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FARM SPENDING DECREASESAS INCOME DECREASES~

D~NANDDEPOSITS RISE SHARPLY

BUSINESS CONTINUES TO EXPAND

The current pressure on farm income is having a definite effect on

farmer spending and credit demands according to the reports of 140 Ninth

district agricultural bankers responding to a recent credit conditions survey.

A majority of the bankers reported that farm income was running below year ago

levels due to lower grain and hog prices and higher farm production expenses.

For the most part, the bankers expected no improvement in farm incomes during

the first quarter 1968.

The weakening farm income position is reflected in anticipated farmer

spending patterns and debt position. Current farmer spending for all items

was reported to be at or below year ago levels by three-fourths of the bankers

and a slightly higher proportion of the bankers expect this situation to con-

tinue into 1968. Many of the bankers reported that planned expenditures for
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farm machinery and other big ticket items was being curtailed as farmers became

more price conscious. The debt load of individual farms is increasing, according

to the survey, and many of the bankers anticipated greater difficulties in farm

debt repayment in the coming months.

There appears to be a pickup in the demand for both short and long-term

loans, and a further strengthening of demand is expected during the first quarter.

The survey indicates that farm debt refinancing is and will continue to be a

primary reason for additional credit needs. Interest rates on farm loans are

again on the increase according to the reports, especially for long-term real

estate loans.

The bankers appear to be in a good position to handle the increase in

loan demands. Only a few bankers expected any difficulty in obtaining a sufficient

amount of loanable funds for farm loans. Loan-to-deposit ratios were also reported

to be at normal operating levels. Many of the bankers reported, however, that

farm income problems were forcing ‘reapprovals’ of some loan requests.

District banks recorded an unusually tharp rise in total deposits during

December. On a seasonally adjusted basis the December expansion was on the order

of 15 per cent annual rate. A much slower growth during the October-November

period, however, held the fourth quarter increase in total deposits to 9 per

cent compared to a 12 per cent rise for the third quarter. Most of the inflow of

total deposits consisted of an expansion in demand deposits which was above seasonal

in nature at both city and country banks. Time deposit inflow ~t all district banks

slowed markedly during December after increasing at a very sharp rate throughout

most of 1967.

The heavy inflow of deposits into district banks was accompanied by a

relatively high rate of credit expansion during December. Total loans and invest-

ments rose at an 11 per cent annual rate - a pace which has been maintained fairly

consistently throughout the year. Loan growth was vigorous at all banks during

December. The recent strength of loan demand at country banks stands in sharp

contrast to the sluggish pace of the third quarter. Holdings of municipal and

Federal agency securities continued to expand rapidly during December but holdings

of U.S. government securities declined during the month.

November data indicate that the current business expansion continued with

renewed vigor. Production data point to a sharp rebound from the strike-retarded

October level and the housing industry maintained its strong uptrend.
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The district’s electrical energy consumption index rebounded sharply in

November to about the peak level of August and September. Leading this advance

were exceptionally strong improvements in the electrical machinery industry as

well as the lumber and wood products industry (reflecting, in part, the continued

improvement in residential construction). The nonelectrical machinery industry

and the ordnance industry continued to register gains just as they have over most

of the current expansion. The nondurable goods industry showed virtually no

change from the October level as a strike in the paper and allied products

industry retarded output expansion.

In construction, district building permit data indicated continued

strong improvement in the residential sector. For the first eleven months of

this year the total number of permits issued for new housing units was about 38~

greater than the corresponding period of 1966. Although the bulk of this increase

was in multifamily units, permits for single family dwellings advanced about 13

per cent.

Total wage and salary employment in the district advanced slightly from

the October level because of the rebound in manufacturing employment. Manufacturing

employment, reflecting output increases, advanced at about a 17 per Cent annual

rate during the month. The district unemployment rate declined by .2 of a point

during November to 3.5 per Cent of the civilian work force. This compares favorably

to the national unemployment rate of 3.9 per cent, and is a reflection of the

relationship between the district and national unemployment rates that have pre-

vailed during most of the current expansion.
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NOTES

e — Portiolly estimated; all data not available r — Revised

Index — 1957—59 1.00 sa — Seasonally adjusted

n.a. — Not available soar — Seasonally adjusted annual rate

p — Preliminary; subject to revision * — U.S. and District do not have comparable data

FOOTNOTES

1. Includes Minnesota, Montana, North Dakota, South Dakota, 10. Country Banks — All member banks excluding the selected major
the upper peninsula of Michigan, and northwestern Wisconsin city banks

2. Four State totals Minnesota, Montana, North Dakota, and 11. Average
0f doily figures of the four or five weeks ending on

South Dakota Wednesday which contain at least four days falling within the
month

3. Excludes Wisconsin portion of the Ninth district
12. Ninth District — A fixed sample of permit issuing centers.

4. All commercial banks, estimated by a sample of banks Does not represent district total.
U.S. — A sample of Centers blown up to represent total

5. Minneapolis only; date s publ i5hed quarterly for the first IS permits issued
days øF the quarter

13. General merchandise, apparel, and furniture and appliance groups
6. Minnesota only

14. Ninth District — Figures are for six standard metropolitan statistical
7. Figures are for last Wednesday of the month areas included in U.S. data.

U.S. — 226 centers excluding the seven leading Centers
8. City Banks — Selected banks in major cities

15. Per cent change compares only months specified. Does not always
9. Net loans and discounts less loans to domestic commercial compare latest month available.

banks
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