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conditions...

B usinessactivity in the Ninth district has beeti though statisticaldataare not yet available for
expandingat approximatelythe samerate as na- recentweeks,preliminarysurveyreportssuggesta
tionally. Improvementfrom year-earlierlevels in sharppick-up inactivity.
nonagricultural employmentin recentweekswas The dollar volume of district retail saleswas
thesamein the Ninth district asin the nation.The also curtailedby the severeweatherearly in the
decline in the numberof personsdrawing unem- year,butdepartmentstoresalesdatain the 4-week
ploymentcompensationwas also aboutthe same, periodendedMay 15 wereabout10 percentahead
at around15 percent. The district unemployment of the sameperiodof 1964.
rate—at3.6percent in March, seasonallyadjusted Total districtbankdebitsduring April expanded
—wasat the lowest monthly level for which data about8 per cent from April 1964. Sincethe first
are available; in the nation,the ratewas 4.7 per of the year, the expansionof the district debits
cent, the lowest level since 1957. New or initial indexserieshaslaggedthat of the nationby only a
claims in the district for unemploymentcompen- small margin. This hasbeentrue also of the per-
sation declined 10 to 11 per cent in the early sonalincomeseries.
spring period from year-earlier levels, about the Our surveyof bankers’opinion about current
sameas nationally. businessconditionsas of May 25 indicateda gen-

The labor market in the district is relatively erally optimistic feeling. Only about 10 percentof
tight, especiallyfor skilled workers. This is par- thosereportingon thissurveyanticipateda decline
ticularly true in the Twin Cities areafor construc- in businessprospectsfor the latterpart of May or
Lion workersfollowing disastrousspringfloods and earlyJune.A goodpart of thepessimismthatdoes
tornadoes.The Minnesota Department of Civil exist is from agricultural areashard hit by last
I)efenseestimatedtornadolossesat $51.5million; summer’sdrouth or by late spring planting con-
flood losses,estimatedby the Army Corpsof En- ditions.
gineers,$116 million. Credit expansionat district banks, after pro-

According to estimates,the output of district ecding at an unusually vigorous pace during
manufacturedproductsexpandedabout8 percent early 1965, gaveway to a more subduedgrowth
in the earlyspring from year-agolevels.This, too, ratein thelatterpartof April—a ratewhich closely
wasabout thesamepatternas nationally. followed theseasonalpattern.Both city andcoun-

Total districtconstructionactivity, judgedfrom try banks recordedsubstantialincreasesin loans
contractsawardedandpermitsissued,wasrelative- during thefirst half of April; due in part, perhaps,
ly low duringthe first quarterbecauseof especially to theneedfor funds to meetunusuallyheavyper.
generally severeweatheraroundthe district. Al- sonal incometax liabilities which werecreatedby
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the underwithholdingof taxesduring 1964. Sub- bank loans. ‘l’he aggregateincreasewasmorethan
sequentto April 15, however,therehasbeenlittle accountedfor during the secondweek asbusiness
changein loansat city banks. At country banks, loansrose$15 million while “all other loans” ex-
loansdid spurt during the first two weeksof May, pandedby $10 million. Higher personalincome
perhapsbecauseof thedelayedwarmweather;but tax liabilities resulting in part from the under-
therewas essentiallyno correspondingincreasein withholding of 1964 incometaxesmay havebeen
totalcreditascountrybankholdingsof U. S. Gov- a significantfactorin the expansion.Offsettingthe
ernmentsecuritiesweredrawn down to accommo- rise, however, was an $11 million reduction in
datethe increasedloan demand. loansto nonbankfinancial institutions,the major

part of which occurredduring the lasttwo weeks
of ApriL City bank loans during the first two

The Jr.ei/owi;z.~ selected topics drscrihe ,i~m,- weeksof May increased$8 million—aboutaverage
- . for the period. Small increasesin businessandreale~p-eetso/ 1/ic dzstrwt s current eionornw scene;

estateloans were noted while loans to nonbank
financial institutions continued to decline.

