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Forecastsbright for nation’s farmers

Not to be outdoneby the expansionoccurring In all, gross farm income in 1965 is expected
in the generaleconomy, the nation’s agricultural to reacha record high of over $44 billion in the
sectoris just completingwhat will be recordedas U. S. Someof the gains are offset, of course,by
oneof the best years in recent times and farmers the seeminglyperpetualrise in farm expenses,al-
can look aheadto what promisesto be an even thoughnet farm incomewill be around$14 billion
better year in 1966. The Annual Outlook reports for the year. Per farm income during 1965 is
of the U. S. Departmentof Agriculture put the expectedto exceed$4,100, a gain of 10 per cent
1965 gain in net farm income at $1 billion over over that of 1964.
that of 1964. In looking aheadto 1966 the USDA
estimatesgive every indication that the 1966 total Strong backing for the farmer
will surpassthatof 1965 by asmuch as $.5 billion The same forces that contributed to a strong
— a bright outlook indeed! farm economyduring 1965 are expectedto con-

tinue to provide supportthrough 1966. The gen.
era! economicgainsachievedin 1965are expected

1965 — a profitable year for to be exceededduring the coming 12 months re-
livestock producers suIting in further gainsin employment,lowerrates

Most of the gains madeduring 1965 were at- of unemployment,and a rise in disposableper.
tributable to a marked increasein cash receipts sonal income.With thesegains,a strong demand
from livestock marketings.An expandeddomestic is expected for food and other farm products.
marketcoupledwith a 4 percentdrop in redmeat The export market for farm products is also
productionresultedin an increaseof about 16 per expectedto continue to rise and total shipments
cent in averagepricesover those of 1964. This, for fiscal 1965-66are likely to exceedthe record
togetherwith higher prices, resulted in a rise of agriculturalexports of the past two years.
about $1.75 billion in livestock receipts. Crop Therecentlyenacted1965 Farm Law is expected
receipts in 1965 are about equal to those of a to add greatly to the 1966 farm income stream.
year earlier in spite of weaker price levels this While support pricesare expectedto be set near
past fall, world price levels, direct paymentsfor program

participation and other program provisions are
The prosperityof 1965 agriculturewas further expected to take up the slack in farm income.

enhancedby an estimated$200 million increase Total paymentsto farmersare expectedto exceed
over 1964 in direct paymentsto farmersunderthe thoseof 1965 by about $1 billion.
various federal farm programs.Another income
strengtheningfactor was the exportmarketwhich Gains likely in livestock
absorbedan even larger amount of U. S. farm Following through from 1965. cashreceiptsfor
output. livestock and livestock productsreappearas agri.

2 MONTHLY REV(EW



culture’s strong point. Total livestock production Lag likely in crop receipts
in 1966 is expectedto be little changedfrom that The 1965 bumper crop harvest, togetherwith
of 1965. An enlargeddomesticmarket, however, lower price supports, is expectedto depress1966
shouldpushthe averagepricelevelsslightly higher averagecrop prices below those of 1965 with a
than thoseof the past year. Fed beef production resulting slight decreasein cash receipts from
is expectedto expandduring the year as a result cropmarketings.This fall’s record outputof feed
of favorablefeedingmargins.That increase,how. grainsand lower priceswill make livestock feed-
ever, will probablybe offset by a cutback in non- ing more profitable for the producer than last
fedbeefslaughter. year and likely will increasetotal grain disap-

In all, thebeef producercanlook for continued pearanceover that of 1965. The total feed grain
favorable prices through 1966. Hog production supply for 1965-66, however, is up about 5 per
is expectedto continue at depressedlevels well cent over a year earlier and despitethe largedis.
into 1966 and favorable prices are in prospect appearance,both domestically and for export,
through rnulm of the year. Whether or not hog year-end feed grain carry-oversare expectedto
priceshold at relatively high levels late in 1966 be up about5 million tons.
dependsupon how farmersrespondto the current Wheatpricesare expectedto averagejust over
pricesituatiOn. A largebuild.up in hogproduction the loan price during the first half of 1966 as
next fall couldhavea considerableeffecton prices, total wheat use will exceedproduction for the
Sheepand lamb slaughterduring the comingyear fifth straightyear. Wheat exportsfor 1965.66are
is expectedto be somewhatbelow that of 1965 as estimatedat 75() million bushelsor higher which
farmersand ranchersproceedto rebuildbreeding would result in a year-endcarry-overof just over
flocks. Lamb pricesare expectedby the USDA to 700 million bushels.
averagehigher than 1965 levels during the first
half of 19(6. with some priceweakeningpossible 1966 adds up to an increase
later in the year.

