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OVERVIEW 
• Pace of Economic Growth 

Maintained in Second Quarter 
Real gross domestic product rose 1.0% in the second 
quarter, slightly higher than the rate of growth 
recorded in the first quarter. The compound annual 
rate of growth for the first six months of 1988 was 
4.2%. 

• Current Account Registers 
Sizeable Deficit 
Following a relatively small deficit in the first 
quarter, the balance of payments registered a 
deficit in the second quarter similar to those 

S recorded since 1986. 

• Foreign Investment in Canadian 
Bonds Reduced 
In June, net foreign investment in Canadian bonds 
dropped to $295 million, well below the average 
monthly investment of $900 million recorded in the 
previous five months. 

• Continued Strength in Average 
Weekly Earnings 
Average weekly earnings were up 5.1% on a year- 
over-year basis in June, the fourth consecutive 
month that the increase was over 5%. 

• Industrial Corporations' 
Profits Rebound 
Following a drop in profits in the first quarter, 
industrial corporations reported a 7.2% gain in 
operating profits for the second quarter of 1988. 

This issue also includes articles on 
Unemployment Insurance Statistics and 
Monthly Gross E)omestic Product. 

srAr,1, 
CANADA 

Pace of Economic Growth 
Maintained in Second Quarter 
Gross Domestic Product in 1981 prices advanced 1.0% 
in the second quarter, up from the 0.8% gain registered 
in the previous quarter. Real output grew at an 
compound annual rate of 4.2% in the first half of 1988, 
relative to the last six months of 1987. 

Real demand growth strenghtened in the second 
quarter. Domestic demand picked up as consumer 
spending rebounded after a weak first quarter. 
Business investment and exports continued to grow 
robustly. The inventory build-up among non-farm 
businesses, and stock liquidation in the farm sector 
continued at a pace similar to that recorded in the first 
quarter. The volume of imports increased very 
substantially, accounting for half of total demand 
growth. 

Personal expenditures on goods and services 
advanced 0.9°k in real terms in the second quarter, a 
rebound from the slight decline in the first quarter. 
Spending on trucks, ' appliances and home 
entertainment equipment grew strongly in the quarter, 
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Pace of Economic Growth 
while outlays on clothing remained relatively weak. 
Higher spending on restaurants, hotels and foreign 
travel boosted consumer services. 

The investment boom continued in the second 
quarter as business spending advanced 4%, the fifth 
quarter of substantial growth. Strong capital spending 
was evident in the forestry, mining, manufacturing and 
utilities industries. 

Residential investment expenditure fell 0.4% in real 
terms in the quarter. New construction activity declined 
for the third consecutive quarter. The drop in new 
construction was partially offset by increased spending 
on alterations and improvements to existing dwellings 
and on real estate commissions. 

The rate of business non-farm stockbuilding was 
relatively high in the second quarter, maintaining the 
pattern of the previous two quarters. The second quarter 
buildup was particularly strong in manufacturing, 
where several industries accumulated stocks of raw 
materials in response to a rising backlog of unfilled 
orders. 

Export and import volumes rose substantially in the 
quarter. Merchandise exports increased at a slightly 
lower rate than merchandise imports, while service 
exports fell and service imports rose. 

The GDP implicit price index rose 0.8%, moderating 
from the 1.0% increase recorded for the first quarter. 
The year-over-year inflation rate was 3.6%. Lower 
import prices, largely as a result of the continuing 
strong Canadian dollar appreciation vis-à-vis the U.S. 
dollar, dampened the increase in domestic prices. 

The slowdown in labour income growth to 1.6% in 
the second quarter reflected, in part, weaker 
employment growth. Corporation profits strengthened, 
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rising 3.3%, to remain 12% above their year-earlier 
level. Uigher interest rates boosted investment income 
2.8%. Continuing strong wheat sales, rising prices and 
large government subsidies contributed to keeping farm 
incomes at a similar level to that reported in the first 
quarter. 

