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Statement of Frederick L. Deming, President, Federal
Reserve Bank of Minneapolis, before the Subcommittee on

Domestic Finance of the Committee on Banking and
Currency, House of Representatives, February 4, 1964

Jainowy i/us year, hearui~.~son the familiarity with the FederalReserveas a woikizig
~ieral Re,cert.eSystema/ter 5() years bane he-en institution. I believe that the Federal Re~erve

heldin U a.s/un~(on~D.C.be/orethe Subcommittee System,as presentlyorganized,is an effective in-
~n /)oinestic Finance of the haute Carom ttce on strumentof nationaleconomicpolicy.
Thn/cin,q 00(1 Curreimy. At theseheri,s~.merrt~ I do not contendthat the FederalReserveSys-
hers u/the Boardof Governorsof the Federul Re~ tern although fashioned by intelligent, dedi.
serve.‘.~i~stern~thepresuier~sof the Fee

T,,ulliescrie catedmen— is perfect. But then neitheram I sure
~ninks00(1 o1/zer~hat~beencalled to testify, that “perfect” is a word which can be meaning.

hr. 1’rroferjck L. Pe,nin:~.President of ii~~ fully applied to institutions. ‘Fhe questionis not
!~ecieraL/sf:rre Bun/c nj 21J:flneajioli.s, appeared whether a particular institution is perfect, or-
beforeihe ~ubommiiie~ on l~ebruary1. In •~i~~w ganized in the best possibleway. This is sonic-
of i/tn wule piilhiciiv given the hearings. ii ~ thingno onecananswer.But whethera particular
felt that readt’?sof tIn 41unilily Reni~P1JL’i?t he institution works well enough, whether it dis-
intereqed in reading hr. L)OOiWi~S statementto charges its responsibilities adequately, this is
i/u. ‘~i5eorovuItee somethingthat can be determined.And for the

FederalReserveSystem,the answermust,I think,
bethat it hasanddoes.

Nor would I claim that all decisionsmadeby
the Federal ReserveSystem have been perfect.

Mr. Chairmanand Membersof the Committee: (~rLainlyreasonablemen candiffer aboutwhether

It is a pleasureto appearbeforeyou this morn- monetarypolicy — of the last few years,thepost.
ing. I want to thank you for your invitation and war years, or the 50 years since 1913— has
for the opportunity to join with you in your cx- atwaysbeenthe mostdesirableand effective. But
arninationof the FederalReserveSystem.I hope again, this is not the questionat issue here.What
that what I haveto say aboutthe proposalscon- is being consideredhere is whethera differently
tamedin H.R. 9631, H.R. 9~i85,and H.R. 3783 organized or structuredFederal ReserveSystem
will be of somesmall help to you in your delibera- would have turned out, or will turn out, a better
tions. monetarypolicy. It is this that I very muchdoubt.

I havebeenassociatedwith the FederalReserve If monetarypolicy hasat timesbeeninappropriate,
Systemfor almost twenty.threeyears,first as an it is not, I submit, becauseof faulty organization
economistwith the FederalReserveBank of St. or structure.
Louis, then, successively,as director of research I want to addressmyself first to certain major
and First Vice Presidentthere,and, since April aspectsof the institutionalcharacterof theFederal
1957,as Presidentof the FederalHe~erveBank of ReserveSystem.Whenthe Systemwascreated50
Minneapolis.Twenty.three years is a long time, yearsago it wasa new kind of centralbankingin-
long enough,it seemsto me,so that I canclaim a stitution, particularly adapted to the American
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political and economicscone and reflecting the today as they were in 1913. Therefore, I shall
American genius to meet a need in a pragmatic speakin opposition to mostof the proposedlegis-
way without being overly concernedabout what lation containedin the bills I referredto earlier.
I might call “organizationchartlogic.” The Fed-
eralHeserveSystemwasdesignedto be a federal A Regional Federal Reserve System
system— a unique blend of centralizedand re- It is fashionableto say nowadaysthat region.
gional functions and responsibilities.It was de- alism is less strong in the United Statesthan it
signedto carryouta clearlypublic purposebut was wasin 1913,thatthis is particularlytrue of money
organizedso as to drawstrengthfrom the private and credit. and that monetary policy must be
sector—auniqueblend of public andprivate.And national in concept and formulation. I agreein
it wasdesignedso as to be shieldedfrom day-to- part with these points but not with the often
day political pressuresbut maderesponsibletothe assertedconclusionthat the regionalnatureof the
legislative branch of Governmentthrough what System is outmoded.
Chairman Martin has aptly called a “trust in- As every member of the Congressknows full
denture.” well, the United Statesis composedof regions

