas in June most of the increase had been at New York City banks. The recent increases in the amount of commercial loans outstanding, it is believed, have in part been the result of “term” loans granted, including those made for the purpose of retiring outstanding security issues, but have also reflected demands for shorter term credit arising from acceleration in business activity. No data are available on the extent to which the National preparedness program has resulted in increases in bank loans, but it is possible that the program may have had indirect, if not direct, effects, as the rising tendency recently noted for commercial loans has been in advance of the time when the usual seasonal upturn occurs; ordinarily, commercial loans reach their low point of the year in July. Furthermore, during the week ended July 24, the Government security holdings of the weekly reporting banks increased $225,- 000,000, reflecting their participation in a new issue of Treasury bonds, publicly allotted in the amount of $631,000,000. In connection with the financing of the National defense program, the Federal Loan Administra

tor in the second half of July announced that eleven loans aggregating $182,000,000 had been made to private industry by the Reconstruction Finance Corporation.As the accompanying diagram indicates, commercial loans at reporting banks in New York City have risen by a net amount of $300,000,000 in the period between July, 1939, and July, 1940, and at banks in 100 other cities, the rise has amounted to $265,000,000. From the seasonal low point reached early this year, New York City banks have increased their commercial loans by $68,000,000, and during the same period banks in other cities have had an increase of $107,000,000.Meanwhile, as the other part of the diagram shows total United States Government security holdings of the New York City banks have risen $1,070,000,000 in the year ended July 24, 1940, of which increase $730,000,000 has occurred since the last reporting date in 1939. Total Government security holdings of reporting banks in other cities, however, have shown a net increase of only $120,000,000 for the past year, all of which is accounted for by a rise in the week ended July 24, when the new 21/4 per cent Treasury bonds of 1954-56 were issued, and total holdings of such banks are now little different from the figure at the close of 1939, despite a large increase in their deposits.
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The increases in commercial loans and United States Government security holdings, and some rise in other investments, have been partly offset by liquidation of brokers loans, but total loans and investments of New York City banks show a net increase of $1,275,000,000 for the past 12 months, while the total of loans and investments of reporting banks in other cities shows a rise of $535,000,000.
E xcess Reserves

Member bank excess reserves rose to a new high of $6,880,000,000 on July 17, but the increase in the three weeks ended on that date amounted only to $80,000,000, as compared with a rise of $440,000,000 in the preceding four weeks. The retardation of the rise, despite a further increase of $385,000,000 in the gold stock, reflected a net increase in the amount of money in circulation because of the Independence Day holiday, and a sizable increase in foreign bank and other deposits in the Federal Reserve Banks. Also, in the first week of the period the Reserve System Open Market Account sold $23,400,000 of Government securities in order to satisfy a part of the strong demand for such securities which existed at the time. There was very little net change in Treasury cash and deposits in the Reserve Banks, owing to substantial withdrawals of funds from special depositaries to cover the Government’s excess of expenditures over receipts. In the week ended July 24, excess reserves declined $310,000,000, the first decline of any size in excess reserves since March, when income tax collections caused a temporary reduction. The recent decline also was due to Treasury operations—specifically to cash payments into the Reserve Banks for the $631,000,000 of new 2% per cent Treasury bonds of 1954-56 piiblicly allotted, more than 70 per cent of which were paid for immediately in cash and less than 30 per cent by credit to the War Loan deposit accounts of the Government on the books of the subscribing banks. It is expected that cash payments for the new issue of Commodity Credit Corporation notes on August 1 will result in a further interruption to the underlying upward trend of excess reserves caused by the continuing heavy gold inflow to this country.
Money R ates

As the large reduction which occurred in excess reserves during the week ended July 24 was recognized as being of a temporary nature and as in any event the volume of surplus funds remained very large, short term money rates were unaffected. Treasury bill rates
Money Rates in New York

July 31, 1939
1

June 29, 1940 July 30, 1940

Stock Exchange call loans....................... 1 1 1
Stock Exchange 90 day loans................. *1H *1H
Prime commercial paper 4-6 months. . . Vz-Vs y2-y 8
Bills— 90 day unindorsed......................... Ue
Average yield on Treasury notes (3-5

years)........................................................ 0.42 0.64 0.58
Average yield on four Treasury bonds

(not callable within 12 years)............. 2.13 2.30 2.28
Average rate on latest Treasury bill sale

91 day issue............................................ 0.019 0.046 0.004
Federal Reserve Bank of New York dis

count rate................................................ 1 1 1
Federal Reserve Bank of New York buy

ing rate for 90 day indorsed bills......... H Yl

* Nominal

continued to decline, and the issue dated July 24, which was sold on July 22, was awarded at an average rate of 0.006 per cent, as compared with a rate of 0.008 per cent on the previous week’s issue. In the following week, the rate declined further to 0.004 per cent, which is the lowest for any Treasury bill sale since last April. Yields on United States Government securities of intermediate maturity also eased during the past month, and yields on long term bonds tended slightly lower.
Government Securities

