
Val.B

	

ser~ni ]
f ~r~.3

MONTHLY REVIEW
of

AGRICi3LTURAL AND BUSINESS CDNDITI~NS
IN THE

NINTH FEDERAL RESERVE DISTRICT

February business activity in the Northwest de-
clined from January but was at the !highest February
level an record . Department store sales continued
well above a year ago, Farm cash income was also
at a record level for the rrtonth,

BusINESs
Business activity in the Northwest during Febru-

ary continued at a high level and according tv our
seasonally adjusted indexes, reached a new high
for the month. Although
a few of the seasonally
corrected indexes de-
clined slightly from the
unusually high January
peaks, most of the series
were about 30 paints
above February 1941
which was considered the
best February since i 93[} .
The country department
stare sales index stood at
1 52, the highest February
on retard, and compared
with 124 a year ago, while
the index of city depart-
ment store sales at 134
was 23 points over 1""eb-
ruary last year. Even
though the February sales
volume was large the in-
dex of stocks at city de-
partment stares advanced
2 paints tv 132, the high-
est since 1929. All in-
dexes of check payments
continued at very high
levels, the total caxload-
ings index was the highest
February since 1931, and
the country lumbex sales
index also advanced
sharply to f 78, the high-
est since i 920.

Northwest Business Indexes
Adjusted for Seasonal Variation-1935-39 - f 00
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The volume of construction contracts awarded in
the district during February, according to the F. W.
Dodge Corporation, was moxe than three times the
]anuary volume, and was 38 per cent above Febru-
ary last year . The $b .4 million of contracts awarded
last month was the largest Fehxuary volume since
1923, Residential building, which increased from
$1 . 5 million to $ 3 . 1 million, accounted For most of
the increase over last year although public utilities

construction and non-resi-
dential building also xeg-
istered slight gains aver a
year ago. Because of the
unusually small volume of
t o t a 1 c~nstruction con-
tracts awarded in ,January,
the two month total For
1942 far this district was
approximately 1 7 per cent
below the corresponding
period of i 941 .

Reports received from
93 cities and suburbs in
the district indicate the
value of building permits
issued in these centers
during Fehxuary was l5
pex cent below February
1941 , Cities in Michigan,
Wisconsin and North Da-
kota reported increases
aver 1941 while Minne-
sota, Montana and South
Dakota showed decreases
from a year ago.

Sales at both city and
country department stores
continued in large volume
during the month of Feb-
ruary. All trade sections
reported gains aver Feb-
ruary last year with the

largest increases reported in North Dakota . Sales
there were about one-third larger than a year ago
while all country department stores in the district
showed a dvllax volume gain of 23 per cent over
February 1941 . City stores sales during February
were 21 per cent larger than last year .

Manufacturing production in this district during
February, when measured by the following indica-
tors, was below the large ]anuary volume but was
roughly 20 per cent larger than in February a year
ago. Livestock slaughterings at South St, haul

Feb. lan. Feh . FPd .
m "ia ~saz isai naQ

Bank Debits-94 cities. . . .. . .. .. . . .. .. . .. . . . . . 151 I51 12a 1 l3
Bank Debits-farming center~. . ... . 1 60 1 64 1 32 I i 7
Country check clearings.. . .. . .. .. . . .. . . . . 1 75 168 i 37 ! 21
City department store sales._. .._ ._. . . . 134 152 I11 107
City department stare stocks. . . .. . . . . 132 130 ( 06 104
Country depHrtment store sales_, . 152 164 124 I23
Country lumber sales. . . . . . . . .. .. . .. . .. . .. . . . .. . 178 141 135 121
Miscellaneous carloadings .._ ._.. . . .. . . . . 147 160 122 103
Total carl~adings sxx� i . ,t,lsrc]l,u,eoi,sl 1 i 4 1 4 1 100 95
Employment-Mian. [t~~n~i, raas-lvo~ 1 19 1 I8 1 D7 99
Farm Prices-Minn. ~i?za-zs- : :zoa~ 1 f 0 1 fly T6 69



A~ItICULTURAL AND BUSINESS CDNDITiUNS

BANKING

dropped about one-third Exam January but were still
about ZQ per cent over February 1941 . Floux pro-
duction, flour shipments and linseed oil and oil cake
shipments were less than in January Gut all were
approximately 2Q per cent over last year . The Min-
nesota Division of F:rrxplvyment and Security re-
ported the index of manufacturing employment in
Minnesota rose 3 points to 125 . This compared to
1 10 in February 1941 . Electric power pxvductivn
in the four complete states of the district declined
From January but was 16 per cent larger than in
February a year ago.

