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Bank earnings in 1963

In hismessageto Congresson January20, 1964, ately increasedstateand federal income tax pay-
PresidentJohnsonassessedthe nation’s economic ments.Thepresentarticleproposesto give amore
progressduring the precedingyear1 andreported detaileddescription of thesedevelopments.
with justified satisfaction that important mile.
stoneshad beenachievedas the economymoved A review of policy
forward to higher levels of activity. By the end The dominantchangesbetween1962 and 1963
of 1963, for example,GrossNationalProducthad were: (1) the increasein earningassets,and (2)
passedthe $600billion mark, averageearningsin theexpandedoutlayson timeandsavingsdeposits.
manufacturinghad exceeded$100 per week, and Since an explanationof both changeswould not
personalincome before taxeshadreachedan an- be completewithout referenceto thepolicy actions
nual rateof $2,500percapita. In addition,civilian of the FederalReserveSysteill, a brief review of
employmentduring the year averaged69 million, monetarypolicy is in order.
approximatelyone million more than the record FederalReservepolicy in 1962.1963was pri-
averageof the previous year. The expansionof manly directedtowardencouragingthe expansion
the economyto thesehigher marksof incomeand of the domestic economy and defending the
employmentindicatedsubstantialimprovementin United Statesbalanceof paymentsagainstdollar
materiallevels of living as well as progresstoward outflows into short-term foreign investments.To
the importantgoal of full utilization of resources encourageproduction, income, and employment

But notall sectionsof the economyparticipated the FederalReserveSystemthroughoutthe period
in the 1963expansion.i\iemberbanksin the Ninth supplied additional reservesto the banking sys..
district were well awareof this disparity as they tern, primarily through open market operations.
totaled up revenueand expense items for their On the basisof thesereserves,memberbankswere
annualincome statements.The final reportssub- ableto expandtheir earningassets—acquirenew
mined to the Minneapolis FederalBeservc Bank loans and investments—whileadding to the liq.
indicatethat after.taxprofits in 1963changedlittle uidity of the economy through the creation of
from the level they hadreachedin 1962,a some- demanddeposits.As a meansof minimizing the
what surprising developmentin view of the sub- outflow of dollars,FederalReserveauthoritiesmi-
stantial increasein current operating revenues tiated policies that would: (a) raise short-term
derivedfor the most part from an expansionof interest rates within the United Statesto levels
earning assets.The gain in operatingrevenues, competitive with thoseprevailing in money mar-
however, was entirely offset by: additional ex- kets abroad,and (b) at the sametime minimally
penseoutlays, including significantly higher in- disturblong.tcrm interest rates,which enter sig-
terest payments on time and savings deposits; nificantly into decisionson capital outlays.
slightly larger nonoperationallosses;and moder- Among the policies initiated to raiseshort-term

‘U. S., President, Economk Report of the Presdent interest rates, the most important for commercial

(Weshington:U. S.Government Printinq Office, 964), p.4. bankswas the two-stageliberalizationof Regula-
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tion Q.~The first change,effective in January them at levels only moderatelyabovethose pre-
1962,permittedinterestratesas high asI percent vaiing in early 1961, the trough of the last re-
(insteadof the old limit of 3 percent) on timeand cession,
savingsdepositsheld morethana year (seeTable
1). The second liberalization, effective in July Record revenues
1963, extendedthe 4 percent maximumto time Theexpansionof creditin thenationaleconomy
depositswith a maturityof 90 days or more, was paralleled by a similar developmentin the

Ninth district. As indicatedin Table 2, the aver-
TABLE 1—MAXIMUM INTEREST RATES PAYABLE age amount of loans and investmentsheld at
ON TIME AND SAVINGS DEPOSITS district memberbankswas substantiallyhigher in

(per cent per annum) 1963 than in 1962. Most of the increasewas ac-
January I, 1957 counted for by a $327 million addition to out-

through January I, 1962 July Il. 1963 standing loans, a record gain that was largely
December through to

Type of deposit 31, 1961 July 16, 1963 present attributableto an expansionof commercial and
Savings deposits held: industrial,realestate,and farmloans.The remain-

I year or more 3 derof the district increasein credit reflecteda rise
Less than I year 3 31/2 3V2

m investments.As banks found their resources
Other time deposits morethansufficient to meetthe loan requirements
payable it:

