
order to return to prerecession employ-
ment levels, ranging from 2,000 jobs in
South Dakota to 140,700 jobs in
Wisconsin. According the Minneapolis
Fed’s forecasting models, South Dakota
and Montana will reach prerecession
employment levels during 2012,
Minnesota by first quarter 2013 and
Wisconsin by first quarter 2014. 

From October 2010 to October 2011,
nonfarm employment grew 0.8 percent
in the district, slightly faster than in the
nation. Natural resources and mining
jobs grew the fastest (18.1 percent), fol-
lowed by leisure and hospitality (2 per-
cent) and manufacturing (1.9 percent).
Job losses were recorded by construc-
tion (−1.3 percent), government (−1.1
percent) and information and financial
activities (−0.5 percent) (see Chart 2).

While job growth has increased mod-
erately, unemployment rates have
moved downward. During the recession
and recovery, unemployment rate
changes in district states have been
more favorable than in the nation (see
Chart 3). As of October, unemployment
rates were lower than U.S. rates in all
areas of the district except the Upper
Peninsula of Michigan, where the rate
was still above 11 percent. 

The Minneapolis Fed’s forecasting
models are relatively optimistic for
2012. Nonfarm employment is expect-
ed to grow faster during 2012 than 2011
in all areas of the district and at rates
that exceed historical averages.
Meanwhile, unemployment rates are
expected to decrease moderately in all
areas, but stay above historical averages,
except in North Dakota, where the rate
is predicted to remain below its histori-
cal average. 

ers hope will reverse by next spring.
Another bright spot was very strong out-
put prices that made up for reduced
yields in many areas. There are opti-
mistic expectations for newly purchased
capital equipment and expected higher
prices for outputs in 2012.

In 2011, both farmers and ranchers
saw big increases in prices for their
products from their already strong 2010
levels (see table). But the district saw
big production decreases for many
crops, including soybeans (down 12
percent), wheat (down 29 percent) and
sugar beets (down 20 percent) com-
pared with 2010, while corn output is

Agriculture strong
despite difficult
growing season
For many district agricultural produc-
ers, 2011 was a wild ride. A wet, cold
spring delayed planting, and flooding
destroyed crops in parts of the district,
while severe summer heat put stress on
wheat and livestock producers.
Fortunately, the harvest season was very
dry, which allowed farmers to get into
and out of the fields quickly. That dry-
ness gave way to drought conditions in
some areas of the district, notably south-
ern Minnesota, a trend which produc-
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expected to be roughly even with 2010’s
strong harvest. Meanwhile, ethanol
prices and production trended upward
during 2011. While prices for several
farm inputs increased during 2011,
including fertilizer, chemicals and
diesel fuel, these prices were offset by
gains in crop prices.

According to the Minneapolis Fed’s
third-quarter (October 2011) agricul-
tural credit conditions survey, 2011 was
a strong year for agricultural income,
with 92 percent of respondents report-
ing increased or steady income, which
follows several quarters of increases.
Household spending and capital invest-
ment also increased. Agricultural
lenders are somewhat optimistic for
farm profits in the final quarter of 2011,
with 54 percent expecting increased
income and only 15 percent expecting
decreased income.

Like farmers, animal producers
enjoyed rising prices (see table).
Building on 2010’s large increases,
prices surged further for hogs (20 per-
cent), milk (23 percent) and steers (20
percent). These output price gains
more than offset higher feed costs faced
by meat and dairy producers.

The outlook for 2012 is upbeat, as
agricultural producers invest their prof-
its. In addition to positive returns on
investment, output prices are expected
to rise. According to U.S. Department
of Agriculture forecasts, 2012 prices for
corn, soybeans, wheat, steers and hogs
are expected to increase. f

Overall manufacturing activity increased significantly in 2011
over 2010, according to the November survey of manufacturers
conducted by the Federal Reserve Bank of Minneapolis and the
Minnesota Department of Employment and Economic
Development. The solid increase was evident across most of the
Ninth District, especially for medium to large firms.
Respondents expect even stronger growth in 2012 for their
firms as well as moderate growth for the overall economy. 

The manufacturing rebound that started in 2010 continued
in 2011. Orders were up in 2011 for 53 percent of survey
respondents; orders were down for 28 percent. Over a third
reported increased employment in 2011, while 23 percent
reported reduced staffing. Manufacturers increased prices and
productivity as well. However, profits slid, possibly due to high-
er input costs. “Commodity costs are high,” complained a small
Wisconsin manufacturer. The Dakotas reported the strongest
growth in 2011, while Montana and the Upper Peninsula of
Michigan saw some declines in activity. Large and medium-sized
firms saw strong activity, while small employers noted slight
declines. Wages and benefits grew about 2 percent in 2011 com-
pared with 2010.

Credit conditions were somewhat mixed. Over the past three
months, 19 percent of respondents indicated that access to cred-
it had deteriorated, while 8 percent reported improvement. The
biggest improvement occurred in North Dakota, while the
greatest tightening occurred in Montana and western
Wisconsin. Respondents from large firms noted improving con-
ditions, while respondents from smaller firms saw declining con-
ditions. “Greater collateral, personal guarantees, more paper-
work and higher down payment,” commented a medium-sized
Wisconsin firm.

Manufacturers across the district expect stronger growth in
2012. The number of orders and total production are expected
to increase, buoyed by solid productivity gains and higher
selling prices. As a result, profits should increase. “The future
is so bright,” commented a Montana manufacturer. These
expectations are widespread across the district and across
firm sizes. 

Manufacturing employment is expected to grow in 2012, as a
third of the respondents expect to increase hiring, while only 10
percent expect to decrease employment. Wages and benefits are
expected to increase by around 2 percent. Increased exports are
anticipated across the district in 2012, except in Montana,
where respondents predict some declines.

Manufacturers also have a positive outlook for their state
economies. They expect modest economic growth and increases
in overall employment, corporate profits, capital investments
and consumer spending. However, “inflation is a concern,” com-
mented a small South Dakota manufacturer. Overall prices may
heat up, as nearly two-thirds expect higher inflation, while only 3
percent see lower inflation. “Raw material prices have been
increasing systematically for the past 18 months,” commented a
small Montana manufacturer. f

Manufacturing activity up 
again in 2011; faster growth 
expected in 2012

By TOBIAS MADDEN
Regional Economist

Average farm prices

Source: U.S. Department of Agriculture, estimates as of December 2011

2008/2009    2009/2010     2010/2011          2011/2012

2008/2009       2009/2010       2010/2011         2011/2012

(Current $ per bushel)

Corn  4.06                   3.55                        5.18                5.90–6.90
Soybean                                 9.97                  9.59                      11.30         10.7–12.70
Wheat                                    6.78                  4.87                        5.70          7.05–7.55 

(Current $ per cwt)

All Milk                                  12.83                16.29            20.10-20.20   18.10–18.90
Choice Steers                         83.25         95.38                    114.85             120–128
Barrows & Gilts                      41.24                55.06                      66.32    63.00–68.00  

Estimated            Projected

Estimated            Projected

Crop and meat prices expected to increase in 2011

Chart 3