Summing up, moderatelyhigher livestock re-
The nation’s milk output is likely to be higher ceipts and little change in crop receiptsin 1966

in 1966 as comparedwith the 1965 total and just as comparedwith 1965 should result in a slightly
under the record Froduction of 1964. The shift higher total cashfarm receipt. That total, how-
toward greaterproductionper cow and declining ever, will be supplementedby increasedgovern’
cow numberswill undoubtedly continue in line mental payments,and gross farm income can be
with the trend that has been in effect over the

expectedto exceed$45 billion. The gain in gross
past ten years. Milk prices, according to the farm income will probably be greater than the
I Sl)A. are likely to increaseslightly during 1966. expected advancein farm production expenses.
Theexpectedincreasein milk prices,however,will Thus, it is estimatedthat net farm income in the
leave dairying at a relative disadvantagewith U. S. will reach near the $14.5 billion level in
alternative livestock enterprisesin view of other 1966.
livestock priceexl)eclations. — RICHARD J. HERDER
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conditions

Ninth district economicactivity has proceeded district’s Indexof Industrial Use of Electric Power
at a brisk rate in 1965 as measuredby most of and the Index of ProductionWorker Man-hours,
the region’s major statisticalbusinessseries.Per- up about5 per cent and 3 per cent respectively
haps of major significanceto tI’e region’s econ~ from year.earlier data. Also, the bank debits
omy hasbeenthe highertrend in farmcommodity series,reflecting the dollar valueof checkswritten
prices, particularly for livestock, and record or against depositors’ accounts, through October
near record farm outputs. Filial crop production showsa 9 per cent increasefrom the sameperiod
estimatesreleasedon November 10 show sharp of 1964.

increasesfrom last year as well as from 1 059-(~3 That constructionactivity may have leveled off
averages.Total district wheatproduction was ~ in late 1965 is suggestedby a substantialreduc.
13 per cent from 1061 and 39 percent from the tion in the total valuation of construction con-
1 ~)59-63average.\lost otherprincipal cropswere tracts let during the first nine months as corn-
also higher. An exception was corn: cold and pared with the sameperiod in 1964.
wet spring and fall seasonswere not conducive A brisk demand for loans in 1965 has char-
eitherto a big corn cropor to oneof high quality. acterized the banking picture. Activity in com•
Nevertheless,over-all cashincomesfor 1965 from mercialand industrial loans has beenparticularly
farm marketingsof all commoditiesmay exceed strongalthoughmost otherloan categories.includ.
u-ar-earlierlevels b 6 percent or more. ing agricultural loans,have also increased.Bank

Nonagricultural employment data available deposits,especially time deposits, also have in-creasedbut not at a sufficient rate to prevent a
throughthefirst tenmonthsof 1965 indicateabout moderatefurther increaseduring the year in the
a 3 ler cent rateof growth from the sameperiod Ioan.to.depositratios at both city and country
a year earlier. The existenceof a relatively tight banks. In mid-Novembertheseratios stood at 63
labor situationhas beenspotlightedby a spectac. per r~ntfor the so-called“city” banksand 53 per
ular increaseduring the year in the area’s“help cent for the “country” banks.(City banksare the
wanted” advertising index. Also, considering larger banks that report certain banking data on
seasonaldifferences,uneniplovment rates during a weekly basis while the country banks report
the year have been substantiallybelow the na- hi-monthly.)
tional rates.

That industrial output in the region also has The following selectedtopics describeparticular
expandedis evidencedby steady increasesin the aspectsof the district’s current economicscene:
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Ore shipments up
With muchof thepressuregoneout of thesteel

marketbecauseof settlementof labor negotiations
in the industry, many Great Lakesore carrying
boats were laid up early for the winter. But even
with theearly lay.ups,lake shipmentsare expected
by industry authoritiesto reach66 million tons
this year. This would be the best ore.transporting
year since 1960 when 66 million tons also were
hauledout of U. S. ports in the effort to makeup
for tonnagelost in the 1959 steel strike.

Accordingto Decemberfigures from the Ameri-
can Iron Ore Association,lake shipmentsfor the
first ii months of the year were 62 million tons
from U. S. ports comparedto 61 million for the
sameperiod in 1964. A total of 115 GreatLakes
boats sailed from both U. S. and Canadianports
this year comparedto 141 last year.

Heavy steel demandresulted from the threat.
enedsteel strike. But following the early Septem-
bersettlement,demandabated.The steel produc.
tion index for the U. S. droppedfrom 135 1957-
59=100) the week before the labor settlementto
109 in mid-November.

Employment impact in the Minnesota and
Michigan iron ranges of expanded shipments
reflected the increasedore shipments in corres-
ponding degree. Levels of mine and plant em-
ployment October 1 in Upper Michigan were
about 200 higher than in 1964. In Minnesota,

mining employment,which usually declinesfrom
August to September, remained at its August
levels. For the first 10 monthsof 1963,Minnesota
mining employment averaged 6 per cent above
1964 levels.

