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BUSINESS CONDITIONS IN CANADA DURING THE FIRST ELEVEN MONTHS OF 1940
COMPARED WITH THE SAME PERIOD OF LAST YEAR

The economic system of Canedn was profoundly affected by the impact of war oon-
ditions. The transfer to the war economy was effected without undue dislocation, the
process beginning immediately upon the outbreak cf hostilities, The intense mechanization
of modern warfer= led to insistent demend for cxpensive weapons and supplies of all kinds
required for the maintenance of ths fighting forces and their trensport to the scene of
conflict.

The barometers of business ectivity were practically uwnanimous in recording ex-
pansion. The index of the physical volume of business was more then 19 p.c. higher in the
first eleven months of 1940 than in the same period of the preceding year, The main in-
dustriel centres favoured with civersified plant and equipment and extensive transport
faoilities participated fully in tie revival of production. Strong govermmental action
served to allaey fezrs of shortages in raw materials and prices recorded remarkable
stability after the rise in the first few months of hostilities.

An imrortent rise in the national income wes occasioned by the impaoct of the
war, the present scope of Caneda's participation being conduoive to the inorease. The
money flow during the year just endel was greatly expanded by three important developments.

A major stimulating foroz was the expansion in plant and equipment, The new
business obtained by the construction irdustry in the form of contracts awarded and
building permits recorded a gain cf 85 p.c, and 95 p.o., respectively. The Minister of
Munitions and Supply snnounced some tims ago that the total capital expenditures and com-
mittments for new plants in connsotion with the war effort amounted to $250 million, Some
of the plan“s are already in operation but construction has only recently oommenced on
othsrs,

While t:: expansion in the capital equipment in the country is now of large
proportions, the sec. :lary erfect should not be overlooked. The additional income earned
in the production of buil !~~ materials and construction has led to an accelerated demand
for consumption gocds. The aulllicn to employment in consumers' goods industries is a
secondary expansion which is now adding appreciably to the national income,

Another important acquisition to the money flow consisted of receipts from
visible and invisible exports. The expansion of demand from Britain and the Commonwealth
more than counterbalanced the loss of trade with countries falling under German domination.
The export trade is a potent vitalising force in the Dominion's economic life. Exports
in the first eloven months of last year amounted to $1,094.5 million compared with $833.9
million in the same period of the preceding year, a gain of 31 p.c¢. The net export
balance of gold excluded from the above statement was §185.7 millisn compared with $168,.6
millifon one year before.

In the third place, it is olsar that the defiocit financing of the Dominion
Government since the war commenced is an important method of generating additionsl inoomes
and purchasing power. Canada's expanditures listed under War Appropriation in the first
eight months of the current fiscal year amounted to $392.8 million. The Minister of
finance informed the House of Commons, last August, that the probable oost of the current
year's war program would be {940 million aside from the expenditures on ordinary govern-
mental services. During the first four months of hostilities war costs amounted to $45
million end they totalled $62 million during the next three months to the end of the fiseal
year,

A change in the character cf production has taken place. It oommenoced with the
closure of certain export and import markets, forecing a tendenoy towards greater
dependence upon domestio produstion. Against the background of abundant natural resouroes,
Canada has made an effective contribution to the operations of the war, The wide margin
of potential production above what is needed for consumption with large initial resources
of labour, capital and raw materials has placed the Dominion in a favourable positiom in
this regard.

The impact of ths war hes resulted in considerable fluctuation in the major
economic factors of Canada. Wholesale prices advanced considerably during the last four
months of 1939, the general level romaining remarkably steady during the year just ended,
High-grade bonds dropped sharply during the first month of hostilities but the subsequent
recovery has counterbalanced a c¢onsidereble proportion of that resction. Common stook
prices advanced during the first twc months of the war period but due to adverse develop-
ments in France, showed marked denlins during May and June.

The recovery in the last half of 1940 was of minor proportions. While oconsider-
able fluctuation was shown in the deposit liabilities of the chartered banks, the average
during 1940 was greater than in any cther year in the history of Canadian banking,

The most ccrstructive eocnomic factor was the spectacular advance in busineas
operations and it is now evident thet production was greater in 1940 than in any other yeoar
in history. The index of the physical vclume of business averaged 144,7 in the first eleven
months of 1940 against 121.4 in the same period of the preceding year,an increass of 19.2
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Statistics Illustrating the Econamie Situation of Canada in the First Eleven Months of
1940, Compared with the Same Period of 193S.

