State Profile

South Dakota

South Dakota’s employment continued to grow in fourth quarter of 2003.

e South Dakota continued to add jobs to its economy at a Chart 1: Employment Growth Remains

relatively strong rate in the fourth quarter of 2003 (See Strong in South Dakota
Chart 1).

e  While the manufacturing sector lost jobs in the fourth
quarter 2003, these losses were more than offset by gains
in the retail trade, finance, insurance and real estate, and
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government sectors.

e Unemployment declined slightly to 3.3 percent, down
from 3.4 percent in the previous quarter, and up slightly
from 2.9 percent one year ago. South Dakota’s 296
unemployment rate is one of lowest in the nation.
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Source: Bureau of Labor Statistics, Haver Analytics

Drought situation improves in 2003, but effects persist. N
Map 1: Moderate to Severe Drought Conditions
e Moderate to extreme drought conditions persist in the Pose Risk to South Dakota in 2004

western part of the state (See Map 1).

e Reservoirs, streams, and farm ponds remain below normal S e
levels, reflecting the accumulating precipitation shortages '
over the past four years.
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¢ The United States Department of Agriculture’s (USDA)
February 3 crop progress report rates 10 percent of the

state’s wheat condition as “Very poor” and 22 percent as
“P b2
oor”.
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Beef prices decline after healthy gains in 2003

e (Cattle prices declined sharply in the last week of 2003
following the USDA'’s announcement of the first U.S. Case of "Mad Cow" is Found in the United States
case of bovine spongiform encephalopathy (BSE), or “mad o
cow” disease. wsl

Chart 2: Beef Prices Decline Sharply After a Single
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e The spot price for live cattle dropped to $73.80 per
hundredweight in the first week of January 2004, down
from $87.85 just a week earlier as beef export markets
quickly shut down (See Chart 2). In addition to falling
cattle prices, some beef processors throughout the Region
announced layoffs until export demand resumes.
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¢ In South Dakota, cattle receipts account for 40 percent
of the state’s agricultural revenue.
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Source: USDA, Economic Research Service
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South Dakota’s Insured Institutions Experience Continuing

Increases in Consumer Loan Portfolio Delinquencies Chart 3: South Dakota’s Institutions

Report Rising Past-Due Rates in
¢ The economic recession and jobless recovery has hit the
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¢ This stress is becoming apparent in rising consumer loan a* sotr Ao Thnie

delinquencies in some of South Dakota’s insured B 30T /

institutions (See Chart 3). While delinquencies have % 204+ | T

declined in the typical (50th percentile) institution, E 104

delinquencies are increasing in the aggregate indicating g 0.0 , , , . . ,
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that the stress is concentrated mostly in larger institutions. Dec 1098 1999 2000 2001 2002 2003

Source: Bank & thrift call reports, all insured institutions headquartered in state.

e South Dakota’s larger institutions are much more
concentrated in credit card and other consumer-line Chart 4: Farm Banks in the Most Drought-

lending than any other state in the Region. Stricken Areas Report Rising Delinquencies

Persistent Drought Conditions Are Negatively Affecting 75th Percentile

Agricultural Producers and Farm Banks
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e Farm banks in the most drought stricken areas are
experiencing rising stress in their agricultural loan
portfolios as reduced agricultural production negatively
impacts farmers’ debt service ability (See Chart 4).
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® Moreover, farmland values in some western agricultural 0 t t = freas Laraeyy Unafecte? by Drovalt
districts stagnated or declined in 2002-03, for the first Dec 1998 1999 2000 2001 2002 2003
time since the 1980s Agriculture CriSiS, Declining land Source: Bank call reports, farm banks (at least 25% of loans are ag related)
values could significantly weaken farm loan collateral I
margins. Chart 5: Core Funding in South Dakota's
Community Institutions Increased in 2003
Community Institutions in South Dakota See an Uptick 80 T Median Core Deposits to Total Assets T 60

in Core Funding
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e South Dakota was the only state in the Region to register 75 4+
noticeable positive core funding growth in 2003, even as £ 1503
the nation’s largest institutions experienced a slight S \ P g
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decline, presumably as investors moved funds back into Community insttutions in 5. Dakota eftaxis) 45

the stock market (See Chart 5).
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e Long-term though, rural South Dakota’s growing elderly

populatlop and net Out’mlgratlo.n WIH continue to pressure Source: Bank and thrift call reports. Community institutions are FDIC-insured
core funding. As elderly depositors pass away, their institutions with total assets under $250 million headquartered in S. Dakota.
deposits often follow their heirs, who typically have

migrated from rural areas to metropolitan areas.
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South Dakota at a Glance

General Information Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
Institutions (#) 94 97 97 101 106
Total Assets (in thousands) 85,420,962 74,351,772 52,180,209 38,308,066 33,002,845
New Institutions (# < 3 years) 0 1 1 1 2
New Institutions (# < 9 years) 4 6 6 8 7
Capital Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
Tier 1 Leverage (median) 1072 11.09 109 10.90 1037
Asset Quality Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
Past-Due and Nonaccrual (median %) 1.92% 159% 2.03% 191% 1.84%
Past-Due and Nonaccrual >= 5% 12 11 13 12 13
ALLL/Total Loans (median %) 1.71% 1.73% 1.78% 1.68% 1.82%
ALLL/Noncurrent Loans (median mulfiple) 2.15 2.59 2.13 2.62 2.55
Net Loan Losses/Loans (aggregate) 4.40% 4.67% 3.62% 3.68% 3.55%
Earnings Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
Unprofitable Institutions (#) 2 [J 3 5 4
Percent Unprofitable 2.13% 6.19% 3.09% 4.95% 377%
Refurn on Assets (median %) 117 1.16 117 1.35 1.29
25th Percentile 0.81 073 0.89 098 0.86
Net Interest Margin (median %) 4.29% 4.40% 4.35% 4.64% 4.52%
Yield on Earning Assets (median) 6.29% 7.09% 8.21% 8.78% 8.26%
Cost of Funding Earning Assets (median) 1.90% 261% 3.83% 4.16% 3.78%
Provisions to Avg. Assets (median) 0.09% 0.12% 0.12% 0.13% 0.12%
Noninterest Income to Avg. Assets (median) 0.63% 0.62% 0.61% 0.65% 0.67%
Overhead to Avg. Assets (median) 3.18% 3.27% 3.21% 3.19% 3.06%
Liquidity/Sensitivity Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
Loans to Deposits (median %) 79.53% 79.25% 79.16% 79.17% 77.90%
Loans to Assets (median %) 66.70% 67.44% 66.41% 64.97% 64.36%
Brokered Deposits (# of Institutions) 23 25 26 25 23
Bro. Deps./Assets (median for above inst.) 3.10% 2.96% 254% 1.73% 2.98%
Noncore Funding to Assets (median) 13.00% 14.28% 11.98% 12.95% 12.20%
Core Funding to Assets (median) 72.50% 71.87% 72.92% 73.91% 75.70%
Bank Class Dec-03 Dec-02 Dec-01 Dec-00 Dec-99
State Nonmember 57 60 61 64 65
National 19 19 18 20 23
State Member 14 14 14 13 14
S&L 0 0 0 0 0
Savings Bank 4 4 4 4 4
Stock and Mutual SB 0 0 0 0 0
MSA Distribution # of Inst. Assets % Inst. % Assets
No MSA 17 9,213,439 81.91% 10.79%
Sioux Falls SD 14 75,869,297 14.89% 88.82%
Rapid City SD 3 338,226 319% 0.40%
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