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OVERVIEW 
• Composite Leading Indicator: 

Largest Drop in Three Years 
In September, the composite leading indicator 
fell by 0.5%, the eighth consecutive drop. 

• Second Consecutive Quarterly Drop 
in GDP 
Real GDP dropped 0.3% in the third quarter, as 
it had in the second quarter. 

• GDP Declines: Impact by Industry 
Varies 
Gross Domestic Product at factor cost by 
industry, at 1986 prices tumbled 0,8% in 
September after sliding 0.4% in August. 

• Lowest Current Account Deficit in 
Over One Year 
The seasonally adjusted current account deficit 
amounted to $3.4 billion, the lowest deficit in 
the last year and a half. 

Composite Leading Indicator: 
Largest Drop in Three Years 
In September, the composite leading indicator fell 
by 0.5%, after dropping 03% in August and July. 
The September increase was the largest in three 
years. 

All components related to household demand 
continued to decline. The housing index fell 3.8% as 
housing starts declined further and sales of existing 
homes showed renewed weakness. Sales of furniture 
and appliances, automobiles, and other durable 
goods continued to drop as employment fell 0.3% and 
energy prices jumped. Employment in services 
decreased for the first time in over a year. 

The sharp fall of automobile sales in Canada 
and the U.S. resulted in fewer new orders and the 
announcement of widespread layoffs for December. 
Other industries, including the export-oriented and 
construction industries, showed weakness. The 
overall ratio of shipments to stocks of finished pro-
ducts and the average workweek were unchanged, 
after increasing during the summer. 

(continued on page 2) 

Composite Leading Indicator 

• Funds Raised By Non-financial 
Private Corporations Still Falling 
Non-financial private corporations reduced 
their demand for funds in credit markets by 
24.4% in the third quarter, continuing the trend 
of the previous four quarters. 

• Sustained Growth in Earnings 
In September, average weekly earnings rose 
5.3% over a year earlier. 

This issue also contains information on the 
. 	Industrial Product Price Index and the 

Raw Materials Price Index.  
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Composite Leading Indicator Posts Largest 
Drop in Three Years 

Financial market indicators registered further 
marked declines in September. The Toronto Stock 
Exchange price index maintained its downward 
trend and has posted a cumulative drop of 20% since 
December. The real money supply dropped 1%. 

The United States leading indicator fell by 0.2%. 
For further information, order the Canadian 
Economic Observer (catalogue number 11-010) or 
contact Current Analysis Section at (613) 951 -3627. 
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Second Consecutive Quarterly 
DropinGDP 
Real GDP dropped 0.3% in the third quarter, as it 
had in the second quarter. 

The decline in economic activity, underway 
since the spring, has been focused most sharply on 
business investment. Business plant and equipment 
spending fell 3.2% in real terms during the third 
quarter, the second consecutive large quarterly drop 
after a three-year investment boom. Business non-
residential construction activity remained essen-
tially unchanged in real terms while outlays for 
machinery and equipment dropped 5.4%, mainly 
reflecting lower purchases of transportation equip-
ment and industrial machinery. The value of non-
farm business inventories, at 1986 prices, shrank for 
the second quarter in a row. Most of the liquidation 
was in manufacturing industries and part of it was 
attributable to a drop in stocks in the steel industry, 
where production was curtailed by strikes. 

Residential investment fell 7.8% in real terms 
during the third quarter. New construction work 
dropped sharply as housing starts continued to fall. 
Spending on alterations and improvements to 
existing dwellings also declined. The real estate 
commissions component of residential investment 
stabilized after declining in the first and second 
quarters. 

GDP at 1986 Prices 

% change, previous quarter 
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Real personal expenditure on consumer goods 
and services rose 0.3% following a decline of 0.4% in 
the second quarter, resulting in no net growth since 
the start of the year. The moderate increase in the 
third quarter reflected a hefty increase in disposable 
income, which had been depressed by high income 
tax payments in the second quarter. This increase 
was tempered by the decline of consumer confidence, 
and, as a result, consumers saved rather than spent. 

