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Meeting the future credit needs of

Despite the increasingurbanizationof society, is a real one, especially for country banks. But
agriculture remainsone of the biggestand most there is another important problem for bankers
important single industriesin the United States. — that problem is to make sure that they are
Its problemsdeservethe concernof all citizens. applying their necessarilylimited loan resources

American farms provide three times as many to meet real, constructivecredit needsand not to
jobs to the economy as any other industry, and dissipate what they have in meeting credit “de-
generatemore investmentin capital equipment mands” that benefit neither their customer nor
than any other industry. Farms are a mainstayof themselves.This is a problem which involvesthe
the economy and particularly to thousands of question, too often overlooked, of whether the
smallercommunitiesacrossthe country, credit requestedwill increaseearning potential

In meeting the credit needsof so importantan enough to provide repayment of debt without
industry, bankershavea vital job to perform, a liquidation of basicassets.Except for certain rec-
job madeevenbiggerandmorecomplexby recent ognizableemergencies,extensionsof credit to a
changeswhich have been taking place in the borrowerthat will not provide incomefor repay-
amountandkind of financingrequiredby Amen- ment are not apt to be beneficialto the borrower
canagriculture. Already a large flow of credit to nor, in the longrun,to the lender.
farmershasbeenpromptedby the increasedcapi-
tal requirementsof an increasiiit~lvmechanized Agriculture’s pattern different
farm industry. Outstandingfarm credit has gone When an industry’s need for credit increases
up by about $10 billion or approximately50 per greatly within a short period of time and gives
centduring thelast five years,andbanksthrough. every indication of continuingto do so for some
out the country have contributed a significant timeto come,oneis usuallyableto reportthat this
portion of this credit. They have maintained a useof creditis providingmorejobsandincomefor
competitive position with approximately 13 per thenation’sexpandinglaborforce,that thedemand
centof farm mortgageloans,while on other loans, for this productis outrunningproduction,andthat
they havelost groundsomewhat droppingfrom credit financedexpansionof productive facilities
about ~7 per cent in 1960 to about 64 per cent is therefore essential.But, unfortunately, this is
by 1)ecembcr20, 1963. not the casefor agriculture.In the Ninth district,

The problem of marshalingnew funds to coil- for example,farm gross receiptsand net income,
tinue to meetthepressingneedsof farm customers while fluctuating widely, haveshown no upward
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trend in recent years, and the number of farm theeconomyasa whole,theprocesshasmadefood
jobshasdecreased.Even in the nationas a whole, costs lower in terms of man-hoursof labor than
realized gross farm income has increasedfrom everbefore; but,on the otherhand,thecontinuing
about $37.5 billion in 1959 to slightly over $41 growth in size and reductionin numberof farms
billion in 1963,a gain of only $3.5 billion or less hascausedmany rural communitiesto cometo a
than 10 per cent. While this hasbeenhappening, standstill or to decline both in population and
realized net income,after droppingfrom a peak gross income.This latter developmentis naturally
of over $17 billion in 1947, has varied between adverseto growth of the banks in thesecommnu-
$11.5and$12.5billion for thepast10 years.Also, nities since the size and lending capacity of the
farm employment has decreasedto an annual typical rural bank is largely determinedby the
averageof 6.5 million in 1963, a drop of 13 per incomeof its community. In consequence,growth
cent from the 1957-1959average, in the lending capacityof countrybankshas not

Agriculture,therefore,appearsto bean industry kept pacewith growth in the sizeof credit needs
that in the aggregateis usingcredit for moderni- on individual farms, and bankers accordingly
zation rather than for expansion. True, some haveexperiencedincreasingdifficulty in servicing
farmers are using more credit to obtain control thosegrowingneeds.
over a larger volume of productiveresources,but
even thesemovesto largerenterprisescan be re- Other changes lead to problems
gardedas modernizationsincesmallerand usually Off-farm changesin agriculture have further
less efficient units are eliminated. Other farmers aggravatedthe financial problemsof rural corn-
are usingmorecreditto enablethemto buy equip. munities.A tremendousincreasein the purchase
ment or adopt production techniquesthat will of production suppliesof nonfarmorigin has re-
lower their costs. suitedfrom thesubstitutionof tractorsandmotors

While all of this has increasedproductivityand for home-raised horsepower,of petroleum and
improved salesand incomeof individual farmers, electricity for home-raisedfeed and fuel, and of
it has not led to any significant improvementin complIcatedmachinery requiring skilled mainte-
total agricultural income.Insteadit has increased nancefor the simple tools andequipmentthat in
total output faster than the increasein effective earlier days could be madeamid repairedin the
demandwith a correspondingdepressiveeffect on farm blacksmith shop. Thus a vast and complex
farm commodity prices. From the standpointof supply and service industry has comeinto being
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employs approximately40 per cent of the labor
force— certainly a major factor in the total
economy.

