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e Economic Situation in Canada 

In the First 9 Months of 1938 

an compared with the some period of 1937- 
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Dominion Statitican 	R. H. Coats, LL.D., F.R.SICI, 	.(Hon.) 
Statistician: 	- 	Sydney B. Smith, M. A. 

'conornic conditions as determined by a study of important factors were 
less favourable in the first ninc months of 1938 than in the same period of the pre-
ceding year n  The year 1937 especially in the first half, was decidedly favourable, 
comparable in some respects to the levels of 1929. Reaction was in progress from month 
to month in important economic factors during 1937. Dominion bonds declined in the 
first quarter, followed by common stocks in the second. The stock market was also 
particularly weak in the last four months of that year. Business operations were well 
maintained until yzvcmber, a reaction being shown during the next three months. Whole 
sale prices rechc1 the hrhost  point in July, 1937 and showed reaction thereafter. 

i'ho :ccord during the first nine months of 1938 was greatly different. 
The year began with a lower level of economic conditions but the average of the more 
important factors has continued without important trend, either upward or downward, 
during the elapsed portion of the year. Stcut resistance was shown to influences of 
depression. i1t1cugh the comparisons with the same period of 1937 are mainly unfavourable. 

An important development which must be taken into consideration in 
appraising; economic prospects was the marked improvement in business operations during 
September. After rema&ning at a relatively low level during the first eight months, 
a considerable increase was showa in the index of the physical volume of business. This 
expansion appears all the more significant in view of its wide-spread distribution. The 
index of the physicü volume of business is based on five industrial groups and each of 
these showed considerable betterment over August, adjusnents being made for seasonal 
fluctuc,tiors 

ifluenced by unsettlement in Europe, common stock prices reacted in 
September, bub marked recovery occurred in the early week of October, and the index 
recently reached a higher point than at any time since one year ago. The maximum in 
late years was reached in March, 1957, and a downward trend was shown during the remain-
der of the year. Dspite considerable fluctuation, common stock prices have not altered 
their trend for about twelve months0 The official index averaged 102,5 during the first 
nine months of 1938 against 1347 in the same period of the prceding year, a decline of 
24 p.c. The p'c:cnt standing,, however, is above that of the same week of 1937. 

I om:Lnion bond prices dipped sharply in the latter part of September, 
having been inilcenced by threats of European war, The reaction waz largely counter-
balanced by an advance in the early weeks of October. From May to the first part of 
September, a high level for the post.war period was shown for Dominion bonds. The net 
result was that prices averaged considerably higher this year than in the same period 
of 1937. 

Tiriile wholesale prices have been relatively steady for the last seven 
weeks, a consicierc.ble decline was shown during the nine months of the year. The reaction 
was particularly heavy during July and August, being affected by excellent harvests. 
The drop in wholesale prices was one of the most reactionary factors during the last 
fifteen months. The official index averaged 80.2 in the first nine months of the present 
year against 84.8 in 1937. The decline in this comparison was only 5.4 p.c. but the 
present disprtritv is no 1pss than ll -  p.c, 

In spito of the marked gain in September, the index of the physical 
volume of business e.veraged 110,8 during the first nine months of 1938 against 121.8 in 
the same period of 1937, a decline of 9 p.c. A moderate gain was shown in mineral 
production on a volume basis while the drop in manufacturing production, according to 
the official index, was 14 p.c 	Each of the five groups entering into the computation 
of the index of the physical voume cf DLisinesS except mineral production, rocorded 
doe lines in this comp.ri on, 

It 	nr deaf that the movement of copper to external markets has 
shown a marked expansion this year over the first nine months of 1937. The gain was 
nearly 33 p.c., the total movcment having been 409.3 million pounds. Nickel exports 
showed a decline of nearly 14 p.c. from the high level of 1937. The drop was from 
169.4 million pounds to 146,3 million this year. Lead production during the first eight 
months recorded an increase of nearly 4 p0c, while zinc exports showed a reaction of 
similar percentage. Increases of 13 p.c. and 9 p.c, were shown in shipments of gold and 
silver, respectively. 
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The index of nanufaoturing production averaged 104.4 in the 
first nine months of 1938 against M.5 in the same period of last year. The decline 
in flour production in the first eight months was about B p.c. while the manufacture of 
sugar rose from 526 million pounds to 567 million. Declines were shown in the operations 
of the meat-packing industry, hog slaughterings showing a considerable reaction. The 