Sales of Department Stores

City member bank loans tv customers declined
another $2 million during the four-week period
ended March 1 1, 1942 . Total loans amounted to
$253 million on that date, $9 million less than the
volume outstanding last December, which was the
highest loan volume since 193U. A $h million de-
crease in their holdings of treasury bills was ofFset
by a $5 million increase in United States govern-
ment bonds, maintaining total investments at the
same level of $2 b7 million. Total deposits in-
creased to $728 million, only $5 million short of
the all-time high reached last November . Reserve
balances with us were increased and excess reserves
of city member banks stood at $1 6 .4 million com-
pared to $48.7 million last year .

Tvta1 deposits held by country member banks
were not materially changed from a rrtanth ago but

M arch 28, 1942

when compared to a year ago, demand deposits had
increased $58 million and time deposits declined
$$ million. Smallex inter-bank balances caused ex-
cess reserves tv be lowered by about $1 million.
Reserve balances with us remained at the same level
as one month earlier.

The reserve position of Ninth District member
banks as indicated by the daily average of deposits
and reserves for the last half of February was as
follows :

operating ratios far Ninth District member banks
far the year 1941 are presented below. ~T'hese
ratios include infaxrrxation vn earning capacity,
charge-off program, distribution of assets and many
vthex factors affecting the successful operation of
banks. Average ratios have been computed for
various bank sine-groups and are available for dis-
tribution in cixcular form . An average bank-size-
~roup, quite typical of the operations of all banks,
was selected and a few of the important ratios pre-
sented in the table below.

Arrerage Qperatinq Ratios of Ninth District Member $auks
Holding Total Deposits of $500 Thousand to $999 Thousand

~Excesa vF recoveries over charge-aFFs and depreciation.

Humber of Stares CumuIatFve
Showing °I° Feh. 1942 °.e 1942

Increase Decrees® vT Fch, f941 of 1941

Total District . . . . . .. . .. . . . .. . . .. . . . . . . . . . .. . . . . .. 342 53 322 128
Mpls., 5t. Paul, Dul.-Sup. . . .. .., ., . .. 21 2 12 f 126
Country Stores . . .. . . . . . . . . . . .. . . . . . . . . . . . . . . . . 321 51 123 129
Minnesota . . . .. . . . .. . . .. .. . .. . . .. .. . .. . . . . .. . . . . . . . . . . . 114 15 128 134

Central . . .. . . . .. . . .._ ._ ._. . ., ., . . .. . ._ .. . . .. .. . . .. .. 20 4 147 150
Northeastern .... . . .. . .. ... . .. .. . .. . . . . .. . . . .. 1 6 2 122 ¬ 29
Red River Valley. .. . ._. . . ._. . . .. ._. . .._. 8 3 13 ! 1 33
South Central ._ . . . . ., .. . ._. . ._ .. . . . . . . . . . . . 2$ 2 139 142
Southeastern .... . . .. . .. . . . . . . .. . . . . . . . .. . . . . . 15 1 ! 1 7 1 24
Southwestern . . . . . . . . . . .. . . . . . . . .. .. . . . . . .. 26 3 I2b 130

Montana . .. . . . .. . . . . .. . . .. . . . .. . .. ._._ . . . .. . .. . . . ._. . .. . 29 17 103 113
Mountains . . . . . . . .. . . . . . . .. . . . . . . .. . . .. . . . .. . . .. . 7 5 102 114
Plains .. . . . . . . . . . .. . . .. .. . . . . . .. . . . .. . . . . .. . . . . . . . . . . . 22 12 103 112

