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1969 FARM INCOME REGISTERS MODEST GAIN, tered the largest dollar increase, $92 million, follow-
LIVESTOCK PRINCIPLE SOURCE OF INCREASE ed closely by South Dakota with an $84 million in-

Gross farm income in 1969 was better than the crease. South Dakota had the largest percentage in-
year before in the Ninth District. This estimate of a crease in livestock sales at 12 percent while Montana
modest improvement is based upon eleven month followed closely with 11 percent.
data recently released by the U. S. Department of The strong livestock sector will be about the
Agriculture, only factor contributing to growth in farm income

Latest monthly estimates show a total of more when 1969 data are completely available. Receipts
than $3.9 billion for January-through-November in from sales of crops were little changed. Total crop
the four complete states of the Ninth District. This sales for the eleven-month period show that a mod-
can be compared to slightly less than $3.7 billion in est gain in Minnesota, which produced the more
the corresponding eleven months of 1968. The dif valuable feed grains heavily in 1969, was almost ex-
ference represents an increase for the district of 6.5 actly offset by lower sales in South Dakota which
percent over the one-year interval. The national in- had smaller acreages and weather problems. The sig-
crease over the same period was 6.6 percent. nificant improvement in North Dakota resulted from

Practically all of the increase came from larger better yields of higher quality wheat. In Montana
sales of livestock and livestock products. Livestock there were smaller acreages and weather probelms.
prices last year were up from the preceding year December 1969 data on marketings are not ex-
while prices of Ninth District crops were lower to pected to drastically alter the present picture of the
about the same. In addition, sales of livestock and entire year. Cattle prices and numbers marketed in
livestock products accounted for about two-thirds of the district were both above year earlier figures, and
total Ninth District farm income, about on a par with district marketing and pricing

Receipts from livestock sales in the first eleven conditions prevailing during the preceding months.
months of 1969 were $233 million greater than in Hog prices increased sharply in December but the
the corresponding period of 1968. Minnesota regis- numbers marketed in district states were below year



earlier levels. December may, however, have produc- pansion of demand deposits which in turn partially
ed some improvement in crop income. Such improve- reflected an unusually large increase in government
ment could be the result of the slowly improving demand deposits associated with heavy Treasury fi-
price of wheat which encouraged somewhat larger nancing operations. Time deposits continued to de-
marketings. This would not, however, be expected dine during the fourth quarter, although at a slower
to have a heavy influence on the overall totals. rate. The moderation in losses was primarily due to

BANK CREDIT RECORDS YEAR-END SURGE’ the fact that a large portion of large certificates of
LOANS AT RESFRVE CITY BANKS MAIN FACTOR deposit had already flowed out of district ,banks by

Loans and investments at district member banks the end of the third quarter. These certificates are
rose sharply in December continuing the strong ~- considered to be highly sensitive to market rates of
ward movement exhibited during November. The interest.
increase in total bank credit during the final two
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Tight money conditions continued to influence
construction activity in December. Although con-
struction employment, seasonally adjusted, edged
upward in December, other statistical indicators
suggest that further slackening occurred during the
month.

The number of housing units authorized by
building permits slipped again during December and
continued the downward trend that was evident
throughout 1969. At 2,463, seasonally adjusted,
housing unit authorizations during the month were
about 3 percent below November’s pace. During the
latter half of 1969, permits were issued for 6 percent
fewer housing units than during the first half of the
year.

Although housing activity eased substantially
throughout 1969, the current downturn has not been
nearly as severe as that which occurred in 1966. Dur-
ing the last six months of 1969, housing unit autho-
rizations averaged about 2,700 units per month, sea-
sonally adjusted. During the same period in 1966,

months of 1969 was the largest two-month increase
recorded during the year. This was a somewhat sur-
prising development since district banks experienced
a decline in liquidity throughout last year.

Loans accounted for most of the increase in to-
tal credit during the November-December period,
and most of this growth occurred at reserve city
banks. Loan expansion at country banks continued
to slowdown, paralleling the slowing of time deposit
net in flow. The large increase in loans at reserve city
banks partially reflected bookkeeping entries and a
greater than usual short-term demand for loans as-
sociated with quarterly corporate dividend and in-
come tax payments and year-end window dressing.
Nonetheless, the residual loan growth after adjust-
ment for these temporary factors was considerably
stronger than that experienced earlier in 1969.