It seemsto me that two striking facts standout which haveat leastasmanydifferencesassimilari-
when one studies the history of the FederalRe. ties in conditionsand problems.The Ninth Fed-
serveSystem.First, it is not a static, unchanging eral Reservedistrict with its wide areas,its rela-
institution and it never has been. It has been tively smallbut veryvigorouspopulation,its heavy
changedby amendmentsto the FederalReserve dependenceon farming, lumbering and mining,
Act and by other statutes,some of thesechanges its hundredsof small banks,and its many other
being of major proportion and some of minor distinctivecharacteristics,simply is not the same,
scope.Within the framework of the laws it also nor hasit the sameproblemsin degreeor kind as
has evolved over the years, changingas its en- the otherareasof the United States.Rapidtrans-
vironment has changed,and it will undoubtedly portation andcommunication,greatermobility of
changefurther as the yearsgo by. Theseevolu- peopleand the rise of non-resourcebasedactivity
tionary changeshavebeen both with respectto mayhavemadeit less isolatedbuthavenotgreatly
structureand to centralbankingtechniques. lessenedits individuality.

Second,despite all of the changes,both statu- I do not statethesepoints from a narrow sec.
tory and evolutionary,the basicoriginal concepts tional attitude. I note them to underlinethe fact
of federalism or regionality,of the blend of public that national developmentsreflect the sum (or
and private, and of the desirability of insulation sometimesthe remainder) of regional develop-
from politics havebeen preserved.And I might mentsand that nationalaveragescanconcealwide
commentthat this reflectstheAmericangeniusfor regional variations.Therefore, in my judgment,
making institutions work. Changesaresoughtfor it is important to recognizethat regional varia-
practicalreasons—usuallywhenhistory has dem- tions exist and to takethem into considerationin
onstrateda needfor them but sometimeswhen it formulating nationalpoliciesso that suchnational
may be clearly seenthat future developmentswill policies can serve most fully the purposesfor
call for them. Changesare not madejust to tidy which they are designedandthusthetrue national
up the organizationchart, interest.This, I believe, is federalism in its best

In my judgment the reasonsunderlying the form.
conceptsof federalism,of drawingstrengthfrom I should like to comment now on those pro-
theprivatesectorfor a public institution,of shield- posalscontainedin H.R. 9631, which if enacted
ing the central bank from politics, are as valid would, in my judgment, effectively destroy the
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regionalcharacterof theSystem.It is proposedin dents,by virtue of the positionsthey occupyand

H.R. 9631 that the FederalOpen Market Corn- the talents they bring to their tasks,can and do
mitteebe abolishedandresponsibilityfor the con- make significant contributions to the economic
duct of monetarypolicy, and in particular open welfare of the country; but they will be able to
marketoperations,be transferredto a newly con- continueeffectively doing so only if they remain
stituted FederalReserveBoard. It is proposed,in asthey are,votingparticipantsin monetarypolicy
otherwords,that ReserveBankpresidentsbe rele- deliberations.
gatedto advisoryroles.Now, beinga ReserveBank ReserveBank presidents,spendingmostof their
president, I cannot addressmyself to these pro. time in their districts, are able, collectively, to
posals—andmorespecifically,opposethem—with. bring to monetarypolicy deliberationsa thorough
outrunning the risk of appearingto beservingmy knowledgeof what is going on aroundthe coun-
own narrow interestsand of being immodestas try. They are ableto bring a detailedknowledge
well. Naturally, I should like to avoid appearing of regional economicdevelopments.This is ex-
so, but the regional characterof the FederalRe- tremelyimportant,foras I notedearlierandasyou
serve System is, in my view, so important, so well know, aggregateeconomic statistics do not
worthy of beingpreserved,that I mustrisk appear. alwaystell thewholestory, and informationabout
ing selfish and immodest.I personallydo not be. regionaldevelopmentsis not so abundantthat we
lieve thatmy opposition to the proposalsof II.R. canafford to dispensewith first-handimpressions.
9631 is narrowlymotivated.I hopeyou will believe ReserveBank presidentsalso are able to bring to
me in this, monetarypolicy deliberationsa knowledgeof what