I year or more 3 4 of their customers,they enlargedtheir holdings
6 months to 1 year 3 3V2 4 of U. S. Governmentsecuritiesby $44million and
90 days to 6 months 2!/2 2Y2 of other securitiesby a substantial$84 million.
Less than 90 days I The increase was$14 million in U. S. Government

‘Not applicable to time deposits held by foreign govern- securities represented the difference between a
ments and certain international organizations after Octo~
ber 1962. $140 million rise in obligationsmaturing in more
SOURCE: Board of Governors of the Federal Reserve than five yearsand a partially offsetting decline

System, of $96 million in securitiesof shortermaturity.

In responseto thesechangesand in order to
competemore effectively with other savings in- TABLE 2—AVERAGE ASSETSr LIABILITIES, AND
stitutions, commercialbanks lifted rates payable CAPITAL, NINTH DISTRICT MEMBER BANKS
on deposits,thusmaking dollar depositsmore in- (millions of dollars)

viting vehicles of financial investment.The sub- Change
Item 1963 1962 1962.63stantialamountsof savingsattractedby thehigher Loans $3003 $2476 $+327

ratesfreedreserves(becauseof the lower reserve U. S. Govt. securities 1,539 1,494 + 44

requirement on time and savings depositsthaim Othersecurities 618 535 + 84

on demanddeposits) and permitteda further ex- Cash 1,073 1,076 3

parisionof credit. In order to pay the higherrates Other assets 137 122 + 15

on deposits,commercialbankschanneleda sub- Total assets 6,371 5.902 +469

stantialportion of their newfundsinto longer-term Demanddeposits 3,378 3.324 + 54

assetsproviding higher yields. The result was Time deposits 2,364 2,0l7 +347

downwardpressureon long-termrates,which kept Other liabilities 130 93 + 37
Capital 498 468 + 30

2 Tb
0 express purpose of both changes in Regulation ~ NOTE: Details may not add to totals becau~eot round-

was to increase the freedom of member banks to compete ing. The fiqures for assets, liabilities, and capital are aver-
more vigorously for time and savings deposits, includinq ages of the amounts reported on official call dates.
the deposits of nonresidents. SOURCE: Federal Reserve Bank of Minneapolis.
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The expansionof credit occurredwith relatively TABLE 3—REVENUE, EXPENSE, AND PROFIT OF
little changein the ratesof return earnedby dis- NINTH DISTRICT MEMBER BANKS

trict memberbankson their holdingsof loansand (millions of dollars)
investments. The averagereturn on loans held Change

steadyat 6.19percent in 1963,while the returnon 1963 1962 (962.63

other securitiesdeclined insignificantly to 2.98 Current operating revenue $297.1 $267.9 $+29.lInterest and dividends on:
per cent from 2.99 per cent in 1962. The only U. S. Govt. securities 54.1 49.9 + 4.2

marked changewas in the rate earnedon U. 5 Other securities 18.4 16.0 + 2.4

Governmentsecurities—from3.34percent in 1962 Interest and charges on loans 185.7 (65.6 +20.1

to 3.52 per cent in 1963. This rise reflected the Service charges on deposits 17.9 16.8 + 1.1Other current revenue 21.0 19.5 + 1.5
somewhathigher ratesof interest generallyavail-

ableon U. S. Governmentsecuritiesaswell asthe Current operating expense 214.4 (87.9 +26.5

shift in bankportfolios to longer-termamid higher Salaries and wages 72.2 68.6 + 3.6

yielding obligations. Officer and employee benefits (0.5 10.0 + 0.5

Despite the relativestability in ratesof return, Interest on time deposits 75.3 58,7 +16.6

total earningson memberbank loans and invest- Net occupancy expense 12.5 11.4 + LIFurniture and equipment 7.2 6.2 + 1.0
ments (seeTable3) showeda markedrise in 1963 Other expense 36.7 33.0 + 3.7

