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Introductory Review

Gross National Product rose to a seasonally adjusted annual rate of $52,1 billion in the third
quarter of 1565, 2.3 per cent higher than in the preceding period. With prices up about half of one
per cent, the greater part of the advance in Gross National Product represents a gain in real temms.
The latest estimate of the value of production brings it L4l per cent sbove its cyclical low early in
19261. Whet; the rise in prices is taken into account, the advance in volume is seen to be almost
32 per cent.

The expansion was again broadly based, with all the components of final demand contributing to
the advance in the total. The demand for stock building did not add to the sharply increased value
of production as the rate of accumulation was little changed from that of the previous period.
Supported by another substantial rise in income, the strongest expanslonary influence came from the
personal sector, where the increased demand for durable goods was notzble., The increment to persoral
spending in the third quarter of $776 million was the second largest recorded in the course of the
current expansion and not far short of the $832 million increment of the preceding period. A further
substantial addition to demand, $52L million, came from higher outlays for plant and equipment as
businessmen sharply expanded their productive capacity. There was, however, only & small gain in the
value of housing put in place. Exports of goods and services continued to advance appreciably. The
good third quarter performance reflects among other things initial shipments of wheat under the new
contracts entered intc with the U,S.S.R. early in August. As is uswal in periods of high and rising
demand, including heavy investment in plant and equipment, imports of goods and services rose, The
deficit on current international account showed little change, moving from an armual rate of $1,040
million in the second quarter to $1,092 million in the third, after allowances for seasonal factors,
Govermment expenditure on goods and services which directly affects Gross National Product rose
moderately; however, transfer payments were considerably higher and as revenues from direct taxes were
little more than maintained, partly as a result of a cut in personal tax rates, the combined govern-
ment surplus was reduced.

The salient developments on the income side were another large increase in labour incame and a
moderate gain in corporate profits, following little change in the preceding periode Farm income rose
sharply, partly as a result of higher profits by the Canadian Wheat Board dus to renewed heavy exports
of wheat.

Gross National Product in the first three quarters of 1965 was samewhat more than 9 per cent
higher than in the same period of 198, With the data now availahle it is possible to suggest orders
of magnitude for the year 1965 as a whole., If, for instance, it is assumed that there is no change
other than seasonal in the fourth quarter, Gross National Product for 1965 will show a gain from 1964
oi%‘l sbout 9 per cent; assuming a 15 per cent increase in the fourth quarter, the gain will be clcse to
9% per cente.

The forces of expansion have continued to be the dominating feature of the first nine months of
1965. So far this year the profile of the economy can be distinguished by the buoyant demand for
business plant and equipment which is running 20 per cent above the first nine months of last year;
by the high and rising levels of consumer sperding; by increased government oatlays on goods and
services particularly at the provincial-municipal level; and by the rising demand for foreign goods
and services. However, some areas of final demand showed only moderate gains, In the field of
residential construction the quarter to quarter movements have been small and to some extent off-
setting, although the year as a whole so far, is rumning well above the comparable period last year
due to a sharp rise in housirg cutlays at the end of 196L, Gains in exports tims far have been
moderate owing to the previous high levels from which these gains must be achieved, with the result
that the adverse balance on current international transactions has shown a considerable deterioration
from the same period of 196L.,
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The vigour of the expamsion has given rise to substantially higher levels of personal income,
resulting partly from the rapidly increasing employment oppartunities. The total number of employed

rose by 3 per cent from September 194; to the same month of this year and the une%gloyment rate of
3.6 per cent seasonally adjusted in September was the lowest experienced since 1950,

The impact of the increased demand on production has been noted particularly in the output of
motor vehicles and parts, most iron and steel product industries, electric power and gas utilities
and the construction industry.

The implicit price index of Gross National Expenditure in the first three quarters of this year
stood just under 3 per cent above the same period last year, while the consumer price index was more
than 23 per cent higher in September than a year ago. While this movement was in part a reflection
of special factors including the removal of the final 3 per cent of the exemption from sales taxes
of production machinery and building materlals and the sharp rise in food prices it was also in
part a response to the high and rising level of activity.

Developments in the Third Quarter

Personal Expenditure

Parsonal expenditure on goods and services reached a level of $32.1 billion seasonally adjusted
at anmual rates, an increase of 2} per cent over the second quarter. Most of this gain represented
a real increase in consumption; a less than one half per cent price increase indicated a continuation
of the rapid real gains in personal consumption recorded in the second quarter, Commodity prices,
on average, showed little advance from the preceding quarter, while the services price index
increased by about 1 per cent.

As in the second quarter the annual rate of expenditure on goods accounted for almost three
quarters, or $568 million, of the total increase of $776 million in consumer spending; in contrast
to the preceding quarter, the increase in demand for durables was considersbly stronger than for
non-durables. Spending on goods increased by 3 per cent and on services by less than 2 per cent;in
the goods sector, the demand for durables rose a sharp 8 per cent, against a 2% per cent increase
last quarter, while non-durables were less than 2 per cent above the previous pericd, when they rose
by 3% per cent.

The strength in consumer spending on durables was widespread as new and used car purchases rose
over 11 par cent, sccounting for over $200 million of the additional spending in the quarter, and
all other durables showed increases, some rising rather sharply above their performances in the two
preceding quarters; home furnishings were up by L3 per cent, appliances and radios by 7 per cent,
and jewellery and watches also by 7 per cent.

Unlike the preceding quarter when a notable increase in purchases of foodstuffs occurred, the
third quarter was marked by increased clothing purchases; total clothing was up by over L per cent
(as against 2 per cent in the previous quarter) and men's clothing in particular gained sharply,
by 5% per cent, Food gained only slightly from its strong second quarter showing, while alcohol,
for which demand had been strong in earlier periods, was almost unchanged. Thus the gains in non~
durables were unevenly distributed in the third quarter, unlike the widespread strength in the
previous quarter,

Nearly all service components increased in the 1 per cent to 2 par cent range. Purchased
transport, which had risen sharply in the last quarter, gained about 1 per cent; outlays on shelter
were higher by 1} per cent, while household operations were up by just over 2 per cent, a lesser
gain than previously. Expenditures on personal services and personal care each increased by nearly
2 per cent and were noticeably stronger than in the last quarter. In general, increases were
widespread and moderate for all service components.

Business Fixed Capital Formation

Business fixed capital formation, including residential construction, rose S per cent from
the second to third quarter to reach an annual rate of $10,776 million after allowance for seasonal
factors. The estimated increase of $5L0 million came almost entirely from the strength in business
demand for plant and equipment, housing being little changed. The increase in capital outlays
contimied to raise the proportion of production being devoted to fixed capital; at about 21 per cent
it is well above the low point of 17 per cent recorded in the current expansion, but still some way
below the high of almost 2l per cent which was recorded during the investment boom of 1956-57,
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Business outlays on plent and machinery amounted to an annual rate of 38,616 million, or 6% per
cent above the second quarter. Expenditures on non-residential construction climbed 7% per cent to
$4,348 million, while those on machinery and equipment rose over 5 per cent to 4,268 million. The
strength in non-residential construction appears to be more dominant in engineering construction
than in work on buildings end structures, While no final breakdown of this investiment in machinery
and equipment is available it is evident that the higher level in the third quarter called forth
increases from both domestic and foreign suppliers,

The value of housing put in place climbed by just over one-half per cent to an annual rate of
92,160 million in the third quarter. Housing sterts edged upward from 173,900 to 175,600 at
adjusted snnual rates, while completions dropped from 168,200 to 142,900 after allowing for seasonal
changes. Urban single-detached dwellings increased during the quarter in contrast to a drop in
apartment and other multiple dwellings. As noted in earlier reports, the seasonal adjustment of
many series connected with housing presents difficult problems due to changing seasonal patterns of
house-building activity. Loans under the winter house-building incentive programme were made
available from September 15, and an earlier announcement than in previous years of direct lending by
Central Mortgage end Housing Corporation in support of this progremme, induced a significantly
larger number of applications for NHA loans in September than in the same month of last year.

Investment in Non-farm business Inventories

Business inventory accumulation continued in the third querter at an annual rate of 700 million
after allowance is made for seasonal variation. This compares with a rate of accumulation of
3944 million in the first quarter of this year, and $768 million in the second quarter.

All the major industry groups contributed to the build up of stocks, with retail trade and
manufacturing showing the largest gains, Retail trade contributed & little less than one half of
the total stock accumulation and manufacturing more than one third., The following table shows the
value of physical change in non-farm business inventories in the first, second and third quarters of

1965, by industry:
Change in Non-farm Business Inventories
ZSeaeonally adjusted at annual rates)

1965

1st Q 2nd Q Ird Q

(millions of dollars)
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Manufacturers' total stocks increased in the third quarter but at a lower rate than in the
previous quarter. As in the second quarter, almost all the stock building took place in the huncs
of manufacturers of durable goods, primarily due to an accumulation in stocks of primary metel,
metal fabricating, machinery and electrical products producling industries. Inventory movements of
non-durable goods exerted a moderating influence on the pace of accumulation of total manufacturers'
stocks, as mixed movements within the industrial groups resulted in almost no change in investment
in the stocks of the non-durable group. Additions to stocks took place at all stages of production,
the highest being in the stocks of raw materlals., The stock-to-shipments ratio increased, but
without bringing it above the average of the current expansion.

Inventories in wholessle trade increased at a lower rate compared to the previous quarter,
While there was a wldespread accumulation in the stocks of non-durable goods, durable goods showed
a mixed movement which resulted in a very small accumulation.