There are many bankerswho are apparently
recognizingthe opportunities,and the recentup.
ward shift in loan-to-depositratios indicatesthat

to meetthe needswhich canno longerbe met by banks in the Upper Midwest are meeting farm
the old time country store or village blacksmith. credit demandsat a faster pace than their own
The samecanbesaid of the equallyvastandcorn- depositsare increasing.But a number of other
plex assembly,processing,and merchandising~ bankersare shuttingtheir eyesto the fact that the
dustrieswhich now do moreefficiently the process- agriculture of their respectivetradeareasis pro-
ing and distribution jobs formerly done on the viding the base for a significant portion of the
farm or by small local plants. economicactivity on which their well-being de-

Modern transportation and communication pends.Somebankers,in fact, haveindicatedthat
methodshavebrought abouta transformationin they haveno farm loan businessor thatproviding
which one trading centertends to replaceseveral credit to today’s agriculture enterprisesis more
smaller businesscommunities. This transforma- complexand less profitable, in a direct way, than
tion is affectingbanksas well as otherbusinesses making consumerloans. If, as a result of this
all acrossthe Country. It is a processof consolida- thinking, the farmersin their areaare not prop-
tion, and the communitiesand the businessand erly supplied with the essentialproduction tool
financial enterprisesthat survive are those which that credit has become,these samebankersmay
gear their operations to provide the services find that they are serving neither the long-range
needed,including the needsof larger farm enter- developmentof their total communities,nor are
prises. they serving the long-rangegrowth of their own

institutions.

Key role of the rural banker

The rural banker has a key role in the coznpeti- What are the limits to credit expansion?
tion that is determining which communitiessur- In view of theobviousessentialof providing for
vive andwhich communitiesfail. The effectiveness the real credit needsof agricultureand consider-
with which he meetstheproblemof obtainingnew ing both the nationalwelfare and the well-being
loanablefunds, and the skill and couragehe dis- of farmers,are thereany limits to the amount of
plays in usingthose funds mostproductively,will credit that shouldbe supplied?This is a difficult
likely determinehis own fate and will influence questionto answerbut there are some practical
the fateof his community.His opportunitieswill considerationsthat provide a clue to what con-
never be lacking. Although farm populationhas stitutesa desirableflow of credit into agriculture.
fallen to a level of less than8 percentof the total On many,if notonmost,farmsit is possibleto find
as againstapproximately25 percent only 30 years adjustmentsthat would improve the operationbut
ago,agriculture still is a $45 billion-a-year busi- that would require capital outlay from some
ness. Moreover, when one considersthe related source.As is so often true in economics,however,
supplier, processing,and distribution industries what is true for the individual is not necessarily
directly dependenton the farm sector, he finds true for all. And whenoneconsidersfarming as a
that the total agricultural industry engagedin the whole,he finds that thereare limits on the rateat
job of providing food and clothing to the nation which changescantakeplacewithout backfiring.
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To illustrate: comes on the market in the normal course of
The review of UpperMidwest farming thatwas events.Whenthe demandexceedsthissupply, the

doneaspart of the excellentUpperMidwest Eco- price is going to rise, andthe man who pays the
nomic Study revealedthat many farmersare un- higherprice, eventhoughhecanaverageit against
der-employedon their presentfarms. It showed the lower costof his earlierholdings,will find the
that farmers in southernMinnesota,for instance, increasedcarrying chargeagainstcapital invest-
could expectto improvetheir averageincomesub- ment biting into the additional income that he
stantiallyby increasingthe size of their hogenter- hopedto achieveby enlarginghis farm. Although
prise or by making significant increasesin their it may still be profitable to enlarge individual
cattle-feeding operation. Making these moves farms, land price inflation createsa realproblem
would requirefairly large amountsof capitalper for thenew operatorwho mustbuy his entireunit
farm, but thesecould be obtainedOn the basisof at the higherprice. As with cattle,too rapid a rate
equity in land and livestock. of expansionby farmersas a groupmay be self-

