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Urban Realty Prices Display Spoity Rise

HELTER, one of the basic human
needs, remains extremely scarce
nearly two years after VJ-day, a scar-
city which is reflected in the high
level of prices.

The increase in the price of resi-
dential property since 1940 may in
part be traced to such factors as the
small supply of houses at the begin-
ning of the war, the increase in the
number of family formations during
the war, the rise in the per capita
income, and the price control pro-
gram, which may have reduced the
number of rental units.

Price ceilings on most commodities
gave numerous families more funds
to spend on housing, and rent con-
trol ‘reduced the number of rental
units and forced many families to
purchase homes in order to secure
the necessary shelter.

A survey of real estate transfers
was recently made by leading real-
tors in Minneapolis. Every effort
was made to make the sample of
real estate transfers tabulated in the
survey as representative as possible
of the total transfers made in' each
period studied. In the postwar years
the percent of homes in the more
desirable areas in the sample was
slightly larger than in 1940,

Low-priced homes (defined as
those selling for less than $5,000 in
1940 and the lowest 60 percent of
the price range of houses on the
market in that year and in subse-
quent years) selling for an average
price of $3,394 in 1940 sold during
the first four months of this year for
an average price of $8,530—an in-
crease of 151 percent:

In 1946 these properties sold for
an average price of $7,930, or an in-
crease of 134 percent over the 1940
price, and in 1945 for $5,542, or 63
percent above the pre-war price.

Thus, the percent increase from

1940 may be subject to some over-
statement if one has in mind the

Low and Medium-Priced Homes in the Desirable

Areas Advance as High-Priced Houses Decline

price increase on identical units. This
should be considered in interpreting
the results.

For the lower-priced house there
have been only a few signs of a
weakening in the price. Houses lo-
cated in the less desirable residential
districts, for example, near the loop
or near outlying shopping centers,
have declined in price since last year.

Houses in the more desirable dis-
tricts have continued to rise in price,
and those in relatively new additions
have risen substantially since last
year

Medium-priced houses (defined as
those selling from $5,000 to $10,000
in 1940 and whose price in that year
and subsequent years was between
the lowest 60 percent and the top 6
percent of all houses in the market)
selling for an average price of $6,545
in 1940 were selling for $13,583 in
1947 — approximately double the
1940 price. In general, houses in this
price range have shown practically
no increase in the last year. In one-
half of the areas over the city and
suburbs, the prices of these houses
have declined.

The older houses in the less desir-
able residential districts dropped sub-
stantially in the last 12 months, while
the new houses in the suburban areas
continued to increase substantially.

The high-priced homes (defined
as those selling for more than $10,000
in 1940 and the top 6 percent of all
houses on the market in that year
and  subsequent years) averaging
$12,732 in 1940 have declined the
most in price. These houses aver-
aged $21.,535 in 1946 and $19,231
during the first four months of this
year. This represents a decline of 10
percent in the price during the first

part of this year.

In the suburban areas the decline
in the price of these houses was less
than in the city of Minneapolis, and
in one suburban area the price has
continued to mount.

On the basis of the survey, resi-
dential property in Minneapolis and
in the surrounding suburbs on the
whole has risen approximately 115
percent since 1940. The low-priced
houses (as defined above) have risen
about 150 percent; the medium-
priced houses (as defined above)
have doubled; and the high-priced
houses (as defined above) are now
about 50 percent above the pre-war
price.

BEGINNING OF BUYER'S
MARKET INDICATED

Recent changes in the real estate
market have been more significant
than is reflected by the slight down:

‘ward trend in the prices of some

houses. With a leveling off in prices,
sellers are prone to hold their prop-
erties longer in an endeavor to secure
a better price, which produces a lag
in the decline of real estate prices.

Under such conditions the trend
in the number of real estate transfers
is an important indicator of real es-
tate market conditions. Since the
spring of 1946, when transfers were
at a peak, the number has declined
sharply. Last spring the number of
transfers was double the 1940 month-
ly average, while this spring the num-
ber was only slightly over 50 percent
above the pre-war average.

The reduction in the number of
transfers is a part of the transition
from a seller’s to a buyer's market,
Buyers have become very choosy as
to both location and type of house at
the present level of prices.
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FINISHED HOMES STILL
SELLING AT A PREMIUM

In spite of these changes in the
real estate market, residential prop-
erty in Minneapolis is still selling at
a premium; that is, above the replace-
ment cost. Building costs for a frame
house and a brick house in April
were 80 and 76 percent respectively
above the 1940 average, as measured
by the E. H. Boeckh and Associates’

construction costs indexes.

If residential property in 1940 was
selling close to replacement costs,
then such properties are still selling
decidedly above present replacement
COsts,

The migration of people out of this
region in the Thirties undoubtedly
created a surplus of houses in some
communities. Even though real estate
prices during the war and subse-
quently have risen as much as in
Minneapolis and other large centers,
present prices, nevertheless, may not
be greatly out of line with the gen-
eral rise in prices.

PERIODIC LOW POINTS
OF BUILDING COSTS ARE
SUCCESSIVELY HIGHER

Since the economy apparently has
reached the peak of the replacement
boom, attention is directed more and
more to the eventual level of real
estate prices after a general readjust-
ment of prices has taken place.

Real estate prices frequently are
above or below the replacement costs.
Nevertheless, over a period of years
such costs tend to establish the mar-
ket price. Consequently, the future
trend in building costs holds a key
position in the outlook for real estate
prices.

From a historical point of view,
building costs have risen significantly
even though they are subject to con-
siderable fluctuation over the course
of the general business cycle. In each
successive recession or depression,
building costs have not receded to
the low point of the preceding reces-
sion or depression.

For example, in the recession of
1920, building costs declined sharply
but remained 55 percent above the
1913 level; in the Great Depression
of the early Thirties, building costs
fell only 10 percent below the low
point of the recession in 1921. Since
1932 the costs have again risen sub-
stantially, and in April of this year
they were 112 percent above the low

® A SURVEY of residential real
estate prices was made last sum-
mer in cooperation with the Board
of Directors of the Minneapolis

oard of Realtors. This survey
was repeated recently to make the
information current.

Numerous difficulties were en-
countered in the measurement of
the rise in real estate prices.