—$20.1 million on loans,$4.2 million on U. S.
Governmentsecurities,and $2.4 million on other Net current earnings 82.6 80.0 + 2.6

securities. The expansion of bank credit noted Nonoperating gainsor losses — 6.9 — 5.2 — 1.7

abovewas, of course,the decisivefactor. On securities + 1.7 + 3.5 — 1.8

Combinedwith the revenuegainson loansand On loans 0.4 — 0.4 *

investmentswere smaller but neverthelesssignifi- Other — 0.3 — 0.6 + 0.3
Net transfers to (—) and

cant increasesof $1.1 million in service charges from (+1 valuation

on depositsand $1.5 million in othercurrent rev- reserves — 7.9 — 7.7 — 0.2

enue. (This last item includes,amonga variety of Iaxes on income 31.6 30.7 + 0.9

other revenues:gross rentals from safe deposit Net income after taxes 44.0 44.1 — 0.1

boxes,interestearnedon depositsin otherbanks,
chargesfor the collection of checks,and trust de- Dividends declared 19.6 19.1 + 0.5

Retained profits 24.4 25.0 — 0.6
partmentrevenue.) *Le$5 than $50000.

As a result of the larger earningsderivedfrom
loans and investmentsandthe other sourcesjust NOTE: Details may not add to totalsbecauseof rounding.

mentioned,totaloperatingrevenueat districtmeni- SOURCE: Federal ReserveBank of MinneepoUs.

ber banks increased$29.1 million in 1963 over
thepreviousyear —the largestyear-to.yearadvance
in the postwarperiod, items3 were notably higher ir

m 1963, more than
three-fourthsof the rise in operating eost~was
attributable to expandedemployment costs and

Operating expenses larger paymentson time and savings deposits.

Thesubstantialincreasein current revenuewas A factor leadingto highercostsin 1963 wasthe

almostcompletelyoffset by a rise of $26.5million increasein numberof hank employees.This rise
in the current operatingcosts of district member

3 Other current operating expense includes the cost of
banks.While outlays for the occupancyof bank office supplies, automobile expenses, retainer fees, deposit
premises, furniture and equipment, and other insurance charges, andthe costs of examination.
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Market rates of interestrepresenteda furtheradvancein anuptrendwhich
startedin theearly 1940’sandcontinuedwith only
one interruption in the years that followed. The
growth in employment paralleledthe growth in
the volume and variety of services provided by
district banks.Thepaceof the expansionslowed
somewhatin theyearsafter 1960,however,as new
equipmentandprocedureswere introducedto han-
dle the swelling massof bank paperworkmore
efficiently. This slowerpacewas a characteristicof
1963. Despitea substantialincreasein loans, in-
vestments,and depositsduring the year,total em-
ployment advancedonly 2 per cent, a gain that
contrastswith the 3.9 per cent averageyearly
increasein the period 1946.1960.

The rise in employment was coupled with an
increasein both direct and indirect paymentsto
employees.In line with the nationwidemovement
to higherratesof pay,theaveragerateof employee
compensationat district memberbanksadvanced
$1~5 to a level of $4,963 during the year. Also
higher were employee benefits, including bank
expendituresfor hospitalization,insurance,and
retirementplans,aswell asfor cafeteriasandother
employeefacilities. Benefits averaged $719 per
employeein 1963,$20 higherthanthe averageof
the precedingyear. The increasein benefitsand

TABLE 4—INTEREST PAYMENTS AS A PER CENT
compensationperemployeetogetherwith the rise

OF TIME AND SAVINGS DEPOSITS, BY SIZE OFin employment combined to increasetotal labor
BANK, NINTH DISTRICT MEMBER BANKS

paymentsby $4.1 million dollars, or 5.2 percent.
But this addition to the wage bill was dwarfed Average total deposits

(millions of dollars) 1963 1962 1961
by theexpansionof interestpaymentson time and Under $2 3.20% 2.57% 2.55°/a
savingsdepositsresulting from higher ratespaid $2 -$5 3.16 2.58 2.57

on depositsand substantialinflows of new funds. $5 - $10 3.24 2.74 2.52

The increasein ratespaid on depositsreflectedthe $10 -$25 3.25 2.97 2.65
intensified effort of district banksto competefor $25 and over 3.34 3.11 2.72

the financial savings of households,businessfirms, NOTE: The classification by size is based on the average

and governmentalunits beginning early in 1962 amount of total depositsoutstandingat official call dates.The percentages reported are averages of individual bank
when RegulationQ waschangedby the Board of percentages.
Go~t’rnorsto permit higher rates. In responseto SOURCE: Federal Reserve Bankof Minneapolis.