But what would happenif everyonetried to go x defeating
into cattle feedingor hogson the scaleshown to Examples
be the optimum adjustment in this study’ The i’~During thefive’~.~endingin 1963, farm land
resultwould probablybethat.anotherstudywould ~ pricesin North Dakot4~averisenby 24 percent
be neededin short order ~~onuthing 14e this,~- Total farm mortgagelt bt hasjust aboutdoubled
after all, hasbeenhappeningin cattlefeechngdur I~i*mtana and Sout~Dakold the rise in land
ing the last few years The demandfo~beelhas pr~esbaaalso beenin the ran2eof 20 to 25 per
beenincreasingas a result of higher persrni~iI4fl~ cent Agun buyershaveapparentI’, used large
comesanda greaterpopulationreachmnIms-alurtty amountsof crechtto consumniatethe transactions
But adjustmentsthatwere profitablefir indi’~idual~Lj Outstandingfarm Iiiortgage debt in both states
farmers at prevailing prices have not remained ha~risert b) about (O IM r cent during the five
profitablewhentherateof adjustmentby all farm~ years
erstakentogetherexceededthe rateof growth of Onocancontrastthe figuresfor tin -c stateswith
the market In fact, this, not Australian beef mm those for stites in which farm enlargementhas
ports, is the real root of the presentbeef cattle been 1es94gmficant as a factor in ~thefarm ad
priceproblem justmentprocessIn Minnesota,land priceshave

risen 12 percent while mortgagedebthas risen
Limits In wheat credit flows about 40 per cent. In Wisconsin, price is up 9

Wheat farming presentsa somewhatdifferent per cent and debt about 30 per cent, while in
problem in evaluating the desirability of credit Iowa, prioe is ~p only 5 percentanddebt sbøut
flows Here enlargementof farm acreagei~ a 20 percent
biggerfactor in the adjustmentandmoderñi;ation
processThis is amply documentedby Department The lender’s dilemma
of Agriculture surveydatashowingthat about75 It’s Clearthat an increasinglytroublesomesitu
per cent of the farm land transfersin the plains ation exists— one which involves many farm
statesare for farm enlargementas comparedto mortgagelendersin all types of lending mnstitu
about45 percent in therestof the country tions banks, insurancecompanies,and Federal

But, again,thereis a limit on the rateat which land banks While these lendersrealize that in
the adjustmenttowardlarger andmoreprofitable creasesin land prices are outrunning those in
operationscan take place,and that the basis of productivevaluein many instancesandthat more
this limit is the limited supply of farm land that ~ conservative appraisalsand loan - to - appraisal
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ratios would dampenSonic of the buying fever, sincecompetitiveefforts along this line are an old
they are faced with competitive pressuresto place story in most areas,one would not expectthis to
available mortgagefunds that may at times over- be a particularly fruitful source of additional
cometheir betterjudgment. credit dollars for agriculture.

From an over-all viewpoint, wheneverone talks Time deposits, however, are another matter.
abouttheoptimum flow of mortgagecreditneeded Banks do not havea monopoly over savingsde-
to carry out the desirable adjustmentto larger positsas they do over demanddeposits.The bank-
acreages,he must be awareof the limited supply ing systemcompeteswith a host of otherfinancial
of land on the marketand of the possibleconse- institutions for the savingsdollar of the public.
quenceson landprices.Also, from a nationalview- Over the years this competition has become in.
point, when one talks about the optimum supply creasinglyfierce as the public is more and more
of credit to financeadjustmentsthat will tend to awareof the various alternativesin which it can
increaseoutput, he mustkeep in mind the limit on place its savings and of the rates of return that
the ability of the marketto absorb this increase can be obtainedin thesealternatives.For a while
without resultingin disastrousreductionsin prices, rural residentswere at a disadvantagecompared

to city dwellers in this respectbecausenonbank
Sources of funds savings institutions were not as numerous in