On July 11, the Treasury made its first “new money” offering to the market since last December. Allotments on public subscription to the new issue of 2*4 per cent Treasury bonds of 1954-56, which was dated July 22, amounted to $630,720,000, including $39,110,000 allotted by preferential agreement to subscribers of $5,000 or less who agreed that delivery be made in registered bonds 90 days after the issue date; another $40,600,000 of the issue was allotted to Treasury investment accounts. The delivery date for registered bonds bought by small subscribers under the preferential allotments was extended30 days further after the issue date than was done in the “new money” financing of last December. Small subscribers were allotted about 6 per cent of that portion of the July issue which was sold to the public, as compared with 4 per cent of the December issue. Other subscribers were allotted 9 per cent of their individual subscriptions for the July issue, against 8 per cent for that of December.On July 24, the Treasury, on behalf of the Commodity Credit Corporation, offered for subscription at par and accrued interest $250,000,000 of Commodity Credit Corporation % per cent notes, dated August 1, 1940, and maturing May 1, 1943. This issue, fully guaranteed by the United States, was heavily oversubscribed. An innovation for Government financing was the new certification appearing on the cash subscription form used in connection with this issue. The new certification is designed to eliminate the practice of making formal or informal contracts for the sale of subscriptions or allotments before the closing of the subscription books. This practice had been discouraged by the Treasury and the Reserve Banks but had persisted to some extent on recent issues.Treasury bill financing during July was composed of five weekly issues, each in the amount of $100,000,000, and of 91 day term, which replaced similar maturities.Prices of Treasury bonds moved within narrow ranges during July. The average price of long term Treasury bonds eased slightly on July 6 and 8 just before the Treasury announcement of its offering of the 214 per cent bonds but later advanced somewhat, reaching on July 17 a level only % of a point below the May high. Later in the month prices moved irregularly but closed only slightly below the month’s high. On July 31, the new 21/4 per cent bonds of 1954-56 were quoted at 102 20/32, and the Commodity Credit Corporation notes at 100 10/32.In shorter term Government securities, increases in Treasury note prices in the first ten days of July resulted in a decline in the average yield on 3 to 5 year Treasury notes from 0.64 per cent to 0.54 per cent. During the
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remainder of the month the average yield held at about 0.57 per cent.
Commercial P aper and B ills

The prevailing rate for average grade prime 4 to 6 month commercial paper remained at a range of %-% per cent during July. Transactions also continued to be consummated at % per cent in notes of concerns rated as being among the choicest of commercial risks. No changes occurred during the month in either the active bank investment inquiry for commercial paper or in the very small supply of paper which dealers obtained for sale in the open market. At the end of June commercial paper dealers reported $224,100,000 of paper as being outstanding. A month earlier the total was $234,200,000, and a year earlier the figure was $180,700,000.Inactivity continued to characterize the discount market for bankers bills during July, dealers' rates continuing to be quoted at levels previously in effect. Reflecting decreases in export bills and domestic warehouse credits, the amount of bankers acceptances outstanding declined $8,000,000 further during June to a new low of $206,000,000.
S e c u r i ty  M a r k e t s

Dulness was the predominant characteristic of the domestic security markets in July. Average stock prices, as measured by the Standard Statistics Company 90 stock index, moved within a narrow range throughout virtually all of the month, but on July 30 a moderate advance occurred which raised the Standard Statistics index to a point about 4 per cent above the figure for the end of June. At the upper limit of the month's range, about two fifths of the May-June decline had been regained. The volume of transactions on the New York Stock Exchange on several days was in the neighborhood of200,000 shares, the smallest since the extremely dull pre-Armistice period in September, 1918, and never exceeded a daily total of 440,000 shares until July 30, when turnover rose to 670,000 shares.Medium grade domestic corporate bonds, those rated Baa by Moody’s Investors Service, made a much larger recovery from the May-June decline than did stocks. The average price of these bonds on July 17, after persistent strength since June 11, had recovered 85 per cent of the May-June recession, reflecting especially strength in second grade railroad issues. Following a short period of irregular movements, medium grade bond prices weakened somewhat after July 22 but turned firmer again near the end of the month.Prime corporate bonds, those rated Aaa by Moody's Investors Service, on July 3 reached the highest level since May 11. After some slight intervening weakness this level was reattained on July 15 and held until July 30 when a further advance occurred. High grade rail bonds showed a generally rising tendency throughout the month and on July 29 exceeded the previous high for the year reached on May 6. As in June, municipal bond prices moved up steadily in July, according to the Standard Statistics municipal bond price index. On July 24, this index reattained the year's high established January 10.

N e w  F in a n c in g
The first half of July was marked by the materialization of several public offerings of securities which had been deferred, and, although the volume diminished after these issues were floated, the total of corporate and municipal new security issues reached $298,000,000 for the month, a larger total than in either of the two previous months, but smaller than in February or April of this year. Corporate issues publicly offered or privately sold totaled $218,000,000, of which $39,000,000 represented funds to be used for new capital purposes, and State and municipal awards aggregated $80,000,000. Security issues offered early in the month were well received by investors, but reports indicated that subsequent flotations moved somewhat slowly.The principal corporate and municipal issues included in the totals for July are as follows:

$60,000,000 Texas Corporation 3 per cent debentures of 1965, 
priced at 103 to yield 2.83 per cent, for 
refunding

50.000.000 Cleveland Electric Illuminating Company 3 per
cent first mortgage bonds of 1970, priced at 
105y2 to yield 2.73 per cent, $10,000,000 for 
new capital purposes and remainder for re
funding

