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ECONCMIC CONDITIONS IN CANADA DURING THZ FIRST NINE MONTHS OF 1941
COMPARED “ITH THE SAME PERIOD OF LAST Y=ZAR

Reflecting the stimulus of wer conditions further sadvance was recorded in economic
activity during the first nine months of the present year, The national income, the most
comprehensive measurc of materiel prosperity, was $3,591 million in the first nine months
ageinst 33,511 million in the seme period of 1940. The considerable increase of nearly
11 per cent was mainly occaesioned by activities connected with the war effort. The nine
mein branches of commodity production recorded en advance of 16,4 per cent in this ocom-
parison., The total income origimating in this division wes $1,928 million against #1,656
million in the same period of last year. The increase in the distributive activities in-
¢luding transportation end trede was 11.2 per cent. The faciliteting activities embroc-
ing finance, govermment and service, showed a minor increase but the total is exclusive
of tangible assets acquired by the Dominion Govermment through war exponditure.

The national income consists of paymcnts made to individuals such as salarios and
wages, dividends, interest and withdrawals of working proprietors. The positive and
negative scvings of enterprises is also included in the general total. Savings are
retained by enterprises eventually affecting the incomes of individuals. The increase in
notional income from month to month without important interruption sinece the outbreak of
hostilities hos led to a marked inecrease in the purchasing power in the vossession of
Cancdian people,.

An indicator of tho more extensive use of natural resources brought about by war
conditlions is the advonoe in the index of the physical volume of business. The index
averagod 133,8 in the first nine months of 1941, a gain of nearly 13 por cent over the
high level of 118.5 reached in the same period of last year. The advances were goneral
in the five main components. The most significant advance was shown in manufacturing
production, the index advancing 18 points to 148,9., Mineral production recorded a
moderate inoreasc, the average of the index during the first nine months of 1941 heoving
been 130,2. Gold receipts were 3,020,603 fine ounces against 3,662,991, a gain of 4.3
per cent. The greater part of gold produced by Canadian mines is normally shipped to the
Mint for refining., Coal production was 12,4 million tons against 12,0 million, a gain of
3.4 per cent,

The expansion of wer plants and equipment was continued during the present vear.
Contracts awnrded including all classes of construction rose from %248 million to 3323
million, o gain of more than 30 per cent. The power industry opercted close to capacity.
The output wes 23.9 billion kilowatt hours against 22.5 billion in the first nine months
of 1940, a gnin of 6.3 per cent,

The oxternsl trade of Cancda stimulated by war conditions recorded a marked gain
during the period under review. The export trade excluding gold amounted to 31,185
million cgoinst $869 million in the first nine months of lest year, the gain having been
36.3 per eent. A similar percentage increase wos shown in imports which rose from $769
million to 31,048 million, The exocess of exports over imports was *137 million against

$101 million in the same period last vear. The net exports of zold excluded from the
above stotement were $153.5 million azainst %150.2 million in the comparable period of
last year, o gain of 2.2 per ocent,

The incroase in purchasing power wns reflected in a marked goin in retail distri-
bution., The index of retzil szles averaged 125.5 in the first nine months of the present
yecr against 107.6 last yecr, a gain of 16.6 per cent. A marked increase wns also shown
in wholesale trade, the index on the base of 1935-39 having been 138.6 against 116.4 in
the first nino months of last year.

The movement of commodities reflected by the rccords of railway traffio, showod an
important increase in the period under review. The number of ocars loaded was 2,344,396
compered with 2,055,865, The gross operating revenue of the two large railway systems
cmounted to 429 1 million in the first ten months of the present year. The standing one
year ago wes $340.1 million, o gain of 26,2 per cent having been indicated. . The revenue
of this year was greater than at any other time since 1929 when the total waS*$445 million.

The gain in productive operations resulted in a higher level in the workimg forces.
The general index of omployment during the first nine months averaged 147.2 ageinst 119.5
in the some period last year, a gain of 23.2 psr cent. An even greater percentage gain
was shown in manufacturing, the index moving up from 127 to 162, an increase of nearly 28
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por ccnt. Building oconstruction was more than twice as aetive as in the same peried of
last year. The index of mining rose from 166.8 to 174.2, a goin of 4.4 por cent, The
employment in trade showed considerable zoin, the standing having been 154,1 agoinst 140.5.

