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DISTRICT ECONOMY SHOWS SLIGHT GAIN
MORTGAGE FUNDS SUSTAIN HOUSING HIGH

Although a weak demand for labor persists and
significant employment gains are unlikely in the near
future, the Ninth District’s economy demonstrated
modest signs of recovery during the final months of
1971. The district’s help wanted advertising index,
for example, rose for the first time in five months in
December. In addition, district member banks reported
end-of-year gains in total loans while business loans
strengthened at reserve city banks.

District housing construction, which had pro-
ceeded at record rates throughout 1971, concluded
the eleven-month period ending in November with
district housing unit authorizations for private dwell-
ings exceeding vyear-earlier levels by 31 percent.
Although this level of homebuilding surpasses the high
set in 1968, the district’s gain was not nearly as strong
as the 41 percent year-to-year advance in national
private housing unit authorizations. The difference
in growth rates can be traced primarily to the
construction of apartments with five or more units
which increased 41 percent in the nation but only 17
percent in the district. The numbers of single-family
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homes built in the first eleven months of 1971 were
38 and 41 percent greater than in 1970 in the nation
and district, respectively.

The recent strength in homebuilding was primar-
ily sustained by an ample supply of mortgage funds.
In the first eleven months of last year, the volume of
net savings inflow to district savings and loan associa-
tions was $297.8 million greater than in the corre-
sponding months of 1970. With this gain in savings
capital, the value of mortgage loans made by these
thrift institutions rose by $250.8 million or 56 percent.

Housing construction has also been boosted
recently by the FHA Sections 235 and 236 housing
programs, which provide Federal Government assis-
tance for homebuilding. These two programs are
estimated to have accounted for 16 percent of total
housing starts in the United States last year. In the
district, the Section 235 program can be credited for
approximately 13 percent of the building permits
authorized for single-family homes since 1969, while
11 percent of those issued in the same time interval
for apartments with five or more units can be
attributed to the Section 236 program.

Approximately two-thirds of the district’s home-
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building in the first eleven months of 1971 occurred
within eight metropolitan areas, but the rate of growth
varied considerably among them. The largest relative
gain was in Billings, where building permits issued for
private dwelling units more than doubled between
1970 and 1971. Private housing unit authorizations
were up about 60 percent in Duluth/Superior and
La Crosse, while they advanced 35 percent in Minne-
apolis/St. Paul. The rate of homebuilding matched
the 1970 level in Great Falls but declined 5 and 10
percent in Rochester and Sioux Falls, respectively.
Private housing unit authorizations in Fargo/Moorhead
were down 40 percent in 1971,

DISTRICT HOG PRICES REGAIN STRENGTH
AS DECLINE IN PORK OUTPUT FORESEEN

Prices received by district farmers for fattened
hogs rose in the final month of 1971. December’s
district average price of $19.38 per hundredweight
was the highest monthly district average price since
September 1970 when hog prices were falling as a
result of rapidly expanding production. The higher
prices in December appeared to represent the renewal
of a general price recovery that has proceeded halting-
ly since late 1970.

The December 1 inventory of hogs and pigs
suggests that marketings during the month of De-
cember may have been substantially lower than No-
vember marketings, which could account for the
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stronger December prices. The number of market hogs
on farms in the district that would probably have
been marketed within 30 days (those over 180
pounds) was 6.2 percent lower than the year-ago
figure.

This inventory of market hogs also indicates
that district hog production will probably continue
to decline throughout the first half of 1972. The
number of hogs on farms weighing less than 180
pounds was down 3.6 percent from a year earlier. On
December 1, 1971, there were 6.5 percent fewer hogs

weighing between 60 and 120 pounds (those most
likely to be marketed during the first quarter of
1972), while the number weighing less than 60 pounds
fell 3.0 percent from one year ago.

The 8.0 percent decrease in district breeding
hogs recorded on December 1 forecasts an equivalent
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decline in farrowings during the first half of 1972.
Midyear hog feeding and marketings in the second
half of 1972 may thus also be down significantly
from 1971 levels.

The outlook for district hog prices is also
brightened by declines in national pork output. The
total number of market hogs in the nation fell 6.2
percent from the year-earlier level on December 1,
and the number of hogs kept for breeding was down
9.5 percent.