‘the build up of stocks in the hands of retailers continued at a higher rate in the third
quarter, mainly as a result of the increased rate of accumulation of non-durable goods; however,
stock accumulation was widespread in both durable and non-durable goods. A major part of the
inventory investment in durable goods resulted from the higher level of stocks of motor vehicles
dealers. Ihe non-durable accumulation may have reflected in part the slower rate of growth of
consumer spending on non-durable goods in the third quarter.

Exports and Imports of Goads and Services

The deficit in the external account at a seasonally adjusted annual rate of 31,092 million was
little changed from the previous quarter. The increase of 452 million at annual rates resulted
mainly from a higher adverse balance on non-merchandise account; the surplus arising from
merchandise trade remained almost unchanged as both exports and imports of goods rose 3} per cent
to annual rates of 38,784 million and $8,600 million respectively.

ixports and Imports of Goods and Services
(Seasonally adjusted at annual rates)

Goods Services Current
Exports Imports _Net Exports Imports Net Balance
(millions of dollars)

19641 .... 7,804 7,528 76 2,192 3,312 -1,120 =844
2 .... 8,480 7,572 908 2,124 3,200 -1,076 =168
3.... 8,572 7,476 1,096 2,184 3,308 -1,124 - 28
4 LI Y 8’0% 7’576 520 2’308 3’500 -1’192 -672

1965-1 ..., 8,204 8,068 136l 2,348 3,452 -1,104 -968
24 Jy8, Bg 8,312 1765 2,404 B.kR0 1 1,006 -1,040
3 W, 48R 8,600 184 2,460 3,736 =1,276 -1,092
A

2/65 to 3.5 3.5 2.3 3.2

3/65 (per cent change)

Y Adjustments to Trade of Canada figures for National Accounts purposes increased exports and
reduced imports in both the second and third quarters, thereby enlarging the surplus on
merchandise trade. Detalls of adjustments appear in the third quarter estimates of the Canadian
Balance of International Payments.
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After allowance for seasonsl factors, sales abroad were higher for wheat, nickel and copper,
crude petroleum, asbestos and fertilizers, lumber,and fish and its products, while declines were
experienced in aluminum, iron ore and zinc., Data on commodity imports are not yet available,

Oversll export gains were made primarily in markets outside the United States and the United
Kingdom. However, suppliers in these two countries sccounted for most of the increase in Canadian

imports.

A larger deficit in the miscellaneous service account (personsl remittances, officisl contri-
butions, business services) was the main element in the change in non-merchandise trade.

The Government Sector

At seasonally adjusted annual rates, the surplus on a NHational Accounts basis of all
governments combined declined to a rate of w224 million in the third quarter from the second
quarter rate of 338 million. The decline cun be accounted for by a widening of the provincial-
municipal deficit as the increase in expenditures wus more than double that in revenues. ‘the
surplus at the federal level remained virtuzally unchanged.

Total revenus of all governments combined rose to a level of ;17,056 million un increase of
9144 million from the previous quarter, Revenues from indirect taxes continued to rise
substantially during the quarter, liowever, total personal direct tax revenues increased marginally
as federal receipts declined by about 5 per cent, a consequence of the reduction in federal
personal income tax rates which went into effect at the beginning of July. Changes were small
and offsetting in the other revenue components.

Expenditures of all governments combined reached a level of ;17,432 million, an increase of
308 million from the previous quarter and more than double the increase in revenues. 1he bulk of
the increases occurred at the provincial-municipal level and resulted meinly from larger grants to
hospitals, educational, and welfare-type institutions. Expenditures on jjoods and services at this
level remained almost unchanged from the second quarter with increased provincial outlays offsetting
a decline in spending by municipal governments,

Total outlays of the federal government rose by less than 1 per cent, the result of offsetting
movements in expenditures on goods and services and transfers to nther levels of government.
Increased international aid pesyments and salaries and wages were factors in the sharp rise in non-
defensive outlays on goods and services; the level of defence expenditures was unchanged. Pgyments
to other levels of government declined, in part a reflection of the arrangements for provincial
opting-out of certain teuweral-pruvincial shared cost programmes,

Price lovements in Third Juarter

Price increases were evident in most areas in the third quarter, although their overall effect
was less pronounced than in the previous quarter, Significant changes appeer to have occurred
largely in service purchases made by consumers and in certain classes of exports. 4s noted earlier,
higher prices accounted for approximately one quarter of the increase in the value of production,
implying a price rise in Gross National Ixpenditure of between one half and three quarters per cent,
The implicit price index for Gross Hational Expenditure noted above excludes the effect of movements
in farm inventories and grain in commercial channels which unduly influenced the overall implicit
price index. During the same period the widely used consumer price index which is not adjusted for
seasonal movements, rose by close to three quarters of one per cent. It may be noted that in the
first two months of the fourth quarter, the movements of the index suggest a sharp rise,
particularly for the food component.

1/ The serles for corporation direct tax collections by the federal govermment which is published
as supplementary information in the government revenue table, has displayed a marked change in
the seasonal pattern in 1964 and 1905 due to the accelerated collection programme introduced in
the federal budget in June, 1963. Until the series settles into the newly established quarterly
pattern% movements which may eventually emerge as the new pattern have been treated as random
maovenents.
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result ol a2 one per cen® increase in %the prices of services. Prices of wmujor dursble goods
purchased declined fractionally over the period; only slight increases were recorded for non-durablie
goods, following the rather sharp increese, due particularly to higher food prices, which was
experienced in the previous quarter.

Price increuses in the construction field appear to have been under one half per cent and were
attributable mainly to higher wage rates, the indexes of prices of residential and non-residential
building materials showing little change between the second and third quarters.

Zxport prices on average showed a greater increase than in the previous quarter, lergely as a
result of higher world prices for certain non-ferrous metals; animal product prices rose sharply.

Income Flows

Jages, salaries and supplementary labour income rose by over 25 per cent in the third quarter,
a gain similar to those recorded in the previous quarters of the year., The gains were maintained
paertly as a result of retroactive payments. tThe rate of advance was higher in the service than in
the goods=producing industries.

Total wapges ané salaries for the service-producing industries increased by 3 per cent with
the increases by industry ranging from just over 2 per cent in trade to almost 4 per cent in
government service. 'he higher than usual rises in government service and transportation,
communication and other utilities were in part due to retroactive wage payments to federal and
provincial employees and to postal workers.

Wage and salary payments in the goods-producing industries rose by 2% per cent in the quarter.
‘'he construction and manufacturing industries recorded gains of 5 and 2 per cent respectively,
reflecting in part higher levels of cugployment, Wages amd salaries ia the vrimary indusiries showed
little change.

Corporation profits (pefore ioxes and belore divisiends paid te noi=~recidents) rose by almos®
3 per ceat over the previous guarter znd seasonally adjusted at unnual rates exceeded tne %5 billion
merk. Despite considerably higher levels of production, total manufacturing industries profits
showed very little change as & result of offsetting movements; within this total, profits were
notebly higher in the wood and metal industries but declines were recorded by the paper and
petroleum and coal industries. ihe overall increase was mainly attributeble to higher profits in
the mining, quarrying and oil wells, retail trade and finance industries. The ratio of profits
before taxes to total output showed little change from thet obtaining in the first half of the year,

Accrued net income of farm operators from farm production increased to a seasonally adjusted
annual rate of ;1,712 million in the third quarter, 9% per cent above the second quarter rate,
Higher levels of both grain and livestock production were responsible for the rise, The increase
in the value of grain production was due mainly to larger profits of the Canadian Wheat Board,
reflecting sharply increased grain exports during the quarter. The increase in the value of live-
stock production reflected higher receipts from sales as both the number of animals marketed and
prices rose substantially.

It may be noted that the estimate of the new crop contained in this publication has been
revised downward by 4128 million from that published in the second guarter report. The cool, wet
weather in many parts of Canada from nid-August to the end of September, hampered harvesting
operations and caused considerable reduction in yields, thus reducing the earlier record harvest
prospecus.,
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Producvion by Industry

Seasonally adjusted real domestic product less agriculture for the third quarter of 1965 was
1.7 per cent higher than in the preceding quarter, and about 30 per cent above its firat quarter
1901 cyeclical trough. Most of the strength in the third quarter came from manufacturing,
transportation,and trade, which together accounted for about three-quarters of the gain.
Increases vere widespread among the other industry groups as well, with only forestry showing a
decline in the quarter,

Manufacturing, with a 2} per cent increase, was the largest single contributor to the third
quarter gain, accounting for over 40 per cent of the increase in non-agricultural real output.
Both the durable and the non-durable components of manufacturing increased by 2% per cent, thus
contributing about equally to the third quarter gain.

Within non-durables, the textiles and chemicals groups showed the largest increases, 7 per
cent and 4 per cent, respectively. Together these two groups accounted for over ons-hulf of the
third quarter increase in non~durable manufacturing output. The next largest contributors were
the foods and beverages and the paper products groupse.

