
Ninth district business
activity: 1st quarter

Economic activity in the Ninth district during the
first quarterof 1965continuedto moveat the vigorous
paceestablishedin 1964. Preliminary data (only the
first two monthsof theyeararc availablefor some of
theeconomicindicatorseries) revealthat the economy
grew at aboutthe 1964 rate andthat the outlook for
the remainderof 1965 is “bullish.”

Personalincome in time district was about 4.5 pt~i
centabovethe first quarterof 1964, and,as evidenced
by bankdebitandconsumercreditfigures, the increase
resulted in correspondinglyhigher levels of spending
by consumers.Bank debits, a measurementof check-
book spending,were nearly 7 per cent above1964’s
first quarter level; consumercredit outstandingabout
15 per cent. The rapid growth of consumercredit in
the district is also pointedup by notingthat the small.
est year-to-yearpercentageincreaseregisteredduring
the last 14 months in this category was 9 per cent.
Although the repaymentlevel was high, the extension
level was even higher.

Thehigh level of consumerspendingalsoresultedin
fewer district businessfailures.The failure level, both
in numbersand in valuation,was substantiallybelow
that of the first quarterof 1964. The only majorindi-
cator that seemedto follow a negativetrendwastotal
cashfarm incOme. In the first two monthsof the year
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this categoryregistereddrops of 8.8 and 2.2 per
cent from year-earlierlevels: a quarter-to-quarter
drop was thus virtually assured.

Employment picture bright
Preliminaryevidenceindicatesthat the employ.

inent picturein the Ninth district brightenedcon-
siderablyduring the first quarter.Total wageand
salaryemployment in Minnesota averagedabout
38,000 abovethe first quarterof 1964 and about
2,000 in each of the other Ninth district states.
Gains were registeredin every broad industrial
sectorin thedistrictwith constructionshowingthe
largestpercentagegain from the first quarterof
1964:only UpperMichigan reporteda sectorloss.
All Ninth district statesregisteredgainsin govern.
ment employment.Minnesota was the only state
that followed the district pattern of year-to.year
employmentgainsin all sectors.Every stateexcept
Minnesotashowedslight losses in manufacturing
employment.Losses in mining employment were
reportedin MontanaandSouthDakotawith South
Dakota also registeringlossesin both the trade
and servicessectors.

r1~Imenumberof unemployedworkersjim theNinth
district improved markedly: the first.quarterlevel
appearsto he about 9 per cent below that of a
yearearlier. Every stateexcept North Dakota reg.
istered solid gains, and with two months data
available for that state it appearsthat essemitially
no quarterly changewill he registeredthere.

‘l’he rate of unemployment also exhibited im-
pressive gains.Examples:Montanaaveraged7.2
per cent in first-quarter1964 as comparedto 6.7
per cent in first-quarter 1965; Upper Michigan
droppedfrom 14.9 per cent to 11.9 percent.

Furtherevidenceof labor marketstrengthening
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is indicatedby insuredunemploymentand “help
wanted” advertisingdata. With the first 12 weeks
of insuredunemploymentdataavailable,1965 fig-
uresregisteredbelowcorrespondingweeksof 1964
in 11 weeksin all districtstates.The“help wanted”
advertising index for the Ninth district, a crude
measureof the strengthdemandfor labor, in first
quarterof 1965 averagedover 14 percent above
thefirst quarterof 1964. (This indexrc~.dsteredan
8 percentgain in 1964.)

Bits of availableevidenceindicatethat the Ninth
districtwill continueto show strong improvement
in thelaborarea.A recentsurveyby theMinnesota
Department of Employment Security suggests
that about 95,000 more skilled and semiskilled
workerswill be neededby 1968 to fill job vacan-
cies in the Twin Cities metropolitanarea.A study
by ManagementAnalysis at Malmstrom Air Force
Base in Montana indicates that the development
of a new Minutemansquadrontherewill causea
flow of about$6 million permonthinto the central
Montana economy during 1965, and about $7.5
million per month during 1966. The increased
income will providea greaterdemandfor finished
goodsfrom which thedemandfor laboris derived.
Reportsthat the Sinai! BusinessAdministration is
grantingloansto certain SouthDakotabusinesses
indicate that in that state anothersourceof de-
mand for labor is developing.