The index of wholescle prices averaged 88,5 up to the fourth quarter of the present
year ogainst 82,6 in the same portion of 1940, 2 zain of slightly more than 7 per cent,
The weekly index for commodity prices was 93,7 during the week of QOotober 31 ngainst 83.6
in the same week of the preoccding year. Each of the 8 components recorded important
inorecses in this comvarison, The index of crop products rose 10 points to 79.8, vhile
animal products rose 20 points to 102, A minor gain wes shown in non-ferrous metals, the
stonding of the index in the lotest week having been relatively lower than that of any
other group., Three of the indexes, animal products, iron ond chemicals geoupied a
position above the average for the base vye:r of 1926, The greatest relative gain since
the bnse ye~r wns shown by iron and its products, the st-nding in the lotest week having
been 111,7 agains 106,1 in the same week of 1940,

The goin in the index of the cost of living between August 1939 and the first of
October was 14,6 por cent. The standing of the latest date was 115,5 compared with 114.7
at the beginning of the preceding month. During September the gain was less than one
point, creating a precedent sinee May 1. The limited movement in September suggests o
slowing-up in the rate of increcse, The index is the bLase upon which the cost of living
bonuses under the Dominion Govermment wortime wnges policy nre calculnted. The bonus

cynble under the recently cnnounced exponsion of the w-ge poliey to 21l industry will be
calculated on the incroase in the index from October 1 to next Februory.

The sum of the notice and demand deposits smounted to 2,665 million at the
beginning of October compcred with $2,659 million on the same date last year, A marked
increase, however, wos shown in the deposits of the Dominion Government which ~mounted to
331645 million in September against $76.1 million a year ago. Dominion Government
deposits increzosed sharply in June upon the receipt of poyments on the the Victory Loan.
Declines hove boeen shown from morth to month since that time. The reverse position
obtained in regerd to the sum of the notice and demond deposits which had shown o decline
irn June but successive increases sinoce that time. An estimato of the notes in the hands
of the public was nearly #420 million at the end of September ageinst 5338 million in the
same month last year, Bank debits in September were {3,301 million ~gainst 32,571 in the
same month of lzst year, The total chcques cashed during the first nine months of 1940
were 28,502 million against 324,653 million, e goin of %3,849 million or 15.6 per cent.,
It wos estimated thot the sum of the cash and cheque payments in September amounted to
$4,378 million ocompared with 33,353 million in the same month n year ago, The money
supply had increased from %3,055 million to 73,499 million durins the same twelve monihs,

The total revenue of the Dominion Goverrment from April 1 4o the end of September
wos 5696 million apgainst 382 million in the same period cf last year. Marked increases
were shewn in income tax reccipts nnd excise taxes of different descriptions. The
collection of income taxes omounted to %344 million against 3143 million, while the gain
in excise toxes, sales, stomps, otc. was from $110 million to 5201 million. In the same
comparison the ordincry expenditures were about maintained 2t 170,86 million, agninst
$169.2, Tho war appropriation rose from 1239 million to 499 million, with the net
result thot the grand totcl expenditure wns (678 million during the five months against
%441 million in the same period of 1940, It will be noted that the revenuss were
slightly in excoss of the expenditures, no account being taken ol the loans and investa
ments. In the preoceding year the situntion was reversed. During the month of September,
however, the grand total expenditures were in excess of receipts xnd in view of the
probable folling off in povments of income texes, it is cnticipated that the disparity
will be extended during the remc.inder of the fisenl year.

Charts - The ochart on pege 3 presents the nantional income originnting in construce
tion, electric power and custom and repcir., The results for six industrial groups were
portrayved in last month's number of this publication. The nine groups mcke up the
division engaged in the production of ocommodities. The primary industries include zgri-
culture, forestry, fisheries, tronping, mining and electric power, while the seoondary
section embraces manufacturing, n.e.s., construction snd custom and repair.