May I begin by pointing out-—although I am I call “grassroots thinking,” what all mannerof
sureyou areaware—thatReserveBankpresidents, individuals are thinking about current economic
as membersof the FederalOpen Market Commit- problems. In the course of their working days,
tee, takethestandardoath of office for public serv- bankpresidentstalk, not just as is sometimessup-
ants,swearingwithout reservationto supportand posedwith commercialbankers,but with business
defendthe Constitutionof the United States,Thus, and labor leadersgenerally—and,I might add,
bank presidentsare, by virtue of the oath they with a good many less auspiciously placed mdi.
take,public servants.So it matterslittle, at least viduals. And in so doing they get a feel for what
insofar as the conductof monetarypolicy is con- is worrying peoplearound the country, and for
cerned,how they are elected, how they view current economicproblems and

The proposalof II.R, 9631 to which I address policies; theyget a feel, in short, that is extremely
rni~seIfhere would, as I havesaid, effectively de- valuablein deliberationsabout monetarypolicy.
stroy the regional characterof the FederalRe- ReserveBankpresidentsalso serveas educators.
serve System.They would, in effect, take from Participatingas they do in all mannerof discus-
bank presidentstheir voice in monetary policy sions,formal and informal, in their districts, they
deliberations,and in so doing would make the are able to explain System policies and, in 80

continuing regionalism of the System without doing, gain increasedacceptancefor whathasgot
meaning.To be sure, Reserve Bank presidents to be done.Bank presidentsare,then, in a very
would still be available as advisersto the newly real sense,two-way communicationlinks between
constitutedFederalReserveBoard.But an adviser their districts andWashington.
is not the sameas a participatingmemberof the As indicatedbefore, it can be arguedthat as
FederalOpen Market Committee—eitherin the consultantsor advisersReserveBank presidents
Committeeroom or backin the district, could still perform a~they do currently. Perhaps.

My point is simply this: ReserveBank presi. But less well, I think. You simply cannotlessen
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their role in monetarypolicy decisions—andthis est and cooperationof the memberbanks,which
is what the proposalsof H.R. 9631 would do— reflects their holdings of FederalReserve bank
withoutmaking themlesseffectivein their jobs. stock and their participation in the selectionof

Onefinal point shouldbenotedhere.Thepresi- directorsof the banks.Still moreof their strength
dents have brought, via their staff briefings, a comes from the intelligent, informed and inter-
variety of well-informed, indeed expert, opinions ested,and I might say almostdedicated,attention
aboutmonetarypolicy to Systemdeliberations.In given their assignmentsby thesesamedirectors.
part they havebeenable to do this becausethey Frommy pointof view it would be a mistaketo
havebeenable—asindividualsandasparticipants changethe institutionalcharacteristicsof the Sys-
in themonetarypolicy process—toattractcapable tern in an attempt to createa different “image”
staffsof economicexperts,staffswhich nicely coin- when the present“image” is bothcomprehensible
plementthe Board’s very able staff. Again, how- and acceptableand when the institution seemsto
ever, you cannotlessenthe role of ReserveBank be working well.
presidentsand still expect to attract the same Much has beenmadeof the fact that member
calibreof men as you are currently getting, nor bankselect six directorsand that the Board of
expect that bankpresidentswill be ableto gather Governorsappointsonly three for each Reserve
around them men of the quality as those who Bank. From my personalobservationof thedirec.
currently serve. tors at two ReserveBanks, Minneapolis and St.

To sum up, I can only say that I believe a Louis, I would say that all directorsregardtheir
regionalFederalReserveSystem—guidednot only positions as public trusts and take their oaths of
by Governorsbutby bankpresidentsaswell—is a office with that point of view. None conceivesof
strongerSystemthan a centralizedSystemwould himself as representinga special group, but as
be. And I say this fully awareof the dedication bringing to the bank experienced management
and knowledgewhich membersof the Board of counsel and particular knowledge of economic
Governorsbring to their assignments.It is just developmentsin his specialgeographicareaor his
that every organizationneedsall the talent it can specialfields of competence.They taketheir posi.
get. Thereis strengthin diversity of opinion, or tions seriously,they bring their managementex-
the potential for such. And thereis strengthin a perience to bear on Reserve Bank operations,
thoroughknowledgeof whatis going onandbeing which is one reasonwe operateefficiently and
thought “back home.” economically, and they provide a considerable

body of economic intelligence. In point of fact,
Public and private blend we at Minneapolis usethe alumni from our bank