Retail sales strong

First-quarter1965 retail sales in the Ninth dis-
trict wereoff to a brisk start: thefirst two months
averagedalmost 5 percentabovethe year-earlier
level.Preliminaryevidenceindicateshowever,that
businesslaggedduring Mardi so thatover-all first.
quartergainswill likely be somewhatlessthan the
gain setduringthe first two mnomiths.

The principal impetusto the Ninth district ex-
pansionin retail salesduring Januaryand F’ebru—
ary canbe attributedto the high level of demand
for automobiles,a situationparallelingthat of the
nation. Retardingthe growth in total level of re-
tail saleswasthe markeddecline from year-earlier
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levels of salesin departmentstores,furnitureand sent only about 300 issuing centers amid projects
apphan(-estores,and retail lumberstores.Salesof outsidetheseandare notincludedin thedata.
all durablegoodsduring the first quarterappear Anotherforward-lookingdistrict indicator is the
slightly below the level of the correspondingpe. serieson the valuation of constructioncontracts.
nod of 1964; salesof nondurablegoodsabout$30 This series registeredalmost a 15 per cent gain
million above, during 1964 over 1963, but the first quarter of

Construction activity mixed 1965 appears to be at about the samelevel as the
No direct construction expenditure data are first quarterof 1964.

availablefor the Ninth district, but inferencescon- Theevidenceavailableseemsto point to a good
cerning the level of constructionactivity can be constructionyear in the Ninth district. ‘rime strong
gleanedfrom other sources.For example,during gainsregisteredby the forward-looking indicators
1964 the Ninth district experiencedan increase during 1964 meanthat much of the work sched-
over 1963 of 6.4percent in thevaluationof build- uled then will bestartedor inprocessduring 1965.
ing permits issued for all types of construction. ~ Montana, for example,a record level of high.
Thefirst two monthsof 1965,however,haveshown way contractswere let in 1964: projectstotaling
a declineof over 30 percent from the year-earlier
level—virtually establishinga downturn for the
first quarter.Onestrongqualification which must
be bornein mind in interpretingdistrictbuilding
permits data, however,is that the numbersrepre.



~93 million were Ufl(ler contractas of December in the first quarter of 1965—about6.5 per r-~nt
31, 1961. The Great Falls areaeconomywill be above the year-earlier level. This gain indicated
boostedwith the beginning of the three-year,$60 quite vigorous industrialactivity underwayin the
million Minuteman construction project at the Ninth district. (The index registereda 9 percent
Malmstrom Air ForceBase. A $4 million trans- gain during all of 1964.)
mission line project is also scheduledfor this Another district indicator, the index of pro-

spring. duction workermanhours(PWMH), afterremain-
Sioux Falls, South Dakota reportsconstruction ing essentiallythe samein 1964 as in 1963, regis-

projects,plannedand in progress,with a valuation teredsigns of vigor in the first quarter of 1965.
of almost$17 million. The index advanced3 per cent abovethe like

The major constructionprojects in the Ninth period in 1964.
district, however,are the taconiteplants on the Other details: flour production in the Ninth
MinnesotaIron Range.The expenditurefor these district declined by about4 per cent in the first
plantswill total almost $300 million for plantsa!- quarterof 1965 from the first quarter of 1964.
ready startedor planned.Theseprojects should Crudeoil productionranwell aheadof year-earlier
take two to threeyears to complete.Among the levels. Gold production continued to advance:
other major projectsplannedin Minnesotaare a South Dakotamaintainedits position as the lead-
national water quality standardslaboratory in ing U. S. gold producingstate.
Duluth anda pedestrianmall in downtownMinne- An encouragingnote concerningthe future of
apohs. industrial activity in the Ninth district was pro.
Industrial activity up videdby the U. S. Departmentof Commerce.In a

The most comprehensivemeasureof industrial report publishedin Januarythe departmentpre.
activity in time Ninth district, the industrial use of dicted that during 1965 Minnesotawould advance
electricpo~~erindex, reacheda record level of 156 from twentiethto sixteenthplacein time rankingof
seasonallyadjustedannualrate,1957-59 100) statesby value addedin manufacturing.