A logical method of procedure
is the compilation of prices in a
representative sample of dwelling
units sold in 1940, a reference year,
and resold in the subsequent years
studied. With identical dwelling
units sold and resold, excluding
those on which major renovations
had been made, the average in-
crease in the price of these units
would be a reasonably accurate in-
dication of the geneml rise in real
estate prices. Since it was im-
possible to secure a sufficient num-
ber of dwelling units sold and re-
sold, ihis stmziht-fmard tech-
nique was abandoned.

Furthermore, for some purposes
the rise in the price of identical
dwelling units is not the measure-
ment desired. Interested parties,
dealers in real estate, and lending
institutions want to know the aver-
age price of the “low-priced” dwell-
ing wunits, the “medium-priced”
dwelling units, and the "high-
priced” dwelling units now on the
market as compared to those which
were actually on the market in
1940,

In 1940 it was found that 60
percent of all houses in the sample
sold for $5,000 or less. Therefore,
in each period ‘“lower - priced’
houses are defined as those in the
lowest 60 percent of all houses
sold. In other words, if the price
of each house sold was listed go-
ing from the most to the least ex-

ensive, “lowerpriced’ houses
would be the bottom 60 percent.

In 1940, houses selling for
$10,000 or over constituted the
top 6 percent in such a list. There-
fore, “higher-priced’ houses in
each period were defined as those
in the top 6 percent of the houses
sold in that period.

“Medium - priced” houses are
those whose prices fall between the
top 6 percent and the bottom 60
percent in each period.

mﬁﬂ
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point of the early Thirties, ®

However, in a dynamic economy
such as ours, it is precarious to base
an estimate of the future trend of
building costs entirely on a historical
trend. Innovations of substantial
magnitude frequently upset the cost
trend of a particular industry. New
methods of prefabrication or radical
changes in the conventional methods
of construction may greatly alter the
historical trend of costs in the build-
ing industry.

PREFABRICATION WILL CUT
COSTS ONLY MODERATELY

' Prefabrication has long been
looked upon by some observers as
the key to reduced building costs.
The prefabrication generally referred
to consists of the erection of the shell
of the house by building panels in a
factory, transporting them to the con-
struction  site, placing them on the
foundation, and bolting them to-
gether. ?

If prefabricators can reduce build-
ing costs materially, a large market
will open up for their product, Ac-
cording to numerous home builders
and real estate men, the mass market
for housing in the coming months
will develop in the price range of
$7.500 and less.

Families with an income ranging
from $2,000 to $3,000 annually will
constitute the mass market, and it
has become an established rule that
a family cannot safely invest more
than two and one-half times its an-
nual income for shelter.

Prefabrication has become an im-
portant part of the veteran's housing
program. By the end of February
the federal government had issued
11 contracts to prefabricators guar:
anteeing them a market for close to
90,000 houses for this year. Addi-
tional contracts were negotiated in
more recent months.

Some observers are of the opinion
that prefabrications this year may
reach a volume of sufficient magni-
tude so the application of mass pro-
duction techniques may reduce costs
significantly. Last year approximate-
ly 36,000 prefabricated units were
turned out. According to recent esti-

{Continued on Page 465)

o iﬂ;;rineering News Record building coat in-
dex.

5 Qe “Prefabricated Homes Approach Mass
Production TLevels” by W. C. Kilbourne of
Northwestern National Life Insurance Com-
vgr;, Prefabricated Homes, January, February,
1 i Pl b e
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BANKING

Two-Thirds of Deposit Increase to Farmers

S EVERAL significant changes have
occurred in the ownership distri-
bution of demand deposits of in-
dividuals and businesses in the Ninth
District, according to estimates from
the Federal Reserve System demand
deposit survey of February 26, 1947.
Demand deposits of individuals
have increased $246 million in this
district since the time of the survey
conducted in January 1946, and
$180 million since July 1946,
Trade deposits, however, have de-
clined $27 million since a year ago
and $77 million since last July,

Farmers’ deposits have accounted

for $160 million of the increase in
personal accounts over a year ago
and the deposits of other individuals
have accounted for the remaining $86
million gain. In January 1946, farm-
ers’ deposits were 21 percent of all
demand deposits of individuals and
businesses, and in February 1947
they reached 25 percent of the total,
changing substantially the pattern of
ownership.

The relatively great importance of
personal accounts, especially of farm-
ers’ accounts in the Ninth District,
is shown in Table 1. Nationally, at
the time of the February 1947 survey,

TABLE 1
Ownership of Demand Deposits of Individuals, Partnerships,

and Corporations in 9th District Compared
to the United States, February 26, 1947

(Estimates in Millions of Dollars)

Type of Holder O Amount % Total
Oth Distriet IJ. 3. 9“I Dlstrlcl U. 8.
Non-financial business .......... 15 835.1 $37 242.9 35 48
anufacturmg and mmmg Sl Ay 16,045.1 10 21
Public utilities .. 1051 4.233.7 4 5
rdge sl 379.8 12,487.7 16 16,
Other nonsfnancial Business . 111.7 4,476.3 5 6
Pinancial busineps G R AT 127.8 6,543.5 5 9
Insurance companies .............l.. 45.6 2,073.1 2 3
Other financial busmess ..... 82.2 4.470.4 3 6
Todiadizdla il L T N 1,301.8 28.852.3 55 a7
Farmers ... 595.0 6,725.5 25 9
(b e L L S T06.8 291273 30 28
"t funde L 19.7 1,686.9 1 2
Nonprofit Associations ... 87.6 2.721.4 4 3
Poreigriers oo piio i nn i s 1.8 T71.1 0 1
Tbtal i U e e e R e B

o 23?38

$77,812.2 100

1
=]

farmers’ accounts made up 9 per-
cent of the total and individuals as
a whole only 37 percent. This com-
pares with the Ninth District figure
of 25 percent of these deposits ac-
counted for by farmers and 55 per-
cent by personal accounts in general.

The increase in farmers' deposits
during this period, especially notice-

DEMAND DEPOSITS HELD BY DIFFERENT TYPES OF BUSINESSES
IN ALL NINTH DISTRICT BANKS
(In Million Dollars)
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able in the Ninth District, has been
due presumably to the great increase
in farm income during the past year.
While cash farm income in the
United States rose 32 percent be-
tween January 1946 and January
1947, the increase was even greater
——59 percent—in the Ninth District
for the corresponding period.

