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NINTH DISTRICT CONDITIONS
federal reserve bank of minneapolis
LOAN S DECREASE AT CITY BANKS,
IN CREASE AT COUNTRY BANKS
Total loans at Ninth district member banks dedined slightly during July following the unusual increase in June. The July decrease in loans partly réflected the repayment of loans made in June to meet increased quarterly income tax obligations, In spite of the
strong advance in June followed by the downtrend in
July, total loans expanded at a 9 percent seasonally adjusted annual rate during this two-month period, about in
line with the growth rate maintained during the first half
of 1969.
The loan expansion at district banks as a whole
conceals sharply divergent trends between city and country banks. Reserve city banks which have been under
intense liquidity pressures throughout 1969 due in large
part to substantial losses of large certificates of deposit, experienced a 13 percent (seasonally adjusted annual rate) drop in outstanding loans during the JuneJuly period. In the first five months of 1969, the level
of total loans had remained essentially unchanged as deposit losses were offset by increased borrowings and
sales of U, S. Government securities,

District country banks, on the other hand, continue to increase their total loans substantially. During
the June-July period total loans increased at an annual
rate of 20 percent (seasonally adjusted), somewhat faster than the 16 percent pace maintained throughout the
first half of 1969. A portion of the recent increase in
loans at country banks represented short-term loans to
large city banks and quite probably, participations in
loans or pools of loans originally made by city banks and
subsequently sold to country correspondent banks.
There is some indication that loan growth at country banks may weaken in the months ahead. Country banks
have been able to maintain a vigorous pace of loan expansion during 1969 due in part to the fact that total deposit inflow did not weaken much during the first half of
the year. In addition, country banks were in a relatively
liquid position at the beginning of 1969 and were thus
able to sell U. S. Government securities to supplement
deposit funds in meeting the increased demand for loans.
During July, however, total deposit inflow slowed perceptibly due in part to a substantial slowdown in time deposit inflow. Moreover, liquidity positions have begun to
deteriorate in recent months and it is not likely that investments will continue to decline at the current pace.

HOUSING CONSTRUCTION CONTINUES TO FALL
Ninth district construction activity continued to
recede during July. Following the downward trend estabIished earlier in the year, employment fell again in July
settling to 94,900 on a seasonally adjusted basis. This
level of employment was nearly 3 percent lower than in
June, but was still about 1 percent above the year-ago
level.
It appears that most of the weakness in the construction sector is centered in home building, for the
number of housing units authorized by building permits
has depicted a strong downward trend throughout the first
seven months of this year. In July, the number of authorized housing units fell to 2,725 on a seasonally adjusted basis, or about 5 percent below June’s level. During
the past six months, the number of housing units authorized each month averaged 16 percent below the preceding six-month average.
Information relating to new building construction
contracts awarded in the district show a slowing in residential construction that has exceeded the downturn in
nonresidential construction. During the first half of this
year residential contract awards were about 17 percent
lower than during the latter half of last year. Although
contract awards for nonresidential building also trended
downward through the first six months of this year, the
average level during this period was only about 5 percent below the average level during the last half of 1968.
“Heavy” (nonbuilding) construction contract awards, on
the other hand, have trended upward, but, because of the
sharp drop in contract awards around the first of the year
due to the temporary freeze on highway spending, the
six-month average of new awards for the period ending in
June was virtually the same as during the preceding six
months.

At the same time that home building activity has
slackened, interest rates on new homes have soared.
Mortgage interest rates in the Minneapolis-St. Paul metropolitan area rose to another new record level in July.
The average effective rate of 7.90 percent for new homes
was the same as the average rate for the entire nation
and was 17 basis points higher than the previous record
reached a month earlier. Last July, the average effective
mortgage rate in the Twin Cities was 7.37 percent.

TOTAL WAGE & SALARY EMPLOYMENT
DECREASES IN THE NINTH DISTRICT
Indicators of business activity in the Ninth Federal Reserve District reveal that the district’s economy
is still operating at a high level although its rate of growth appears to be slowing. Growth in district employment
has not been expanding, and in the three-month period ending in July, district wage and salary employment decreased at a 1.5 percent seasonally adjusted annual rate.
The decline in Ninth district employment was largely concentrated in the goods producing sectors, for manufacturing employment declined 1.6 percent at an annual rate and
mining and construction employment were down sharply in
the three-month period ending in July. During the same
period, employment in the district’s other sectors was essentially unchanged except for the service sector where a
1.9 percent increase was registered (annual rate). In contrast to the decline in district employment, national wage
and salary employment increased at a 3.5 percent annual
rate in the three-month period ending in July with all sectors except mining increasing.
Labor markets, however, appear to be slightly
tighter in the district than in the nation. The district’s Unemployment rate for the three-month period ending in July
was 3.4 percent compared to 3.5 percent nationally.

