
Volume 3, Issue 11
Issued 11/17/69

monthly
statistical
report
NINTH DISTRICT CONDITIONS
federal reserve bank of minneapolis

CONSTRUCTION INDUSTRY ACTIVITY Contract awards for new construction projects
STABILIZES IN AUGUST-SEPTEMBER during the three months ending in August, at an average

of $155 million per month, were essentially the same as

Economic activity in the Ninth District through during the preceding three-month period and were only
September continued at the high level achieved in late slightly below the $161 million average of the first quar-

ter of this year. After separating awards by type of con-summer.
struction, however, residential building contracts during

Construction conditions in the Ninth District the June-August period were about 15 percent below the
seemed to have stabilized during August and September first quarter level. Non-residential building awards were
after deteriorating earlier in the year. The late summer essentially the same as during the first quarter. Non-
leveling-off in activity appears to be a temporary pause building awards increased, reflecting the resumption of
in the current construction industry downturn. The weak highway contracting following a temporary freeze on high-
condition of the industry in the district parallels the sit- way spending. During the three months ending in August,
uation for the construction industry throughout the nation, non-building awards were 8 percent higher than during

the first quarter of this year.
In the district, a number of statistical indicators

have leveled off at lower levels than earlier in the year. District total wage and salary employment in-
Employment, at 93,500 in September, seasonally adjust- creased 4 percent between the second and third quarters,
ed, was about 300 higher than during August, but was but was still below the level attained earlier in the year.
still well below the average level of 104,200 during the Between August and September, district employment ad-
first quarter of this year. The number of housing units vanced 2.7 percent, at an annual rate, However, the rate
authorized by building permits also drifted upward in of unemployment also increased to 3.6 percent in Sept-
September, but during the third quarter was about 15 per- ember, a continuation of the gradual upward trend that
cent below the first quarter’s rate. has been evident throughout the year.



PERSONAL INCOMERISES.
BUTAT SLOWERRATE

Personal income in the four complete states of
the Ninth Federal Reserve District rose 1.1 percent, or
$199 million, seasonally adjusted at an annual rate, be-
tween the first and second quarters of this year. This
represented a slowdown, since personal income advanc-
ed 1.5 percent in the first quarter. The district’s expan-
sion in personal income was also below the national in-
crease of 2.2 percent in the second quarter. There was
considerable variation among the states in second quar-
ter growth. South Dakota and Montana recorded gains of
6.2 and 3.0 percent respectively. In Minnesota, personal
income advanced only 0.8 percent. In North Dakota per-
sonal income declined 5.3 percent.

Although agricultural income decreased in the
second quarter, the slowdown in growth of total personal
income in the district was largely traceable to non-agri-
cultural sources of income. The rate of increase in pri-
vate wage and salaries declined sharply from 3.7 percent
in the first quarter to Li percent in the second quarter.
Second quarter decreases of 4.7 percent in mining, of 1.6
percent in construction and of 0.6 percent in transport-
ation, communications and public utilities contributed to
the slowdown. In addition, second quarter gains in the
important trade and service sectors were below those re-
corded in the first quarter. In manufacturing, however,
personal income increased by 1.6 after failing to advance
in the first quarter.

Personal income was up in the Government sec-
tor by 2.5 percent after decreasing in the first quarter.
Property income increased by 1.7 percent which was up
from the 11 percent gain in the previous quarter. Non-
farm proprietors’ income, on the other hand, declined in
the second quarter after increasing in the first quarter.

In contrast to the district, national agricultural
income advanced sharply in the second quarter, increas-
ing by 8.5 percent. In fact, national gains generally ex-
ceeded those of the district. Private wages and salaries
increased 2~4percent nationally which is more than dou-
ble the rate the district experienced between the first
and second quarters. Large increases of 5.4 percent in
construction, 2.2 percent in manufacturing, and 2.5 per-
cent in trade are in contrast to the district’s modest in-
creases or decreases in these sectors. Personal income
derived from Government sources, however, increased
faster at the district level than in the nation. Property
income in both the district and the nation advanced 1.7
percent in the second quarter.

Although third quarter personal income figures
are not yet available, it’s not likely that personal in-
come increased appreciably as preliminary estimates in-
dicate that district wage and salary employment was es-
sentially unchanged between the second and third quar-
ters of 1969.

