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At the end of a successful year t he Federal Reserve Bank of 
Mi nneapolis, after the payment of expenses and dividends , has been 
able to transfer a very substant ial sum to its surpl us account , 
while setting aside for the franchise tax fund, as proYided by law, 
an equal sum. Proper depr eciation charges have been made, and the 
cur r ent statement of the institution wi l l show a very considerabl y 
i mproved position . 

The statement does not reveal , however , that the year has 
brought a large increase in the protective value of the i nstitution 
through the strength of t h e combined gold hol dings of the bank and 
the Federal Reserve Agent . These holdings amounted at the close of 
1916 to $38 , 323,000 . At the close of 1917 , the sum had inc r eased to 
i ?0 , 334 , 000 ; and at the close of 1918 , the gold holdings were ap­
proximately $96,400 , 00 , showing roughly abou t $26 , 000 , 000 increase 
dur ing the year . This extremely satisfactory result has been 
br ought about by the active co - operation of the banks of the dis­
tri ct , both member and non-member, whi ch ha ve assisted i n the ac­
cumul ation of this substantial r eserve of the money metal , thereby 
adding greatly to the strength of the insti tution. 

While t here was a very active call upon the reserve bank 
throughout 1918, it did not at any point reach a sufficient vol ume 
to put a real strain upon its resources. The demand dur ing the 
new year will likewise be active . Whatever call may result , however , 
from conditions in this district , we have the assurance that t he 
str ength sh own in 1918 has been large l y augmented , and that t he 
supporting power of the institut i on to the whole banking str uctur e 
in these s tat es has been increased well beyond what would ordinarily 
be taken as the safety point. 

Bus i nes s men and bankers are looking :for a good year . No con­
ditions to cause apprehens ion have developed , and except for some 
phases of t he agricultu r a l situation, there is nothing to indicate 
that the pr osperi t y which t he district has been experiencing will 
not conti nue . Moisture conditions throughout the western half of 
the dis tric~ are not entirely satisfactory and will have to show 
considerabl e impr ovement befor e the s pring plant i ng season, in or­
der to present a guarantee of a good crop. The hope of satisfactory 
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po r tant , in an economic sense , since the Greeks, Austr ians and 
Ital ians , particul arly , and the r etur ning men of other nationalities 
appreciably deplet ed the availabl e common labor suppl y and decreased 
to some extent the suppl y of skilled artisans and me chani cs. The 
dra fting of nearly 4 1 000 , 000 men made sti l l furthe r i n roads upon the 
producing man power of t he country . Nearl y 70 , 000 of t hose who went 
acr os s wi ll never come home , and the r e will be many among the wound­
ed who wi ll not be fitted to again resume their old occupat i ons . 
These facts do not point to unemploymen t or a surpl us of labor . On 
t he ot her hand , they indicate t hat we must have more efficient or­
ganization than before , that we shal l have to inc rease the effic i ­
ency of the available man power , and that unit costs will have to b e 
reduced . Within a year there probably wi l l be a shortage of labor 
to pr operly man our indu~tries . Industrial efficiency has greatly 



- 2-
DFr. 5- 1Q ., 

soil con:ll tions has rested upon the amow1t of the winter snow­
f~ll , and there is ntill .mple time to obtain t~e . moisture ~hat 
wi 11 be needed to p1.1t the ground in p r'oper cond1 t 1011 , espec i al ly 
in vie,i of the f3,ct that the winter , until a very recent date , 
has been unusually mild , and in view of the fact that heavy snow­
falls , ~h ich may ordinarily be expected , are yet to come . 

The district as a whole has weathered the unexpected condi ­
tions brouaht on by the war in a very satisfactory manner . Busi­
ness men a;d the p~blic would be ungrateful if they did not rec ­
ognize at the close of the old year the immense service that has 
been rendered by the commercial banks in all parts of the great 
area composing this district and the excel l ent efficiency that 
they have shown in taking on a very large amount of new and unac ­
customed business with the public , resulting from the demands of 
Government financing . This bus iness has represented no pr of i t, 
but has been who lly in the nature of a service t o the public. 
Instead of a profit , it has involved very considerable expense of 
such a character that no re i mbursement c ould be made . It has meant 
long hours and steady application by the officers and clerks in 
every institution , and the handl ing of a multitude of small de­
t ai ls incident to the handl i ng of subscriptions , deferr ed payments 
and deliveries of bonds to the publ ic. 

In meeting these unaccustomed problems , non- member banks as 
well as those that are members have wo r ked i n the closest and 
most satisfactory harmony with the Federal Reserve Bank , and have 
shown a spirit of co- operation, without which the organization of 
a very complex system t o handle t he accounting and delivery of 
bonds , would have been vastly difficult . 

The satisfac t ory financial conditions that have prevailed 
during the year . characterized especially by freedom from sharp 
fluctuations of r ates , may be expected t o continue. Rates con­
tinue firm , and pr obabl y will maintain the same course at least 
until the period of spring planting is over . Some authorities be­
lieve that fi r m rates may be expected throughout the entire year. 

Such adjustments as may be necessary in meeting the labor 
situation appear t o be proceeding smoothly. The district is now 
beginning to absorb a considerable number of r eturned men, with 
no signs so far of unemployment. To a considerable extent , the 
return of these men ha s been discounted, and a subs tantial propor­
tion of those who have been in service are being dropped back i nto 
their old relations in civil life or new activities arranged for 
in advance. If any serious dislocation were to be expected from 
this cause, ther e woul d probably have been some manifestations by 
this time. A favorable factor lies in the character of the busi­
ness of the district , which being l argely agricultural, and which 
having been short of farm labor for a considerabl e period , i s in 
a position to offer a very wide market for the labor of those who 
are experienced in agriculture . 

Holiday trade was active everywhere , and reports ind i cate 
that it was in •satisfactory volume. Business remains on an even 
keel, and with a good spring outlook, the distr i ct should show an 
excel lent condition throughout the year. 
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portant , in an economic sense , since the Greeks , Austr ians and 
Italians , particul arly , and the returning men of other nationalit ies 
appreciably depleted the avai l abl e common labor supply and decreased 
to some extent the suppl y of ski l led artisans and mechanics . The 
drafting of nearly 4 , 000 , 000 men made sti l l further inroads upon the 
producing man power of the country . Nearl y ?0,000 of those who went 
across will never come home , and the re will be many among the wound­
ed who will not be fitted to again resume their old occupations . 
These fact s do not point to unemployment or a surpl us of labor . On 
the other hand , t hey indicate t hat we must have more efficient or­
ganizati on than before , that we shal l have to increase the effici ­
ency of the availa ble man powe r , and that unit costs will have to be 
reduced . Within a Y:ar the:e probably wi l l be a shorta ge of labor 
to pr operly man our 1ndu~tr1es . Industrial efficiency has greatly 




