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DISTRICT ECONOMY REMAINS SLUGGISH
BANK LOANS DIP IN OCTOBER-NOVEMBER
The district’s general economic scene changed
little in late fall. Business activity continued at a
reduced level, while bank loans edged off in OctoberNovember. Homebuilding continued to spur construction activity, and low farm machinery sales mirrored
the poor agricultural income situation,

at rural banks in recent months may be partially due
to loans made to farmers for refinancing current
indebtedness as a result of the current weakness in
cash farm receipts.
Bank investment portfolios expanded sharply
in October, continuing the vigorous pace of recent
months.
A large shareinofthe
theTreasury’s
October advance
reflected
heavy participation
new issue
of tax

Seasonally adjusted loans at Ninth District member banks, after growing at a steadily slower pace
throughout the late summer and early fall, dipped
slightly in October and continued to decline in early
November. The October decline was the first monthly
contraction since November 1969; but, unlike conditions prevailing then, the ample supply of funds
currently available for making loans suggests that
borrower demand has weakened in recent months.

anticipation bills. Holdings of other securities also
rose strongly during the month, following relatively
substantial increases in the preceding two months. The
rise in other securities suggests that banks are once
again investing in local bonds. The continuation of
such a trend would serve to brighten district nonresidential construction prospects for 1971 as it would
provide a better climate for the issuance of new bonds
by municipalities and school districts.

The recent slowing of loan growth at district
banks is largely attributable to a weaker trend at city
banks. After quite modest advances in August and
September, seasonally adjusted loans at city banks
declined sharply in October and the first half of
November. Loans at rural banks, on the other hand,
rose more than seasonally in October, repeating the
September pattern. The relatively strong loan advance

Time deposit inflow to district member banks
continued in October at the brisk 25 percent seasonally adjusted annual rate which has characterized this
series since the partial suspension of Regulation Q in
June. Reports covering the first two weeks of November indicated no letup in the rate of inflow. Although
savings and consumer-type time deposits continued
to climb at a vigorous rate, the surge of large CDs

provided the main impetus to the recent rapid growth
of total time deposits.
WAGE & SALARY EMPLOYMENT STABILIZES
UNEMPLOYMENT RATE INCREASES SLIGHTLY
Business activity appears to be stabilizing. District
wage and salary employment, seasonally adjusted, advanced in October but in the three months ending in
October was essentially unchanged from the preceding
three-month period. Manufacturing employment increased at a 2.2 percent annual rate in October after
falling continuously during the first nine months of
1970. The district’s economy was relatively unaffected
by the General Motors strike, although nationally,
manufacturing employment declinedat a 30.7 percent
annual rate in October because of the strike.

quarters of this year in contrast to a 2.9 percent
decline in the rest of the district.
Although growth in almost all of the district’s
industrial sectors was retarded by the current slowdown, the most restrictive effects were in manufacturing and construction. After increasing at an average

The recent relative stability in district payroll
employment has helped to moderate the rise in
unemployment. The district’s unemployment rate
leveled off at 5.0 percent in the third quarter, and
preliminary estimates indicate that it rose to 5.3
percent in October. The national unemployment rate
in October was 5.6 percent.
Respondentsto our latest Industrial Expectations
Survey foresee some improvement in their sales during
the first half of 1971. This contrasts with the reverses
suffered in the last half of this year (see back page).
Certain patterns have emerged in the ten-monthold slowdown in district business activity. The Twin
Cities metropolitan area has probably been the most
severely affected area in the district. Total district
wage and salary employment, seasonally adjusted,
declined 2.1 percent between the first and third
quarters as compared to a 2.7 percent drop in the
Twin Cities. Payroll employment outside of the Twin
Cities decreased 1.7 percent during this period. The
reason for this relative difference in employment
trends can mainly be traced to the manufacturing
sector. Twin Cities area manufacturing employment
shrunk by 5.6 percent between the first and third

