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Land values reach record highs

•f~upward climb of farm land prices in the in Montana.The per-farmfigurein SouthDakota

~ inth district continuedthroughoutthe pastyear, was $53,200and $52,200in North Dakota.
accordingto the figures releasedby the U.S. De-
partmentof Agriculture. As measuredby the in- Demand up for western drylands
dex of farm land values,new recordswere record- A strong demandfor non-irrigatedacresin the
ed in all district states.The largestincreasein western part of the district has significantly in-
that index was achievedin North Dakotawhere creasedthe valueof dryland. Attemptsby ranch.
the July index of land valuesreached137 (1957- era to expandcattlebusinessthrough the acquisi-
59 = 100), an increaseof 9 per eent over the tion of grazing land has increasedthe market
level of a year earlier. Index numbersof 138 in value of rangeland in Montana by 43 per cent
Montana and 131 in South Dakota reflected re- over the 1957-59average,accordingto the March
spectivegains of 5 per cent and 4 per cent over figures. Also, in wheat areasof Montana, the
thepreviousyear.In Minnesotathe index number demandby farmers for additional non-irrigated
moved up 2 per cent to 117. The national index acreshas movedthe marketvalueof this dryland
advanced6 per cent from July 1963 to standat up 30 per cent. Montana irrigated land, on the
138 per cent of the 1957-59 average.As may be other hand, advancedonly 22 per cent in value
observed from Table 1, land values advanced over the 1957.59 average.
sharplyin North DakotabetweenMarch and July Farm sales present mixed pattern
of this year, while much smaller gains were ex-
periencedin the other district states. In spiteof the markedincreasein land values,

In terms of dollar values, the averageacreof farm sales in North Dakota and Montana were
farm land in Minnesotawasevaluatedat $168,up down from 1963 levels. As of March 1 title trans-
$6 per acrefrom a yearearlier, and $13 peracre fers on farm land were off 11 per cent from the
higher than that of 1960. Land prices in both
Dakotas advanced$10 per acre from 1960 to
reach$63 in North Dakotaand$61 in South Da- TABLE 1—INDEX OFAVERAGE VALUE PERACRE OF
kota. The March averageof $42 peracrein Mon- FARM LAND. 1940 TO 1964* (1957-59= 100)
tana reflected an increaseof $7 per acre from —1963— —1964—

State 1940 1950 1960 March July March July
1960.

Minnesota 32 63 108 112 115 117 117
On March 1, the total value of farm land and North Dakota 29 64 III 124 126 131 137

buildings in Minnesotawasestimatedat $5 billion, South Dakota 31 73 09 125 126 129 131

$2.7 billion each in South Dakota and Montana, Montano 24 57 lb 130 32 137 138

and $2.6 billion in North Dakota. The average United States 30 65 III 123 127 131 135
A~farm land with improvements as of March I, except asfarm value ranged from a low of $38,600 per indicated.

farm in Minnesotato a high of $97,900per farm Source: U.S. Department of Agriculture.
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previ~iusyear in North Dakota, anddown 2 per Life insurancecompanies,the leading farm mort-
cent in Montana.Theexchangeof farm land titles gagelenders,averaged$32,400per loan in 1963.
in Minnesota and South Dakota, the two states No significant changesweremadein the mortgage
experiencingthe least expansionin land values, lending field by commercialbanksin 1963ascom-
were up 23 per centand 4 percent, respectively paredwith 1962,andmostloansof that type were
As may be observedfrom Table 2, the national madefor refinancingshort-termdebt andfor land

improvements.

TABLE 2—ESTIMATED NUMBERS OF FARM TITLE Changes in land values
TRANSFERS PER 1,000OF ALL FARMS, MARCH 15, outpace net Income
1961 - MARCH 15, 1964 An area of concern to many with interest in

Total all classes land valuesand the farm economyhas been the
State 1961 1962 1963 1964 steadyincreasein land priceswith respectto farm
Minnesota 39.3 41.6 36.1 44.5

income. In general the rate of increasein landNorth Dakota 37.3 37.7 36.5 32,5
South Dakota 42.1 434 45•4 47~3 priceshas beenwell in excessof the gainsin per-
Montana 51.4 43.9 50.7 49.6 acrenet income.In its reporton land values,the
United States 44.6 45.9 44.8 46.9 Departmentof Agriculture providedsomedataon