Government sector revenues rose 2.5% in the second 
quarter, led by higher retail sales taxes and increased 
interest and royalty revenues. Total government 
expenditures including transfers, on the other hand, 
recorded almost no increase in the quarter, resulting in 
a substantial drop in government net borrowing. Most of 
the drop occurred at the provincial government level. 
For further information,  order National Income and 
Expenditure Accounts (catalogue number 13-001) or 
contact the Income and Expenditure Accounts Division at 
(613) 951-9155. 

Current Account Registers 
Sizeable Deficit 
Following a relatively small deficit in the first quarter, 
the seasonally adjusted current account deficit 
increased in the second quarter to a level similar to 
those registered since 1986. Dividend receipts, which 
were exceptionally high in the first quarter, declined 
sharply. In addition, there was a sharp increase in the 
deficit on travel. These movements were partially offset 
by increases on both merchandise trade and unilateral 
transfers. 

The current account deficit rose to $2.3 billion, up 
substantially from the previous quarter. This increase 
stemmed entirely from a sizeable advance in the deficit 
on non-merchandise transactions. 

Curtent Account Balance 

(continued on page 3) 



Current Account Registers 

The merchandise trade surplus increased to $2.8 
billion as the growth of exports continued to outpace the 
growth of imports. Higher foreign sales of wheat, 
transportation equipment (notably automobiles) and 
chemicals were primary contributors to the 2.8% 
advance in the value of exports. A rise in imports  

(1.3%) stemmed from higher imports of industrial goods 
which were partly offset by lower purchases of auto 
parts and aircraft. 

Unilateral transfers during the quarter amounted to 
$1.1 billion, the second consecutive quarter of record 
levels. This strength was the result of continuing 
advances in the total value of immigrants' funds 
transferred to Canada and a decline in Canada's official 
contribution. 

In the capital account, which is not seasonally 
adjusted, large net flows of funds continued to be 
recorded in the major accounts. Non-residents continued 
to invest massive amounts in interest-bearing 
instruments, notably Government of Canada paper. 
Official purchases of foreign exchange brought the 
reserve assets to a new record of$ 16.2 billion (US). 
For further information, order Quarterly Estimates of the 
Canadian Balance of International Payments (catalogue 
number 67-00IP) or contact International and Financial 
Economics Division at (613) 951-9050. 

S The deficit in the investment income account ($4.3 
billion) was up sharply from the unusually low level 
that was recorded in the first quarter. Dividend receipts 
contracted markedly, but were still a substantial $1.3 
billion in the second quarter, the second highest level 
onrecord. The widening deficit also reflected higher 
payments of both dividends and miscellaneous income. 
A change in the travel account also made a significant 
contribution to the increase in the deficit on non-
merchandise transactions. Higher payments by 
Canadians travelling in the United States and lower 
receipts pushed the travel deficit to $700 million. 

Foreign Investment in Canadian 	Security Transactions 
Bonds Reduced 	 Feb. Mar. Apr. May June 

In June, net foreign investment in outstanding 
Canadian bonds dropped to $295 million. Although 
substantial, the net investment in the current month 
was well below the average of $900 million a month 
recorded in the previous five months. Much of the 
decline came from lower net investments from Japan. 
Japanese residents have been net investors for three 
consecutive months, contrasting sharply with the 
preceding 12 months when they reduced their holdings 
of outstanding Canadian bonds. 

Non-residents increased their holdings of Canadian 
stocks in June for the first time since September 1987. 
The net investment amounted to more than $200 
million. United States residents were the primary 
investors. 

Canadian residents continued to invest in 
outstanding foreign bonds in June. Including $100 
million in the current month, the net investment over 
the last three months amounts to $800 million. Once 
again U.S. government securities were the favoured 
investment vehicle. 