this change,the largerbanksin the district raised
ratesalmost immediately; but amongthe smaller tract new deposits(seeTable4). Nevertheless,the
banksin the district, those with less than $5 mu- boost in ratesat the larger institutions in the dis-
lion in total deposits,few rateswere lifted to at- trict was enoughto raisethe averageratefor the
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entire distri:t from 2.59 per cent in 1961 to 2.91 (2) Recoverieson loans previously reported
percent in 1962. as charge-offsagainstundivided profits

‘lime step-up in depositrates continuedduring less losseson loans for which a corre-
1963 as both largeand small banksattemptedto spondingchargeagainstundividedprof-
draw new funds for the expansionof their loan its is made.
and security portfolios. The smaller banks in the

(3) Othergains,suchas profits on realestate
district wereparticularly aggressivein contrastto sold, less other losses. Included in the
their hesitancyin the precedingyear. Thus, at latterarelosseson counterfeitmoneyand
bankswith under$2 million in deposits,the aver-
agerateon time andsavingsdepositsjumpedfrom forged checks, net cash shortages,and

lossesresulting from lawsuits.
2.57percent to 3.20 percent.This increase,com-

bined with the increasesat other district banks, (4) Net transfers from valuation reserves,
raisedthe averagerate in the entire district by a more appropriatelytermedbad debt re-
substantialmargin— from 291 per cent to 3.19 serves,lessnet transfersto build up such
percent. reservesagainst which losses may be

Thewillingnessof memberbanks in the district chargedrather than against undivided
to lift interest rates paid to depositorswas not profits.
without its effect on the inflow of funds.Time and

In 1963, the last threeitems were negative,assavingsdepositsin thedistrict averaged$347 mu- bus ordinarily been the casein past years, and
lion more in 1963 than in the previousyear, a little changedin magnitudefrom the amountsre-

recordgain for thepostwarera.
‘l’hie resultingimpacton bankcostsof the added portedin 1962 (seeTable3). Net profits on secur-

volume of depositsandhigherpay-outrateswasa ity sales,however, were off $1.8 million in 1963,
$16.6 million expansionof interestpaid on time primarily reflecting the limited opportunitiesfor
and savings deposits,accountingfor almost two- sellingat a profit in a decliningmarket.Largely as

a resultof this drop,nonoperatinglosseswere$1.7
thirdsof the$26.5million increasein total operat-

million higher.
ing expense. A furtheroffsetwasrepresentedby incometaxes

paid to stateand federalauthorities.Becauseof a
Profits unchanged shift in thedistribution of income from banks with

The improvementin current revenueat district lower effectivetax ratesto thosewith higherrates,
memberbanks ($29.1 million) was more than the amountof taxespaid increased$900,000.
enoughto meet the jump in costs, thus leaving a Theseoffsetsultimately eliminatedthe $2.6mu-
gain of $2.6 million in net currentearnings(the lion gainin netcurrentearningsandreducedafter-
differencebetweenrevenuesandcosts).Had there tax profits by $100,000to a level of $44.0 million.
beenno offsets to this rise in current earnings,
district bankswould haveshown largerprofits in ~mm01y
1963than in 1962.Thiswasnot thecase. Ninth districtbankingin 1963wascharacterized

The largestoffset was in the categoryof non- by: (1) higherratespaidon timeand savingsde-
operatinggainsand losses,an itemwhich includes: posits,(2) a pronouncedincreasein time andsav-

ings deposits,and (3) an expansionof loans and
(1) Profits on thesaleof securitieslesslosses investments.The effect of thesechangeson mem-

(except those chargedagainstvaluation berbankswasa level of profits little changedfrom
reserves)sustainedat pricesbelowbook the level attainedin 1962.The impacton theNinth
value, district, thoughimpossibleto quantify,maybeout-
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lined in generalterms.The increasein ratespaid ableto extendsubstantialamountsof newloansto
on time and savingsdepositsprovidedhigher in- finance expenditureplans that might have been
coniesto depositholders— higher incomeswhich impossibleor more difficult to finance and corn-
in turn permittedadditional spending,saving,or pletewithout themoreamplesupplyof bankcredit
somecombinationof both. With the new funds at- which wasavailable.
tra(ted by the higher rates,memberbanks were —JA~l}~sN. DUPREY

conditions. -.