DISTRICT BANKS EXPERIENCE LOAN GROWTH
TIME DEPOSIT EXPANSION ACCELERATES

Loan growth at district member banks was
larger in December than in November. The more
rapid December advance was centered at the dis-
trict’s major urban banks and was due primarily to an
unusually large year-end buildup of business loans.
Much of the December increase in business loans
occurred near mid-month and probably reflected
above average borrowing to meet quarterly tax lia-
bilities. Part of the expansion was also related to
year-end corporate financial transactions.

At the district’s rural and small urban banks,
loan growth in December was only slightly faster
than the November advance, and first indications are
that there was little additional change in early
January. For the fourth quarter as a whole, however,
loan growth at these banks was in excess of 15 percent
on a seasonally adjusted annual basis and provided the
major part of loan expansion at district banks over the
three-month period.

Final December data showed strengthened li-



quidity positions for all types of banks in the district.
At rural and small urban banks, the loan-deposit
ratio declined to 57.6 percent, slightly under the
level achieved at the end of 1970 and its lowest
point since April 1969. Loan-deposit ratios at large
urban banks declined nearly 3 points from the No-
vember level to 72 percent in December.
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Stronger liquidity positions were possible as
inflows to time and savings deposits accelerated
greatly at district banks in December, far exceeding
the November gain. Primarily as a result of a 27 per-
cent seasonally adjusted annual rate of increase in
December, the advance for the fourth quarter as a
whole was nearly double the 9 percent third quarter
gain. The more rapid December influx occurred at
large urban banks. At rural and small urban banks,
time deposits continued to advance at the same
steady pace of about 11 percent that has prevailed
for the last several months.

The December inflow of time deposits at large
urban banks reflected strong advances in both large
negotiable certificates of deposits and consumer-type
time and savings accounts. Although somewhat stron-
ger, the advance in large CDs was a continuation of
the growth of the past several months. In contrast,
the December expansion of consumer-type time and
savings deposits at large urban banks represents a
deviation from the essentially flat trend existing over
most of the last half of 1971.

UNEMPLOYMENT REMAINS AT HIGH LEVELS
INDICATORS OFFER LITTLE ENCOURAGEMENT

Recent data confirm that district unemployment
was not reduced in 1971. Preliminary seasonally
adjusted estimates for December indicate that 5.5
percent of the district’s labor force was out of work
as compared to 5.3 percent a year ago and 5.4 percent
last June. No growth occurred in the district’s labor
force over the past year, and the district’s economy
failed to expand rapidly enough to provide any net
increase in jobs. The national unemployment rate was

also essentially unchanged in December from the
year-ago level, but in the nation there was growth both
in the labor force and in employment in 1971.

Labor market indicators still offer little encour-
agement that the number of jobs in the district will
increase significantly in the near future. Although the
district’s help wanted advertising index increased in
December for the first time in five months, after the
increase it was still only slightly above its level at the
beginning of the year and 52 percent below its high
in early 1969. Manufacturing job vacancies in the
Minneapolis/St. Paul metropolitan area remain scarce;
and throughout the district, the rate of involuntary
separation from employment has shown no appreciable
decline.

Total district wage and salary employment in
1971 essentially matches the level at the end of 1970,
with gains in most sectors offsetting declines in
manufacturing and mining employment. The number
of workers on government payrolls expanded 3.2
percent, construction jobs advanced 2.7 percent, and
employment was up 1.6 percent in finance, insurance
and real estate. The numbers of transportation and
public utilities workersand service industry employees
both increased about 1 percent from 1970, while
district trade employment remained unchanged, and
manufacturing and mining jobs fell 4.8 and 4.5
percent, respectively
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December data also showed that 1971 employ-
ment growth varied among the district states. Wage
and salary employment in North Dakota in 1971 was
up 3.5 percent from a year ago while both South
Dakota and the Upper Peninsula of Michigan enjoyed
a 1.5 percent expansion in payrolls. In Montana, the
number of workers on payrolls increased 0.9 percent
last year. These gains, however, were offset in Minne-
sota by a 0.8 percent decline in wage and salary em-
ployment. Minnesota’s decrease can largely be attri-
buted to a 1.7 percent drop in payroll employment in
the Minneapolis/St. Paul metropolitan area.




