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RAPID LOAN EXPANSION CONTINUES AT NINTH
DISTRICT MEMBER BANKS
Outstanding loans at Ninth district member banks
continued to expand rapidly during November following an
unusually sharp rise in October. Loans at district banks
taken as a whole surged ahead at an annual rate of 27
percent (seasonally adjusted) during November about
the same pace as that recorded in October and substantially faster than the 17 percent rise posted by all cornmercial banks in the nation. The rapid pace of recent
loan growth at the district level has resulted in large part
from loan activity at city banks, a group of 20 large banks
that submit a detailed report of assets and liabilities
each week and which account for about 40 percent of
member bank assets. At these banks an extremely vigorous surge of business loans augmented by above seasonal
advances in loans to nonbank financial institutions, real
estate loans, and consumer loans, led to a near 45 percent increase (annual rate) in total loans during November virtually the sanie pace as that maintained during the preceding month. District country banks reported
a 15 percent (annual rate) rise in loans during November
an advance which pales when compared to the upsurge
at city banks but, nevertheless, one which is relatively
-
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-

strong when compared to the rate of district loan growth
over the course of the first nine months of 1968
The relatively rapid pace of loan growth at district member banks during November was accompanied by
a continued surge in time deposit inflow. Total time deposits at both city and country banks increased at an
annual rate of 18 percent only slightly below the October pace- The bulk of the increase in time deposits at
country banks during November appears to have been in
the form of consumer-type time deposits such as savings
certificates. At city banks, on the other hand, most of the
November increase was in the form of negotiable certificates of deposit issued in denominations of $100,000 or
more. These large deposits, held mainly by large corporations, are generally considered to be rather sensitive to
the movements in yields of alternative short term invest-

ments such as U.S. Treasury bills. Given the current
structure of interest rates which finds most rates on short
terni investments pressing against or exceeding the ceiling rates which banks are allowed to pay for negotiable
CD’s, banks in the district as in the nation may have
considerable difficulty in attracting new negotiable CD’s
and also in replacing the large amount of negotiable CD’s
-

-

maturing in December and January

INTEREST RATES ON MORTGAGES FALL BELOW
NATIONAL AVERAGE
Interest rates on conventional home mortgages in
the Minneapolis-St. Paul metropolitan area edged downward in November and fell to an average effective rate of
705 percent. This was the second consecutive monthly
decrease in mortgage rates from the record-breaking 7 47
rate reached in September and was the first time since
March, 1967 that mortgage rates in the Twin Cities fell
below the national average. Nationwide, mortgage rates
exhibited a more moderate decline during November and
eased 3 basis points from the record high of 724 percent
reached in September According to the Federal Home Loan
Bank Board the general decline in mortgage interest rates
during the past two months was a reflection, with some
lag, of earlier larger declines in rates of competing marketable securities~ This decline in mortgage interest
rates is not expected to continue, for the downward trend
in interest rates in competing long term securities has
subsequently been reversed and the rate of savings inflow to thrift institutions has abated-

ceding months. Seasonally adjusted for the usual winter
slowdown in home building, the number of housing units
authorized was, however, only about 4 percent below the
number authorized in October. The nonresidential construction sector appears to be strengthening. After drifting downward throughout the summer the value of construction contracts awarded for nonresidential projects
rose during October and November. Contributing to the
increase in November, bids totaling $44 million were awarded for four shopping centers in North Dakota.

NINTH DISTRICT WAGE AND SALARY EMPLOYMENT
IN CREASES MODERATELY

After allowing for seasonal factors, conditions in
the Ninth Federal Reserve District construction industry
improved during November Con struction employment
(seasonally adjusted) rose for the fourth consecutive
month reaching 98,200 by mid-November, primarily as a
result of increased housing activity
The construction industry is expected to remain
relatively stable during the next few months, although
further seasonal cutbacks will continue as weather conditions become more adverse The number of housing
units authorized by building permits in the Ninth district
fell from 3,827 in October to 3,046 during November reversing the strong uptrend exhibited during the two pre-

The economy of the Ninth Federal Reserve District, after showing some signs of slowing down, advanced modestly in November 1968~ For instance, the district’s wage and salary employment (seasonally adjusted)
increased for the fourth consecutive month, but at a very
modest nine-tenths of one percent annually over the
October level. The district economy did not advance at
the same rate as did the nation where an annual 2.8
percent increase in total wage and salary employment was
registered from October to November. The construction,
trade and service sectors accounted for most of the district’s advance in employment, whereas, the manufacturing and government sectors which were largely responsible for the third quarter growth in employment fell
slightly below their October levels~
-

