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LEADING INDICATORS SHOW CONTINUED ADVANCE
IN NINTH DISTRICT BUSINESS ACTIVITY
Business activity in the Ninth Federal Reserve
District (as measured by employment) expanded at a
brisk pace during the first quarter of 1969. Total wage
and salary employment in the district increased at an
8.7 percent annual rate over the fourth quarter level,
This large quarterly increase occurred even though there
was a monthly decrease in March
the first in nine
months. The strong advance of this indicator during the
first quarter can be attributed to an exceptionally large
increase in construction employment and to substantial
gains in the trade and service sectors. Year-to-year cornparisons show that employment increases were recorded
in all Ninth district states. In Minnesota, wage and salary employment was up 4.1 percent, followed by Montana
(3.6), Upper Michigan (3.4), South Dakota (2.6), and
North Dakota (2.0).
-

In the district’s labor markets the continued high
demand for workers has caused the level of unemployment to remain slightly below 3.1 percent since the first
of the year, a historically low level.

Manufacturing employment increased at a 4.5 percent annual rate during the first quarter. The greater
share of this advance came between February and March
when the rate of increase accelerated to a 9.5 percent
annual rate. Also, the industrial use of electric power
increased at a 15.9 percent annual rate between January
and February. The prospects for continued expansion in
these areas are very bright in the light of the most recent Ninth District Industrial Expectations Survey. District manufacturers responding to this survey expect
their sales performance in the second quarter to improve over their expected first quarter performance.
One source of impetus to district manufacturing
activity has been defense spending. The most recent
data available indicate that prime defense contracts
awarded to firms in the four complete district states during the fourth quarter of 1968 were 55 percent above
their average in the four preceding quarters. The entire
increase was concentrated in Minnesota where prime defense contract awards were up 77 percent. Contracts
were down by 8 and 42 percent in Montana and North Dakota, respectively. And in South Dakota contract cancel-

lations exceeded contract awards by $3.4 million. Because some time lag is assumed to exist between the
contract award and the actual expenditure, the district
probably did not start to feel the impact of this increase
in defense spending until the first quarter of this year.

CONSTRUCTION EMPLOYMENT DECLINES
ING SEASONAL PATTERN MAY BE REASON

-

CHANG-

Despite a small decline in seasonally adjusted
employment, the Ninth district construction industry
tended to remain relatively strong in March. Leading indicators suggest that construction activity will continue
to expand, but the strongest impetus will come from nonresidential building instead of the residential building
sector.

After rising continuously since last September,
construction employment in the district declined to
107,800 on a seasonally adjusted basis during March.
The 2 percent decline in employment, seasonally adjusted, was a result of a smaller seasonal expansion
this March than in previous years. The smaller increase
this year, however, appears to have resulted from a
changing seasonal pattern in construction and not from a
weakening in the construction sector. For example, the
smaller than normal decline in employment (not seasonally adjusted) last fall seems to have occurred not only
because of higher aggregate demand, but also because
work had been scheduled to permit a maximum number of
people to work indoors during the winter. As a result,
with the advent of warmer weather these same workers
were switched to outdoor activities and the normal seasonal increase did not occur.
The number of housing units authorized in the
district indicates that the housing sector expanded during
March. After adjusting for seasonal variations, housing
unit authorizations reversed the downward trend of the
preceding two months and permits were issued for 3,093
units during March. During the entire first quarter of

1969, the number of housing units authorized by building
permits in the district was about 6 percent below the
preceding quarter. Historically, however, the number of
authorizations is still high; during the first quarter,
permits were issued for nearly 8 percent more housing
units than during the first quarter of 1968.
Statistical indicators of future construction activity suggest that the district construction industry will
continue to expand and that nonresidential building will
rise faster than residential construction. Information relating to construction contract awards reveals that contracts for nonresidential buildings expanded by 16 percent while residential building contract awards rose 6
percent.
Mortgage funds continued to become more scarce
in the Twin Cities during March. The average interest
rate for a conventional home mortgage rose to 7.53 percent in accordance with a trend that has existed for the
past four months. Last March, the average effective
mortgage rate in the Minneapolis-St. Paul SMSA stood at
6.88 percent.

