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HIflTII ~STRICTFMIM iNCOME SITUATIC~WEAKENS
AS CASH FARM RECEIPTS C~NTINUETO DECLl~E
Estimated cash receipts from the marketings of
Ninth district farm products totaled $1,655 million during
the first half of 1968, a 2.2 percent decrease over 1967’s
mid-year totals. The six-month pattern ~ong district
states was generally that of slightly improved livestock
receipts and lower crop receipts. On the national scene

a 1.5 percent increase in total cash farm receipts was
recorded during the first half of 1968 compared to 1967.
Slight increases in both crop wid livestock receipts account for the overall increment in total cash farm receipts
in the United States.
District cash receipts for crop marketings totaled
$480 million for the first half of 1968, a 10 percent decrease from the corresponding period one year earlier,
Grain prices, which have been spiraling downward with
consistent regularity since the first of the year, coupled
with a reluctance on the part of district farmers to market

their
crops at the prevailing prices are the primary reasons
for the decrease in crop receipts. Cash receipts from livestock period,
marketings
$1,176
forcorresponding
the JanuaryJune
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gain million
over the
period one year earlier. This gain, however, is due to in-

creased livestock marketings during the first quarter of
the year. Second quarter receipts were much less favor-

able,
with declines of 2.8 and 2.2 percent being registered
in May and June, respectively, compared to one year
earlier.
The six-month pattern of cash farm receipts varied
somewhat among the district’s states. In South Dakota,
cash receipts from livestock and crop marketings differed
substantially from the district norm with a five percent
year-to-year increase in receipts. The overall increase
was the result of three and twelve percent gains in livestock and crop receipts, respectively. The other district
states all experienced declines in cash flows but with
varying degrees of severity. North Dakota has been the

most adversely affected with an overall 10 percent drop
in cash receipts compared to the first half of 1967. This
deficit was due entirely to a 19 percent decrease in crop
receipts. During the month of June alone, crop receipts
in North Dakota plummeted 54 percent below that of June
1967. In Montana a 15 percent decrease in crop receipts
and virtually no change in livestock receipts resulted in
an overall eight percent decline in January-June cash
farm receipts. Minnesota was not as adversely affected
by declining cash flows as were North Dakota and Montana.
In all, total receipts in that state declined by two percent
during the first half of 1968, with a nine percent drop in
crop receipts and a one percent increase in livestock
marketings.
LOANS AND TIME DEPOSITS FUSE SHAFWLY DUflING
JULY
District member bank credit (loans plus investments) increased rapidly in July after having advanced at
a relatively moderate pace in June. The July expansion
was attributable principally to a vigorous advance in
loans, but gains were also scored in holdings of U.S.
government and other (municipal and agency) securities,
Time and savings deposits also increased at an unusually rapid pace during the month, following a vigorous advance in June. The upsurge in July reflected both a heavy
inflow of large negotiable certificates of deposits coinciding with the easing of money market interest rates
during the latter part of the month and the continuation of
a strong inflow of the smaller consumer-oriented time
deposits
The increase in total loans during July was evenly
distributed between city and country banks. The increase

at country banks continued the strong pace of loan expansion observed in recent months, but for city banks this
advance represented a sharp reversal from the sluggish
pace maintained throughout the first half of 1968. Business loans, which have been unusually weak in recent
months, and loans to nonbank financial institutions were
important factors in the upsurge of total loans at city
banks. This possibly reflected the demand for funds to
meet corporate income tax payments falling due in July-obligations which emerged from the recently enacted 10
percent federal income surtax.
The inflow of time and savings deposits was unusually heavy at both city and country banks during July.
Virtually all of the increase at country banks was in time
deposits; very likely in the form of savings certificates
and other consumer-oriented time deposits. At city banks,
on the other hand, consumer-type time deposits continued
the lackluster trend evidenced in recent months, but large
negotiable certificates of deposits ($100,000 and larger)
rose sharply during the month. Most of the increase occurred in the last half of the month when money market
interest rates eased perceptibly following the passage of
the tax bill.
Despite the upsurge in loans, district bank liquidity positions were not overly burdened during July due in
part to the substantial increase in time deposits. At
country banks, the loan-deposit ratio (a commonly used
yardstick for bank liquidity) stood at 59 percent at the
end of July little changed from that of a year ago. City
banks which normally loan out a higher percentage of
deposits recorded a 64 percent loan-deposit ratio in July.slightly higher than that of July 1967.
—

