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The Bconomic Situation in Canada 

in the Tiret Six Month. of 1937, 
an conpered with the se period of 1936. 	
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OARDTL'H 

YEAR 

Constructive factcrs dominate1 the economic sivation of Canada during the 
first half of 1937,  and a greater mc-aure of pr 	ity wac c-n yed than in any year 
since 1930.  Advances were recordod in mosb factors regarded as siificant in the study 
of cyc1cal fluctuatons. Productive operations were p&rticularly strong reaching a 
new high point cince predepression years. 

The period under review was ciaracteriz'd by,  rcarkei gains in the deposit 
liabilities and readily available assets of the charcred be.nk3. D.e tc the rclatively 
low level of current loans, security holdtngs r3se to a new hiricalmaxi.imam, Crrent 
and call loans, however, recorded gains in tho first half of 1937 reversing the trend of 
the last six years. 

The advance in wholea1e prices wa s cor.tziued in the ±irst quarter of the year, 
practically restoring pro-depression re1atiouship between prices for manufactured goods 
and basic materials including farm prod1Lc's. This readjustment paved the way for a more 
normal interchange of goods betec-n primaiy and sec.ondar produoers which thoiild be 
accompanied by an increase in the aggregate ro&.1 income of the Dominion, 3pulative 
commodities reacted moderately in the second quartor ç  bu onctructive fcctors re-• 
asserted themselves in recent woeks. 

Productive operations as measursd by ilau u.noex of the physical VoluTne of 
business were about 12 p.c, greater than in the same ?erlod of the pr'ecUng year, The 
newsprint, mining and power industries reached new high records. showing marked gains 
over 1936. The increase in the volume of mafacturod goods wac nearly 14 p: Con 
stru.ction operations increased riarkedly 	remain at it low leV)l conrar;ive to con- 
ditions in the last prosperity cycle. The exanTsn ±n pduction operati )flO was duo 
in large measure to the acceleration in cxtoimal demand. The export trade of the 
Dominion recorded a gain of nearly 24 P.C. over :h- precicling year s  mevera1 exceptIonal 
causes contributing to this resiUt. One facor ras the conomic recovery general in 
most of the principal countries for which int'oriat;5.on i avi1i'o1e, With fa' 4_1ities for 
the production of minerals and ether natural prduc.ts e:i a iare scale ,  Canada 1 Ms in a 
position to share fu2.ly in the revival of Internat!ona]. trade. Thu Do .x?icn recently 
occupied fourth place among the exporting naticus 3urpassed only by Great Britain, the 
United States and Germany. 

Public interest in security markets increased materially during the first 
quarter, particularly in the industrial and utility sections. Pollo"ing the maicd rise 
lasting for about ten months, a reaction occurred in the second qiarter. Tho reaction 
was of a moderate character relative to the exten'ivc ar.ance from My 193 to 'rch of 
this year. 

,,1inIn 

The mIning industry eiijoyed an exceptioi;.y prgienive period aided by the 
relative'y high level in the prices of ccpe, lc.ai and zinc and iiy the emv demafld for 
metals in British and foreign markets. The Dominion nov ho:.d first Vlaco in the 
production of nickel s  third in copper and fourth in zinc, 

The oxpanion in the operations of the gc.d mIning ind'.str con:.nued unabatod ç  
the increase in shipments from ihe mino being no ".usi than 13 1).0 	The gain in silver 
shipments at 3.2 P.C. was also apDreciable. NIck€l exprts siiowed ai imrease of 27 p.c. 
in quantity, the total having been 112 millIn pounds against 99 mi.a ion, Copper exports 
recorded a gaIn of 3 p.c., the i'otai in the ftrt six months of 1937 having been 18 
million pounds. Lead production reached a nr. nuxr'iii :ecorng an increa'o cf 10 P.C. 
over the same period of 193o. 2inc exports rtcorcd a decline cf 5.5 p.c. in voluzxe, 
the exports in the period under review ooing 13 n.iliIor. pUid*. 