Net sales 
millions of dollars 

Canadian Securities 
Bonds 1,004 600 1,053 1,088 295 
Common and preferred 

stocks -281 -154 -379 -110 210 

Total 723 448 673 978 505 

Foreign Securities 
Bonds -454 105 -334 -381 .99 
Common and preferred 

stocks 68 -155 -319 324 17 

Total .387 .49 .4353 -57 -82 

For further information, order Security Transactions 
with Non-residents (catalogue number 67-002) or contact 
International and Financial Economics Division at (613) 
951-9052. 
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Continued Strength in Average 
Weekly Earnings 
Average weekly earnings increased 5.1% in June from a 
year earlier. This represents the fourth consecutive 
month of annual growth over 5%. Industrial aggregate 
employment grew 1.2% from June 1987, lower than the 
1.9% year-over-year increase recorded in May. 

The year-over-year growth in average weekly 
earnings in the service-producing industries has 
outpaced that of the goods-producing industries for eight 
consecutive months. In June, the higher growth in 
services was led by community, business and personal 
services. Transportation, communication and other 
utilities reported an acceleration in its year-to-year 

Average Weekly Earnings 
tivii*i.l Anntti$\  

growth for the fifth consecutive month. Among goods-
producing industries, manufacturing registered its 
highest year-to-year growth in earnings since December 
1985. The mining industry continued to report large 
increases. 

Newfoundland, Prince Edward Island and New 
Brunswick experienced larger than usual increases in 
average earnings in June, whereas smaller than usual 
increases were observed in Nova Scotia, Quebec, 
Alberta, Saskatchewan and British Columbia. Prince 
Edward Island and Ontario reported their highest year-
to-year increases since the survey began in 1983- 

Trends in average weekly earnings are affected not 
only by changes in underlying rates of pay, but also by 
changes in the length of the workweek , monthly 
variations in the amount of overtime worked, the 
proportion of part-time to full-time workers, work 
stoppages, as well as movements between industries, 
provinces and occupations. 

Employment registered its lowest yearly increase 
since January, with the deceleration evident in both the 
goods- and services-producing industries. Mining and 
manufacturing led this trend among goods-producing 
industries, while transportation, communication and 
other utilities contributed to weaker employment 
growth in services. Community, business and personal 
services reported its third consecutive year-to-year 
decline. Some stre,ithn og ill construct int'. \Vt5 noled 
in June. 

Weaker employ men growth was 	crvel n Prncc 
Edward Island, New Brunswick and Ontario, whereas 
some strengthening was evident in Manitoba. 
For further information,  order Employment, Earnings 
and Hours (catalogue number 72-002) or contact Labour 
Division at (613)951-4090. 

Industrial Corporations' 
Profits Rebound 
In the second quarter, operating profits of industrial 
corporations were 7.2% higher than in the previous 
quarter. Profits had slipped in the first quarter (4.5%) 
after growing an average of 10.8% in each quarter of 
1987. Sales also rallied (1.2%) after recording slower 
growth in the first quarter. 

The transportation equipment and metal mining 
industries accounted for almost half of the second 
quarter increase in operating profits. Operating profits 
in the transportation equipment industries climbed to 
$472 million, continuing the pattern of large gains 
recorded in the two preceding quarters. The metal 
mining industries recorded a profit of $647 million in 
the second quarter. Significant advances in base metal 
prices were the main contributors to the turnaround in 
this industry which registered a loss of $58 million in 
the first quarter of 1987- 

(continued on page 5) 



Industrial Corporations' Profits Rebound 

Pretax profits (which include investment income 
and other gains) remained vitually flat following a drop 
of 1.9% in the first quarter and average quarterly 
increases of 10.2% in 1987. A decrease in foreign 
dividend receipts prevented any growth in pre-tax 
profits in the second quarter of 1988. 

For further information, order Industrial Corporations: 
Financial Statistics (catalogue number 61-003P) or 
contact Industrial Organization and Finance Division at 
(613) 951-9843. 

