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MORTGAGE RATES CONTINUE TO RISE a seasonally adjusted basis during the fourth quarter of

1968. Contract awards for nonresidential and nonbuildingPrimarily as a result of increased residential
building, the construction sector of the Ninth district projects, however, fell by about 35 percent during the

same period.economy has continued to expand in recent months. Con-
struction employment rose on a seasonally adjusted basis Mortgage rates in the Twin Cities, following the
about 9 percent between December and January, and at national trend, continued to rise during January. Nation-
106,200 was about 6 percent greater than the level re- wide, the average effective interest rate, at 7.29 percent,
corded in January, 1968. rose 5 basis points above the peak levels of late last

summer. In the Twin Cities, the increase was even shar-
Labor market analysts from the various state em-

ployment services in the district attribute most of the rise per, for the average mortgage rate climbed 12 basis points
in construction employment to increased home building to 7.50 percent. This level was 3 basis points higher than
activity. Supporting this observation, the number of hous- the previous peak reached in September, 1968. Part of

the increase in mortgage rates was due to generally tight-ing units authorized by building permits has been increas-
ing steadily each month since the middle of 1968. During er money conditions, but part was also due to an increase

in the relative importance of multi-family residential con-
January, 5,700 housing units were authorized — that was

struction, both in the nation and in the Twin Cities. Mort-
14 percent above the December level and 20 percent above
the number of units authorized in January, 1968. gage rates for multi-family dwellings are usually higher

than rates for single family dwellings, and this tends to
Statistical indicators of future construction ac- lift the average interest rate. It is expected that the up-

tivity in the Ninth district suggest that the nonresidential trend in mortgage rates in the Twin Cities, which began
sector will continue to be weaker than the residential late in 1968, will continue at least through the next few
sector. According to the F. W. Dodge Company, contract months. In addition to the effect of generally tighter money
awards for future residential building rose 12.7 percent on conditions, a seasonally higher demand for mortgage funds



will push rates higher as the 1969 building season pro- September, indicates that manufacturing output has grown
gresses. very little since the end of the third quarter. This also

Ninth district S&Ls experienced a net savings probably explains why district manufacturers expect their
rate of sales increase to decline somewhat in the firstoutflow of $3.2 million during January, and the level of

savings held at S&Ls declined to $3230.4 million at the quarter from that registered in the fourth quarter.
end of the month. Although the net outflow was larger

TIME AND SAVINGS DEPOSIT EXPANSION SLOWS ASthan usual for the last five years, it was substantially
LARGE CBS CONTRACT AT CITY BANKS

less than the $11.2 million net outflow in January, 1968
and was better than had been anticipated. The pace of time and savings deposit expansion

at Ninth district member banks has slowed markediy since
NINTH DISTRICT UNEMPLOYMENT RATE REACHES the beginning of 1969. After increasing at a seasonally
HISTORICALLY LOW LEVEL adjusted annual rate of 17 percent in the fourth quarter of

Overall business activity continues to expand in 1968, time and savings deposit flow reversed directions
the Ninth district during the early part of 1969, but there and declined at a 9 percent annual rate during January.
are some signs of moderation. Total district employment The outflow continued at a relatively rapid pace during
increased substantially in January over December’s level the first half of February.
with increases recorded in all of the major employment The slowdown in time and savings deposit growth
sectors. Over the past twelve months the trend rate of thus far in 1969 has been due in large part to an above
growth in total district employment, at 1.6 percent, is iden- seasonal contraction in large ($100,000 and over) negoti-
tical to the national performance. However, in the impor- able certificates of deposit (CDs) which are issued princi-
tant wage and salary category of employment, the district pally by large city banks—. a trend which has been observ-
has grown during the past twelve months at an annual rate ed throughout the nation as well. During January large
of 2.7 percent which is below the comparable national rate CDs at district city banks fell $6lmillion and an additional
of 3.1 percent.

$21 million was lost in the first two weeks of February.
The district’s unemployment rate edged down one The combined outflow of $88 million represents a 20 per-

tenth of one percent to 3.1 percent in January. This is an cent decline in the level of outstanding negotiable CDs
historically low level of unemployment for the district and since the end of 1968.
is below the national economy’s 3.3 percent unemployment
rate in January.

Although manufacturers in the Ninth district expect
their sales to continue to increase this quarter (see back
page), there are signs that the output of manufacturing
firms has begun to slow. The monthly number of production
worker manhours utilized in the manufacturing production
process has shown little change since September. This
fact, together with the fact that the monthly industrial use
of electrical power has also shown little change since

In addition both city and country banks during
1969 have experienced a slowdown in the inflow of other
time deposits. During the 7-week period from December 25
to February 12 the increase in these smaller, consumer-
oriented, time deposits was about 25 percent below the
average increase during the comparable periods in the
two preceding years. Passbook savings deposits, however,
have experienced no slowdown thus far in the new year.



The pace of credit (loans and investments) ex- District cash receipts from crop marketings totaled
pansion at Ninth district member banks has slowed since $1,351 million for 1968 compared to $1,469 million in 1967.
December but not as markedly as have time deposits. One This represents a decrease from 37 percent to 34 percent
reason for this is that since last fall demand deposit in- of the total cash farm receipts. This drop appeared to be
flow has remained relatively strong thereby partially off- caused by lower crop prices and weather damage on o~ie
setting the slowing of time deposit growth. In addition, hand, while on the other hand demand for finished slaugh-
district banks increased their borrowing during this period ter animals remained strong throughout the year and dis-
relative to that of comparable periods in recent years. trict producers marketed livestock heavily.

