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developmentsin 1962

our district’s ecox,ottiic performancethis year
differed in severalimportantways from its show-
ing last year. Some of these contrastswill be
spelled out in this annualreviewedition.

Most notable—andbasic—of the region’s de-
velopments was the turn-aroundshowing in the
agricultural sector. Agriculture, you may recall,
had been plagued by drouth in 1961. But this
year,cashreceiptsfrom farm marketingswereup
8 percentin Ninth district states from the levels
of 1961 andapproachedthe recordlevels of 1958.
The taking into account of greater government
paymentsto farmers raised the gross cashfarm
incomein 1962to an all-time high.

Manufacturing,as well as many sectorsof busi.
ness. also improved during 1962 and, within a
settingof hesitantrecoveryon the national level,
contributed further toward a more favorablerate
of district expansion.

On the financial front, district banks expe-
rienceda numberof significant changes—butlet’s
let the record speakfor itself:
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Banki ~ tiable timedepositcertificatesto corporateinvest-

ors. Total time depositsat district city banksrose
by more than 50 percent in 1962. The largest

The outstandingfeatureof banking experience annual gain previously recordedwas 18 percent
in the Ninth FederalReservedistrictduring 1962 in 1961. At the country bankstime depositsrose
was the virtual explosionof time depositsfollow- by $188million or slightly more thanthe previous
ing the changein Regulation Q on January 1, recordrate of 14 percentin 1957. In other years
which lifted from 3 percentto 4 percentthe max- the country bank time deposit growth rate has
imum interestratethat memberbankscanpay on beenwell below that figure.
time deposits. Time depositsamountedto only 30 per~iitof

Most banks respondedto the change in the totaldepositsin thecity banksat the endof 1962,
Regulationby offering higherrates,with the re- despitethe high growth rateduring the year. At
suit that time depositsgrew more rapidly—both the country banks time depositsamountedto 45
absolutelyand percentagewise—thanever before. percentof total deposits.Total depositsof both
This wastrue at both the city andcountry banks. city and country banksroseabout 8 percent in

At the city banks much of the $239 million 1962 as a small decline of demanddepositspar-
increasein timedepositsreflectedthesaleof nego- tially offset the increaseof time depositsat the

Chart1~D~po~itsand 0uns*of city ond country district memberbanks.



city banks. Country bunk demanddepositswere
up somewhatfor the year.

Both the city andcountry banksin the district
increasedtheir loans proportionately morethan
their depositsin 1962. This raised the ratio of
loans to depositsfrom 51 percent to 53 percent
at the city banksand from 46 percentto 48 per-
cent at the country banks in the twelve months
endedNovember 1962. Loans rose $143 million
or 13 percentat the city banksand $163 million
or 12 percentat thecountrybanks.While theper-
centage gains were exceededin a few previous
years, the dollar gains were a record at both
groupsof banks.

Countrybanksin the westernstatesof the dis-
trict registereda significantly higher rateof loan
growth in 1962 than did the city banks or the
country banksin the easternpart of the district.
Countrybank loan growth averaged18 percentin
the threewesternmoststates and only 7 percent
in the other district statesor part states.Deposit
growth rateswere comparablein all district states
except North Dakota, where the gr.wth rate was
half again as large as the district average.

TAStE I CI~ANOEOF COUNTRY BANK LOANS
AND DEPOSITS, NOVEMBER 1961-NOVEMBER 1962

Loans Deposits
(p.rc.rit) (perc.nt)

Mkhiqen 7.3 7.3
Minneso$a 7.5 7.0
Montana 14.5 7.5
North Dakota 23.0 ILi
South Dakota 166 8.8
Wisconsin 6.1 5.6

The interestexpenseof district memberbanks
will, of course,rise in 1962 becauseof the increase
of time depositsand becauseof the higher rates
of interestpaid on thesebalances.in an effort to
recoupthis additionto expense,many banks,both
in the district and in the nation, appearto have
changedtheir “mix” of earningassetsin an effort

Chort 2 Index of daily average total de~
posits at district member banks. (January
1951=100)

to boost the rateof return and to boostthe pro.-
portion of receiptsnot subject to the federal in-
come tax. Theseefforts have resultedin the sub-
stitution of less liquid for more liquid assets.

Judgingfrom an inspection of member bank
call report8 dated September 28, 1962 and
September27, 1961,the liquidity of districtmem-
berbanksdeclined somewhatless during the in-
tervening twelve months than did the average
liquidity of all memberbanks in the nation.

