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BUSINESS CONDITIONS IN CANADA_DURING THE _LALENDAR 
COMPARED WITH THE PRECEDING YEAR0 

-"nomic conditions showed improvement in the closing months of 1938, after 
ing been relatively steady during the first eight months0 Productive operations 

se in September and continued active for the balance of the year, the index of the 
ysical volume of business averaging only 8 p0c0 below the high level of 1937. The 
in in the output of field crops was about 37 pc0,but the decline in prices reu1ted 
a 5 pc. reduction in the cash value0 Industrial employment was relatively well 
ritained, the index receding only 2 p0c. from the 1937 level0 

The V inincia1 background continued strong, deposita of the banks reaching a 
new high point While current loans recorded a moderate gain, the surplus of notice 
depoeita extended the liquid position of the banka The prices of Dominion bondø 
averaged higher than at any time since the early years of the century0 Dspite sharp 
fluctuations common stock prices were well maintained over the year, no important 
trend either in an upward or a downward direction having developed0 Wholesale pricee 
were reactionary, the downward movement which began in July, 1937, having been con- 

nued until the end of the year under review0 The low level of prices of farm pro-
ducts reached in the later part of 1938 was a factor retarding general economic 
recovery.. A much greater harvest of grain, however, partially compensated for the 
1prcced prices 

cannot be denied that there is marked solidarity in the social economy 
t id id any spectacular developipent in one section is quite certain to pro-
und1y affect the others. It is by a close study of the interre2ations of the major 
onomic factors that prospects may be appraised0 

pruitj  ea ,, G aa iJ442J Wia I1_ ihe index or the piiy8.cal 
iumo of business averaged about 8 p.c0 less than in 1937, but the outlook was quite 
ered v the recovery in the last four month0 

e demand for consumers' goods such as food and clothing is normally 
without wide fluctuation, but the reaction in the output during 1938 was about 87 
p c0 The position of the investment goods industries engaged in producing plant, 
rachinery and equipment, should be considered in appraising economic prospects for 
the coming year.. Regarding 1926 as the basis of comparison, we find that invest-
ount goods were produced in much greater volume than consumers' during the last 
rosperity cycle culminating in 1929 Operations in such industries were at a low 

ebb during the depression and marked expansion was shown until twelve months ago0 
[lilt parity has not been regained with the production of consumers' goods. No phase 
;f building or construction has assumed inordinate proportions. An index of the 
iutput of investment goods, on the base of 1926 equalling 100, averaged 1062 in 
1i38, against a standing of 1149 for consumers' goods. Declines in both indexes 
were uhown f 	I i37 Lu t t te 	eiw;cy Of c ri.:ners 	uod 	r oughl ' rnnint.i 
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it is calculated that the principal field crops yielded 37 p0c. more than 
in 1937, but in interpreting the significance of this statement it must be recalled 
that the crops of that year were at a minimum for the post-war period. The increaeed 
exportable surplus will favour railway and shipping interests and increase the volume 
of the export trade with consequent beneficial reult. The recovery in production, 	a 
however 9  was not fully realized in higher cash income0 Increases in supplies and 
reduced demand combined to cause a steep decline in farm product prices. The decline 
1at year carried farm prices below the pre-war relationship with the general commo-
dity price level, seriously interrupting the agricultural recovery which commenced 
daring 1936 	Farmers engago: 	 . 	 nrvi 

than those selling cash gra:i 

	

Field crops were w 	. 	..... 	 . .. 	 . 
b&Iow the estimated value of the output of 1937. The low yield of that year and t 
reduced prices of .................................... 	.... 	!............-... 
the last two year 

The abur 
conditions as the year drew to a c.Lose While pr1ces were low, the availability 
in substantial quantities is of decided advantage to the producers of livestock 
and livestock products 	The oat, orop runounted to 7l million bushels, an increase 
of almost 

1,0 

forced liquidation in esteru 10ndda. uover iiarKetarig win consequently continue 
for another year or Laore Numbers of hogs on farms were materially lower on June 
1 last. and marketings in 1938 declined 553,000 head. Owing . 
prices some expansion in 1939 would be a natural deel'opxnen. 