32.000.000 Indianapolis Power and Light Company 3% per
cent first mortgage bonds of 1970, priced at 
104^ to yield 3.02 per cent, for refunding

22.000.000 F. W. Woolworth Company 2% per cent deben
tures of 1955, sold privately at par and accrued 
interest, $7,500,000 for new capital purposes 
and remainder for refunding

15.000.000 State of New York, i y 2 per cent serial bonds,
maturing 1941-65, awarded at 100.041 (net 
interest cost of 1.497 per cent) and reoffered 
to yield 0.15 per cent to 1.65 per cent to 
maturity, for new capital purposes

12,660,000 Iowa Southern Utilities Company securities, con
sisting of $10,000,000 first mortgage 4 per cent 
bonds of 1970, priced at 101 to yield 3.94 per 
cent; and $2,660,000 general mortgage 4% per 
cent bonds of 1950, priced at 101 to yield 4.38 
per cent; both issues for refunding

10.000.000 Scovill Manufacturing Company 3%  per cent
debentures of 1950, priced at 102 to yield 3.02 
per cent, $2,150,000 for new capital purposes 
and remainder for refunding.

In addition to the State of New York bonds, a number of smaller municipal issues were awarded during July, the largest of which was $9,000,000 Port of New York Authority 3 per cent general and refunding bonds maturing in 1976. This issue, awarded at 98.80, was reoffered at 99% to yield 3.03 per cent. An issue of $5,000,000 Commonwealth of Pennsylvania 3% per cent Turnpike revenue bonds of 1968 was publicly offered at par and quickly sold. These bonds had been previously awarded to a banking group by the Reconstruction Finance Corporation, and increased to $35,000,000 the amount of these obligations taken and sold by the Corporation out of a total of $40,800,000 it had agreed to purchase.Aside from the long term securities which comprised the $298,000,000 total previously mentioned, short term financing in the amount of about $268,000,000 was arranged during July.An offering of $32,000,000 International Paper Company bonds, which was scheduled for the past month, is
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reported to have been postponed for at least six months, and there remain no large corporate or municipal issues scheduled for market offering in the immediate future.Supplementing the new issues floated through the market, financing is also being arranged in many instances by negotiations of private sales, bank loans, or loans by the Reconstruction Finance Corporation. The Bethlehem Steel Corporation sold $20,000,000 of three to ten year refunding serial notes, bearing interest rates from 1.25 per cent to 2.60 per cent annually, during July, and a number of other private sales, aggregating at least $30,000,000, were reported during the month. Announcement was made on July 27 of a Reconstruction Finance Corporation loan of $92,000,000 to the Wright Aeronautical Corporation for plant expansion in connection with the National defense program. The loan is reported to have been made on a basis of 4 per cent interest for a five year term.
F o r e ig n  E x c h a n g e s

Much of what remained of the New York market for unofficial sterling was eliminated during the past month as the result of additional British exchange restrictions, which were announced on July 15 and took effect on July 18. Further limitations were placed on the purposes for which existing free-market sterling balances could be used, and steps were taken to restrict future accumulations of such sterling for American account. Provision was also made for the opening by United States banks of “registered” sterling accounts with British authorized banks, in order to facilitate transactions in sterling at the official rates. A number of banks applied for such accounts, acquiring moderate amounts of sterling for this purpose either directly from the British authorities or from the Federal Reserve Bank of New York, which is acting as agent for, and for the account of, the Bank of England, buying at $4.02% and selling at $4.03̂/2. American commercial banks were reported to have dealt in official sterling on the basis of buying and selling rates of $4.02 and $4.04, respectively, for cable transfers. The volume of trading through registered accounts has thus far been small, however, since a large proportion of trade between the United States and the sterling area appears to be invoiced in dollars.Preliminary rumors of the new British exchange measures began to affect the free market for sterling during the first half of July, and, largely as the result of continued uncertainty as to the future availability of unofficial sterling, the rate fluctuated erratically between $3.65% (July 12) and $3.95 (July 15). Following the introduction of the new restrictions on July 18, the turnover in the free market was reduced drastically. Some trading nevertheless continued, since American banks may continue to buy unofficial sterling from other United States accounts and to sell it either to United States accounts or to certain foreign countries, as such sterling may still be used for some purposes, including the settlement of certain outstanding commitments. During the remainder of July the rate moved irregularly within a range of $3.73%—$3.92, and was quoted at the end of the month at about $3.82.Apparently as the result of increased tourist demand,

the Canadian dollar advanced considerably during July, its discount narrowing in terms of the United States dollar from 17 per cent on July 1 to 11 i/i per cent on July 19. By the end of the month, however, the discount had widened somewhat. There were indications of some further demand for Swiss francs during July, and the rate for the Swiss franc, which had been quoted at about $0.2265 at the beginning of the month, subsequently rose to about $0.2275. The currencies of the invaded countries on the Continent, whose holdings are “blocked’’ in this market, remained unquoted.
G o ld  M o v e m e n ts