The table reveals that even though member
banks in the Ninth district sustainedabout the
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samepercentagegrowth in total depositsas the TABLE 2~PERCENT CHANGE IN SELECTED ASSETS
national average, their percentageincrease of AND LIABILITIES AT MEMBER BANKS,
holdingsof relativelyless liquid assetssuchasreal SEPTEMBER 27, ‘1961-SEPTEMBER28, 1962
estateloansand municipal bonds(includedunder DISTRICT U. S.
“othersecurities”)wasunderthenationalaverage. (percent) (percent)

U. S. Obligations Held + 1.8 — 4.7
And, in contrastto adeclinein governmentsecur- ShodTcrri’ —27.0 —.17.1

ities held by all memberbanks in the nation,the Other Securities +17-S +23.9

holdings of district banks increasedsomewhat. Total Loeni + 8.1 + 9.4

Oneexceptionto the generalpatternof a smaller Real Estate + 5.1 +12.1

decreaseof liquidity in the district than in the na- Total Deposits + 7.0 + 7.8
Demand — .9 + 3.3

tion was the largerpercentagedecline in the dis- Tim. +21.8 + 16.5

trict of short term governmentsheld. On Septem-
Dua within a year.

ber 28, 1962, the ratio of short governmentsto
total depositsin the district and in the nation was ception of gains recordedin 1958.
7.7percentand8.5 percent,respectively.Theratio
of realestateloans to total depositswas 14.0per- It is likely that the lack of deiiujnd fur luaiis

at the FederalReserveBank of Minneapolis in
cent and 12.7 percent,respectively, and that of 1962 also reflectsthe narrow range of quotations
non-U. S. governmentsecuritiesto total deposits

for U. S. Governmentsecurities,which has char-
was 10.0 percent and 1L2 percent,respectively.

acterizedthe money marketsince mid-1960. The
The ratio of total loans to total depositswas 52
percentin thedistrictand55 percentin thenation, opportunityof liquidating securitiesat little or no

Member bank borrowings at the Federal Re- loss may well have prompted those few banks
in needof cashto tap that sourceof funds rather

serve Bank of Minneapolis averaged less in than to secure accommodationat the Federal
1962 than in any yearsince1943. In the tenyears

Reserve.
before 1961, member bank borrowing averaged
as much as $39 million for the year (in 1957)
and as little as $7 million (in 1954). In 1961 Agriculture
daily averageborrowingby districtmemberbanks
averagedonly $1.6 million, and in 1962 it aver- Favorableagricultural conditions throughout
aged less than a million dollars. Borrowing by most of the Ninth district led to a marked un-
the reservecity banksin 1962 averagedwell under provementin the income position of farmers in
a hundredthousanddollars, and in eight months l.9~2.Total cash receiptsfrom farm marketings
of the year,not onereservecity bankwas in debt areestimatedat $3,580million, up 8 percentfrom
to the FederalReserve.Country bank borrowings the $3,308 million received in 1961. The esti-
were negligible, averaging less than a million mated 1962 figure exceedsthe previous record
dollars in all but threemonths of 1962. high marketingsof $3,463 million set in 1958.

It is apparentthat the lack of demandfor ac- 1-ligher direct payments to farmers by the gov-
commodation at the Federal Reserve Bank of ernmentwill make1962 a record year in terms
Minneapolisin 1962 reflectedin largemeasurethe of grossfarm income.
abundanceof funds, particularly time deposits, Crop marketing receipts estimated at about
placed by depositorsat the disposal of member $1,260 million are 16 percentgreaterthan those
banks.Total depositgains registeredat both the received in 1961, reflecting the substantialml-
city and country banksin the districtwere larger provementin moisture conditions in the western
than in any year sincebefore 1950, with the ex- states.The primefactor in this increaseiii receipts
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~~asanear60 percrtitrise it1 wheatproductionu~cr by about 50 percent. Virtually all of that gaili is
the 1961 outputdue primarily to improvedyields. attributableto the increasein wheatyields from
Other small grains showed similar increasesin 11.9bushelsper acre in 1961 to 28.7 bushelsper
yields and production. Thus. the addedvolume acre in 1962. The total wheat output in North
more than absorbedslightly lower grain prices. Dakotawasover twice the 1961 production.The
Theonly crops that showedany decline in output generally favorable crop conditions during 1962
from the 1961 totals were corn and soybeans, are reflected in increasedoutput of almostall of
both of which registeredsmaller yields per acre the grains.For example,the output of oats and
comparedto the exceptional yields of 1961 for rye was over threetimes the 1961 figure, while
those crops. barley and flax production more than doubled.

Proceedsfrom the sale of livestock and live. Livestock receiptsadvancedmorethan 5 percent
stockproductstotaled an estimated$2,320million over the 1961 receiptsdueprimarily to improved
during 1962, an increaseof over 4 percentabove beef cattle prices.
the 1961 total. Lower dairy incomes were more Montana: Theincreasein cashreceiptsin Mon.
than offset by increasedincome from other live. tanaclosely parallelsthe experiencein North Da-
stock, particularly beef cattle. kota.Total cashreceiptsadvancedover 20 percent

to total an estimated $i~50million. This figure

TABLE 1: ESTIMATED 1962 CASH RECEIPTS FROM surpassestile previoushigh cashreceiptmark set
FARM MARKETINGS in 1958. Again, much of the increaseis attrib.

(millions of dollars) utable to significant improvement in crop pro.