Within durables, almost all of the increase came from a 4 per cent gain in iron and steel
products and a 5 per cent advance in the production of transportation equipmeni. ilotor vehicles
and parts production accounied for the entire gain in the latter group, as small gains in the
other components were offset by a 3 per cent decline in shipbuilding. In the case of the iron
and steel group, most components contributed to the gain. Among the other major groups,
increases of 4 and 1 per cent were recorded by non-metallic mineral products and non-ferrous
metal products, respectively, while the wood products and the electrical apparatus amd supplies
groups showed small declines in the third quarter,

The next largest contributions to the gain in total non-agricultural real output came from
the transportation, storage and communication group, which advanced by 3 per cent, and from trade,
which was up 2 per cent in the third quarter., Jointly these two groups accounted for another
one-third of the aggregate gain. Within transportation, increases ranging from 2} to 7 per cent
were recorded by most major components, among them railway transport and shipping. The larger
part of the increase in trade came from increased retail sales by motor vehicle dealers,
department stores and clothing stores. IMovements within wholesale trade were mixed. Among the
wholesale trades recording fairly strong gains were groceries and food specialties and meat and
dairy products.

Forestry was the only major industry grouping to show a decline in the third quarter. This
decline was attributable largely to a drop in pulpwood production from very high second quarter
levels. The remaining industry groupings recorded increases ranging from one-half of one per cent
in public administration and defence to 3 per cent in electric power and gas utilities,
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Developments in the First Three Quarters of 1365

The Demand Components

Consumer expenditure for the first three quarters of 1955 was over 7 per cent higher than for
the carresponding period of 1964, and virtually matched the rate of increase between the years 1963
and 196l; of this increase, 2 per cent was attributable to prices. Goods and services showed no
change in the rate of increase for the two periods, but a breakdawn of the goods component showed
non-durables increasing more and durables less than between 1963 and 196l.

The following table shows the pattern of increases in consumer purchasing in the first three
quart;réﬂ of this year compared with the same period of 1964 in relation to the charges between 1963
and 1 .

Year 1963 to 3 Quarters 1964 to
Year 1964 3 Quarters 1365
Per cent Change Per cent Change
Totd Non-dul‘able g00d3 L R N N N I I N SN SO I 3 S 6.3 6.6
Food and tobacco 6Bt eseBB e s 00t oR0seResss e hn? 507
O A e e Tt e e Ml s et Are 6.3 5.6
OLHED Seprrra Rt . s 8.9 8.7
Total Durable Z0OAS «.eveseeerveennnnns 10.4 8.2
Autos, new and USed e.vieressettrenccnsesrosane 11.5 9.5
Household durables eeevesoe... 8.7 6.9
Other S50 550 e85 PR OB SRR ISOEOEREIPNOEEEEIETYDLES ll.s 8.2
Total alilsgOodBrami ot e s srmor tesnsoses st o 6.9
TOHRL BEBVAICEE| & ofersverershlalsiniote svtislslslelaie o e Efterss YolagsloToislals 7.8 7.6
Total consumer expenditure ....ceeeeesceeccccvoccnne Te3 Te2

The sizeable increase in personal spending was exceeded by the increased income flow to
consumers with a resulting higher level of personal net saving in 1965,

Business spending on fixed capital including housing, was higher by almost 173 per cemt than the
three quarters of 194, slightly loser than the 19 per cent increase for the full year antieipated
in the mid-year survey of investment plans. The main element of strength was the demand for none=
residential construction which was 27 per cent higher than the comparable period of last year,
Spending on housing was up 84 per cent and on machinery and equipment up sbout 13% per cemnt. This
distribution differs from the survey where anticlpated increases in outlays for housing and machinery
were greater and for non-residential construction lower. Although industrial detail is not
available the mid-year survey suggests that the main strength is centred in manufacturing and
utilitles,

The increased pressure for expansion of productive facilities gave rise to very sharp inoreases
in employment in the construction field, and to wage rate increases in engineering type construction.
In line with investment in machinery, domestic industries mainly producing machinery recorded good
gains ovar the year amd imports of machinery in the first seven months were appreciably higher than in
the comparable 196 period.

In the first nine months of 1965 business inventory investment increased by $730 million,
compared with a $501 million increase in the same period of 194;. Inventory investment was
maintained at a moderately high rate throughout 1964 and 1965, with the exception of the fourth
quarter of last year, when the wark stoppage in the automobile industry ocaused some umisual stoci
movamnents. The increase in inventories as a proportion of the total level of stocks appears to be
closely linked to increases in the value of production, and no sharp fluctuations have been
axperienced in the relationship of stocks to output, which is still at a comparatively low level.
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The main strength in the first nine months of 1965 came from the durable goods held by
manufacturers and retail traders. Increases in wholesale trade were moderate.

During the first three quarters of 1965 the deficit in the external account on a National
Accounts basis widened to $773 million from $268 million in the same period of the previous year.
This change of $505 million came from a deterioration of $459 million in merchandise trade,
reinforced to the extent of $46 million by a larger deficit in non-merchandise trade. The decrease
in the export trade balance was the result of rapidly increasing imports associated with record levels
of income and expenditure in the domestic economy and only moderate gains in overall exports of goods,
A sharp drop which occurred in shipments of wheat as previous contracts came to completion largely
offset sizeable gains in exports of motor vehicles and parts, non-ferrous metallic ores and alloys
and wood pulp and newsprint. Details on camodity imports for the first seven months of this year
compared with a similar peried in 196l showed larger imparts of motor vehicles and parts, machinery,
metal and chemical fabricated materials.

Some improvement in the travel account failed to balance further declines in the other service
accounts,

Exports and Imports of Goods and Services
(not seasonally adjusted)

Goods Servicas Current
Balance
Exports Imports Net Exports Imports Net
(miliions of dollars)
3 Quarters
19& csoveressenrsrrneessae 6,]10 5,572 538 1’640 2,[]1‘6 -8% -2&
1965 R R RN RN IN I NN I Y 6,276 6,197 79 1’825 2,%7 -852 "773
Per cent Change sveeeesesconaes 2.7 12,2 11,3 9.4
Merchandise Trade
(Trade of Canada basis)
Domestic Exports Imports
9 months 7 months
1964 1965 1964 1965
$ million % $ million b4
TN almals! mrreliaids - 518 s/srs sslnshols olers sia™s srarete's a h3 10L.8 13 6 ~53.8
Food, feed, beverages, tobacco L e..iieecnss 1,381 1,034 -25.1 L6 koo -10.3
Inedible crude materials .....ceeseeseees > 117 700 ;283 9.0 s34 53 1.7
= Mataliah by N oRYals eferele Rielele viiss o slalors ololalelslals/al® 589 636 8.0 93 108 16.2
Inedible fabricated materials ...eececsoess 2,600 2,750 5.8 1,023 1,168 14,2
= Tammber"and: wood! 5. hhie o ieiels s eiae s sae hhg k§2 (5).% §8 133 lg.g
- Pul, 50 o M0 LR T SRR, & SRS S, 99 103 . i .
Bt < feoes Averm g Gyt 20kt 56k 232 256  10.3
- Motals und metal produsts «..eeseeesoes 809 872 7.8 329 416  26.4
Inedible end products s.ecvcvesscccsenccnns 807 929 2551 2,21 2,529 13.9
-Machinel'y' ®re RIS IR ENGIOOITRIRSEROEORROIOEDR 211 21‘.6 16.6 75’4 8% 6-9
~ Transportation, cormunication equipment 2/ 382 L0 20.4 710 903 27.2
- Other equipment, t00l8 «.viveevacaccnss 127 129 1.6 36h 395 8.5
- Personal, household goods secevececensa 36 36 - 162 171 5.6
"Miscallﬂnem s ve00Bss OBt BPERIOEONDROEETSTS Sé Sg 1507 ]2-3]5 ig'? ;(3)-8
Special trade tr (5151 (o, 01 R FSMPSEEH L SPOPRS 1 1 - .
Tget:latremsalm ..... 6,005 6,058 0.9 Lh,340 4,804 10.7
at clearances 780 556 ~28.7

_/Befare allowance for progress payments and deliveries.
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The Jovernment Sector

Comparing the first nine months of 1945 with the corresponding period of the previous year,
total revenues of all governments combined exceeded total expenditures, with the result that, on a
National Accounts basis, there was a shift from a deficit of $122 million in 1964 to a surplus of
267 million in 1965. The bulk of the gain occurred at the federal level where the surplus rose from
373 million to $245 million. At the provincial-municipal level, the deficit narrowed slightly from
$200 million in the first three quarters of 196 to $178 million in the first three quarters of this

year.

Reflecting the continuing high levels of income and employment, total revenues of all govern-
ments combined increased over 1l per cent. Receipts fram indirect taxes rose sharply and accounted
for a large part of the gain, The increase in fedaral indirect tax revenues was in part a consequence
of the final stage of the imposition of the sales tax on production machinery and building materials.
Indirect tax revenues of provincial and municlpal governments rose 10 per cent, mainly attributable
to larger returns from sales and gasoline taxes and increased real property tax revenue.

Revenues from direct taxes also rose substantially, but the rate of increase at the provinciale
municipal level was much higher than at the federal level, The differing rates of increase are in
part a reflection of an increased abatement in favour of the provinces of personal income tax from
18 per cent to 21 per cent and of estate taxes from 50 per cent to 75 ner cent and of the lower
federal personal income tax rates which came into effect as of the first of July, 1965.

Total expenditurss of all levels of government combined increased by 93 per cent, with most of
the increase accounted for by advances in expenditures on goods and services and in transfer
payments to persons, principally at the provincial-municipal level, Expenditures on goods and
services by provincial and municipal governments rose by about 12 per cent mainly owing to increases
in salaries and wages and in capital outlays. Expenditure on goods aml services by the federal
govermment rose by 7 per cent with most of the increase occurring in non-defence outlays.