Although the distribution of de-
posits was not altered to any great
degree for most other types of busi-
ness in the Ninth District, the de-
mand deposits of trade concerns did
rise from $407 million in January
1946 to $457 million in July 1946,
only to experience a heavy decline to
$380 million by February of this
year.

Retail and wholesale trade de-

URVEY reveals farmers’ de-
mand balances up $160 mil-
lion, others $86 million.

Rise in inventories explains
drop in demand deposits of
frade concerns.

Relative increase in total de-
mand deposits of individuals
and businesses since July 1946
was larger than in most other
districts.

Bank loans decline $4 million
in May, reversing recent trend.
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posits therefore showed a rise in the
January-July period in 1946, but
they have since, in the July-February
1947 period, dropped to a level be-
low that of a year ago. In January
1946, the deposits of trade concerns
amounted to 19 percent of the total
deposits and in February 1947, this
percentage was only 16.

Department store statistics for the
Ninth District show that sales in-
creased from an index of 212 in Janu-
ary 1946, to 261 in February 1947,
while stocks showed a much larger
gain in the year’s period, rising from
166 to 276. This rapid rise in in-
ventories probably supplies the ma-
jor clue as to why the deposits of
trade concerns have contracted so
sharply in the past six months.

Deposits of both financial busi-
nesses and non-financial businesses as
a whole declined $5 million and $70
million respectively from July 1946,
to February 1947, in the Ninth Dis-
trict, but these declines are not re-
vealed in an annual comparison of
surveys as is shown in Table II.

The decrease in financial and non-
financial business deposits since July
1946 in the Ninth District was more
than offset by the gain in individual
deposits, and the total demand de-
posits of individuals and businesses
have risen $98 million, or 4.3 percent
since July 1946, and 13 percent since
a year ago.

The relative increase in total de-
mand deposits of individuals and
businesses since July 1946, was larger
in the Ninth District than in most
other districts and can be largely at-
tributed to the growth of farmers'
deposits in this region during the
past year.

RISING TREND OF
BANK LOANS HALTED

During May the most striking
banking development in the Ninth
District was the modest decline in
member bank loans and discounts.
This, for the time being, brought to
a halt the rising tide of bank loans
which began to swell about the mid-
dle of 1946 and continued through
the first quarter of 1947.

The monthly rate of loan expan-
sion earlier this year reached a peak
of $22 million in March, leveled off
in April with only a $2 million in-
crease, and declined $4 million in
May.

The decline is entirely accounted

TABLE Il

Ownership of Demand Deposits of Individuals, Parinerships,
and Corporations in All Ninth District Banks.

Change Change

Rape uh Kinkiee Jan. '46 July 46 Feb, 47 b, a7 %
Non-financial business.........$ 8274 § 9046 . § 8351  + % e ARRHEE 50 5 5
Manufacturing and mining 212.2 246.6 2= s T e o S S e
Public Utilities ...ooiicieeee . '112.8 100.8 105.1 e e BRI 4.3
Tiracdell e lae il Al e QT 457.2 3798 e A4 e T A
Other non-financial business 95.2 100.0 0 1 Sl o G U, SIS e & 0
Financial business ..o 1130 132.4 1278 TR 46
Insurance COMPANies ...i...... 33.9 42.2 45.6 E G By By B e 3.4
Other financial business...... 79.1 90.2 - i S S v MRS el W)
Individuals Ll e e 10559 1,122:1 1,301.8 -+ 245.9 4 179.7
Farmers .... L 4349 490.0 595.0 | H-0160:1 -+ 105.0
QOthers ...... i 621.0 632.1 7068 - 858 Wity s i
Trust Hands Ll SR 18.8 33.4 19.7 ; BT & |
Non-profit Associations ........ 89.8 82.8 T Y e e L
Foreigners: Lol alo s Ll B y ) e Gt Sy i SRRSO G &
Al e g S a6 §2,37 308 ik DERILIN A 97.8

Assets and Liabilities of All Ninth District Member Banks*

(In Million Dollars)

May 28, 1947 April 30, 1947 Chonge
Assets
Loans and Discounts $ 639 $ 643 $i-—lg
1J. 8. Government Obligations 1,799 1,811 s
Other Securities ... ol L sl ol 156 157 el
Cash due from banks . 166 GBI
Oither: Ansete il ool s 30 24 + 6
Total Amsels | ool s $3,390 $3,401 o) & |
Liabilities and Capital
Due to banks................... 322 337 ] g
War Loan Deposits 59 73 — 14
Other Demand Deposits . 1,901 1,888 4+ 13
Total Demand Deposits $2,298 i)
Time DepPOoSits wiiiuamssebaiasileseiboiaicduiumsnnnarsassinis 900 + 1
Total Deposits bl il Ll $3,198 pen ikl
Borrowings from Federal Reserve Bank ... 1 2 o |
Other Liabilities s 16 13 413
Capital Bunds i ciidiinans aoilaid 190 188 412
Total Liabilities and Capital.. ... $3,390 $3,401 ri Lk

* This table iz in part estimated. Data for
loans and discounts, U. 8. Government obliga-
tions, and other securities are obtained by re-
ports directly from the member banks. Re-
serve balances, cash items, and data on deposits
are largely taken from the semi-monthly report
which member banks make to the Federal Re-
serve Bank for the purpose of computing re-

serves. Data for borrowings from the Federal
Reserve Bank are taken directly from the
books of the Federal Reserve Bank, The item
“other liabilities,”" which may inelude some
borrowings by banks from other banks, is
largely estimated. Capital funds, other assets,
and total assets and lisbilities are extrapolated
from call report data,

for by a reduction in commercial, in-
dustrial, and agricultural loans at the
larger weekly reporting banks, which
were reduced by $10 million during
the month. It is therefore evident
that loans at country member banks,
together with real estate loans and
consumer loans at all banks, have
been continuing to rise.

Nevertheless it is not entirely with-
out significance that May witnessed
at least a temporary cessation of a
rate of bank loan expansion equal

to that which occurred during the
more buoyant part of the boom prior
to 1920.