As to sourcesof additional funds to keep up country towns. This situation now has changed.
with the growingcredit needs,oneshouldstart by Most farmersare quite mobileandmake frequent
observingthe outlook for demanddeposits.These visits to the larger tradingcenters.They are also
depositsderive primarily from the gross income exposedto save-by-mailadvertisements.
of tile area.Since,as alreadynoted,thevolume of The question,then,is: Are countrybanksdoing
grosssalesis not increasingvery much in farming all they canto marshalthe savings of their com-
areasof the Upper Midwest, it is not surprising mnunity so that these funds will be most readily
that demanddepositshave risen less in this area available for investmentin the economy of that
than in the nation as a whole. Further, general community? From some of the evidence,the an-
increasesin ratesof interest in recentyearshave swer is “Yes.” Time depositsin all insuredcorn-
given peopleaddedincentiveto placetheir savings mercialbanks increasedfrom about $41.7billion
in a placewhereit will earninterest,andto place in 1956 to $111.6 billion in 1963, a gain of 160
temporarily inactive funds in an interest-bearing per centcomparedwith a demanddepositincrease
accountrather than holding them as demandde- from approximately $108.7 billion to $121.1
posits. Thus, as people have cut down on the billion, a rise of only 11.4 percent. In the Upper
amountof demanddepositsheld for reasonsother Midwest states,time deposit gains ranged from
than for use in immediatetransactions,the total 74 to 98 percent in threestatesand from 146 to
nationalvolume of demanddepositshas been in- 197 percent in threeothers,a largerangeand~et
creasingonly slowly, not conclusivesincethe figures do not reflect the

By competing vigorously for the demandde- Level from which each started. ~either do these
positsof the tradeareaandalso for correspondent figures take into accountthe wide rangebetween
bankbalances,it is possiblethat a bankinterested individual banks.Type of farmingmay also be a
in makingfarm loanscanincreaseits shareof the factor since time depositsin mostMinnesotaand
demandbalancesof the community at the cx- Wisconsinbanksexceeddemanddepositsand the
penseof a bankless interestedin farm loans,and totalsare approximatelyone andone-third times
that the volume of bank farm credit availablein the recentaveragetotal annualnet farm operator
that community might therebybe increased.But income in those states.In the Dakotasand Mon-
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tana demanddepositsstill exceed time deposits interest in the city-basedsupportiu~agricultural
and the totalof the latter is slightly lessthanaver- industrieswhosevery existenceis affected by and
age annualnet farm operatorincome in eachof in many casesdependenton the ability of their
those states.It is apparent,however,that banks country customersto maintain viable,prosperous
paying 3 per cent or less for savings (of which farm operations.Hencethe city bankermust take
there are many) are not a~aggressiveas those an interestin theone in order to protecthis inter-
paying31,4 percentor more, est in the other.

So one suggestionto banks in searchof addi-
tional funds is to take a look at the job they are Other sources
doing at home to attract local funds, especially In areasof heavy demandfor farm mortgage
savings,into their banks,while realizingthat this loans,perhapsbanksshouldbe making increasing
cannotbe the entire or even a major portion of use of cooperationwith insurancecompaniesas a
the answer. sourceof long-termloanfunds. Arrangementswith

insurancecompaniesfor specialloansof well based
Use of the correspondent system mortgagesare valuableto banks in severalways.

Anyonefamiliar with the correspondentsystem They permit banks to maintain a better balance
must be awarethat its potential for movingloan in their investmentportfolio while at thesametime
fundsfrom city to country is far from being fully serving the needsof their farm customers.If the
utilized. That potential, to be realized, requires arrangementwith the insurancecompanyprovides
interestand actionat bothends.The rural banker for the bank to servicethe loan, the bankearns
must be willing to go to the extra effort required the service feeandalsogains an additionaloppor-
to service the farm loan needsof his areain this tunitv to maintain contactwith the customerand
fashion.He may find thathe mustdo more in the hopefully to serve hisother bankingneeds.Bank-
way of getting and analyzinginformation on the insurancecompanycooperationhasproducedsev-
operationsand progressof his farmer-borrowers. eral times as much additional credit for farmers
He may have to devote more time to long-range as have correspondent-bankrelationshipsand,as
farm planning and budgeting, operating state- of January1, 1960, amountedto over $1 billion
ments, net worth progress,and repaymentplans of outstandingfarm credit.
so that he and the correspondentcan more ac Also, farm loan discountfacilities provided by
curatelyappraisethequality of the loan, law for commercial banks at the Federal Inter-

