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ECONOMIC CONDITIONS Ih CANADA DURING THE FIRST TEN MONTHS OF 1943 
COMPARED YITh THE SAiE PERIOD OF 1942  

The six factors indicating the trend of economic conditions reached a 
Kther level during the first ten months of 1943 than in any other period. The 
xpnsion was mainly due to advances in business operations, the deposit liabilitee of 
the chartered banks and in wholesale prices. The price of Dominion bonds has been 
reiarkably steady since mid-year, 1940. Sp.cu1ative factors, including common stock 
prices and the shares traded on the stock exchanges, showed a continued advance beeen 
August, 1942 and June of the present year. The advance in common stock prices counter-
balanced the decline subsequent to arch, 1940. Speculative trading in the first ten 
moAths of the present year was greater than in any similar period since midyear, 1940. 

Viholesale pricos on the basis of 1926 averaged 99.4 in the first ten months 
of the present year against 95.4 in the same period of 1942, a gain of 4.2 p.c. In 
recent months the index has uovod above parity with the base of 1926. The advance in 
recent years, especially since the outbreak of hostilities, has counterbalanced the 
decline in evidence since the latter period of 1939 to the first quarter of 1943, 

The sum of the four main classes of bank deposits has shown an upward trend 
since the first quarter of 1934, the advance heing greatly accelerated upon the outbreak 
of war. The deposit liabilities in the first ten months of 1943 reached a new high 
lovel in our banking history. The average was 43.9 billion against $3.2 billion in the 
sau period of last year, a gain of 20.8 p.c. having been indicated. 

The index of the volume of production, the most significant of the six 
fecters tinder consideration, rose to an extraordinary height in the first ten months of 
1945. The index of the physical volume of business on the base of 1935-39 averaged 
nearly 234 against about 200 in the same period of 1942, a gain of more than 17 p.o. 
The 	w&. practica11y maiutainfd 4ring the lator part of 1939 at a 
eomparable to that of 1929, the culmination of the preceding prosperity cycle. Pstsred 
b' tbG hvy W&V dOMandS, the ,nco VMS cottnued after the ft st qUIrtOP Of 140, and 
a sharply rising trend has been maintained until recent months. The index shoved a gain 
in October over the preceding month but the naximum of August was not surpassed. Having 
practea1ly reached a stage of full employment, further important advances are not 
expected. During recent months the output of usr plants has tended to raise the index 
but isolated cases of curtailment are commencing to have an effect. 

The index of employment maintained by the Bureau month by month has recorded 
a new maximum, The averagu during the first ten months of the present year was 163 
eopared with 170.4 in the same period last year. Vhilc the inoroase was limited to 
7.4 p.c., the higher standing of the indox on the base of 1926 indicates the marked 
iflerease in the working forces of Canada. Employment in manufacturing and construction 
recorded gains over the same period of 1942. The index of trade employment, including 
wholesale and retail outlets, receded from 155.4 in 1942 to 152.9 during the first ten 
months of the present year. The index of omployment in manufacturing averaged 225.2 for 
the first ten reporting dates of the present year, a gain of 11.4 p.c. over 1942. Each 
of tho main coipononts of the index of the physical volume of business recorded expansion 
in 1943 over the same period of last year, except the new business obtained by the 
construction industry. The index of mineral production covering smelting as well as 
mining operations rose from 223 to 287. The gold industry was less active, receipts at 
the i(int for the first ton months of the present year h.ving been 3,074,537 fine ozs. 
oopared with 3,934,479. The decline in coal production was 5.5 p.c., the total for 
the first ten months having been 14.6 million tons, 

•The index of manufacturing production rose 22 p.c. to 291.2 during the elapsed 
portien of the prosent year against 238.5 in 1942, Considerable gains were shown in the 
flour milling industry, the output in the first nine months having been more than 18 
million barrels. The meet packing and dairy industries recorded considerable expansion 
over the scue period of 1942. The output of creamery butter was 283.6 million pounds, 
a gain of tnore than 12 p.c. over the same period of last year. The release of cigarettes 
was 9.4 billion, a gain of nearly 15 p.c e  over the same months of 1942. The textile 
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industry, due to the shortagL of manpoer, recorded a decline in oprtio1s. The ravv, 
cotton consumption declined 103 p.c. to 152 million pounds. 1wwsprint production 
amounted to 2.5 il1ion tons, a decline of 7.6 p.c. Stool ingot production was nearly 
maintained at the high level of the preceding year whilo a decline was shown in pig 
iron. Operating under the limitations of wartime, th construction industry was loss 
successful in obtaining now business, contracts awarded having boon loss than 180 
million, a decline of 28 p,c from the preceding year. 

The power industry shovod further advance to a new high point in 1943. The 
consumption of firm power was 29.4 billion K.'.HS against 26.7 billion in 1942, tho 
preceding maximum. The gain of 10 p.c over th high level of last year indicates the 
heavy contribution of the power industry to the war effort. 

The gain in domostic trade was of moderate proportions. The index of retail 
&.1cs rose only from 144.4 to 149.9 the increase being limited to 3.8 p.c. Wholcsala 
sales rose 6,8 p.c. in the same comparison, the index in the first ten months of the 
present year being 165.4 

The export trade is an excellent measure of Canada's economic contribution 
to the war. The amount in thu first ten months was nearly tli2.4 billion compared with 
4.9 billion in the same period of last year, a gain of 6 pc. A moderate gain was 
also shown in the imports of merchandise. The net export of non-monetary gold was 4121 
ai1lion in the first ton months against 0157.9 million in the same period of last year, 
a declino of 23.4 p.c. 

