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=0k to the outbreak of war in
i +es, production and trade statis-
., i the Ninth district, as well as
e pation as a whole, indicated
‘antial increase in business ac-
o over levels of the previous
i weeks following the begin-
{ hostilities, business activity—
ed by a sharp upturn in con-
et buying—reached still higher
. breaking records established
245 following World War II,
[fe cconomy Is now operating at
o capacity levels and the leeway
¢ fusther expansion is limited. This
st has given rise to widespread
-+ that substantial inflation is in-
il unless the unprecedented
umer demand is controlled,
“efecting these fears, voluntary
o povernment enforced controls
iy given careful consideration.
“oeowould seek to hold down
s demand for goods and serv-
v+ while demand for goods and
cpower to fulfill the military de-
o program is rising,
Ptys district has shared in these
“opments of the economy as a
‘e, While scare buying has sub-
+§ from the feverish pitch wit-
s« d during July, and stocks of mer-
hs¢ apparently were sufficient
tsheve consumers’ fears of im-
wnye shortages, consumer buying
+eriheless continues well above the
muntained before the start of
wean war. Expectation of ris-
1#ices nOwW appears to be a major
+*rin the large demand for con-
o merchandise.

LY SALES REFLECTED

ARE BUYING
e fear of impending shortages
serchandise boosted July sales
“eadously.  In comparison with
wolume of sales for correspond-

' renods in 1949, sales in depart-
" tores of this district were 26%

s
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higher in July and 5% higher in
June, while sales in the first half of
this year fell 2% short of equalling
the 1949 dollar total. The large in-
crease in sales in July over the 1949
volume reflects the effect of scare
buying.

Scare buying has boosted sales in
the rural areas as well as in the citics.
Before the beginning of the Korcan
war, sales in department stores serv-
ing the agricultural regions were
down as compared with the 1949
sales volume. For instance, sales in
this district, outside of the four large
cities of Minneapolis, St. Paul, Du-

THE TREND OF PRICES IN
PRIMARY MARKETS AND AT
THE WHOLESALE LEVEL
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THE INDEX of 28 basic com-
modities for June and July re-
vealed a sharp rise of prices in
the primary markets, with whole-
sale prices following, as usual.
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p District shares in the rapid
movement toward full produc-
tion.

§Bepurfmen? store sales in the
first part of August have re-
ceded from July peak.

P Bank debits for July set new
postwar record.

» District employment roso sig-
nificantly.

b Valuation of building permifts
issued in July set new postwar
record.

luth, and Superior, were down 8%
for the first half of this year. Sales
were down as much as 13% in North
Dakota and as much as 11% in South
Dakota.

July department store sales in this
district, exclusive of the four large
cities, were 15% above the corres-
ponding 1949 volume of sales. In
North Dakota and in South Dakota,
where before the beginning of the
Korean war sales were lagging signi-
ficantly in terms of last year's volume,
July sales were respectively 16% and
21% higher.

In the four large cities, department
store sales for the first half of this
year were approximately equal to
those for the first half of 1949, June
sales in these cities were 6% higher
and July sales were 34% higher.
Sales in these cities which for six
months prior to the war were al-
ready as high as last years volume,
were boosted to an exceptionally high
level by the scare buying.

Sales in furniture stores have fol-
lowed the trend described for depart-
ment store sales. In comparison with
1949 monthly sales, June sales in this
district were only 10% higher, while
July sales were 39% higher.

For the weeks of August 12 and
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19, sales in the four large cities of
this district were respectively 32 %
and 20% above the volume for the
corresponding wecks in 1949, When
scare buying was at a feverish peak,
sales for the weeks ending July 22
and 29 were up 41% and 42% re-
spectively. Further evidence of more
normal consumer buying is the dis
appearance of premium prices which
were paid for some durable commodi-
tics, especially new and used cars.

COMMODITIES SCARCE N LAST
WAR IN GREATEST DEMAND

The demand for both new and
used cars has been tremendous. How-
cver, according to recent reports
from dealers, the demand has reced-
ed sharply. In cities within the range
of television stations, television scts
have been selling at a rapid rate.
Radios and phonographs, which are
in the same category, also have been
in great demand,

Remembering the difficulties en-
countered during the last war in ob-
taining parts for household appli-
ances, many families rushed to the
stores to trade in their old appliances
before the supply was exhausted.
Sales also were exceptionally high on
other durable items, such as domestic

Index of Uepartment Store
Sales by Citles
(Unadjusted 1935-39 = 100)

Percent Change2

Julyt July Jan.-July

MINNESOTA

Duluth-Superior .. 302 426 + 0

Fairmont .e.eeveeeen. 294 + 9 — 3

Mankato ... . 231 412 — 2

Minneapolis . L2900 435 6

Rochester ... L2300 49 —6

St. Cloud ... . 269 +~ 4 — 8

St. Paul ... . 253 433 4 4

Willmar ... . 280 - S35 — 0

Winona .coeeoeeeeeeen. 276 434 4 4
MONTANA

Great Falls woeee. 343 4+ 4 — 8
NORTH DAKOTA

Bismarck .ovveeees 297 217 —10

Grand Forks 271 410 — 8§

Minot ......... .- 303 413 — %

Valley City .......... 208 18 —12
SOUTH DAKOTA

Aberdeen .veeeee. 368 27 —10

Rapid City woeen-.. 47 =2

Sioux Falls . 432, — 4

Yankton ... “+18 — %
WISCONSIN

LaCrosse .oveeveeenee 230 416 — 1

1 Based on daily average aales.

? Based on total dollar volume of sales., Per-
centage comparison is with the same period a
¥ear ago.
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Sales of Ninth District Department Stores*

—

Number nTs:;.