Imports of gold into the United States during July were considerably smaller than in June, but with that exception, appear to have been the largest since April, 1939. Gold held under earmark for foreign account at the Federal Reserve Banks increased about $60,000,000 for the month, reaching a total of about $1,765,000,000 at the end of July. The increase in the gold stock of the United States during the past month amounted to approximately $500,000,000, the largest gain, with the exception of June, since April, 1939.As reported by the Department of Commerce, a total of $418,200,000 of gold was imported into the United States during the week ended June 26, of which $241,600,000 came from France, $101,400,000 from the United Kingdom, and $66,800,000 from Canada. In the following four weeks ended July 24 imports totaled $462,000,000. Of this amount, $260,200,000 came from the United Kingdom, $155,100,000 from Canada, $7,000,000 from South Africa, $6,600,000 from Portugal, $5,800,000 from Yugoslavia, $5,300,000 from Australia, $4,400,000 from Brazil, $3,200,000 from Sweden, $2,100,000 from Colombia, $2,100,000 from Hong Kong, $2,000,000 from Spain, $1,900,000 from the Philippines, and $900,000 from Mexico.
F o re ig n  T r a d e
Despite the usual seasonal tendency for merchandise exports from this country to show little change between May and June, and despite the adverse effect on United States export trade of a further extension of the blockaded areas in Europe, total merchandise exports from the United States during June increased 8 per cent over May to $350,000,000, the largest for the corresponding month of any year since 1929. June exports were $25,000,000 over the previous month, and $114,000,000, or 48 per cent, over June, 1939. Especially large gains, compared with May, were recorded in exports of firearms, explosives, and aircraft; the effect of these increases was partly offset, however, by reduced shipments of cotton, copper, passenger automobiles, and tobacco. Exports of iron and steel semimanufactures, metal-working machinery, wood and paper products, coal, and aluminum continued wTell above the levels of a year ago. On the other hand, most food exports remained small.Imports during June were valued at $211,000,000, approximately the same amount as in the previous month, but 18 per cent more than in June of last year. Reflecting purchases for defense purposes, imports of such strategic
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materials as tin, crude rubber, ferro-manganese, and nickel showed increases over May and were especially large compared with June of last year. In addition, imports of liquors, including large quantities withdrawn from bonded warehouses prior to the levy of the new defense tax, were about twice as large as in either the previous month or in June, 1939. Advances over May and a year ago were also recorded in imports of uncut and industrial diamonds, cocoa, and vegetable oils. Receipts of newsprint paper, inedible expressed oils, wool, burlap, and beef cattle, though smaller than in May, were substantially above the levels of a year ago. On the other hand, imports of silk, coffee, flaxseed, sugar, meat products, cut diamonds, and the majority of manufactured goods were smaller than in either the previous month or June, 1939.An expansion from $49,000,000 in May to $77,000,000 in June in shipments to the United Kingdom, including especially war materials, was alone sufficient to account for the increase in this country’s total exports. In addition, exports to France, prior to the capitulation, exceeded by $8,000,000 the value of exports during the entire month of May, and shipments of American products to Russia were large in comparison with the small volume of the previous month. United States exports to France, the United Kingdom, and Canada also showed marked dollar gains over June of last year.Increased exports to Latin America have also been a considerable factor in maintaining United States export trade, in the face of losses of certain continental European markets since the war began. For the twelve months ended June, 1940, merchandise exports from the United States to Latin America amounted to $757,000,000, or approximately 20 per cent of exports to all countries. As is indicated in the following table, exports to Latin America showed an increase of 38 per cent over the corresponding period of 1938-39, as compared with a gain of 30 per cent in exports to all other countries. With the exception of the Netherlands West Indies, all of the leading Latin American countries purchased more from the United States in the 1939-40 period than in the preceding twelve months; the increases ranged from 17 per cent for Colombia to 67 per cent for Brazil. As a result of the large gains in exports to Brazil and Argentina in 1939-40, these countries replaced Cuba and Mexico, which held the top positions in 1938-39, as the two best Latin American customers of the United States.
Merchandise Exports from  the United States

Value in  m illions of dollars

Destination July, 1938- 
June, 1939 

(incl.)

Ju ly, 1939- 
June, 1940 

(incl.)
Percentage

change

L a tin  American countries ( to ta l) ........... 547.8 756.8 +38  
+67 
+66 
+22  
+29 
+33  
+17 
+62 
— 18

B ra z il........................................................ 64.7 108.0
A rgen tina ................................................. 64.8 107.4
C uba ......................................................... 72.3 88.5
M exico ...................................................... 67.8 87.6
Venezuela................................................. 52.0 69.4
Colom bia................................................. 46.3 54.4
C h ile ......................................................... 23.3 37.7
Netherlands West Ind ies ..................... 39.5 32.4
A ll other La tin  American countries. . 117.1 171.4 +46

A ll other countries..................................... 2,371.2 3,072.1 +30

A ll countries................................................ 2,919.0 3,828.9 +31