More moderate pace Countrybanksfollowed the samepatternasdid
city banksduring April Of the $31 million in-marks district credit creasein loansduring the month, $26 million was

The unusuallyvigorousrateof credit growth at recordedin the first half of ApriL This strongcx-
districtbanksevidentearlier in the yeargaveway pansionwas50 percentabovethe usualadvance
in late April to a more moderatepace—apace for the period; and again the needfor loans to
closely in line with the seasonalpattern.Although meetincometax liabilities may havebeen an in-
the inreassin total credit during April amounted dicativefactorin the expansion.Unlike city banks,
to $44 million—morethandoublethe averagerise loan expansionwasquite pronouncedat country
for the month—allbut $2 million of this advance banks in the early part of May. The increase
hadbeenrecordedby the end of thesecondweek, amountedto twice thatof the averagefor thesame
During the first two weeksof May district credit period in recent years. To provide the needed
increased$12 million: the total advancefor the loanablefunds,$16 million of investments,princi-
four weeksendedMay 12 amountedto only $14 pally U. S. Governmentsecurities,were liquidated
million comparedto a $19 million averagemere- therebypreventinganysignificant increasein total
ment during the comparableperiods of the last credit.
five years.

Bank loans rose $45 million in April, substan- Floods, windstorms
tially abovethe averagefor the month but again

- . sweep parts of districtthe entire increasewas compressedinto the first
two weeks.After undergoinga slight contraction Floodsand windstormsswept through portions
duringthe lasthalf of April, outstandingloans in- of the Ninth districtduring April andMay causing
creased$30 million duringtheinitial two weeksof extensive damage. In southern Minnesota the
May. The level of bank investmentholdings re- Mississippi river, the Minnesotariver, and many
mained essentiallyunchangedduring April, but smallerstreamsleft their banksasthe spring thaw
fell $18 million during the sametwo weeks, releasedheavyaccumulationsof frozen moisture.

Weekly reportingbanksincreasedtotal loansby Homes,commercialand industrialestablishments,
$14million during April—a month whenordinar- fields, and highwayswere flooded along low-lying
ily thereis little or no changein the level of city (continuedon page6)
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Operatingratios report:

1964 banking scorecard

In April of eachyear theFederalReserveBank under24 percent of total earningsat the 360 dis-
of Minneapolispreparesas a summaryreport41 trict memberbankswith less than $10 million irk
operatingratios of memberbanks in the Ninth depositsand18 per centat the 125 bankswith over
FederalReservedistrict. The averageratios to be $10 million in deposits.Earningson othersecuri-
foundin this reportallow individual banksto corn- tiesaccountedfor about8 percentof totalearnings
paretheir experiencewith representativedistrict

experiencefor similarsizebanks; thesourceof the Chart I—Revenuefrom loans, effective rate
ratios is the basic operatingdata submitted on charged, 1964
regularreportsby individual Ninth district mein-
berbanksduring the precedingoperatingyear.

In addition to being of interestto bankers the
operatingratios report contains information of
generalinterestboth to the financialspecialistand
to the casualobserverof the financialpicture.The
ratiosprovidea numberof usefuldetailsaboutthe
performancesof banking in the district.

Size of bank
Most memberbanks in the Ninth district are

somewhatsmaller than typical memberbanks in
the nation asa whole. About 74 percent hadless
than$10 million in total depositsin 1964in con-
trastto about64 percent for the nation.And only
25 percentof all memberbanksin thedistricthad
depositstotaling over $10 million in contrastto 36
per cent in the entire Federal Reserve System.
Since eachbank is given a weight of one in com-
puting the over-all averageoperatingratios, dis-
trict averagesmore heavily reflect the influenceof
the smaller banks,

An examinationof ratiosfor differentsizeclass-
es revealsthat interest earningson securitiespro-

vided a relativelygreatersourceof earningsat the
smaller banks than at the larger ones. Interest
earnedon governmentsecuritiesaverageda little
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at the smallerbanksandapproximately7 percent
at the largerones.In part,higherrelativesecurities
earningsby thesmallerbanksresultedfrom higher
averageyieldson securitiesheld by smaller banks.
But to a major degreethe proportionatelyhigher
securitiesearningsat the smaller banksstemmed
fromtheir relatively greaterholdingsof securities:
U.S.governmentandothersecuritiesaveraged29.6
per cent and 11.7 per cent, respectively,of total
assetsat memberbankswith less than$10 million
in depositsin contrastto 24.1percentand10.8 per
cent at banks with more than $10 million in
deposits.

Earningson loans showedan obverserelation-
ship to that on securitiesin spite of the fact that
theaveragerateof earningsat largerbankstrailed
thatof the smallerones(Chart1). l~ansmadeup
a relatively greaterpercentageof totalearningas-
setsat largerbanksthanat smallermemberbanks
in the district. Intereston loansaveraged57.9 per
centof total operatingrevenueat bankswith less
than$10 million in deposits,62.8percentat banks
with over $10 million in deposits.