*

Rkt or
B i base First Eleven Months of: Inorease +
period 1940 1939 Decrease -
General Economic Situetion
Index of ihysical Volume of Business 1926=100 144.7 121.4 + 19,2
Index of Industrial Produoction 1926s100 152.7 124.5 + 2o
Wholesale Prices 1926=100 82.8 74.9 + 10,6
Index of Common Stock Prices 1926=100 85.6 100.4 - 14,7
Capitalized Bond Yields, Dominion 1926=100 138.2 1565,8 - 1348
Mining Stock Prices 1926=100 116.5 150.4 - 22,5
Bank Debits $000 31,229,127 2B,560,485 + 9,9
Production and General Business
Mineral Production 1926=100 239.2 215.4 + "IN
Gold Receipts Fine Ozs. 4,550,763 4,435,231 + 2,6
3ilver Shipments Fine Ozs, 18,456,065 20,161,568 =~ 8.5
Coal Production Tons 15,564,271 13,923,061 + 11,8
Manufaocturing Production 1926=100 145.8 11753 + 24,3
Flour Production (10 mos.) Bbls. 13 1550h56Y, * 1ESFI6L 605 + |, 2h
Sugar Nanufactured Lbs, 886,565,423 809,120,369 + 9.6
Nattle Slaughterings No. 1,490,310 1,455,808 + 2.4
Hog Slaughterings No., 4,793,019 3,224,575 + 48,6
Cigarettes released No. 6,997,004,339 6,613,813,090 + 6,8
Cigars released No. 148,807,427 120,150,593 + 6,1
Raw Cotton Consumption Lbs. 175,118,528 114,207,670 + §3.3
Newsprint Production Tons 3,165,906 2,628,610 + 20.4
Exports of Planks and Boards M ft. 2,261,389 1,962,894 15.2
Iron and Steel -
Steel Ingot Production Long Tons 1,825,752 1,234,765 + 47.9
Pig Iron Production Long Tons 1,064,417 661,562 + 60.9
Automobile and Allied Industries -
Automobile Production,Cars and Truocks No. 199,620 138,338 + 44,3
Petroleum Imports 000 Gals. 1,407,107 1;245,106 % 13,2
Crude Rubber Imports Lbs, 97,452,005 63,994,328 + 52,3
Construction -
Contracts Awarded $ 329,091,900 177,749,300 + 85.1
Building Permits 1/ $ 104,342,666 53,431,802 + 95.3
Electric Power Production 000 K.W.H. 2in485,807 1 2b,8BH61j206 + 645
External Trade - (x)
Exports X 1,094,506,932 833,948,985 + 31,2
Imports $ 979,648,243 678,946,196 + 44,3
Excess of exports over imports $ 114,858,689 155,002,789 - 25.9
Railways - :
Carloadings No. 2,595,715 2,349,102 + 10,5
Gross Revenue C,N.R.(Can. Lines) $ 192,033,000 157,084,260 + 22,2
Gross Revenue C.P.R. 154,956,000 138,105,545 + 12,2
Eaployment - 1z moaths'average unadjusted -
General Index 1926=100 124,2 113,89 + 9,0
Manuts sturing 131.3 112,3 + 16,9
Logging 166.9 Al el Y + 40,1
Mining 168.4 163.8 & 288
Construction 0}/ 113.0 - 19,7
Building 83.5 622 + 4.2
Higaway 8 L 218,8 - 44,2
Trade 142.9 136,6 + 4,6
Banking - Eleven months' average -
Notice and Demand Deposits ¢ 2,508,309,627 2,427,038,580 + 3,3
Current Loans $ 965,809,081 844,897,658 + 14,3
Call Loans ~ Canada $ 44,465,645 54,648,737 - 18,6
Security Holdings F 1,5683,0563,772 1,630,541,962 + 3.4

—_—

{x) Excluding gold.
1/ 58 Municipalities,

39 items show inoreasses,
8 items show decreases.
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