Crops Livestock Total duction, as cash receipts from crop niarketings
Minnesota areestimatedto be 40 percenthigher than those

of 1961. Higher cattlepricesraisedcashreceipts
from livestock about 12 percent,the largestper.

Montana . . -

961 150 215 365 centagegain in the district.
1962 210 240 450 SouthDakota: Cash receipts from farm mar-

North Dakota ketings in South Dakota are estimatedat $680
1961 293 208 502 million for 1962,up almost 3 percentfrom 1961.
1962 435 220 655 A 7 percent increasein the sale of livestock and

SouTh Dakota livestockproductsmore than offset a reductionin
$961 $79 484 663 the proceedsfrom crop sales. While yields of
1962 $60 520 680 grain cropswere generallyhigher than those of

District TotaI~ 1961,a severerust infestation in winter wheatre-
$961 1,087 2.221 3,308 ducedthe output of that crop to about one.half
$962 1260 2,320 3,580 tne total i~ioioutput. inc namageto tile winter

‘Includes those parts 0f Mchigan and Wisconsin in the wheatcrop was sufficient to reduceall wheatpro-
nt s nc. dLiction about 10 percent below the 1961 total

State Summaries which, in turn,was the main factor in a 12 percent
North Dakota: The largestpercentageincrease decreasein crop receipts.

in cashfarm receiptsof any of the district states Minnesota: An estimated 1 percent gain in
occurredin North Dakota. This increaseof more cashfarm receipts,while being the smallestin the
than 30 percentover the 1961 total representsa district, was sufficient to move the total for the
total cashreceipt figure of an estimated$655 mit. state to $1,530 million This sets a new record
lion. Cash receiptsfrom thesaleof cropswere up high for cash receipts. Crop receipts, which
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usually amount to less than half the income de- economy, the district’s economy,of coutse, was
rived from livestock,wereoff about2 percentdue tied closely to developmentsin the nation. This
mainly to a decreasein cropyields from the levels was the situation for the many district maimufac-
attainedin 1961. Someof the reduction in crop turingand mining firms servingnational markets.
outputwas the resultof excessivemoisture condi- lii theU. S..theeconomicrecoverywhich began
tions in the westernpart of the state and in the in February 1961,continuedthrough 1962. How-
Red River Valley Incomefrom the sale of live- ever, the expansionduring the past year slowed
stock and poultry offset lower dairy incomes as down to such an extentthat it has puzzled many
the total livestock receiptsadvancedan estimated businessmenandeconomists.The slow movement
2 percentover the 1961 total. is reflected by the gross national product, which

nicasuresthe volume of all goods and services

TABL~2—BUSHEL YIELDS PER ACRE produced.GNP rose (on a seasonallyadjusted
annualrate) from $545 billion in the first quar-M~nn. Mont. No. Oak. So. DeL

1961 1962 1961 1962 1961 1962 1961 1962 ter of 1962 to only $562 billion in the fourth
All wheat 24.0 24.6 14.7 22.6 11.9 28.7 14.4 17.3 quarter,a small increaseof about2 percentafter
Corn for allowance for price changes. lii 1961, the in-

grain 64.5 59.5 58.0 50.0 33.0 31 0 36.5 42.5 creasewas 7.5 percent. As a result of the slow
Soybeans 24.0 $9.5 — — 14.0 3.5 $8.0 20.5

rate of economic expansion, industrial plant
Barley 30.0 26.0 18.0 30.5 18.0 35~024.0 27.0
Oats 46.0 455 340 41.0 23.0 52.0 34.0 41.0 capacity has gone unusedand a higher level of
Flax seed $2.0 $0.0 4.0 $0.0 6.2 $2.0 9.5 10.5 unemploymenthas beenrecordedthan in former

periods of economicrecovery.
Production expenses

While net incomesof farmers in thedistrict ad- Employment
vanced,some of the increasein gross farm in- Measures of employment and unemployment
comes was absorbedin the continuing rise UI constitute major sourcesof information on the
productionexpenditures.The index of pricespaid economichealth and well-being of individuals in
by farmersstoodat an all time high in mid-Octo- communities, in states and in the nation as a
her. about 2 percent higher than 1961 levels, whole. It measuresthe extent of the utilization
While muchof the increaseis due to higherprices of the labor force.
—particularly feeder cattle pricrs-~--farmerscon Since 1937. unemployment in the nation has
tinued the trend toward purchasingmore inputs beenhigh in comparisonwith the period follow-
from off-farm sources. Farm wage rates ad- ing World War II, anda 4 percentunemployment
vancedmoderatelywhile other purchasedgoods level has becomewidely acceptedasapproxirnat-
and servicesadvancedonly slightly during the -ing reasonablyfull employment.Unemployment
year. as a percentof the civilian labor force, in figures

compiled by the Bureauof Labor Statistics,has
B u sIness not averagedas low as 5 percent on an annual

basissince the 4.3 percentrate achievedin 1957.
During 19o2, the economic expansion iii the Thesefigures havebeenwatched anxiouslyeach