The dairy situation is dominated by the large 3tock oi butter on hand 
Production increased sharply in 1938 due to reJatively high prices early in the 
year.. The dairy industry continued to show expansc . :. . 
duct' 	., 

Minir 

emp1oyrent in i38, showing a gain of Zb p.c in the volume of production 
1,8 p..c: in employment as compared with 1937. The gain in production was not, 
sufficient to offset the decline in base metal prices, the total value having 
been about e44006 million against $4574 million in the preceding year0 The 
excellent showing in the face of business recession clearly demonstrates the 
significance to Canada of a diversified mineral production0 The returns from the 
metal group would have been less impressive but for the notable improvement in the 
output of go)d, and the almost three-fold increase in the output of petroleum rh oh 
offset much of 	h.: 	 '. 	 ' ' o •. 	' 	..v'.h: 	t..e non 
metallic grou 

	

The! 	 ••.. 	 i..1i.. 	 !.i1. 	..'.. 111 

extended. 	The 	.. 	....,J1! ........................... 	 .... 	,, 

rIt,r 	r',,.fl 	IT 	!dh- 
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Electric Power 

During 1938 a substantial increase was shown in new generating capacity 
of electric power and in transmission and distribution faci1itiee Water power 
.nsta11ation during the year was about 135,453 horsepower, bringing the total for 
the Dominion at the end of the year to 8,191,000 hp0 The giester part of the 
increase was made up by extensions to existing stntions in British Coluabia, 
Manitoba and Quebec0 

The people of Canada enjoy comparatively low rates for electric power0 
There is a definite trend towards the increased use of air-conditioning for both 
domestic and cosmercia1 purposes 	teneive new rural power lines are being built 
each year to make available the advan.ages of electricity in farm areas0 Manu-
facturing plants are about 78 p  c0 electrified using some 35 million hp0 in 
electric notor. The pulp and paper industry provides an i11utration of intonsi-
fled use since it is 82 p..c electrified and normally consumez about 40 p0c0 of 
the total output of central stations,. The rapid expansion of the mining industry 
in recent years has been an important factor in sustaining demand0 

Canada has become the world°s second largest per capita producer of electri-
city. Norway leads with 2,759 kilowatt hours per capita, followed by Canada with 
2,455 kilowatt hours 

The output of electric power during 1938 showed a decline of 62 pc0 from 
the maximum of 25(7 billion kvi0h, reached in the preceding year0 The reduction was 
largely accounted for in secondary power delivered to boilers, reflecting a lessened 
demand for this type of enerj by the pulp and paper industry0 The output lesu ex- 
ports and deliveries to electric boilers was nearly maintained at 18,380 million 
k3w0h0 against 18,424 million, a decline of less than one-quarter of one per cent0 

rend Trappina 

The fishing industry of the Maritime Provinces was rewarded with good 
catches in 1938 Difficult marketing conditions developed as demand slackened in 
several European countries and other outlets had over-abundant supplies0 The ex-
ports of fish in the twelve months ended November declined 4 p0c0 in value from the 
preceding year0 

The salmon conned in British Columbia to November 26 was 1,697,000 cases 
of 48 pounds each. The pack in the same period of 1937 was 1,509,200 cases0 The 
catch of aockeyes was one of the largest in years and prices were well maintained0 

As fur production is largely exported, the downward fluctuation in the 
outward movement indicates that the high level in the value recorded in 1937 was 
not repeated in the year under review.. The value of exports in the twelve months 
ended November, 1938, was $13,360,000 against $19,321,000 

9reQry 

For many years the pulp and paper industry has been one of the most 
important buttresses of Canadas national economy and one of the largest contri-
butors to our export trade0 The existance of abundant water-power adjacent to 
extensive resources of pulpwood offered ideal conditions for the development of 
the industry. Several causes contributed to the decline in the output of news-
print during the year0 Owing to overstocking in the closing months of 1937 in 
anticipation of an increase in prices, and the considerable decline in consumption 



American puoil.9her8 due to economic reaction, Canadian producers were forced to 
;eiuce production schedules. The output of newsprint at 2 1624,580 tons ahowed a 

1ine of 28 p. c0 from the high level of 19Z70 The value of newsprint exports was 
O4 nHon against $1265 miflion in 1937, down 173 p0c0 

pulp and paper thdustry, although of comparatively recent development 
iLuujoiu economy, had by 1933 displaced flour milling as the most important manu- 

turing group0 In spite of recent viciaitudes, it held that position up to 1935, 
en it was .dlp1aced by the nonferrous metal smelting and refining industry0 In 

;i(yme(t and salaries and wages paid, however, it is still the most important0 

Ene manufacture of wood pulp has recorded a marked expansion in the last 
. 	Canadian mills are favourably situated to supply the rayon and staple 