The cash redemption of $600 mil-
lion of United States Treasury bills
did bring some pressure to bear on
the reserve position of member banks.
Since these bills are held largely by
Federal Reserve banks, the use of
war loan balances to redeem bills
results in a corresponding reduction
in member bank reserves.

(Continued on Page 469)
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BUSINESS

Peak Business Volume Covers Readjusiments

THE much-discussed, prospective
business recession, so prevalent in
present analysis of economic condi-
tions, has had only a moderate effect,
if any, on the Ninth District economy.
Economic distress growing out of
unemployment and business failures
has yet to appear.

The dollar volume of business
transacted in this district has possibly
contracted since the first of the year,
if the trend of bank debits is an ac-
curate indicator. For the most part,
they are checks drawn against de-
positors’ accounts and thus, except
in financial districts, represent largely
the payments made for goods, serv-
ices, debts, etc.

They do, however, include the
transfer of some funds which have
no significance in the measurement
of general business activity, making
necessary considerable caution about
conclusions based on bank debits
information done.

In January of this year, bank
debits in this district reached a peak
of 214 percent above the 1935 to
1939 average with an adjustment
for the usual seasonal variation. Since
that time the volume of debits has
declined noticeably, In April the ad-
justed index was 14 points below the
January peak.

In May a small rise again occurred.
However, this rise, for the most part,
may have reflected the greatly in-
creased withdrawal of war loan de-
posit accounts from commercial
banks by the U. S. Treasury rather
than a rise in general business
activity.

Department store sales have not
followed a definite downward trend
as have bank debits. In March the
sales in this district reached a peak
of 179 percent above the 1933 to
1939 average with an adjustment for
the usual seasonal variation. In April
the adjusted index dropped 22 points,
which appeared to be the beginning
of a decline, but in May the index
again rose to within 7 points of the
March peak. The decline in sales
since the peak was reached in March
has been more pronounced in the
smaller cities and towns of the dis-
trict than in the larger cities.

The dollar volume of stocks held

by department stores in this district
has leveled off. The almost steady
rise in stocks came to an end at the
beginning of the year. For the end
of April, the adjusted index was
287, or about 186 percent above the
pre-war average, Preliminary figures
for May indicate that the adjusted
index has dropped 15 points,

Qutstanding orders held by depart-
ment stores in this district have con-
tracted sharply since June 1946. In
that month the volume of orders
totaled over 31/ times the volume of
monthly sales. In April, the amount
of orders fell below the amount of
monthly sales.

RISE IN UNEMPLOYMENT
IN DISTRICT NEGLIGIBLE

Employment in manufacturing es-
tablishments 1s more sensitive to
:hanges in general business conditions
than employment in other types of
concerns.

In the four states wholly within
this district, manufacturing employ-
ment reached a peak in November of
last year. A small decline during
the winter months was attributed to
usual slack conditions. During the
spring, however, such employment
continued to contract slowly. The
employment in March was approxi-
mately 1,500 less than in Febraury.

In more recent months, the de-
cline in manufacturing employment
has been confined almost entirely to
Minnesota, where most of the manu-
facturing in this district is concen-
trated. In April, employment in Min-
nesota concerns declined by 2,650
and in May by 1,600. In the past
three months employment in manu-

OLLAR volume of business
transacted has declined,
bank debits indicate.

May department store sales,
down moderately from March
peak, up over April.

Volume of outstanding orders
has declined.

Manufacturing employment
decline appears offset by ex-
pansion in other lines.

Small number of new “starts’’
in construction foreshadows pos-
sibility of less activity in coming
months.

facturing concerns in this state has
dropped by 6,000.

The decline in manufacturing em-
ployment is only in part traced to a
decrease in consumer demand.
Wholesalers and jobbers have re-
duced their orders for some high-
priced items. This has resulted from
both a liquidation of inventories as
well as a decline in consumer pur-
chases.

Some manufacturers have traced
the decline in the demand for their
products to bottlenecks in other in-
dustries. This is especially true in
the electrical equipment field. There
has been no evidence of a slackening
in the consumer demand for these
products.

Even though manufacturing em-
ployment has contracted during the
past several months, the rise in un-
employment has been negligible in
the district. Some labor has migrated
from the urban centers to the smaller

Northwest Business Indexes
Adjusted for Seasonal Variations — 1935-1939 = 100

T T
Bank Debits—93 Cities 273 265 225 201
Bank Debits—Farming Centers................. 320 334 260 207
City Department Store Sales........... i 289 273 263 182
Country Department Store Sales... . 296P 241 240 159
City Department Store Stocks............... 246P 282 191 168
Country Department Store Stocks. e 291P 291 196 179
Country Lumber Sales........... . 13%P 152 148 100
Miscellaneous Carloadings ................. 130 133 112 120
Total Carloadings (excl. g]vﬁsc.). ...... 146 141 96 145
Farm Prices (Minn. unadj.)........lo ... 247 254 190 180

P—Preliminary,
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communities and especially to the
resort region.

A substantial number of the older
men and women are retiring from
the labor market and numerous

factory workers have secured em-

ployment in other establishments.
For example, employment in con-
struction in Minnesota increased by
9.8 percent.

NO BUILDING BOOM

In spite of the rise in construction
employment, the building boom en-
visaged for this year apparently is
not living up to early expectations.
The number of new units started has
been only a fraction of the number
started a year ago. As compared with
the corresponding months of a year
ago, the wvaluation of building per-
mits has ranged from 76 percent less
in February to 20 percent less in
April. In May the total valuation
was about equal to the total in May,
1946.

The valuation of contracts awarded
for all types of building as compiled
by the F. W. Dodge Corporation re-
flect a similar trend. The total valua-
tion for the first five .nonths was
consistently below that of a year
ago. In May the valuation totaled 22
percent less than in May, 1946.