NINTH DISTRICT BANK CREDIT GROWTH SLOWS
BUSINESS LOANS DECLINE AT CITY BANKS

-

Ninth district bank credit (loans and investments)
growth slowed during March as banks continued to adjust
their portfolios of earning assets into line with the decidedly slower pace of deposit expansion experienced in
recent months.
Holdings of U. S. Treasury securities declined
sharply again in March bringing the net attrition during
the first quarter of 1969 to $165 million. This compares
to an average $30 million decline for the first quarters of
the preceding three years. The acquisition rate of municipal and Federal agency securities, which had dropped
sharply during the first two months of 1969 after the vig-

orous pace maintained over the second half of 1968,
eased further in March.

LIVESTOCK PLACED ON FEED ARE DOWN IN THE
NINTH DISTRICT

Loan growth at district banks eased perceptibly
during March from the rather buoyant 12 percent (annual
rate) pace maintained throughout January and February.
The entire March slowdown occurred at city banks principally in business loans. Real estate and consumer
loans at city banks expanded at a more than seasonal
pace during the month.

The total number of “cattle on feed” April 1st
was above the year-ago level by 7 percent for the 32
principal cattle-producing states. This is a continuation
of a general trend toward greater production of beef. Nine
of the past ten quarters have found the number of cattle
on feed to be above the year-earlier levels.

At country banks, on the other hand, loan expansion has continued at a vigorous pace. During March
loans increased by 13 percent (annual rate), essentially
the same pace as that recorded during the first two
months of 1969, and substantially faster than the 8 percent (annual rate) experienced during the fourth quarter.
The latest Agricultural Credit Conditions Survey (see
back page) suggests that the recent surge in loans at
country banks stemmed in part from a slower rate of debt
repayment and a strong demand for debt refinancing as a
result of weather damage and postponement of marketings.
Time and savings deposits at district banks increased by a nominal 2 percent (annual rate) during
March after declining fairly rapidly during the preceding
two months. This turnabout appears to have stemmed
primarily from a slowing in the outflow of large negotiable time certificates of deposit at city banks. The smaller outflow of large CDs in March relative to February reflected both a reduction in the estimated volume of large
CDs maturing during the month and a lower ratio of net
losses to volume of maturities. The growth of passbook
savings and consumer-oriented time deposits during
March continued at the same slow pace 30 percent below the,average expansion during corresponding periods
of the last three years as that maintained during the
first two months of 1969.
-

-

It is interesting to note, however, that the recent
number of “cattle placed on feed” is not a continuation
of the trend toward greater production. Placements are
slightly less than they were a year ago. The decline is
particularly noticeable in the Ninth district where only
302 thousand cattle and calves were placed on feed between January 1 and March 31 18 percent less than
during the corresponding period of 1968.
-

The implication of the decreased placement rate
is that earlier expectations of larger supplies and impending lower prices for fed cattle are now virtually
reversed. In other words, with additions to the number
of cattle on feed at a lower level, the final number of
cattle fed-out and marketed in the next 3 or 4 months
may not be as large as earlier anticipated and the price
of
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Continuing strong prices also seem reasonable
now in view of what we have recently learned about the
demand for beef. Prices held up well in spite of the fact
that there was a considerable increase in the total number of cattle marketed during the first quarter of this
year. Looking back, it seems apparent that for the past
two years there has been little relationship between the
total number of cattle marketed and the price. Demand
seems to be the important variable and consumers’ desire for beef is high and going higher. Better incomes are
likely the reason.

NINTH DISTRICT income and financial indicators

UNITED STATES income and financial indicators

NINTH DISTRICT production and employment indicators

UNITED STATES production and employment indicators

NOTE:

For explanation of footnotes, sources and other notes used in volume

3, No. 5(May 1969), see volume 3, No. l(January 1969).