E m p lo y m e n t  a n d  P a y r o l ls
Employment in New York State factories was little changed between May and June, although there is usually a decline at this time of the year, and payrolls increased l1/̂ per cent, contrary to the usual experience in June. Compared with June, 1939, 9 per cent more workers were employed, and payrolls were 14 per cent higher.As in other recent months, there were substantial employment gains in June at factories whose activity has been stimulated directly or indirectly by the European war and the National defense program. Shipyards, metalworking plants, and factories producing airplanes, machinery, and railroad equipment continued to add to their working forces; increased employment in the pulp and paper industry has also resulted from the war owing to the virtual elimination of European sources of supply. In addition, more persons were engaged in June in the seasonally active food products and building material industries. Despite increased activity at men’s clothing firms, the apparel group as a whole continued its sharp seasonal reduction in working forces, and textile mills also employed fewer workers than in May.In the country as a whole, nonagricultural employment increased between May and June by approximately235,000 persons. The Bureau of Labor Statistics now estimates that about 35,500,000 workers are employed in all nonagricultural occupations—over 900,000 more than in June, 1939 although approximately 370,000 less than in last December. All major fields of employment, with the exception of mining, reported increases in working forces between May and June. Manufacturing establishments added 52,000 persons to their working forces, and other substantial employment gains occurred in construction work, in wholesale and retail trade, in transportation and public utilities, and in Federal, State, and local government service.The increase in the number of persons employed in United States factories was contrary to the usual seasonal tendency, and there was also a contra seasonal

PER CENT

Total Factory Employment in the United States, Compared with 
Employment in Manufacture of Aircraft and Machine Tools, and 

in Shipbuilding, Adjusted for Seasonal Variation (Bureau of 
Labor Statistics data, converted to a 1935-39 base of 100)
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increase in the amount of factory payrolls between May and June. Compared with June a year ago, total factory employment was 7 per cent higher and payrolls were 13 per cent greater. Seasonal factors largely accounted for the May to June increases in employment in the canning and preserving industry and for substantial decreases in employment by manufacturers of automobiles, women’s clothing, cotton goods, and fertilizers, while the war and the National defense program resulted in expanding working forces in certain other industries. The foregoing diagram indicates the rapid expansion of employment in aircraft factories, shipyards, and machine tool shops in recent months—even at times when factory employment as a whole was declining. Although total factory employment is still well below the high level reached in the summer of 1937, shipyards and machine tool plants now employ about 40 per cent more persons than in 1937, and the aircraft industry has nearly tripled its working forces since that time.
P r o d u c t io n  a n d  T r a d e

Judging by preliminary data now available, business activity in July appears to have held the advanced level attained in June. Eeaching 90 per cent of capacity toward the end of the month, the highest rate of the year, steel ingot production compared favorably with June despite the usual tendency for operations to contract in July. It seems probable that activity in a number of other industries, directly stimulated by war and National defense orders, was also maintained better than usual. Automobile assemblies declined rapidly late in the month as shutdowns in preparation for the production of 1941 models occurred, but retail sales of new passenger cars—partly at least owing to expectations of higher prices—were reported to have been maintained exceptionally well, resulting in considerable reduction in new car stocks. On a seasonally adjusted basis, railway freight traffic and electric power production were not much changed from the June levels while bituminous coal mining was somewhat higher. Cotton mill activity apparently was well maintained, seasonal factors con-
PER CENT

Index of Production and Trade in the United States (Federal Reserve 
Bank of New York index, expressed as a percentage of estimated 

long term trend, and adjusted for seasonal variation)

THOUSANDS OF CARS

Retail Sales of New Passenger Automobiles (Automobile Manufac
turers’ Association data)

sidered, although, aside from a spurt on July 31, sales ran well below production. Indications are that department store sales declined no more than usual from the relatively high level of June.Despite the less favorable prospect for United States export trade to Europe as a result of war developments, there was an accelerated rise in business activity between May and June. The comprehensive index computed at this bank, composed of 83 series of production and trade, advanced 3 points over May to 91 per cent of estimated long term trend. This compares with 84 in June, 1939 and a high of 95 last December.Like May, June was characterized by increases in activity—many contraseasonal in nature—in industries which are receiving increased demands for their products, in one way or another as a result of the war, or as a result of National defense expenditures. In addition, there was a pronounced upturn in retail trade, seasonal factors considered, and in the flow of goods in primary distribution channels. In production, the largest increase occurred in the output of producers’ durable goods, reflecting particularly an 18 per cent gain in steel ingot production and continually expanding operations in shipyards, airplane factories, and machine tool plants. Among lines classified as producers’ nondurable goods industries, cotton mills reduced operations less than usual and woolen mills, responding to enlarged requirements of the National defense program, extended the sharp rise that began in May.Freight car loadings and inland waterway traffic increased further in June, reflecting expanded activity in primary trade channels. Department store sales declined much less than usual and other types of retail outlets for which data are available also showed favorable comparisons with May. As is indicated in the chart above, retail sales of new passenger cars in June deviated from the usual seasonal pattern and moved upward from the May level, the first time that this has occurred since the date of new model introductions was moved forward in 1935. The buying spurt in June apparently was associated in part with expectations of higher prices on 1940 models (certain makers have already announced higher prices). New car sales
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continued considerably above those in the corresponding periods in 1938 and 1939 and approached the June, 1937, level.
(Adjusted for seasonal variations and estimated long trend ; 

series reported in dollars are also adjusted for price changes)

1939 1940

June April M a y June

Index of Production and Trade............................. 84 87 88 p 91p
Production of:

Producers’ durable good s............................. 68 75 80 p 86p
Producers’ nondurable good s..................... 92 91 93 p 95 p

Consumers’ durable goods........................... 59 69 69 p 68p
Consumers’ nondurable good s................... 93 94 95  p 96p

Primary distribution............................................ 78 82 85p 90p
Distribution to consum er................................... 90 91 9 2p 96p

