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BCOXOL.IC CONDITIQONS IV Cai'ala DURIVG THE CALEYDAR YEAR OF 19uUO COMPARED “ITH 1939,

The accelerwtion in economic operations in Canada during 1940 resulted in an in-~
crease in the national income from $4,409 million in the preceding year to $4, 784 million,
The indicated increase of 8.5 per cent reflects the impact of the war leading to greater
activity in most sections of the Canadian economic system,

The minor recession of two years ago was terminated upon the outbreak of hostili-
ties and the volume of production has recently risen to the highest point in our econonic
history. The index of the physical volume of business maintained by the Dominion Bureau of
Statistics reached, during 1940, & level far surpassing that of 1929, generally regarded as
abnormally prosperous., The output of numerous lndustries is at record levels and quantita-
tive information indicates that some industries are working at or near capacity with sigms
of a scarcity of some types of skxilled labour,

The commodity-producing activities, including the nine main branches of product-~
ion, as listed in the Survey of Production, recorded an increase of 8.1 p.c. during 19LO,
the income produced having been $2,252 million against $2,083 million in 1939, The percent-
age increase in the commodity-hendling industries, including transportation and trade, was
of considerably greater proportions., The total was $983 million in 1940 compared with $843
million in the preceding yoar, a gain of 16.7 p.c. The facilitating activities embracing
finance, government and service, contributed to the national income to the amount of $1,549
million against $1,484 million in the preceding year, a gain of L.4 p,c,

The insatiable demands of war are the basis of the present prosperity. It was
announced by the Dspartment of MNunitions and Supply that the amount of contracts placed on
Canadian and United Kingdom account, excluding certain contracts pending undee the plant
extension program, wes $1,105.8 million. These contracts, mumbering 73,899, were placed
by the Department of iunitions and Supply and its two predecessor purchasing bodles, The
sum of $307.1 millioa was expended on the plant extension program alone, This amount is
an appreciable addition to the private extension of productive facilities. The manufacture
of munitions is for the present purpose on a somewhat similar footing with the extension
of capital equipment within the country,

Capital formation in the physical sense is one of the most prominent of the
determinants of national income, Important expenditure under this hsading adds greatly
to the money flow, The secondary effect is of equal importance with the direct impetus,
The production of construction material and thes disposa:l of the income of the employsee
engaged on enterprises of this type contribute to sconomic expansion, Construction con-
tracts awarded amounted to $346 million against $187,2 million in 1939, & gain of nearly
85 p.c. A portion of the war contracts is included in the compilation,

Cenndian prosperity hos always been dependent to & large extent on exports, in
the broad sense, External trade is particularly vital to the economy of Canada, Abundant
natural resources encourage the production of & considerable number of commodities far in
excess of the normal requirements of the domestic murket, There are conversely products,
egpecielly raw materials, difficult or impossible to produce in this country and neces-
sary importation of these products encourages an exchange of goods in international
markets, The export of merchandise, excluding gold, was $1,193 million in 1940 sngainst
$936 million in the preceding year, &« gein of 27.5 p.c. 4s imports were $1,082 million
in the year under review, & considerable excess of exports over imports was shown, The
loss of export markets on the continent of Burope during the first year of war was more
than offset by expansion in the purchases of other countries, The decline in receipts
of United States exchange by means of tourist trade was considerable, according to the
record of sixty-day tourist permits. Counterbalancing to a certcin extent the cppre-
ciable decline of American travel in Cinade was ths much greater decline, relutively,
in %tne number of Canadians travelling in the United States,

The most constructive frctor in economic conditions during the year under re~
view was the spectacular sdvance in business operations, The indsex of the physical vo-
lume of tusiness averaged 1i45,4 during the year angainst 122,4 in 1939, a gain of nearly
19 p,¢c. In the early months of 1940, the indsx rose to o level corresponding to the
mr2imum reached in 1929, the culmination of the last prosperity period. The stecdy
advence, after the first qu.rter, cirried the index into new high territory in the in-
dustrial history of Conrde., Commodity prices recovered sharply in the last four months
of 1939 followinz the outbreak of hostilities, while a moderate cdvance was in evideince
during the last half of 1S40, The general level of commodity prices was characterized
by relative stsadiness throughout the year,