The increase in the output of coal froi 65.000 tens to E ; C94 S 000 is 
indicative of the s1itly heavier volumo of tra±ic handled by the r.1vcays clurtng the 
period and of a betterment of conditions in the coal conu1ng industr.es. Excepting 
coal, asbestos is, from the standpoint of value. the raot 5mçortant n,:i-me;allic miner 
produced in Canada, exports reaching a value of $b.. ridllions a: in.-ace of na:ly 
56 p.c. 
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lectric Power Production 

The use of liydro-olectric power has grown rapidly in Canada playing a pro-
minent part in the dovolopmont of Canadian industries. The year 1936 recorded a peak of 
electric power production in the Dominion, the output showing a gain of 8.9 p.c. over 
the preceding year. During the last decade the capacity of bydro-electric installations 
in Canada has more than doubled, and the Dorn.i ni on still posses so a known reserves of 
hydro-electrjc power nearly five tira as great as present developments. New installa-
tions during 1936 aggregated 36,1475 horse power bringing the total for the Dominion at 
the end of the year to 7,9145,590 h.p. 

The output of central electric stations which supply over 90 p.c. of the 
electric power production of Canada was for the first six months of 1937, 13 billion 
kilowatt hours, an increase of 10.5 p.c. over the preceding year. 

The firm power made available in Canada for ordinary use, computed IV 
deducting the sum of exports to the United States, and the amount supplied for use in 
electric boilers was ,875,57i,00O kilowatt hours, a gain of 8.5 p.c. over the 8,178 
million kilowatt hours made available in 193 6 . 

Fore etry 

Operations in the forestry group were greatly expanded in the elapsed portion 
of the present year. The production of newsprint reached a new high point in history, 
being close to the practicaly limit of capacity. Production in the half year was more 
than 1,782,000 tons, a gain of 19.7 P.C. over 1936. Timber scaled in British Columbia 
was about 1,276 million board foot, a gain of 1.7 P.C.  from the preceding year. 

One of the features of the rise in the foroigo trade of the Dominion during 
recent months was provided by exports of forest products in which lumber and newsprint 
played the leading roles. The export of planks and boards at 963  million feet was 
19 p.c. greater than in the preceding year. The forestry industry is one of the largest 
employers of labour, and working forces in logging showed a gain of 28.5 P.C., while 
both saw-milling and paper industries recorded advances of 13 p.c. and 12 p.c. 
respectively. 

inu.fac turing 

Sufficient evidence is at hand to indicate that a marked increase was shown in 
the output of manufacturing plants in the elapsed portion of the present year. The 
official index of manufacturing production based on 30 factors indicating the trend in 
the principal industries, showed the appreciable gain  of 13.6 p.c. The index of employ-
ment computed from returns received from plants having 15 hands and over, averaged 9.8 
P.C. greater. 

The output of industries concerned with producers' goods showed the marked 
gain of nearly 16 p.c. in the same comparison. The extremely low level of operation was 
one of the elements in the depression, and the repeated gains of the group in the last 
four years have contributed to the recovery. The iron and steel industry is typical of 
this group. The gain in the output of consunerst  goods, on the other hand, was 9.14  p.c, 
The demand for consumers' goods, such as food and clothing, is normally without wide 
fluctuation. If the declino from 1929 to 1933  was relatively moderate, the increases 
since that time have also been of slight proportions. The index of the output of con-
sumers' goods was 123.6 in the six months of 1937 against 113.0  in the preceding year. 

iron and Steel 

In the first half of 1937,  the steel industry showed striking acceleration in 
its operations, the output of steel, recording a gain of about 23 p.c. The increase in 
pig iron production was nearly 25 p.c. The volume of steel ingots during the first six 
months of 1937 was 713,000  long tons, while the output of pig iron was 1214,000 tons. The 
index of employment based on monthly returns from the principal firms in the iron and 
steel group averaged more than 15.3 p.c. higher than in 1936. The average standing of 
the index was 1014.2 against 90.14 in the preceding year. The recovery of the steel in-
duetry from the low levels of the early part of 1933  was one of the striking features of 
the last four years. 

!;ITh!rT 

The gain in the output of cars and trucks over the first six months of 1936 
was 21. 14 p.c., the productIon of the same period of last year having been 106,000 unite. 

The imports of crude rubber used largely in the manufacture of automobile tires 
at 33.2 million pounds in 1937  showed a gain of 37 p.c. The index of emplcrment in the 
rubber industry averaged 102.8 in 1937 against 95.3 in the proceding year. 
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The operations of the oil industry measured by the imports of crude petroleum 
showed acceleration in the period under review. The gain in receipts of crude petroleum 
from external points from 1477.14  m1lion gallons to 502.7 million amounted to 5.3 P-c- 

4. 