The advance in consumer spending was con-
centrated in services, as total outlays for goods 
remained near their second quarter level. Non-
durable goods purchases increased, while consumers 
cut back on expenditures on durable and semi-
durable goods. The personal saving rate rose to 
11.5%, from 9.6% in the second quarter. 

Final government spending rose by 1.5% 
overall. Government non-residential construction 
investment rose considerably, as did government 
current expenditure on goods and services. 

Exports, although they grew in the first half of 
the year, were generally listless in the third quarter 
as the United States economy slowed. 

Wages, salaries and supplementary labour 
income grew 0.9% during the third quarter, the 
smallest quarterly increase since early 1983. An 
increase in wage rates was moderated by a second 
consecutive decline in paid worker employment. 
Corporation profits before taxes fell 1.0% from the 
second quarter level. Declines were widespread 
among non-energy industrial corporations. 

Interest and miscellaneous investment income 
rose 2.2% in the quarter. Net  income of non-farm 
unincorporated business increased by 0.1%. The net 
rents component rose 0.7%. The accrued net income 
of farm operators from farm production rose 11.3%, 
the second consecutive increase following two 
quarters of decline. 

In the government sector accounts, total 
revenue fell sharply and total expenditure rose 
1.9%. The result was a substantial increase in the 
overall government sector deficit to $28.7 billion 
(seasonally adjusted at annual rates), compared to 
$14.7 billion in the second quarter and $25.6 billion 
in the first quarter. 
For further information, order National Income and 
Expenditure Accounts (catalogue number 13-001) or 
contact Income and Expenditure Accounts Division. 
at(613) 951-9155. 
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GDP Declines: Impact by 
Industry Varies Output by Sector 

3 
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GDP at factor cost by industry tumbled 0.8% in 
September and 0.4% in August. These were the 
largest back-to-back declines since April of 1982. 
Fluctuations prior to August had resulted in little 
change between December 1989 and August. 
Strikes in iron and steel, paper, and motor vehicles 
contributed to the declines in August and 
September. Excluding these industries, output fell 
0.2% in August and 0.5% in September. 

Goods production declined by 1.9% to its lowest 
level since October 1987. Manufacturers reduced 
output 1.9% in September following a decline of 
1.2% in August. Manufacturers of motor vehicles 
slashed output 24.9%, partly due to a strike, but also 
reflecting weak motor vehicle sales in recent 
months. A 3.4% drop in parts production followed 
an increase in August. 

Cutbacks of 2.5% in August and 6.5% in 
September in paper and allied products left output 
in this industry at its lowest level since November 
1986. 

Widespread declines elsewhere in manufac-
turing included machinery, non-metallic mineral 
products, fabricated metals, and chemicals. 

Construction output dropped 3.2%, the third 
consecutive monthly decline and the largest since 
April 1987. Residential construction output fell 
5.8% to its lowest level since January 1987. Non-
residential building construction sagged 3.1% as 
industrial building activity fell sharply. Other 
construction, which had bolstered output in the first 
half of the year, fell 1.8% in September. 

Industries related to construction such as 
forestry, manufacturers of wood products, asphalt 
roofing, clay and concrete, paint, carpets and floor 
tiles, all pared production in September. A 2.0% 
drop in mining output contributed to the slump in 
goods production. 

Lowest Current Account Deficit 
in Over One Year 
In the third quarter, the seasonally adjusted current 
account deficit amounted to $3.4 billion, the lowest 
deficit in the last year and a half. The deficit was 
made up of a merchandise trade surplus of $3.2 
billion and a deficit of $6.6 billion on non-
merchandise transactions. 

The deficit on investment income amounted to 
$6.3 billion, down from the $7.1 billion deficit of the 
previous quarter, reflecting a drop of $811 million in 
dividend payments. 
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Production by brewers and distillers rose by 
7.3%. Refined petroleum output rose by 8.4% to its 
highest level since September 1983. 

A 0.2% decline in services was the largest since 
October 1986. Wholesale trade fell by 1.6%, the 
seventh consecutive decline. Retail trade slipped 
0.4%, reflecting lower sales by motor vehicle 
dealers, service stations, and men's clothing stores. 

Transportation and storage output fell 1.4%, the 
largest decline since February 1990. Output by the 
communications industry fell 0.8%, led by cutbacks 
in postal services and a reduction in telephone 
calling. 