lIE economicexpansionwhich bc~anin Febru- highs. Bank credit has expandedmoderatelyas
ary 1961, hascontinuedthrough the first half of have (leposits.The district agricultural crop out-

1964. Indeed, despite the tranquilizing effect of look also appearsquite favorable.
summer,the advancegives evidenceof at least a
mild acceleration.The economicoutlook, accord- . -

- . The fol1ou.~tn~selectedk)pw3 descrmb” uertwular
ingly, is viewedmost optmimsticallyby the major-
ity of economists. a.spectsof the th.strrcts current economicscene:

Datacoveringhouseholdspendingbehaviorsug-
gests, in line with expectations,that households are NINTH DISTRICT
respondingto the personal tax cut received in
March. This responseis manifestedin both con- MANUFACTURING GROWTH
sumerspendingandconsumerspendingplans. SinceWorld War II, manufacturinghas grown

In May, personalincome,employment,and pro. in importancein thedistrict’s economy.Thegrowth
duction all advancedto newrecordhighs.The un- in manufacturingemploymenthaspartly offset the
employmentfigurespresentthe onejarring note in declinein suchimportant industriesasagriculture,
the economicscene. Unemployment,after falling mining, and railroads. Accelerating growth not
from 5.4 per cent to 5.1 per cent in May, rose only providesmore employment in the basic in-
againto 5.3 percent in June. dustriesbutalsoprovidesabasisfor an expansion

Prices,long theobjectof concernin this record of employment in secondaryindustries, such as
expansion,continueto exhibit significantstability, construction,wholesaleand retail trade,andserv-

\l~~asuresof the district economicpicture also ices. Consequently,a primary objectiveof many
give evidenceof thecontinuedexpansion.Personal community and state industrial developmentpro.
income and production have both risen to new gramsand of the federalarearedevelopmentpro.
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gram in regiotis of chronic unemployment has outputof industrial productsin this district. The
involved the encouragementof manufacturing, rise or declinecan be measuredindirectly by the

The output of manufacturedproducts,on the trend in employmentand by the consumptionof
basisof measuresavailable,moves in fairly close electricpowerin manufacturingplants.
accord with the fluctuations of businesscycles.
Even thoughthe most recent recession,from May Employment
1960 to February 1961, was less severein this From 1961 through 1963, annualemployment
district than in the nation as a whole,manufactur- in district manufacturingplantsrose by 16,700to
ing activity in this region did recede.But since a total of 300,200.Of this total employmentgain,
February 1961,the district as well as the nation about 80 per cent, or 13,400, occurredin plants
has experiencedcontinuous expansion and the producingdurablegoods.
growth in district manufacturinghas been sub- Only part of the expansionin the outputof in-
stantial. dustrial products in the district is measuredby

Thereis no directmeasureavailableon thetotal growth in employment.Productivity— the rise in

TABLE 1—NINTH DISTRICT GROWTH IN MANUFACTURING EMPLOYMENT BY INDUSTRY (in thousands of workers)
(Montana, North Dakota,

(Minnesota) South Dakota, Upper Michigan)
Change in Change in
number of Percent number of Percent

Manufacturing tied to distrkt’s raw matsrials 1961 1963 workers change 1961 1963 workers change
Food and kindred products 55.7 54.2 — 1.5 — 2.7 17.1 16.9 — .2 — 1.2
Lumber and wood products, exc. furniture 6.7 6.3 — .4 — 6.0 12.1 13.7 + 1,6 + (3.2
Paper and allied products 22.5 24.2 + 1.7 + 7.6 2.3 2.3 — —
Chemicals and petroleum products 5.8 &8 + 1.0 + 17.2 2.0 (.8 — .2 — 10.0
Primary metal products 5.3 5.7 + .4 + 7.5 4.1 3.7 .4 — 9.8
Stone, clay and glass products 6.5 6.8 + .3 + 4.6 .6 .5 .1 — 6.7
Iron ore pellets 4.6 49 + .3 + 6,5 .5 1.1 + .6 + (20.0