 

Construction 

The award of new business to the amount of 110.4 million during the first half 
of 1936 indicates that one of the industries most tardy in recovery, is now making more 
satisfactory progress. This amount compares with $77.7 million In the same period of 
last year, a gain of about 42 p.c. The continued successful development of mineral re-
sources is resulting in a marked expansion in building in communities adjacent to mining 
operations accounting for considerable new building In those areas apart from actual 
mining operations. 

It has been estimated that about thirty thousand dwellings per year are needed 
f or replacements and additions corresponding to the normal growth of the population. Not 
more than half of this number have been erected in each of the last five years. Since a 
large number of industries are now operating at high levels, the construction of indus-
trial plants has lately becme a factor, 

Externa]. Trade 

The substantial gain in external trade, especially in imnorts, was one of the 
chief constructive develrr'ments of the period. Total exports of merchandise were nearly 
$526 million in the first six moi-.ti-isof 1937,  against $14214.5  million in the preceding year, 
an increase of 214 p.c A gain of 29.6 p.c. was shown in imports, the total in the last 
six months having been $351  million,, Despite the greater increase in imports, the balance 
of trade was very largely In Canadas favor. 

Several causes contrbuted to the surprising expansion in the export trade of 
the Dominion during the period. One factor was the continuance of the economic recovçry 
which was practically general in all of the principal countries for which information is 
available. The higher, level in wholesale prices in the fIrst half of the year also added 
appreciably to the value o our trade. 

Bailw&vs 

Owing to the marked degree of mutual dependence existing between industries and 
the railways, the operating and financial, records of the latter present a measure of In-
dustrial activity. Railway traffic in the period showed a considerable increase over the 
preceding year. The gain in carloadings over 1936 was 514  p.c., the total having been 
1,224,000 cars agaInst 1,129,000. Eight of the eleven groups in the traffic classifica- 
tion recorded gains in this conroarison. The deficIt in the grain movement was 31,000 
cars, and coal and coke recorded declInes. An encouraging feature was the gain of 714,000 
cars, or 29 p.c. in the movement of miscellaneous commodities. Forestry products such as 
pu.lpwoocj., pulp and paper and miscellaneous viood products were moved in much greater volume. 
Ore recorded a g&.n of 31 p.c., and a large increase was shown in l.c.1. merchandise. 

The Canadian chartered banks continued to improve their liquid position becoming 
the custodians of more and more of the peoples' savings. The sum of notice and demand 
deoeIts averaged a now maximum for any similar period with some $2,263 millions credited 
to depositors. The sum of demand deposits at over $713  millions was above the average 
level of 1929. Current loans on June 30 maIntained, the forward movement begun last 
.Lueut, crossing the t725  million line at $725 million, the highest since March, 1936. 

The portfolios of the banks during Juno contained security holdings at a new 
maximum with tl,442 millions, accentuating the position of the banks as the loading 
financier of government. Ref1ectin the years  rise In prices and increased business 
activity, notes in the hands of the public at the end. of Juno exceeded $196 millions, 
representing the largest vclume in use for any similar month since 1921. 
Public Finance 

Governmental revenues continue to register encouragIn. improvement giving addi-
tional confirmation to budget optiiism Por the first three months of the current fiscal 
year, the surplus of total receipts over total expenditure was no less than 52 million 
dollars compared with 16 millions last year, in the same comparison. Since the Minister 
of Finance budgeted for an increase of only 33 millions in revenue for the present fiscal 
year over 1936-37, there is every indication that his hopes will be more than realized. 

Custom import duties showed a gain of 17.14 p.c. In the three months comparison. 
Excise taxes, sales taxes, stamps, etc., regIstered an advance of nearly 140 P.C., while 
income tax with 81.6 millions collected represents an increase of 23.7 p.c. Total reve- 
nue received at $167 millions was 214 p.c. greater than that of the same period of 1936, 
while total expenditure decline slightly from $ll$.)4 millions to$115.0  millions, a 
decrease of nearly 3 p.c. 
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Statistics Illustrating the Economic Situation of Canada in Six Months of 
1937, Compared 'rith the Same Period of 1936. 