annual rate of 5.4 percent from 1965 to 1969,
district manufacturing employment during the first
ten months of this year was down 2.4 percent from a
year ago. Construction employment, which increased
at an annual average rate of 2.3 percent between
1965 and 1969, was down 2.1 percent this year.
Growth in the large trade, service and government
sectors slowed markedly this year. The year-to-year
increase in trade employment during the first ten
months of this year was 2.6 percent as compared to
an average gain of 3.5 percent in the preceding five
years.
The district economy’s lackluster performance
this year has helped moderate consumer price increases. In Minneapolis and St. Paul, consumer prices
advanced 1.1 percent between July and October,
following an increase of 1 .2 percent in the previous
quarter. Price increases of this magnitude are considerably less than the average quarterly gain in Twin Cities’
consumer prices of 2.0 percent during 1969. The
national advance in consumer prices was 1 .3 percent
between July and October.
LOWER MORTGAGE RATES SPUR HOUSING
Construction activity in the district is continuing
to improve, primarily as a result of a pickup in homebuilding. Rising from the trough reached in May,
construction employment has been climbing steadily
and rose to 98,300 on a seasonally adjusted basis in
October. Reflecting the general slack in the industry,
however, employment was still below the level recorded in October 1969.
The housing outlook continues to be optimistic.

Although new housing unit authorizations in the district remained steady during September and October,
they were still well above their levels earlier this year.
During the three months ending in October, permits
for an average of approximately 3,150 new housing
units, seasonally adjusted, were issued each month.
This was about 40 percent higher than the average
for the first half of this year.

of September, total U. S. sales for the first nine
months of 1970 were within 6 percent of the
year-earlier total. In contrast, tractor sales in the

The strength in homebuilding appears to be
inversely related to home mortgage interest rates.
Homebuilding dropped to its lowest level early this
year when mortgage rates had risen to their record
peaks. In recent months, however, mortgage rates
have been edging down, and in October effective
mortgage rates on government-insured mortgages in
the Twin Cities dropped to about 9 percent. Conventional mortgage rates, which are subject to Minnesota’s
usury law, have hovered around 8 percent since late
last year.

district made only modest gains through the summer,
and total sales for the first nine months of 1970 were
still about 20 percent lower than the previous year’s
total.
The weaker tractor sales performance in the
district is probably related to the district’s farm income
picture. Monthly estimated receipts from the sale of
farm products in the district fell below those for the
corresponding month of last year in July and have
remained so for all months since then. Estimated
receipts for the nation have held up better.

FARM MACHINERY SALES STILL DEPRESSED
DISTRICT TRACTOR SALES 20% BELOW 1969
Total sales of farm machinery remain depressed
in the district. National sales have picked up since
mid-summer, but low farm income prospects in the
district have impeded any significant sales recovery
here.
The number of farm tractors sold, an indicator
of the value of all farm machinery sales, is below last
year’s level for both the district and the nation. The
national sales total for January through September
of this year is only slightly below the level of last
year, but the total for the district is 20 percent lower.
The year began badly for tractor sales in both
the district and the nation, as January sales were
about 20 percent below a year earlier. After two
months of relatively strong sales, the situation deteriorated again during the spring buying season,
particularly in the district, where sales fell far below
the impressive levels achieved in 1969. National sales
began picking up strongly in June, and by the end

Sales of combines, hay balers and forage harvesters in the district are also lower than last year. Only
the sales of corn harvesting equipment (corn heads
and corn pickers) are above last year’s levels in both
the district and the nation. These figures may give a
misleading impression, however, since the corn harvest
throughout the nation was early this fall and probably
shifted normally later sales back to September.
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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 Districtdo not have comparable data
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 days falling
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. Departmentof 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

na. — 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 — Seasonally adjusted data
*
U.S. and District do not have comparable data

5. A sample of centers blown up to represent
total permits issued

saar—Seasonally adjusted annual rate

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 WAGE5~
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