Total 107.1 108.9 + 1.8 + .7 38.7 40.0 + 3 ‘4- 3.4

Manufacturing of durables not fled to district’s raw materials
Furniture and fixtures 2.5 2.6 + .1 + 4.0 .9 .9 — —
Fabricated metal products (42 (5 6 + 1 4 + 99 2 I I 9 — 2 — 95
Transportation equipment 4.0 4.5 + .5 + (2.5 .2 .2 — —
Nonelectric machinery 32.2 36.2 + 4.0 + 12,4 2.1 3.0 + .9 + 42.9
Electrical machinery (6.1 18.6 + 2.5 +15,5 .3 .4 + .1 + 33.3
Other durable goods 24.7 25.4 + .7 + 2.8 2.4 5.6 + 3.2 +133.3

Total 93.7 (02,9 + 9.2 + 9.8 8.0 12,0 + 4.0 + 50.0

Manufacturing of nondurables not tied to district’s raw materials
Textile mill products 2.3 2.6 + .3 + 13.0 .5 .5
Apparel end other finished products 6 8 74 + 6 + 8 8 -~ — — —
Printing and publishing 19 9 20 5 + 6 + 3 0 5 2 50 — .2 — 3 8
Rubber and leather products 4.1 4.6 + .5 + (2.2 — — — —
Other nondurebles — — — — (.3 1.0 — .3 — 23.1

Total 33.1 35.1 + 2.0 + 6.0 7.0 6.5 — .5 — 7.1
Grand Total 233.9 246.9 +13.0 + 5.6 53.7 58.5 + 4,8 + 8.9
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theoutputperworker— is an important factor. In food products,like cannedand frozen vegetables,
thefood industry,the outputperworkerhasgrown the processingmust be done near the sourceof
fasterthan theexpansionin total output, resulting supply to preservequality. For otherproducts,it
in a decline in employment during the current is moreeconomicalto manufacturenearthesource
period of expansion.In other district industries, of raw materials,since the cost of transportation

totaloutputhasadvancedfasterthanproductivity is higheron the raw materialsthan on the finished
andso employmenthasgrown. products.The growth in the manufactureof these

productsdependson the available supply of raw
Electric power materialsand in many instances,becauseof high

Kilowatt hours of electricityused is anotherin- transportationcosts,it also dependsheavily on the
dicatorof output. As newand improvedequipment growth of regionalmarkets.Sincea largeshareof
replacesoutmodedequipment,increasedconsump- the district’s manufacturedproductssuppliesmar-
tion of electricenergyincludesthe rise in produc. kets within this area, the expansionof markets
tivity. neartheNinth district providesconsiderablymore

From 1961 through stimulusto its growththanthedevelopmentof sub.
1963, the kilowatt hours stantial but distant markets in placessuch as the
of electric power used in southwesternpartof the IJnitedStates.’
district manufacturing In Minnesota,where district manufacturingis
plantsroseby 17 percent. concentrated,employment in the resource-tiedin-

Theuseof powerin plants dustriesdeclinedin the food andkindredproducts
producing durable prod. and in lumber andotherwood products,and rose
ucts rose by 20 per cent in the other industriesfrom 1961 through 1963.
while, in thoseproducing The largest expansion(1,700 workers) occurred
nondurables,it roseby 13 in paper and allied products,andthe largestper.
per cent, indicating that centagegrowth was in chemical and petroleum
the growth in output in products(seeTable1).
thelatterwasnotasrapid. Among the industries in Minnesota producing

durableproductsnot tied to theregion’sresources,
Nature of industrial . . -

transportationequipment,andelectrical and non-
growth electrical machinery production showed rapid

A largepart of the dig- growth in employment.Plantsproducing machin-
trict’s mnanufacturhig is ery constituterelativelylarge industries,and6,500
tied to resourcesifl the workerswereaddedin thethree.yearperiod. In the
region. For instance,the industriesproducingnondurablesnot tied to local
processing of food and resources,employmentgrew in all categorieswith
kindredproductsis associ- a significant percentageincreaseoccurring in the

atedwith the region’s ag- textile mill products and in rubber and leather
riculture, the production products.
of lumber andotherwood In the other district states2from 1961 through
productsis bound to the 1963, employmentin the resource.tiedindustries
forest areas,andthebene- . -

1 See Duncombe, Bruce F., Upper Midwest Commodity
ficiation of minerals is Flows, 1958, Technical Paper No. 4, October 1962, Upper
restricted to the areasof Midwest Economic Study.

