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RAPID RATE OF ECONOMIC GROWTH CONTINUES
THROUGHOUT THE NINTH DISTRICT
The latest available data for the Ninth Federal
Reserve District indicates that economic activity is at a
very high level, and that the district is participating
quite actively in the vigorous rate of growth currently
underway throughout the United States economy. For
example, total wage and salary employment in the district
continues to advance with the May estimate currently
indicated to be above year ago levels by 2.5 percent.
Employment in manufacturing leads the pace with an
overall 3.3 percent increase registered over May 1967.
District manufacturing firms are also expecting sales
increases on the order of 13 percent during the second
and third quarters of 1968 over the corresponding two

quarters of 1967. This rate of growth compares quite
favorably to the national trend as a ten percent increase
in sales is expected for manufacturing firms throughout
the nation for the same time period. The latest Commerce
Department survey indicates that U.S. manufacturing
firms Increased their sales less than eight percent during
the first quarter 1968 compared to one year earlier, while
district firms reported a sales increase for this period in
excess often percent.
Homebuilding in the district has also contributed
significantly to the overall level of economic activity.
Building permits issued for new housing units during the
first five months of the year are about 72 percent above
the corresponding period of 1967. The largest part of this
increase is attributable to the very rapid increase in
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apartment buildings in the district, particularly the Twin
Cities area, but permits issued for single family dwellings have increased on the order of 40 percent above the
first five months of 1967. The recent passage of the income surtax should assist in continued growth in the
homebuilding industry to the extent that upward pressure
on interest rates are eased.
One of the costs incurred by the district for the
rapid rate of economic growth that it is currently undergoing is an acceleration in the rate of price increases,
Data for the Minneapolis-St. Paul metropolitan area show
that consumer prices have increased by 5.4 percent from
April 1967 to April 1968. This is a somewhat more rapid
rate of price increase than has been experienced nationally during the same period. During most of the current
business expansion, price increases in the local area
have been accelerating at a slightly slower pace than at
the national level,
TOTAL CREDIT AT NINTH DISTRICT CITY BANKS
CONTINUES TO DECLINE BUSINESS LOANS DROP
SHARPLY
Total loans and investments at large city banks
in the Ninth district dropped sharply during May thereby
continuing the very weak performance observed in recent
months. Total credit, on a seasonally adjusted basis, has
declined steadily since February, and in the March-May
three-month period the annual rate of decline was just
short of five percent. Although the pace of credit growth
at commercial banks throughout the nation has slowed
perceptibly in recent months as a result of a tightening
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of monetary policy, the recent rate of deceleration at
district city banks appears to be considerably greater.
In contrast, total loans and investments at district country
banks in May, as in other recent months, advanced at a
normal pace.
The May decline in total credit (loans and investments) at large district city banks was the result primarily
of a sharp decline in loans, principally business loans,
which more than offset a substantial increase in holdings
of securities, primarily municipal securities. The movements in these components of total credit during May are
fairly representative of the trends which have been
observed throughout most of 1968. The relative shift
from loans to securities, in the light of reports that the
demand for loans has strengthened in recent months,
suggests that city banks at this point may be placing
priority on liquidity relative to earnings. Due primarily
to an unusually weak inflow of demand and time deposits
during the early part of 1968, the loan-deposit ratio for
city banks, a widely used Indicator of bank liquidity, rose
to 70 percent in March and April a record high level for
recent years. In addition, borrowings in the federal funds
market and at the Federal Reserve discount window rose
to unusually high levels during these two months. Added
to these strains on liquidity are the pressures stemming
from the potential call on bank resources represented by
unused commitments to make business loans and scheduled maturities of large negotiable certificates of deposit.
During May, city banks succeeded in noticeably reducing
loan-deposit ratios and repaying a substantial portion of
their short-term borrowing.
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TOTAL CASH FARM RECEIPTS DROP AS CROP SALES
DECREASE AND LIVESTOCK-PRODUCT RECEIPTS
REMAIN NEAR YEAR AGO LEVELS
According to recent U.S. Department of Agriculture
estimates Ninth district cash farm receipts from crop and
livestock marketings for the January-April period totaled
$1,158 mil., down three percent from the previous year’s
receipts. The overall decline is largely attributable to
lower grain prices and a reluctance on the part of district
farmers to market their crops at prevailing price levels,
Total cash farm receipts from crop sales from January 1
through April 30, at $364 mil. were off 11 percent compared to the corresponding period in 1967. For the month of
April alone, crop receipts were off 15 percent from the
previous year. Cash receipts for livestock and products
faired significantly better than crop receipts, but were
up just one percent during the January-April period as
compared to a year earlier.. Increased cattle marketings
and some strengthening of prices were largely responsible
for the slightly improved level of livestock-product sales,
particularly during the months of February, March and
April when cash receipts were up around seven to eight
percent over 1967. On the national scene, total cash farm
receipts faired comparatively better than Ninth district
receipts For the months January-April, total U.S. cash
farm receipts increased by two percent over last year.
Livestock receipts were up four percent while crop sales
registered aone percent decline.
Cash receipt flows varied somewhat among the
district states. South Dakota, with a seven percent in-