Ninth district proceededat a ratefasterthan the month as the economy has moved upward from
national.Thestimulusfor muchof the expanding the low point in economicactivity reached in
volume of district businessactivity in the latter February 1961.
half of the year came from the improvement in In Ninth district states,as in other agricultural
farm income.As an integralpart of the national states, the technological transition occurring in
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agriculture vt,ii1inue~. yeas uftet year, to reduce

the labor requiredon farms, as the chart shows.
In the first half of 1962, employmenton farmsin
the four district states (Minnesota, Montana,
North Dakota and South Dakota) averaged2.6
percentbelow the numberemployedon farms one
year earlier. Beginning in June, however, some
increase occurred as preparationswere being

madefor the harvestingof a near record crop;
employment on farms rose significantly, and
through November it continued to remainabove
the year earlier level. In Michigan and Wisconsin,
wherecropproduction is notso importanta part
of agriculture, workers on farms continued to
decline in 1962.

While farm employment has beengoing down
for manyyears.urbanemployment hasrisen,ex-
cept during periodsof economicrecession.Since
the mid-1950s,evenin prosperousyears,employ-
ment has declined in metropolitan areaswhere
manufacturingis heavily concentrated.In highly
industrialized Michigan, for instance, nonfarmit
employmentwas at a peakin 1953; then it began
to declineslowly as manufacturersinstallednew
automaticequipment.

SIMPLE ANNUAL AVERAGE RATES O1~CHANGE
OF NINTH DISTRICT EMPLOYMENT, 1953-1962

Nonagnicultural Agricultural
(percent) (percent)

Minnesota 1.34 —2.41
Montana 1.04 —2.59
North Dakota 1.48 —2.89
South Dakota 2.20 —2.46
Mchiqan —1,77 —2.34
Wisconsin - l.0’ —2.24

Nonfarm employment in the Ninth district a~
a whole rose slowly in 1962, from January
through August, and then declined slightly. The
seasonally adjusted index (I957-59~100)rose
from 105.6 percent in January to 106.6 percent
in Augustand subsequentlydeclinedto 106.2per-
cent in November.The decline is too small to re-
veal a turning point in any major industry cate-
gory except iron ore mining.

Churl 1-~DistrIctemployment by states, 1953
and 1962.
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iNSURED UNEMPLOYMENT AS A PERCENT OF but after deductiu~of individual contributionsfor
AVERAGE COVERED EMPLOYMENT* social insuranceprograms.

February S.pt.mber** October Total personalincomein the U. S. during 1962
l961 1962 1961 1962 1961 1962 rosefrom $128.8billion in Januaryto $445.6hi!-

Minnesota 8.8 6.9 2.5 1.9 2.4 2.) lion in October, an increaseof 3.9 percentcom~
Montana 15,1 9.1 2.6 2.1 3.0 1.9
North Dakota 12.6 11.5 2.0 0.8 2.2 0.7 pared with a 5.4 percentincreaseduring the corn-
South Dakota 7.3 5.8 0.8 0.9 0.8 0.9 parableperiod in 1961. Theseestimatesalso re-
Michigan 13.6 6.7 4.1 3.0 3.9 2.6 flect the slowingdown in economicgrowth.
Wisconsin 7.3 4.4 2.5 2.0 2.3 2.1 Ninth district personalincomegrewat a faster
United States 8.4 5.9 3.8 3.3 3.8 3.4 rate in 1962 than during the precedingyear.The

The average is insured unemployment as a percent of seasonallyadjusted personal incomefrom January
everaqe covered employment in a 12.month period end. to October, inclusively, rose by 6.2 percent as
mg 6 to 9 months prior to month of reference.

* * seesonil peek in unemployment usually occurs in compared with 3.4 percentin the corresponding
Fóbruary and the seasonal low in September in theNinth monthsof a year earlier.In the first half of 1962,
district, the adjustedincome was quite stable, averaging

about 5 percent above the level of one year
The growth in the district’s nonseasonalem- earlier. Beginningin July it rosesignificantly, and

ployment in 1962 was small, only approximately by October it was 8.5 percent abovethe year
7,100 workers.1 Even so, the recent employment earlier total. The rise in incomein the latter half
growth within the(listrictand thejob opportunities of the year was due to the marked improvement
in otherregions,especiallyin neighboringstates, in farm income.
havegraduallyreducedthe unemploymentin this
area.In Michigan,Minnesota,MontanaandNorth AVERAGE ANNUAL iNCREASE IN PERSONAL
Dakota, insuredunemploymentas a percentof the INCOME IN DISTRICT STATES; 1953 TO 1962*
coveredemploymentin October was significantly Percent
belowthatof a yearearlier. In SouthDakota,such Michigan 3.04
unemploymentwasbelow 1 percentandin Wis- Minnesota 7.17

consin, slightly over 2 percentduring bothOcto. Montana 4.12
North Dakota 5.26bers.Comparedwith the nation,Ninth district Un- South Dakota 6.28

employmentfalls to a lower level in the summer Wisconsin 5.15
—but it also risesto a higher level in the winter. ‘Annual estimates for 1962 warn not available for Michiqar

and Wisconsin. The averaqe w3c computed on nine years.