Source: U.S. Deportment of Agriculture, the relationship between land value and net in-

come. For all farms in the nation, the average
value of farm land was9.5 timesas greatas the

figure on farm title transferswas up 5 per cent
from a yearearlier, net incomeperacreof farmlandduringtheperiod

Virtually all of the changein total land title 1961-63.That figureis nearlyequalto theall-time
transferswas due to changesin the category“vol. high reachedin 1932 when land valuesexceeded
untary salesandtrades.”Such salestypically ac- per-acrenet incomeby a factor of 10. Among the
count for about60 percentof all title transfersin district states,the land value-netincomeper-acre

ratio for the 1961-63period was highestin Mon.
the district. Title transfersthrough inheritances,
gifts, andthe like weredown in all of the district
statesexceptMinnesota.Forcedsales,that is, fore-
closures and tax sales, were slightly higher on Increasein value of farmland relative to net
March 1 of this year as comparedwith a year income,*four statearea (per cent
earlierin all states,but in totalthey accountedfor change,1951-53to 1961-63)
only a relatively minorpart of total transfers.

Farm mortgage lending up
The increasein demandfor farm landandcor-

respondinghigher land prices pushedmortgage
lending to new records.The volume of new loans
by the major lendersin 1963 totaled S1.1 billion
in the nation,a 17 percent increaseoverthe pre-
vious year. Partial data on new lending in 1964
indicatethat this year’s total will exceedthe 1963
figure.

The averagesize farm mortgageloan in 1963
was $13,630, up $1,600 from the 1962 average.
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Lanaat 13. That figurewasfollowed by ratios of 8 especially true in Montana where the changein
in Minnesotaand South Dakota, and 7 in North land value per acresince 1951.53 has exceeded
Dakota, the increasein net income per acre by 110 per

Not only is the currentratio of land valueto net cent. In the other district states, per-acre land
income relatively high, but during the past ten valueshaveoutpacedincreasesin net incomeper
years the land value per acrehas increasedsub. acreby 54 per cent in Minnesota,35 percent in
stantially more than net incomes.This has been SouthDakota,and30 percent in North Dakota.

conditions.

TheNinth distrieteconomyhascontinuedto edge fling of the navigation seasonthrough October 1.
upwardin mostrespects,carriedalong in theebul- exceededthe correspondingtonnageof last year
lient national expansion which even after four by nearly10 percent.Copperproductionthrough
yearsshowslittle sign of “topping out.” Hereand July was up 21 per cent. Crude oil production
thereoccur local reversalsto the general trend: through August was up 5 per cent. Since last
throughout the 1964 crop year most sectors of April, lumber outputhas beensignificantly above
district agriculture have failed to reachyear-ago the 1963 volume. In numerousMontanacommu-
levels of performance,and in recentmonthscon- nities, logging and sawmill operationshave run
struction activity has moved adversely for this at peaklevels.
time of the year. Yet, mostmeasuresshow appar- The output of district manufacturedproducts
ently “healthy” advancesfrom correspondingsit- rose sharply in Juneand has remainedat high
nationsa yearearlier: employmentis up, average levels.
weekly earningsare up, unemploymentis down, On the financial scene,in September,district
retail salesin a varietyof lines showimprovement, memberbanks continuedto expandcredit, but
personalincomeis up, and bankcredit has,syin- only at what mustbe termeda seasonalpace.The
pathetically,advanced, gain in credit totaled$99 million, aboutthe same

Important industriesin the district which pro. as the average Septemberexpansion of recent
duce raw materialsare operatingat high levels years, with, however, a much larger-than-usual
compared with the respectivevolumes for the increasein loans and a much smaller-than-usual
same month of 1963. Iron ore shipmentsfrom expansionin investmentportfolios.
district ports on the Great Lakesfrom the begin- As measuredby loan-to-depositratios, Ninth
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district banksare continuing to exhibit a better about 7 per cent from the July level, and 4 per
over.all liquidity position than that of member cent from the August1963 level. Building permit
commercialbanksin theUnited Statesas a whole. valuationsfor the Ninth district (four full states)

wereestimatedto be downabout28 per cent from
July, but still they were 3 percent aboveAugust

Time following selectedtopics describe particular 1963.