% luly 1950 % Jan.-duly 1950 thowie,

of July 1949 of Jan.-July 194%  Increass -

Total DHSEIICE i ceceessasseseesensssmeeees 126 102 216 .
Mpls., St. Paul, DulSup. e 134 105 28 .
Country Stores ... 115 96 188 y
Minnesota (City and Country)..ouoevecueees 131 104 74
Minnesota {Country) 115 98 51 N
Central . 118 99 6 "
NOheastern ooeieveereeseseessceseessessessveas 121 100 4 :
Red River Valley .. 102 90 3 )
South Central wooecveeceeeeee e 108 95 8 i
Southeastern L1221 99 10 N
Southwestern 114 98 20 ,
Montana ... 115 99 25 i
Mountains 128 100 11 )
Plains eeeecveeceeenes 105 98 14 .
North Dakota 116 91 33 1
North Central 115 93 b1 ‘
Northwestern 114 95 4 )
Red River Valley 117 92 13 §
SOUtheaStern mmmmrmrerceseeseerec e 116 85 9 }
Southwestern 102 81 2 1
Red River Valley-Minn., & N, D............. 115 92 16 s
South Dakota e, 121 95 37 4
Southeastern 129 98 12 3
Other Eastern 118 92 20 4
Western 112 94 b1 0
Wisconsin and Michigan .oooereeoecceeen, 112 99 42 It
Northern Wisconsin ........ 10% 100 10 {
West Central Wisconsin ... . 114 99 25 4
Upper Peninsula Michigan «.ccoeceeeeee. 114 97 7 §

*Percentages are based on dollar volume of sales. 1 July 1950 compared with July 1'.\1;-

Northwest Business Indexes
(Adjusted for Seasonal Variations—1935-39=100)

p—preliminary

floor coverings, furniture, and bed-
ding. Among the non-durable items,
women’s hosiery has been subject to
much scare buying.

EPARTMENT STORE STOCKS
DECLINED FROM NMAY PEAK

The clamor for merchandise which
grew out of the Korean war has en-
abled many retailers to unload stocks

pre-war base period after an adjus
ment was made in the index for t
usual seasonal fluctuations in sto:
held by such stores. At the end ¢
June, the stocks had declined
204% and at the end of Julyt

186%.
WAR

which had become difficult to sell at
prevailing prices. Stocks held by de-
partment stores in the district at the
end of May were 222% above the

EXPANDED MOST
TYPES OF BUSINESSES
The recent upsurge in busin
has not been limited to retailing. I -
an effort to replenish their stocks, !
Continued on Page 89, Col.! .

July 50 June '50 - duly '49 lulr:&
Bank Debits—93 Cities 372 347 347 i
Bank Debits—Farming Centers...ooceeeceeecicennenas 475 410 403 4
Ninth District Department Store Sales............ 342 284 261 M
City Department Store Sales 362 298 272 2%
Country Department Store Sales...coerreceicereeens 321 269 251 289
Ninth District Department Store Stocks... . 286 304 283 318
City Department Store Stocks wovcemeeeevens . 299 267 246 m
Country Department Store Stocks.....coceceeccveeeee 307 333 312 3
Country Lumber Sales 204p 177p 147 155 1,
Miscellaneous Carloadings 139 143 116 1 |
Total Carloadings (excl. Misc.)eooveereeeceesereenanes 111 111 116 119
Farm Prices (Minn. unadj.) 249 241 230 303
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oo, well-known fact that the fat-
i the farmer’s pocketbook is
o .. eant factor in Ninth district
© . this because cash farm in-
© 7 atittes such a high propor-

¢ o1zl income payments in this

4+ four full states in the dis-
firm income In recent years

.+ sl to nearly half of total in-

- payments. For the U. 8. as a
. .. cash farm income was less
P ..o 184 of total income payments.

«cully, a comparison of cash
v ncame with total income pay-
.-+ w individuals is not strictly ac-

curate, since cash farm income data
and net income payments to in-
dividuals are not comparable. The
former is a gross income figure (pro-
duction expenses arc included) and
the latter is a net figure in so far
as it applies to proprietors.

The comparison is used, however,
since comparable net income is not
available and the analysis does show
the relative importance of agriculture
to the Ninth district economy and
to the U. 8.

Unprecedented agricultural pro-
duction and favorable prices in re-
cent years throughout the area cov-

r1OPORTION OF CASH FARM INCOME DERIVED FRON DIFFIRENT

FARM PRCLUCTS IN NINTH DISTRICT STATES, 1949
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OTHER 4
2%

“1_POULTRY &, EGGS*
2%

SOUTH DAKOTA

FLAXSEED 3% =1

T OIHER 2%
BARLEY 2% _ l \
i .

OATS 3%—
E.
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cui LARGEST SHARE of district cash farm income is from sale of livestock
l= 1 ond livestock products. North Dakota, with about half of its farm income

¢ lrom wheat, is an exception.

[

p First half farm income was
0% to 15% below the sameo
pericd last year.

pHigher farm prices and poten-
tially larger crop produciion
muy reverse farm income trend
in last half of year.

pSales of cattle, hogs, dairy
products, and pouiiry and eggs
contribute whbout equally o
Minnesota iurm income.

P Wheat comprises nearly half of
Norith Dakcic income. Dajry-

ing brings in half of Wisconsin
farm income.

b Sauth BDaliota has wide diversi-
fication of farm income, bul
over half is from sale of catile

. and hogs.

p Montana balances cash farm
income about evenly between
livestock and crops.

ered by the Ninth Federal Reserve
district has brought a high degree of
financial health to farmers as a group.
Not only does farm prosperity fatten
the farmer’s purse, but it also swells
the income of those who process, mar-
ket, and distribute farm products to
consumers. It is this handling and
processing of food and fiber that
forms the basis of most of the dis-
trict’s industry, finance, and business.