Income
The level of personalincomeconstitutesanother Total personalincome from 1953 to 1962, in~

major sourceof economicintelligence.The broad clusively, in thestateswholly or partly in this dis.
patternsof income flow to individuals and fam. trict fluctuatedwidely due to the rise anddecline
ilies gaugethepulse of our economiclife. Income of income from primary industries,such as agri.
includes all current receipts received from all cultureandmanufacturing.In this ten.yearperiod,
sourcesby the residentsin a political subdivision theaverageannualincreasein total incomeranged
or in the nation. It is measuredbefore deduction from 3.04 percentin Michigan to 7.17 percentin
of income taxes and other direct personaltaxes, Mitim~esota,

The rise in per capita income in the district
Th. estimate includes the four full states and Upper statesrevealsa different picture than do thestate

Michigan but not northwestern Wisconsin which is part of
the Ninth district, totals.Percapitaincomedepends,in a largemeas-
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ure, on the rise in productivity by industry,while
the state total dependslargely on the economic
growth. The accompanyingchart plots the per
capita incomein 1953 and 1962 by district states
andthe averageannualpercentof increase.In the
past ten years,the rise in percapita income has
been rapid in Minnesotaand the Dakotas, with
the annualaverageexceeding4 percent.

Consumer expenditures
Personalincome is the primary factor control-

ling consumerexpenditures.After thepaymentof
taxes, which is the first obligation, consumers
havethe balanceat their disposal.During thepast
eight years.the quarterly rateof consumerexpen-
ditureshas varied between91.5 and 94.5 percent
of disposablepersonal income, which is, after
paymentof taxes, a variation very significant in
the final demandfor productsandservices.In the
most recent quarter, the ratio stood at 93.1per-
cent.

Consumerexpendituresin the U. S. from the
first to thethird quartersinclusively in 1962, rose
by 2.3 percent as comparedto 2.9 percent in
1961. Expendituresfor nondurable goods and
for servicesrose by almost the samepercentages

in the two periods.
The smaller rise in consumerexpendituresin

1962 ascomparedto 1961 is tracedto thedurable
goodsfield. Salesof new automobilesrosesharply
in the fourth quarterof 1961, and the level was

maintained in 1962 with little further increase.
The high salesof new automobileswas a major
factor in supportingthe increasedlevel of busi-

nessactivity achievedlast year.
Total retail salesin the Ninth districtwerequite

high in 1962. However,the increaseoccurredat
the beginning of the year, with only a small
further rise during theyear.The Bureauof Cen-
sus’ sample of salesby retail stores, which ex-
cludes sales in large retail chains but is the
broadestcoverageavailable in the district, rose
only a fraction of a percent in the first nine
monthsof 1%2 on a seasonallyadjustedbasis.In

Chart 2 Per capita per~onoliiicome in N~ñth
dfstrict states1 1953 and 1962. *

The annual average increase or decrease was derived from
the algebraic sum of the annual increases or decreases,
which was divided by the number of years. The beginning
of the period 1953 was used as a base to turn the average
into a percentage.

the precedingyear,the adjustedindex rose by 5
percent.

On the basis of the information on employ.
ment, unemployment,personal income and ex-
penditures, a vast majority of residents in the
Ninth district were prosperousin 1962.The cur-
rent outlook for 1963 is favorablein large part,
according to developmentsin major industries,

Manufacturing
District manufacturing expandedsignificantly

in 1962. The seasonallyadjustedindex of indus-
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trial use of electricpower an indicator of snanu- Other types of building—i~omuiiit’reiat. iridus-
factured products output—in October was 10.6 trial, educational,hospitaland public buildings—
percentabovethe Januaryfigure. Much of the in~ approximatelyequalingthe volume of residential
creaseoccurredin theoutputof durableproducts~ building, declined during 1962. ‘[lie amount of
which is subject to cyclical fluctuations larger contractsawardedin the district during the first
than the outputof nondurables.The rise in emn~ nine monthswas down 11 percentfrom tile pre-
ployment also reflects the expansionin durable ceding year. According to the awardsmade in
manufacturing.In October 1962, employmentin recentmonths, there is still no indication of an
plants producing durable products was up 4.9 increasein activity during 1963 The construe-
percent,while in nondurableplantsit wasup only Lion of public buildings may rise, as the amount
1.6 percentfrom a yearearlier, of bond issuesapprovedin the Novemberelection