Industrial Production
S te el................................................................................ 71 71 86 110
Autom obiles r ............................................................. 67 80 84 78
Bituminous coal....................................................... 78r 101 99 94p
Crude petroleum ..................................................... 86 94 91 90p
Electric pow er.......................................................... 93 96 2 2 * 99p
Cotton consum ption............................................. 97 98 99 102
W ool consum ption ................................................. 112 73 88 97 p
Shoes............................................................................... 106r 87 89 p 97 p
M eat packin g............................................................ 92 101 101 102
Tobacco products r ............................................... 94 96 94 99

Manufacturing Employment
92 92 93 pE m ploym en t.............................................................. 88

M an-hours of em ploym ent............................... 81 86 86 87 p

Construction
Residential building contracts ..................... 41 45 46 48
Nonresidential building and engineering

53contracts................................................................. 52 56 54

Prim ary Distribution
R y . freight car loadings, mdse, and misc. r 77 79 81 85
R y . freight car loadings, other r ................... 76 84 91 93
E xports.......................................................................... 86r 100 100 113p
Im p orts ......................................................................... 74 70 71 81p

Distribution to Consumer
D epartm ent store sales (U . S.) r .................. 86 87 85 89
Grocery chain store sales................................... 96 96 96 97 p
Variety chain store sales.................................... 94 92 96 102
M ail order house sales r ..................................... 99 92 98 100
N ew  passenger car sales r .................................. 68 87 78 96

Velocity o f Deposits*
Velocity of demand deposits, outside New

Y ork  C ity  (1 9 1 9 -2 5  average =  100) . . 59 57 58 54
Velocity of demand deposits, N ew  York

C ity  (1 9 1 9 -2 5  average =  1 0 0 ) ................. 33 28r 27r 24

Cost o f  Living and Wages*
Cost of living (1926 average =  1 0 0 ).......... 82 83 83 p 83 p
W age rates (1926 average =  1 0 0 )............... 111 114 114p 114p

p  Preliminary r Revised *  N o t adjusted for trend

Building
Some acceleration in the volume of construction work being initiated was apparent in the F. W. Dodge Corporation figures of contracts awarded in 37 States during June; the daily average rate of construction contract awards of all classes was 7 per cent larger than in May and 13 per cent above the June, 1939 level. Owing to the inclusion in the June total of $23,000,000 for developing a naval air training station in Texas, the proportion of publicly financed to total construction contracts rose in June to 45 per cent, the highest percentage in recent months. A considerable portion of the air training project was allocated to the public utility and commercial building categories, so that total awards in these two types of construction showed large gains over both the previous month and a year ago. Residential building contracts, while substantially unchanged from the May average, were 21 per cent higher than in June of last year. On the other hand, industrial building awards were

down sharply from the previous month and were slightly less than in June, 1939. Contract awards for public purpose building, though 13 per cent above the May rate, registered a 20 per cent decline from a year ago.In the New York and Northern New Jersey area, the daily rate at which construction contracts were awarded during June was 14 per cent below the May average, but 11 per cent higher than in June of last year. Largely on account of a decline in apartment house contracts in this area, residential building awards were about one-third less than in the previous month, and showed a reduction of 11 per cent from June, 1939. Contract awards for industrial building and public works projects also were lower than in either the previous month or a year ago. However, owing to a $4,000,000 award in June for the elimination of a railroad grade crossing in up-State New York, construction contracts for public utilities were substantially larger than in May and many times the small figure of June last year. Comparisons in public purpose building were favorable, with both recent months and June, 1939.For the first six months of 1940, total contract awards in the 37 States were 4 per cent below the level in the corresponding months of 1939. The decrease during this period for New York and Northern New Jersey amounted to 22 per cent, but in other areas covered by the Dodge reports, total awards were approximately the same as in the first six months of 1939. As is indicated in the accompanying table, the decrease in aggregate construction awards in New York and Northern New Jersey was participated in to some extent by all the major construction classifications except industrial building, which increased sharply. In other areas, the effect of decreases in awards for public purpose building and heavy engineering projects was offset by increases in contracts for residential, commercial, and industrial building.
Percentage Changes in Construction Contract Awards 

First six months of 1940 compared with corresponding period of 1939

N . Y . and 
Northern N . J.

Other
areas 37 States

Building
R esidential....................................... — 17 + 1 5 +  7
Com m ercial...................................... —  4 + 3 0 + 2 3

+91. + 4 2 + 4 8
Public purpose*............................. — 47 — 33 — 37

A ll building................................. — 21 +  6 0

Engineering
Public works.................................... — 19 —  7 —  9
Public utilities................................ — 4 2 — 25 — 28

A ll engineering.......................... — 27 — 11 — 14

A ll construction....................... — 22 0 —  4

* Includes educational, hospital, public, religious and m em orial, and social 
and recreational building.