When crops are good and farmers
have high cash incomes, almost every-
body feels a reflected glow of farm
prosperity—especially those in urban
communitics. Businessmen have a
ready market for their merchandise,
since farmers apparently have an al-
most unlimited demand for equip-
ment and gadgets to make farm work
easier and more efficient. Processors
are busy. Transporiation hums. The
farmer gets his hair cut more often;
his family sees more picture shows;
he uses more kilowatt hours. In other
words, the service industries are ex-
panded. _

This is the picture of what has
happened in recent years in the Ninth
district. Agricultural prosperity was
at a peak in 1948, when district cash
farm income totaled nearly $3V/4 bil-
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lion. This was nearly four times the
pre-war average,

Last year, 1949, cash farm income
tumbled about 20% from the pre-
vious year's high level. Furthermore,
farm expenses stayed high, Farmers’
net income was pinched harder in
1949 than it had been for several
years. Net farm income in 1949, how-
cver, was still more than double pre-
war figures.

Cash farm income for 1950 thus
far has continued the slide which
started last year. For the first five
months, district cash farm income
was 15% less compared with the
same period last year. (See table on
farm income.)

Cash farm income was off a full
third in North Dakota, reflecting
smaller marketings from that state’s
reduced crop harvests in 1949,

FARM INCOME TREND
FMAY BE REVERSED

By mid-year, however, the eco-
nomic picture for agriculture began
to change. In the first place, busi-
ness in general was expanding and
this in turn was reflected in a strong
demand for farm products. Secondly,
military activity further influenced
farm prices as it has prices in general.

Farm prices speeded up after the
war started in Korea. The index of
prices received by farmers gained
615 % from mid-June to mid-July and
was almost 7% above a year earlier.
July was the first month in 1950
when the farm price index topped a
comparable month in 1949,

Crop production potentiality this
year currently holds promise of being
slightly larger than last year, espe-
cially in the western end of the dis-
trict. Favorable weather for crop ma-
turitics in September would insure
higher crop yiclds and higher agri-
cultural production compared with

1949,
~ There is therefore reason to hope
that the recent downtrend in farm
income has been reversed and that
1950 district farm income might at
least approximate that of last year. -

SQURCES QF FARM
INCOME VARY WIDELY
The proportion of farm income
derived from the sale of crops, live-
stock, and livestock products varies
from state to state and from area to
arca in the Ninth district. -
This diversification and difference

roportion of Cash Farm Income Derived from Different Farm
Products in Ninth District States, 1949

Minn.  Mont.  No. Dak.  So. Dak. Mish.  wi pho
LIVESTOCK & i
L.S. PROD.: e T0% §2% 32% 6650 60%  87% 1.
Cattle & Calves...... 18 34 16 33 12 15 )
HOES eormreeereeenresesans 20/38 3/37 5/21  18/51 8 12 L
Sheep & Lambs...... 1/39 6/43 1/22 2/53 1 :
Dairy Products ...... 17/56 5/48 7/29 5/58 27 49 1
Poultry & Eggs 1/.. 14/70 1/50 3/32 /65 12 11 §
Others o e /52 . 1/66 1
CROPS e 29% 48% 63% 34% 409 139, 4
Wheat 3/73 36/88  47/79 13/79 7. 1M
Corn 9/82 ... 1/80 11/90 2 1 ¢
Qats ... 2/84 . 1/81 3/93 1 1 3
Barley ... 2/86 3/91 5/86 2/95 1 :
Flaxseed ..... 5/91 .. 8/94 3/93 e e $
Soybeans ... e 2/93 . e 1
Other e 6/99 9/100  6/100  2/100 30 10 .
GOVERNMENT
PAYMENTS ... 1/100

*States of Minnesota, Montana, North Dakota and South Dakota.

1/ Includes broilers and turkeys.
S0URCE:

Average Prices Received by F

“Farm Income Situation”—June 10560,

armers in the Ninth Distric*

July 15 July 15 July 15 United §e
Commodity and Unit 1937-41 Avg. 1549 1950 July 18, 1
Crops _
Wheat, bushel oo ieeeeeeeeeeeeaeens § 1.98 $ 2.09 $ 1
Corn, bushel ..... 1.14 1.30 1t
Qats, bushel ..... 50 JT1 il
Potatoes, bushel 1.56 1.39 i
Livestock and Livestock Products :
Hogs, 100 1bs. ceooiiiiiieeeeee s 8.10 18.26 20.64 19.
Beef Cattle, 100 1bs... e 737 19.81 24.43 17.4
Veal Calves, 100 1bs. .. 8.43 23.29 27.55 19.6
Lambs, 100 lbs. .... . 150 21.91 23.97 191
Wool, 1h, oo .26 47 .59 Sit
Milk, wholesale, 100 1bs.... 149 3,00 3.01 44
Butterfat, 1b. .. .29 62 63
Chickens, live, lb. .... 126 .198 184
Eggs, doz. 168 395 282 Kt

“Source: “Agricultural Prices"—July 28, 1950,
* The term parity as applied to the price of an agricultural commodity is that price which

give to the commodity a purchasing power equivalent to the average purchasing power of

commodity in the base period, 1010-14.

Janvary-Ray Cash Farm income*

(Thousands of Dollars)

1035-30 . 1950 in_P-----
State Average [HEL] 1950 of J'!'.i!
Minnesota ...iceeecceeecceceniens $ 127,339 $ 462,357 $ 435,622 947
North Dakota . 30,422 172,272 114,546 6
South Dakota ... 37,505 200,408 199,857 80
Montana ........ 21,594 100,833 79,111 8
Ninth District* - 238,221 1,029,234 878,752 8§
United States ...cocciveecennes 2,818,839 9,595,615 8,789,228 91

*Data from “The Farm Income Situation,” June 1950.
! Includes 16 counties in Michigan and 26 counties in Wisconsin,

in sources of farm income is due to
the geographic location of the Ninth
Federal Reserve district. It stretches
for about 1,500 miles along the north-
ern border of the U. S. There is a
great range in the amount of annual

rainfall from one end to the o
Topography, climate, and soil ¢
tions also vary greatly.