)re industries producing artificial silk and textile mixtures of rayon, cotton, 
di silk and wooi. The wor1d s manufacture of rayon yarn doubled between 1932 and 

ri37, resulting in an increased demand for Canadian wood-pulp. The wood-pulp indu-
try, however showed reaction in 1938, responding to reduced demand due to the war 
activities of Japan and wor1dwide economic reaction0 Exports of pulp of various 
kinds decU nod from 17,414,317 tons to ll080,742 tons0 

c lumber industry in eastern Canada was beset with difficulties during 
s of planks and boards totalled 1667 million feet valued at $35.9 

million, against 1,858 miflion feet at $45.4 million in 1937 The lumber industry 
of Britih Co1umbia according to the Pacific Lumber Inspection Bureau, set a record 
last year with a new maximum in exports to the United Kingdom. Shipments to that 

ket were 741 million feet compared with 648 million, the previous record etab 
shed in 1937. Total shipments from the province to overseas markets were 1,036 
.11on feet against 999 million in 1937 

Iiewej j n.iej jrep 

the ya dod net lte;enue were conseuerriy iilure favouroble than indicased by 
exes of volume and empioymenL The manufactured output showed a recession from 

e high level of 1937 but an expansion in operations was shown after August0 
as recorded over 1936 and other postepression years0 

e index of the volume of manufactures, based on thirty factors, averaged 
1234 A better relative showing was made by the records of employ- 

en; 	 iex having been 113.2 as compared with 1144. 	 It 

prominent feature of Canadian manufacturing development in recent years 
.eri i.he growth of nonferroua metal smelting and refining. This industry, 

sed on mineral resources, has taken its place as a leading factor along with the 
htdustries based on forest, agricultural and 1ivetock resources0 The impact of 
the depression resultea in a rearrangement in the rank of many industries0 The 
Thcreased expenditures for capital goods greatly reduced the output of such ilnpor- 
nt industries as sawmills, electrical equipment, automobiles and railway rolling 

stock. A tendency toward return to the pre--depression ranking is now in evidence0 

on 

The constniction industry is far from having recovered to the extent of 
pdr.ti 	in the pt few years the principal demands for con 
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structiona]. work have come from the mining fields, from power developments and from 
pulp and paper plants0 At the beginning of 1938, it was unofficially estimated that 
the deficiency in dwelling units had reached a figure in excess of 200 9000 This 
number indicates approximately an 8 p..c shortage in the housing supply required if 
overcrowding and sub-standard conditiona are to be obviated0 The reasons for the 
relative inactivity in residential building during the last eight years or so include 
the tardiness of capital to invest in the building of houses for renting and the high 
ratea of property taxation0 

Contracts awarded were valued at $1873 million, a decline of 164 p0c. 
from the $2241 million reported for the preceding year0 Contracts placed for 
businesa structures rose 145 p0c while the industrial and engineering divioions 
showed important decline The gain in the value of apartments was 343 p0e0 while 
residences declined 62 pc0 

The total value of construction work completed in 1937, according to the 
annual census of the Bureau, was $3519 million, a gain of 364 p.c. over 1936 The 
extent of the decline in the year under review has not yet been determinech 

Loans under the National Housing Act amounted to $146 million in 1938, 
17 pc above the combined totals for 1936 and 1937 Total Home Improvement loana 
reported to the Department of Finance to the end of the year amounted to $245 million, 
numbering 61,299 different projects0 

Based on the generally accepted estimate that 80 p0c0 of the cost of con-
atruction goes to labour directly or indirectly, it is estimated that new home building 
activity financed under the Dominion?s  housing legislation to date accounts for a 
payment to labour of approximately $29 mi11ion If advances of over $24 million under 
the Home Improvement Plan are taken into account as well, it is evident that the corn-. 
bined total has provided for labour payments amounting to about $48 million to date0 

External Trade 

Canadian exports were close to the billion dollar mark0 The decline of 
14 p.c. from 1937 was mainly due to the short supply of wheat during the early part 
of the year, the depressed conditions in external markets, especially the United 
States, and price reversals Shipments of wheat in bushels were 37 pc less for the 
first seven months of 1938 than in the same period of the preceding year0 Trade with 
the United Kir€dom was practically equal to that of the preceding year, a gain in base 
metals and gold largely offsetting the decline in farm products. 

Canada had a credit balance from external trade during 1936 of about $279 
million against $316 million in 1937. In 1938 exports of domestic products totalled 
about $913 million and goods re-exported, about $43 million, while imports were $677 
million, Exports in 1937 were $1,110 million, goods re-exported $15 million, and 
imports $609  million, 

The large increase from $15 million to $43 million in goods re-exported in 
1938 compared with the preceding year was mainly due to shipment of coined go1d. The 
gold reserve was made up of coined gold and bar gold0 The Bank of Canada was able to 
sell certain coined gold at a premium and replace it with newly refined gold bars 
from Canadian mines0 As these coins were brought into Canada perhaps a generation 
ago, they are listed as foreign goods exported0 Had they not been sold and replaced 
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by gold bars, the latter probably would have been exported to the United States and 
swelled the export totals of domestic products. 