I turn now to the secondaspectof the System’s and branchboardsas one regular sourceof eco-
institutional character—theunique blending of nomic information. The alumnido not. of course,
public and private strengths.Specifically, I shall participate in the regular work of the Board of
commenton H.R. 3783 in which it is proposedto Directors nor are they consultedon credit policy
retire FederalReservebank stock, but I want to mattersthat properly are the provinceof current
rangea bit more widely in my generalremarks. directors.But as a sourceof information on cur-

Part of the strength of the Federal Reserve rent and prospectivedevelopmentsthey are used
banksis derivedfrom the fact that they are con- extensively. As Chairman Martin has observed

structed in an understandable,a conventional, manytimes,the directorsof thebanksandbranch-
mannerwith capital, with balancesheets,with es constitutea networkof experienceand intelli-
boardsof directors, and so on. More of their gencethat cannotbe duplicatedanywhereelse in
strengthcomesfrom the clearly discernibleinter- the world.
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Against this backgroundlet mecommentsped’ fectiveness,at least in part, on cooperation,this
fically on theproposalto retirethe FederalReserve works to benefit society as a whole. The System,
bank stock, PerhapsI shouldsay at once that I I believe,enjoys a reputationfor good work; its
recognizethat ownershipof FederalReservestock “image” is a goodone. Why shouldwe jeopardize
doesnot carry with it the ordinary rights of stock thesethings for what would seemto be relatively
holders.I think the memberbanksthoroughlyun- little gain in revenueto the Treasury..
derstandthis point; I, at least,haveneverhearda Insulation from politics
memberbankerassertthat he hadsuchrights by I comenow to the third aspectof the System’s
virtue of the stockownership.I might say further structurethat I regardas important,one which
that I recognizethat the FederalReservebanksdo also has been preservedthrough the years—its
not need capital stock to operate.And finally, I separationfrom day-to-daypolitical pressures.My
realizethat retirementof thestockprobablywould commentshere are partly general,but also run
producesome additional income for the Govern, specifically to part of H.R. 9631 and to H.R. 9685.
ment since therewould be no dividend payments As I seeit, the framersof the FederalReserve
to makeon the stock, Act and subsequentCongressesdeliberatelybuilt

After consideringall of thesepoints,I conclude into the System an insulation from day-to-day
that thereis no pressingreason to retire Federal hurly burly of politics. I believe they did this
Reservestockand thatsucha movemight resultin partly becausethey read the record of history
realdisadvantage.There is no real questionas to which indicatesthe wisdomof shieldingthe money
the fact of public control of the System.The powerfrom the sovereign’suntrammeleduse.But
presenceof the stock,andof the surplus,doesnot they did this also in order that monetary and
operate to inhibit the necessaryactions of the creditpolicy couldbe formulatedand implemented
central bank. And finally, the out-of-pocket cost flexibly in responseto changingconditions. One
of member bank stock holdings in the Reserve of the great virtues of monetarypolicy is that it
Banks is not greatand probablyis worth its cost, can move quickly; the Congressrecognizedthat

Various assumptionsand methodsof estimate legislative action on monetarypolicy normally
maybeemployedto cometo a figure on netTreas. could not be takenwith necessaryspeed.There-
ury gain in receiptsif all presentFederalReserve fore, it used, as noted earlier, a form of “trust
bank stock were retired. My own estimateis that indenture”in delegatingto the Systemcertain of
the figure is in the vicinity of $8 million. While the money powers the Congressconstitutionally
this sum is far from insignificant (it is somewhat holds.
largerthanthetotal annualexpensesof the Federal TheCongresscertainlydid notexpectthe System
ReserveBankof Minneapolis) it seemsto meto be to be so independentas to destroy the unity of
well spent.It certainlyis no deterrentto member- Government,and the Systemhas never regarded
ship in the System; indeed, in a way it helpsto itself as independentin that sense.I think it oh-
reducetheinequitiesbetweenreserverequirements viousthat in a democracymonetarypolicy cannot
of memberandnonmemberbanks, be madein disregardof the opinion of a Govern-

I thinkthattheeliminationof thestockmight well ment elected by the people. The Systemhas re-
be regardedas a changefar more radical in its ported regularly to the Congress,has welcomed
implicationsthansimplearithmeticmight makeit investigativestudiessuchasthis oneandhastried
seem.We presentlydo havegood cooperationbe- to pull its weight as a part of Government,as a
tween member banks and the Federal Reserve public institution with considerableresponsibili-
banks. And since in this country both monetary ties.
policy and bank supervisiondependfor their ef- In providing this insulation, the Congresshas