aspeCtsof the district’s current economicscene: Constructionemploymentfigures held a steady
pattern from July to August. Nationally there

Construction activity were3,492,000 workers in the contract construe-
contracts slightly tion industry in July. The August level increased

In step with the nation, constructionactivity in to 3,538,000.Although thesefigures would seeni
the Ninth district edgeddownwardduring August. to indicate that construction activity expanded
Most construction indicators (new expenditures, ratherthancontractedduring August,the paradox
contracts, and residential building permits) ap- is removedwhen it is observedthat employment
pearedto showa softeningin the industryalthough in the constructionindustry decreasedslightly on
one (employment)did not, a seasonallyadjustedbasis. (Unadjusteddataare

Expenditures for new construction dipped usedherebecausethey are the only kind available
slightly in August,with thenation recording$66.0 for the Ninth district.)
billion (seasonallyadjusted annual rate)* Cut- Ninth district (excluding Wisconsin) data
backsin governmentaloutlaysandmultiunithous. showed employmentin the constructionindustry
ing led the downturn, gaining from 117,500 in July to 120,600 in Au-

Reports which tabulate the valuation of con- gust, a percentagegain of 2.6 per cent. During
structioncontractsawardedalso indicateda down- this periodthe nation gained1.3 percent.
ward turn. Augustcontractsvaluationfor the na- In AugustNorth Dakotaexperiencedthe largest
tion (reportedby F, W. Dodgecompany)dropped percentagegain in the Ninth district, an increase
more than 18 per cent from July leaving August of 5 per cent to a total of 14.950 workers.This
about 7 percentbelowthe level for August1963. high level in North Dakotawas in a large part
A reduction in the valuation of residential con- attributable to construction underway on the
tracts awardedcomprisedthe major part of the GrandForksmissile complex.
drop, but nonresidentialcontractsalso fell sub- SouthDakotareporteda 3 percentAugustgain
stantially. Comparabledata for the Ninth district in contract construction employment to ls,450
indicated that the valuation of constructioncon- workers.Montanaset a new record for total em-
tracts awardedfell almost 31 per cent from the ployrnent in August, and theconstructionindustry
July level and 7 per cent from the August 1963 contributed to this with an employmentincrease
level, The Ninth district (four full states) differed of 200 workersto an Augustlevel of 15,400.Mm.
from the nation in that nonresidentialcontracts nesotagained2.6 percent in Augustconstruction
accountedfor the major portion of the Ninth dis. employment; 70.100 workers held jobs in that
trict decline. Residentialcontractsfell only about industry.
13 percentbelowJuly.

The valuation of residential building permits Livestock feeders
issued,another“advance”indicator for the indus- reduce operations
try, revealeda drop in valuationfor the nation of

l)istrict livestock feedersare cuttingbackfeed’‘More recent data now indicate that the September level
was again slightly lower at $65,9 billion. ing operations this fall, accordingto U. S. Dc-
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purtmnent of Agriculture reports. The October 1 TABLE 2—NUMBER OF HOGS ON FARMS,
inventory of cattleandcalveson feed pointsup a SEPTEMBER 1

1964 a~a
13 per cent reductionfrom the numberreported 1963 1964 % of 1963
October 1, 1963. This district cutback is ii per. Mn-~soto 4,194 3,775 90%
centagepoints greaterthan the 2 percent reduc. South Dakota 2,140 2,076 97

tion reportedfor the 28 major feedingstates.As ID States’ 50,964 47,470 93

may be observedfrom Table 1, the largestdrops ‘Includes major hoq producing areas.

occurredin Minnesotaand SouthDakota,the dis-
trict’s most importantlivestockfeedingstates.

Fed cattlemnarkctingsin thedistrict in theJuly’ numberof hogson faring in Minnesotaand South
Dakota,theonly districtstatesincludedin the sur-septemberperiod of this year totaled 391,000

head,an increaseof 19 percent over the market- ve~,weredown from that date in 1963. In Minne-
ings during the sameperiodin 1963. Total mar- sota the 10 per cent cutback applied equally to
ketings in the 28 statesexceededyear-agolevels both breedingstockandmarkethogs,but in South
by 9 percent. For the lastquarterof 19ô4, mar~ Dakotabreedingswere increasedin numberI per
ketingsfrom the districtare expectedto fall below centwhile markethogswerecut by 4 percent.
lastyear’s levels.Of the cattleon feed in October, l’he June-Augustpig crop in the ten major pro.

ducing stateswas down 8 per cent from a year
earlier, SouthDakotawasunchanged,and Minne.