There was a rise of just over 9 per cent in transfer payments to persons from all govermment:
combined. The major gain occurred in payments made by the provincial and municipal governments,
particularly to hospitals, educational and similar institutions.

Price Movenents

With the price component of gross national product advancing by close to 3 per cent between the
first nine months of 198 and 1965, somewhat more of an overall price increase is indicated for
this year than the close to 2% per cent change recorded for the preceding year,

With the exception of exports, prices of all final demand categories advanced more in 1965 than
in 196Lh. The price component of consumer expenditures, increasing by 2 per cent, reflected increases
of over 3 per cent in service prices, while non-durable goods prices increased by close to 2 per cent
and durable goods prices were virtually unchanged. Prices of non-fcod camodities, increasing by
about 1 per cent, showed approximately the same increase between 196l and 1965 as between 1963 and
1964, Industry selling price indexes for non-food final products of manufacturing also indicate
that there has been little price change for these commodities.

The price component of fixed capital reflected increases resulting from a mix of changes in
sales tax, material prices and wage rates.

The relative stability in export prices in the nine months comparison reflected offsetting
movements in the prices of the food, fuel, beverages and tobacco groups as compared with all other
merchandise exports groups. Prices of the food group declined by over 2 per cent in this comperisonm,
largely because of a decrease in wheat export prices, at the beginning of 1965, Prices of all other
merchandise exports increased by about 1 per cent,
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Per cent changes - Implicit Price Indexes

2nd Quarter 3 Quarters Year 1963 to

1965 to 198 to Year 196

3rd Quarter 3 Quarter

1965 19651‘7
Personal expendiitiare) Kt e swe eisieenscaacianisseoaneeans 03 2.0 1.5
Dur&]e gowa LI I B N B A B R B IR N R B N B N R N Y -0.3 -o.l -l‘l
Non-dul‘ahle gOOdB CeecreeerseI PP OIIIIIROIOIRITOEETNR S E 0.3 107 1.7
SEIVEC OB fefohiicBarate b otefe SIRITTe o 1oro cioiaisisis e o sis/s sloioiole s o s 0.9 3.3 2.2
Gmmt experﬂiture ted00sscsstrtcestetetsestesnt e Oa? 307 206
Gross fixed capital fOMAtion ceeesceceesosesceccannes 0.3 L7 3.6
New residential construction e.civeeeeeecsceccncee 0.2 5.1 Sel
New non-residential construction eeeieecesceecss. 0.8 6.1 2.7
New machinﬂry and equipma‘lt easesss0s 0 tener e Ool 305 3‘2
htports Of goods and sarvices "eessessssvececcnesssnns 103 0.8 2.3
Imports of goods and S6rvices ...e.ecececesecacsccnnse 0.3 0.1 1.7
Gross National ExpenditiI'e eccceeere-ovoscecescccsccane 006.2/ 2,9 2.3

1/Based on data unadjusted for seasonality.

;z/'l‘he index for the second-to-third quarter comparison is based on Gross National Expenditure
exclusive of farm inventories and grain in commercial charmels.

Income Flows

Data for the first nine months of 1965 compared with the first nine months of 196l showed a
103 per cent increase in labour income. Much the largest increase by industry, about 22 per cent,
was in construction, reflecting the great strength in non~residential building and engineering and
the substantial expansion in housing. The increase for manufacturing, which is the largest industry
in the goods-producing group, was over 9 per cent. Galns of 13 per cent and 10 per cent were
recorded in the service and trade industries respectively. However, gains in the remaining goods-
producing industries were larger than those in the rest of the service-producing industries, and as
a result the overall rise for goods-producing industries (111 per cent) was slightly higher than that
for service-producing industries (10 per cent).

profits in

The urusually high level of/the fourth quarter 1964 and the increase in the third quarter this
year oontributed to the gain of 7% per cent of the first three quarters of 1965 from the same period
last year. Although higher profits were general , among the leadirg industries were mining, quarrying
and oil wells, food and beverages, non-metallic mineral products, communication, utilities, wholesale
and retail trade, services and other non-manufscturing industries.

Accrued net income of farm operators rose 7} per cent in the first nine montle of the year
compared to the same period last year., Much of the increase can be attributed to the value of the
1965 orop, estimated to be 1534 per cent higher than the 1964 value and the third largest on record.
Higher levels for the value of livestock production and greater returns from the sales of other fam
products, such as dairy products and potatoes, also contrituted to the increase. Partly offsetting
these rises were increased farm operating expenses and considerably lower Canadian Wheat Board
profits which reflected the sharp decline in the level of grain exports from the record level
obtained last year,
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Net income of non-farm unincorporated business in the first nine months of 1965 was about
6 per cent higher than in the same periocd of 1964, A rise in the net income in retail trade industry
was the largest and contributed more than half to the total increase.

Production by Industry

Real domestic product less agriculture for the first nine months of 1965 was more than 6 per
cent higher than in the carresponding period of 196, About cne-third of this increase was
contributed by the 7 per cent gain in manufacturing output. The durable marufacturing component in
partiocular showed a strong gain of 9 per cent, largely as a result of increases of up to 15 per cent
in the production of motor vehicles and parts and most of the iron and steel product industries.
Increases of 10 and 11 per cent respectively were recorded by electric power and gas utilities and
construction, followed by a 9 per cent increase in wholesale trade and a 73 per cent advance in
transpartation. Retail trade, mining, non-durable manufacturing, and the communication industry
group showed gains ranging from 5 to 7 per cent. Lesser gains were shown by almost all the other
industry groups. The post-war average rates of increases were thus exceeded in most major industry

groupings.




TABLES UNADJUSTED FOR SEASONAL VARIATION
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TABLE 1. National Income and Gross National Product, by Quarters, 1964 and 1965

(millions of dollars)

1964 1965
1 I1 ITX v Year 1 11 11T
1. Wages, salaries, and supplementary labour income .. 5,479 5,804 6,070 6,063 23,416 6,024 6,429 6,729
2, Military pay and allowances ..... 8000000000000000a0 140 150 147 146 583 145 153 149
3. Corporation profits before tsxes ...... B0 800000 OIS 941 1,238 1,141 1,260 4,580 1,003 1,318 1,249
4. Deduct: Dividends paid to non-residents(l) ..... 500G - 171 - 126 - 141 - 247 - 685 - 177 - 156 - 162
5. Rent, interest, and miscellaneous investment income 789 789 802 897 3,277 839 852 865
6. Accrued net income of farm operators from farm
ProduEon(2) Jolelitl: « 1o e L > doBBOIRE o oI008 11 187 1,118 156 1,472 1 108 1,307
7. Net income of non-farm unincorporated business(3) 545 652 627 763 2,587 559 699 674
8. Inventory valuation adjustment(4) .....c....civueve - 35 - 73 22 - 35 - 121 - 46 - 112 - 59
9. NET NATIONAL INCOME AT FACTOR COST ..c..uvecuvunnnn 7,699 8,621 9,786 9,003} 35,109 8,348 9,291 10,752
10. Indirect taxes less subsidies ..........ccivuvaae . 1,502 1,587 1,631 1,611 6,331 1,687 1,769 1,829
11. Capital consumption allowances and miscellaneous
valuation 8djusStments ....ceceecscoosccacss ¥ o0 ole 1,331 1,410 1,386 1,480 5,607 1,445 1,564 1,510
12. Residual error of estimate ...... ceescsssassnacaans - 88 - 107 100 51 - 44 - 118 - 45 80
13. GROSS NATIONAL PRODUCT AT MARKET PRICES ........ oo | 10,444 11,511 12,903  12,145| 47,003 11,362 12,579 14,171
14. (Gross national product at market prices excluding
accrued net income of farm operators) ........... {(10,433) (11,324) (11,785) (11,989) [(45,531) | (11,361)(12,471) (12,864)
(1) Includes the withholding tax applicable to this item.
(2) Includes change in farm inventories as shown in line 11, Table 4. An adjustment has been made to take account of the
accrued earnings of farm operators arising out of the operations of the Canadian Wheat Board.
(3) Includes net income of independent professional practitioners.
(4) See footnote 4, Table 2.
TRiLE V. Creps AEgenald § ey Camrraxa, L1906 mad 1968
{(millions of dollars)
1964 1965
I II 111 v Year I II I
1. Personal expenditure on consumer goods and services 6,863 7,29 7,181 8,093 29,431 7,235 7,895 7,751
2. Government expenditure on goods and services(l, 2) 1,949 2,128 2,318 2,212 8,607 2,088 2,378 2,577
3. Business gross fixed capital formation(3) ......... 1,875 2,314 2,344 2,435 8,968 2,153 2,677 2,842
4. New residential construction .......co... STele wie S 462 451 513 595 2,021 470 522 558
5. New non-residential CONSTYUCEION suvaveensasaeonn 558 808 1,003 974 3,343 731 1,000 1,285
6. New machinery and equipment ......cecececaeeennes 855 1,055 828 866 3,604 952 1,155 999
7. Value of physical change in inventories(4) ........ 2 - 181 942 - 383 380 167 - 44 1,082
8. Non-farm business inventories ...........e....... 288 11 202 9 510 469 80 181
9, Farm inventories and grain in commercial channels - 286 - 192 740 - 392 - 130 - 302 - 124 901
10. Exports of goods and Services .......eeeeceecenens c 2,129 2,714 2,907 2,630 | 10,440 2,258 2,759 3,084
11. Deduct: Imports of goods and services ........ veese | = 2,463 - 2,866 2,689 - 2,850 |- 10,868 | - 2,657 - 3,132 - 3,085
12. Residual error of estimate ..........ceeeescencoces 8% 108 - 100 - 52 45 118 46 - 80
13. GROSS NATIONAL EXPENDITURE AT MARKET PRICES ....... | 10,444 11,511 12,903 12,1457 47,003 | 11,362 12,579 14,171
(1) Includes outlays on new dursble assets such as building and highway construction by governments, other than government
business enterprises. Also includes net purchases of government commodity agencies,
(2) For details of defence expenditure see line 3, Table 6.
(3) Includes capital expenditures by private and government business enterprises, private non-commercial institutions, and
outlays on new residential construction by individuals and business investors.
(4) The book value of inventories is deflated to remove the effect of price changes and the derived "physical' change is then

valued at average prives of the current period te chtiain the value af phvsical change.
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TABLE 3. Source of Personal Income, by Quarters, 1964 and 1965
(millions of dollars)