Lower activity by security brokers and real 
estate developers led a 0 2% decline in finance, 
insurance and real estate Community, business 
and personal services increased 0.5% largely due to 
growth in amusement and restaurant services. 

For further information, order Gross Domestic 
Product by industry (catalogue number 15-001) or 
contact industry Measures and Analysis Division, at 
(613) 951-9164. 

The relatively high surplus on merchandise 
trade was maintained. Merchandise exports 
decreased by 2.7%, contrasting with the relatively 
strong advances over the previous two quarters. 
Merchandise imports also declined by 2.7%, 
following two quarters in which imports showed 
little change. 

International travel again produced a record 
deficit. The current quarter deficit of $1.2 billion 
was due to higher payments as receipts were 
unchanged. This rise in the travel account deficit 
was more than offset by a larger inflow of 
immigrants' funds to Canada. The surplus on 

(continued on page 4.) 
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Lowest Current Account Deficit in Over One 
Year 
unilateral transfers amounted to $1.8 billion com-
pared to $1.6 billion in the second quarter, reflecting 
more immigrants' funds from Asian countries, 
especially Hong Kong. 

In the capital account, which is not seasonally 
adjusted, non-residents invested more in Canadian 
bonds and money market instruments (principally 
Government of Canada issues) than in the first half 
of the year. Non-residents purchased a net $3.7 
billion of Canadian bonds, up from the quarterly 
average of $2.4 billion recorded earlier in the year. 
Net  purchases by non-residents of Government of 
Canada treasury bills were also substantial ($2.2 
billion), in contrast to net disinvestments in the 
previous two quarters. 

For the second consecutive quarter, non-
residents reduced their holdings of Canadian stocks, 
selling a net $522 million in the third quarter. 
During the quarter, Canadian stock prices, as 
measured by the TSE 300 Composite Index, fell 10%. 

Direct investment activities, both in Canada 
and abroad, remained subdued with foreign direct 
investment in Canada producing a net inflow of 
$923 million whereas a net outflow of $569 million 
was recorded on Canadian direct investment 
abroad. 

Current Account Balances 
(millions of dollars, seasonally adjusted) 

1989 1990 

Q3 	Q4 Qi Q2 Q3 

Merchandise 	 1.893 	1.275 1,697 3.298 3.200 

Services 	 1.805 	-1.971 -1,967 1.982 .2.141 

Investment income 	-5.521 	-5.273 -5,494 7.115 -6,341 

Transfers 	 1.241 	1.311 550 1,578 1,843 

Current Account 
Balance 	 4,198 	4.663 -5.214 4,202 .3,439 

Canada's international reserves reached a 
record level of $21.4 billion at the end of August. 
Over the quarter this produced a net outflow of $3.5 
billion. 

Although the Canadian dollar continued to 
appreciate against the United States dollar, it 
weakened against other major currencies during the 
quarter. 
For further information, order Canada's Balance of 
International Payments (catalogue number 67-001) 
or contact Balance of Payments Division, at (613) 
951 -9055. 
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Funds Raised By Non-financial 
Private Corporations Still Falling 
Non-financial private corporations sharply reduced 
their demand for funds in credit markets by 24.4% 
during the third quarter, continuing the trend of the 
previous four quarters. In the third quarter the 
amount of funds raised by that sector was two-fifths 
of the amount raised in the second quarter of 1989. 
The decline reflected slowing fixed capital formation 
and reduction in inventory. Shorter-term financing 
dropped sharply, while new issues of bonds and 
stocks remained weak. 

Funds raised by persons and unincorporated 
businesses fell further, contributing to a cumulative 
drop of 45.7% since the fourth quarter of 1989. New 
mortgage borrowing by the personal sector dropped 
38.7% in the third quarter, in line with slowing 
residential construction. Demand for consumer 
credit increased from the previous quarter, but 
remained well below that of a year earlier. 

Funds raised by non-financial government 
business enterprises dropped 48.7% from the second 
quarter. 