It hasnot beenunusual in pastyearsfor consid- but general expectationsof favorable business
erablebusinesspessimismto prevail in the Ninth prospectsaheadare dominating in all but the
district during late winter. This year, however, essentially rural areasand havebeen since the
provedto be an exceptionin spiteof severeweath- first of theyear.
er conditionsand a wet andcold earlyspring over I)istrict totalnonagriculturalemploymentmoved
much of the district. Most of the district’s eco- almead sharply in February,on a seasonallyad-
nornic indicatorsare not only showingsubstantial jmisted basis, amid preliminaryestimatesfor March
gains from year- and month-earliercomparisons andApril fromthe Minnesotaemploymentsecurity
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offices are optimistic. Furthermore,the improve- the ratio at country bankshad inchedup to 53.1
ment in employment seemsto be broadly based per cent, only slightly below the high of the last
with mining andconstructionemploymentshowing five years.Total loan-to-depositratiosin theNinth
the most vigor. That the employment picture in district during March remained slightly below
the district has brightenedis also evident from national levels.
figureson initial claims for insuredunemployment In summary,thedistrict economyis reasonably
compensation.The latest official data show a 10 strongand hasbeengrowing closely parallelwith
per cent reduction in initial claims from year. that of the nation. Assumingnormal crops this
earlierlevels with the totalnunmberon the insured summer and continued prosperity in the nation,
unemploymentrolls down about 13.5 per cent. the district’s economicoutlook is favorable.

Judgedby themostrecentdataon theindustrial
useof electricpowerandproductionworker man- The /ollowing selected topics describeparticular
hours,district industrialproductionhasexpanded aspectsof the district’s current economicscene:
roughly parallelto that of time nation as a whole—
7 to 8 per centaheadof a year earlier. This view District high in farm
is reinforced by the bank’s businessconditions program participation
survey of important industrieswhich indicateda Corn or soybeans?Wheat or barley? Plant or
rising trend of manufacturingoutput. Available divert? Theseare the kinds of questionsand dc-

information on oil andcopperproduction through cisions that are the preludeto hecticspringtime
Februaryshowsabouta 1.5percent increasefrom farm activity now underway throughout the dis-
year-earlier levels. trict. By now planting intentions are firm de-

Conditionson district farms have not been so (isloflS. much of theseedis in the ground,and the
favorable.Farmerswereplaguedthis past winter periodof waiting commencesasthe 1965cropyear
by relatively low prices, severestorms,feed short- begins. From now on Mother Nature will largely
ages,high costs,andprospectsof a relativelypoor determinewhether or not the farmers’ carefully
spring calf crop. Farm incomeshavecontinuedto madeplanswill be broughtto fruition.
lag year-earlierlevels.Many bankersandbusiness. While cropplans canonly indicatecrop output
men located in rural areasfeel that farmers ‘i” arid while farmnerscan reviseplans up to the last
not be aggressivelybuying machineryand equip- minute before planting time, some evidenceis
mentthis spring—atleastnotuntil 1965croppros- availablewhich indicateswhat thefuturemayhold
pectsare better known or unlessprices improve for Ninth district crop production in time new
substantially. crop year.

A featureof districtcreditdevelopmentin recent
weeks has been a continued strong demandfor Crop planting intentions
loans, particularly businessloans. To meet this Wheat:Few changescanbe expectedin district
demand,somebanks have found it necessaryto cropacreagesduring 1963as comparedwith 1964
liquidate a portion of their investmentportfolios, if farmershold to their March 1 planting inten-
Banksgenerallyhavecontinuedto be net purchas- tions.Aereagesdevoted to wheat, according to
ers of federal funds and,although some increase U. S. Departmentof Agriculture reports, are cx-
in borrowing by memberbanks at the Federal pected to rise 4 per cent in the district on the
ReserveBank is reported,only a relatively few strengthof 6 per centincreasesin Montanaand
banksare borrowerson any oneday.Nevertheless, North Dakota. A slight decreasein wheatacres
the net loan-to-total-depositratio at city banks, is plannedin SouthDakotawhilecutbacksamount-
61.2 per cent in March, wasat a five-year high; ing to 4 percentareexpectedin Minnesota.
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Includedin the all wheatacreagefigure is a 21
per cent expansion in acres planted to winter
wheat during the past fall. Virtually all the in-
creasedwinter wheatacresarelocatedin Montana.
Sprimmg wheatplantingon the basisof farmers’ in-
tentionswill beonly slightly higher thanthoseof a
yearearlier:an8 per cent increasein North Dakota
is offsetby a 16 per cent reductionin Montana.
Sharp cutbacks in intended durum planting,
amountingto 28 percent in Montana,22 per cent
in Minnesota,and 14 percent in South Dakota,
just barely offseta 2 percentplannedincreasein
Nortlm Dakota,Total dururnplantingsfor the dis-
trict are expectedto drop 2 per cent from the
year earlier.