At the other end, the urban bank should go niediateCredit Banksdeserveattention.It doesnot
beyondthe minimum of simply handlingthe par- seemto be generallyknown thatbankshaveaccess
ticipation requests.It shouldadviseits correspond- to the discount facilities of the Federal Inter-
ents of its interest in farm loansand specifythe mediateCredit Banks through eitheragricultural
information that shouldaccompanyparticipation credit corporationsorganizedby the bankfor that
requests.It shouldbe ableto helpruralbankswith purposeor by directlydiscountingfarmloanpaper
the farm and loan plansof their largerborrowers, with that agency. In either of theseways, banks
In areaswhere the rural bankspersist in letting have accessto funds obtained in the national
the large farmersgo by defaultto other lending creditmarketat the samediscountrate (presently
institutions, the city bank can take a still more 4% percent) that theFICR’s chargethe Produc-
activerole in working directly with thesepotential tion Credit Associations.On loansthusdiscounted,
customers. the originatingbankcan, underFarm Credit Ad-

It is an illusion for the city bankerto think he ministration regulations,chargeinterestup to 4
hasno interest in farm loans: he has had a real per cent over the discountrate,althoughcompeti-
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tive factors may dictatea narrower margin. Any Summary
bank unableto meet a good farm loan request In closing, thereis nothingnew or unusualhere
from its own funds or through its correspondent in the way of suggestionsas to how banks can
would do well to look to this sourceratherthan meetthecreditneedsof modernagriculture.There
lose the customer.Also, discountingof farm loans are no magic formulas. In theend,the answerlies
in thisway would seemto bea potentialsourceof in working harderand with more inspirationand
funds for city correspondentswho may wish to originality in tapping more fully such funds as
provide a farm servicebut who find themselves are generatedlocally; in increasingthe flow of
alreadyoverextendedin termsof loans, funds from urbancentersand from the national

In addition to thesesources,resourcesof the credit marketthroughthe bankingsystem;and in
Federal Reservebank are available to member the prudentallocation of availablecredit in the
banksto aid in adjustingportfolios to uiiexpected best interests of the individual and collective
depositwithdrawalsor other unusualneeds, borrower.

D istrict businessactivity at mid’year seemsto 1958 and on less acreage.South Dakota’s 1964
be gatheringmomentum,sparkedby prospectsof wheat output was estimatedabout 30 per cent
anothergood cropproductionseason.Bank debits over that of lastyear.
in Junewere up 18 percent from a year earlier. Assumingnormal rainfall and temperaturesfor
Departniemitstore saleswere up strongly in early corn, soybeans,and other late crops in July and
July. Consumercredit has been expanding;and August, agricultural output should about equal
constructionwork, exceptresidentialbuilding, has last year’s favorable experience.Incomes, bow-
beenmoviii~aheadvigorously.Manufacturingem- ever,may not equalthose of 1963.Farm product
ployment in Minnesotawas expectedto improve prices in the district havebeen trending a bit
during July. The industrial useof electric power lower comparedwith last year, with cash farm
expandedan estimated8 index points from May incomescorrespondinglylower.
to June.Shipmentsof iron ore from Lake Supe- Since the first of the year, bank depositshave
nor ports sincethe start of the seasonhavebeen trendeddownward at city banks,upwardat coun-
running about23 percentaheadof lastyear.Total try banks,with total depositsat all memberbanks
district personalincomesat mid-year,basedon a standingabout$55 million higherat the mid-year
two- to three-yeartrend line, continueto roughly point. Loans at memberbankshavebeenexpand.
parallelthat of the nation. District wheatproduc- ing somewhatmorerapidly thandeposits:in June
tion was estimatedon July 1 by the Department the loan-depositratios inchedup to the recordor
of Agriculture to be 10 percentabovethat of last near record levels of the 1920’s. To meet the ex-
year. Montana may have the largest crop since panding loan demand,district memberbanksat
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mid-yearcontinued,as theyhavesincelateMarch, in 1964 was so much smaller than that for 1963
to be net purchasersof federal funds and to con- that it almost entirely explains the differencein
tinue borrowing from the FederalReserveBank total credit expansion.
of Minneapolis. City banks reported a $73 million increasein

