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BANK DEPOSITS AND BANK CREDIT CLIMB;
HOUSING INDUSTRY SHOWS IMPROVEMENT;
CATTLE MARKE~TINCSINCREASE

District banks recorded unusually sharp increases in total deposits

and total credit (loans and investments) during July. The bulk of the rise in

total credit was accounted for by U.S. government securities reflecting, primarily,

substantial purchases by both city and country banks of newly issued tax anti-

cipation bills maturing in March and April 1968. These bills were especially

attractive to commercial banks because payment could be made by crediting the

U.S. government deposit account for the full amount of the purchase--a procedure

which, in effect, serves to increase the yield to banks relative to other

investors.

Loan demand strengthened somewhat in July following two months of below

seasonal growth in May and June. The July advance was especially noticeable at

city banks where the recent softness in district loan demand had centered. The
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demand for loans at country banks which was very heavy throughout the first half

of 1967 remained strong during July.

Deposit growth in July continued at a rapid pace at both city and country

banks. Demand deposits were up sharply in large part because of the expansion of

U.S. government deposits associated with the aforementioned sale of tax anticipation

bills. In addition, time deposits also maintained their robust rate of growth. The

increase during the month- -more than double the normal advance- -reflects primarily

a continuation of the rapid expansion of savings certificates and other consumer-

type time deposits.

District business conditions during the latter part of the second quarter

were highlighted by renewed optimism in the construction industry, particularly in

housing. The industrial sector continued its sideways movement as manufacturing

employment in June declined for the third consecutive month.

Earlier this year, industrial output in .the district was relatively

stronger than that for the nation as a whole, but June data were not as bullish

as the nation’s--indicating that district recovery may lag the nation by a month

or two. The second quarter downturn in district production was reflected in a

drop in manhours worked in manufacturing and a decline, largely concentrated in

June, in manufacturing employment. In large part the less buoyant performance in

June was the result of scattered labor-management disputes in the important non-

electrical machinery industry. The rapid growth in the ordinance industry within

the district continued to moderate the over-all industrial slowdown, and the

current war effort seems to indicate that the district will experience continued

strong growth in this sector.

The construction industry within the district showed distinct signs of

recovery during the second quarter, particulary in the residential area. Residential

contracts let for district projects advanced in each of the last four months while

building permits issued in June for new housing units surpassed the year-ago level by

better than 50 per cent. The number of housing units started during the first six

months of the year was still below the corresponding period in 1966, but the gap was

rapidly closing toward the end of the period. Construction employment declined some-

what in the second quarter in part because of minor work stoppages. However, the

improved housing outlook and a contirnied high level of highway and large-project

construction tend to paint an optimistic picture for the construction industry.
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On the agricultural scene, cattle feeding operations in the Ninth Federal

Reserve District continued at relatively high levels throughout the second quarter

of 1967 as 1~l,000 head were marketed, reflecting a 6% gain above the second

quarter 1966. This increase, however, was 3 percentage points lower than the gain

reported throughout the major 32 state feeding area. District marketings during

the 3rd quarter 1967 are expected to reach l0Ll~,0OO head, up L~-% from a year earlier

and 2 percentage points greater than the anticipated rise in the 32 state feeding

area. District niarketings after the third quarter are expected to drop by 10% from

last year and are anticipated to be off 6% in the 32 state feeding area. The

expected decline in winter marketings is based on the smaller number of feeder place-

ments this spring. Livestock placed in district feed lots during the second quarter

numbered 153,000 head, down 8% from a year earlier. Overall, the July 1 inventory

of cattle and calves on feed in the district was down 3% from July 1, 1966.

Second quarter district increases in cattle niarketings were the result of

13% and 11% gains in Minnesota and South Dakota, respectively. Marketings for the

period July-September 1967 are expected to increase in all district states except

North Dakota where a 12% decrease from a year earlier is anticipated. A moderate

3% gain is expected in Minnesota and Montana, whereas a third quarter increase of

ii% is predicted for South Dakota. On July 1, the total number of cattle on feed

fell below year earlier levels in all states except Montana where a 11% increment

was reported. Decreases ranged from 1% in Minnesota to 18% in North Dakota.
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NOTES

e — Partially estimated; all data not available r — Revsed

Index — 1957—59 100 so — Seasonally adjusted

n.a. — Not available saar — Seasonally adjusted annual rate

p — Preliminary; subject to revision * — U.S. and District do not hove comparable data

FOOTNOTES

1. Includes Minnesota, Montana, North Dakota, South Dakota, 10. Country Banks — All member banks excluding the selected major
the upper peninsula of Michigan, and northwestern Wisconsin city banks

2. Four state total: Minnesota, Montana, North Dakota, and 11. Average of dofly figures of the four or five weeks ending on
South Dakota Wednesday which contain at least four days falling within the

month
3. Excludes Wisconsin portion of the Ninth district

12. Ninth District — A fixed sample of permit issuing centers.
4. All commercial banks, estimated by a sample of banks Does not represent district total.

U.S. — A sample of centers blown up to represent total
5. Minneapolis only; data is published quarterly for the first 15 permits issued

days of the quarter
13. General merchandise, apparel, and furniture and appliance groups

6. Minnesota only
14. Ninth District — Figures are for six standard metropolitan statistical

7. Figures are for last Wednesday of the month areas included in U.S. data.
U.S. —226 centers excluding the seven leading centers

8. City Banks — Selected banks in major cities
15. Per cent change compares only months specified. Does not always

9. Net loans and discounts less loans to domestic commercial compare latest month available.
banks
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