NINTH DISTRICT income and finance

Percent
INDICATOR 1972 1971|1970 cianee
JAM, DEC. I NOv. | DEC. DEC.-DEC.
(Y11 :{2 1| Total Personal Income*
CONSUMER Nonagricultural Personal Income *
INCOME & Average Weekly Earnings in Manufacturing! Dollars n.a. 154.93¢ | 150.65s | 16453 + 6.9
Consumer Installment Credit Qutstanding? Million § n.a. n.a. 1,488 | 1,350
FINANCIAL Time and Savings Deposits at Member Banks Million § & 581 &,4%0 &390 | 5,518 $17.6
POSITION Savings Balances at Savings & Loan Assoc® Million § felle 4,404 412 | 3,70 +17.8
Cash Farm Receipts? Million § fedls faa, fed 351
I[N CITY BANKS 4+
FINANCIAL Adjusted Loans and Discounts® Million § 2,812 1,847 2, 2,488 +15.2
Commercial and Industrial Loans Millian § 1,234 1,247 1,088 | 1,108 +14.7
CONDITION OF Real Estate Loans Millian § 501 502 454 447 +11.8
MEMBER Gross Demand Deposits Million § 2,083 2,435 1,98 | 2,200 +10.7
BANKS Time Deposits Million § 898 1,897 ez | 1,504 24,5
U.S. Government Securities Millicn § 49g 622 537 481 +29.3
Other Securities Willion § 423 451 859 344 +15.4
COUNTRY BANKS*-7
Loans and Discounts Million § 4,300 4,341 4,300 | 3,904 1.7
Gross Demand Deposits Mallion § 2,449 2,708 2,474 | 2.4% +10.5
Time Deposits Million § 4,480 4,592 455 | 3,9 +15.0
U.S. Government Securities Million § 1,245 1,338 1,131 1,171 v 9
Other Securities Million § 1,496 1,481 1, 45¢ | 1,217 +21.7
(T IG{3Yi [ Total Reserves® Million § Bad 770 70 73 + 5.3
RESERVE Required Reserves Million § B34 T4d 782 724 + 5.8
R Mill -42,
rosirion ano [ERer ek — I B I -
LiquiDIty Ratio of Loans to Total Deposits — City Banks* Percent 74,1 48,5 74.2 50,4 + 0.1
OF MEMBER Ratio of Loans to Total Deposits—Country Banks® |  Percent &0.1 59,7 1.1 40,4 - 1.5
BANKS
TR A Consumer Price Index - Minneapolis Index n.a. n.a. na. | nee !
PRICE Prices Received by Farmers * Minnesota Index n.a, f.a. 107 102
LEVELS