These varying conditions are :
flected in differences in major sou

Continued on Page 89, (¥

Parity Pr.
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.1 /1TH almost every measure of
VY Lusiness activity  setting new
' in the first half of 1950, bank
o—both nationally and in
h district—scaled  previous-
noharted peaks.
7ie major props of the business
+ were residential building and
cumers’ purchases  of durable
The biggest gains in bank
.o were scored by real estate
..t and consumer instalment loans
~recially those to people buying
i (See chart.)
i Minth districc member banks
o reing tide of bank credit was
owented by increased loans to
.o rumen, mainly to finance grow-
swentories.  Nationally, com-
I and industrial loans decreased
soly. However, the drop was
¢ than the usual seasonal decline;
it appeared even milder com-
v to the first half of 1949, when
sness loans were In a steep de-

fasther boosting loan totals this
: was the seasonal rise in agri-
wital credit. Short-term loans to

7,
O ..«l.;} Ndnathduio W sl Gl L li
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farmers—which make up about one-
fifth of total loan portfolios of coun-
try banks in this district—rose
roughly the same proportion in the
first half of 1950 as they did in the
first six months of a year ago.

DISTRICT LOANS TOP
ONE BILLION DOLLARS

At mid-year 1950, loans in Ninth
district member banks totalled $976
million; and by the end of July
they had pushed over the $1 billion
mark. Both city and country mem-
ber banks were in on the wave of
bank credit expansion, which car-
ried the district’s loan total to rough-
ly 14% over a year ago.

In country member banks, con-
sumer loans—led by retail automo-
bile credit—rose 34% from June 30,
1949, to the end of June this year.
Loans on real estate advanced 17%,
and commercial, industrial, and agri-
cultural loans grew 5%. In the
district’s 20 weekly reporting city
banks, consumer loans were up 20%,
real estate credit registered plus
30%, and business loans plus 5%.

LOANS OF NINTH DISTRICT MEMBER BAJ IS
Percentage Change June 1949 to June 1950

iy ietage Changc

(CVMERCIAL 7O FARMERS
NOUSTRIAL  (incl, CCC)

i =10
ON SECURITIES

: 8
TOTAL LOANS
(Net)

P
OTHER
(largely consumer)

REAL ESTATE

SUPPORTING the boom in residential building and consumers durable
1wods, real estate, and consumer loans increased sharply in the past

‘2 months.

Y LAV SR .
Loans 75 New Peals

» Real estate credit and con-
sumer Joans in Ninth disirici
member banks made the sharp-
est gains in the past year.

b Quickened turnover of deposits
reflecis the growing business
boom.

P Restraint is keynote of Fed-
cral Reserve credit policy.

In addition to expanding loans
and discounts, banks in the past year
rapidly increased their investments
in securities other than U. S. gov-
ernments. Holdings of state, munici-
pal, and corporate securities in mem-
ber banks rose by $50 million, making
this form of credit one of the princi-
pal sources of the over-all increase in
bank credit.

DEPGSIT DROP LESS SHARP
THAN IN FIRST HALF OF ‘49

Demand deposits in Ninth district
member banks declined from $2,569
million to $2,481 million in the first
six months of 1950.

A decline in deposits in the first
half of the year is expected, since
Income tax payments, made in the

~first quarter, channel funds out of

private deposits into Treasury bal-
ances at the Federal Reserve banks.
This year, however, deposits did not
drop as sharply as in the first half
of 1949, Whereas demand deposits
of individuals, partnerships, and
corporations decreased 10% from
the beginning of January through
June 1949, this year these accounts
were off only 615%.

Not only did increasing loans con-
tribute to deposit totals in 1950, but
the veterans insurance refund also
offset some of the usual drain on
deposits. At the end of June, total
demand deposits of $2,481 million,
while down from year-end 1949,
were §71 million above the deposit
level of a year ago.

Reflecting the stepped-up tempo
of business activity, depositors in
recent months have been spending
their deposit dollars at a faster rate,
In June and July, total deposits in
selected Ninth district banks turned
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over at an average rate of 14.0 turns
per' year. In the sume months last
year, consumers and businessmen
were using their deposits at an aver-
age rate of 13.2 times per year,
IAORE TREASURY FINANCING
IN DEPOSIT OUTLOCK
Treasury operations

will weigh

heavily in what happens to bank

deposits in the months to come. The
key question is how the Treasury
will finance the cnlarged expendi-
tures for defense. That we must
expand and strengthen our defense
program is made unm:stakdbly clear
by the Korean crisis.

To build up its pocketbook, the
government can tax; it can borrow
from the current savings of the pub-
lic; and it can borrow from the
banking system.

Bank deposits will increase to the
extent that the government fnds it
necessary to borrow from the bank-
ing system. Drawing on bank credit,
however, is the most inflationary
way for the nation to pay for the
defense program.

Military expenditures will come
on top of an economy that is already
running at near-capacity and in
which inflationary forces have been
building up for some time. Increas
ing the money supply in the face
of a limited output of goods and
services will reinforce upward pres-
sure on prices,

Taxation, which provides a pay-
as-you-go basis for government ex-
penditures, would dampen the in-
flationary potential. By siphoning
off current income, taxes would di-
vert dollars from the civilian spend-
ing stream.

Next to taxing, borrowing from
the current savings of the public
would be the least inflationary
method of government finance. Bor-
rowing from the public stores up
liquid assets which in the future may
be monetized. Currently, however, it
does not increase the money supply
because the Treasury, by selling se-
curities to nonbank investors, re-
covers an amount of money equal
to government expenditures.

In view of the recent increase in
the turnover of bank deposits, one
further point is significant: Even
without an increase in deposits, if
people :pend the existing money

supply faster the result is enlarged

demand for goods and services.

HOLDINGS OF U.5. GOVERNMENT
SECURITIES IN NINTH DISTRICT
MEMEBER BANKS

Mithan Deliars

BILLSe

P TTCERTIRCATE S

] NOTES»
100 ~—mrmmm

~ BOKDS
500 —mmmne OO

IN THE FIRST HALF of 1950,
mainly as a result of Treasury
refundings, bank holdings of
notes expanded, certificate port-
folios declined.