crease in sales was the only state registering an overall
increase in total cash farm receipts for the January-April
period compared to the corresponding period of one year
earlier. This increase was distributed proportionately
between livestock and crop receipts However, the single
month of April shows a 17 percent increase in livestock
receipts offsetting a six percent decline in crop receipts.
In spite of a certain amount of variation in the remaining
district states (Montana, Minnesota and North Dakota), a
pattern of declining crop receipts and comparatively
stable livestock receipts was apparent for the JanuaryApril period.. In Montana total cash farm receipts declined
seven percent for the January-April period, as a minimal
increase in livestock receipts could not offset a 14 percent decline in crop receipts. In Minnesota total cash farm
receipts were off four percent for the January-April period.
This decrease was largely attributable to a sharp decline
in crop receipts during the month of March when cash
receipts were off 28 percent compared to one year earlier.
On the North Dakota scene, a minimal .3 percent decline
in livestock receipts coupled with a 17 percent decrease
in crop receipts resulted in an overall lipercent decrease
in total cash farm receipts for the January-April period
compared to the previous year’s receipts. The sharp drop
in receipts for this period was most apparent during March
and April when receipts plummetted by 42 and 34 percent,
respectively.
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DISTRICT SURVEY RESULTS:
HIGHER INTEREST RATES, LESS DEMAND FOR LONGTERM LOANS
The pinch of restrictive monetary policy is being
felt to a greater extent in the district’s rural areas according to the bankers responding to the July 1 survey of farm
credit conditions. While none of the bankers reported any
severe problems, they indicated that a tightness was
developing in the amount of funds available for agricultural
credit. For example, the proportion of bankers reporting
that they had to reduce or refuse some current loan requests because of a shortage of funds increased from 5
percent in April to 17 percent in the current survey while
the proportion of bankers seeking new farm loan accounts
declined from 65 percent to 55 percent. Looking ahead,
ten percent of the bankers expect some difficulty in meeting farm loan requests during the next quarter, Further
evidence of monetary tightness can be seen in an upward
shift in loan-to-deposit ratios. One-half of the bankers
reported ratios of 60 percent or higher, while only 10
percent reported ratios of 50 percent or less, In April
one-fourth of the banks had ratios of 50 percent or less
and only one-third exceeded the 60 percent level. For
the most part, the number of loan referrals to other banks
and non-bank credit agencies were reported to be at normal
levels, although several of the bankers noted that less
credit funds were currently available from the Federal
agencies.
While the bankers appear to be able to service
their established customers, loans are being made at
higher prices. None of the bankers reported short-term
interest rates for farm loans of less than 6% percent and
ninety percent reported rates of 7 percent or higher. Farm
real estate loan rates were generally in the 6 to 7 percent
class, although one-fourth of the bankers reported mortgage rates of above 7 percent. The survey showed a
distinct upward trend for both long and short-term loans,
High interest rates were cited as the primary
reason for a reported cutback in the demand for long-term
NOTE: For additional sources, notes and footnotes used
Lu volume 2, No. 7, see volume 2, No. 5.

loans as farmers appeared to be reluctant to undertake
long-term commitments at present prices. Little change
is expected in this attitude during the next few months
according to the bankers with a majority anticipating a
normal or less than normal demand for real estate credit
Various forces have combined, however, to keep the demand for short-term credit at fairly high levels in spite
of the high interest charges. Among these, the most often
mentioned are: an uncertain income situation, the continued holding of a sizable part of last year’s crop in
storage, and increased production expenses. A minor let
up in the demand for short-term credit is anticipated for
the third quarter.
The survey provided little unanimity with respect
to the current and prospective farm income situation. For
the most part, the bankers reported current incomes at or
below year-ago levels, although the overall situation was
not as severe as indicated in the April survey.. Low commodity prices and little anticipation for a significant
improvement in price in the near term dominated the bankers’ expectations concerning farm incomes., A ray of optimism, however, has been found in this year’s excellent
crop prospects.. Current spending by farmers for all items
was rated at about the same as a year ago by more than
two-thirds of the bankers and 20 percent reported higher
levels of spending About the same pattern is expected
during the next three months. The farmer is still hesitant,
however, about making expenditures for large ticket items
such as new farm machinery.
The farm debt position seems to have changed to
some extent since the last survey The demand for loans
to refinance farm debt appears to have dropped off a bit
and the rate of debt repayment is reported to be above
normal. There was, however, an increase in the proportion of bankers reporting that more of their farm customers
were at their debt Jimit as compared to the April survey
and a fairly large proportion of the bankers expect some
difficulty in debt repayment in the months to come. By
and large, the current survey indicated some strengthening in the farm sector especially when compared to the
rather pessimistic tone of the last few quarterly surveys.
The Annual Statistical Review contains
various agriculture, business, employment, finance, and income statistics and displays state
breakdowns for Minnesota, Montana, North Dakota
and South Dakota. This publication, covering the
select years 1950 through 1967, is available upon
request to Statistical Review, Research Department, Federal Reserve Bank of Minneapolis,
Minneapolis, Minnesota 55440