Therelativecontributionof thesevarioussources

of earnings(governmentand othersecurities,and
loans) has remainedvirtually unchangedthe past
five years (Chart2).

Expenses
On the expenseside of the ledgerthe average

bank in the smaller depositclassestendedto have
proportionatelygreatersalaryand wageexpenses:
they averaged27 percentof operatingrevenueat
bankswith lessthan $10million in deposits;22.5
per cent at banks in the more-than-$10million
class.This fact may be the result of economiesof
scaleinbanking.Or it may simply showthatsmall-
er bankshavecompensatedmanager-ownersmore
by way of salariesthan by wayof dividends.

Taxes took a relatively larger bite out of the
profits at the larger banks;being 8.6 per cent of
net incomeon the averageat banksin the largest
sizeclassin contrastto 5.4 per centat the smallest
banks.But despitehigher taxes,dividendsof the

Chart 2—Sources of operating revenue,

1960-64

largebankson the averagewere relatively larger
than thoseat the smallerbanks.Cashdividendsas
a fraction of capital amountedto 4.4 per cent at
the largestbanksand 3.1 per centat the smallest
banks.

Time deposit interest

An examinationof the interest-to-time-deposits
ratio revealsa steadyprogressionfrom thesmallest
size bank to the largestsize in effectiveratepaid
(Chart3). The ratio wascomputedonly for those
bankswith time depositor trustdepartments.Time
over.all averagewas3.32 per cent, up from 2.31
per cent in 1960. This fact no doubt reflects the
increasedcompetitionof commercialbanksamong
themselvesandwith otherfinancialinstitutionsfor
savingsthroughoutthe Ninth district.
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Chart 3—Interest-to-time deposits, effective

rate paid, 1964

Chart 4—Net income offer taxes as a per-
centage of lotal assets, 1960-64
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Theratio of netprofits tototalassets,whencom-
paredwith that of 1960,revealsa declinefor all
classesof banks(Chart4). The largestdrop was
in the smallestbankcategory (banks with total
depositsof under2 million), .93per cent in 1960
to .64per cent in 1964.

Current conditions - -.

(continuedfrom page3)

areas,Col. Leslie Harding, St. Paul district en-
gineer of the Army Corpsof Engineers, told a
congressionalsubcommitteethat damage totaled
$116 million: $47 million along the Mississippi,
$44 million alongtheMinnesota,$17million along
the Red River of the North, $5 million along the
St. Croix, and$3 million along the Crow andthe
Rum. In mid-May, flash floods in the Black Hills
of SouthDakotacausedmorethan$3 million dam-
ageto highways,bridges,and residences.

A disasterof a different sort strucka 10-county
area of Minnesotain May when a seriesof tor-
nadoesskippedthrough.Particularlyhardhit were
portionsof Minneapolissuburbs.Morethan1,000
homesweredestroyedor sufferedmajordamage;
500 farmbuildings; and60 smallbusinesses.Total
propertydamagewasestimatedat over$51 million
by the Minnesota Departmentof Civil Defense.

Someof the funds for clean-upand rebuilding
to stateand local governmentsis coming via fed-
eral assistanceunder the FederalDisasterAct of
1950; andto individuals andbusinessesvia pro-
gramsof the Small BusinessAdministration, the
FarmersHomeAdministration, the FederalHous-
ing Administration, andthe VeteransAdministra-
tion.

An economic consequenceof the floods and
stormsshowedup in the constructionindustryas
residentsset aboutthe task of rebuilding.In Min-
nesota,for example,the Departmentof Employ-
ment Security estimatedthat employmentin the
constructionindustryincreased8,600betweenmid-
April and mid.May, 1,000of the increaseattrib-
uted to workersfor flood repair.