6 MONTHL’ 5~VHW



written into thestatutesvarioussafeguards.Among produce savings. The Reserve Banks compete
them it establishedlong termsfor membersof the among each other to produce lower costs and
Board of Governors. Among them it gave the improve efficiency. The record indicatesthat they
Boardpowerto control its own budgetsand those havedoneso in general.For example,theMinne.
of the ReserveBanks andto examineand super. apolisBank today has 6 per cent feweremployees
vise the banks.It did notmakethe Systemsubject than it hadthreeyearsago despitea continuing
to appropriationsand, after 1933, excluded the rise in the volume of work done.As anothermore
Board of Governors from audit by the General concreteexample,the cost to the Withheld Tax
Accounting Office. The ReserveBankshavenever operationat Minneapolisis today lessthan 1 cent
been audited by the Comptroller-General; the per receipt greaterthan in 1957. Postagecosts
Board has alwayscarried this responsibility, alone haverisen morethan the total per receipt

The proposalin H.R. 9631 would provide for cost increase;clerical salariesin the Twin Cities
audit by the GeneralAccountingOffice; the pro- haveincreasedalmost20 percent in that period.
posal in H.R. 9685 would provide for covering I also opposetheauditproposalon two grounds:
most System income into the Treasury and for one, it too would weakenthe insulating features
appropriationsto meet FederalReservebankex- noted above; and two, it is unnecessaryanddu.
pensesnot covered elsewhere. plicativeandthereforewould be undulyexpensive.

I oppose the appropriationsproposal on two I do not believeit necessaryto statein detail the
primary grounds: one, it would weaken the in- reasoningunderlying the abovepoints.Chairman
sulatingfeaturesto which I referredearlier; and Martin has already outlined to you the present
two, it would more likely thannot reduceFederal ReserveBank and System audit procedure.The
Reservebank efficiency in operation. Boardhas the responsibility for such audit and

My reasoningon thesecondpoint is as follows, examinationof the ReserveBanks as it needsto
Presentlythe ReserveBanks are efficiently operat. carry out its supervisory responsibility, and it
ing institutionswith considerableconsciousnessof exercisesthat responsibilitythoroughlyand corn-
costs and with sufficient flexibility in revenuesso pletely. The Congressdeliberately removedthe
as to provideno incentivesto over-budgetin order Boarditself from GeneralAccounting Office audit
to have funds to meet unforeseenincreasesin some 30 yearsago.
necessaryexpenditures.Appropriationsfinancing, Concluding comment
in contrast,by the verynatureof theprocess,tends I am just a little older thanthe FederalReserve
to havebuilt-in rigidities which on theonehandal- SystemandI havespentalmosthalf of my life in
mostrequirebudgetingforcontingenciesandon the it. I have worked in research,in operations,in
other may lead to at leasttemporarycurtailment credit policy andin management.I haveseenthe
of necessaryactivity in casethe contingencyfunds System change to meet changing conditions,
are inadequateto meetdevelopingbut unforeseen through evolution and through changein law. I
needs, believe it is better fitted for its job today than it

The ReserveBanks operatein their local corn- waswhenit wascreated.But its creatorswerewise
munitiesunderconditionswhich makethem com— men who saw that this institution could derive
petitive, but no more than necessarily so, with basicand enduringstrengthfrom its federalstruc-
other enterprisesfor employees.Their budgeting ture, from its ability to draw upon the private
processesare tightly controlled. There is no in- sectorto aid its public purpose,and from its in~
centive to spendup to budgetedamounts;the in- sulation from political pressures.I hope sincerely
centive, on the contrary, is to watch costs and that the Systemwill notsuffer lossof that strength.
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conommiists,governmentpolicy makers,andthe Reflectingthis quickenedteiizpu of ecomiUmfliC ac-

businesscommunity are carefully observing de- tivity, personalincome, both for the nation and
velopmentson the economicscene.The questions district, rose to new highs.
uppermostin their mindsare:“How largewill the
responsesbe to the recently passedpersonaland
corporatetax cuts andhow soonwill they occur?” I h~to/Iou Uir. ~ t~d iopi~ ~ j~nn~u/at
It is too early yet to observeany of the forecast

- , ~ oj (lie dt.qrwt .s eu rrefll eeonomz~scefle:enects,oecausetneeconomyrequiressometimeto

assimilateand develop a patternof responsesto
such suddenincomne changes.The searchfor an-
swersto these two questions,however,will bethe 1963 STATE FARM INCOME
major concernof asubstantialnumberof persons The preliminaryestimatesof statefarm incomes
during the near future, made by the U. S. Department of Agriculture