In summary, current businessconditions and total credit for the first six monthsof 1964 corn-
prospectsappear favorable based on available paredto the $29 million rise recordedin the first
statisticaltrendsand agriculturaloutputprospects half of 1963.Thehigher growth ratein 1964can
in late July. be attributed substantiallyto the fact that city

bankswereableto add$10million to their invest-
ment portfolios this year due to a greatersource

The /ollowin~selectedtopics describe particular of funds; whereasin 1963, they were forced to
aspectsof the district’s current economicscene: liquidate $30 million in securityholdingsin order

to finance loan expanSion.At country banksthe
DISTRICT CREDIT other sourcesof funds were not available to the

Aided by anacceleratedrateof creditexpansion samedegreeasat city banks.In order to maintain
during the secondquarter,total loansandinvest- the same level of loan expansion in 1964 that
mentsat districtmemberbanksroseby $141 mil- existed in the first half of 1963, country banks
lion in the first six monthsof 1964.Thissurpasses this yearfound it necessaryto reducetheir invest-
the $112million increaseduringthe similarperiod ment portfoliosat a little higherrate.As a result,
in 1963 (seeTable).The $186 million increasein total credit expandedat a slightly lower rate in

1964 at country banksthan it did the previous
year.

CHANGES IN LOANS AND INVESTMENTS AT Although loan expansion at city banks was
NINTH DISTRICT MEMBER BANKS aboutthe samein thetwo six-monthperiodsunder
FIRST SIX MONTHS OF THE YEAR -

review, thereweresomesignificant changeswithin
the loan classification. In the first half of 1964

(Wednesday clos~ngfigures. millions of dollars)
businessloan repaymentsexceededextensionsby

1964 1963
All Member Banks $6 million, a sharp reversalof the trend of last

Total $141 $112 year when, for the comparableperiod, extensions
Loans 186 184 exceededrepaymentsby $31 million. More than
investments — 45 — 72 offsetting the amountof businessloan contraction

City Banks in 1964, however,were the increasesin loans to
Total 73 29 nonbankfinancialinstitutionsandconsumerloans.

Loans* 63 ~ One factor behind the sluggishnessof business
Investments 10 — 30

loanswas the unwillingnessof districtcommodity
Country Banks dealersto build up inventoriesin the first half of

Total 68 83
1964 due to priceuncertaintiesexistingundertheLoans i23 125

Investments — — 42 current wheatlegislation act.
Exclusive of Ioan~tu ~thur bo.~L.

WHEAT CROP PROSPECTS
the loan comnponentduring 1964 wasnot signifi- The July 1 Crop Productionreportof the C. S.
cantly different from the previousyear’s growth, Departmentof Agriculture indicatesthat the dis-
but a $45 million reductionof investmentholdings trict wheatproductionwill be considerablylarger

AUGUST 1964 9



than that of last year. The District acreage for harvest
estimated total output of
wheat was placed at over
293 million bushels, a 10
per cent increaseover 1963.
That compareswith a 12
per cent increase expected
for all wheatproduction in
theUnitedStates.Among the
classesof wheat,springwheat
outputis expectedto be8per
cent greater than last year,
while winter and durum
wheatoutput is expectedto
increase12 per cent and 16
per cent, respectively.

The largest relative in-
creasein all wheat produc-
tion is anticipated in South
Dakotawhere a possible55
per cent increasein winter
wheatoutputis primarily re-
sponsibleforanestimated29
percentincreasein total
wheatproduction.North Da-
kota output is expectedto
exceedlast year by 13 per
cent and a similar relative

expansion is predicted for
Minnesota.No changeis ex-
pected in Montana’s total

wheatoutput: an anticipated
increasein durumwheatout-
put is offsetby a reductionin
springwheatproduction.