An important factor in the larger demandfor was high in many localities.
durableproductshas been the value of contracts In contrast,theactivity on public work projects,
awardedby both civilian and defense agencies which includes largely the constructionof streets,
of the federal government. The dollar amount highways,bridgesand seweragesystemsand the
of contracts awarded in this region as a pro- expansion J)rogranls of the private and public
portion of the total, has remained quite stable utilities, rose significantly in the latter half of
from the beginning of the Korean War to 1962.Furthermore,the outlook is for a continued
the presenttime, so the rise reflects the steady high volume of constructionin 1963, since in-
increase in federal government expenditures. creasedappropriationshavebeenmade for high-
Theseexpenditureswill continueto rise in 1963. way construction.
Previously scheduledincreasesplus new legisla-
tion now indicate that purchasesby the govern. Mining
mentmay total$4 billion to $4% billion abovethe In the mining field, Montana’s 1962 copper
1962 total in the U. S. Of course,thedemandfrom production was interrupted by a labor dispute.
consumersfor manufacturedgoods is more im- which accountedfor the decreasein copperpro.
portant in the total final demand,but it is dif- duction. Except for this work stoppage,a stable
ficult to predict. The employment and income level was maintainedin the output of copper in
accruing from larger governmentexpenditures bothMontanaandUpperMichigan.
may expandthe consumerdemand. Iron ore shipmentsfrom U. S. ports on Lake

Superior totaled 53.6 million grosstons in 1962.
Construction slightly less than the 53.8million tons shippedin

District residential building held up well ~Ii 1961, when output was also low. The increasein
1962.The numberof dwelling units authorizedby pelletproductionhasbeenoffsetby cutbacksmade
building permit during the first nine months of in other typesof ore.
1962was up 9 percentfrom thecomparableperiod In northern Minnesota, the 70-year-old Zenith
one year earlier. Much of the building was con- mine at El~was abandonedby the W. S. Moore
centratedin Minnesota, especially in the Twin Companyand North RangeMining Company in
Cities metropolitanarea,which recordedan in- late 1962. The Oliver Iron Mining Division of
crease of 18 percent in units built. The trend U. S. Steel abandonedMinnesota’sfirst iron ore
toward the building of more apartmentscon~ mine, the Soudan,and a ten million ton ore re-
tinued. Multiple dwelling units comprised59 per. serve which it had never developed,located at
cent of the total, while in 1961 they were only 40 Hibbing. Such developmentspoint to a further
percent. reduction in iron ore production.
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operations in 1962

A t year end thenumber of peopleemployedin to be d~~lsedanddevelopedfor handling thecorn-
the bankhad grown to the highest number,684, pilation of datafor manydifferent departmentsin

of any postwar year. The increasing volume of the bank. such diverse reports as the expense
operationsfacedin theCheck department,andthe reportby theAccountingdepartmentsubmittedto
demandsfor more complete,detailedreportsand the Boardof Governors,efficiency reportson staff
analysesto be furnished by the Planningdepart- in the Checkdepartment,calculationof salarycx-
ment,are examplesof greatlyincreasedworkloads pensesand deductions,and payroll tax including
facedby the bank,resultingin higheremployment. Social Security and UnemploymentCompensation
Except for the developingcapability of the hank for the Per.-onneldepartment,the reclassification
to use electronicprocessingof dataand handling of Treasury Tax and Loan Accounts, and func-
of checks,the employmentfigure might havebeen tional distribution of employeetime in the Check
evenhigher. department,are examplesof reports that either

The numberof checkshandledby the bankhas consumedconsiderabletimepreviouslyor werenot
been increasing annually, and this year the in- even attempted prior to the availability of the
creasejumped 7.9 percent over 1961. The new equipment.While time and expenseare involved
electronic equipment installed in October in the in preparingprogramsfor such compilation, once
Check departmentenabled a substantialportion developedthey maketherepetitivetask much sim-
of thesechecksto be handled at high speed. At pier and quicker.
the presenttime, the checksso processedhave to Activities of the Fiscal Agency departmentin-
be manually processedonceon proof machinesto creasedand those of the Discount department
encodein magneticink the amountof the checks, decreasedas short term money rates remained

As theMagneticInk CharacterRecognitionpro- relatively stable throughout the year. With the
grain progresses,magneticencodingwill be done TreasuryDepartmentoffering an increasedamount
by forwarding banks,and the initial manualhan- of TreasuryBills, the total of securitieshandled
dling to preparethe checksfor electronicprocess- by the Fiscal Agency departmentat Minneapolis
ing will be reduced. FederalReserveBank increased.Even thoughdis-

Dueto very carefulpreparationprior to installs- trict memberbanks increasedtheir loans propor.
Lion of the equipment, satisfactory results were tionally more than their deposits,most of them
achievedwithin a short period of time. By the wereableto financethe increasewithout recourse
end of the yearmore than five million checkshad to the Discount window. As notedin the Banking
beenhandledby the high speeddivision, review, those few commercial banks that found