High-zrade bond prices recovered considernbly from October 1939 to the end of
the year under review, The recovery followed a marked reaction during the first month
of the conflict, The index of coopitalized bond ylelds crossed the inter-war trend line
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in the upvi.rd dirsction durins the ligt month of the yewr. The course of coumon stock
oricss reflected the influence of the uncertaianties of the war, the repatriation of
Con.dinn securities held in Britain nd the effect of hervy taxstion upon the chief
opar.ting comp:nies, A sharp reuction occurred during May and June reflscting the
adverse military operations in ¥rence. The subsequent recovery was of moderate pro-
portions, The index of coumon stock prices ~veraged nearly 85 agninst 100,5 in the
preceding year, & decline of 15,5 p.c,

The index of minersl production, based upon nine fuctors, rose from 214 in
1939 to 237.6, & gnin of nenrly 11 p.c, An increase of nearly 12 p.c, was shown in ceal
production which «mounted to 17.2 million tons. Gold receipts at the ¥int recorded a
gain of 2.3 p.c., over the high level of the preceding yecr, the total having been
4,966,000 fine ounces,

The index of manuficturing production rose 23.4 p.c. to 146.,7. Adv.nces were
recorded in & large majority of the thirty factors used in the compilation., The gain
in hog slaughterings, indicating conditions in the meat-packing industry, wus 50 p.c.,
the total having been 5.5 million head, 3Rew cotton consumption, an important indicator
of conditions in the textile industry, rose from 128 million pounds to 191 million, a
goin of more than Y9 p.c, Appreciecble increnses were recorded in the production of
newsprint and the export of planks and boards, Steel ingot production rose U5 p,c.
while the outout of pig iron wi.s 55 p.c. greater, The production of automobiles rose
44 p,c, to nearly 223,000 units, The imports of crude petroleum, indiceting activity
in the oil industry, recorded a gain of nearly 7 p.c., the total having been 1,484
million grllons,

The war nccounts for the heavy deficit financing of the Dominion Goyernment,
The short term result is the enhancement of prosperous conditions and a rise in
national income, Dominion revenues, owing to increased toxation cdvanced to $572.6
million in the first nine months of the present fiscal year, againgt$398,8 million in
the corrasponding ovsriod one year ago, Totil expenditures rose from $41l4.4 million
to $795.6 million in the same oompariscn, wer appropriations alone heving been $477
million ngainst $86.8 million in the corresponding nine-month period, It sesms reason-
able to conclude that the effect of the excess of government expenditure over revemues
in stimulating incre:ssed total incomes his really only begun and will hove a much zreater
influsnce during the present year,

A tangible development bearineg on Canadian conditions during the next seven
months 1s the heavy volume of the last Marvest, The bacon trade has proved a con-
siderable source of income to Canadian farmers, the current stocks of Canadian grain
and forage tendine to buttress the production of dairy and meat products. The wave of
prosperity in the United States will assist in providing a market while domestic require-
ments will be heavier as indicated by the volume of productive operations,

The general index of employment was 124,2 in 1940 against 113,9, a gain of 9
p.c. Gains of 16,9 and 2.8 p.c, were shown in manufacturing and mining, respectively,
Building construction rose 34 p,c, and the moderate gain of 4,6 p.c. was shown in
trading activities.

The deposit liabilities of the chartered banks rose to a new high point at
$2,522 million compared with $2,4ll million in the preceding year, a gauin of 3,3 p.c. As
bank debits or the amount of cheques cashed in clearing centres rose from $31,6 billion
to $35.4 billion, it is evident that the turnover of bank deposits recorded a considerable
acceleration, Current loans averaged 13 p.c, greater in 1940, while the security holdings
of the banis rose 2.5 p.c. to $1,578.7 million,

Tebruary 6, 194l
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Jtutistics I)lustretiis the Zconomic Situation of Canada in the Calendar Year of 19hLO,
Compared with 1939,