GROWTHOF TOTALCREDIT
STABILIZES IN THIRD QUARTER

Total credit (loans and investments) at district
member banks rose slightly during September, enough to
offset the decline posted earlier in the quarter. As a re-
sult, credit was unchanged in the third quarter, after a
rise of 4 percent at an annual rate during the first half
of 1969. These changes in Ninth District total bank cre-
dit over the course of the year closely parallel the chang-
es in commercial bank credit in the nation,

Outstanding loans at district banks, after in-
creasing very little in July and August, rose more rapidly



in ~eptemoer.~ountry DanKs accountea ior most OT tne
September advance, due largely to expansion in loans to
other commercial banks, This type of loan, commonly
termed federal funds sales, has two advantages: it is
highly liquid, and the rate of interest since mid-year has
been about 9 to 10 percent. The pace of expansion of
country bank loans to borrowers other than other com-
mercial banks, however, has slowed in the last two mon-
ths from the rapid pace maintained during late spring and
early summer. District city banks, which had experienced
no growth in loans through the first eight months of 1969,
recorded only a nominal advance in September.

With respect to investments, holdings of govern-
ment securities remained unchanged during September al-
though the usual pattern is sharply upward as district
banks rebuild liquidity positions. Investment in other
securities (mainly municipal and Federal agency issues)
increased at a greater than seasonal pace in September
but the advance during the third quarter was moderate.

Deposit inflow at district member banks was ex-
tremely weak during the third quarter. Demand deposits
at both city and country banks increased by substantial-
ly less than is normal for this time of year. Time depo-
sits continued to decline in July-September. Country
banks experienced virtually no increase while city banks
continued to report an outflow of time deposits as a re-
sult of further losses of large negotiable CDs.

AGRICULTURAL INTEREST RATES
INCREASE SOMEWHAT FURTHER

Interest rates charged to farmers by agricultural
lending banks in the Ninth District continued to climb.
Rates have risen dramatically in the past two years, but

the rate of increase seems to have slowed somewhat re-
cently. The last two quarterly increases would naturally
appear small compared to the jump during the first quar-
ter of this year, when there was a one percent change in
the usury limit in North Dakota.

The recent easing of increases may be the re-
sult of a larger number of banks attaining rates that are
lodged at usury ceilings. Another reason maybe that loan
demand in rural areas has slackened somewhat. Many
bankers report that good cash incomes during the wheat
harvest and high livestock prices have reduced present
needs for operating capital. It is also reported that farm-
ers are becoming more hesitant to enlarge and improve

their operations because of rising prices of farm sup-
plies. Both of these factors trend to reduce the demand
for credit.

Interest rates for longer-term loans continue to
advance faster than rates for shorter-term loans, but the
differences are narrowing. Early this year, average long-
er-term rates were lower, but rising much more rapidly
than average shorter-term rates. The slowing is natural
as both long and short-term interest rates begin to touch
the same legal ceilings. Also, as inflationary expecta-
tions lessen, bankers are less inclined to require large
rate premiums for the commitment to tie up amounts of
money for long periods of time.

Loan-to-deposit ratios at rural banks have in-
creased in a pattern parallel to the general level of in-
terest rates during the past four quarters. This suggests
that demand for loans, rather than supply of deposits,
has been the dominant factor in establishing rates. The
ratio increased one percent from July 1 to October 1, to
59 percent. Historically, this is a very high level for ag-
ricultural lending banks.



NINTH DISTRICT income and finance

FOOTNOTES
NOTES

1. Excluding Northwestern Wisconsin to domestic commercial city banks
e—Partialiyestimated; all data not available 2. All commercial banks, estimated by

7. Country Banks—All member banks
n.a.—Not available a sample of banks

excluding the selected major city
p—Preliminary; subject to revision 3. Excluding Northwestern Wisconsin banks

and Upper Michigan
Revised 8. Average of daily figures of the four or

4. Last Wednesday of the month figures five weeks ending on Wednesday
sa — Seasonally adjusted data

5. City Banks—Selected banks in major which contain at least four days falling
U.S. and District do not have comparable data cities within the month

saar—Seasonaliy adjusted annual rate 6. Net loans and discounts less loans 9. Index: 1957-59 Base Period



UNITED STATES income and finance

SOURCES

PERSONAL INCOME: U.S. Department of Commerce, Office or business Economics

SAVINGS AND LOAN ASSOCIATIONS: Federal Home Loan Bank Board

CASH RECEIPTS FROM FARM MARKETINGS: U.S. Department of Agriculture

FINANCIAL DATA OF MEMBER BANKS: Federal Reserve Bank of Minneapolis and Board of Governors of F. R. System