Ninth District Agricultural Credit Conditions Survey
FARM INCOME AND SPENDING HAVE INCREASED
Current farm earnings and spending are reported
to be at higher levels than one year earlier according to
the 140 bankers who responded to the April 1 Ninth District Agricultural Credit Conditions Survey. Farmer debt
position appears to have weakened recently and any indication of improvement in the near-term was not visible,
The survey also indicated that general credif conditions
at agricultural-lending banks are tighter than they were
at the time of the previous survey taken on January 1,
Thirty-nine percent of the responding bankers
indicated that farm earnings were greater than last year,
17 percent reported earnings to be less and 44 percent
observed that the farm income situation was about the
same as one year earlier. These percentages were almost
exactly the same as those reported on the previous survey taken on January 1. Nearly one-third of the bankers
who responded to the April 1 survey (29 percent) expected higher earnings to prevail until midyear and only 11
percent expected lower earnings during the second quarter. The main reason for higher earnings, both current
and expected, according to the bankers, was the continuation of exceptionally high livestock prices which have
greatly increased the gross receipts of many of their
farm customers.

were also cited by some of the bankers who expect an
adverse change in the farmers’ ability to repay debt.
A greater percent of respondents indicated that
more of their customers were at debt limits than was the
case in the previous survey. This might also be related
to the adverse weather of last winter, but in addition
to the weather many of the bankers mentioned a need
to reduce the practical debt limits for their customers
heavily committed to the production of wheat. Country
prices for wheat were reported to be very low making
it hard to justify increasing the allocation of resources
to that crop. Overall, the demand for real estate loans
appeared to be weakening as farmers were reported as
becoming quite sensitive to the high rates asked for
this type of financing. Furthermore, it was reported that
farmers noting the low crop prices and the extensive
weather damage of the past fall and winter are becoming pessimistic about the potential return to owning land.
However, some increase in the demand for real estate
loans was noted by those bankers who are experiencing a
demand by city people eager to purchase small tracts,
and a few bankers encountered more requests for real estate loans where insurance companies have stopped
lending operations entirely in their areas.
-

-

-

The overall amount of farm spending compared to
year-ago levels was rated “greater”, as was the case
last quarter, by more respondents than rated it “less”
for both the current and expected situations. In both
situations, however, the percentage reporting it “less”
gained on the percentage reporting it “greater” in a
comparison of the present to the previous survey. It was
typical for those reporting “less spending” on the recent survey to mention at least one of the following
three reasons: 1) a backlog of farm work caused by severe weather, 2) expected wet spring field conditions
which would delay planting and decrease the amount of
fertilizer and other chemicals that could be applied, and
3) smaller crop planting intentions.

It appeared that a general tightening of credit
occurred in the surveyed banks during the recent quarter.
This was a marked reversal of the situation that the preceding survey revealed for the last quarter of 1968. Cornparing the recent results to the preceding ones, the percentage of bankers reporting higher-than-normal loan-todeposit ratios has increased and there is now a sharply
lower percentage of bankers reporting less-than-usual
dependence on correspondents. Although, in the latter
case, some of these responses may have gone to the
newly added “none” category. The percentage of banks
reducing or refusing a loan because of fund shortage increased noticeably as did the percentage of bankers expecting problems in meeting loan requests in the next
three months. The respondents did not make specific references to any causes of the tightening at least none

The severe winter weather seems to have had an
important effect on farm debt position as many bankers
attributed the currently slow rate of debt repayment and
the strong demand for debt refinancing to weather damage
and postponement of marketings. The greater current and
expected demands for new short-term loans were also
attributed to weather-caused difficulties. Here it was
often indicated that bankers were experiencing many
cases in which bank financing was sought to replace
what would have been self-financing had not certain
hardships been incurred. Effects of the winter weather

that could be generalized.
As mentioned above, a new possible response
was added in the recent survey to the questions concerning the number of loan referrals to correspondent banks,
and the number of loan referrals to nonbank credit agencies. This alternative response “none” accumulated a
significant percentage of the responses to each question
particularly the question on the number of referrals to
correspondents. (The alternative response “none” was
added to the following possible responses: greater than
usual, less than usual and about usual.)

-

-