Residential construction at the pres-
ent time is concentrated on the com-
pletion of units started last year or
during the winter months, The num-
ber of new units started is decidedly
less than last year. The valuation of
contracts awarded for residential con-
struction for the first five months

Sales at Ninth District Department Stores'

% May 1947 % Jan.-May 1647 st 42 Kb
of Mg 1946 of J:: Ng 1945 Inerease Sl Decrease

Total District . 110 113 219 47
Mpls., St. Paul, Dul.- Sup IIEATE (v 112 18 4
Country Stores 112 115 201 43
Minnesota ...... 111 113 55 15
Central . 93 102 3 4
Northeastern .ol 112 107 6 0

Red River Valley 103 113 2 2
South Central . et 118 119 13 4
Southeastern ... Aty . 120 12 1
Southwestern ...l 109 112 19 .
Montana 112 116 25 8
Mountains 111 116 7 4
Plains 113 117 18 4
North: Dialoota i iy 111 117 39 9
North Central ... 105 116 7 2
Northwestern ...... 102 112 s 1

Red River Valley... 124 124 15 1
Southeastern ..... .99 111 10 5
Southwestern ... L1087 (3) 53

Red River Valley‘an &N 121 122 17 3
South Dakota ........... 106 112 18 9
Southeastern ... L2108 114 12 2
Other Bastern' il GGG 103 110 19 6
Western 111 110 £) 1
Wisconsin and Michigan................. 119 118 44 2
Northern Wisconsin ... 122 116 10 0
West Central Wisconsin.............. 123 119 30 0
Upper Peninsula Michigan......... 103 110 4 2

"Percentages are based on dollar volume of sales.

*May, 1947, compared with May, 1946.
*Not shown, but included in totals.

Insufficient number reporting.

averaged 30 percent less than for
the same period in 1946. Even though
the valuation increased during the
spring months, the increase has been
much less than a year ago.

Even though general business ac-
tivity in the Ninth District has at
least for the time being reached a
plateau, the economy of this district,
nevertheless, is still in a prosperous
condition and operating at very high
levels.

Department Store Sales

by Cities

\ Peroant

Percent One  1935- 1930

Year Average
May Jan.-May May
Minneapolis ... 107109, <2178
St Pauli b oil g 114 118 266

Duluth-Superior ........117 112

La Crosse ................124 117 263
Mankato ... 111 113 240
St oud G 99 107 321

URBAN REALTY PRICES
DISPLAY SPOTTY RISE
(Continued from Page 461)

mates, approximately 60,000 or 70,
000 units may be turned out this
year.

When both the automobile and
aircraft industries reached an output

of 50,000 units they had reached a

critical point; the application of mass
production techniques materially re-
duced costs. On the basis of this
parallel drawn with other mass pro-
duction industries, prefabricators
may be close to the brink of sub-
stantial reductions in their costs.

A further examination of the de-
velopment of prefabrication, how:
ever, reveals obstacles which were
not present in the automobile or air-

craft industries,

According to some observers, a
revolutionary reduction in prefabri-
cation costs cannot be made with the
use of conventional building mate-
rials. These materials limit the aver-
age prefabricator to a market radius
from 200 to 300 miles from the fac-
tory. The use of lightweight mate-
rials, especially plastics, will greatly
extend this market radius, making
possible a larger volume and the ap-
plication of mass production tech-
niques.

However, since a new house in
many instances constitutes a lifetime
investment, the general public is very
conservative in accepting new con-
struction materials. Consequently,

prefabricators may find it necessary,

if they have not already provided for
it, to launch an advertising and sell-
ing campaign extending over several
years to overcome the public’s prej-
udice against the use of new mate-
rials.

The building cycle also hinders -
the prefabricators in the adoption of
mass production techniques. The
building industry is subject to larger
swings in the cycle than any other
industry. Since the construction of
houses involves the outlay of a large
sum of money, home building is
highly concentrated into periods
when the public is confident of the
future.

Even though prefabricators might
materially reduce building costs, they

(Continued on Page 467)
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Farming Picture Continues Bright

CROP prospects for the district as
a whole continue favorable. Wet
and cold weather retarded crop de-
velopment in late May and early
June, but the weather has been most-
ly favorable since mid-June.

Unusually favorable soil moisture
conditions plus the cool weather have
been important in establishing an ex-
ceptionally strong root development
in small grain crops. Some private
reports indicate that only unusually
bad weather conditions in July and
August will prevent a record 'grain
harvest, although these were made
prior to recent adverse weather de-
velopments.

A wheat crop of nearly 170 mil-
lion bushels has been forecast for
North Dakota. If such a crop ma-
terializes it will be the largest on
record for the state, and it will ex-
ceed the previous peak of 159 mil-
lion bushels produced in 1915 by 10
million bushels.

It would be 21 percent larger than
last year’s crop and 60 percent larger
than the average production for the
10-year period, 1936-45. !

In South Dakota, crop prospects
are again excellent in spite of the
cold, wet and late planting season.
It is now apparent that freezing and
near-freezing temperatures in late
May did little damage to the grain
crops.

The largest winter wheat crop on
record is indicated for South Dakota
this year, although total spring and
winter wheat may not quite equal
last year’s record production.

In Minnesota and Wisconsin, crop
prospects are improving daily. The
season is, of course, late, and grain
crops may be filling at a time when
temperatures are high. If growing
conditions continue favorable, how-
ever, crop production may exceed
earlier expectations.

Most small grain acreage is now
planted to improved rust and disease-
resistant varieties, which will be an
important factor in yield prospects.

Crop reports from Montana in-
dicated a spotty condition. The east
end of the state apparently is in
better condition than is true just east
of the Rockies.

Range and pasture conditions have
definitely improved. Development

was extremely slow this year. Range

feed conditions are now reported
good to excellent in the Dakotas and
throughout most sections of Montana.

PRICES OF FARM PRODUCTS
HOLD AT HIGH LEVEL

There is an unprecedented inter-
est in prices of farm products. Un-
fortunately, there is a growing feel-
ing, particularly in the industrial
centers, that food prices are out of
line with past relationships.

It is true, of course, that the in-
crease in farm prices, percentage-
wise, has been larger than it has
for industrial products. Farm prices
have almost tripled from pre-war
levels. It is also true that the farmer
has been fortunate in being able to
expand production at a time of rec
ord domestic and foreign demand for
his products.

It should not be forgotten, how-
ever, that during much of the inter-
war period farm product prices were
low relative to other prices and the
pre-war period is therefore a low
base for comparison. It should also
be remembered that the farmer has
no assurance that the present demand
situation will last much longer,

Prices received by farmers in
April were down slightly from the
March peak. Seasonally lower prices
for dairy products and a decline in
prices of some oil bearing crops were
sufficient to pull the average down
to 272 percent of the base period,
1909-14. In March the all-time high
was 280 percent. Farm prices in 1939
averaged only 95 percent of the base
period.