Canada, in the twelve months ended December, 1938, had a debit balance 
with the United States, buying about $425 million worth of goods from that country 
and selling about $57 million, The trade in 1937 was more even, imports from the 
United States totalling $491 million and exports $482 mi1lion 	 . 

Canada had a credit balance with the United Kingdom in the same period of 
about $244 million with exports of $363 million and import6 of $119 million. The 
figures in 1937 were $406 million and $147 million, respectively 

Canada' s income from externa:1 sources in 1938 was smal1r than in the 
preceding year although still of unusually large proportions While it is yet too 
early to completely measure all of the principal changes in the balance of paynts, 
sufficient information is available to reveal some of the significant developments 
during the year. It is apparent that reduced credit balances from the merchandise 
and tourist trades were partly offset by a record balance of external credits from 
the sale of gold. Payments of interest and dividends to investors abroad ceased to 
rise in 1938 and the net payments may have been somewhat reduceth It is fairly safe 
to conclude that net payments for freight and miscellaneous services were also on a 
smaller scale0 As a consequence of these changes, Canada's credit balance on current 
account of goods, gold and services will probably be more comparable in size to that 
experienced in 1935 than to that of any other recent year. 

Capital movements between Canada and other countries'have also undergone 
changes in 1938, The net retirements of Canadian securities owned abroad that have 
been such aprominent feature of the Canadian cap±t.al' account in the last few years 
were at a comparatively low leiel in 1938 Amounts of bond issues maturing during 
the year were smaller than in previous years and fewer issues owned abroad were 
called for redemption. Tn addition to this some of the maturing issues were re-
financed by new issues abroad as, for instance, by new flotations, of Dominion 
government issues in London and New York0 

An inward movement of capital to Canada has characterized the trade in 
outstanding securities throughout moat. of 1938, in contrast to a predominant out-
ward movement in 1937. During the first eleven months of 1938 s&les of securities 
by Canada to all other countries exceeded purchases by more than $36 ndllion, in 
contrast with net purchases of about. $5 million during the corresponding period in 
1937.. The change ih the direction of the movement of capital through the trade in 
securities between Canada and the United States was e'7en more impressive0 Whereas, 
in these months in 1937 there were net purchases from the United States of $387 
million in 1938, net sales amounted to about $28 million0 Opposite tendencies are 
evident, however, in the trade in securities with the United Kingdom. A balance of 
sales to that country in 1937 changed to a balance of purchases by Canada in the 
first eleven months of 1938, On the other hand, the movement of capital from other 
overseas countries to Canada has expanded and in November record demand from these 
countries developed from Canadian securiti.e 

The Tourist Trade 

The market for goods and services furnished by an influx of tourists is 
not only a lucrative source of revenue for individuals and whole districts but is 



for many countries an important factor in the balance of international payments, 
having the same effect as the export of additional commodities Instead of sending 
goods and services to consumers abroad with the attendant difficulties of surmounting 
tariff wails, the consumers are induced to move to the goods and services Thus 
tourist traffic is an invisible export which helps many countries to pay for the 
goods and services they must buy from other countries or to pay interest on external 
1oans Expenditures of $295 million made by tourists in Canada during 1937 were 
greater than the combined exports of wheat and newsprint in the same year0 It is 
estimated that Canadian tourists travelling abroad expended $124 million in other 
countries, leaving a jalance of more than $170 mi11ion 

During the first nine months of 1938 foreign automobiles entering Canada 
for touring purposes on Cci -day permits declined approximately 9 p0c0 as compared with 
the similar perioi of 1937, while cars on 48-hour permits declined approximately 3 
p0c0 There was a decrease of about 86 pc0 in tourist, etc, entries as reported 
by Immigration offIcers Available information consequently indicates a recession 
in the value of the tourist trade to Canada in 1938 Among the factors which contri- 
buted to the curtailment in tourist spending was the economic conditions in the United 
States during the greater part of the year0 

Railway operations reflect the general level of business activity0 The 
scope of decline in the traffic movement is indicated by a drop of 78 p0c0 in car-
loadings, the total having been 2,429,000 cars against 2,635,000 in 1937 The 
traffic in grain, ore and pulpwood recorded increases, contrasting with declines 
ip other main groups0 Total cars received from connecting railways were 1,079,000 
against 1,353,000 in the preceding year0 The railway freight movement is a fairly 
accurate measure of the fluctuation in industrial operations, reflecting the movement 
of most lines of commodities throughout the greater part of Canada. 