North Dakota . . . . . .. . . .. . .. .. . . .. .. . .. . . . ... . .. .. 55 5 133 139
North Central . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. 1 f 0 15b 3 5b
Northwestern . . ... . .. . .. .. . . . . . . . . . . . . . .. . .. .. 6 1 122 139
Red River Valley .. .. . . .. .. . .. . . . . .. . . ... 20 1 132 134
Southeastern . . . . . .. . . . ._. . .. .._ ._. . .. .. . . .._. 1 7 2 132 14 i

Red Riv. V.-Mien . & N. Dak. . .. 28 4 131 134
South Dakota .. . . .. . . . . .. .. . .. . .... . . .. . . . . . . . .. . 57 7 122 127

Southeastern . .. .._ ._._., .. . . .._. . .. . . . .. . . .. . 14 2 122 125
other l':aatern . . . .. . .. .. . . . . .. . .. . . . . .. . . ... 3S 3 123 i29
Western . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . 8 2 120 12b

Wisconsin & Michigan. . . . . .. . . . . . . .. . .. 66 7 130 135
Northern Wisconsin . . . . . . . .. . . . . .. 2 1 1 f 3 I 132
West Central Wi~con~in. . . . . .. .. 3 ! 4 13 i 134
I]pper Peninsula Michigan . .. 14 2 122 127

1939 1940 1941

Number vF Banks 122 137 i 47

Percentage aF Total Capita] Accounts
Net current earnings. .. . . .. . . . .. . .. .. . . .. .. . . . . . .. . . . . . . . . 10 .5 13 .1 11 .3
Net pro£xts .. . ... .. . .. . . .. .. . ... . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . 7.7 8 .3 11 .1
Cash dividends declared. . . . . .. . . . . . . . : . . . . . . .. . . . . . 3 .4 3.9 4.2

Percentage of `Total Aaseta
Total earnings .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .2 4. i 4.3
Total expenses _. . . ... . . . . . . . .. . . . . .. . . . . .. . . . . . . . . . . .. . . . . . . . . . . . 3 .1 3.0 3.2
Net current earnings . . ._. . .. .. . . .. .. . .. . . .. .. . . . . . . . . . . . . . . 1 .1 1 .1 1 .1

Percentage of Total Earnings
Interest and discount on loans. . . .. . . . .. . . . . . 47 .3 53.0 55.9
Interest and dividends on securities . . . 31 .9 25 .1 22.0
All other earnings ., . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . 20 .8 21 .9 22 .1
Total earnings . . . . . . . . .. . . . . . . .. . . . . . . . . .100 .0 100 .6 100.0

Salaries and wages. .. .. . . . . . . . .. . . .. . . . . . . .. . . . . .. .. . . . . . . . . 28 .6 29.0 29.9
Interest on time deposits .. . . . . . . . .. . .. ._. . .. .. . . .. . . . . 22 .0 20.6 1$ .9
Taxes ether than real estate,. . .. .. ._ .. . . . . . . . . . 3 .3 4.0 3 .8
Ali other expenses. . .. .. . . . . . . . . . . . . . . . . . . . .. . . . . . . 20 .5 20 .7 21 .2

Total expenses .. . . . . . . . . . . . . . . . . . . . . . .. . .. . . . . .. . . 74 .4 74 .3 73 .8
Net current earnings . . . .. . . . . . . . . . .. . .. . . .. .. . . . . . . . . . . . . . . 25 .6 25.7 2b.2

Nei charge-ofFs . . . . . . . . . . .. . . .. .. . .. . . .. .. . . . . . . . .. . . . . .. . . . . . . 6.5 6.5 i.b~`
Nei profita .. . ._. . . . .. . . . . . . . . . .. . . . . . .. .. . .. . . . . .. . . . .. . . . . . . . . .. . .. . . 19 .1 14 .2 25 .8