Normally, domestic demand is the
most important factor in the general
level of farm prices. During the war
and currently, foreign demand has
greatly influenced prices, and may
continue to do so for some months.

It is reasonably certain that foreign
demand for American food products
will continue strong during the rest
of 1947. Foreign food production
prospects are not too bright this
year, and apparently it is the Admin-
istration’s policy to make food avail-
able to needy people to the limit of

RECORD wheat production a
possibility.
Prices of farm products are
being maintained at near-record
levels.

Cash farm income is up 34%
from previous years.

our ability for the next several
months at least.

Eventually, however, foreign ag-
ricultural production will recuperate,
It is also questionable how much
longer dollar exchange will be avail-
able to the importing countries or
how much of it they may continue to
use for food purchases from the
United States.

The domestic business situation is,
of course, the most important factor
in the demand for farm product
prices, There is a close relationship
between the two. Right now there
are both inflationary and deflationary
forces at work. These have been dis-
cussed in more detail elsewhere in
the pages of this Review, but it may
be worthwhile briefly to enumerate
them here *

On the inflationary side are such
influences as the large amount of
cash and credit available, wage in-
creases, almost full employment, and
short supplies of many hard goods.

However, there also are certain
deflationary forces that may become
increasingly important. Government
is taxing more heavily than it is
spending. The prices of some prod-
ucts are out of line with what con-
sumers apparently considered normal,

This does not mean that prices will
necessarily return to pre-war rela-
tionships. Cost and supply relation-
ships may have changed. In general,
however, the period of transition is
apparently about at an end. Larger
and larger supplies of goods are be-
coming available. Inventories have
increased. Some prices of the so-
called soft line of goods have tended
to weaken,

These deflationary forces are not
without interest to farmers since, if
business activity declines, generally

*See Monthly Review, January, 1947, and
Business Section each month.
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a falling demand for farm products
is the result. In such periods farm
prices have always declined more
sharply than have most other prices!

FIRST QUARTER CASH
FARM INCOME UP THIRD

District cash farm income con’
tinues to climb to further unprece
dented heights. Since the first of
the year, farm income has averaged
about a third larger than the same
period last year.

The sharp increase in cash farm
income is almost entirely a reflection
of higher prices for farm products,
which currently average at least a
third higher than in early 1946.

Production of farm products has
also been maintained at near peak
levels, which contributes along with
excellent prices to sustain total cash
farm income.

There are indications, however,
that farmers in the district have been
marketing their stored grain much
more rapidly than usual in recent
months. Stocks of wheat, corn, oats,
barley, and rye on April 1 were all
less compared with a year earlier.
Wheat stocks on district farms on
April 1 were sharply reduced from
last year and were below the April
1, 1936-45 average.

In view of the fact that crop pro-
duction last year was a near record,
or about 50 percent larger than a
recent 10-year average, it might be
that a larger than usual proportion
of last year’s crop has already been

Average Prices Received By Farmers'

Ninth Distriet ———— Parity Prices 2
‘May 15, May i85, May I5, United States
commodity and Unit 1937-194) Ava. 1946 17 May {5, 1847
Crops
Miheat) bushel Lol s $0.80 $1.65 $2.33 $2.02
Corn, bushel ... AV 1) 1.20 143 1.47
Qats, bushel ... .30 3 B2 914
Fatatosebiihrebi i uabien Iy 64 1.22 1.31 1.69
Livestock and Livestock Products
Hoga 100 0s i e il s e 14.05 23,04 16.60
Beet Cattle, 100 1bs... il 0 13.29 18.30 12.40
Veal Calves, 100 Ibs. 8.33 13.55 20,67 15.50
Lambs, 100 '1bs,;.. 8.20 13.75 18.81 13,50
NWoal, th: Ll 27 43 .40 419
Milk, wholesale, 1001 1.45 2.9 3.21 3.29
Butterfat, Ib. il in .29 54 66 AR
Chickens; live, b 128 213 229 261
Eggs, dozen 156 311 1304 423

iata compiled from “Agricultural Prices’ United States Department of Agriculture. i
“The term parity as applied to the price of an agrienltural commodity is that price which will
zive to the commodity a purchasing power equivalent to the average purchasing power of the

commodity in the basge period, 1010-1814. i

January-March Cash Farm Income’
(Thousands of Dallars)

19351939

1847 in Per-

State Average Isﬂ_ 1947 ‘cent of 1946
Minnesota L. 0 g 6843 $ 212,785 $ 287,442 135%
North Dakota .. 17,388 | 78,7184 101,387 129
South Dakota .. 23,345 108,143 144,068 133
Montana ... LR 12,874 41,320 53,912 £ B
NIt EY st oe® il S 148,196 486,502 652,331 134
United States ..ot 1,680,482 4,486,000 5,840,000 130

iData from '‘The Farm Income Situation,” United States Depnrtrﬁent of Agriculture,
STneludes 15 counties in Michigan and 26 counties in Wisconsin.

marketed.  If this is true, farm re-
ceipts just prior to new-crop market-
ings may decline more than might
be indicated by the farm price level.

Higher cash farm income does not
necessarily mean the farmer is bank-
ing a larger net income. Costs of
farming have also increased sharply

from a year eatlier.

Prices paid by farmers on May 15
were 229 percent of the 1909-14 base
period. A year earlier they were at
185, In other words, costs of farm-
ing are up 24 percent. The farmer’s
net income, therefore, may have in-
creased only slightly from 1946 levels.

URBAN REALTY PRICES
DISPLAY SPOTTY RISE
(Continued from Page 465)

could at best only moderate the am-
plitude of the cycle. Thus, prefabri-
cators with a substantial amount of
capital tied up in plant and equip-
ment must be prepared to weather
slack building seasons or develop
plans to maintain a market during
such periods.