In addition to the decline in Ninth district manufacturing employment, there is further evidence of a slowdown in the manufacturing sector. District manufacturers
responding to the latest Ninth District Industrial Expectations Survey (see back page) indicated that their sales in
the second quarter of 1969 were 10.6 percent above yearearlier levels after increasing 13.3 percent in the first
quarter. In addition to the recent declines in manufacturing employment, the number of average weekly hours worked in manufacturing declined slightly in the second quarter. The only indication that manufacturing activity in the
district may not be slowing down is the industrial use of
electric power which increased at a 10.1 percent annual
rate in the second quarter.

Higher prices and better incomes in livestock
production may be the reason for a large part of the increase in tractor sales. Farmers usually take advantage
of a looser constraint on available cash to add to, or improve, their equipment. That this has been the case for
the livestock farmer may be substantiated by the fact
that in June slightly over one-half of the increase in all
U.S. tractor sales over year-earlier levels was accounted
for by sales in just two out of nine horsepower classes.
These were the 60 to 70 horsepower and 80 to 90 horsepower classes, and models of these sizes are probably
the most useful for general livestock farming operations.
Practically all of the remaining tractor sales increase in June, other than those in the 60 to 70 and 80
to 90 horsepower categories, was accounted for by the
largest class of farm tractors 100 horsepower and larger. Most of these machines are “crops-only” equipment
particularly suited to large acreages. The large increase
in the sales of these tractors seems to reasonably accompany the large increase in the sales of all tractors in
the Ninth district where Great Plains wheat production
accounts for a large share of the agricultural activity.
However, wheat prices have been very low for some time
and the outlook for the wheat farmer can hardly be rated
optimistic. In the case of the wheat farmer, it is more
likely that the growing need for larger equipment is arising from the consolidation of farms. Farmers, in an attempt to beat the shrinking margins caused by lower
prices are spreading their labor over more acres and using larger machines to do their work.
—

FARM TRACTOR SALES IMPROVE
Farm tractor sales in the Ninth district states
have recently risen above the year-earlier levels. An upswing has also been noticed in the national sales figures
but the increase relative to the Ninth district has not
been as large.
Sales of farm tractors may be used as a rough indicator for sales of all farm machinery and farm machinery sales are, in turn, taken as an indicator of farmers’
overall income situation and degree of optimism about
farming.
The recent change in sales experience, which began with the second quarter of this year is particularly
noteworthy since generally the farm machinery industry
has been quite depressed for the past 2-2½
years. There
have been momentary improvements before, but this improvement has developed more steadily and been more
persistent than any other bright spot in sales since the
farm machinery boom year of 1966.

NINTH DISTRICT income and finance

NOTES
e—Partially estimated; all data not available
n.a.—Not available
p—Preliminary; subject to revision
r—Revised
sa—Seasonally adjusted data
U.S. and District do not have comparabledata
saar—Seasonally adjusted annual rate

FOOTNOTES
1. Excluding Northwestern Wisconsin
2. All commercial banks, estimated by
a sample of banks
3. Excluding Northwestern Wisconsin
and Upper Michigan
4. Last Wednesday of the month figures
5. City Banks— Selected banks in major
cities
6. Net loans and discounts less loans

to domestic commercial city banks
7. Country Banks—All member banks
excluding the selected major city
banks
8. Average of daily figures of the four or
five weeks ending on Wednesday
which contain at least four daysfalling
within the month
9. Index: 1957-59 Base Period

UNITED STATES income and finance

SOURCES
PERSONAL INCOME: U.S. Department of Commerce, Office of Business Economics
SAVINGS AND LOAN ASSOCIATIONS: Federal Home Loan Bank Board
CASH RECEIPTS FROM FARM MARKETINGS: U.S. Department of Agriculture
FINANCIAL DATA OF MEMBER BANKS: Federal Reserve Bank of Minneapolis and Board of Governors of F. R. System
CONSUMER PRICE INDEX: U.S. Department of Labor, Bureau of Labor Statistics
PRICES RECEIVED BY FARMERS: U.S. Department of Agriculture and Minnesota Farm Price Report

