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November 14, 1974 

MEMORANDUM FOR THE PRESIDENT f 
Subject: October Industrial Production 

Summary 
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Industrial production declined 0. 6 percent in October 
following an increase of 0. 3 percent in September according 
to the Federal Reserve. The October decline was the 
largest one-month reduction since last February, when the 
country was in the grip of the energy crisis. The latest 
decrease is significant because in our view the industrial 
production index has probably been tracking the course of 
economic activity more accurately than has the GNP. Whereas 
the GNP (adjusted for inflation) declined in both the second and 
third quarters of 1974, the Federal Reserve Index of Industrial 
Production rose a little in the second quarter and was essentially 
unchanged in the third. The October index is now below the 
third quarter average and with auto production being cut the 
fourth quarter will very probably show a sizable decrease. 
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SupPlementary Material 

Last month, continuing strong demand led to a further rise 
in the production of business equipment, which has been an 
important factor sustaining production in the steel industry. 
On the other hand output of other materials and components has 
weakened as supplies are more easily obtained and the need to 
build inventories has been greatly weakened. The October index 
showed large decreases for consumer appliances and clothing 
because of weak consumer demand. Automobile production rose 
sharply in October as strikes came to a halt. However, the rate 
of automobile assemblies in October was far above the rate of 
sales, so that we are now witnessing substantial cutbacks in auto 
production in order to reduce the burden of uns9ld inventories. 

These figures are for release on Friday, November 15 in 
the afternoon. 