TABLE 1—CATTLE AND CALVES ON FEED, sota was down 5 per cent. Expectedfarrowings
OCTOBER 1 during the September-Novemberperiod are also

1964 as a down: an over’all cutback of 5 per cent is ex-
1963 1964 % of 1963 pectedfor the ten states,including a 15 per cent

(thousand head) reduction for Minnesota,and a I per cent drop
Minnesota 350 287 80%
South Dakota 220 191 87 for South Dakota.
North Dakota 94 85 90
Mcntana 37 50 135
4 States 701 613 87 Iron mining buoyed
28 States’ 6,777 6,617 98 by record steel demand
*Hcludes r~orcoir~eand calf feeding states.

Iron ore shipmentsfrom mines of the Lake
Superior district are respondingmodestlyto the

340,000head are expectedto be moved to mar- abrupt surgein nationalsteelproductionwhich is
ket beforeJanuary1, a figure6 percentunderthe occurring this year. Steelproduction is expected
levels of lastyear.Thetotal numberof cattleto be by industry authoritiesto set a record, nearly 125
marketedafter December,273,000 head, reflects million net tons of ingot steel for the year 1964,
a 20 percentdropfrom marketingsof thatperiod betteringthe previousrecord of 117 million net
during the previousyear. For the 28-statearea, tons set in 1955. The upsurgemarks a sharpre-
October-Decembermarketingsare expectedto be covery from reducedproduction levels of the past
1 percent under lastyear,while the numbersof five years.
cattle on feed on October 1 to be marketedafter Total lake shipmentsof iron ore from the Ninth
January1 are expectedto bedown 6 percent. district through October 1 stood 4 million gross

According to the September1 inventory, (us- tons abovethat of the correspondingyear-earlier
trict farmershave continuedto reducehog num- figure (see Chart). Total shipmentswill likely
bers. As may be observedfrom Table2, the total reachabout 60 million gross tons by the end of
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the shipping season,the largest tonnageto be
moved in a “normal” yearsince 1957.The excep-
tion is 1960 when a 66 million-ton total included
much“make up” ore resulting from the prolonged
steelstrike of 1959.

The employmentimpact of expandedore ship.
mnentshasbeenvaried. In aggregate,the levels of
mine and plant employment through October 1
haveheld veryclose to thoseof the previousyear
— a few hundredlower in Minnesota,a few hun.
dred higher in Michigan (see Chart). Yet, even
though the over-all total in Minnesota is lower,
somelocal iron rangeemploymentoffices havere-
ported increasesin mining employment over last
year; for example,the areasof GrandRapidsand
Virginia.

With severalyearsof high unemploymentlevels
all too fresh an experience,the district’s iron
mining communitieslook hopefully in two direc-
tions: the first, towardthe possibleemergenceof
greatersteel demandfrom the protractedrecent
doldrums; and the second,toward imminent cap-
ital expansionprogramsfor low-gradeore facili-
ties (seeEconomicBriefs).

Credit expands at seasonal pace
District memberbanks continued to expand

credit in September,but only at what must be
termeda seasonalpace.Thegain in credit totaled
$99 million, about averagefor the month. Out.
standingloansincreased$55 million, almosttwice
as largeas usual.Investments,on the otherhand,
were up only $44 million, a figure substantially
below the normalexpansionfor the month.

Outstandingloans at country banks rose $31
million during the month, $18million higherthan
average.This strong upsurgecanhe partially ex~
plained by the drop in farm income— a decline
which is reflected in the increaseddemandfor
farm debt refinancingandthe slowdown in debt
repayment. During September investment port-
folios of country banks showed less vigorous
growth than in recent Septembers,perhapsbe-
causeof the unusuallystrongdemandfor loansin
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a periodwhendepositswere undergoingno more whereasloans held by city banks in the United
than seasonalexpansion.As a result, at country Statesrose by almost 12 per cent. The principal
banks,total loans and investmentsincreased$61 reason for this difference lies in the contrasting
million during September,a figure only slightly growth rates in the “commercial and industrial
higher than the $53 million averagegrowth for loans”category.Here,for city banksin the United
the period. States,the 12-monthincreasewasover 10 percent,