1964 1965
I Il II1 v Year I I1 I1I
1. Wages, salaries, and supplementary labour income .... | 5,479 5,804 6,070 6,063 | 23,416 6,024 6,429 6,729
2. Deduct: Employer and employee contributions to social
insurance and government pension funds ,........... - 221 - 219 - 225 - 227 - 892 - 229 - 232 - 238
3. Military pay and allowances .....cceecococncaarsnasas 140 150 147 146 583 145 153 149
4. Net income received by farm operators from farm
production(l) ..cvceieacsecencensitncorccnrsconanas 161 98 1,021 82 1,362 253 62 1,228
5. Net income of non-farm unincorporated business ...... 545 652 627 763 2,587 559 699 674
6. Interest, dividends, and net rental income of
PETEOUSI(N] FIFr R FTels FRRrLs TR 8| SFHH o o150 e m0s0,0 51050 000 907 934 929 990 3,760 955 972 970
Transfer payments to persons:
7. From government (excluding interest) ......<..ece.. 1,115 1,038 986 1,020 4,159 1,226 1,109 1,094
8. Charitable contributions by corporations ........ N 11 11 11 11 44 11 11 11
9. PERSONAL INCOME ....... e e R EEREy ee.. 8,137 8,468 9,566 8,848 [35,019 | 8,944 9,203 10,617
(1) This item differs from line 6, Table 1, by excluding the adjustment which has been made to take account of the accrued
net earnings arising out of the operations of the Canadian Wheat Board.
(2) Includes all government debt interest paid to persons,
Tl & Slesosiclos of pavaes:] ddcoms; ‘v Qs VSR and 1943
{miilions of Jdoliars)
1964 1965
I II 111 v Year 1 II III
1. Personal direct £AXeS «ueeeueenensecessasansssansnnnns 765 909 852 881 3,407 907 1,045 959
2. Income taxes ..... 80 B0G60000G 000000000980600600000080 623 791 745 767 2,930 737 914 827
B, Succession duties and estate taxes ....ciccvseancaas 41 57 39 48 185 44 49 60
4., Miscellaneous ..........cea.n ofeererafarer e R e ) o ST « o 101 61 64 66 292 126 82 72
S. Personal expenditure on consumer goods and services .. | 6,863 7,294 7,181 8,093 29,431 7,235 7,895 7,751
6 INGCh=dUrablePEO oS SEaR - o R e e e Bl o) SRR 3,246 3,394 3,569 4,146 | 14,355 3,398 3,657 3,829
78 W Durdble’ goods M. Y ererentiseetetoss e S o 799 992 796 971 3,558 821 1,094 883
8 Services(l) ..iieienecaiacaiaaotantacationieeseaaans 2,818 2,908 2,816 2,976 11,518 3,016 3,144 3,039
9. Personal net Saving ........... 00 o RNCRe 00000 g PP, e PV, 509 265 1,533 - 126 2,181 802 263 1,907
10. Personal saving excluding change in farm inventories 775 388 785 332 2,280 1,081 364 989
11,  Value of physical change in farm inventories .......| - 266 - 123 748 - 458 - 99 - 279 - 101 918
12, PERSONAL INCOME +....ccceesevnevearareocnannseanananss | 8,137 8,468 9,566 8,848 | 35,019| 8,944 9,203 10,617
i%. (Personal disposable income)(2) «.ceus.cuas terecsenasas [(7,372) (7,559) (8,714) (7,967 |(31,612) | (8,037) (8,158) (9,658)

11} Includes net expenditure abroad.
{1, Personal Income less Total Personal Direct Taxes,
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TABLE 5. Government Revenue, by Quarters, 1964 and 19%:
{(millions of dollars)

1964 1965
1 I1 111 v Year I 11 I11

1. Direct taxes - PETBONSE sevsescenes SBE0B0D000 o FEEE 765 909 852 881 3,407 907 1,045 959
2., Federdl ,.ceveivenrecenessssacnsssnnscssanans ——— 549 699 648 662 2,558 621 757 660
3. Provincial and municipal c.oeicienneinnieiicancncencanen 216 210 204 219 849 286 288 299
4, Direct taxes - COTPOTAtIONS ..cseesecvssrsvacronccssns 426 534 699 530 1,989 445 578 542
S. Federal .c.vieveeencnccanacananse T OBDo B0 0O ONNn J50 3 317 398 372 395 1,482 331 431 404
6. (Federal tax collections) ....ceveeecenes tereaeaenea | (328) (521) (375) (385) (1,605) (359) (566) (396)
78 ABTOVACHEIN RTANE o oreets sl thets 3/ Lelatelote clols e oigieiete 109 136 127 135 507 114 147 138
8., (Provincial tax collectionB) ...eeee-ssececascsscnes (116) (126) (131) (113) (486) | (140) (160) (151)

Withholding taxes:
9, JHedeZall. o . e ooy qerele e caeie siel il RTCS 2800 ooand 30 34 25 51 140 37 b4 29
10. INdLirect CAXEB .u.oeeeveenscacoaneanansesonsasns veeee. | 1,566 1,653 1,706 1,723 6,648 1,733 1,825 1,911
11, Federal ......co00eeves 500000000 6 500000500000 R 000 3 616 719 739 773 2,847 689 800 846
12. Provincial and municipal s.i.eiieecssccsercnesaannons 950 934 967 950 3,801 1,044 1,025 1,065
13, Investment income ......cecccevns 506 08000006000000000 350 365 362 442 1,519 374 401 393
14" - ‘Fedexal .. g8 Sl St o 50N 00000 0JOOOE 0000 DL O 119 133 129 166 547 117 148 140
15. Provincial and municipal ......... 500000555000k T 231 232 233 276 972 257 253 253
16, Employer and employee contributions to social

insurance and government pension funds ............. 221 219 225 227 892 229 232 238

17. Federal ...covescecncerccsancarscnan do0 6600800000600 141 136 140 141 558 145 145 147
18. Provincial and municipal ....eveceinnacnnnns vevsvees 80 83 85 86 334 84 87 91

Transfers from Federal:
19. Provincial and municipal ......ivnenvniaannnes Sl Lo 298 327 306 323 1,254 388 363 309
20. TOTAL REVENUE ......... SN NS o e - .. | 3,656 4,041 3,975 4,177 15,849 4,113 4,488 4,381
21. EEDERAL . oo alsmelereileofs oo s s o b B AB0 050600008800 00n0000 1,772 2,119 2,053 2,188 8,132 1,940 2,325 2,226
22.  PROVINCIAL AND MUNICIPAL T O ST Vetet e o o b BT 1,884 1,922 1,922 1,989 7,717 2,173 2,163 2,155

TABLE 6. Government Expenditure, by Quarters, 1964 and 1965
(millions of dollars)
1964 1965
I 11 111 1v Year I 11 I11
1. Goods and 8ervices ...ceesvosesas Bfc ooo 0000 SROBE srreri| 1ai 949 2,128 2,318 2,212 8,607| 2,088 2,378 2,577
2. EedeTBll. . o o ansraiz ohersacgerorsjans sasio 0 30DDOBQ00 00 DO TH0 c o od 791 736 784 7811 3,042 822 776 875
3. (Defence) .cecevevecesmsaonnae 030 00000 BHARE o o 403 (457) (364) (357) (374) | (1,552)| (461) (362) (3717)
4, Provincial and municipal ciiiiiiinninecicacninenenns 1,158 1,392 1,534 1,481 5,565 1,266 1,602 1,702
5. Transfer payments to persons (excluding interest on
the public debt) ..c.cevcceniineneanccncroanns veveas | 1,115 1,038 986 1,020 4,159 1,226 1,109 1,094

Al #Federal K. .. . P84 Lt PR T Y 0860 AaOROaRNE oMt AL 634 566 503 532 2,235 658 593 531
7. Provincial and municipal .....eieseseiescsoncannenns 3 [#CC 472 483 488 1,926 568 516 563
8. Interest on the public debt ee.ecevnsn O [ B s O 350 405 369 408 1,532 375 435 389
9. Federall, .o eacnsclefse o s ot SO0 00 0 0 cHBOBE 00 236 259 253 247 995 253 271 262
10. Provincial and municipal ....ceeieenonacsn 114 146 116 161 537 122 164 127
11. Subsidies ...... ok 50 ot To b AR ARSI iy, S P 64 66 75 112 317 46 56 82
12. Federal ...... oG B ORI 7 ol o (s s rareBie [ — 60 61 52 105 278 40 50 55
13. Provincial ....eecnncvancncnanes Be0booc0 00 A000BRE 0C 4 5 23 7 39 6 6 27