FOOTNOTES
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 comparable data

saar — Seasonally adjusted annual rate

Excluding Northwestern Wisconsin

All commercial banks, estimated by
a sample of banks

Excluding Northwestern Wisconsin
and Upper Michigan

Last Wednesday of the month figures

City Banks -- Selected banks in major
cities

Net loans and discounts less loans

to domestic commercial city banks

Country Banks -- All member banks
excluding the selected major city
banks

Average of daily figures of the four or
five weeks ending on Wednesday

which contain at least four days falling
within the month

Index: 1967 Base Period




UNITED STATES income and finance

Percent 1971 1970
Change ||\~ /2 970 ey INDICATOR
DEC, -DEC| |__JAN, DEC. MOV, DEC.
+ 7.7 883,80 | 6749 gz0.9 || Billion §, saar| Total Personal Income MEASURES OF
+7.3 859,00 | 850.1 g00.5 || Billion §, saar Monagricultural Personal Income CONSUMER
¢ 8.5 150,18p | 144.72 138,45 || Dollars Average Weekly Earnings in Manufacturing INCOME &
n.a. 45.4 41.9 || Billian § Consumer Installment Credit Outstanding?
+17.4 21,3 2075 180.0 || Billion § Time and Savings Deposits at Member Banks FINANCIAL
na. | 1714 | 1464 || Billion § Savings Balances at Savings & Loan Assoc. POSITION
n.a. n.a. 4.2 || Bilkon § Cash Farm Receipts
CITY BANKS#.5 MEASURES OF
+ 6.8 192.6 186.2 180.4 || Billien § Adjusted Loans and Discounts® FINANCIAL
+ 2.8 B3.9 B2.4 g1.& || Billion § Commercial and Industrial Loans
+12.9 38,5 8.0 34,1 || Billion § Real Estate Loans CONDITION OF
‘3.9 153.0 141.5 147,3 || Billion § Gross Demand Deposits MEMBER
+18.3 141.3 128.0 19,4 || Billion § Time Deposits BANKS
+ 3.2 29.0 7.3 28,1 || Billion § U.5. Government Securities
“18.8 52.3 50.9 44,1 || Billion § Other Securities
COUNTRY BANKS4.7
“10,4 73.3 72.6 86,4 Billion § Loans and Discounts
- 8.3 52.3 50.7 49.2 || Bilion § Gross Demand Deposits
“15.9 70.1 £9.5 40.5 || Billion § Time Deposits
+ 4.5 18.1 17.3 17.0 || Billion § U.S. Government Securities
«22.2 7.0 26.7 22.1 Billion § Other Securities
+7.0 3,25p | 30,986 | 29,224 || Million § Total Reserves® MEASURES OF
7.2 31,0800 | 30,700 28,999 || Million § Required Reserves RESERVE
.21.8 1760 2933 225 || Million § Excess Reserves POSITION AND
45,1 Nip 413 171 Million § Borrowings from FRB # £
- 2.5 69,0 &9.7 70.8 || Percent Ratio of Loans to Total Deposits — City Banks* LiQuIDITY
- 1.0 59.9 &0.4 40.5 || Percent Ratio of Loans to Total Deposits—Country Banks+ LUSEI3 ] 130
BANKS
. 3.4 170 172.4 1e.1 || index Consumer Price Index® MEASURES OF
+11.5 s 14 tos || Index Prices Received by Farmers? PRICE
LEVELS

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
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NOTES

e — Partially estimated; all data not available 1.

n.a. — Data not available

2.
p — Preliminary; subject to revision 3.
r — Revised 4.
sa— Seasonally adjusted data .
*—U.S. and District do not have comparable data
saar — Seasonally adjusted annual rate 6
7.

Total Industrial Production®
Electrical Energy Consumption: Mfg. and Mining!

Production Worker Manhours:2
Manufacturing
Mining

Total Construction Contracts Awarded
Residential Buildings
Monresidential Buildings
All Other Construction

Eldg. Permits: New Housing Units?

Civilian Work Force#
Total Civilian Employment
Mumber Unemployed

Unemployment Rate #
Average Weekly Hours in Manufacturing4

Wage and Salary Employment, Monfarm#
Manufacturing
Mining
Construction
Transport., Comm., & Public Utilities
Trade
Finance, Insurance & Real Estate
Service Industries
Government

Total Retail Sales®
Mew Passenger Car Registrations
Bank Dehits3

NINTH DISTRICT production and employment

1971 1970 | Percent
Change
DEC. | MO, DEC. DEC, -DEC.
Index, sa 130 130 126 + 3.2
Index, sa n.a. ¥ 102
Index, sa ned. 100e 10z
Index, za et F5p 104
Million %, 5a 331 .4 157.3 19,9 +48.3
Million §. sa 70.4 75.7 5B8.4 +20.5
Million §, sa 38.46 52.9 75.8 -22.7
Million §, sa 200.4 8.7 82,7 +222.8
Mumber 3,008 3,894 1,683 +7B.4
Thousands, sa 2,621 ?,41Bp 2,407 + 0.5
Thousands, sa 2,473e 2,478p 2459 + 0.2
Thousands, sa 14Be 140 138 + 7.2
Percent, za 5.6e 5.4p 5.3 + 5.7
Hours, sa& 40,% 40.1e 37,4 +1.5
Thousands, sa 1,937 (T 1,501 + 0.3
Thousands, sa 347e e a7 - 2.2
Thausands, sa e 32 33 - 6.1
Thousands, sa e 1Mp 102 - 2.9
Theusands, sa 134e 135p 13 |
Thousands, 53 4879 448p 455 + 0.2
Thousands, sa a Np BY + 2.2
Thaousands, 54 3Z22e 323p 324 - 0.8
Thousands, =a 43le 430p 416 + 3.4
Thousands, sa n.a. n.a. 14,3
Billion §, saar 17%.3 181.7 163.8 + 9.5
FOOTNOTES
Index: 1967 Base Period; Weights: 1963