Per cant interest recd on loans. .. .. . .. . . . . b.2 6 .1 6.D
Per cent interest reed on securities . . . 3 .3 3 .1 3 .0
Per cent interest paid vn time dep. .. . . . . 1 .8 3 .8 1 .$

hfemher Bank
Roserve neuvsits

Ra4vired
Reserves

{Thousands o1 Dollars)

Excess
Reserves

Country Banks . . . . . .. . ._.. ._._ ._ ._. . .. ..$ 70,148 $ 48,22b $ 2 [,922
City Banks _ ._. . . . ._. . ., ., . . .. .._ .. ., ., .. . . .._. 108,833 98,911 9,922

Ninth Distract { 1942 ) . . .. .. . . . . . .$ i 78,981 $147,13 7 $ 31,844
Ninth District ( f 94 t ) ._._._ . .. . . .$169,476 $ f 07,779 $ 62, 197



For this group of banks, whose trend of opera-
tions was typical of all size groups, the per cent that
net current earnings were of total capital accounts
increased from 1 1 .1 per cent in 1940 tv 1 1 .3 per
cent in 1941 . The average interest rate on leans and
discounts dropped Exam 6. ] per cent to b.D per cent
while the return on securities declined from 3.l to
3.0 per cent . Because loans to customers increased,
the interest on loans and discounts during 1941
represented 55.9 per cent of total earnings as com-
pared to 53 per cent in 194D and 47 per cent in
1939 . Returns from securities showed almost a
corresponding decrease . Net current earnings were
not materially above last year but the percentage
of total earnings that was realized as net profits in-
creased sharply from last year because charge-offs,
which had been 6.5 per cent the past two years,
were mare than offset by recoveries, thereby in-
creasing profits from 19.1 per cent of total earnings
to 2b .8 per cent . [Charge-offs were very small in
all size-groups of member hanks.) Cash dividends
as a percentage of capital accounts increased from
3.9 per cent in 1940 to 4.2 per cent in 1941 .

AGRICULTURE

Cash farrrx income from the sale of important
livestock and livestock product items declined from
January due principally to smaller marketings of
hags and cattle . However, when compared to Feb-
ruary 1941, cash income from the sale of cattle,
hogs, sheep and Iambs, eggs and dairy products
was approximately 54 per cent ever last year. ln-
comc from the sale of hags again accounted for
much of the increase aver last year although income
from the sate of dairy products was also substan-
tially above a year ago. Faz the month of January
1942, the USDA estimated cash farm income from
marketings and Government payments to be ap-
proximately 50 per cent above a year earlier.

Farm prices last month showed no material
change from the high levels reached in January but
were substantially higher than the levels prevailing
in February last year . Mast grain prices were ap-
proximate~y 50 per cent above prices a year ago,
but livestock prices registered smaller gains. One
notable exception was the median price of hogs
which moved from $7.50 last February tv $12.40
this year .

February livestock receipts at South St . Paul, as
in January, were larger than receipts for the same
month a year ago. Cattle receipts were 23 per cent,
and hog receipts 21 per cent above February 1941 .
However, sheep receipts for February were 13 per
cent less than in the same month a year ago . Ship-
ments of Feeder cattle from South St. Paul, although
oat large at this season of the year, were 14 per cent
above shipments last February .

AlI classes of productive livestock on farms in
this district on January 1 were much larger than a

NINTH FEDERAL RESERVE DISTRICT

year earlier. There were 20.6 per cent more hags
and 15 .5 per cent more chickens on northwest farms
than on January 1, 1941 . These two classes of live-
stock can be readily increased when the demand
for pork and eggs increases but rnoze time is re-
quired to add materially to the number of cattle and
sheep on farms. Since the number of milk cows in-
creased only 3 per cent aver 1941, in order to meet
the 8 per cent increase in milk production requested
by the Department of Agriculture, farmers must in-
crease the average production per cow roughly 5
per cent . This will require more grain feeding not
only during the winter months but during the pas-
ture season as well. The large increases in the num-
ber of hogs and chickens indicates the 1942 praduc-
tivn goals for pork and eggs will probably be met
nr even exceeded . The egg production per 1 OD lay-
ing hens on farms in the West North Central states
during February was 14 per cent above February
1941 and resulted in the highest February egg pxU-
duction an record.