Funds Raised by Non-financial Sectors 
(millions of dollars) 

1989 	1990 

Q3 Q4 Ql Q2 Q3 

Persons and unincor- 
porated businesses 34,460 40.336 37,444 26.580 21,892 

Non-financial private 
corporations 53,036 45.208 43,964 30,288 22.888 

Non-financial 
government 
enterprises -260 256 7.648 11.656 5,972 

Federal government 16.080 17.248 9.824 12.752 36.612 

Total Borrowing 	113,728 114,800 105,552 92,528 	98,048 

The federal government, with an increased 
deficit financing requirement, was the only sector to 
increase its borrowing during the quarter. Funds 
raised by the federal government almost tripled 
from the second quarter. Both treasury hills and 
bonds were issued. 
For further information, contact Financial h'!nw.s 
Section at (613) 951- 9043. 
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Sustained Growth in Earnings 
In September, average weekly earnings rose 5.3% 
over a year earlier. 

Earnings in the goods-producing industries 
decelerated for the second consecutive month, 
posting a year-over-year growth of 5.3%, compared 
to an average of 6.0% in the previous six months. 
This was largely attributable to earnings in 
manufacturing which decelerated for the fourth 
consecutive month to a year-over year-rate of 4.8%; 
and to mines, quarries and oil wells, for which 
earnings grew by only 3.7%, a second consecutive 
month of deceleration. 

The year-over-year increase in earnings in the 
service-producing industries was 6.1% in 
September. This is up slightly from an average of 
5.6% in the previous seven months. The year-to-
date growth in earnings for non-commercial services 
(5.6%) indicated a strong acceleration relative to 
last year's annual average (3.6%). Growth in 
earnings for commercial services (6.7%) decelerated 
for a fifth consecutive month but remained stronger 
than the increase in services-producing industries. 

Earnings growth in transportation, communica-
tion and other utilities accelerated for the sixth 
consecutive month, from a year-over-year increase 
of 1.7% in March to 5.9% in September. 

Average Weekly Earnings 

change, prevIous year 
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In the goods-producing industries, employees 
paid by the hour worked an average of 39.0 hours 
per week and earned on average $15.33. In service-
producing industries, hourly-paid employees 
worked on average 28.3 hours and earned $11.42 per 
hour. 
For further information, order Employment, 
Earnings and Flours (catalogue number 72-002) or 
contact Labour Division at (613) 951 -4090. 

Industrial Product Price Index 
Posts Third Consecutive Gain 
The Industrial Product Price Index rose 0.3% in 
October, following increases of 0.7% in September 
and 0.1% in August. 

The petroleum and coal products price index 
rose 6.6%, after increases of 3.2% in September and 
1.9% in August. These increases reflected higher 
prices for most petroleum products. 

The autos, trucks and other transportation 
equipment index rose 0.8%. A price increase for 
Canadian-made automobiles, related to the 
introduction of the 1991 models, was tempered by 
the drop in the U.S/Canada exchange rate, which 
affects export prices. 

The chemicals and chemical products index 
increased by 1.2% in October, a second strong 
increase after nine months of little change. The 
October increase reflected higher prices for organic 
industrial chemicals and synthetic resins. 

After three months of increases, the primary 
metal products index declined 1.9% in October. 
Decreases for nickel products, copper and copper 
alloy products and other non-ferrous metal products 
were partially offset by an increase for aluminum 
products. 

The index for lumber, sawmill and other wood 
products declined for a fifth consecutive month, this 
time by 1.6%. Lower prices for softwood lumber, 
softwood veneer and plywood and pulpwood chips 
led the way. 
For further informatwn, order Industry Price 
indexes (catalogue number 62-011) or contact Prices 
Division, at (613) 951 -96(37. 
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Petroleum Prices Still Boosting 
Raw Materials Price Index Raw Materials Price Index 

The Raw Materials Price Index rose 7.7% in 
October, following an 8.4% increase in September 
and a small advance in August. As in September, 
the increase was due to higher crude oil prices. The 
RMPI excluding the mineral fuels declined 1.5%. 
All component indexes apart from animal and 
animal products fell. 

The mineral fuels index was up sharply, mainly 
as a result of an estimated 24.6% increase in crude 
mineral oil prices. Oil prices had increased by 
31.1% in September and by 25% in August. 