The decline in gross revenues of the Canadian National was more than $15 
mifl -ion, and the decline in net revenue between ten and eleven million dollars. The 
balance of net revenue from railway operations was nearly $7 million, A branch line 
serving the mining development in Northern Quebec against Senneterre and Rouyn was 
completed and opened on December 3 

Gross operating revenues of the Canadian Pacific were 1423 million against 
145 I million, a decline of only 20 p0c0 

F 	Canadian air express and mail-carrying services were inaugurated between 
1oiitrc:i and Vancouver and intermediate centres over the nationally owned Trans-
Canada Air lines, The carriage of passengers is anticipated for the early months of 
the present year0 When facilities are ready, operations will be extended eastward 
to Moncton, Saint John and Halifax0 

The traffic passing through the Welland Canal rose to a new high point in 
the navigation season of 1938 Large shipments of grain were the chief factors in 
the increase in the traffic, which amounted to 126 million tons against 11,7 million 
in 1937, The St0 Lawrence system also created a new record with 9,236,000 tonc 
against 9,195,000. The increase in grain, gasoline, sugar and hard coal was the main 
factor in the general result0 

A marked decline shown in the downward movement of iron ore through the 
combined locks of the Sault Ste, Marie canal was one of the factors in the severe 
decline in the total movement during 1938 
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Employment averaged greater during 1938 than in any other year in the 
potwar period excepting 1937, 1930 and 1929 This conclusion 13 reached from 
st.atistica furnished monthly by some 10,800 employers whose staffs averaged more 
than one million ernployeec, Most branches of factory employment reported that 
activity was reduced from the level of 1937, but the great majority afforded more 
employment than in 1936. Mining as a whole showed slight improvement over the 
previous maximum reached in the preceding year, the metal division showing the 
main increase.. Logging was quiet following the exceptional activity of 1937 
Highway work afforded more employment than in any other year since 1934, partly 
owing to unemployment relief projects Building showed no general change from 
1937. 

Increased activity was recorded in two of the five economic areas, 
Quebec and the Prairie Provinces joining in the advance0 The improvement in 
the former was mainly due to the execution of a large programme of road work 
undertaken for the relief of unemployment, while that in the Prairie Provinces 
reflected a slight betterment in business resulting from the improved agricul 
tural situation. 

Tt was estimated that the number of wage-earners employed in 1938 
averaged 2,303000 against 2.369,000 in the preceding year, while wage-earners 
unemployed numbered 401 9 000 against 337,000... Aside from 1937, the unemployment 
siutation was better than in any other year since 1930. 

The number receiving direct aid in November last was estimated at 
809,000, a distinct improvement over the 876,548 recipients in the seine month 
of the preceding year.. 

Internal Trade 

Excepting only in automotive and a few other lines dealing in durable 
or luxury merchandise, retail trade was well maintained compared with 1957. 
Monthly a1es from January to November for twelve lines of retail business dea1in, 
in food, clothing and household effects and requirements fluctuated within a limit 
of 8 p.c.. from the same period of 1937, while cumulative figures for the first 
evelen months reveal a decline of only 2..1 p..c.. from the preceding year0 

There were 121,411 new motor vehicles sold for $135..3 million in 1938, 
down 16 p..c.. in number and 9 pc.. in value from the 144,441 unite which retailed 
for $149.2 million in the same period of 1937. In the last quarter the unfavour-
able comparison was reversed, sales having shown advances of 11..4 p..c.. and 6.1 
pc.. respectively. The decline in June had been 35..4 pc.. in the number sold 
and 28.8 p.c in value 

Relative movements in urban and rural retail purchasing may be observed 
from results for department stores and country general stores, respectively0 
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Department store sales averaged 3,9 p.z lower in the first eleven montha compared 
with the same period of 1937 On the other hand, the sales of country general stores 
were fully maintained, gains in the Prairie Provinces offsetting losses in other 
regions of the country. The grocery trade was not only maintained but sales during 
the year were actually running ahead of 1937, according to monthly returns from a 
large number of chain store companies. Monthly comparisons were mainly favourable 
with the result that the average for the first eleven months was 2.2 pc. greater 
than in 1937. 