Index: 1967 Base Period; Weights: 1958
A sample of permit issuing centers
Excluding Northwestern Wisconsin

Six standard metropolitan statistical areas

A sample of centers blown up to represent
total permits issued

226 centers excluding the seven leading centers

O " BN Zn



UNITED STATES production and employment

Percent

Change 1l |_10_ uNIT INDICATOR

DEC.-DEC. DEC. NOY. DEC.

|
v 3.1 107.8p 107.0 1048 Index, 5a Total Industrial Production MEASURES OF
Electrical Energy Consumption: Mfg. and Mining* Jgiit]UInR [l
P B E
Al ip 94 Index, sa Production Worker Manhours:2 AND FACTOR
et 95 W3 Index, 5a Manufacturing INPUTS TO
n.o, 7% 98 Index. sa Mining PRODUCTION
1194 7.641.2 7.097.9 &,400 .4 Willaon §. 52 Total Construction Contracts Awarded
-45,0 3,882.1 3,394.8 2,676.6 || Willion §. sa Residential Buildings
14,7 2,151.4 2,320.4 1,876.6 Million §, sa MNonresidential Buildings
13,0 1,407,5 1,562,5 |, B48 .4 Million §, sa All Other Construction
flads n.a. 135.2 Thousands Bldg. Permits: New Housing Units®
= =_j —_—
< 2.1 85, 34% 85,172 8,600 Thausands, sa | Civilian Work Force MEASURES
. 20 80,133 80,023 78,463 Thausands, 54 Total Civilian Employment OF
£l 5,24p 5,150 5,144 Thausands, 54 Number Unemployed MANPOWER
- 1.4 é.1p 6.0 8.2 Percent, sa Unemployment Rate UTILIZATION
+ 2.0 40,3 401 9.5 Hours. sa Average Weekly Hours in Manufacturing
1,1 71,104 70,781 70,03 Thousands, sa | Wage and Salary Employment, Nonfarm EMPLOYMENT
- 1.3 18, 54%p 18,400 18,79 Thousands, 54 Manufacturing BY
- 0.2 622 57 &0 Thousands, 54 Mining INDUSTRY
- 1.3 3,25 3,318 3,302 Thousands, sa Construction SECTOR
+ 0.2 4,45% 4,435 4,450 Thousands, sa Transport., Comm., & Public Utilities
' 2.5 15,3300 15,276 14,957 Thousands, sa Trade
= 3,1 3,847 3,852 3,731 Thousands, sa Finance, Insurance & Real Estate
¢ 2.3 12, 04ép 12,020 11,774 Thausands, 5a Service Industries
b 2.4 12,993 12,956 12,483 Thousands, 5a Government
7.8 34,880p 35,620 31,761 Milion §, 52 | Total Retail Sales MEASURES
A, 1,000.8s 528,4 Thousands. sa| Mew Passenger Car Registrations 113
Pl 3,963.1 3,580.4 3,400,2 Billion §, saar| Bank Debits” SPENDING
|

SOURCES
INDUSTRIAL PRODUCTION: Board of Governors of F.R. System
INDUSTRIAL USE OF ELECTRIC POWER: Federal Reserve Bank EMPLOYMENT, UNEMPLOYMENT, HOURS
of Minneapolis AND WAGES:
PRODUCTION WORKER MANHOURS: Federal Reserve Bank of Emp|oyment Security Depanments; Min-
Minneapolis nesota, North Dakota, South Dakota, Mon-
CONSTRUCTION CONTRACTS AWARDED: Board of Governors of tana, Michigan, and U.S. Department of

of F. R. System, F. W. Dodge Cor-

poration data Labor, Bureau of Labor Statistics

NEW HOUSING UNITS AUTHORIZED: Federal Reserve Bank of RETAIL SALES: U.S. Department of Com-
Minneapolis and U.S. Department of merce, Bureau of Census
Commerce, Bureau of Census NEW PASSENGER CAR REGISTRATIONS:

BANK DEBITS: Board of Governors of F. R. System Automotive News Magazine




AGRICULTURAL CREDIT CONDITIONS

SHORT-TERM LOAN DEMAND RISES IN QTR. IV
MORE LOANS AVAILABLE AT RURAL BANKS

The demand for short-term agricultural credit
at banks in the Ninth District increased somewhat
over the final quarter of 1971. The increase in de-
mand can be traced to regional areas where current
farm earnings declined, causing farmers to seek more
borrowing in order to meet current expenses. Also,
mostly in the same areas, the high cost of feeder cattle
for feedlot placements boosted the demand for short-
term credit. The overall district farm income picture
held steady; farmers’ earnings declined in the general
farming and feed grain producing areas of the eastern
half of the district but increased in the northern and
western portions of Montana. Funds available for
agricultural loans at banks, though already high in
October, increased somewhat further during the
fourth quarter.

The percent of respondents reporting that the
current demand for short-term loans was ‘‘greater
than usual’’ rose from 11 percent in October to 15
percent in January, reflecting a stronger demand.
Comments from respondents, however, indicated that
some major components of this strength were tem-
porary: placements of cattle in feedlots, a particularly
important source of loan demand because of the high
prices for feeder cattle, was expected to decrease
seasonally in the first quarter of 1972, and there were
no reasons to anticipate further income shortfalls in
addition to those which had already led to greater
borrowings during the fourth quarter. Only 12 per-
cent of the respondents expected that short-term loan
demands would be greater than usual in the next
three months.

FARM EARNINGS
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The farm earnings situation has become more
diverse across the district since October. Fewer re-

spondents reported in January that farm earnings
were ‘‘about the same’’ as one year earlier while
more reported earnings as ““less’’ or ‘‘greater.”” Some
reports of improvement were from corn growing areas
where corn prices had risen from harvest time
lows. The same areas also reported that recent in-
creases in hog prices had improved farmers’ returns
from current marketings of hogs. In western portions
of the district, strong prices for feeder cattle also
contributed to the improved fourth quarter earnings.

The demand for farm real estate loans appeared
to have strengthened somewhat since October, but no
change was reported in the demand for intermediate-
term loans; farmers still seemed cautious about
machinery and equipment purchases. A few bankers
did comment, however, that this past year’s excellent
wheat crop had caused equipment investment in their
areas to be somewhat higher than one year earlier.

FARM DEBT REFINANCING JUMPS SHARPLY
LOANS REFERRED DESPITE INCREASED FUNDS

A sharp increase since October was revealed in
the percentage of January respondents noting a strong
demand for farm debt refinancing. Mainly traced to
those areas where current farm earnings had recently
declined, this was due to farmers’ unexpected income
shortfalls. Several bankers also noted a recent speedup
in the long-established practice of consolidating ex-
isting short-term debt into longer-term loans.

Increased agricultural loan funds at banks were
apparent in a 4 percentage point rise since October
in the percent of respondents actively seeking new
farm loan accounts. Also, the percent of respondents
reporting that they had recently reduced or refused
a loan because of a shortage of fundsdeclined slightly.
There was a large increase in the percent of respon-
dents reporting that their current loan-to-deposit
ratio was “low’’ with respect to normal bank oper-
ations, and the percent of banks expecting problems
in meeting loan requests in the next three months
dropped to a negligible level.

Despite the greater availability of funds at rural
banks, bankers have recently referred more loans both
to correspondent banks and nonbank credit agencies.
Several bankers noted cases of feedlot loans becoming
too large for local banks as prices of feeder cattle
reached high levels. Greater correspondent bank will-
ingness to accept loans may also have been a
factor. Referrals to nonbank credit agencies were
mainly traceable to areas where crop income had
been low in 1971. More farmers than usual in these
areas were being referred to the Farmers Home
Administration to ease their strained financial posi-

tions.
recycled
paper