Assels and Liabilities of Tweniy Reporting Banks
(In Million Dollars) v

———

GOVERNMENT SECURITY
PORTFOLIOS DECLINED iy

In the past several years, o

Clags of sec
_.,.\ crnment

ment becurity hOIdingS Of banit '.' oA e i\\?kzltsi I\
followed a see-saw trend. Dp. asks ha 12
World War II, banks purs, o .I.M: “:]l:ﬁt:
government securities on g .. o c--.a‘*m fi;m
scale. At the end of the \‘varb e ﬂ;_\.;:;:‘)

erniment security portfolios b

while loans were at a relatively |
ebb. The postwar years saw .
ers hqmdate government secy-.

[ %3 SnstY REI’U‘
ey ?».CHE HOLDI

K ‘\m]"n\'llo

in order to expand loans to P"- e holdings
borrowers. ey an the

In 1949, however, the posis ; ¢ mainl;
trend was reversed Supplied Lo of the

+ was a sharp
.1 poles couf

funds released by reducnonu
serve requirements and from g

ments of loans, banks Wgo' . ro foates of
purchased government securitiy (RS }

Again in February of this v, w the end ¢
the trend of government s coeter of last oy
holdings in district member b, vt close to th

changed directions. To secure i, jp e year certif
for the sharp expansion in loan i exchange
S recuritics,

Foasoyear the T
i notes
i ae vertificates

. %qa1 note off

June 28, 1950 duly 26, 1950 Aug. 9, 1950 Juinc;.;:ljf-. conder 1949 W
ASSETS coever matur
Comm, Tnd., and Ag. Loans......s 227 s 233 $ 224 . sire and bos
Real Estate Loans... . 89 83 89 4 it Treasury n
Loans on Securities.. 11 11 11 ) sbacquent
Other (largely consumer) loans..... 159 170 161 il dered new S
Total Gross Loans & Discounts $§ 480 § 502 $ 489 +on boef "'”“l_ 1ssuc
vl dnatuntics I
Less Reserves G 7 7 _i'_ months, M
Total Net Loans & Discounts § 474 § 495 - $ 478 + Ferury announ
U. 8. Treasury Bills 20 5 16 - 1% months,
U, S. Treasury C. of L'sicoecveeernnnns 52 35 18 -1 certn ates and
U. S. Treasury Notes.....co.... . 131 150 148 + 1 aiber 15 md
U. S. Government Bonds 426 437 434 + 1 i ll 1‘
. o Ahtober 1L
Total U. S. Gov't. Securities....$ 629 5 627 $ 636 P ¢ vorate setoin
8th§r Iﬁvcstmefnrs ............................ 134 131 131 ~ g B
ash and Due from Banks.. 427 424 430 — ! 6o .
Miscellaneous Assets .ocvveeocvvcivnneeees 15 16 17 + 1 3,. Ve POLIC‘{
[ f0 CURE CREDF
Total ASSELS woveemeremnrrememanreneranes $1,679 $1,693 §1,692 + I T the first half
LIABILITIES Powrve shiflted t
Due to Banks... .$ 270 $ 27 § 295 + et With
Demand Depom:a, Ind., Part., Corp 778 314 822 + ¥ feappeanng
Demand Deposits, U. 8. GoV'L......... 60 51 61 - ¥ o Federal Rese
Other Demand Deposits..oooceiceene 185 164 136 — vtk operations
Total Demand Deposits........... $1,293 $1,300 S1L314 o ’f‘“f‘“’]f cost
Titne DEPOSILS weerrrermreemeesesreermrmsnsin 253 250 249 - o gar TS Ye
¥ F Has }\LLI‘I bcl
Total DepPOSItS errrrerosrersserrse $1,546 $1,550 $1,563 44 went bonds ir
Borrowings ... 11 20 5 + 3 :n I()I]—ﬂt:tfl
Miscellaneous Liabilities .cooeevvceeennnn.. 18 18 19 - . Hics,  alter
Capital Funds 104 105 105 +on Py i 1949,
_ ¢ 4 19 over th
Total Liabilities & Capital........$1,679 $1,693 $1,692 + I

A4 the same ti

]
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. of securitics other than
' .:l‘_«nmcnts and to mect the
rosits, Ninth district mem-
"J ad l:quldmtcd $162 mil-
..ir government holdings by
] ' July 1950. This drop
ot four-fifths of the in
PRIV
|, 1¢URY REFUNDINGS
+ 1 OTE HOLDINGS
I. ]ﬂU:]tIOI] of government
. holdings In banks changed
oin the first half of 1950.
.+ mainly the refunding
s of the U. 8. Treasury,
.5 a sharp increase in hold-
otes coupled with a decline
cicates of indebtedness. (See
T
- the end of the war to De-
. of last year, the Treasury
Joce to the pattern of offer-
- vear certificates of indebted-
, cxchange for matured or
recuritics.
‘s year the Treasury shifted to
<werm notes in its refunding
-+ certificates, notes and bonds,
t note offering was made in
ber 1949 when the Treasury
! over matured and called cer-
.« and bonds into 4l4-year,
Treasury notes,
wbsequent months the Treas-
Tered new S-year, 115 % notes
wyeral issues of 114% notes
iturities ranging from 20 to
wonths, Most  recently, the
cury announced that it would
=13 months, 1/4% notes for
wites and bonds falling due
waber 15 and certificates matur

- Odober 1. This reaffirms the

. rate set in the June-July re-

A8,

.'.'E'PVE POLICY DESIGNE
‘0 CURB CREDIT EXPANSION
v the first half of 1950 the Federal
ve shifted to a policy of mild
sumt. With inflationary  pres-
© reappearing in the economy,
- E'\-Jcral Reserve has used open
it operations to induce a some-
+higher cost for credit.
% far this year the Federal Re-
¢ has been selling long-term gov-
nt bonds in the open market,
son long-term ineligible Treas-
"\~qu:, after declining almost
feany in 1949, rose by roughly
i 1% over the first half of 1950,