Wholesale Prices 

The reaction in wholesale prices after June, 1937, was uninistakale, 
presenting an unfavourable element in the trend of economic conditions. The main 
causes of the rise in the price level to an intermediate high point in the first 
half of 1937 are well known. The reversal in speculative demand for world commodi-
ties was an important element in the decline which et in toward the end of the 
year, The prospect of heavier field crops was a bearish influence leading to an 
acceleration in the decline during July and August, 1938 Subsequently the decline 
was practically halted and fluctuations in the general average were insignificant 
in the weeks following the first of September. The increase in rearmament expendi- 
tures on a widespread scale was one of the main influences in supporting metal prices 
in recent months, but the appearance of economic revival in the United States toward 
the end of the year also engendered an improved undertone on commodity markets. The 
index of stocks of primary commodities traded on international exchanges showed an 
increase from June, 1937 to August, 1938. The heavy grain crop recently harvested 
tended to prevent a sharp decline in the subsequent periodS. 

During the last twelve months the index of raw and partly manufactured 
products declined from 80.8 to 649. A marked drop was shown in Canadian farm 
products, the crop index receding from 839 to 538. The recession in animal 
products produced on Canadian farms was minor, declining from 846 to 828. 

Seuri t: Prices 

tieact.ion on the stock markets at the end of the first and third quarters 
wa ounLeralanced by subsequent rallies The net result was that no important 
trend either in an upward or downward direction developed during the year. Stocks 
strengthened in the final week and year-end prices were close to the maximum for 
the preceding fifteen months0 The expansion in industrial operations during the 
last four months of the year afforded support, but reaction in wholesale prices 
injected a note of caution. The depressing effects of almost continuous political 
uncertainty in Europe and Asia must be considered in appraising speculative 
conditions, 

Dividend payments by companies in Canada during 1938, according to 
unofficial estimates, were close to the maximum recorded in the preceding year, 
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the total being $3225 million against $3237 

Stocks listed on the Montreal Stock and Curb markets had a total value 
of $5,252 million on November 30 last against $4,780 million on the same date of 
1937 The comparable total for the Toronto Stock exchange was $4,984 million 
against $4,565 million, New listings were relatively small 

Bond Financing 

Consistent firmness on the bond market during the year resulted from 
a combination of a growing demand and the relative lightness of new borrowings 
Thus of the year's aggregate of around one billion in Dominion, provincial and 
municipal financing, about $830 million was for refunding purposes, and of the 
extremely light corporation total of some $795 million only $36.3 million repre-
sented new moneyS. General public demand and increasing purchases from Britian 
and continental Europe continued to maintain the market when the banks were less  
active on the buying side. Several company operations involving new money for 
expansion purposes were effected in the latter part of the year, and additional 
issues, some for substantial amounts, are in prospect for 1939. 

General market tendencies were very similar to those of the two pre-
ceding years with domestic issues predominating, persistence of low interest 
rates, continued wide differential in yield between short and long term bonds 
and emphasis upon shorter term financing. Differing from the immediately pre-
ceding years, new money formed a larger portion of the total money borrowed. 
Dominion and provincial borrowing in 1939 will include maturing obligations 
exceeding $200 million. 

Banking 

A continuance of the tendencies in evidence during preceding years 
characterized banking operations in 1938. The official rate of discount remained 
at 2* p0c. and the chartered banks far from having to borrow from the central 
bank increased their deposits with that institution. The central bank allowed 
its reserve ratio to fafl during the year from 572 pc0 to 537 pc0 by devoting 
all but a small proportion of its additional resources to the purchase of Dominion 
and provincial government securities. Nearly half of the holdings was converted 
from long tom securities into short dated. The bank experienced no difficulty in 
maintaining the exchange rate which on the whole moved with the American dollar 

The demand for current loans showed improvement during 1938, the average 
gain amounting to 74 p.c. The increase in current loans suggests that the 
influences making for further economy in the use of bank credit are being out-
weighed by other factors0 The sum of notice and demand deposits continued to 



increase in 1938, rising by about $56 million to $2,321 million, which had the 
effect of augmenting the ratio of current loans to notice deposits from 43.6 P.C. 
to 48.2 p.c. 

Life Insurance 

For the life insurance companies 1938 was a progressive year. Total 
insurance in force with nine companios that have issued annual reports was 2.7 
p.c. greater than in the preceding year, total assets showing a gain of 5.2 p.c. 
The amounts are as follows: Total in force, $4,127 million against $4,018 million, 
and total assets $1,174.5 million against $1,115.8 million. Sales of life insurance 
in Canada as reported by the Life Insurance Sales Bureau of Hartford, Connecticut, 
for 18 companies were $575.5 million against $386.0 million in the preceding year, 
a decline of 2.7 p.c. 