CONSUMER PRICE INDEX: U.S. Department of Labor, Bureau of Labor Statistics

PRICES RECEIVED BY FARMERS: U.S. Department of Agriculture and Minnesota Farm Price Report



NINTH DISTRICT production and employment

NOTES FOOTNOTES

e—Partially estimated; all data not available 1. Index: 1957-59 Base Period

na—Data not available 2. A sample of permit issuing centers

p—Preliminary; subject to revision 3. Excluding Northwestern Wisconsin

r—Revised 4. Six standard metropolitan statistical areas

sa—Seasonally adjusted data 5. A sample of centers blown up to represent

U.S. and District do not have comparable data total permits issued

saar—Seasonally adjusted annual rate 6. 226 centers excluding the seven leading centers



UNITED STATES production and employment

~UUKUL~

INDUSTRIAL PRODUCTION: Board of Governors of FR. System
INDUSTRIAL USE OF ELECTRIC POWER: Federal Reserve Bank EMPLOYMENT, UNEMPLOYMENT, HOURS

of Minneapolis AND WAGES:
PRODUCTION WORKER MANHOURS: Federal Reserve Bank of Employment Security Departments; Mm-

Minneapolis nesota, North Dakota, South Dakota, Mon-
CONSTRUCTION CONTRACTS AWARDED: Board of Governors of tana, Michigan, and U.S. Department of

of F. R. System, F. W. Dodge Cor-
Labor, Bureau of Labor Statisticsporation data RETAIL SALES: U.S. Department of Corn-NEW HOUSING UNITS AUTHORIZED: Federal Reserve Bank of

Minneapolis and U.S. Department of merce, Bureau of Census
Commerce, Bureau of Census NEW PASSENGER CAR REGISTRATIONS:

BANK DEBITS: Board of Governors of F. R. System Automotive News Magazine



Ninth District Agricultural Credit Conditions Survey

AGRICULTURAL IN COME HIGHER

Strong indications that the incomes of farmers and Many bankers reporting that current farm earning
ranchers in the Ninth Federal Reserve District are higher were better than year-earlier levels in the present surve
than they were at this time last year persist. Projections cited a good wheat crop with a fast and efficient harves
for the fourth quarter suggest that the remainder of this as an important reason. The number of bankers mentionin
year will also be better than the corresponding months of favorable livestock prices was down somewhat from th
1968 but, perhaps, by a smaller margin. This current sur- previous survey when the responses had cited livestoci
vey, which includes the responses of 144 agricultural prices as almost the only factor.
lending bankers in the Ninth district, indicates that bor-
rowers are channeling even more of the improvement in
their incomes into debt repayment than they were at the RAPED DEBT REPAYMENT
time of the previous survey. Comparing the current survey LINKED TO HIGH INTEREST RATES
to the previous one (July 1), in which more rapid repay-
ment was also noted, there is currently a greater percent-
age of bankers reporting the rate of repayment “rapid”
and a smaller percentage reporting it “slow.” Moreover,a The more rapid rate of repayment was generall
larger percentage of bankers consider current and expect- attributed to high interest rates. Borrowers, it was fre
ed demands for debt refinancing to be “less than usual.” quently reported, are becoming more concerned with th
This is consistent with both continued strong incomes high rates and the resulting high credit costs incurred i
and a faster rate of debt repayment. Current and expected their operations. Many of them are using the returns fror
demand for new agricultural loans appear to be slacken- hiqh prices or good crops to reduce the size of their e~
ing somewhat according to the bankers’ responses. Also, pensive debt loads.
increases in interest rates are much less wide spread than
at the time of the previous survey. However, the percent-
age of bankers expecting problems in meeting loan re- The high interest rates were also reported to b~
quests in the coming quarter is still high compared to past causing borrowers to show more reluctance to undertak~
experience and there are indications that, generally, loan- new borrowings for financing new or expanded operations
to-deposit ratios have again tightened somewhat.

Demand for new loans and anticipated demand for
new loans were also notably rated lower in this survey
because of a developing attitude of caution on the part of
borrowers. This recent change was generally attributed to
the attitudes of livestock producers, particularly cattle
feeders, who are becoming skeptical of the outlook for
profitable price developments.

The lower percentage of bankers reporting in-
creases in interest rates in the present survey is consis-
tent with the indications of a general decrease in loan
demand. However, probably more important than loan de-
mand, it was noted that many respondents mentioned that
further increases in their rates were prohibited by state
laws. Short-term agricultural interest rates above 8 per-
cent per annum are currently reported by 20 percent of
the respondents.