The availability of the general dataprocessing themselvesshort of funds, rather thanborrowing
electronic computerenabledadditional programs from the FederalReserveBank, may haveIiqui.
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datedsecurities~ii the stablemoneymarket. on thiscountry. The EmergencyOperatingLetters
As commercialbanksin theNinth districtadded and Instructions Manual of the bank has been

to their investmentportfolios during the year, an completedanddistributedto all commercialbanks
additional number of securitieswere sentto the in thedistrict, who havebeencontinuallyurgedto
FederalReserveBank of Minneapolisin Safekeep- advancetheir own preparednessplans.Agreements
ing for them. In the pastdecadetherehas beena havebeenenteredinto with 51 commercialbanks
significant increasein the securitiespledged to in thedistrict to actas cashagentsor checkagents
securepublic deposits.so that by year-endmore for the FederalReserveBank of Minneapolisdur-
than 55 percentof the dollar volume of securities ing a nationalemergency,and non-memberemer-
held in safekeepingwerepledgedeither to public gencyserviceswereofferedto qualified non-mem-
deposits,governmentdeposits,or Treasury Tax her banks in the district. By the end of the year
andLoan accounts. more than half of the non’member banks in the

Although a shortageof coin continued during district were in a position to receivesuch emer-
the year,the FederalReserveBank of Minneapolis gencyservices.
was able to meet the coin requirementsof Ninth At year end the chairman of the board of
districtbanks.It was necessary,however,to reduce directors announced the appointment of Chris-
theperiodbetweenthe time that coin wasreceived topherE. Bjork andRalphJ. Dreitzler as assistant
at thebank,proven, wrappedand shippedout to generalauditorseffective January1, 1963.
memberbanks. In the election for new directorsof the Federal

Comparedwith lastyear, therewas an increase ReserveBank of ~‘iinneapolis.Curtis B. Mateer,
in the numberanddollar amountof outgoingcoin Executive Vice Presidentof the Pierre National
shipmentsto memberbanks. In addition, the out. Bank, Pierre,SouthDakota,waselectedas a Class
going shipmentsduring the year have exceeded A director andHugh D. Galusha,Jr.. Lawyer and
the incoming, resulting in a netoutflow of coin of Certified Public Accountant,Helena,Montana,as
close to $5 million. Incoming shipmentsof cur- a ClassB director. The Board of Governorsof the
rency, however, exceededoutgoing even though FederalReserveSystemreappointedAthertonBean
the dollar amount of the outgoing shipmentsin. as a Class C director for a three-yearterm and
creased over 1961. The year-end decrease in Harry K. Newburn as a director of the Helena
Federal ReserveNotes of the Federal Reserve Branch for a two-year term. Atherton Bean was
Bankof Minneapolis reflectspart of this netinflow, redesignatedas chairman and Federal Reserve

In total, the number of currency shipmentsde. Agent and JudsonBemis as deputy chairmanfor
creasedduring the year due to a changein postal 1963. The Board of Directors of the FederalRe-
regulationswhich permittedcombining shipments serve Bank of Minneapolis reappointedRoy G.
of variousdenominations. Monroeand Harald F. Olssonas directorsof the

Further steps were taken during the year to Helena Branch for two.ycar terms and re.elected
provide for staff protection and the carrying on JohnA. ~ioorheadas the FederalAdvisory Coun-
of essentialbankingservicesin the eventof attack cii memberfor 1963.
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Volume of Operations
Number Dollar amounts

1962 1961 1962 1961
Discounts and advances 195 341 $ 118,793,000 196,975,000

Currency shipments, outgoing 17,290 20,400 431,578,000 423,501,000
Coin shipments, outgoing 27,866 25,258 30,068,000 27,264,000
Checks handled, total 160,131,976 148,965,493 46,4.43,008,000 43,495,220,000
Collection items handled 838,541 793,890 628,666,000 649,153,000
Issues, redemptions, exchanges of

U. S. Government securities 245,229 248,776 7,837,183,000 6,896,235,000
Securities held in safekeeping 159,751 146,872 1,682,810,000 1,587,494,000
Transfers of funds 89,713 86,149 35,362,708,000 35,843,000,000

Earningsand Expenses
CURRENT EARNINGS 1962 1961

Discountsand advances $ 53,4.85 $ 51,912
United States Government securities 21,999,161 21,648,273
All other 92,056 10,893

Total Current Earnings 22,144,702 21,711,078

CURRENT EXPENSESP Operating Expenses 6,734,047 6,198,860
Assessment for expenses of Board of Go’~ernors 152,100 144,000
Federal Reserve Currency 245,505 108,015

Total Current Expenses 7,131,652 6,450,875

Less: reimbursement for certain fiscal agency and other expenses 634,389 655,147

Net Expenses 6,497,263 5,795,728

CURRENT NET EARNINGS 15,647,439 15,915,350

NET ADDITIONS TO CURRENT NET EARNINGS
Profits on sales of U. S. Government securities (net) 41,395 80,994
Transferred from reserves for contingencies (net) —0— — 0 —

All other — 13,359 — 1,746
Total Additions

NET EARNINGS BEFORE PAYMENTS TO UNITED STATES TREASURY 15,675,375 15,994,598

PAID TO U S. TREASURY (Interest on Federal Reserve Notes) 13,564,350 14,005,314

DIVIDENDS PAID 634,325 582,284

TRANSFERRED TO SURPLUS 1,476,700 1,407,000

SURPLUS January 1 20,232,500 18,825,500

SURPLUS December 31 21,709,200 20,232,500

r
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Statementof Condition
ASSETS Dec. 31, 1962 Dec. 31, 1961