Public Finance 
------ 

Dominion revenues were $394.8 million against $402.3 million in the first 
nine month8 of 1937, the increase in income tax collections tending to offset 
declines in customs and excise taxes. The budget estimate for the full year may 
prove to be not unduly optimistic. On the expenditure side, the operating deficit 
of the Canadian National Railways will be larger than was anticipated, and since 
the budget was delivered a new and unexpected element was introduced in the form of 
probable losses on wheat marketing operations. 

Total ordinary expenditure was $288.3 million in the first nine months 
against $283.5 million. Taking in additional disbursements under the headings of 
capital and special expenditure and government-owned enterprises, the comparison 
was $366.9 million against $361.9 million. 

I 

r. 
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Statistics Illustrating the Economic Situation of Canada in 1938 Compared 
with 1929, 1933 9  1936 and 1937 

Percentage change increase (+) 
and decrease (-) in 1936 from 

1929 1933 1936 - 1957 
General Economic Situation 

1 Index of Physical Volume of Buine - 1000 + 417 + 06 - 	80 
2 Manufacturing Employment, unadjusted •. 52 + 37.2 + 74 - 
3 Wholesale Prices.. 178 + 171 + 54 - 	70 
4 Index of Common Stock Prices - 454 + 51-7 - 126 - 18,0 
5 Capitalized bond yields, Dominion + 605 + 49,4 4 58 4 	92 
6 Mining Stock Prices + 401 + 563 - 45 4 	100 
7 Bank Debits $000 - 3307 + 31 139 12o1 
Production and General Busine 	- 

8 Mineral Production, (1926=100) + 580 + 762 + 196 + 	26 
9 Copper Exports Pounds +1368 +1306 + 388 + 290 

10 Nickel Exports Pounds + 803 +1245 + 13:9 - 113 
11 X Lead Production Pounds 4 3L8 4 575 + 13,3 + 	07 
12 Zinc Exports Pounds + 929 + 707 - 29 - 	71 
13 -Gold Shipments 	Fine Ounces +1477 + 630 + 246 + 127 
14 Silver Shipments 	Fine Ounces + 27 + 565 + 35.7 + 	7,9 
15 Coal Production Tone •- 19,1 + 190 - 70 - 	97 
16 Manufacturing Production (1926-100) - 8c7 + 345 - 55 - 12.9 
17 / Flour Production Barr1 - 274 - 89 - 8,6 + 	101 
18 Sugar manufactured Pounds 4 9,7 + 17O + 2.:,7 + 	35 
19 Cattle Slaughterings Number + 375 + 406 4- 0.9 - 	56 
20 Hog Slaughterings Number 4- 333 + 119 - 119 - 175 
21 Cigarettes released Number + 352 + 592 4 22.7 + 	26 
22 Cigars released Number -• 338 + 149 + 7:8 + 	loS 
23 / Leather Boots and Shoes (11 months) Pairs 4 83 + 107 + O6 - 	910 
24 Raw Cotton Imports Pounds - Li + 127 - 103 - 147 

Paer and Lumber - 
25. Newsprint Production Tons - 38 + 301 - 175 - 280 
26 Exports of Planks and Boards Feet - 50 + 63,8 47 - 103 

Iron and Steel - 
27 Steel Ingot Production 	Long Tons - 161 +182O + 3,6 176 
28 Pig Iron Production 	Long Tons --- 347 +2102 + 40 2L6 

Automobile and Allied Industries 
29 Automobile Production Number - 367 +1523 + 25 - 19 7 
30 Petroleum Imports 	Gallons + 157 + 285 1,5 - 	9.4 
31 Crude Rubber Imports Pounds - 276 + 330 - 78 25 8 

Construction 
32 Contracts Awarded $ 675 4 92,,5 1 152 164 
33 Building Permits $ - 741 +1794 + 473 + 	900 
34 Electric Power Production 	000 KOWOHO + 474 + 481 + 24 - 	58 

Railways -- 
35 Carloadings Number - 313 + 19:5 2o6 - 	78 
36 / Gross Revenue, CN0R(Canadian Lines) 	$ 283 + 242 + 28 - 	48 
37 / Gross Revenue, C.PORO $ 331 + 259 + 3.9 - 	13 

External Trade - 
38 Exports $ 208 + 779 - 69 - 150 
39 Imports $ 478 + 689 4- 6.7 - 162 
40 Excess of Exports over Imports 

L 	11 mOnths,. 

c 

It 
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Statintics I11utrating the Economic Situation of Canada in 1958 Compared with 
1929, 1933,_1936 and 1937_(Concluded)  