Construction contracts down
Nearly all economic indicators for 1965 are

showinggrowth, but onesectorseemsto be hard
pressed.Figures indicating valuation of construc-
tion contractsawardedin recentmonthshavebeen
moving only laterally for the nation; for the dis-
trict, they havebeentrending lower.

Construction contracts awarded by valua-
tion, Ninth district
(Adjusted for seasonal variation)

District construction contracts data indicate
considerabledecline. For the first ten months of
the year the total valuation of contracts let has
averagedmorethan 20 percentbelow year-earlier
levels. The decline has been spread among all
major categories.Nonbuildingconstruction,which
consistsmainly of public expendituresrather than
private, is 30 per cent below year-earlierlevels;
residential building is down about 3 per cent,
nonresidentialbuilding, about 10 percent.

But along with these downward trends, the
level of employment in the construction sector
has been moving upward. Over the first ten
months of 1965 employment in this area grew
at a rateof about 5 per cent, a movementreflect.
ing the ratherhigh level of constructioncontracts
let during 1964. (The impact of contract awards
is not reflectedin the economyuntil the projects
are actually underway— sometimesconstituting
a lag of severalmonths.)
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The numberand valuation of building permits
issued in the district are somewhatmore en.
couraging than the level of constructioncontracts
awarded.Still, the number of permits issued for
housekeepingunits during the first ten months
of the year was significantly below the total
number of permits issued(luring the correspond.
imig period of 1)61. The decline appears to be
somewhatworse than that which occurred in the
nation.

Retail sales high
High levels of emph~mucut and income have

resultedin a correspondinglyhigh level of spend.
ing at the retail level within the Ninth district.
Although the raLe of increasein sales slackened

somewhat(luring the fall, the growth rate (luring
the first eight monthsof tile Year was significantly
higher than the national rate of expansion.

Retail sales have grown even faster than the
level of employment.Part of the explanationfor
this rate of growth relatesto the fact that con-
sumer credit outstandinghas experiencedsigni-

licant gains.

Nondurablegoodssales havecontributedmore
to the gain in total district sales than has been
generally true throughout the nation. Sales of
durable goods, of course.also haveshown signi-

Total estimated monthly retail sales, Ninth
district

~owce: (~a.reqre~a y.,~r, ~
Dhtricti’~Boord of G~.r~orsof ~heFederal Reseive System.

I icant increases:the automobilebuying craze has
heels as wi(lcsprcad here as elsewhere. L)istrict
salesof automobilesduring the first nine months
of the year both new and used cars) wereabout
19 per cent higher than sales during the com-
parableperiodof 1964. Expenditureson food have
also advanced,but a largepart of this movement
has been(tue to price imurea~es.

Bibliography announced

The Board of Governors of the Federal Reserve System has announced the
pub~cotionof Part I of a bibliography in tHe field of monetary theory and policy.
The volume cites more than 1.400 works published in English since 1950 by 325
authors and focuses on domestic aspects of the subject area. A companion volume
covering international aspects is planned for later publication.

Requests for copies should be sent to the Division of Administrative Services,
Board of Governors of the Federal Reserve System, Washington, D.C., 20551.
Remittance should accompany requests and be mode payable to the Board of
Governors of the Federal Reserve System.
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Economic

1. Oxygen by the ton 3. Highway half-way mark surpassed
The first on-site plant in th~United Statesto North Dakotahascompleted55 per centof its

supply oxygen for lead smelting and zinc recov- scheduled mileage for the Interstate Highway
cry hasbeenannoumelfor EastHelena.Montana. System.A total of 312 miles of 4-lane divided
To be built and operatedby National Cylinder highway is now open to traffic. The national
Gas Division of Cheinetron Corporation, the 41,000-mile System, linking the country’s metro-
facility will supply more than ~i2 tons of liquid politan areas and industrial centers, is to be
and gaseousoxygen per day via pipeline to plants completedin 1972.
of AmericanSiiieltiitg and Refining Companyand
The AnacondaCompany.

4. Minnesota county chosen for pilot project
Todd county. Minnesota, is part of a U. S.

I I • . (;overnment pilot project which will investigate
2. Circuits plant ror Rapia City methods for developing economicprosperity in

Midwest Circuits. Inc., hasannouncedplans to rural areas.Participating in the project are the

locatea new plant at Rapid City, South Dakota. StateEmploymentService,FarmersHomeAdmin.
The companyproducesprinted circuit boardsfor istration, Small Business Administration, Agri.
thecomputerindustryaswell aselectronicmodule cultural Extension Service, and public health
assemblies.Personnelfrom the company’s 1-lop, services. Also being utilized are various educa-
kins, Minnesota plant will locate in Rapid City tional, vocational, and on-the-job training pro-
to train workers.Fifty personswill he employed grams. The county is one of three in the nation
initially, chosenfor pilot study.