Six MOnths Increase + 
1937 1936 Decrease - 

Per Cent 
GeneralEconomicSituation 
Index of Physical Volume of Business 1926100 120. 14 107)4  + 12.1 
Index of Industrial Production 1926=100 1214.2 108.8 + 114.2 
Wholesale Prices 1926=100 84.2 72.3 + 16.5 
Index of Common Stock Prices 1926=100 137.5 115.6 + 18.9 
Inverted Bond Yicls, Dominion 1926100 1143.14 1143.5 - 0.1 
Mining Stock Prices 1926=100 159.2 148.1 + 7. 
Bank Debits $000 ig,186,008 17,2146,853 + 5. 

General  
Mineral Production, 	1926100 177.6 157.3 + 12.9 

Copper Exports Lbs. 188,1473,200 183,215,800 + 2.9 
Nickel Exports Lbs. 111,705,600 87,9914,1400 + 26.9 
Lead. Production 	5 mos.) Lbs. 167,162,552 152,267,991 + 9.8 
Zinc Exports Lbs. 138,097,300 1 146 ,13 6 , 1400 - 5.5 
Gold Shiprnnts Pine Oze. 1,979)4114 1,748,200 + 13.2 
Silver Shipments Pine Ozs. 8,603,831 8,336,539 + 3.2 
Coal Production Tons 6,9914,251 6,885,1478 + 1.6 

Manufacturing Production 	1926100 120.3 105.9 + 13.6 
Plour Production (5 moe.) Bbls. 5,058,720 5,378,5 149 - 5.9 
Sugar manufactured. Lbs. 275,509,721 292,3869286 - 5.8 
Cattle Slaughterings No. 761,080 705,871 + 7.8 
Hog Slaughterings No. 2,021,630 1,599,3914 + 26)4 
Cigarettes released No. ,055,.,5..5. 2,1472,517,030 + 23.6 
Cigars released NO. 55,217,707 51,7514,777 + 6.7 
Leather Boots and 	oee (5 moe.) Prs. 9,500,515 8,716,137 + 9.0 
Raw Cotton Impo:ts Lbs. 80,070,608 69,619,6814 + 15.0 
Paper and L -rnber 
Newsprint Production Tons 1,782,783 1)49,263 + 19.7 
Exports of Planks and Boards Pt. 862,6314,000 724,04$,000 + 19.1 
Iron and Steel - 
Steel Ingot Production Long Tons 713,177 578,700 + 23.2 
Pig Iron Production Long Tons 1423,91414 3)40,335 + 214.6 

Automobile and AllIed Industries - 
Automobile Production No. 128,571 105,9148 + 21)4 
Petrole'um Imports Gals. 502,7149,56 1477,14148,891 + 5.3 
Crude Rubber Imports Lbs. 33,231,1412 214,211,377 + 37.2 

Construction - 
Contracts $ 110,375,800 77,705,500 + 142.0 
Building Permits $ 27,981,322 18,322,8814 + 52.7 

Electric Power 	rod.uction 000 K.W.H. 13,7514,271 12, 14143,086 + 10.5 

External Trade - 
Exports $ 525,807,1475 14214,5145,951 + 23.9 
Imports $ 380,815,689 293,8014,7143 + 29.6 
Excess of exports over imports $ 1144,991,786 130,7141,208 + 10.9 

Railways 
Carloadings No. 1,223,723 1,129,232 + 

Gross Revenue C.IT.R, (Can.Lines) $ 77,222,612 69,082,000 + 11.8 

Gross Revenue C.P.R. $ 66,758,000 62,01 14,000 + 7.6 
_una4.iusted 

General Index, 	1926100 107.6 100.0 + 7.6 
Manufacturing 110.9 101.0 + 9.8 
Logging 161.9 126.0 + 28.5 
Mining 148.3 130.0 + 14.1 

Construction 75.7 80)4 - 5.8 

Building 145. 53.3 - 15)4 
Highway 119.0 122.1 - 2.5 

Trade 130.3 125.6 + 3.7 
Bankin, - Six Hontho 	Merae. 

Notice and Demand Tposite $ 2,263,026,813 2,102,809,249 + 7.6 
Readily Available Assets $ 1,602,751,466 1,146,793,257 + 7.1 
Current Loans $ 706,6)4 14,201 715,892,605 - 1.7 
Call Loans - Canada $ 119,1465,018 $2,365,278 + 145.0 

E1swhere $ 72,680,000 63,291,556 + 114.8 
Security Holdings $ 1,1430,079,033 1,302,1476,915 + 	9.8 
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