Holdings of state and local securities at district
member banks also rose rather sharply in the last
two months of 1969, after increasing at an unusually
slow pace during most of the year. Nevertheless, the
increase for the entire year was the smallest since
1963. Holdings of U. S. government securities con-
tinued to decline during the latter part of 1969 as
they had throughout the year.

Deposits at district member banks increased
slightly during the fourth quarter on the strength of
a substantial rise in December. All of the fourth
quarter growth resulted from a rather vigorous ex-

permits for approximately 1,100 units were issued
each month. A major reason the current downturn
has been more modest despite the restrictive money
conditions is that the Federal National Mortgage As-
sociation and the Federal Home Loan Bank System
have both been supplying money for home mort-



gages to a much greater extent than they did in
1966.

Construction contracts awarded in the district
have displayed widevariations in recent months with
no readily apparent trend. This is because contract
awards for different types of construction have ex-
perienced diverging trends. Residential building and
nonbuilding contracts have eased, but have been off-
set by nonresidential building contract awards which
have tended to rise.

Mortgage market conditions in the Minneapolis-
St. Paul metropolitan area remained very tight in
November. According to the Federal Home Loan
Bank Board, the average effective mortgage rate for
a conventional home loan was 7.99 percent. Al-
though this was slightly lower than during the pre-
ceding month, it was 93 basis points greater than
during the preceding November. Nationwide, the
average conventional home loan carried a mortgage
rate of 8.13 percent, unchanged from the preceding
month.
PERSONAL INCOME ADVANCES IN IIIQ 1969,
MINING AND MANUFACTURING SCORE BIG RISES

Personal income, which is the most compre-
hensive measure of economic conditions in the Ninth
Federal Reserve Distritt, advanced 2.5 percent be-
tween the second and third quarters of 1969. The
increase represented a rise of $475 million in the
four complete states of the district. This gain sub-
stantially exceeds those recorded during the first half
of last year when district personal income increased
1.5 percent in thefirst quarter and 1.1 percent in the
second quarter.

The district’s third quarter gain was primarily
attributable to a 9.8 percent gain in agricultural in-
come. Non-agricultural personal income rose 1.9 -per

cent. Moreover, the district’s third quarter advance
in personal income was above the 2.1 percent in-
crease experienced in the nation.

The third quarter increase in district private
wages and salaries was 2.2 percent, up from the 1.4

percent advance in the second quarter. In the nation
private wages and salaries expanded 2.5 percent in
the third quarter.

The district’s third quarter personal income in-
crease can be attributed to especially large third
quarter gains of 7.4 percent in mining and 4.1 per-
cent in manufacturing. In the large trade and service
sectors, personal income advanced 1.7 and 1.8 per-
cent respectively. In the construction sector, how-
ever, personal income was down 3.0 percent; this
was the second consecutive quarterly decline for this
sector.

Personal income earned in the district’s govern-
ment sector was up 3.4 percent in the third quarter.
This increase can largely be attributed to the federal
pay raise that became effective last July. In the na-
tion, personal income in the government sector ad-
vanced 4.2 percent. Property income, on the other
hand, increased only 1.6 percent in both the district
and the nation. Nonfarm proprietors’ income in the
district has not increased since the first quarter of
1969, whereas in the nation it has continued to ad-
vance modestly.

Third quarter personal income growth varied
considerably among the district states. North Dakota
experienced a sharp increase of 8.6 percent and in
Minnesota personal income was up 3.0 percent. How-
ever, in Montana and South Dakota personal income
dropped 0.4 and 2.5 percent respectively..

North Dakota’s large increase can be traced to
a very large expansion in agricultural income, as non-
agricultural income increased only 1.1 percent. Non-
agricultural income in Minnesota increased 2.1 per-
cent between the second and third quarters while
agricultural income was up 21.5 percent. In Mon-
tana, on the other hand, a 20.3 percent decrease in
agricultural income offset a 2.2 percent gain in the
nonagricultural sector. A 1.4 percent increase in non-
agricultural income in South Dakota was more than
offset by a 16.0 percent decline in agricultural in-
come.