U.I. Beneficiaries Receiving 
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Unemployment Insurance Statistics 
The number of beneficiaries receiving regular 
unemployment insurance benefits totalled 870,000 in 
June, a 1.9% increase from the preceding month. While 
the number of beneficiaries has remained generally on a 
downward trend since August 1986, the rate of decrease 
has been slowing since last fall. 

Most provinces registered an increase in the number 
of beneficiaries in June, with notable increases reported 
in the Yukon (11.5%), Ontario (3.0%), Saskatchewan 
(2.7%) and Alberta and Manitoba (2.4%). 

Benefits paid during the first half of 1988 totalled 
$6,002 million, up 4.4% from the corresponding period 
in 1987. The year-to-date change resulted from a 6.1% 
increase in the average weekly benefit payment to 
202.58, which was partially offset by a 1.6% decrease in 

Is t he number of I nefh w('fk. 

For furher i,t/o motion. order Unemployment ins urnnc€' Statistics (catalogue number 73-001) or contact Labour 
Division at (613) 951-4045. 

Monthly Gross Domestic Product 
by Industry 
Gross domestic product by industry (1981 prices) rose 
0.2% in June, the third advance in four months. The 
average monthly growth rate for the last three months 
was 0.2%. Output in the service-producing industries 
grew at a pace similar to the previous month. 
Production dropped in the goods-producing industry, 
after registering a significant increase in May. 

Real Gross Domestic Product 

Feb. Mar. Apr. May June 

% change, previous month 

Real Gross Domestic Product 
	

0.2 0.7 .0.1 	0.6 0.2 

Goods-producing industries 	0.2 	0.0 .0.1 	0.9 -0.3 
service.producing industries 	0.3 	1.1 .0.2 	0.4 	0.5 

Output in the service-producing industries 
increased 0.5% in June, slightly higher than the 
average monthly advance in the first five months of the 
year. 
Output in the goods-producing industries fell 0.3% 
during the month, following a large increase in May. 
Declines were registered in the mining, construction 
and forestry industries, but a 0.7% rise in the 
manufacturing industries partially offset the effect of 
these decreases in production. Output in manufacturing 
has risen for three consecutive months. Most of the 
growth in the current month was due to increased 
production of durable goods. 
For further information, order Gross Domestic Product 
by Industry (catalogue number 15-001) or contact 
Industry Measures and Analysis Division at (613) 951-
3673. 
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Regional Reference Centres 
Statistics Canada's regional reference centres provide a full range of the bureau's products and services. 

Each reference centre is equipped with a library and a sales counter where users can consult or purchase our 
publications, microcomputer diskettes, microfiche, maps and more. 

Each centre has facilities to retrieve information from Statistics Canada's computerized data retrieval 
systems CANSIM and Telichart. A telephone inquiry service is also available with toll free numbers for regional 
clients outside local calling areas. Many other valuable services - from seminars to consultations — are offered. Call 
or write your regional reference centre for information. 

Newfoundland and Labrador Ontario Saskatchewan 
Advisory Services Advisory Services Advisory Services 
Statistics Canada Statistics Canada Statistics Canada 
3rd floor 10th Floor 530 Midtown Centre 
Viking Building Arthur Meighen Building Regina, Saskatchewan 
Crosbie Road 25 St. Clair Avenue East S41? 2B6 
St. John's, Newfoundland Toronto, Ontario Local calls: 780-5405 
Al B 3P2 M4T 1 M4 Toll free service: 1-800-667-7164 
Localcalls: 772-4073 Localcalls: 973-6586 
Toll free service: 1-800-563-4255 Toll free service: 1.800-268.1151 

Alberta and the Northwest 
Territories 

Maritime Provinces National Capital Region Advisory Services 
Advisory Services Advisory Services Statistics Canada 
Statistics Canada Statistical Reference Centre (NCR) 2nd Floor 
North American Life Centre Statistics Canada Hys Centre 
1770 MarketStxeet Lobby 11010 - 101 Street 
Halifax, Nova Scotia R.H. Coats Building Edmonton, Alberta 
B3J 3M3 Holland Avenue T5H 4C5 
Local calls 	4265331 Ottawa, Ontario Local calls: 495-3027 
Toll free service 	I -0O-557 I 9.) K1A 016 Toll free service: 1-800-282-3907 