Transfers to other levels of government:
lager pFedecaila. s i o ueiaf e « o - o T & R e O S ST (T BERS 298 327 306 323 1,254 388 363 309
15. Total expenditure .......oseceesss booBB084600 5050 abo .. 13,776 3,964 4,056 4,075 15,869 ( 4,123 4,341 4,451
N SR REACTAIN o, forlhs ools opojsTarersionsi snokerafensisssiatons = ersieisiarsisiondtoiestofere | 233009 1,949 1,898 1,938 7,804 2,161 2,053 2,032
17. Provincial and municipal ....ceiienvennnn. SEET o | 1,757 2,015 2,156 2,137 8,065| 1,962 2,288 2,419
18. Deficit (-) or surplus(¥) ..ciuvuverncnes 3 0 onTT e e - 120 77 - 79 102 - 20 - 10 147 - 70
19. Federal ....ccvevvrvacranavsana B o .00 2 EB000a0000 4 .| - 247 170 155 250 328 - 221 272 194
20. Provincial and municipal ...civincaerinnnnnnnnasacns 127 - 93 - 234 - 148 - 348 211 - 125 - 264
21. TOTAL EXPENDITURE MINUS DEFICIT OR PLUS SURPLUS ...... 3,656 4,041 3,975 4,177 15,849 4,113 4,488 4,381
22, FEDERAL ...voesavnvasannancevcocansnssasnne oo 1, 272 2,119 2,053 2,188 8,132 1,940 2,325 2,226
23.  PROVINCIAL AND MUNICIPAL suueuuuencnecnncnnsmannaass 1,884 1,922 1,922 1,989 7,717 2,173 2,163y ;2155
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TABLE 7. Source of National Saving, by Quarters, 1964 and 1965

. (millions of dollars)

1964 1965
I 11 111 v Year I 11 I11
1. Personal net SaVING .suscerscsspnisacacscssssscencs 509 265 1,533 - 126 2,181 802 263 1,907

~N

. Business gross 8aving .......veeeteervaccananannan 1,366 1,927 1,828 1,848 6,969 1,411 2,053 1,985
3. Undistributed corporation profits ......ecvieenen 185 428 345 294 1,252 218 443 396

4, Capital consumption allowances and miscellaneous
valuation adjuStmMeNnts ......ccenevceccccnancans 1,331 1,410 1,386 1,480 5,607 1,445 1,564 1,510

S Adjustment on grain transaction8(l) ....eeeveaes = 150, 89 97 74 110 - 252 46 79

6. Inventory valuation adjustment ......c.eeeeeavnen . - 35 - 73 22 - 35 - 121 - 46 - 112 - 59

7. Goverament surplus (+) or deficit (-) ........n0n. - 120 77 - 79 102 ~ 20 - 10 147 - 70

8. Residual error of estimate ........ccovvneeeennnns - 88 - 107 100 51 - 44 - 118 - 45 80

9. o E L S R S PP 1,632 2,089 3,404 1,840 8,965 2,039 2,306 3,843

(1} This ftem is an adjustment €0 take account of the accrued earnings of farm operators arising out of the operations of the
Taomdinn Whant Bombud. iee alsd festnoca 1, Table 3,

Tl 3 Dipeei ciee &7 s toonl Selog, ° 3, 06k wad (NES

AR Pl LR S
(millions of dollars)

1964 1965

1 II II1 v Year j& I1 111

1. Business gross fixed capital formation ........ ees | 1,875 2,314 2,344 2,435 8,968 2,153 2,677 2,842

2. New residential conStTUCEiON seivececscenenacens 462 451 513 595 2,021 470 522 558

3. New non-residential consStruction ....evececenses 558 808 1,003 974 3,343 731 1,000 1,285

4, New machinery snd equipment ..... Bloroolie PP ouc s sTogars 855 1,055 828 866 3,604 952 1,155 999

5. Value of physical change in inventories .......... 2 - 181 942 - 383 380 167 - 44 1,082
6. Surplus (+) or deficit (-) on current account with

noN-Tesidents c.cuiviapoeceasonossnsacscsasscass | = 334 - 152 218 - 160 - 428 - 399 =378 -1

7. Residual error of estimate ...ovvevceenecsanas 89 108 - 100 - 52 45 118 46 - 80

. 5. TOTALS +eeevunnierarennseresnneseneesnnaees | 1,632 2,089 3,604 1,860 | 8,95 | 2,039 2,306 3,843
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TABLE 9. Gross National Expenditure in Constant (1957) Dollars, by Quarters, 1964 and 1965(1)
(millions of dollars)

1964 1965
I DI II1 v Year 1 II I1X
1. Personal expenditure on consumer goods and
services ....... 5 M et RS R - « o 6,256 6,621 6,454 7,303 26,634 6,491 7,038 6,795
2. Non-durable g00ds ..........ecivisinnininnn 3,013 3,129 3,249 3,802 13,193 3,127 3,308 3,419
3. Durable g0o0ds .......cevivniannceaaiaaanans 796 988 800 967 3,551 819 1,093 887
4, Services ........ccc00000nvan LTRSS - o - - 0> 2,447 2,504 2,405 2,534 9,890 2,545 2,637 2,489
S. Government expenditure on goods and services 1,551 1,767 1,988 1,793 7,099 1,598 1,904 2,137
6. Business gross fixed capital formation ...... 1,610 1,961 1,979 2,042 7,592 1,762 2,170 2,293
7. New residential construction .............. 383 367 411 475 1,636 369 403 429
8. New non-residential construction .......... 486 699 865 831 2,881 605 814 1,042
9. New machinery and equipment ............... 741 895 703 736 3,073 Y 933 &2
i
10. Change in inventories .............cecvecvenn 52 - 208 846 - 337 353 i1y - 69 9#¥
11. Non-farm business inventories ............. 297 16 161 11 485 460 85 144
12. Farm inventories and grain in commercial
channels ........cooc0ens WY, « oTeveveraropyT - 245 - 224 685 - 348 - 132 - 245 - 154 833
13. Exports of goods and services ............o... 1,951 2,461 2,619 2,432 9,463 2,056 2,488 2,746
14. Deduct: Imports of goods and services ....... - 2,151 - 2,490 - 2,351 - 2,511 | - 9,503 - 2,314 - 2,733 - 2,683
15. Residual error of estimate ............coc0s 79 96 - 89 - 46 40 102 40 - 69
16. GROSS NATIONAL EXPENDITURE IN CONSTANT (1957)
IDEVBTEARS] . . .ocivioieici o aloia oioke » sioltliotbhniokoials oo o o aa s » 9,348 10,208 11,446 10,676 41,678 9,910 10,838 12,196
(1) The implicit price deflators of the seasonally unadjusted components of Gross National Expenditure, derived by dividing

the value figures in Table 2 by the constant dollar figures in Table 9, are not suitable as indicators of quarter-to-
quarter price change. This is because they are currently weighted and therefore are affected by compositional shifts
which occur within the unadjusted components of Gross National Expenditure, on a quarter-to-quarter basis. Quarter-tuv-
quarter comparisons based on seasonally adjusted data are less subject to the problem of shifting weights and may be
used as a measure of price change.
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TABLE 10. National Income and Gross National Product, by Quarters, 1964 and 1965 Seasonally Adjusted at Annual Rates
(millions of dollars)

1964 1965
1 LI IIL v Year 1 II II1

1. Wages, salaries, and supplementary labour income 22,732 23,100 23,704 24,128 23,416 25,000 25,592 26,292
2. Military pay and allowances ...........e.0ceeveen 572 576 584 600 583 604 592 600
3. Corporation profits before taxes .......... R . 4,596 4,468 4,376 4,880 4,580 4,940 4,908 5,052
4, Deduct: Dividends paid to non-residents(l) ...... - 684 - 588 - 680 - 788 - 685 - 708 - 756 - 796
5. Rent, interest, and miscellaneous investment

LNNCOME! [0« ofs) ok Mofanars s ohuga oions! oibfloss arsrasausioisio oroie ainks o s o + 3,220 3,252 3,248 3,388 K} p2r/7) 3,416 3,508 3,504
6. Accrued net income of farm operators from farm

productdoni@hm & . .. comisioe < Nercloie U5 - - iekoge - 5o > 6 1. 812 1,680 1,432 1,404 1,472 1,532 1,564 1,712
7. Net income of non-farm unincorporated business(3) 2,548 2,584 2,624 2,592 2,587 2,632 2,764 2,812
8. Inventory valuation adjustment .............c.o0.. - 140 = 292 88 - 140 - 121 - 184 - 448 ~ 236
9. NET NATIONAL INCOME AT FACTOR COST .............. 34,216 34,780 35,376 36,064 35,109 37,232 37,724 38,940
10. Indirect taxes less subsidies ............ oo ve e 6,140 6,340 6,500 6,344 6,331 6,892 7,060 7,284
11. Capital consumption allowances and miscellaneous

valuation adjustments ...........cocvcnanacnenns 5,512 5,580 5,596 5,740 5,607 5,900 6,088 6,052

12. Residual error of estimate ......... e e 52 - 16 - 80 - B3 - 44 - 116 8 )

13. GROSS NATIONAL PRODUCT AT MARKET PRICES ......... 45,920 46,684 47,392 48,016 | 47,003 | 49,908 50,880 52,056

14. (Gross national product at market prices exclud-

ing accrued net income of farm operators) ..... [(44,548) (45,004) (45,960) (46,612)  (45,531) [ (48,376) (49,316) (50,344)

(1) See footnote 1, Table 1.