Feed grain production is
forecast at generally lower
levelsthana year ago. Corn
outputis expectedtobemore
than 10 per cent below the
1963 level, primarily due to
7 per cent and 15 per cent
reductionsin Minnesotaand
SouthDakota,respectively.
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FEED LOT NUMBERS DOWN Superiormetropolitanareas were up 11 per cent,
District cattle feederscut backtheir total num- 16 percemit, and15 percent in the first threeweeks

her on feed lots to a greaterextentthanwastrue in July, respectively,from the comparableweeks
for the entireU. S. livestockfeedingarea.Accord- of last year. Sales were also significantly higher
ing to a July 1 U. S. Departmentof Agriculture than for June.
report,sharpdeclinesrelative to a year earlier in Commercialbankers,in a survey conductedin
Minnesotaand North Dakota, and a lesserreduc- mid-July, reported that in small urban centers,
tion in South Dakota,reducedthe district’s 4-state wherefarmer’spurchasesare important,therewas
total by 6 per cent from July 1, 1963.As shownin a marked rise in total retail sales. Bankersat-
the table,the only increasein numberson feed as tributed this rise to an improved outlook for
comparedwith lastyear was in Montana,a rela- farm crops— since the earlypart of June,most
tively minor feedingstate.Over-all, the reduction regionshadrecordedenoughrainfall to eliminate
in the 28-statemajor livestock feeding areawas the cirouth conditionsthat had developedduring
3 percent. May. Sorneregionsare againbeginningto suffer

from drouth due to a lackof rainfall in July.) The
CATTLE AND CALVES ON FEED July 1964 saleof automobilesdid not rise as universally as

as% of generalretail sales,but were reportedto he hold-

(~~ousandhead
1 I, 1964 July I, 1963 ing up well. In the largecommercialcentersand

Minnesota 417 379 91% in the mining regions.bankersestimatedgeneral
North Dakota lOS 96 89 retail salesto be either at the samelevel or up in
South Dakota 258 250 97 July from the former month. Automobile sales
Montana 34 44 29 showed no evidence of weakening.
4 States 817 769 94
28 States0 6882 6665 97 Although sales unproved in July, total retail

lncludes major cattle feeding states salesin district statesstill may not have reached
the dollar volume of a year earlier. Estimateson

Of the total numberof cattle andcalveswhich total retail salesfor the district are now available
wereon feed in thedistricton July 1, it is expected for the first four months of this year from the
that 48 per cent will be marketed from July U. S. Bureau of the Census.in March and April
through September.If realized, that percentage the volume wasdown 11 percent and 8 percent,
will representa shift awa~from last year’smarket- respectively,from a year ago. The largest per-
ing patternwhen 1() percentof the cattleon feed centagedecreaseoccurredin building materials
on July 1 were marketedduring that period. A and farm equipment.Smaller decreasesoccurred
shift to earliermarketingsis also expectedin the in the categoricsof general merchandisestores,
28-statemajor feedingareawhereJuly-September food markets,automobiledealers,gasolineservice
marketingare expectedto reach 59 per cent of stations, eating amid drinking places, and drug-
the total numberof cattle and calveson feed as stores, indicating that the decline in volume was
comparedwith 54 per centduring that period in quite general.
1963. Bankersin small urbancentersreportthat farm-

ers in July wereprobably spendingless than last
RETAIL SALES year andconsiderablyless on major itemssuch as

On the basisof preliminary data, district retail machinery.Retail lumber yards report a decline
sales improved during July. Sales at department in district lumber sales through June, reflecting
stores (the only available figures) were strong. theslowdown in residentialbulding.
Weekly salesin theTwin Cities and in the Duluth- Information on departmentstore sales by dis-
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trict states indicates that the volume slumped creasesare realizedin the latterhalf of the month,
sharply in the westernhalf of the district where seasonallyadjustedJuly retail saleswill continue
farmincomeis down.Beginningin Marchsalesin the upwardtrend. U. S. seasonallyadjustedtotal
bothNorth DakotaandSouth Dakota, and begin, retail salesin Junewereestimatedat $22.2billion,
fling in April sales in Montana, fell below the virtually unchangedfrom the record volume in
volume of a yearearlier. In the otherdistrictstates, May, and6 percentabovethetotal for June1963.
as well as in the nation,thesesaleshaveremained Adjusted durable goods sales were down 3 per
abovethe receiptsof a yearago. cent from May to June,attributableprimarily to

In the United Statestotal retail salesduring the a decline in automobiledealer sales which was
first andsecondweeksof Julywereup 11 percent due,in part, to shipmentsfrom assemblyplantsin
and8 percent, respectively,from the correspond- some easternstatesbeing limited by a trucking
ing weeksof lastyear.Thesepercentageincreases strike. Nondurable goods sales rose2 per cent
were larger than in June and, if comparablein. in June.