Local calls: 951-8116 N.W.T. - Call collect (403) 495-3028 S Ifoutside the local calling area, 
Quebec please dial the toll free number for 
Advisory Services your province. Southern Alberta (Calgary) 
Statistics Canada Advisory Services 
200 René Levesque Blvd. W. Statistics Canada 
Guy Favreau Complex Nipissing Region Box 2390 Station M 
Suite 412 East Tower Advisory Services Room 245 
Montreal, Quebec Statistics Canada 220 4th Avenue South East 
H2Z 1X4 Civic Administration Centre Calgary, Alberta 
Local calls: 283-5725 225 Holditch Street T2P 3C 1 
Toll free service: 1-800-361-2831 Sturgeon Falls, Ontario Local calls: 292-6717 

P01-f 2G0 Toll free service: 1-800-472-9708 
Local calls: 753-4888 
If outside the local calling area, 
please dial the toll free number given British Columbia and the Yukon 
for Ontario residents. Advisory Services 

Statistics Canada 
3 1d Floor 

Manitoba Federal Building, Sinclair Centre 
Advisory Services 757 West Hastings Street 
Statistics Canada Suite 440F 
6th Floor Vancouver, B.C. 
General Post Office Building V6C 3C9 
266 Graham Avenue Local calls: 666-3691 
Winnipeg, Manitoba Toll free service: 1-800-663-1551 
113C 0K4 (except Atlin, B.C.) 
Local calls: 983-4020 Yukon and Atlin, B.C. 
Toll free service: 1-800-542-3404 Zenith 08913 
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LATEST MONTHLY STATISTICS 
%Changv 

Previous From Year 
Month Ago 

EMPLOYMENT, INCOME 
Average Weekly Earnings s June' 464.39 46211 5.1 
Labour Income 5 million) May 26,058 25,395 6.6 
Persons withJobs (million) July 13.87 13.67 2.2 
Unemployed (thousand) July 1,052 973 -9.2 

INVENTORIES 
Department Store $ million) June 4,320 4,530 1.2 
Manufacturers' Owned $miHion June 37,205 37,577 6.1 

ORDERS 
Manufacturers' New Orders ($millioffl June 26,255 26,320 10.8 
Manufacturers' Unfilled Orders ($ million) June 28,034 27,813 22.9 

PRICES 
Consumer Price Index (1981=100) June 144.5 143.6 3.8 
New House Price Index (1981=100) June 131.2 130.0 9.7 
Raw Materials Price Index U981=100 July' 100.1 100.3 -4.7 

Exci. minerals fuels July' 115.6 116.1 4.6 
Industrial Product Price Index U981=100 	. July' 127.8 127.6 3.7 

CONSTRUCTION Year-to-date 
Building Permits ($ million) Mar. 2,594 6,305 7.5 
Housing Starts - Urban Centres (units) June 19,046 91,319 -14.2 

ENERGY 
Coal Production (thousand tonnes) May 5,553 29,548 25.2 
Electricity Generation 	gigawat.t hours) May 36,668 216,106 2.9 
Natural Gas Production (million cubic metres) May 9,535 54,569 15.0 

FOREIGN TRADE 
Exports - Customs Basis ($million) June 12,593 69,860 13.8 
Imports - Customs Basis $ million June 10,898 67,996 18.6 

SALES 
Department Store Sales CS million) June 1,066 5,461 0.2 
Manufacturers' Shipments ($ million) June 26,033 144,937 9.7 
New Motor Vehicle Sales (units, thousands) June 151 836 2.7 
Refined Petroleum Products (thousand cubic metres) July' 6,706 46,103 1.0 
Retail Sales (Smillion) June 14,403 77,608 8.2 
Stattstics are in current dollars and are not seasonally adjusted. 
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