Credit at city banks increased$38 million, al- aboutdoublethegrowth rateat districtcity banks.
most identical to the average advancefor the In line with the normal depositgrowth for the
month. Loans were up $24 million, $8 million month, bank depositsin the district expandedby
above the normal Septemberincrease. Security $115 million during September.Time deposits,as
holdings,on the otherhand,roseonly $15 million they havefor mostof the year,continuedto grow
— $9 million below the averageexpansion. at a fasterratethandemanddeposits.The record

Despite the relatively Strong Septemberloan for city bankswas primarily responsiblefor the
performance, however, the rate at which city continuationof thesetrendsduring September—
bankshavebeenexpandingtheir loan portfolios an unusually heavy time-deposit inflow coupled
continuesto lag behind that for all city banksin with a below-averageexpansion in demandde-
thenation. Duringthe last 12 months,district city posits.Seasonaladvancesprevailed in both corn-
banks increasedoutstandingloansby 7 per cent, ponentsat countrybanks.
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Economic

1. Humble builds hydrocracking facility
Humble Oil and Refining company is building room facility, which will feature large meeting

a hydrocrackingfacility at its Billings, Montana, roomsandconventionfacilities, is expectedto be
refinery. The unit, the principalpart of a $7 mil- completedearly in 1966.
lion program involving new constructionat the
15-year-old plant, will be the first in the North.
west to employ the newhydrocrackingprocess. 4. Ford-Oglebay Norton build taconite plant

A $45 million taconite pellet plant, owned

2. Lignite to fuel new plants jointly by Ford Motor Co. of Dearborn,Michigan,
and Oglebay Norton Co. of Cleveland, Ohio, is

Two electric power generatingplants, to be under constructionat Forbes,i~Tinnesota.Scheci-
fueled by lignite, are under constructionon the
Missouri river nearStanton, North Dakota. One, uled for completionin 1965, the plant will employ

400. Initial capacitywill beabout1.6 million tons
beingbuilt forBasinElectric Powercooperativeof

of high-gradetaconitepellets annually.
Bismnarck, North Dakota, will generate200,000
kilowatts; the other, for UnitedPower association
of Elk River, Minnesota, 172,000kilowatts. To-
getherthey representan investmentof $75 million. 5. Ground broken for hardboard plant

Ground was broken in Septemberat Superior,
Wisconsin, for the $6 million plant of Superior

3. A new hotel for St. Paul Fiber Products,Inc. Theplant, which will employ
Contractbids were asked in October for the I 2~,will produce120 million squarefeetof hard-

superstructureof the new 24-story Hilton Hotel board annually, utilizing about 35,000 cords of
which will rise in downtown St. Paul. The 500- locally producedpoplar and aspen.
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The Bank’sFirst Half-Century

Exactly 50 years ago this month the 12
Federal Reserve banks were officially or-
ganized. On November 16, 1914 the Fed-
eral Reserve Bank of Minneapolis opened
for business in temporary quarters in the
Lumber Exchange Building at Fifth and
Hennepin, downtown MinneapoUs. With a
tiny nucleus of personnel, the Bank then
stood ready to rediscount commercial pa-
per for member banks of the Ninth district.

Initially, the demand was light and op-
erations were limited to a few “courtesy”
borrowings by banks wishing to familiarize
themselves with the new institution and to
acquaint the public with the new Federal
Reserve currency. But by year’s end the
Federal Reserve Bank had made al- least a
modest beginning on the great variety of
functions envisioned for it in the Congres-
sional Act of December 23, 1913 that had
created the Federal Reserve System.

At that luncture half a century ago, far-
reaching changes lay ahead for the System
—changes that were to alter many early
ideas about the nature of the Federal Re-
serve Bank of Minneapolis and the System
of which it was a part. To mark its Fiftieth
Anniversary year, the Federal Reserve Bank
of Minneapolis has published a short history
outlining the origin and evolution of the
Bank and its role in the nation’s credit struc-
ture. Readers interested in obtain~naths
booklet, Reflections from I-Hsfory: First Half-
Century of the Minneapolis Federal Reserve
Bank, may secure a copy by writing to the
Bank and Public Services Department, Fed-
eral Reserve Bank of Minneapolis, Minne-
apolis, Minnesota 55440.