The animal and animal products index was up 
1.8% after declining three months. The October 
increase was mainly attributable to higher prices 
for cattle for slaughter and hogs. 

Non-ferrous metals prices were down 6.6%, the 
largest monthly decline since May 1989. Lower 
prices were observed for virtually all metals and 
metal concentrates. 
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The vegetable products index declined 2.4% as 
prices for most products either decreased or did not 
change. Grain prices declined for the fifth month in 
row, led by a 12.0% drop in corn prices. 
For further information, order industry Price 
Indexes (catalogue number 62 -011) or contact Prices 
Division, at (613) 951 -9607. 

% change, previous month 
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DjvjsjonJPubljcation title Period Catalogue 
Number 

Canada 
($Cdn.) 

Price: Issue/Subscription 

United 	Other 
States 	Countries 

sus 

AGRICULTURE 

Field Crop Reporting Series - N0 .8 
November Estimate of Production 
of Principal Field Crops, Canada 1990 22-002 12/80 14/96 16/112 

The Dairy Review September 1990 23-001 12.20/122 14.60/146 17.10/171 

BALANCE OF PAYMENTS 

Security Transactions with Non.Residents September 1990 67.002 15.80/158 19/190 22.10/221 

DEMOGRAPHY 

Postcensal Annual Estimates of Population 
by Marital Status, Age, Sex and 
Components of Growth for Canada, 
Provinces and Territories June 1,1990 91-210 29 35 41 

EDUCATION, CULTURE AND TOURISM 

Salaries and Salary Scales of Full-ume 
TeachingStaffatCanadianuniversities 1987-88 81-258 22 2 6 31 

HOUSEHOLD SURVEYS 

Income Distributions by Size in Canada 1989 13-207 40 48 56 
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DivisionlPublication title Period Catalogue 

Number 
Canada 
($Cdn.) 

Pr 	e: Issu/Subscriptton 

United 	Other 
States 	Countries 

st-Is 

INDUSTRY 

Asphalt Roofing October 1990 45-001 5/50 6/60 7/70 
Canned and Frozen Fruits and Vegetables 

- Monthly September 1990 32-011 5150 6/60 7/70 
Crude Petroleum and Natural Gas Production August 1990 26-006 10/100 12/120 14/140 
Department Store Monthly Sales, Including 

Concessions, by Province and Metropolitan 
Area September 1990 63-004 2.70/27 320/32 3.80/38 

Electric Lamps (Light Bulbs and Tubes) October 1990 43-009 5/50 6/60 7/70 
Electric Power Statistics September 1990 57-001 10/100 12/120 14/140 
Electric Power Statistics. Inventory of 

Prime Mover and Electric Generating 
Equipment as December31, 1989 57-206 27 32 38 

Gas Utilities August 1990 55-002 12.70/127 15.20/152 17.80/178 
Gypsum Products October 1990 44-003 5/50 6/60 7170 
Mineral Wool Including Fibrous Glass 

Insulation October 1990 44-004 5/50 6/60 7/70 
Primary Iron and Steel September 1990 41-001 5/50 6/60 7/70 
Production and Inventories of Process 

Cheese and Instant Skim Milk Powder October 1990 32-024 5/50 6/60 7170 
Production and Stocks of Tea. Coffee September 1990 32-025 6.75/27 8/32 9.50/38 

and Cocoa 
Production, Sales and Stocks of Major 

Appliances October 1990 43-010 5/50 6/60 7/70 
Production. Shipments and Stocks on Hand Quarter ended 

of Sawmills Eastofthe Rockies September 1990 35-002 10/100 12/120 141140 
Corrugated Boxes and Wrappers October 1990 36-004 5/50 6160 7/70 
Quarterly Shipments of Office Quarter Ended 
Furniture Products September 30, 1990 35-006 6.75/27 8/32 9.50/38 
Refined Petroleum Products. August, 1989 45-004 18.20/182 21.801218 25.50/255 
Rigid Insulating Board (Wood Fibre Products) October 1990 36-002 5/50 6/60 7170 