Commodity production contributed to the national income 2 yearly average of 71,972
nillion during the twenty years under review compared with %954 million derived from the
distributive opcrations of traode and transportation and %1,316 million from the facili-
tating nctivities of finance, govermment and service. It is surprising to find that more
than 30 per cent of the national income wns derived from nctivities other thnn the pro-
duction and distribution of commodities,

The computation of the operating accounts of the construction industry presents
difficulty especially for the period prior to 1934, Statistics of the industry were not
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collected from 1922 to 1923, The datc on contracts awarded were used 2s o~ basis for
estimeting the rzross oper-tineg revenues for years before 1934 when the collection of
statistics wns resumed bv the Pureau. The cdecenninl census presents d~tx for s-=laries
and weges ~nd numbers of working proprietors for 1920-21 ~nd 1930-31. Dividends znd
interest and positive or nesative savinrs were determined from =n er~mination of companv
accounts,

The operzting accounts of the electric power industry were compiled from the
reports of the Burenu ond the compony accounts 2s published in Corporate Securities and
annual Finanecial Review, Depreciation was estimoted at 1.5 per cent of the fixed copital.
Compensation ~nd peonsions paid to employees bv Workmen's Compensation Boards constituted
the other lobour income, .As the informotion avellable resarding general expenses wos
less saotisfactory than for other factors, the series wns used as 2 bclaneing account,
Approximete ngreement was shown with the following dots: General expenses 1919-1923 as
reported to the Burcou. Toxes 1923-1938 os in reports of Central Electric Stetions.
Miscellaneous expenses less taxes from 1919-23 based on percentage of net revenue
extrapolrnted to period 1924-1938,

The custom and repair totals were computed by means of a study of thirteen
industries. These included automobile repair, blacksmithing, bicycle repair, boot 2nd
shoe repair, dyeing, cleaning ond loundry, harness ond saddlery, jewelry repeirs, lock
and gunsmithing, fur cleoning and repriring, business mochines, radio and electric repairs,
upholstery ~nd furniture cand miscellancous repair, The basic materials were assembled
mainly fran the annual census from 1919 to 1821, the personnel dots of the industrial
section of the decennicl census of 1921 and 1931 and the census of 1930 on service
estcblishments, The annucl census of dyeing, cloaning and laundry work was also useful
in this connection., The accounts of each of these industries were balanced over the
period from 1919 to 1933, The summation for the thirteen industries suoplied the record
for the group.

Three of the eleven industries ensazed in tromsvortation ond trode are presented in
Chart 3. The annu~l statisties collected bv the Bureau are used in determining the
income payments and savings of the stecm and electric railvays, The s-lories and wases
paid by C.N.R. express =nd telegr~ph divisions of the two important rsilwrys were deducted
from the grond total. Other labour income consists of compensations for injuries,
pensions and other minor cmounts. Dividend znd interest receipts were deducted from
rayments to obtain net totals, et savings were tcken from the income account of the
rellweys with o minor addition. A somewhat similar procedure was followed in melking up
the income¢ produced by electric roilways.

The income originating in wnter tronsport was based moinly on the decennial
censuses of 1921 and 1931 with interpolation for intercenssl vears. The numbers of employ-
ees, the wrge rate and the number of working vroprietors were token from the decennizl
census., The interpolation index wes an average of the numbers of Canadian vessels passing
throuch the cancls and of the number engnaged in shipping and stevedoring. This index was
t1lso used in the interpolation of subsistence nllowances. The rate index was brsed on
the experience in six industrial groups, the wnge data for which wns collected by the
Bureaus, The withdrownls of working proprietors were estimated from the smoothed version
of the numbers ond rotes of employees. The rates were pivoted on o differsntial over the
decennial wage rote in the 1921 and 1931 periods.

The economic structure is constontly changing, sometimes slowly as consumer wants
gradually shift or as new inverntions are gradually developed nnd put into use. The aubo-
mobile ond the radio ore excellent examples, calling for new production arrangements.,
Economic changes are sometimes violent, ns when a wave of mergers ropidly clters the
industricl scene or a new impetus is given to labour organizatior bv a shift in public
policy. 4n understanding of the Canndian economy is a first step towards the recons-
ciliaction of present operatinz vnolieies with the essential ncture of the system.

While the azcrezate of the movev income of Cenads recorded decline durinz the last
twenty vears, the reduction was bv no means general througshout the entire field., The
industries enznged in commodity production and handlins show 2 decline in the second
decade from the first of 18.1 per cent and 15.6 per cent, respectively. The facilitating
industries as defined ~bove, on the other hand, recorded an increase of npproximately 11
per cent,
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Statistics Illustrating the Teonomic Situation of Canads for the first nine months
of 1941, campared with the same period of 1940,