The paceof economicactivity appearsto have depict drops in 1963 marketing receipts from
acceleratedsomewhatduring February— perhaps 1962 levels for all district statesexcept Montana.
in anticipationof income and profit increasesin- In thatstateanestimateddeclineof 7.7percent in
ducedby the tax cut. livestockreceiptswasoffsetby a 10.4percent rise

National retail and manufacturers’sales both in crop receipts, leaving total marketingreceipts
roseduring February; retail activity within the 1.3 percenthigher. A 6 percentrise in cropre-
districtalso appearsto haveincreased.Production ceiptsin Minnesotawasnot sufficient to offsetthe
in Februaryshowed time largestmonthly increase 4 percentdrop in livestockreceiptssincethe total
since October of 1963, rising to a new high of wasoff 1.3percentfrom 1962.Cropandlivestock
127.6 per cent of the 1957-59 averagerate, receiptswere lower in both Dakotas,with South

Employment, both nationally and within the Dakotaexperiencingthe greatestrelative fall in
district, expandedduring February; indeed, the the total figure.
rate of unemploymentin the nation declined to An increasein governmentpaymentsto farmers
5.4 percent, the lowest ratesinceOctoberof 1962. during 1963, however, easedsome of the impact
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on total farm income.Programpaymentstotaled North Dakota recorded2 per cent declinesfrom
$267 million in 1963, 10 per cent higher than 1962 levels.
those paid in district statesa year earlier. As TABLE 2~PERFARM 1NCOMES~
shown in Table 1, all the states received larger

Realized gross Realized net Total net ~paymentsexcept Montana. Of the total 1963 gov- income income income

ernmentpayments to farmers in district states, Minnesota
- 1962 $10,983 $3,297 $3,087

about 40 per cent came under the Feed Grain 963 1,192 3.09I 3,791

Program.Soil BankandWheatProgrampayments North Dakota

accountedfor 24 per cent and23 percentof the
total, respectively,with the conservationprogram South Dakota

and Wool and SugarActs contributing the re- $962 $3,480 4,577 6,349
1963 13,261 4,011 5,203mainder.

Montana
$962 $4,517 4,667 7,550
1963 4,844 4,557 6309

TABLE I ~STRlCT CASH FARM INCOME spreliminary for 1963.
(million dollars) tincludes chonqes in inventoriu~.

Farm marketing* Government Total cash
receipts payments receipts - . *

Minnesota iotai net income perzarm, tnat is, net income
$962 $1,458 $ 90 $1,548 including changesin inventories,reflects a some-
$963 1.439 101 1.540 what differentpatternof changeamongthe states.

North Dakota Using that measureof income,the per farm posi-
1962 637 73 710 . . . -

1963 616 80 696 tion in ~Iinnesotaimproved23 percentover1962.
South Dakota Changesin inventories,on theotherhand,reduced

$962 671 53 724 the total net farm incomefigure in North Dakota
$963 636 60 696 by 45 per cent. Adverse changesin inventories

Montana reducedper farm total net incomesin Montana
$962 400 26 426
I963 405 26 431 andSouthDakotaby 16 percentand18 percent,

4 States respectively.
1962 3,166 242 3,408
1963 3,096 267 3,363 CREDIT

‘Preliminary estimatesfor I963. Credit extendedby district member banksde-

creasedduring Februarydespitean improvement
Total cashreceiptsin the four full statesthus in reserves.Over the four weeksendedFebruary

amountedto an estimated$3,363million in 1963, 26, total credit declined$15 million (see Table).
down 4.4 per centfrom 1962. This contrastswith the $38 million advancereg.

In spiteof the drop in aggregatefarm receipts, istered during the correspondingweeks of 1963
the realizedgross incomeper farm for 1963 was andthe $16 million averagegain of the past four
greaterthan that for 1962 in eachof the district Februarys.
statesexcept South Dakota (Table 2). Unfortu- Loan expansionduring February was particu-
nately, productionexpensesrose to a greaterex- Early weak. A $9 million gain at country banks
tent, resulting in a drop in realized net income offsetby a $2 million declineat city banksbrought
per farni in eachstate, The largestrelative fall the total advanceto only $7 million. Loan expan-
(12 percent) in that incomecategoryoccurredin sion lastFebruarywas substantiallysharper:$22
South Dakota. Realizednet income per farm in million at country banks and $46 million at city
Minnesotawasoff 6 per cent,while Montanaand banks for a total gain of $68 million.
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