FOOTNOTES
NOTES

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

7. Country Banks—All member banks
na—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—Seasonally adjusted annual rate 6. Net loans and discounts less loans 9. index: 1957-59 Base Period
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FARM INCOME CONTINUES IMPROVEMENT,
BUT AG SPENDING LITTLE CHANGED

Again, farm income seems to be better than it tions were simply not sufficiently profitable to repay
was one year ago according to the Quarterly Ninth the normal, seasonal short-term loans.
District Agricultural Credit Conditions Survey. The Crops also seemed to be the central concern ofmost recent mailing, requesting conditions on or a-
bout January 1, 1970, was answered by 136 agricul- bankers who reportedly expected adverse changes infarmer’s ability to repay debts. It was pointed outtural lending bankers in the Ninth Federal Reserve
District. Although there are indications that the bet- that expiration or alteration of current federal pro-
ter-than-Iast-year income situation represented an grams could significantly reduce grain farmers’ in-
even further improvement over similar conditions re- comes since support prices and program payments
ported on October 1 and July 1, the current results are particularly critical now. Some bankers express-ed concern with the weakening of land values sincesuggest that farmers’ spending has not increased sig-
nificantly and that the rate of debt repayment has rising land values have, for sometime, been an impor-
slowed somewhat. tant part of general business solvency for manyfarmers.

In addition, a slightly larger percentage of bank-
ers expect adverse developments in farmers’ ability SHORT-TERM LOAN DEMAND STRONG,
to repay debts. Both current and expected demands BOTH CURRENT AND NEAR FUTURE
for debt refinancing appeared to be up from the lev-
els suggested in earlier reports. Likewise, the current Both the respondents who reported the current
and expected demands for new short-term loans in- demand for new short-term loans above year-ago 1ev-
creased somewhat. Interest rates continued to rise els and those who reported that they expected this
from October to January but less rapidly than they demand to be above year-ago levels for the next
did during the period from July to October. It ap- three months cited two main reasons for these de-
pears that the overall liquidity position of the re- velopments. First, many farmers are proposing short-
sponding banks improved slightly from October to term alterations to increase livestock production,
January as the percent of banks actively seeking new such as increasing the number of animals on feed.
farm loan accounts edged upward and more bankers This development is somewhat of a turn-about from
rated their loan-to-deposit ratio “low” while fewer the conditions reported previously (October 1) and
rated it “high.” is largely attributable to stabilizing cattle market

conditions and a recent large price increase in the
Bankers who reported that farm income in their market for butcher hogs. Second, recent interest

areas was greater than it was one year earlier general- rate increases at Production Credit Associations have
al cited higher livestock prices, particularly the re- caused some of their customers to seek lower-cost
cently increased price of hogs, as the reason. Expect- financing available at banks.
ations that the greater income would continue for
the next three months were mostly based on antici- The results indicate that during the recent per-
pations that the higher prices would be maintained. iod interest rate increases were widespread at agricul-

tural-lending banks, also. But, although large by his-
DEBT REPAYMENT RATE SLOWS SOMEWHAT, torical standards, the percent of bankers reporting

.‘VENTORIF~OF GOOfl~ “CREASE upward movements in rates was less for both short-
term and long-term rates than was the case on theThe current rate of debt repayment, which was

described as “slow” by 11 percent of the respon- previous survey.
dents (up from 6 percent on October 1), was largely A slight improvement in the liquidity position
attributed to holding of product inventories in order of banks responding to the survey was indicated by
to defer income into the 1970 tax year. This be- the modest increase from October 1 in the percent
havior also accounted for much of the increased cur- of respondents indicating their loan-to-deposit ratios
rent demand for debt refinancing. But the reported as “low” while there was a slight decrease in the
increase in expected demand for debt refinancing in share rating it “high.” Overall, the average loan-to
the next three months seemed to be related to the deposit ratio reported by respondents fell to 56 per-
desire to carry stocks of low-priced grains further in- cent recently from 59 percent on October 1. The
to the future in the hope of price increases. Also, in decrease was probably seasonal, or perhaps less than
some areas, grain farmers have been particularly dis- seasonal as a relatively large share (10 percent) of
advantaged by weather damage to last year’s crop. In the bankers expected problems in meeting loan re-
these areas in many cases, last year’s farming opera- quests in the next three months.