Hait ox The Calendar Year of:
Item bise 1940 1939 Increase +
oeriod Decrease -
Haticnal Incoms $000 4, 784,269 4,409,162 + 8.5
Commodity Producing $000 2,252,153 2,082,825 + 8.1
Commodity Handling $000 983,084 842,718 + 16.7
Facilitating $000 1,549,032 1,483,619 + Uu.b
General Zconomic Situation
Index of Physical Volume of Business 1926=100 1L5.4 122.4 + 18.8
Index of Industrial Production 1926=100 153.3 124.5 + W2
%holesale Prices 1926=100 82.9 15.5 + 9.8
Index of Common Stock Prices 1926=100 84,9 100.5 - 15.5
Capitalized Bond Yields, Dominion 1926=100 138.6 142.8 = | Byl
Mining Stock Prices 1926=100 116.4 149 .7 - 22.2
Bank Debits $000 35,437,475 31,617,352 12.1
Production and General Business
Mineral Production 1926=100 237.6 14,3 + 10.9
30ld Receipts Pine Ozs. 4,965,828 BOeR. T + 2.3
Silver Shipments Fine Ozs. 19,971,496 21,769,861 - 8.3
Coal Production Tons 17,207,363 15, 380 886 + 11.9
Mamifacturing Production 1926=100 146,7 118.9 + 23,4
Flour Production (11 mos,) Bbls. 15,178,789 15,287,10ﬂ - 0.7
Sugar Mamufactured Lbs. 1,050, 570, 832 999,510,880 + 5.1
Cattle Slaughterings No. 1,593,677 1,552,496 + 2.7
Hog Slaughterings No, 5, 454,930 3,628,369 + 50.3
Cigarettes released Yo. il 5&1 8Ml 581 7,126,192,927 + 6.3
Cigars released Yo, é lgg %60 9&3 + 24,2
Raw Cotton Consumption Lbs, 30,1 + §8.%
Paper and Lumber -
ﬁewsprint Production Tons 3 M18 80 2,869,266 + 19.2
Exports of Planks and Boards M £t 2.451, 63 2,113,206 + 16.0
Iron and Steel ~
Steel Ingot Production Long Tons 2,011,172 1,384,827 + Lus.2
Pig Iron Production Long Tons 1,174,894 756,182 + 554
Automobile and Allied Industries -
Automobile Production,Cars and Trucks Mo, 222,984 155,316 + U43.6
Petroleum Imports 000 Gals. . u8u 531 1.305,%09 + 8.7
Crude Rubber Imports Lbs. 113,773,959 70,212,487 + 62.0
Construction -
Contracts Awarded 346,010,200 180 l 8,500 + B8u.9
Building Permits 1/ 112,691, ugg 53 T 20 + 82.?
Electric Power Production 060 K, ¥ i, 30, 080, 2 1350,964  + .
External Trade - (x)
Exports $ 1,193, 217 5g2 935,921, 71 + 27.5
Imports i iy 081 950,719 731,025 ,53 + b1
Bxcess of exports over imports 111 2 6 73 184,866,179
Railways -
Carloadings ¥o. 2,826 986 2,548,964 + 10.9
Gross Revenue C,¥,R,(All Lines) $ 212, 300, 157,084,250 + 35.2
Gross Revemue C.P.R. $ 170% 96& 97 151, 280 700 + 43.8
Bmployment - 12 months! average unadjusted -
General Index 1926=100 124,2 113.9 + 9.0
Manufacturing 1g1.3 112.3 + i6.9
Logein 166. 119.1 + Lo.1
e 168:8 Al
Construction 9oL, .7 1N8s',@ - 19.7
Building 83.5 62.2 + 34,2
Highway 122.1 218.8 - bh.2
Trade 142.9 136.6 $ 4.6
Banking - Twelve months! average -
Notice and Demand Deposits $ 2,521,950,495 2,u40,957,546 + 3,3
Current Loans $ 968, 547,905 854,511,568 + 13,3
Call Loans - Canada $ L4 116,757 54,508,836 - 19.1
Security Holdings $ 1,678, 717,.087 - 1,540, 887,250 =+ 2,5

(x) Excluding gold,
1/ 58 Municipalities,

Porty items showed incresses, while
six items recorded declines,
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- NATTONAL INCOME BY MONTHS
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