Lineatock on Ninth Diskrict Fauna-January 1

Includes heiFera 2 yeura old and over kept For milk.

Wool production is expected to be slightly larger
than the record production of 1941 . Aecause the
number of stock sheep on northwest farms on Jan-
uary 1 showed a larger increase than for the nation
as a whole, wool production in this area in 1942 is
also likely to show a larger increase. In the United
States during 1441 we consumed 977 million
pounds of wool, about twice our domestic produc-
tion . '1"he Department of ~.griculture reports that
the shortage of ocean shipping is likely to increase
our wool imports from South American countries
and diminish shipments from Australia and New
Zealand . They also report the new wool clip is
being contracted in Western states at prices about
5c per pound over last year .

Gold storage stocks of must perishable food
products in the United States an March 1 were cvn-
sidcrably larger than those on hand one year earlier.
Butter in storage totaled 64 million pounds com-
pared to 16 million pounds last year, holdings of
cheese increased from 119 million pounds last
March to 16D million pounds this year . Storage
holdings o£ lard an March i were below last year
but were still 1 D per cent larger than the median
holdings for that date . Pork supplies were also
down from a year ago but all other meat supplies
were larger than on last March 1 .

1941
(rh°us.)

If142
trh0u8 .3

aisirlct V. S.
°/o ChauffB % Ch&1190

All Cxtt1C and Calves._ ._ ._._ ._._._ . 9,123 4,636 5.6 4.4
Milk Cows' 3,645. .. .. . . 3,76U 3 .2 3.2
Stock Sheep _. . ._. .. ... . .... . . .. . . . ... ~_: . : 7, 705 8,175 6.1 2.9
Hogs {includes pigs) ._. .. . .... . . ., . 5,492 6,626 20 .b 1 l .6
Chickens . . . . .. . .. .. . . . . .. .._._ .. .. . . .. . . . ._._ . . ..39,480 45,586 15 .5 12 .1
Turkeys .. . . ._ .. . . .. .. . . .. .. . .. . .... . . .. . . . . .. . ._ . .._ 1,150 f .239 7.7 6.3
Nurses and Mules_. . .. .. . . .. .. . .. . . .. .. . . 1,756 1,697 ---3 .4 -3.3
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k'ederal Reserve mnnLhly inde:c of vhysical
volume a£ Irr~xluction, arilusteri fur seananal
variation, 1.936 " 1933 averaKeX109 . Latxst
fifCUres shuwn are fot 1''ebruarl . 1942 .

WHOL[SAL[ YRIGES

MEMBER 9AHK5 IR IOI LEADING LIYIE$

iAEMBER BANK RESERVES ANO RELATED ITEM$
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Bureau of Lahor uSLatisLics' indexes, 192G-
lOl3. "Other" inclLldea Gommudities other
than farm products and foods. By weeks,
danuryry u, 1936 to week ended March 2,
2942 .

5V~" rlnesday Rgures . Commercilel loans, which
incltrde industrial and agricultural loans,
represent yrilrz' to May 13, 1!157 su-called
"Other loins" n then revrrrLe'1 . Latest fig-
ures shown are for Marsh 13, F942.

/fe[Ine~day fi-" urc~s, .7anui~ry 4, 1944 Lo
March 11, 1942 .

March $S, 1942

National Summary of Business Gonditians
CDMPILED BY THE BOARD OF' GDVERNQRS OF Ti-IE FEDERAL RESERVE

SYSTEM, MARCH 23, 1942
Industrial activity increased Further in February and the first half of March.

Retail trade was sustained at high levels and commodity prices continued to advance.
PRDDUCTION : In February the $yard's seasonally adjusted index of industrial

production rose Pram 171 to 173 per cent of the 1935-39 average. As in other
recent months, activity in the durable goods manufacturing industries, where the
majority of military products are made, continued to advance, while in industries
making nondurable goads and at mines activity was maintained at about the levels
reached last autumn .