$ 	release of cigars and cigarettes recorded important gains. The boot and shoe industry 
• 	was less active in the first eight months of the present year, the output having been 

reduced from 15.1 million pairs to 13.4 million. The oonsumption of raw cotton, 
Indicating operations in the cotton textile industry, deólinod 19 p.c. to 81.7 million 
pounds. The forestry industry was less active this year, the decline in the production 
of newsprint having been nearly 30 p.c. The demand in the American market was adversely 
affected by considerable stocks acquired during the latter part of 1937 after an in-
crease in the price had been announced. Consumption of newsprint in North American 
markets is now showing an expansion and pub1i shers  stocks have been greatly reduced. 
The external demand for lumber was not so strong as in 1937. Exports of planks and 
boards dropped from 1,427 million feet to 1,209 million. 

The primary iron and steel industry showed reaction in the first 
nine months of the present year, the output of pig iron and steel Ingots dropping 
between 15 p.c. and 16 p.c. The total production of steel ingots this year was 906,378 
tons against 1,077,000 one year ago. The output of automobiles showed a drop of nearly 
20 p.c., having been 129,698 units. The oil industry was active this year, the imports 
of crude petroleum showing a decline of only p.c. from the first nine months of 1937. 
Crude rubber imports, however, dropped off 24 p.c. 

Electric power production, having been adversely affected by 
industrial reaction, especially in the newsprint industry, showed a decline of nearly 
7 pc. Reflecting the influence of heavy grain movements, oarloadings have recently 
recorded improvement. The traffic during the first nine months amounted to 1,774,000 
oars, a decline of 8.4 p.c. The drop in the gross revenue of Canadian lines of the 
C.N.R. was 6.8 p.c* while the C.P.R. recorded a. decline of 4.3 p.c. 

Despite the rapid increase in employment during the latter part 
of 1937, the general index averaged 111.3 in the first ten reporting dates of 1938 
against 112.2 in the same period of 1937, a decline of only 0.8 p.c. Manufacturing 
recorded a decline of 2.2 p.c., and a decline of 12 p.o. was shown in logging. Mining 
and construction have averaged higher than in the same period of last year. 

Call loans, both in Canada and elsewhere, have averaged 
considerably lower this year than in 1937. The sum of notice and demand deposits 
was up 1,4 p.c. over the relatively high level of 1937. The increase In current loans 
was nearly 7.p.c., the average rising from $721 million to $771 million. The security 
holdings were $1,442 million, an increase of 0.6 p.o. Bank debits are recently record-
ing advances, but the total for the first nine months was $23.1 billion against $26.3 
billion, a decline of nearly 16 p.  c. 
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Statistics Illustrating the Economic Situation of Canada in Nine Months of 

1938, Compared with the Same Period of 1937. 

Item 	 Unit or 	First Njne Months of 	Increase + 
base period 	1938 	1937 	Decrease 

Per cent 
General Economic Situation 
ndex of Physical Volumeof Business 
Index of Industrial Production 

$ 	Wholesale Prices 
Index of Corimion Stock Prices 
Capitalized Bond Yields, Dominion 
Mining Stock Prices 
Bank Debits 

1926:100 110.8 121.8 - 9.0 
1926:100 112.0 125.6 -10.8 
1926 2100 80.2 84.8 - 5,4 
1926100 102.5 134.7 -23.9 
1926:100 156.8 144.3 + 8.7 
1926=100 144.1 152.3 - 5•4 
$000 22 0007,381 26,253,228 -15.9 
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Electric Power Production 000 K.W.H. 
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Railways - 
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