Atthe same time the Federal Re-

=4

Assets and Liabili

ties of All Ninth District Member Banks

(In Million Dollars)

Juna 30, 10400

Dee. 31, 19451 June 30, 10501 July 26, 19502

ASSETS
Comm. and Ind. Loans... 279 - % 269 $ 2859
Loans to Farmers Guar. by ‘c.CcC. 37 64 44
Other Loans to Farmers .. 99 35 107
Loans on Securities....coovuveceecceeeneens 20 16 18
Real Estate Loans 219 233 265
Other (largely consumer) Loans.... 213 231 269
Total Gross Loans & Discounts $§ 867 $ 901 $ 988
Less Rescrves . 10 11 12
Total Net Loans & Discounts § 857 $ 890 $ 976
U. S. Treasury Bills.... 52 69 55
U. 8. Treasury C. of L's.. 327 395 157
U. S. Treasury Notes....... - 59 166 315 S
U. 8. Government Bonds...ccoeeeeeunnes 1,176 1,093 1,053 e
Total U. S. Gov't Securities....$1,614 $1,723 $1,580 $1,581
Other InVestments .ooveveveeciereesnses 218 238 268 263
Cash and Due from Banks...coue... 854 859 802 786
Other Assets 30 31 32 32
Total ASSELs oo $3,573 $3,741 $3,658 $3,669
LIABILITIES AND CAPITAL —— —
Demand Deposits, Ind.,
Part., and Corp. ceoeceeceeecernn $1,694 -$1,862 $1,736 RS
Time Deposits, Ind., Part., and
L0 = SO 923 924 922
U. 8. Government Deposits 45 75 99
Due to Other Banks . 306 351 314 .
Other Deposits —oveiiorciieeeceeees 376 291 342
Total Deposits ..ecevoreecrercencanens $3,344 $3,503 $3,413
BOTOWINES corviciiciciivcvrvrcie cvvereies seeeeeee aeeeveees
Miscellancous Liabilitics oo 20 23 24
Capital Funds 209 215 221
Total Liabilities & Capital........$3,573 $3,741 $3,658
‘Number of Banks.vorioecieeeeienene. 477 478 478 s

+ Call report data.

2 This table in part estimated., Data on loans
and discounts, U. 8. Government obligations,
and other securities are obtained by reports
directly from the member banks. Balances with
domestic banks, eash items, and data on de-
posits are largely taken from semi-monthly re-

serve permitted short-term money
rates to rise. However, since May the
System has purchased short-term
securities in order to prevent a rise in
short-term rates and make possible
successful refunding of maturing
issues by the Treasury.

The open market operations of the
Federal Reserve, particularly the
sales of long-term bonds, have tend-
ed to absorb bank reserves.

On August 18, the Board of Gov-
ernors approved an increase in the
discount rate of the Federal Reserve
Bank of New York from 1¥2% to
1%4%. Shortly after, the other Fed-
eral Reserve banks, including the Re-
serve bank of Minneapolis, followed
suit. Largely psychological in its ef-
fect, the increase in discount rates

ports which member banks make to the Federal
Iteserve bank for the purpose of ecomputing
reserves., Reserve balances and data on borrow-
ings from the Federal Reserve banks are taken
directly from the books of the Federal Reserve
bank. Data on other borrowings are estimated.
Capital funds, other assets, and the other
liabilities are extrapolated from eall report data.

served notice that restraint in further
expanding credit is in order.

Along with approving the discount
rate rise, the Board of Governors of
the Federal Reserve System and the
Federal Open Market Committee is-
sued the following statement:

“Within the past six weeks, loans and
holdings of corporate and municipal
securities have expanded by $11/ billion
at banks in leading cities alone. Such
an expansion under present conditions
is clearly excessive. In view of this
development and to support the gov-
ernment’s decision to rely in major de-
gree for the immediate future upon fis-
cal and credit measures to curb inflation,
the Board of Governors of the Federal
Reserve System and the Federal Open
Market committee are prepared to use
all the means at their command to re-
strain further expansion of bank credit
consistent with the policy of maintain+
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.
ing orderly conditions in the Govern-
ment securities market.,

“The Bo.cd is also prepared to re-
quest the Congress for additional au-
thority should that prove nccessary.

“Effective restraint of inflation must
depend ultimately on the willihgness of
 the American people to tax themsclves
adequately to meet the government's
needs on a pay-as-you-go basis, Taxa-
tion alone, however, will not do the
job. Parallel and prompt restraint in
the arca of monectary and credit policy
is essential.”

The current program of restraint
contrasts with Federal Reserve policy
of a year ago. In the spring and
summer of 1949 the money managers
were combating a downturn in busi-
ness activity by a series of steps de-
signed to make credit casier,

The underlying objective of Fed-
eral Reserve policy is to promote
economic stability and growth at
high Iévels of employment and' pro-
duction. To achieve this aim, Fed-
eral Reserve actions are adjusted to
meet  changing conditions in the
economy. - END
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Continued from Page 85

farm income in Ninth district
states.

MINNZSOTA HAS DIVERSIF
SOURCES OF FARM INCOME

During 1949, Minnesota farmers
pocketed nearly $1.2 billion of cash
farm income.
188,000 farmers in Minnesota, ac-
cording to the census, this means the
“average” farmer (if there is such a
received around $6,000 of
gross cash income. Of course, out of
this he had to pay expenses of pro-
duction, which took a substantial
amount,

Cash farm income data shows that
Minnesota's “average” farmer re-
ceived 70% of his 1949 farm income

D

from the sale of cattle, hogs, dairy

products, and poultry and eggs. The
remaining 30% came from the sale
of crops, of which wheat and flaxseed
accounted for half. (See chart.)