Prior to the war, prefabricators did
not offer serious competition to the
conventional building contractors.
The cost per cubic foot was higher
for practically all prefabricated
houses of comparable quality than
those built in the conventional way,

Since the shell of the house con-

stitutes only about 40 percent of the
total cost of a completed house, some
prefabricators since the war have
processed more items which go into
a house in an endeavyor to pull down
their costs. Some have included a
complete line of plumbing, heating,
and electric wiring. These materials
are pre-cut in the factory, reducing
the cost of installation.

On the basis of all the evidence
available, prefabricated housing costs,
most likely, will decline gradually
during the next few years. No revo:
lutionary changes in design or costs
are anticipated during the present
building boom. Consequently, pre-
fabrication may not pull costs away
from the historically rising trend;

CHANGES IN CONVENTIONAL
METHODS REDUCE COSTS

In the conventional method of
home construction, some changes re-
sulting in lower cost are also taking
place. Some contractors are increas-
ing the scope of their operations to
eliminate 'subcontracting. Subcon-
tracting, some observers estimate,
adds from 10 to 15 percent to the
total cost of a house.

Some building contractors now
have their own excavating machin-
ery, operate their own cement block
plant, preccut the materials with
power machinery in their shop, and
do their own landscaping. This has
resulted in a considerable saving in
on-site construction costs.
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Prefabrication has also become a
part of the conventional method of
construction. More of the small units
which are a part of every house are
built in factories, For example, win-
dow frames are now manufactured
as a unit; that is, the frame, sash,
storm window and screen are made
a5 a unit. The contractor buys the
unit from the factory and sets it in
the frame of the structure. Kitchen
equipment, cupboards, and stairways
are now factory built, and flooring is
sanded and treated before it is laid,

Some architects and contractors are
of the opinion that the prefabrication
of the small units which are a part
of every house may eventually re-
sult in a greater reduction in building
costs than the prefabrication of the
shell of the house.

According to the postwar develop-
ments in the building industry, costs
very likely will fall from the present
high level. The output per construc-
tion worker will rise with an even
flow of materials to the construction
site. As competition returns to the
industry, the profits of building mate-
rial manufacturers and of contractors
will decline to the pre-war margin.

While these factors will reduce
costs, the public’s demand for houses
with all the modern comforts and
conveniences plus some individuality
of design will tend to raise total costs.
Consequently, future building costs
may not deviate noticeably from the
historical trend of rising costs.

LOANS ON URBAN REAL
ESTATE EXPAND RAPIDLY

Financial institutions engaged in
mortgage lending have a vital in-
terest in the trend of real estate
prices, and, therefore, indirectly in
the trend of building costs.

During a period of rising real
estate prices, individuals holding such
property as an investment tend to
sell their holdings. With uncon:
trolled real estate prices, on the one
hand, and rent controls, on the other,
real estate owners have had an un-
usually favorable market for dispos-
ing of their properties. The growing
shortage of dwelling units increased
the number of purchasers of resi-
dential property, for many families
were forced to purchase homes in
order to secure shelter.

As a result of the sale of real estate
held as an investment, the investor's

money in such property has been re-
placed by money loaned on mort-
gages. In 1946 the urban real estate
debt in the United States increased
faster than in any other year on
record. The amount of non-farm
mortgages recorded last year totaled
$10.4 billion as compared with $5.6
billion in 1945 and $3.5 billion in
1939.* As a result of this rise in
real estate loans, the urban mortgage
debt is now over $35 billion.

The urban mortgage debt in the
Ninth District has followed closely
the national trend. In the four states
wholly within this district, commer-
cial banks at the end of 1946 held
$172 million of real estate loans se-
cured by residential property as com-
pared with $58 million at the end of
1940.

Average Non-Farm Mortgage
Recorded by Banks in 9th
District and in U. S. in
1946, 1945, and 1940

1946 1945 1940
Minnesota .......... $3,773 $3.313 0 $2.213
Montana ... 4,147 3309 2.935
North Dakota ... 2,344 2221 1,676
South Dakota ... 2,390 2,091 1,883
United States ... 4,444 3,742 3253

‘Figures for 1946 cover only the first six
months.

Source: This information was prepared by
the Real Estate Finance Department of the
American Bankers Association from data
secured from the Federal Home Loan Bank
Administration,

The average size* non-farm mort
gage of $20,000 or less recorded by
banks in 1945 and in the first six
months of 1946 was significantly
larger than in 1940 as a result of the
rise in real estate prices, as may be
observed in the accompanying table.

The average size non-farm mort-
gage recorded by banks in Minnesota
in the first six months of 1946 was
70 percent larger than in 1940: in
Montana the average size was 41 per-
cent larger; in North Dakota, 40 per-
cent larger; and in South Dakota
27 percent larger,

In the United States as a whole,
the average size non-farm mortgage
recorded by banks in the first six

*Arithmetic average of all mortgages re-
corded by eommercial banks.

‘Information on non-farm mortgage record-
ings Is taken from the Federal Home Loan
Bank Review,

months of 1946 was 36 percent larger
than in 1940.

Commercial banks in the nation
recorded approximately one-fourth
of the non-farm mortgages recorded
in recent years. During the past year,
banks have increased their propor-
tion of the total recordings. Where:
as in 1945 banks loaned 19 percent
of the total amount of non-farm
mortgages recorded, during the lat-
ter half of 1946 they loaned 27 per-
cent of the total.

In this district, commercial banks
in Montana and in North Dakota
increased their proportionate hold-
ings by a comparable percentage. In
Minnesota and in South Dakota no
proportionate increase has taken
place.

Savings and loan associations hold
the larger share of non-farm real
estate loans. In this district these as-
sociations have extended a larger
proportion of the total credit than in
the nation as a whole.

In North Dakota they recorded 50
percent of the total amount of non-
farm mortgages recorded in recent
years. In Minnesota and in South
Dakota the proportion is close to 40
percent of the total, and in Montana
the proportion is approximately one-
third of the total, which is com-
parable to the national average.

The other lending institutions, in-
surance companies and mutual sav-
ings banks, hold a relatively small
proportion of the urban mortgage
debt. Both institutions in the United
States hold roughly 5 percent of the
amount of non-farm mortgages re-
corded in recent years. Of the non-
farm mortgages recorded in this dis-
trict, insurance companies hold ap-
proximately the same proportion of
the total.

With only one mutual savings
bank in the district, the proportion
held by this type of institution is
obviously decidedly less than in the
nation.