Feedgrains: Plantedacreagesof feed grains in
the district will drop slightly from last year:
farmersindicatea re(luction jim cornacreageof 3
percent; barley,5 percent; andoats, 1 percent.
The provision allowing farmers to shift acreage
allotments from feed grains to wheat or from
wheat to feed grains doesnot appearto havein-
fluenceddistrict cropproducersto a greatextent
with regardto their planting. The only exception
appearsto be amarkedshift from barleyacreage
to wheatacreagein Montana.

Soybeansand flax: The trendtoward increased
soybeanproduction in time district will continue
through 1965 if planting intentions are carried

out. Farmersin MinnesotaandSouth Dakotaplan
respectiveincreasesof 12 percent and20 percent
in soybeanacreages.District flax acreage,on the
other hand, will be reduced5 per cent from last
year on the basisof this spring’s farmerplanning.

Program participation
District farmers opted to participate in crop

programsin fairly large numbers.According to
the preliminary final report on the 1965 wheat
program, 70 percent of the district farmerseli-
giblefor thevoluntaryprogramdecidedto partici-
pate.That compareswith nationalparticipationof
52 percent. In North Dakota89 per centof the
eligible wheatgrowers signed up while participa-
tion ratesfor Montana,SouthDakota, andMimic-
sotaare 74 per cent, 70 per cent, and 48 percent
respectively.As is usuallythe case,the participat-
ing farmersgenerallyare those with largeracre-
ages. In North Dakotathe participatingfarmers
accountfor 94 percentof the state’swheatacre-
ageallotment.This is followed by ratesof 92 per
cent and90 per cent in Montanaand South Da-
kota.Participatingfarmersin Minnesotaaccounted
for 71 percentof thestate’stotalacreageallotment.

In all, slightly over 2 million acres are to be
divertedout of wheatproduction in the district,
an amount equal to 15 per cent of the district’s
nearly14 million acrewheatallotment. Nationally,
14 percentof the wheatacreageallotmentis being
placed in the diversion program. Among the
district statesthe largestacreagediversion is in
North Dakotawherejust over 1 million acres, 16
per cent of the stateacreageallotment, is to be
takenout of production.Thelargestrelativediver-
sion, 18 percent, is in SouthDakota. Wheatacre-
agediversion figures in Montanaand Minnesota
cometo 11 percentand 13 percent, respectively,
of the state’sacreageallotment.

Participation of district farmers in the 1965
feed grain programequalsthat of all farmers in
the nation: 65 per cent of the eligible producers
signed for the program. Rates of participation
range from just over one-half of the eligible pro-
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ducersin Montanato 71percent in North Dakota. to provide reservesnot only for loan expansion
Thoseparticipatingin South Dakotaand Minne- but also to finance the seasonaldecline in bank
sota amount to 65 per cent and 63 per Cent of deposits.However,duringtile first threemonthsof
eligible producersrespectively. 1965 (seetable),districtbankloans increased$97