For every dollar of cash farm in-
come that this “average” Minnesota
farmer put in his billfold in 1949 20
cents came from the sale of hogs
Another 18 cents came from the sale
of cattle and calves. Dairy products

ECONOMY ’:z'?...f. TING
NEAR C»‘QPA&...\. i
Continued from Page 83

“exceptionally

With approximately

tailers have placed large orders.
Manufacturers in most lines are op-
crating at full capacity to supply this
large consumer de-
mand. Contracts let by the armed
forces for war equipment and mater-
ials has added to this already large
demand for manufactured products.

That the economy is operating
near capacity is reflected by several
business indicators. In July, bank
debits for this district set a new post-
war record. The index, adjusted for
the wusual scasonal wvariation, was
272% above the 1935 to 1939 base
period, In the fall of 1948, when
business activity reached a peak, the

_index for October was 262% above

the pre-war base.

The high level of activity is also
reflected in the figures on employ-
ment. According to the Division of
Unemployment Compensation Com:
mission of Montana, in July more

persons were employed in that state

than at any former time of its history.
The 157,600 persons employed ex-

—

ceeded the July 1949 total by 43¢,

The large increase in Cmpl(}:,]'m
over, June was concentrated in p,
ing and construction. In expandiy
their operations, m'lnufacturf:rsh
hired additional workers. As a .,
of this rise in employmen, the na
of available workers in Monhn.“,,_i
shrunk from 19,000 workers in Iy,
ruary to 4,500 workers in July,

In Minnesota, employment iy ;.-
dustry and commerce followe] .
similar trend. Construction emplos
ment rose by almost 8% from Jy,
to July and by 4% in manufactury,

LARGE BACKLOG FOUND
IN CONSTRUCTION
As for construction, according . |
the recent figures on building permi,
the industry is not only operat:
near capacity but also has a luy
backlog of orders. In July, the doll
valuation of building permits iss
by representative cities of this distis
aggregated one and three-fournh -
times the amount issued in July 194
As compared with previous month
a larger number of permits were it
sued for commercial and industri)
buildings in addition to the liry
number issued for houses. END

accounted for 17 cents and poultry
and eggs, 14 cents. This adds up to
69 cents and another penny from
sheep and lamb sales made it 70 cents
out of each dollar of income from

livestock or livestock products. (See
chart.)

Minnesota produces a lot of corn,
but most of it is fed on the farm
where it is produced. Many farmers,
however, do sell corn on the market,
and the “average™ farmer got 9 cents
out of each income dollar from this
source. Five cents came from flaxseed
sales. Wheat accounted for 3 cents
with soybeans and oats contributing
2 cents each., Government payments
brought in about 1 cent of each farm
income dollar.

HALF OF NORTH DAKOTA
FARM Il\i OME FROM WHEAT

Farmers in North Dakota rang up
over $537 million on the cash register
during 1949. With about 70,000
farmers in the state, this means that
North Dakota’s “average™ farmer re-
ceived in gross cash farm income
about $7,600 in 1949. The year be-
fore, 1948, this average farmer re-

ceived over $10,500. Of course, ou
of this he had to pay all the costsof -
production.

North Dakota is a big state ani
much of it is semi-arid. It is ideally
situated to produce both hard sprin; |
and durum wheat. For every dollar ¢
the average farmer received in 1949, |
approximately half (47¢) came fron
the sale of wheat. :

The proportion of farm income r

ceived from livestock and crops in

North Dakota during 1949 was nearly |
the reverse of that in Minnesot |
North Dukota farmers got 68 centsof |
each dollar of income from the si
of crops in 1949. Minnesota farmers |
got only 29 cents. (See chart.) _
However, North Dakota farmen |
produced and marketed a substantidl
number of beef cattle and calves |
last year. For this they received an

estimated 16 cents from each incomt
dollar.

HALF OF SCUTH DAXKOTA
INCOME FROM CATTLE, HOGS

There are not quite as many farnv
ers in South Dakota (68,700, accord
ing to the last census), as there ar

e
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., North Dakota (69,500). However,
'sfin' million in gross cash income
sore received by these farmers dur-
-+ 1949, That figures closely to $8,-
) for the so-called “average™ farm-
.+, It was almost $10,000 in 1948,

gouth Dakota is a state of consid-
(mble diversification of farm inter-
(s, In the west, cattle raising pre-
2minates. In the north central pare,
.heat production is important. In the
.1+t and southeast, there is much pro-
soction and feeding of livestock as
wcll as the production of cash and
‘eed crops.

For the state as a whole, however,
i cents from each farm dollar re-
wved during 1949 came from the
ol of cattle and calves. The next
tipest share of cash farm income,
14 cents, was from the sale of hogs.
iry and poultry together brought
12 cents of each farm income dol-

T3

In crops, wheat sales contributed
i3, corn lle, and oats, barley, and
“ivseed about 3¢ each. (See chart.)

AONTANA FARM INCOME
DERIVED EQUALLY FROM
CROPS AND LIVESTOCK

In Montana there are approximate-
37,500 farmers, These farmers

cashed in on about $367 million
worth of business during 1949, Some
farmers, of course, had very large in-
comes, others very small. The hypo-
thetical “average™ farmer received
approximately $9,800 of gross cash
farm income for his efforts. This com-
pares with over $11,000 in 1948,
when crop production was more fa-
vorable. '

For every dollar the “average”
Montana farmer received in 1949,

about half was derived from the sale -

of livestock and livestock products
and half came from crop sales.

The sale of cattle and calves alone
brought in 34 cents of each dollar,
or over one-third of all Montana cash
farm income. Many Montana farmers
produce only one crop—wheat—but
for the state as a whole, 36% of cash
farm income was derived from wheat
sales in 1949,

There are more sheep produced in
Montana than in any other state in
the district. Sale of sheep and lambs
brought in & cents of the 1949 farm
dollar.