The daily rate of contract awards in the 37 States continued to expand during the first two weeks of July, showing an increase of 11 per cent over the June average and of 26 per cent over the comparable weeks of July of last year.
C o m m o d ity  P r ic e s

Prices of most basic commodities tended toward lower levels during July, to some degree reflecting less favorable prospects for United States export trade as a result
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of war developments. The Bureau of Labor Statistics daily index of 28 basic commodities declined about 3 per cent for the month as a whole, touching the lowest level since early last September.
Wheat prices fluctuated irregularly during July, responding to reports of varying weather conditions for the growing crops; quotations showed no material reactions to the Government announcement in the middle of the month of a reduced estimate for the spring wheat crop and, at the same time, an offsetting upward revision in the winter wheat crop estimate. Spring wheat, at 77% cents a bushel in Minneapolis registered a slight net advance for the month; winter wheat in Kansas City at a quotation of 69:i/4 cents a bushel on July 23 was down to a new low since the end of August last year, but recovered 2% cents, to close the month at 71% cents a bushel. Owing partly to unfavorable weather in the corn belt, corn prices showed considerable firmness throughout July. Hog quotations, responding to the effect of reduced marketings, rose on July 8 to $6.68 a hundredweight, the highest price since last November, and, although declining perceptibly during the remainder of the month, closed at $5.98 a hundredweight, 51 cents above the level at the end of June. Steers, however, after reaching a peak on July 2, reacted downward and closed at $9.63 a hundredweight, for a net decline of 62 cents for July.
Reflecting continued concern over the loss of foreign outlets for American cotton, combined with more favorable weather reports, spot cotton prices declined during July. Quotations for spot cotton at ten Southern markets averaged 10.07 cents a pound at the end of the month, a loss of 35 points from the end of June. Raw silk, at $2.48 a pound in New York on July 15, was down to the lowest quotation since June, 1939, and, though later tending to stabilize at about $2.51 a pound, was off 13V2 cents for the month as a whole. Sugar was down 12 points to 2.63 cents a pound at the end of July—the lowest level since June, 1932. Prices of hides were firm until late in the month, when foreign hide offerings tended to depress the market. Wool quotations, however, though somewhat lower through July 24, subsequently turned upward to close the month with little net change. On July 5 the International Rubber Regulation Committee increased the permissible export quota from 80 per cent to 85 per cent of basic quotas, in order to compensate for the United States rubber purchasing program; rubber quotations were relatively steady at around 2 11/2 cents a pound.
The metal markets, especially copper, tended to show weakness during July. Reflecting diminished foreign demand, the price of export copper declined from 10.875 cents a pound at the end of June to 10.025 cents at the end of July, the lowest price since June, 1939; custom smelters’ copper was reduced on July 23 to 10% cents a pound, the lowest price since August of last year, but in subsequent trading, apparently responding to more active demand for defense needs, recovered to 11% cents a pound. Producers continued to quote HV2 cents a pound to domestic consumers, although a sale to the Government was reported at 103/4 cents. Accompanying the establishment of the International Tin Committee’s export

quota at a record high of 130 per cent, tin prices in New York declined to as low as 50% cents a pound but closed the month at 52x/2 cents a pound, showing a fractional decline from the end of June. Lead and zinc quotations remained unchanged throughout the month. Scrap steel at $18.50 a ton in Pittsburgh was down $1.75 from the relatively high level prevailing at the end of June.
D e p a r t m e n t  S to re  T r a d e

For the four weeks ended July 27, total sales of the reporting department stores in this District were about 41/1> per cent higher than in the corresponding 1939 period. The daily rate of sales for this portion of July showed about the customary seasonal decline from June which was a relatively active month for this type of retail trade, seasonal factors considered.Total June sales of the reporting department stores in this District were virtually the same as a year ago, but after allowing for differences in the number of shopping days between this year and last, average daily sales were about 2 per cent higher than in June, 1939, and 
Avere also above the May average, whereas usually there is not much change between these two months. Sales of the leading apparel stores in this District continued lower than a year ago, the decline in June amounting to approximately 7 per cent.The total dollar volume of sales of the reporting department stores in this District for the first half of 1940 was 2.4 per cent higher than in the corresponding period of last year, compared with a decrease of 0.4 per cent between the first half of 1938 and 1939.

Percentage change from  
a year ago

Per cent of 
accounts 

outstanding

N et sales
Stock

M ay 31 
collected in 

June
Locality on hand

June
Jan. 

to  June
end of 
month 1939 1940

New Y o rk  and B ro ok lyn ............... —  2 .4 +  1.2
+  3.9

+  1.7 48.8 46.1
B u ffa lo ............................................... +  2.9 +  1.6 

+  6.4  
+  3.4

44.5 43.2
Rochester.......................................... +  4.3  

+ 1 3 .7
+  5.0 57.3 53.7

Syracuse............................................. + 1 0 .0 40.4 40.0
N orthern New Jersey.....................
B ridgeport.........................................

+  5.7 
+ 1 0 .8  
+  3.1

+  4 .0  
+  7.9 
+  4.9 
+  9 .9  
+  4.0  
+  7 .0  
+  1.9

+  7.7 
+  0 .7  
+  4.1

41.4
39.1

35.8
39.2

Elsewhere.......................................... 36.7 35.7
Northern New Y o rk  State........ +  5.7
Southern New Y o rk  State........ +  5.3
Central New Y o rk  S ta te ........... +  8 .8  

—  2.6Hudson R iver Valley D is tric t . . 
Westchester and S tam ford........ —  2.2 +  1.2 

+14 .1Niagara Falls................................ + 1 0 .8

A ll department stores........ +  0.1 +  2.4 +  2 .8 46.1 42.8

Apparel stores ................... —  6.9 —  1.6 —  6.7 45.3 44.4

Indexes of Departm ent Store Sales and Stocks, Second Federal Reserve D is tric t 
(1923-25 average =  100)