2 Statistical data are not available for northwestern Wis-
ore deposits. For some consin.

(Ninth District)
Change in
number of Percent

1961 1963 workers change
72.8 71.1 — 1.7 —2.3
18.8 20.0 + 1.2 + 6.4
24.8 26.5 + 1.7 + 6.9

7.8 8.6 + .8 +10.3
9.4 9.4 — —
7.1 7.3 + .2 + 2.8
5.1 6.0 + .9 +17.6

145.8 48.9 + 3.1 + 2.0

~ 3.5 + .1 +2.9
16.3 17,5 + 1.2 + 7.4
4.2 4.7 + .5 +11.9

34.3 39.2 + 4.9 + 14.3
16.4 19.0 + 2.6 +15.9
27.1 31.0 ~+ 3.9 +14.4

101.7 114.9 +13.2 +13.0

2.8 3.! + .3 +10.7
6.8 7.4 + .6 + 8.8

25.1 25.5 + .4 + 1.6
4.1 4.6 + .5 +12.2
1.3 1.0 — .3 —23.1

40.1 41.6 + 1.5 + 3.7
287.6 305.4 + 17.8 + 6.2
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grew only in theMontanalumber andwood prod-
uctplants. In the othercategories,employmentde-
clined by anywherefrom 100 to 400 workers. In
themanufactureof durablesnottied to theregion’s
resources,largeemploymentincreasesduring this
period occurredas a result of the assemblingof
Titan andMinutemenlaunchingfacilities in newly
constructedbases.This work beganon mostbases
in 1961 or 1962 andwascompletedin 1963.Al.
thoughthe constructionof basesandthe assemnbl-
ing of missiles continuein North Dakota, the en-
tire operationis obviously a temporary one. In
industriesproducingnondurablesthat are not re-
source-tied,employmenteither remainedstableor
declined.

Statisticalinformation on the industrial useof
electricpower is available by industriesonly for
the district as a whole (seeTable2). Among the
district industriestied to sourcesof rawmaterials,
the useof electricenergyfrom 1961 through1963
roseby 7 per cent in the food and kindredprod-
ucts industry, while employmentdeclined in re-
sponseto a moreextensiveuseof improvedequip-
mnent. The energyusedin lumberandwood prod.
ucts and in petroleumproductsrosesharplywhile
growth in employmentwas small also indicating a
rise in productivity.

In thedurablesgoodshidustriesnottied to local
resources,therewasa rapid increasein the energy
usedin all industriesexceptfurnitureand fixtures.
Among the nonresource-tiedindustriesproducing
nondurables,therewasa rapid rise in the energy
used in appareland textile mill productsand in
printing andpublishing.

According to thetrendsof bothemploymentand
energyusedin manufacturingplants, manufactur-
ing has expandedat aboutthe same rate in the
district as in the nation during the current eco-
nomic expansion.The growth in manufacturing
employmenthas beenheavily concentratedin the
manufactureof durablesnot tied to resourcesin
this region--- durablessuchas electricaland non-
electricalmachineryandelectronicequipment.Al-
thoughthe increasein electricalpowerusagehas

beenmoreevenly distributedamongthe industrial
categories, there has been some concentration
among industries producing non-resource.tied
goods,bothdurableandnondurable.In summary,
then, the industrial growth in the district during
thecurrentperiodof economicexpansionhasbeen
concentratedin the nonresource-tiedindustries.

TABLE 2—INDUSTRIAL USE OF ELECTRIC POWER
NINTH DISTRICT INDEX1—1957-1959 = 100

Per cent
Manufacturing tied to district’s 1961 1963 change
raw materials

Food and kindred products 113 121 + 7.1
Lumber and wood products,

except furniture 130 56 +20.0
Paper and allied products 115 130 +13.0
Chemicals 102 101 — 1.0
Petroleum products 135 188 +39.3
Primary metal products 106 109 + 2.8
Stone, clay and glass products 114 127 +11.4