The Sugar Situation October 1990 32-0 13 5/50 6/60 7/70 

INTEGRATION AND WEALTH 
ACCOUNTS 

Canadian Economic Observer 	 November 1990 	11-010 	22/220 	26/260 	31/310 

INTERNATIONAL TRADE 

Exports by Commodity September1990 65.004 55.10/551 66.10/661 77.101771 
Imports by Commodity September, 1990 65-007 55.10/551 66.10/661 77.101771 
Imports by Country January- 

September1990 65-006 82.75/331 99.25/397 115.75/463 
Summary of Canadian International Trade September1990 65-001 18.20/182 21.801218 25.501255 

IN VESTMENT AND CAPITAL STOCK 

Building Permits 	 September 1990 	64-00 1 	22.10/22 1 	26.50/265 	30.90/309 

SERVICES, SCIENCE AND 
. 	TECHNOLOGY 

Telephone Statistics 	 September 1990 	56-002 	8.30/83 	10/1 00 	11.60/116 
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CURRENT TRENDS* 

Gross Domestic Product 

° change, previous month 
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Gross Domestic Product at factor cost by 
industry, at 1986 prices tumbled 0.8% in 
September after sliding 0.4% in August. 

Consumer Price Index 

% change, previous year 
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In October, the Consumer Price Index increased 
4.8% year-over-year. 

Composite Leading Indicator 

% change, previous month 
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In September, the composite leading indicator fell 
by 0.5%. the eighth consecutive drop. 

Unemployment Rate and Employment 

Unemploy- 	 Millions 
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In October, the unemployment rate increased 0.4 
points to 8.8, the highest level since mid-1987. 

Manufacturing 

Billions of dollars 

32—  
Unfilled orders 
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Shipments and orders decreased in September in 
response to strikes and weakness in the demand 
for manufactured products. 

Merchandise Trade 

Billions of dollars 

Exports 

imports 
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Exports increased by 3.6% in September. 
Imports fell for a second straight month. 

All series are seasonally adjusted except the consumer price index 



9 

LATEST MONTHLY STATISTICS 
Change Change 

Irevious Previous 
Period Level Period Year 

GENERAL 
Gross Domestic Product ($ billion, 1986) Sept.* 506 -0.7% -0.8% 
Composite Leading Indicator (1981 = 100) Sept.* 142.4 -0.5% -1.7% 
Profits of Industrial Corporations ($ billion) 3rd Q 5.2 13.6% -29.5% 

DOMESTIC DEMAND 
Retail Trade ($ billion) August 16,3 -0.2% 0.3% 
New Motor Vehicle Sales ('000 units) Sept. 109 -2.6% -17.3% 

LABOUR 
Employment (millions) October 12.6 -0.3% 0.2% 
UnemploymentRate(%) October 8.8 0.4 1.3 
Participation Rate (%) October 67.1 0.0 0.1 
Labour Income ($ billion) August 31.9 0.2% 6.4% 
Average Weekly Earnings ($1 August 519.03 0.80h, 6.0% 

INTERNATIONAL TRADE 
Merchandise Exports ($ billion) Sept. 12,2 3.6% 4.0% 
Merchandise Imports ($ billion) Sept. 10.8 -2.1% -4.0% 
Merchandise Trade Balance ($ billion) Sept. 1.5 0.8 0.9 

MANUFACTURING 
Thipments ($ billion) Sept. 24.3 -0.8% -4.9% 
New Orders ($ billion) Sept. 24.2 -1.6% 5.0% 
Unfilled Orders ($ billion) Sept. 27.7 -0.6% -7.4% 
lnvent.ory/ Shipments Ratio Sept. 1.53 0.02 0.03 
Capacity Utilization (%) 2nd Q 79.7 -0.5 -5.3 

PRICES 
Consumer Price Index (1986=100) October 121.2 0.8% 4.8% 
Industrial Product Price Index (1986= 100) Oct.* 110.3 0.3% 1.2% 
Raw Materials Price Index (1986=100) Oct. 127.6 7.7% 19.7% 
New Housing Price Index (1986= 100) Sept. 139.3 .1.3% -2,6% 

Note: All series are seasonally adjusted with the exception of average weekly earnings and the price indexes. 
* New this week. 
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