The district unemployment rate has maintained the
relatively high level reached in June. Seasonally adjusted
July data indicate a rate of 3.8 percent unemployed
slightly below the 3.9 percent registered in June, yet
above the levels achieved throughout earlier months of the
year. The national rate of unemployment was 3.7 percent
in July and thus for two consecutive months the district
rate was above the national rate. Previous to June, the
district unemployment rate had been consistently at or
below the national rate for an extended period of time.
--

Preliminary data for July indicatethat the economy
of the Ninth Federal Reserve District is operating at an
advanced level, but is growing at a rate which is somewhat below the pace established in the fourth quarter of
last year and the first quarter of this year. Evidence of
this slowdown is given by(1) the latest survey ofindustrial firms in the district, (2) a recent upward movement in
unemployment rates, and (3) a slowdown in the rate of
new housing starts.
The latest survey of the sales expectations of
di.strict industrial firms (see back page) indicates that the
industrial sector of the district economy has been growing
at a vigorous pace and is expected to make further gains
during the last half of the year. The outlook for the second
half, however, is below the expectations which were reported in the survey one quarter earlier. The fact that
sales in the second quarter turned out to be about 2.5
percentage points below expected sales may have caused
some of the firms to revise downward their entire forecast for the remainder of the year.

Housing starts in the district,’as measured by the
number of building permits issued for new housing units,
advanced during July by 14 percent above the July 1967
level. Although this represents a substantial rate of
growth during the month, it is below the rates recorded
earlier in the year as evidenced by the fact that there was
a 44 percent increase in starts during the first seven
months of the year over the corresponding period of 1967.
Interest rates on mortgages have shown some signs of
easing recently and this may be the stimulus that is needed to permit the housing industry to continue its recovery
from the depressed levels of 1966 and early 1967.
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“Higher Education in the Ninth District

—

Enrollment, Capital Expenditures,” a study

Institutions,

published by

the Federal Reserve Bank of Minneapolis which examines
capital expenditures of Ninth district colleges and univ-

ersities may be obtained from Director of Public Information, Federal Reserve Bank of Minneapolis, Minnesota

55440.
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Economic growth in the industrial sector of the
Ninth Federal Reserve District continued at a vigorous
pace during the second quarter of 1968. On the basis of
responses from local firms to the latest Quarterly Industrial Expectations Survey (taken around the first of August),
it is estimated that industrial sales of district firms increased by about 10 percent above the level of the second
quarter of 1967.
Since the mining data in this survey are distorted
to a certain extent by recent strikes and stockpiling, a
truer picture of district growth can be obtained by looking
at the manufacturing data alone (see chart below). District manufacturing firms experienced a year-to-year sales
increase in the second quarter of about 9.5 percent which
is almost identical to the estimated increase of all manufacturing firms throughout the nation. Thus, the district
appears to have at least maintained its share of industrial
output during a period of extremely rapid national expansion.

The important question now is whether or not the
district manufacturing sector will be able to maintain its
rapid rate of growth in the face of a less bouyant national
economy that is expected in the second half of the year
because of such things as the tax increase and a stabflizing of Federal expenditures. At this point in time, the
respondents to the survey are expecting rather substantial
growth during the second half with year-to-year sales increases on the order of nine percent. This expectation
carries on into the first quarter of 1969, yet is below the
rates experienced in the previous three quarters.
The survey also yielded another indication that a
second half slowdown was materializing, and that was the
fact that there were some rather significant downward revisions of second half sales expectations from the previous survey. The nonelectrical machinery industry is, to a
large degree, responsible for the overall downward revision, but several other major industries also revised
their expectations downward from the second quarter
survey.