The larger amount loaned on resi-
dential property undoubtedly reflects
the competition among lending insti-
tutions, as well as a belief that real
estate values in the next recession or
depression will not recede to those
of the preceding one.

—Oscar F. Litterer.
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National Summary of Business

0 UTPUT and employment at factories

showed further slight declines in
May, although employment in the econ-
omy as a whole increased seasonally. Value
of retail trade in May and the early part
of June was at earlier record levels. The
general index of wholesale prices ad-
vanced slightly after the early part of
May, with widely varying changes for in-
dividual commodities.

INDUSTRIAL PRODUCTION—Pro-
duction of manufactured goods showed a
further slight decline in May, while out-
put of minerals increased considerably,
and the Board's preliminary seasonally
adjusted index of industrial production was
maintained at the April rate of 186 per-
cent of the 1935-39 average.

Activity in durable goods industries in
May was somewhat below the April rate,
reflecting small decreases in most lines,
Steel production increased, however, and
was at the highest level since May, 1945.
Activity at electrical machinery plants de-
clined somewhat further in May, and out-
put of passenger cars and trucks was cur-
tailed about 11 percent, mainly because
of a shortage of steel sheets. Automobile
production increased in the first three
weeks of June but remained below the
April rate. Non-ferrous metal fabricating
activity declined somewhat further in May;
and output of most building materials
continued to show a smaller increase than
is usual at this season.

Production of non-durable goods, as
measured by the Board’s index, continued
to decline in May, Output at cotton and
most wool textile mills declined further.

COMPILED BY THE BOARD OF
GOVERNORS OF THE FEDERAL
RESERVE SYSTEM, JUNE 27, 1947

Cotton consumption in May was about
10 percent below the peak rate reached
last November and apparel wool con-
sumption has been reduced by a larger
amount, Output at wool carpet and rayon
fabric mills, on the other hand, increased
in that period. Production of most manu-
factured food products declined somewhat
in May after allowance for usual seasonal
changes. Activity in rubber products in-
dustries continued to be curtailed. Out-
put of paperboard, however, rose to a
new record rate, which was 84 percent
above the 1935-39 average. Production
of most other non-durable goods showed
little change or declined slightly.

Output of minerals rose 7 percent in
May, reflecting a substantial gain in fuels
production to the highest rate on rec
ord. Qutput of coal advanced sharply after
declining in April because of work stop-
pages early in that month, and output
of crude petroleum advanced further to a
new peak rate.

EMPLOYMENT-—Manufacturing  em-
ployment continued to decline somewhat
in’' May, owing mainly to production cur-
tailments in varfous industries, while em-
ployment in most other types of non-
agricultural establishments increased some-
what. The number of persons unemployed
in May declined to about 2 million from
a level of about 2.4 million during the
first four months of this year.

Conditions

DISTRIBUTION — Department store
sales increased in May and the Board’s
seasonally adjusted index rose from a level
of about 275 in March and April to 290
percent of the 1935-39 average, equal
ing the all-time high reached in August
1946. Sales in the first two weeks of June
continued at the high May level,

COMMODITY PRICES—The general
level of wholesale prices increased slightly
from the beginning of May to the third
week of June, reflecting chiefly increases
in prices of cotton, corn, cattle, and beef.
Prices of wheat, flour, and vegetable oils
declined further, :

Crude rubber prices dropped from 2%
cents per pound to 14 cents, which is 3
cents lower than the price prevailing at
the outbreak of war in 1939, Prices of
various other industrial materials showed
further declines, but some items like hides,
coke, and steel scrap increased. Prices of
automobile tires and soap were reduced,
while prices of most other manufactured
goods continued to show little change,

TREASURY FINANCE AND BANK
CREDIT-During May and the first three
weeks of June, reserve funds were sup-
plied by a substantial gold inflow and by
a decline in foreign deposits at Reserve
banks. As a result, member bank reserve
balances increased and Reserve bank hold-
ings of Government securities declined
further. Treasury debt retirement con-
tinued in May and June with redemption
for ‘cash of a part of certain bill issues
and $1 billion of certificates maturing
June 1.

BANKING

To meet this pressure on reserves,
some United States Treasury bills
were sold to the Federal Reserve
banks on repurchase option, some
securities were purchased in the open
market by the Federal Reserve Sys-
tem, and in individual cases some
banks borrowed substantially during
the month from the Federal Reserve
Bank.

The weekly reporting member
banks alone during the week ending
May 21 had borrowed an aggregate
of $7 million from the Federal Re-
serve Bank. ;

Deposits of member banks during
the month declined by $16 million.
Deposits due to other banks and war
loan accounts declined $29 million,
but this was partly offset by a rise
in other demand deposits of $13 mil-
lion. An increase of $1 million in
time deposits resulted in a net total
deposit decline of member banks in
this district of $15 million duting
the month.

This deposit decline was general
throughout the district. Only mem-
ber banks in the Upper Peninsula
of Michigan registered a pain,

(Cont. from Page 463)

Assets and Liabilities of Twenty Reporting Banks
(In Million Dollars)

Juno 11, 1947 May (4, 1947 Changs
Assets
Commercial, Industrial and

Agriculural iEoane el LI $201 3o s
Real Estate Loans.i........... 46 g S |
Loans on Securities .............. b {2 A T L
Other Loans .. 82 4+ 3

otalLoans: 0 Gl ot ol alini s $§ 348 $— 4
Total U. 8. Government Securities.........__... 1701 705 s
Other Investments . LR 61 60 -
Cash 'and due from/ banks..... il i 424 411 i |
Miscellaneous Assets 17 16 +

Total Assets .......... 81,547 $1,540 N
Liabilities :

Demand Deposits, Individual,

Partnership, Corporation ... 740 730 + 10
Demand Deposits, United States Government.. 8 31 g0
Diye totather Bankd it il el b i 297 288 + 9
Exehier Depoaits L0 gkl sl YT 183 378 + 5

Total Deporite | LGS G111 498 $1,427 {1 g |
Borrowings 12 it 4.6
Miscellaneous Li H 12 ! b e R e e
Capital Funds ........... RIS e R 95 QY R

Total Liabilities and Capital........c......... $1,547 $1,540 2y
Excess Reserves ........

10 7 + 3