INDUSTRIAL EXPECTATIONS SURVEY
DISTRICT INDUSTRIAL SALES DECLINE
PROSPECTS FOR 1971 IMPROVE SLIGHTLY
Shipments of industrial goods in the Ninth District are expected to be down slightly from a year ago
during the last half of 1970, according to the results
of the fourth quarter Industrial Expectations Survey
taken around the first of November. This lack of sales
growth reflects the sluggish business conditions in the
district noted in the third quarter and represents a
downward revision from the 3.5 percent average gain
anticipated last September. A modest strengthening
in district industrial sales, however, is foreseen during
the first half of 1971, and survey respondents look
for their sales to surpass year-earlier levels by 2.2
percent in the first quarter and 3.2 percent in the
second.
The survey’s mining and manufacturing components reveal conflicting trends, with manufacturing
sales performance improving over the survey period
while mining sales growth is expected to deteriorate.
Mining sales in the third quarter were up 14.9 percent
over a year earlier, and in the current quarter they are
expected to advance only 3.3 percent. During the first
six months of 1971, mining sales are anticipated to be
up 6.9 percent in the first quarter and drop 1.8 percent in the second.
Manufacturing respondents, on the other hand,
expect their sales performance to improve during the
first half of 1971, following the year-to-year sales
declines of the last half of 1970. District third quarter
manufacturing sales were down 3.7 percent, and fourth
quarter manufacturing sales are expected to decline
1.3 percent from a year earlier. This is the first time in
l3surveysthatdistrictmanufacturingsaleshaveshown
a year-to-year decline. In the first quarter of 1971,
manufacturing sales are expected to be up 1.3 percent
and are then expected to surpass year-earlier levels by
4.2 percent in the second quarter. Although these sales
gains are too modest to signal a recovery in district
manufacturing activity, this is the first time in a year
that manufacturers have expected their sales to
strengthen over the forecast period,
The source of this anticipated improvement next
year in manufacturing sales growth is the durable goods
industries. Their sales dropped 12.1 percent from a
year ago in the third quarter and are expected to fall
7.3 percent in the current quarter. In 1971, durable
goods manufacturers look for their sales to be down
only 2.6 percent in the first quarter and to increase
2.2 percent from a year ago in the second quarter. Although they foresee some improvement in their sales
performance, electric and nonelectric machinery manufacturers do not expect their sales to exceed yearearlier levels during the forecast period. The lumber
and wood products and fabricated metals industries, on

the other hand, anticipate a substantial sales recovery.
The survey results reveal very little change in
nondurable goods sales. In these industries, sales exceeded last year’s level by 5.8 percent in the third
quarter and are expected to maintain this rate of advance in the current quarter. Next year, they look for
their sales to increase around 6.0 percent in the first
and second quarters.
The results of the current survey also provide
some insights as to how the various states and areas in
the district are weathering the current economic slowdown. In the Twin Cities metropolitan area, where over

__________

_________________________
50 percent of the district’s manufacturing activity i~
located, manufacturing sales were down 11 .4 perceni
from a year ago in the third quarter and are expectec
to drop 8.2 percent in the current quarter. In 1971,
Twin Cities’ manufacturing sales are anticipated tc
decline 1.9 percent in the first quarter and increase 1 .E
percent in the second quarter. Manufacturing sales ir
all of Minnesota, which are heavily influenced by thE
Twin Cities, are expected to follow a similar pattern~
Although Northwestern Wisconsin sales were up 1.~
percent from a year ago in the third quarter, sale~
declines are expected there in the current quarter anc
during the first six months of 1971. In Montana anc
North Dakota, manufacturing sales growth should im
prove over the forecast period, while some slowing ir
sales growth is foreseen by South Dakota and Uppei
Michigan manufacturers.
The district’s third quarter decline in manufac
turing sales of 3.7 percent is below the anticipated
national advance of 2.6 percent. This is the first timE
since the third quarter of 1968 that district manufac
turing sales growth failed to outpace national manufac
turing sales gains. In the current quarter, national
manufacturing sales are expected to be up 2.8 perceni
as compared to a 1.3 percent drop in the district.