Steel production rose to 96 per cent of capacity in February sad increased
Further to 98 per cent in the third week of March-which corresponded to an annual
rate of nearly $7 million net tons . Lumber production also increased, following
less than the usual seasonal decline during the previous two months . In the
machinery and transportation equipment industries, now engaged mainly in arma-
ment productionL, activity continued tv advance rapidly as plant utiIixativn increased
and capacity expanded . Conversion tv armament production in the automobile
industry, where output of civilian products was discontinued in early February, is
apparently being effected much more rapidly than had been anticipated earlser .

7"here were further increases in output at cotton textile mills and at chemical
Factories, reflecting an increasing amount of work on military orders . At nieat-
packing establishments activity was maintained near the high rata reached in Janu
ary. Shoe production increased by less than the usual seasonal amount, Anthracite
production rose sharply in February and bituminous coal production was maintained
near the high rate of other recent months . Output of crude petroleum, which had
been at record levels in 17ecember and fanuary, declined somewhat in the latter part
of February and in the first half of March, reflecting transportation diPficultiea .

CON5TRUCTION : Value of construction contract awards increased consid "
erably in February, according to Figures of the F. W. badge Corporation, owing
mainly to a sharp rise in awards For public prajects . Total awards in February were
half again as large as Iast year, and public awards were about three times as large .

to nonresidential building, awards for public projects increased materially,
while those for private prajects continued to decline. There was a slight rise in
awards for public utility construction,

1n residential building, contracts for private work changed little from January,
while those far publicly-financed projects increased sharply and amounted to about
half of the tote! for the first time on retard . For the past six months there has been
a noticeable shift in privately-financed housing activity from building For owner-
occupancy to building far sale ar rent ; in February, awards for the Former consti-
tuted only about one-fifth of the small-homes total. This shift is attributable mainly
to the activity in defense areas and to legislation enacted last spring making possible
the insurance aF mortgages taken out by builders .

D.ISTRIBU~I-ION : Value of retail trade continued large in February . Sales at
general merchandise stores and variety stores increased more than seasonally, while
salts at department stores declined . In the first half of March department store sales
increased by about the usual seasonal amount .

Freight-car loadings, which in ]anuary had been unusually large for this time
of year, declined somewhat in February owing to smaller shipments of coal, grain,
and miscellaneous freight.

COMMODITY PRICES : Wholesale prices continued to advance from the mid-
dle of February to the rrziddIe of March, particularly those for finished consuT,Ler
goads such as meats, fruits and vegetables, shoes, clothing, and household items.
Temporary maximum price orders were issued covering wholesale prices of some of
these prvducas, including park, canned fruits and vegetables, finished cotton and
rayon fabrics, cotton rugs, and bedding equipment. These orders, according to
statute, used as maximums the prices prevailing within five days prior to issuance .
They arc effective for only 60 days and may be replaced by regular schedules.

TREASURY f "iNANC1NG AND BANK CREDIT : In March income tax receipts
by the Treasury for the first time reflected the higher schedule of rates. The effect
of these receipts on the mo:Ley market was largely offset by redemption of Treasury
Gills previously issued to mature during the tax collection period, by tax-anticipation
notes turned in on payment of taxes, and by continued heavy 'Treasury expenditures .
As a consequence a record volume of Treasury operations was effected with little
influence nn conditions in the market . Excess reserves vF member banks showed no
large change and nn Marc1, 18 amounted to about $3 .2 billion .

United States (`,gvernment obligations held by member banks in leading cities
showed little change during the first three weeks of March following a sharp rise in
February . Commercial loans increased further.

UNITED STATES GOVERNMENT SECURITY PRICES " Prices of United States
f:overnment bonds advanced steadily From the middle of February to the middle of
March. Long-term taxable bonds yielded 2.35 per cent compared with an average
of 2.39 per cent in February, Prices of short-term securities have held steady since
the First of the year, with 'Treasury bills selling at around .2U per cent .