Income from the sale of dairy prod-
ucts and poultry and eggs is, rela-
tively, the smallest of any state in
the district. Together, such sales

brought in only 7 cents of each Mon-
tana farm dollar in 1949,

WISCONSIN FARM INCOME
CHIEFLY FROM DAIRYING

Farmers that live in the 26 Wiscon-
sin counties that lie within the Ninth
district boundaries produce dairy
products as their chief source of farm
income. Nearly half~—49 cents—out
of every dollar of cash farm income
in 1949 was from this source,

In addition, 38 cents comes from
the sale of cattle, calves, hogs, and
poultry and eggs. Only 13 cents of
cach farm dollar comes from crop
sales. (See chart.)

UPPER PENINSULA FAVORS
DAIRYING, SPECIALTY CROPS

Farmers in the Upper Peninsula of
Michigan received 60% of their in-
come in 1949 from the sale of live-
stock and livestock products and 40%
from the sale of crops. Crop income .
was principally from the sale of
potatoes, berries, and other specialty
Crops.

Dairying was the principal source
of livestock income during 1949. It
accounted for more than a fourth of
the farm income dollar. (See chart.)

' END
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T TN IR the stimulus of heavy
(_/ consumer and busincss buying
after the invasion of Southern Korea,
prices, activity and incomes have in-
creased considerably beyond the ad-
vanced levels reached in June.
Consumer purchases of goods, al-
though reduced from the July peak,
are still at a high level. Prices of agri-
cultural commoditics, after a marked
risc in the early part of July, have
shown little net change, while prices
of industrial products have advanced
further. Common stock prices have
recovered most of the declines from
June to mid-July. Bank credit to pri-
vate borrowers and state and local
governments has expanded rapidly.

INDUSTRIAL PRCDUCTION
—The Board's industrial production
index in August is expected to be
about 204 % of the 1935-39 average,
as compared with 199 in June, and
197 in July, when vacations and plant

closings not adequately allowed for -

lowered the index.

Steel production declined slightly
in July but returned to capacity levels
in the first three weeks of August,
Scheduled output in the fourth week
was reduced by about one-tenth as a
result of a railway labor dispute in
steel-producing districts. In July, pro-

uction of nonferrous metals and
lumber declined somewhat.

Production of finished durable

“goods was generally maintained in
July. There were marked gains in out-
put of aircraft and various types of
construction and  industrial ma-
chinery. While little change in out-
put of railroad equipment was noted,
new orders for freight cars were the
largest in many years. Motor truck
production declined in July but in
August was close to record levels.
Passenger car asscmblies were re-
duced somewhat in July and early
August from the peak June level by
holiday influences, some model
change-overs, and labor disputes.

Nondurable goods output was only
slightly lower in July as declines in
production of textiles and some other
goods, as a result of vacations, were

less marked than in other recent

Y THE BOARD OF GOVERNCGRS

years, Production of paper and paper-
board in mid-August was about 5%
above the record June level. Output
of rubber products and petroleum re-
fining activity continucd to rise in
July. Crude petroleum output in-
creased 39 and was 12% above the
average level of the past 15 months.

EMPLOYMENT—Employment in
non-agricultural establishments rose
by about 150,000 persons in July,
after allowing for scasonal changes.
Most of this expansion was in in-
dustrics manufacturing durable goods

and in construction and retail trade.

activities.

CONSTRUCTION — Construc-
tion activity continued to increase in
July and contract awards were main-
tained at advanced levels. The num-
ber of dwelling units started was esti-
mated to be 144,000 as compared with

142,000 in June and 96,000 a year

ago.

AGRICULTURE — The official
cotton estimate released August 8, in-
dicated a crop of 10.3 million bales
as compared with a harvest of 16.1
million last year; including the in-
creased carryover, however, supplies
this season will be about 4.5 million
bales less than last season but about
as large as in most other recent years.
Other crops developed favorably in
July and the total harvest of feed and

food crops is expected to be about as

large as last year.
DISTRIBUTION — The Board’s

-seasonally adjusted index of depart-

ment store sales rose by one-fifth in
July to 362 % of the 1935-39 average
as anticipatory purchases of some
items like major household appliances
more than doubled the already high
volume of sales prevailing in June.
Demand for passenger automobiles
was very heavy. Also, purchases of
various nondurable goods which were
in short supply during the past war
expanded  considerably in  July.
Anticipatory buying has decreased in
August from the July peak.

COMMODITY PRICES — The
average level of wholesale prices,
which advanced 5% during July, has

RVE SYSTEM, AUGUST 25,

B sh‘

shown little chane in the firg ¢
weeks of August. Prices of fary, .
ucts and foods have declined
but prices of industrial comp..
have advanced further. The .
marked increases have been in
of imported materials. Prices of . -
metal and copper and lead pre;
have also advanced considerably
in retail markets, average |
prices have apparently shows !
change following marked increpe
July. Prices of a number of other.
sumer goods, including fucls,
furnishings, tires, and used o
mobiles, have advanced further,
BANK CREDIT—Total loans .-
holdings of corporate and muni-
sccurities at banks in leading ¢
showed an exceptionally lurge .
crease of $11/ billion during July,
early August. Real estate and ¢
sumer loans continued their rapid ;. |

and business loans also expan!

a large volume of short-term gover
ment securities to the Federal Reser
and to nonbank investors and p.
chased a small volume of governm
bonds.

An outflow of gold and large s
of long-term Treasury bonds by ¢
Federal Reserve System to non-ba
investors also tended to drain resen

ply during this period. Banks ' |
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funds from banks during Julyandt |

first half of August. Banks met
drain and accumulated additional =
serves more than enough to suppr
the expansion in private credit man
by their sales of short-term securitic

SECURITY MARKETS—Yill

on government securities showed lin

change during the first three weeh

of August. On August 18, the Fe

eral Reserve announced a rise in th |
discount rate to 134 % at New Yot

and a change in open market polici:
and the same day the Treasury i
nounced new refunding offering
Following
short-term market rates rose whik
yields on longer issues remained firn
Yields on high-grade corporate bond:
declined in the first three weeks ¢

August and common stock prices in

creased gradually to a level about 4%
below the June peak.
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