1939 1940

June A p ril M ay June

Sales (average d a ily ), unadjusted................. 87 83 85 89
Sales (average da ily), seasonally adjusted. . 90 90 88 92

Sfnr>1rs nnnHinstpd...... ..................... 72r 80 79 74
Stocks, seasonally adjusted............................. 777- 78 77 78

r Revised
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Index of Physical Volume of Industrial Produc
tion, Adjusted for Seasonal Variation (1923- 

25 average =  100 per cent)

Indexes of Value of Department Store Sales 
and Stocks, Adjusted for Seasonal Variation 

(1923-25 average =  100 per cent)

jJLV, 1M » v, FOODSTUFFSVv\. 'A.
V '" * " '  in d u s tr ia l ' v

MATERIALS 1 1
Federal Reserve Groupings of Wholesale Prices 

of Industrial Materials and Foodstuffs, Com
puted from Bureau of Labor Statistics Data 

(1926 =  100 per cent)

1934 >935 1936 1937 1938 1939 1940

Money Rates in New York City

Business C onditions in th e  U nited  S tates
(Summarized by the Board of Governors o f the Federal Reserve System)

V OLUME of industrial production increased rapidly during June and rose 
somewhat further in the first half of July. Distribution of commodities 

through retail and wholesale markets and by rail continued active.
P roduction

The Board’s seasonally adjusted index of industrial production advanced 
from 106 in May to 114 in June. In that month, as in May, increases in 
activity were most marked in the iron and steel and textile industries where 
declines earlier in the year had been greatest.

Steel ingot production rose from 60 per cent of capacity at the beginning 
of May to 87 per cent in the latter part of June and was maintained at about 
that level in the first three weeks of July. Production of coke and pig iron 
showed similar sharp increases and iron ore shipments down the Lakes were 
at near-capacity levels. Demand for steel was general as most domestic 
steel consuming industries were operating at high rates. Exports of steel, 
which had declined in April, rose to earlier high levels in May and June, 
amounting to about 10 per cent of steel producing capacity.

Automobile production, which had begun to decline in May, continued to 
decrease in June and the first half o f July reflecting in large part seasonal 
influences. Retail sales of automobiles were in large volume and dealers’ 
stocks of new and used cars declined from the high levels prevailing earlier.

In the textile industry there was a further sharp advance in activity at 
woolen mills, and at cotton mills output was reduced less than seasonally. 
Rayon production was maintained at earlier high levels while at silk mills 
activity remained near the unusually low rate reached in May.

Coal production continued in large volume during June, but output of crude 
petroleum declined in the latter part of the month, owing to reduced production 
in Texas fields.

Value of construction contract awards showed little change from May to 
June, according to F. W. Dodge Corporation figures for 37 Eastern States. 
Awards for private residential building decreased more than seasonally, 
following a sharp rise in May, and contracts for private nonresidential building 
also declined. Contracts for public construction increased further in June, 
owing in part to expansion in the construction o f Army and Navy air bases.

D is t r ib u t io n
Department store sales in June were maintained at the May level, although 

usually there is a considerable decline, and the Board’s seasonally adjusted 
index advanced to 93 as compared with 87 in May and a level of about 89 
earlier in the year. Sales at variety stores showed little change from May 
to June, continuing at the advanced level that has prevailed since the beginning 
o f the year. In the early part of July department store sales declined 
seasonally from the June level.

Freight car loadings increased further in June. Shipments of coal and 
miscellaneous merchandise continued to expand and loadings of coke, which 
usually decline at this season, showed a substantial rise.

Co m m o d it y  P ric es
Prices of a number of industrial materials, particularly steel scrap, copper, 

rubber, and silk, declined from the middle of June to the middle of July. 
Wheat prices also showed decreases in this period, while prices of livestock 
and products advanced owing partly to seasonal influences.

A g ricu ltu re
Production of major crops this season, according to the July 1 report of 

the Department of Agriculture, may be slightly lower than last season. 
Tobacco production will be sharply reduced from last year, when the crop 
was unusually large. Domestic supplies o f wheat and other field crops as 
well as of vegetables and fruit are expected to show little change from last 
season. Indicated hog production this year will be about 10 per cent smaller 
than last year.

B a n k  Credit
Total loans and investments at reporting member banks in 101 leading 

cities increased during the five weeks ended July 10, chiefly as a result of 
increases in holdings of short term United States Government obligations and 
in commercial loans. Holdings of United States Government bonds and loans 
to security brokers and dealers declined.

The monetary gold stock increased by $885,000,000 in this five week period, 
the largest gold acquisition for any corresponding period on record. This 
inflow of gold was reflected in a growth of $310,000,000 in foreign bank 
balances with the Federal Reserve Banks and in increased deposits and reserves 
of member banks. On July 10, excess reserves of member banks amounted to 
$6,833,000,000.

G o v e r n m e n t  S e c u r it y  M a r k e t
Prices of Government securities, which had advanced sharply in June, 

showed further increases after July 8 when the Treasury announced a new 
bond issue for cash subscription. Between June 10 and July 15 the price of 
the 1960-65 bonds rose about 3 points, and the yield on this issue declined 
from 2.52 per cent to 2.34 per cent as compared with 2.26 per cent at the 
year’s peak in prices on April 2.
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