Gold certificate account $ 360,614,670 $ 346,376,982

Redemption fund for Federal Reserve Notes 28,295,783 26,898,018

Total Gold Certificate Reserves 388,910,453 373,275,000

Federal Reserve Notes of other Federal Reserve Banks 31,637,000 17,931,500

Other cash 9,963,666 9,186,228

Discounts and advances
Secured by U. S. securities —0— — 0 —

Other 23,000 345,000

United States Government securities 628,151,000 615,774,000

Total loans and securities 628,174,000 616,119,000

Foreign currencies 1,854,917 313

Cash items in process of collection 209,142,027 199,663,497

Bank premises 4,285,704 4,629,742

Other assets 5,689,567 5,132,216

Total Assets 1,279,657,33.4 1,225,937,496

LIABILITIES
Federal Reserve Notes in actual circulation $ 577,402,225 578,877,280
Deposits:

Member bank — reserve accounts 431,532,606 443,282,324

United States Treasurer — general account 32,983,176 15,623,073

Foreign 5,980,000 6,095,000

Other deposits 1,682,795 893,902

Total deposits 472,178,577 465,894,299

Deferred availability cash items 195,753,021 148,271,847

Other liabilities 1,759,711 2,545,320

Total Liabilities 1,247,093,534 1,195,588,746

CAPITAL ACCOUNTS
Capital paid In 10,854,600 10,116,250

Surplus 21,709,200 20,232,500

Total Liabilities and Capital Accounts 1,279,657,334 1,225,937,496

Ratio of gold certificate reserves to deposit
and Federal Reserve Note liabilities combined 37.1% 35.7%
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Officers of theFederalReserveBankof Minneapolis

Frederick 1.. Deming President

Albert W. Mills First Vice President

Kyle K. Fossum Vice President

Clarence W. Groth Vice President and Cashier

Melvin B. Holmgren Vice President

Arthur W. Johnson Vice President

Harold G. McConnell Vice President and Secretary

Franklin 1. Parsons Vice President

Maurice H. Strothman, Jr. Vice President and General Counsel

Roger K. Grobel Chief Examiner

Arthur J. McNulty General Auditor

Frederick J. Cramer Assistant Vice President

John J. Gillette Assistant Vice President

Oscar F. Litterer Assistant Vice President

Milford E. Lysen Assistant Vice President

Orthen W. Ohnstad Assistant Vice President

John P. Olin Assistant Vice President

Earl0. Beeth Assistant Cashier

Carl E. Beryquist Assistant Cashier

William C. Bronner Assistant Cashier

Howard L. Knous Assistant Cashier

John A. MacDonald Assistant Cashier

William A. O’Brien Assistant Cashier

Marcus 0. Sather Assistant Cashier

Officers at the HelenaBranch

Clement A. Van Nice Vice President

John L. Heath Assistant Cashier

Robert W. Worcester Assistant Cashier

A~of D.c.mber 31, ~962
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Directorsof theFederalReserveBankof Minneapolis
Term expires

Class A: December 31
Harold N. Thomson Vice President, Farmers & Merchants Bank 1962

Presho, South Dakota
Harold C. Refling Cashier, First Natkrnal Bank in Bottineau 1963

Bottineau, North Dakota
Rollin 0. Bishop Chairman of the Board 1964

The American National Bank of Saint Paul
St. Paul, Minnesota

Class B:
Alexander Warden Publisher, Great Falls Tribune-Leader 1962

Great Falls, Montana
Ray C. Lange President, Chippewa Canning Company, Inc. 1963

Chippewa Falls, Wisconsin
T.G. Harrison Chairman of the Board, Super Valu Stores, Inc. 196.4

Minneapolis, Minnesota
Class C:

Atherton Bean CHAIRMAN AND FEDERAL RESERVE AGENT 1962
President, International Milling Company
Minneapolis, Minnesota

Judson Bemis DEPUTY CHAIRMAN 1963
President, Bemis Bro. Bag Co.
Minneapolis, Minnesota

John H. Warden President, Upper Peninsula Power Company 1964
Houghton, Michigan

Directorsof the HelenaBranch
Appointed by Federal Reserve Bank:
Roy G. Monroe Chairman of the Board and President 1962

The First State Bank of Malta
Malta, Montana

Harald E. Olsson President, Ronan State Bank 1962
Ronan, Montana

0. M. Jorgenson Chairman of the Board 1963
Security Trust and Savings Bank
Billings, Montana

Appointed by Board of Governors
H. K. Newburn CHAIRMAN 1962

President, Montana State University
Missoula, Montana

John M. Otten VICE CHAIRMAN 1963
Farmer and Rancher
Lewistown, Montana

Memberof the FederalAdvisory Council
John A. Moorhead President, Northwestern National Bank of Minneapolis

Minneapolis, Minnesota
As of D.c,mb.r 31. 1962
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