Manufacturing of durables not fled
to district’s raw materials

Furniture and fixtures 86 89 + 3.5
Fabricated metal products 107 125 +16.8
Transportation equipment 68 87 +27.9
Nonelecfric machinery 112 136 +2 1.4
Electrical machinery 112 135 +20.5
Other durable goods2 131 164 +25.2

Manufacturing of nondurables not
tied to district’s raw materials

Apparel and textile mill products 107 155 +44.9
Printing and publishing 118 149 +26.3
Rubber and leather products 103 103 —

1 Index computed from kilowatt hours of electrical power
used by manufacturing firms.

2 Scientific instruments, and miscellaneous industries in-
c1ud~nqordnance.

BANK CREDIT
Following a sharp upturn in May, outstanding

loanscontinuedto rise at an aboveseasonalpace
at district memberbanksduring June.As a re-
sult of theacceleratedrateof loan expansionin the
lasttwo months,the increasein outstandingloans
for the first six monthsof the yearexceededthe
averagerisein the comparableperiodover the last
four years and nearly matched last year’s six-
monthperformance.This offsetthe contra-seasonal
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declinewhich occurredin thefirst quarterof 1964. the averagedrop of $8 million in May of the four
The gain in loans, excluding interbankloans, precedingyears.The June$86 million advancein

totaled$86 million in June.This was substantially total credit, all the result of the loan expansion,
abovethe riseof lastJunebutnotquite doublethe wasgreaterthan the $68 million averageadvance
averageincreasefor comparableperiods in prior eventhoughit did not matchthe $106million rise
years.More impressiveyet, the $80 million loan in June1963.
advancein May not only was much higher than During May, totaldepositsrose$4.6million, sub-
that of the previous May, but it was also three stantially higher than average,with city banks
times as greatas the averagerise for the period, being the main beneficiariesas both government
City andcountrybankssharedaboutequally in the and time depositsexpanded.The $156million rise
combinedincreasein loansduring May andJune. in Juneat district memberbanks conformed to
City banksachieveda higherpercentageincrease seasonalpatterns.Due substantiallyto an increase
thandid country banksin relationto prior years in time deposits, total depositsfor the first six
with a 50 percentriseover thecombinedtotalfor monthswereup $38 million from lastyear.
May and June1963. In addition, this wasnearly
three times greaterthanthe averageadvancemade WHEAT PROGRAM
in the comparableperiod in the last four years. The 1964 WheatProgramproved attractiveto
Theperformanceof country bankswasalmost as more than 60 per cent of the district’s eligible
impressive,with a 33 percentgreaterrisein May wheatfarmers.Thesefarmers,who producenearly
and Junethan in the similar period last yearor 88 per centof the district’s total wheatallotment,
nearlytwice the averagegain that wasachievedin agreedto divert about12 per centof their wheat
thefour previousyears. acreagesto comply with the program provisions

Investmentsfell $15 million duringMay, butthe and thusbecameeligible for marketingcertificates
decreasewas less than the usual $35 million sea- and pricesupportloans.Paymentfor acreagedi-
sonal declineprincipally due to a modestcontra- version will amountto about ~7.6 million, or an
seasonaladvanceat city banksastotaldepositsin- averageof $5.23perdivertedacre.
creasedmore rapidly than expected.Bank invest-
mnent portfoliosdid not changeduring June,since 1964 WHEAT PROGRAM PARTICIPATION
small additionsat city banksoffset slight reduc. Proportion
tions in investmentholdingsat countrybanks.This of total

Proportion base Proportion
shows a marked reductionfrom the $49 million of acreage of Diversion

averageadvancein investmentholdingsat district eligible on base aymenfs
farms partkipating acreage rmiiiions

banksduring comparableperiodsin thepast. participating farms diverted of dollars)

As a result of an aboveseasonalincreasein Minnesota 32.4% 61.7°!,, 7.7% $ .6

loansanda belowseasonaldecreasein investments, Montana 70.1 90.7 10.7 1.8

total credit rose $65 million in May. Not only j~ North Dakota 85.! 91.1 10.4 3.8
South Dakota 56.2 80.5 10.5 1.4

this risethreethncsasgreataslastMays$21 mil. 4 States 60.4 87.8 10.3 7.6

lion increase,it also standsin sharp contrastto United States 35.4 76.4 10.0 34.2
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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.