Mine Months

Unit or Pirst Incrocse +
Item base
period 19+l 1540 Decrease -
Netional Income (Tentative Compilation)l/ 000 3,891,188 So0 2982 + 10.8
Comnodity Producing %000 1,928,400 T, 658 208 + 16.4
Commodity Handling %000 809,459 728,009 + 11,2
Facilitating 000 17158329 ) 1les SEIoN + 2.4
General Economic Situsation
Index of Physical Volume of Business 1935-9=100 133.8 118,65 + 12,9
Index of Industrial Production 1935~92100 147.4 1 30516 + 12.9
Wholesale Prices 19262100 88,5 82.6 e sl
Index of Common Stock Prices 1935-9210C 6742 78.7 - 14,6
Capitalized Bord Yields, Dominion 1935-9£100 104.3 kol ST il 55
Mining Stock Prices 1935~98100 74,8 81,8 2 | iBee
Bank Debits $000 28,502,328 24,652,180 + - AliGeE
Production ond General Business
Minersl Production 1935-92100 130, 2 126.2 FIRRL] 2
Gold Receipts Fine Ozs., 3,820,603 36625981 + 4.3
Silver Shipments Fine Ozs: 13,979,090 16,199,168 - 13,7
Ccal Production Tons 12,446,462 12,028,355 + 3.4
Manufacturing Production 1935-9=100 148,9 130:9 + 13,8
Flour Production (First 8 Mos,.) Bbls. 13,984,534 10,081,998 + EERT
Sugar Manufactured Lbs, 663,493,637 820, 345,592 CI ) {2
Cattle Slaughterings No. 1,258,035 1,182,876 + 6,3
Hog Slaughterings No. 4,198,536 3,463,714 + 21.2
Cizarettaes relensed No. 6,263,494,099 5,563,072,8354 + 12,6
Cigars relensed No. 11347, 108E =568~ 1 846528 + 16,2
Leather Boots & Shoes (First 8 Mos ) Pairs 18,404,561 15 2397 017'5 + 20.8
Raw Cotton Consuvmption Lbs. 147,249,878 1432 238,909 + S
Paper and Lumber -
Newsprint Production Tons 2,505,947 2, 27 3,685 - 2.6
Exports of Planks and Boards M i 1, 265815 1,788,363 - 3.4
Iron ond Steel -
Steel Ingot Procduction Long Ton Lo B s 163 1,464,548 + 18,6
Pig Iron Production Long Ton 945,108 845,456 sEilylie B
Automobile and Allied Industries -
Automobile Production, Cars and trucks No, 209,213 154,848 + 35.1
Petroleum Imports 000 Gals, 1,203,964 1,060,636 + 13.5
Crude Rubber Imports Lbs. 127,255,620 68,083,514 + B86.9
Construction -
Contracts Awarded 2 322,809,100 247,749,000 30.3
Building Permits (58 Municipalities)$ 76,801, 301 81, 324,052 - 6.8
Electrioc Power Production 000 X, W,H, 23,900,255 22,483,592 + - B3
Externnl Trzde (Excluding gold) -
Exports $ 1,184,684,051 869,311,971 + 36,3
Imports § 1,047,896,396 768,719,704 + 36.3
Excess of exports over imports & + 136, 787,655 + 100,592,267 -
Internal Trcde '
Wholesale Scles 1935-92100 138,6 116.4 Ll L2
Retail Sales 1935-92100 125.5 b l{0) 72 + 16,8
Roilways -
Corloadings No. 2,544,396 2,055,866 + 14,0
Gross Revenue C,N,R.(Cenandian Lines)$ 188,800,000 152,886,000 + 23,5
Gross Revenue, C.P.R. $ 158 467,008 <~ A2 2, 1 7%, Gl v 4
Employment - 9 months'! everage unadjusted -
Genercl Index 1926=100 147.2 SN + 23.2
Menufacturing G202 Bl A, + 27,7
Logging N EI=E 140.0 o BT
Mining 174.2 168.8 + 4.4
Construction ol 2 82.4 + 44,7
Building 130,5 62.0 + 110.5
Highway 144,3 116.0 + 24.4
Trzde 154,1 140,5 + 9,7
Banking - 9 Months' cverage
Notice and Demand 5 2, 6630088, 69) 22206 ET6 913 % - ~23h
Current Loans % 1,081,110,900 953,149,481 + 13.4
Security Holdings a 1; 036,308,795, Py 55.7, 955,006 + 8.7
Notes in hends of $ 382,436,477 278,031,701 + 37.6

L/ Exclusive of tangzible assets acquired by the Dominion Government through wor

expenditure.
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