1929 	 1933 	1936 	1937 	1938 

1255 7907 1122 1227 12.2O9 
117,1 809 1034 1144 11-10 
956 671 746 845 786 

190,7 686 1192 1270 1041 
984 1057 1493 1446 1579 

1054 9405 1546 1463 1477 
46,670,482 29,981,465 35,928,607 35,166,061 30,923,363 

1 
2 
3 
4 
5 
6 
7 

25 
26 

27 
28 

29 
30 
31 

32 
33 
34 

35 
36 
37 

38 
39 
40 

123 2 
235,409,700 
109,639,800 
294,603,088 
160,824,600 

1,875,082 
22,003,890 
17,496,557 

11707 
17,489,836 

940,303 1  501 
1,116,647 
2,353,161 

5 1 081 0 254,400 
199,272,377 
16,299,664 

116,296,702 

2,728,827 
1,754,633,000 

1,378,024 
1,080,160 

262,625 
1 Wj,000071 

i9, 511, 819 

76,651,800 
234,944, 549 
17,632,879 

3,552,595 
200,934,000 
196,183,000 

1 0 208,338,430 
1,298 0 992,692 

90,654,262 

1105 
241, 703,000 
88,082,100 

246,521,458 
181 0  779 , 000 

2,849,629 
14,435,087 
11,903,544 

799 
13,930,113 

881,877, 554 
1,092,428 
2,802,377 

4,316,862,800 
114,808,848 
15,950,841 

119,697,530 

2,016,742 
1,017,857,000 

409,979 
227,317 

65,852 
954,392,366 
43,281,821 

97,289,800 
21,776,496 
17, 553,001 

2,032,117 
116,016,000 
104,164,000 

537,783,439 
401,214,311 

-f 136,569,128 

16208 
401,694,700 
173,637, 500 
342 1 807,477 
319, 554,900 

3,728,229 
16,643,869 
15,229,182 

1137 
13,884,439 

1,005,584 3,264 
1,522,845 
3,562,534 

5 0 600,453 1 214 
122, 342,499 
17,546,999 

150,288,295 

),1LI 7() J, 

1,749,860,000 

1,115,779 
678,231 

162,159 
1,244,662,673 

62,421,709 

162,588,000 
41,325,693 
25,394,292 

2,494,369 
140,112,000 
126,318,000 

1,027,901,954 
635,190,844 

+ 392,711,110 

18907 
432,118,000 
222,770,000 
385 0 692,644 
334,073,800 

4,122,335 
20,939,111 
15,683,212 

12304 
12,557,197 

996,689 9 577 
1,626,566 
3,802,141 

6,697,903,894 
129,834,544 
19,397,373 

158,192,01:3 

3,645,3(39 
1,858,352,000 

1,402,882 
898,855 

207,463 
1,354,080,442 

80,836,369 

224,056,700 
55,844,999 
27, 583,926 

2,635, 382 
151,304,963 
132,999,845 

1,124,960,012 
808,896,325 

+ 316,063,687 

1947 
557, 375,000 
197, 704,300 
388,329,191 
310,265,100 

4,644,118 
22, 587,189 
14,162,451 

107b 5 
12,694,061 

1,031,836,600 
1,535,839 
3,137,203 

6,871,634,139 
131,897,606 
17,650,990 

134,860,729 

2,624,580 
1,667,088,000 

1,155,995 
705,099 

166,142 
1 1,226,340181 

57,563,404 

187,277 0 900 
60,855,610 
25,994,238 

2,428,1526 
144,070,172 
131,206,208 

956,726,055 
677,451, 354 

+ 279,274,701 

2 
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Physical Volume of Business 

Wholesale Prices 

Common Stock Prices 

Maiufacturing Employuent 

Capitalized Bond Yields, Dominion 

Mining Stock Prices 

Bank Debits 

Mineral Production 

Copper Exports 

Nickel Exports 

xLead Production 

Zinc Exports 

Gold Shipments 

Silver Shipments 

Coal Production 

Manufacturir.g Production 

• Flour Productiun 

Sugar Manufactured 

Cattle Slaughterings 

Hog Slaughterings 

Cigarettes Released 

Cigars Released 

• Leather Boots and Shoes 

Raw Cotton Imports 

Newsprint Production 

Planks and Boards Exported 

Steel Ingot Production 

Pig Iron Production 

Automobile Production 
Petroleum Imports 

Crude Rubber Imports 
Construction 

Contracts Awarded 
Building Permits 

Electric Power Production 
Railways 

Carloadinga 
C. N. R. Gross Earnings 

C. P. R. Gross Earnings 
External Trade 

Exports 

Imports 

x 11 months.  

The Economic Situation of Canada 

StatiEtics for the year 1938 

compared with 1929 
% Increase 

% Decrease 
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