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TOTAL TIME AND SAVINGS DEPOSITS DECLINE AS
HEAVY OUTFLOW OF COS CONTINUE
Total time and savings deposits at Ninth district
member banks continued to decline during February. After
adjustment for seasonal movements, the outflow during
February was at an annual rate of 8 percent about the
same as that recorded during January.
—

A large part of the decline in total time deposits
during February, as in January, was attributable to the
continued heavy outflow of negotiable certificates of
deposit (large CDs), Weekly reporting banks sustained
a $28 million runoff in large CDs during the month. Although this was a far smaller loss than the $89 million
drop recorded in January, it still represents a striking
divergence from the $25 million average increase recorded in February of the two preceding years. The pronounced reduction in the net outflow of large CDs during
February was due mainly to a sharp contraction in the
volume of large CDs maturing during the month. The
ratio of CD outflow to the volume of CDs maturing was
approximately 50 percent during February
about the
same as in the preceding month.
—

Consumer-type time deposits (all time deposits
other than large CDs) also advanced at a less than seasonal pace during February. The increase recorded during February was 25 percent below that of the average
advance in the preceding two years. On the other hand,
savings deposits, which account for one-fourth of total
time and savings deposits, have experienced no slowing
thus far in 1969.
Total credit growth (loans and investments) at
district member banks has slowed perceptibly since the
start of 1969. Virtually all of the slowing has occurred
at large city banks whereas the rate of credit growth at
country banks has remained rather steady since November.
After increasing at a 13 percent seasonally adjusted annual rate in the final two months of 1968, total
district bank credit growth slowed to a 3 percent annual
rate in the January-February two-month period. Virtually
all of the slowing was concentrated in the investments
sector, principally U.S. Government securities. The pace
of loan expansion, at 12 percent, in January-February
was virtually unchanged from that recorded in the November- December period.

The resistance of the loan sector to the adjustment process induced by the slowing of deposit inflow
durir.g this period was most pronounced at district city
banks. The growth rate of total loans and investments
dropped from 23 percent, annual rate, to minus 8 percent
during the first two months of 1969. Yet, the loan cornponent maintained a virtually unchanged 18 percent pace
during each period.

rose 13 percent. Because of a reduced volume of highway
construction, nonbuilding contracts fell 66 percent.
Interest rates on conventional mortgages tended
to stabilize in the Twin Cities during February. According to the Federal Home Loan Bank Board, a decline in
initial fees and charges caused the average effective
mortgage rate to settle 1 basis point to 7.49 percent.
Nationally, the upward trend in rates continued through

UPTREND CONTINUES IN CONSTRUCTION INDUSTRY

February, for the average mortgage rate rose to 7.39 percent, 9 basis points above the January rate. This wasthe

The current uptrend in construction employment,
which began in September of last year, continued through
February. At 108,800, employment was 3.3 percent (seasonally adjusted) above the preceding month’s level and
6.5 percent greater than last year. Part of the increase
in employment during February occurred as a result of
continued strength in the housing industry, and some of
the gain was attributed to the start of flood control work
throughout the district. An indicator of the relative
strength of housing activity in the current construction
upturn is the number of housing units authorized by
building permits in the district. Although the number of
units authorized (on a seasonally adjusted basis) exhibited a slight downward trend during the three months
ending in February, the level of new units authorized is
still relatively high. During these three months an average 3,491 housing units were authorized each month,
This was almost 17 percent greater than the preceding
three month average and was 19 percent above the comparable year-earlier period,

largest month-to-month increase since last July.

Information relating to contracts awarded in the
district suggests that building construction will continue
to be relatively stronger than nonbuilding construction.
Seasonally adjusted, contracts awarded for residential
construction during the three months ending in January
were about 15 percent greater than during the three preceding months, and nonresidential building contracts

salary
employment recorded in the district over that
time period.

SOME MODERATION SEEN IN BUSINESS ACTIVITY
Overall business activity in the Ninth district
continued at a high level although there is some mdication of moderation during the first part of 1969. Preliminary estimates indicate that district wage and salary
employment increased in February for the eighth successive month, and for the three month period ending in
February an 8 percent increase (annual rate) was recorded over the preceding three months. Recent employment
gains in the district have been concentrated in the construction, services and trade sectors
offsetting a
slowdown in employment growth in manufacturing and
government. Employment in the government sector has
not increased appreciably since last fall. And employment in manufacturing increased at an annual rate of just
2 percent during the three month period ending in Febraury over the preceding three months. This increase
was substantially below the advance in total wage and
—

—

—

Data on the industrial use of electric power also
tends to confirm the recent moderation of employment
growth in manufacturing. Industrial consumption of
electric power in January was nearly 5 percent (annual
rate) below December’s level. And the average consump-

tion during the three month period ending in January increased at a 4 percent annual rate over the previous
three month period
just one-half of the trend rate of
growth over the last twelve months.
—

One of the costs incurred by the district for the
high level of economic activity that it is currently enjoying is a rather rapid increase in the price level, but here
also some moderation has been experienced recently. Data
for the Minneapolis-St. Paul metropolitan area show that
consumer prices have increased by 3. 0 percent from
January 1968 to January 1969. However, this rate of increase is lower than the 4.6 percent increase experienced
nationally during the same period, and it is less than the
rate of increase experienced between 1967 and the first
part of 1968. The slower rate of increase in the Twin
Cities area can be attributed almost entirely to a slower
rate of growth in the cost of home-ownership.

REDUCTION IN SOYBEAN ACREAGE EXPECTED
A recent Department of Agriculture release on
projected crop plantings for 1969 suggests that the district acreage of soybeans will be smaller for the second
consecutive year.
The decreased acreage, together with indications
that sales of soybeans have been a declining percent of
total cash receipts from all crops in Minnesota, North
Dakota and South Dakota for the past two years suggests
that the district is making, at least, a temporary shift
away from soybeans as a source of farm income. The declining proportion of soybean receipts as well as some
of the reduction in acreage has been caused by generally
low price levels for soybeans. The lower price levels
may be accounted for by the increasing production of
soybeans at the national level.
The recently-announced reduction in the loan-rate
support price which will apply to the 1969 soybean crop

shows that national policy objectives have taken a stand
against further expansion in the production of soybeans.
This reduction was from the present rate of $2.50 per
bushel on #2 grade soybeans to $2.25 per bushel on #1
grade soybeans. (The reduced support price will become
effective with the 1969 harvest.) Considering past experience with the difference in value between #1 and #2
soybeans, the rate reduction amounts to approximately
27~to 30~per bushel on a #2 basis.
In spite of the reduced support level, the information on total national planting intentions indicates
another
record
acreage
for the 1969 soybean crop —the
ninth
record
in nine
years.
The uncertain outcome is how low prices will go
during the coming crop year. The change in the support
level allows more downward adjustment before support is
encountered but certainly does not specify the lowest
possible price. As shown on the accompanying graph, a
government price support level does not provide a “firm
floor” under soybean prices perhaps, their effect could
be better described as giving “temporary bouyancy.”
—

What the future holds for soybeans is quite difficult to project. Records show that soybean prices can
swing widely from one year to the next. About all that
can be said is that currently prices are in a downswing
and it appears that the Ninth district, at least, is reacting by producing less of this crop. No emergence from
the downswing is yet seen as the nation as a whole continues to increase production.
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