(2) Includes an arbitrary smoothing of crop production and standard seasonal adjustments for withdrawals of grain from farm
stocks and the change in livestock items. Because of the arbitrary elements, too precise an interpretation should not be
given the seasonally adjusted figures of accrued net income of farm cperators.

(3) Includes net income of independent professional practitiomers.

TABLE 11. Gross National Expenditure, by Quarters, 1964 and 1965 Scasonally Adjusted at Annual Rates
(million of dollars)
1964 1965
I I1 1008 v Year I II 111

1. Personal expenditure on consumer goods and
SEPNBEEE oo g i i R e s e o 28,852 29,040 29,684 30,148 29,431 30,512 31,344 32,120
2. Government expenditure on goods and services(l, 2) 8,564 8,524 8,544 8,796 8,607 9,120 9,412 9,596
3. Business gross fixed capital formation(3) ........ 8,944 8,828 8,720 9,380 8,968( 10,052 10,236 10,776
4. New residential construction ........scecceoenas 2,176 1,908 1,872 2,128 2,021 2,156 2,144 2,160
5. New non-residential construction ............... 3,164 3,244 3,376 3,588 3,343 3,948 4,040 4,348
6. New machinery and equipment .................... 3,604 3,676 a7 3,664 3,604 3,948 4,052 4,268
7. Value of physical change in inventories .......... 452 448 388 232 380 1,076 936 436
8. Non-farm business inventories .................. 572 616 804 48 510 944 768 700

9. Farm inventories and grain in commercial
chitipels (A" Q- - - - s <3 Wiy @ - - - gy - - 120 ~T188 - 416 184 - 130 132 168 - 264

10. Exports of goods and services .................... 9,996 10,604 10,756 10,404| 10,440/ 10,552 10,892 11,244

11. Deduct: Imports of goods and services ............ - 10,840 - 10,772 - 10,784 - 11,076|- 10,868|~ T, 520 .= 13,.932.+ 12,336

12. Residual error of estimate .............cccienrann ) 12 84 132 45 116 -8 220

13. GROSS NATIONAL EXPENDITURE AT MARKET PRICES ..... 45,920 46,684 47,392 48,016 47,003 49,908 50,880 52,056
Detail of Farm Inventories and GICC:

Value of grain crop production ................ 1951312 sl 32 1,136 1,132 18, 1533 1,312 1,316 1,316
Depletions of farm stocks of grain ............ - 1,376 - 1,356 - 1,180 - 1,216| - 1,282| - 1,204 - 1,232 - 1,160
Change in livestock inventories ............... 48 136 - 40 56 50 - 40 -4 - 92
Grain in commercial chanmnels ................... 76 - 80 - 332 212 - 31 64 88 - 328

(1) See footnote 1, Table 2.

(2) For details of defence expenditures, see line 3, Table 15.

(3) See footnote 3, Table 2.

(4) In the seasonally adjusted series, the value of grain production in each quarter is taken as one-fourth of the estimated

value of crop production for the year as a whole (see footnote 2, Table 10).

series are seasonally adjusted by standard techniques.

All other items In the farm inventories
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TABLE 12. Source of Personal Income, by Quarters, 1964 and 1965 Seasonally Adjusted at Annual Rates
(millions of dollars)

1964 1965

1 I1 II1 v Year I II I11

1. Wages, salaries, and supplementary labour income .... | 22,732 23,100 23,704 24,128 | 23,416 25,000 25,592 26,292
2. Deduct: Employer and employee contributions to social

insurance and government pension funds ............ - 876 - 900 - 892 - 900 - 892 - 908 - 952 -~ 948
3. Military pay and allOWANCES .......ccoeeerecnennnneess 572 576 584 600 583 604 592 600
4. Net income received by farm operators from farm

o doaon( IR IR AL e L ol 1,828 1,276 1,108 1,236 1,362 2,400 1,344 1,652
S. Net income of non-farm unincorporated business ...... 2,548 2,584 2,624 2,592 2,587 2,632 2,764 2,812
6. Interest, dividends, and net rental income of

personsi(2). Lk oL AN DB Cpoaio QR TS RBe oS o DTS 3,688 3,708 3,788 3,856 3,760 3,880 3,872 3,960

Transfer payments to persons:

7. From government (excluding interest) ............... 4,148 4,096 4,200 4,192 4,159 4,520 4,396 4,628
8. Charitable contributions by corporations ........... I¥A A INA 44 44 4 e 44
9fSEERSONAL NcoMeise. | LAl L el L el 34,684 34,484 35,160 35,748 | 35,019 | 38,172 37,652 39,040

(1) This item differs from line 6, Table 10, by excluding the adjustment which has been made to take account of the accrued net
earnings arising out of the operations of the Canadian Wheat Board.
(2) Includes all government dubt interest paid to persons.

TABLE 13. Disposition of Parsonal Income, by Quarters, 1964 and 1945 Scasonally Adjusted at Annual Rates
(millions of dollars)

1964 1965
T 11 111 v Year I 11 111

1. Personal direct LBXES ............cccvaunsen 3,232 3,364 3,452 3,580 3,407 3,772 3,872 3,916
Die | JITCDme Atace s 2ol LN ool Mo 2,784 2,868 2,996 3,072 2,930 3,240 3,312 3,328
3. Succession duties and estate taxes ....... 164 228 156 192 185 176 196 240
4. Milscelllanealle' ™. . cpestolor o 2 o s lo Bl e e i L 284 268 300 316 292 356 364 348
5. Personal expenditure on consumer goods and

NETIEES) | o oL - . ol . Y 28,852 29,040 29,684 30,148 | 29,431 30,512 31,344 32,120
6% NduSducablelgoods (RPN e 13,968 14,204 14,440 14,808 14,355 14,720 15,256 15,520
78" “Durabille gootE - T B g A n - e, 3,588 3,464 3,712 3,468 3,558 3,712 3,812 4,116
8. Services(l) .........ve0nn R O 11,296 11,372 11,532 11,872 11,518 12,080 12,276 12,484
9. Personal net 8aVINg .....vvrreniiiniiaeiians 2,600 2,080 2,024 2,020 2,181 3,888 2,436 3,004
10. PERSONAL INCOME ......oveniocnvcranonnnnnns 34,684 34,484 35,160 35,748 35,019 38,172 37,652 39,040
11. (Personal disposable income)(2) ............ (31,452) (31,120) (31,708) (32,168) {(31,612) |(34,400) (33,780)(35,124)

(1) Includes net expenditure abroad.
(2) Personal Income less Total Personal Direct Taxes.
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TABLE 14. Goverument Revenue, by Quarters, 1964 and 1965 Seasonally Adjusted at Annual Rat:is
(millions of dollars)

1964 1965
I 108 111 v Year 1 11 111
1. Direct taxes - PErSONS ..........eeceveneannccnnnnns 302877 3,364 3,452 3,580 3,407 | 3,772 3,872 3,916
PR E A CT Sy 3ok ryepe iz pre g g Lt e e e 2,448 2,552 2,580  2,652| 2,558| 2,724 2,760 2,628
8 Brovineial “and munilcipal | F. . 8. koo i na o 784 812 872 928 849 1,048 1,112 1,288
4, Direct taxes -~ COYPOTALIONS .e...evv-veveoeoncvnoann 1,976 1,976 1,968 2,036 1,989 | 2,068 2,120 2,148
T T T TR B e I 1,484 1,480 1,468 1,496 1,482 1,548 1,580 1,600
6. (Federal tax collections) ................co.a.... (1,392) (1,844) (1,500) (1,684)| (1,605) |(1,532) (1,968) (1,584)
79 REoNATCHENN . E . B LR Y el - e e 3 - 492 496 500 540 507 520 540 548
8 (Provincial tax collections) ....... .- e (424) (524) (488) (508) (486) (540) (568) (552)
Witholding taxes:

TR T R L A A S O 132 140 140 148 140 160 176 160
N Rditect takesh ... ...... % ... .k ol e 6,424 6,608 6,748 6,812 6,648) 7,096 7,300 7,540
THI SRedetal ot B ol b B o S T . s oo o e E 2,696 2,824 2,928  2,940| 2,847] 3,000 3,144 3,344
12. Provincial and municipal(l) ...................... 3,728 3,784 3,820 3,872 3,801 4,096 4,156 4,196
13. Investment INCOME ......c.oivivnrnininieinirnennannans 1,488 1,508 1,484 1,596 1,519 1,584 1,644 1,636
D) " FaleRall § . oo oo to o dug simenos daeasane oo e o 560 524 520 584 547 556 580 580
15) | Pravilnicilal and!imuniic APANE R« « oeiomereiel e cre o sfhiss o oe opsiens 928 984 964 1,012 972 1,028 1,066 1,056
16. Employer and employee contributions to social

insurance and government pension funds ........... 876 900 892 900 892 508 952 948
T Y Fedollrl .. . . opud AL Bead o e e n e 556 568 552 556 558 572 604 584
18. Previnecd al"and munied Rl 2.0 .. L8t s e oo a@Es . - o6 320 332 340 344 334 336 348 364

Transfers from federal:

19. Provincial and minficipal ... ... ..o i, 1,164 1,300 1,264 1,288 1,254 I 3816 1,448 1,308
SO STOTAIMREVENUE. ... b vk sioiadeia s o -« Nt Lo voi’o o s oo v o 15,292 15,796 15,948 16,360( 15,B49| 17,104 17,512 17,656
UL B S BRREIRANL o o1 o2 oas omenst sJEle iaghle, STJe « o SreTuarsl e ast] o sus s1e o5 00 wls Sva 7,876 8,088 8,188 8,376 8,132| 8,560 8,844 8,896
22, PROVINCIAL and MUNICIPAL ......c.ecvevenevnnannnans 7,416 7,708 7,760 7,984 7,717 8,544 8,668 8,760
(1) The quarterly figures of real property taxes unadjusted and seasonally adjusted are obtained by dividing annual totals by

four since real property taxes accrue uniformly throughout the taxation year. Because in recent years, changes in raal
property tax rates have been generslly upwlrd thid Cr@srfwlnt yivis vige th fictitions selsonal between the fourth and
first quarters in the seasonally u#j 4

TABLE 15. Government Expenditure, by Quarters, 1964 and 1965 Seasonally Adjusted st Annual Rates
(millions of dollars)

1964 1965
1 11 111 v Year i¢ 11 111

1. Goods and services .........cceceenesnnsranannnnenns 8,564 8,524 8,544 8,796 8,607 9,120 9,412 9,596
D o B IS S S S —— 3,160 2,996 3,016 2,996 3,062| 3,216 3,184 3,356
BE Nl Defencle) B, . docitioide Bioseie o B eic e e s - suohononees (1,672) (1,544) (1,496) (1,496)| (1,552)|(1,648) (1,556) (1,572)
4, Provincial and municipal ............c.eieiiiain.. 5,404 5,528 5,528 5,800 5,565 5,904 6,228 6,240
S. Transfer payments to persons (excluding interest on

GRa publii'cl deBEl 7. .5 Sal.. o . o o oaleiote s s ae e ohi o 4,148 4,096 4,200 4,192 4,159| 4,520 4,396 4,628
G| e U U SRR I S R R T A S 2,256 2,216 2,236 2,232 2,235| 2,364 2,320 2,332
7. Provincial and municipal .....ceceiiieiierenennonan 1,892 1,880 1,964 1,960 1,924 2,156 2,076 2,296
8. Interest on the public debt .........coeeeveennnnnn. 1,500 1,520 1,528 1,580 1,532 1,604 1,628 1,644
5 s ot S e SRR SRR PR NS 984 988 992 1,016 995 1,052 1,036 1,040
10. Provincial and municipal ...........c.ieiiiicinnn.. 516 532 536 564 537 552 592 604
ISTPET: (alies, .. ..o 0. ... B o LR 284 268 248 468 317 204 240 256
T T e T S (S S L 248 228 208 428 278 164 200 216
1) I T e e L e Y O e S 36 40 40 40 39 40 40 40

Transfers to other levels of government:

[l Ee e Tl T Th v - - o sy S T - S - - T ce s 1,164 1,300 1,264 1,288 1,254 1,516 1,448 1,308
15 Toball lexpendilbnge. & . . X Bl o 8 ovvieiois ioiaieiaioio e sioais 15,660 15,708 15,784 16,324| 15,869 16,964 17,124 17,432
NEL Py, A S R, T S PSR 7,812 7,728 7,716 7,960 7,804| 8,312 8,188 8,252
WA Provincial and municipal ..........cciiiineinnnnnn 7,848 7,980 8,068 8,364 8,065 8,652 8,936 9,180
188 DelfiicitM e ) or surplus {#) L.cv-ccimaeacasanaesaesns - 368 88 164 36 - 20 140 388 224
T e Tl ML i ook o e« Sias o 5 e v o o e ke o o ST - T o 64 360 472 416 328 248 656 644
20. Eroy inehniNend mun EiPANl .. .ao ool ..ol R . - 432 - 272 - 308 - 380 - 348 - 108 - 268 - 420
21. TOTAL EXPENDITURE MINUS DEFICIT OR PLUS SURPLUS .... | 15,292 15,796 15,948 16,360| 15,849| 17,106 17,512 17 .65
k] L MEEDERA I st ot N i L o TL s e o e ol - S 7,876 8,088 8,188 8,376 8,132 8,560 8,844 8,3
23, PROVINCIAL and MUNICIPAL ......ccveveecanunannnnen 7,416 7,708 7,760 7,984 7,717| 8,544 8,668 8,180
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TABLE 16. Source of National Saving, by Quarters, 1964 and 1965 Seasonally Adjusted at Annual Rates
(millions of dollars)

1964 1965
i 11 I11 v Year I 11 I11
1. Personal net BAVANE «..ovceavesereiveeaneoarannens 2,600 2,080 2,024 2,020 2,181 3,888 2,436 3,004
2. Business gross saving ....... of 380 30 SR 000 6,360 7,260 6,968 7,288 6,969 6,548 7,740 7,568
3. Undistributed corporation profits ......... veees | 1,304 1,276 1,048 1,380 1,252 1,516 1,432 1,456
4, Capital consumption allowances and miscellaneous
valuation adjustments .........v..ce0ecnnnn ol S»s5ie 5,580 5,596 5,740 5,607 5,900 6,088 6,052
5. Adjustment on grain transactions(l) ........ cene | - 456 404 324 168 110 - 868 220 60
6. Inventory valuation adjustment ......... SR 0000000N - 140 - 292 88 - 140 - 121 - 184 - 448 - 236
7. Government surplus (+) or deficit (-) ............ - 368 88 164 36 - 20 140 388 224
8. Residual error of estimate ............coivinuennn 52 - 16 - 80 - 132 - 44 - 116 8 - 220
o5 TR - gl g« ~Phans e o o n v o ol et 8,504 9,120 9,164 9,072 8,965 10,276 10,124 10,340
{1) This item is an adjustment bto take account of the acerued earnings of farm dpdrators arising out @f tha opératisins &f the
Canaslm: Vst “nercd Suia miae taoowezs L, Taoia Y.
TABLE 17. Disposition ot National Saving, by Quarters, 1964 and 1965 Seasonally Adjusted at Annual Rates
(millions of dollars)
1964 1965
1 II 111 w Year I II 111
1. Business gross fixed capital formation ........... 8,944 8,828 8,720 9,380 8,968 10,052 10,236 10,776
28 New residential constructionm ................... 2,176 1,908 1,872 2,128 2,021 2,156 2,144 2,160
3. New non-residential comstructiom ............... 3,164 3,244 3,376 3,588 3,343 3,948 4,040 4,348
4. New machinery and equipment .................... 3,604 3,676 3,472 3,664 3,604 3,948 4,052 4,268
5. Value of physical change in inventories ....... 452 448 388 232 380 1,076 936 436
6. Surplus (+) or deficit (-) on curremt account with

non-yestdentd ... . on ool v oy e amad - 844 - 168 - 28 - 672 - 428 - 968 - 1,040 - 1,092
7. Residual error of estimate ........ - 48 12 84 132 45 116 - 8 220
B TRERIS .. 8,504 9,120 9,164 9,072 8,965 10,276 10,124 10,340
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TABLE 18. Gross National Expenditure in Constant (1957) Dollars, by Quarters, 1964 and 1965(1)
Seasonally Adjusted at Annual Rates
(millions of dollars)

1964(1) 1965
I 11 III v Year 1 I1 I11
1. Personal expenditure on consumer goods and
BOIVICEB ...iveuruinenanoneetstcnunuerenans 26,252 26,316 26,812 27,156 26,634 27,384 27,904 28,496
2. Non-durable g00dS .......o.eeienercrararoas 12,900 13,072 13,228 13,572 13,193 13,464 13,796 13,992
3. Durable OOGB ...civivniennraancnaeaaeiaiaan 3,564 3,444 3,716 3,480 3,551 3,716 3,804 4,120
Wy SSEEVACEBR . uiorsersios Pkl B, < oo oo rarsfote /o « 9,788 9,800 9,868 10,104 9,890| 10,204 10,304 10,384
5. Government expenditure on goods and services 7,140 7,076 6,996 7,184 7,099 7,372 7,516 7,608
6. Business gross fixed capital formation ...... 7,684 7,476 7,360 7,848 7,592 8,248 8,288 8,696
7. YNew residential construction .............. 1,796 1,552 1,504 1,692 1,636 1,692 1,656 1,664
8. New non-residential construction .......... 2,764 2,808 2,904 3,048 2,881 3,288 3,292 3,516
9. New machinery and equipment ............... 3,124 3,116 2,952 3,108 3,075 3,268 3,340 3,516
10. Change in inventories .........c.caeiveveeenns (A 424 336 208 353 1,012 896 396
11. Non-farm business inventories ............. 568 596 744 32 485 896 728 660
1h23 Farm inventories and grain in commercial
chiannalBf . . Sl g -5 8 8 R - 124 - 172 - 408 176 - 132 116 168 - 264
13. Exports of goods and services .............. o 9,128 9,648 9,672 9,404 9,463 9,584 9,832 10,020
14. Deduct: Imports of goods and services ....... - 9,472 - 9,364 - 9,436 - 9,740 - 9,503 |- 10,068 - 10,452 - 10,776
15. Residual error of estimate ..............n.0. - 44 12 76 116 40 100 -8 188
16. GROSS NATIONAL EXPENDITURE IN CONSTANT (1957)
T S o IR JIEERIRESIE T 41,132 41,588 41,816 42,176 41,678 43,632 43,976 44,621

(1) See footnote 1, Table 9.
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