Total credit growth at all district banks eased to The increase in receipts from livestock sales was
9 percent (annual rate) during the December-Januaryperiod rather evenly distributed over the district states — ranging
following a 14 percent (annual rate) advance in the pre- from 4.2 percent in Minnesota to 6.4 percent in South
ceding two-month period. Essentially all of the slowing Dakota. Cash receipts for crops decreased in all of the
occurred at city banks as loans slowed from a 27 percent district states, but was most severe in Minnesota and
annual growth rate in October-November to 13 percent in Montana (approximately 11 percent in each). Montana re-
December-January. Holdings of U.S. Government and other ceipts likely show the effects of low wheat prices while
securities after remaining unchanged throughout the Oc- the Minnesota figure is, perhaps, more the result of low
tober-November period, declined at a 12 percent (annual) soybean prices and extensive weather damage to late-
rate during the subsequent two months. Reports received maturing crops in general.
from large city banks suggest that the recent slowdown in
total loans, principally business loans, was due primarily Detailed information on the relationships between
to the imposition of higher rates and stiffer loan conditions farm income and farm expenses is not yet available for
rather than to any perceptible slackening of business 1968, but preliminary, state-by-state estimates of realized
loan demand. net income from farming (the difference between total cash

receipts and incurred cash expenses) suggest that total
expenses increased slightly while total receipts remained
constant.

It is expected that final figures will show that the
squeeze on realized net income will be offset somewhat
by larger inventories of livestock and crops on farms and,
on balance, district net farm income will likely be record-
ed as slightly larger than in 1967.

1955 NET FARM INUOME EXPEGTEU TU BE SLIGHTLY
LARGER THAN 1961

Estimated cash receipts from the marketings of
Ninth district farm products totaled $3,940 million during
1968, about equal to the 1967 level. The breakdown was
somewhat different for 1968, however, as crop receipts
declined 8 percent from the level reached in 1967. This
change was offset by a 5 percent increase in receipts
from livestock sales. On the national scene a 3 percent
increase in total cash farm receipts was recorded in 1968
as compared to 1967. As in the district, livestock sales
gained and, in this case, accounted for practically all of
the increase in the total.
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According to the results of the Quarterly Industrial
Expectations Survey of February 1, Ninth district manu-
facturers are anticipating a first quarter sales increase of
9.2 percent over the first quarter of 1968. This increase
is somewhat lower than the actual 11.8 percent increase
over the year-earlier level recorded in the fourth quarter
of 1968. Expectations in the nondurable goods sector
were largely responsible for the overall anticipated slow-
down.

In the nondurable goods sector, district manu-
facturers expect the rate of sales increase to be off con-
siderably from the fourth quarter, decreasing from 10
percent to 5 percent. The food and kindred products in-
dustry is largely responsible for the anticipated slow-
down in sales growth. In this particular industry, sales
are expected to advance only 1.9 percent in the current
quarter after increasing 9.4 percent in the fourth quarter.
However, both the paper and allied products, and the
petroleum products industries expect their rate of sales
growth to increase during the first quarter.

Manufacturers in the durable goods industries
expect their sales to increase 12.9 percent above the 1968
level during the first quarter which is slightly below their
fourth quarter advance. The situation varies, however,
among the industries comprising this group. The machine
industries (both electrical and nonel ectrical) anticipate
a strong increase in sales during the first quarter of 1969.
But the lumber and wood products, and the stone, clay
and glass industries expect their rate of sales increase
to slow considerably during the first quarter; these firms
expect sales to pick up in the second quarter, however.

The results of the current survey indicate that the
rate of economic growth will vary among the states and
areas in the district. (Table 1.) In the Twin Cities metro-
politan area, where over 50 percent of the district manu-
facturing activity is located, manufacturing sales are
expected to increase 15.2 percent (compared to 14.8 per-
cent in Minnesota) over the first quarter of 1968. Manu-
facturers in Northwestern Wisconsin and Upper Michigan
also expect substantial sales increases (14.9 and 11.5
percent, respectively) during the first quarter, while a 7
percent advance is anticipated in North Dakota. In South
Dakota, however, manufacturing sales are not anticipated

•to increase this quarter, and in Montana they are expect-
ed to be down slightly from a year ago.

P~ccoraingto tne resuits or a stmiiar survey taken
at the national level, the Ninth district’s expected sales
increase in manufactured products compares favorably to
the national advance of 9 percent over the first quarter of
1968. (Chart 1.) However, on the national level the non-
durable goods sales increase is expected to be greater
than the advance in durable goods, while the reverse is
anticipated in the Ninth district. This distinct contrast
can best be explained by examining the differences in the
industrial composition of the Ninth district and the nation.
The district’s durable goods sector is dominated by the
rapidly growing nonelectrical machinery industry, while
several of the slower growing durable goods industries,
such as the steel Industry, do not have the same relative
importance in the Ninth district as they do in the nation.
In the nondurable goods sector, however, the Ninth dis-
trict is dominated by the food and kindred products in-
dustry which has not been growing as rapidly as such in-
dustries as chemicals, plastics, and rubber which are
more important in the nation’s Industrial structure.

FIRST QUARTER, 1969

SUMMARY OF THE INDUSTRIAL EXPECTATIONS SURVEY