Of the district’s miearly 23 million acre feed million (four tinmes as large as the averagerise
grain l)ase,over 6 million acres (27 percent) are during the initial quarter of the previous five
to be divertedout of production.That compares years) while investment holdings dropped $61
with a 28 percentdiversionthroughoutthe coun- million (slightly higher than average).As a re-
try. Little differenceexistsamongthe districtstates suit, totalcreditrose$36million—a sharpcontrast
in termsof proportionof allotmentto bediverted: to the $25 million averagedeclinenoted in corn-
diversionin Minnesotaand North Dakotais to be parableperiodsover the last five years.
28 percentof the basefeed grain acreagefollowed To a greatextent the strong first-quarter1965
by 27 per cent in South Dakotaand 22 per cent credit performanceis attributableto city banks.
in Montana. Outstandingloansat timese banksexpandedby $61

million whereasordinarily little changeis record-
Strong credit advance ed. The entire loan increase wastheresultof addi-

recorded at banks tions in the business loan component,and the

The first quarterof 1965 hasseenaim unusually threatof a steelstrikemayhavebeenan important
vigorousexpansionof credit by memberbanksin influence. Users of steel and steel products,it is
theNinth district, parallelingin manyrespectsthe thought, in order to insure coxmtinued production
strong credit advancesrecorded by commercial during a strike secureloans so as to accumulate
banks throughoutthe nation. In recentyears the larger-than-usualquantitiesof raw material in-
first quarter has usually found district member ventories. No quantitativemeasureof this factor
banksundergoinga contractionin total credit— is available,however.
the result of modest increments in outstanding City banks,in orderto satisfythe increasedloan
loans being nmore than offset by liquidations of demand, in addition to borrowing heavily from
investmentholdingswhich were necessaryin order banks locatedoutsidethe district, were forced to

reducetheir investmentportfoliosby $28 million.
But evenwith this reduction,becauseof the un-CHANGES IN CREDIT AT DISTRICT MEMBER

BANKS—FIRST QUARTER usually large incrementin loans, the increasein
total credit at city banks during the first quarter

(in millions of dollars)
S-yr. average of 1 965 amountedto $33 million, whereasin the

All Member Banks 1965 1960-64 like period of recent years, on the average, it
Total credit $+ 36 $— 25 declined shigimtly.

Løans + 97 + 25 Countrybanks scoredsteadythough less spec.
Investments — 61 — 51 tacular credit advancesduring the first three

City Banks monthsof 1965. Loans were up $36 million —

Total credit + 33 — 4
Loens + 61 + ~ nearly double the average rise for the period.
Investments — 28 8 Investmentscontractedby $33 million—somewhat

less than the usual arnount.—-leavinga slight $3
Country Banks

Total credit + 3 — 21 million increment in total credit. This small ad-
Loans + 36 + 21 vanceproveda distinct shift from the average$21
Investments — 33 — 43 million credit contractionrecordedin similar pe-

~iguresmay not add jo tof&s because of rounding. nods in recent years.
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Economic

1. Target year for Yellowtail dam: 1966 3. Minnesota manufadured exports up
The $40million prime contractfor constructing Minnesotaled Ninth district statesin value of

the 525.foot.highYellowtail dam andpowerplant increasein exportsof manufacturedproductsbe-
is 85 per centcomplete.The $100 million project tween1960 and 1963; valueof exports increased
on Montana’sBig Horn river will be completed from $147 million to $194million. Otherdistrict
in 1966. statesalso recorded increases:Montanafrom $7

million to $16 million; South Dakota, $6 million
to $8 million; and North Dakota, $1 million to

2. Tests continue at atomic plant $11/2 million. Export sales of non-electricalma-
chinery from Minnesotaincreased59 percentin

Testingcontinuesat the Northern StatesPower the 3-yearperiod; salesof instrumentsandrelated
Co. (NSP) Pathfinder Atomic Power plant near products over 50 per cent.
Sioux Falls, South Dakota. Late in the fall, the
$20 million plant will begin generatingsmallloads
of electricity and eventually will produce up to 4. Eight new downtown buildings for St. Paul
full capacity—66,000kilowatts. Uranium fuel will St. PaulHousingand Redevelopmentauthority
beusedin thenuclearreactorandsuperheater,and has approved a plan for construction of a $25
atomic heatwill convertwater to steam.Sharing million complex of businessand office buildings
in the planning, research,and costs of the plant in downtown St. Paul. The proposalis for eight
are theAtomic EnergyCommissionand nine mid. businessand office buildings,thetallest,16 stories,
westernelectric utilities who joined with \SPto to be locatedin a 3-block areawhich is part of a
form theCentralUtilities PowerAssociates,a non- 12-block urban renewal program for downtown

profit organization. St. Paul.