NINTH DISTRICT production and employment

NOTES

FOOTNOTES

e—Partially estimated; all data not available

1. index: 1957-59 Base Period

n.a.—Data not available

2. A sample of permit issuing centers

p—Preliminary; subject to revision

3. Excluding Northwestern Wisconsin

r—Revised

4. Six standard metropolitan statistical areas

sa—Seasonallyadjusted data

5. A sample of centers blown up to represent

U.S. and District do not have comparable data
saar—Seasonally adjusted annual rate

total permits issued
6. 226 centers excluding the seven leading centers

UNITED STATES production and employment

SOURCES
INDUSTRIAL PRODUCTION: Board of Governors of F.R. System
INDUSTRIAL USE OF ELECTRIC POWER: Federal Reserve Bank
of Minneapolis
PRODUCTION WORKER MANHOURS: Federal Reserve Bank of
Minneapolis
CONSTRUCTION CONTRACTS AWARDED: Board of Governors of
of F. R. System, F. W. Dodge Corporation data
NEW HOUSING UNITS AUTHORIZED: Federal Reserve Bank of
Minneapolis and U.S. Department of
Commerce, Bureau of Census
BANK DEBITS: Board of Governors of F. R. System

EMPLOYMENT, UNEMPLOYMENT, HOURS
AND WAGES:
Employment Security Departments; Mmnesota, North Dakota, South Dakota, Montana, Michigan, and U.S. Department of
Labor, Bureau of Labor Statistics
RETAIL SALES: U.S. Department of Commerce, Bureau of Census
NEW PASSENGER CAR REGISTRATIONS:
Automotive News Magazine

NINTH DISTRICT INDUSTRIAL EXPECTATIONS SURVEY
RESULTS SHOW STRONG
ADVANCE IN MINING SALES
Second quarter industrial sales in tne Ninth Federal Reserve District were 13.3 percent above their 1968
level according to the results of the latest Industrial Expectations Survey taken the first of August. This increase is 1.5 percent greater than the advance experienced in the first quarter of this year. An examination
of the survey’s mining and manufacturing components reveals that mining sales were responsible for the district’s second quarter expansion in industrial sales. The
percentage increase in manufacturing sales measured on
a year-to-year basis declined from the first to the second quarter.
Mining sales in the Ninth district advanced strongly in the second quarter increasing 26.6 percent above
the 1968 level. District mining respondents, however, do
not expect this rate of increase in sales to continue into
the third and fourth quarters of 1969. Mining sales are
expected to increase by 9.1 percent in the third quarter
and 13.3 percent in the fourth quarter.
Second quarter manufacturing sales in the Ninth
district were 10.6 percent above the year-ago level, a dedine from the 13.3 percent increase in the first quarter.
The second quarter increase represents a downward revision in sales expectations from last May when second
quarter sales were expected to increase 13.7 percent over last year’s level. A slowdown in district manufacturing activity has also been detected in manufacturing employment data. Employment in the district’s manufacturing sector failed to increase in the second quarter and
the average weekly hours worked in manufacturing declined slightly.
The second quarter year-to-year increase in durable goods sales was 15.3 percent, down 4.1 percent from
the first quarter advance. This decrease in the rate of
sales growth can be traced to the nonelectrical and electrical machinery industries. After increasing 39.6 percent in the first quarter, second quarter nonelectrical
machinery sales increased 15.2 percent over the corresponding period of a year ago. The rate of increase in electrical machinery sales dropped from 39.2 percent in
the first quarter to 29.5 percent in the second quarter.
This slowdown was anticipated by the electrical machin-

ery manufacturers last May when they estimated that second quarter sales would increase 30.9 percent over last
year’s level. Nonelectrical machinery manufacturers on
the other hand failed to realize the 27.5 percent second
quarter sales increase that had been anticipated last May.
The rate of growth in nondurable goods sales also declined between the first and second quarters. The
second quarter increase over the previous year’s sales
was 5.3 percent compared to the 6.8 percent increase registered in the first quarter of 1969. District manufacturers in these industries were not anticipating this dedine, as they estimated last May that nondurable goods
sales would increase 7.4 percent in the second quarter.
Sales in the district’s largest manufacturing industry,
food and kindred products, increased only 1.1 percent
above the 1968 second quarter level.
The results of the current survey show continued
strength in the sales of Ninth district manufacturers. In
the third quarter, sales are expected to be 12.4 percent
above year-earlier levels. Although this is above the
second quarter sales increase, it represents a downwardrevision in sales expectations from last May when third
quarter sales were projected to increase 16.2 percent.
.

Although the district’s rate of growth in manufacturing sales slowed in the second quarter, it was above th’~7.9 percent national sales increase anticipated
for the second quarter. It is interesting to note that manufacturing sales in 1969 either have or are anticipated to
grow, on a year-to-year basis, at a faster rate in the district than in the nation.