-

In November, based on unadjusted data, federal
government employment in the Ninth district was 3.4
percent below the 1967 level. The restriction on employment imposed by the Revenue and Expenditure Control
Act of 1968 may be one possible explanation for the
district’s decrease in government employment~ The act
placed a ceiling on federal civilian employment which
limited agencies tofilling only three of four jobvacancies
until the employment level of June 30, 1966 has been
attained This would be a reduction of 250,000 jobs

nationally, and 6,500 jobs or about 10 percent of the
federal employment in the Ninth district,

however, although combine sales held up as district
farmers demanded better equipment to harvest their large

In contrast to the national unemployment rate
which dropped from 3.6 percent in October to 3.3 percent
in November, the rate of unemployment in the district
increased from 3.5 to 3.6 percent from October to November. In spite of the month-to-month increase in Ninth district unemployment, the November rate wasdown from the
3.8 percent level of unemployment which characterized
the third quarter of 1968.

and wet crops, tractor sales were again below the yearearlier level forcing the conclusion that the overall sales
downtrend still existed.
General reports on the remainder of the fourth
quarter of 1968 indicate that sales were low throughout
the quarter and that the general upturn looked for earlier
in the year did not develop. Inventories of newly- assembled equipment which had been large were workeddown somewhat by cut-backs in manufacturing.
One possible exception to this general district
condition is the sales of livestock feeding and handling
equipment. A small increase in sales for the fourth quarter and a considerable increase in upward industry expectations for early 1969 may be noted here Explanation
for this possible deviation from the overall picture might
be found in the increased livestock feeding activity that
is presently taking place in the Ninth district.2
Even if the downtrend has presently abated, the
industry as a whole does not expect a significant increase
in sales in 1969 and is likely to remain a smaller-thanusual consumer of steel for the coming year. For the
Minneapolis-St. Paul area, the industry is likely to generate somewhat less income through hire of labor in the
coming year, and, in the district’s rural areas, dealer
incomes and farmers’ new acquisition of credit may continue to react to a depressed demand for equipment.

DOWNWARD TREND CONTINUES IN NINTH DISTRICT
FARM MACHINERY SALES
Despite some qualifying characteristics that Sappeared in the first three quarters of 1968, indications
still persist that district sales of farm machinery are
continuing their rather deep and prolonged depression’
Although sales of all farm tractors in the Ninth
district followed a pattern significantly below the yearearlier levels for most of the first three quarters of 1968,
sales figures were larger than those of 1967 for the larger
more costly machines.
The same type of pattern has emerged for combines the other common big-ticket item in district farm
machinery. Here, although the total number of units sold,
year-to-date, was down 2.6 percent by August 1968 compared to August 1967, the national figures at that time
indicated nearly a 50 percent increase in the sales of the
largest models those costing $11,000 or more.
-

-

An additional hint of a brighter sales picture appeared in Septemberwhen both the total number of tractors
and the total number of combines sold in the district rose
above year-earlier levels for the corresponding month for
the first time since the downtrend began. In October,

1

See “Farm Spending and Income Decline

Throughout the District,” NI NTH DISTRICT CON Dl-ET1 w
TIONS, Volume 2, Issue 6 (Issued 6/17/68)
2

See “Cattle and Hog Prices Show Strength in

Spite of Large Supplies,” NINTH DISTRICT CONDI-ET1 w
TIONS, Volume 2, Issue 12 (Issued 12/19/68)
_____
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FOOTNOTES
1. Includes Minnesota, Montana, North Dakota, South Dakota,
the upper peninsula of Michigan, and northwestern Wisconsin

10. Country Banks
city banks

2. Four state total: Minnesota, Montana, North Dakota, and
South Dakota

11. Average of daily figures of the four or five weeks ending on
Wednesday which contain at least four days falling within the
month

—

All member banks excluding the selected major

3. Excludes Wisconsin portion of the Ninth district
12. Ninth District
4. All commercial banks, estimated by a sample of banks
U.S.
5. Minneapolis only; data is published quarterly for the first 15
days of the quarter

—

— A fixed sample of permit issuing centers.
Does not represent district total.
A sample of centers blown up to represent total
permits issued

13. General merchandise, apparel, and furniture and appliance groups
6. Minnesota only
14. Ninth District

Figures are for six standard metropolitan statistical
areas included in U.S. data.
U.S. —226 centers excluding the seven leading centers

7. Figures are for last Wednesday of the month
8. City Banks

—

—

Selected banks in major cities
15. Per cent change compares only months specified.
compare latest month available.

9. Net loans and discounts less loans to domestic commercial
ban kc

Does not always
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