Cattlefeedingoperationsundergosharpcutback

Cattlefeedingoperationsin thedistrictevidenced period in 1964. That decline compareswith an
a sharpcutback from year-earlier activity during expected4 percentdrop in fed cattlemarketings
thespring months.The total numberof cattleand from the 32-statearea.Among the district states,
calves on feed on April 1 amountedto 970,000 fed cattle marketingsduring the second quarter
head,down 8 percentfrom April 1, 1964,a figure are expectedto beoff 12 percent in Minnesota,15
that compareswith a 2 percentcutbackthrough. per cent in South Dakota, 14 per cent in North
out the 32 major cattle feedingstates.In Minne- Dakota,and5 percent in Montana.
sotaandSouthDakota,the district’s majorfeeding Marketingsafter mid-year will continueto be
states,the cutback in cattle and calves on feed under year-earlierlevels. Of the numberon feed
amountedto 10 per cent and 3 per cent respec. on April 1, 583,000headare expectedto bemar-
tively. Cattle on feed on April 1 weredown 18 per keted after June30, a declineof morethan3 per
cent in North Dakotaand 3 per cent in Montana cent from the comparablefigure in 1964. For the
from year-earlier levels.

Much of the cutback was causedby a marked
reductionin the numberof cattle placed on feed
duringthefirst quarterof 1965.In all, just275,000
headwere addedto district feedlotsduring that
period, a drop of 27 per cent from placements
during the sameperiod in 1964. Thelargestrela-
tive drop in placementsoccurredin North Dakota
wherejust over one-half as many cattlewereput
into feedlotsascomparedwith last year.In Minne-
sotaplacementsweredown38 percent; SouthDa-
kota,12 percent; andMontana,9 percent. These
district declinescontrastsharply with the 1 per
centdeclinein feedlotplacementin the 32 major
cattle feedingstates.

Adding to thedecreasein feedlotnumberswasa
fairly heavymovementof cattleto marketduring
the January-Marchperiod. Over-all, 411,000head
weresold off district feedlots,a 6 percent increase
over thenumbermarketedduring the first quarter
of 1964.Thefirst quartermarketingsfrom Minne-
sota and South Dakotaexceededthose of a year
earlier by 1 percent and 9 percent respectively.
\Tarketings out of Montana feedlotswere up 20
percent; in North Dakota,5 percent. Marketings
from the 32-stateareawereup 5 percent.

As a result of the drop in numbersof cattleon
feed on April 1, district fed cattlemarketingsare
expectedto be off 15 per cent during the period
April through Juneas comparedwith the same

32-stateareaa near1 percentincreaseis expected.
In spite of heavy total marketingsduring the

first quarterof 1965,fed cattlepriceshaveshown
considerableimprovementsince the first of the
year. Choice 900-1,100lb. steerpricesat Chicago
averaged$25 percwt. thelastweekof April, about
$2.50higherthanmid-January1963andmorethan
$3.00 higher than in 1964.The main reason for
this price improvementwasa declinein the output
of choiceandprime cattleand a concurrentdrop
in averagemarketweight of the higher quality
animals.Liveweightof choicesteersdeclinedabout
13 poundsperheadbetweenJanuaryandMay and
were 50 pounds below the year-earlier average.
Thus, high quality beef productionhasfallen off
more than the numbermarketedwould indicate.
Over-all, choice andprime cattleaccountedfor 52
percentof total outputin themajor marketsdur-
ing the first quarterascomparedwith 61 per cent
a yearearlier.
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Economic

1. $4 million power link 3. Fourth unit for Presque Isle station

A major projectin a $22 million expansionpro- Constructionis scheduledto begin soon on th~
gramby MontanaPowerCo. is a 230,000volt line No. 4 unit of the Upper PeninsulaPower Corn.
extendingfrom Hot Springsto Anaconda,Mon- pany’sPresqueIslegeneratingstationat Marquette,
tana.The 150-mile line will connectwith facilities Michigan.Energy from the unit will be usedpri-
being constructed from the Washington Water manly to producepower for the Empire Mine of
PowerCo. plant at Noxon.Work on the$4 million the Cleveland-Cliffs Iron Co. and its partnerslo-

project began in February. cated nearPalmer.Cost of the new addition will

be $8 million; its capacity,58,400 kilowatts.

4. Work slated on Eau Galle dam
2. Chemical company announces plant

A projectto harnesstheEauGalleriser atSpring
Dow ChemicalC0. hasannouncedplansto build Valley, \\iscwisin with a 122-foot-highearthand

a new plant to manufactureblastingagentsfor the rock-fill dam will be startedthis summerby the
taconiteindustry. To be constructedon a site be- St. Pauldistrict of the U. S. Corpsof Engineers.
tween Biwabik andAurora, Minnesota, the plant l’he over $10 million project also includes con-
will replacean older facility nearVirginia. Con- structionof a spillway, levee,channelenlargement,
struction is scheduledfor completion in late 1965. and straighteningof a tributary, Mines creek.