The railways wore more active during the present year than in 1942, the tons 
carried one mile have been 41 billion against 37 billion in the same periode 	The 
gain was nearly 12 p.c. while the increase in car loadings was loss than 1 p.c., indicat-
ing the considerable gain in ufficiency The gross revenue on the internal lines of the 
Canadian National Re.ilway was $290.5 million against 238.8 million , while the revenue 
of the Canadian Pacific Railway roso from 188.6 million to $217.6 million. 

It is estimated that the circulating media in the hands of the public, 
oonsisting of bank notes and subsidiary coin, rose from 4549 million to an average of 
732 million, a gain of nearly one third. Bank debits in the first ton months wore 

billion against $36.4 billion in the same period of last year. The sum of the cash 
and cheque paymenwas estimated at 59 billion against49 billion, a gain of 20.3 p.c. 

The total revenue of the Dominion Government was $1,536 million during the 
period from April to October compared with 1,273 million in the same period of last 
year, the increase having been 20.7 pc. Var expenses rose more than 61 p.c. from 
l,223 million to :l,971 million. The United Kingdom war financing amounted to C829 
million in the first seven months of the fiscal year of 1942-43 while the payments under 
the United Nations iIutual Aid Act of the prsent year wero 295.6 mi11ion 

The national income :' ''sta'Ye1y. estimatod 	at )7..300 million in 
the first ten months of the prtsent year. The gain over the same period of last year 

s 18.3 p.c., the total having been C? 	million. 

The study of nationnl income, conducted by the Bureau, extends over the 
period from the end of the First "orld ar to the presext. The general plan was to 
assemble or estimate the paynunts to individuals and the undistributed profits of the 
thirty industrial and service groups. The typos of payments such as salaries and wages, 
other labour income, withdr..wa1s of working proprietors, dividends, interest and rents 
wore than added for the thirty productive sources. The results were used for determin-
ingthc relative importance of the groups and of the types of payment. The study of the 
trend and fluctuation of the nurertu 	statistical series makes up a comprehensive 
analysis of the workings of the Canadian economy. 
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T.blc 1. statistics Illustrating the Economic Situation of Canada for the first Ton 
ionths of 1943 compired with the Saro Period of Last Yoar,  

Unit or First Ton iionths 	Per Cont 
Base Increase + 

Period 1943 i'.942 	Decrasc - 

General Economic Situation 
Index of Physical Volume of Business 19359100 2339 199.8 + 17.1 
Index of Industrial Production 1935-9-100. 271,2 224.7 + 20.7 

tho1osale Prices 1926-100 99,4 954 + 	4.2 
Cost of Living 1935-9'100 1182 116.7 + . 13 
Index of Co:ariori Stock Prices 1935-9-100 842 63.1 + 33.4 

Index of Bond Yields 15-9=100 97.6 99,3 - 	1.7 
Bank debits 000 43,032,811 36,365 3084 + 18.3 

Production and General Business 
-• i'iineral Production 1935-9100 2L7,2 222.7 + 29.0 

Gold Receipts at thint Fine Ozs. 3,074,537 3,934,479 - 21.9 

Coal Production Tons 14627 3 653 15,475,194 - 	5.5 

?ianufacturing Production 19359:100 291,2 238.5 + 22,1 

Flour ProdUction (9month) Bbls. 18 0 007,023 14,873,098 + 21.1 

Cattle 31aughtorins No. 1,331,219 1 1 354,236 - 	1.7 

Hog Slaughterings No. 5,315,264 4,874,440 + 	9.0 

Crcar.iory Butter Production Lbs. 283,566,647 252 40 677,702 + 12.2 

Factory Cheese Production Lbs. 146,844,392 189,445,514 - 22.5 

Cigarettes released No. 9,444339,079 8,232,278 : 945 + 14.7 

Cigars released No 162,311,735 164,432,095 - 	1.3 

Loather Boots and Shoes (9 months) Pairs 21 2 781 : 794 21,048,046 + 	3•5 
Raw cotton consumption Lbs. 152,315,584 169,752,551 - 10.3 
Paper and Lumber - 
Newsprint Production Tons 2,476 : 768 2,681764 - 	7.6 
Iron and Steel - 
Steel Ingot Production Short Ton 2 3 509,712 2,583,218 - 	2,8 
Pig Iron Production Short Ton 1,478,760 1,640,055 - 	9.8 

Coke Production Short Ton 2 3 966 5 167 2,730,675 + 	5.0 

Construction - 
Contracts awardud 179,968 3 100 249,899,700 - 28.0 
Building Permits (58 Municipalities) 50,809,332 64,865,491 - 21.7 

Consuption of firm povor 000 K.W.H. 29,418,970 26737,554 + 10.0 
Internal Trdae 
itholosalo Sales (9 morbhs) 1935-9100 165.4 154.8 + 	6,8 
Retail Sales (months) 1935-9100 149.9 144,4 + 	3.8 

External Trade - 
Exports 000 2,399,976 1,905,264 + 26.0 
Imports 000 1,439,695 1,380,470 + 	4.3 
Active Balance of Trade ç000 + 	960,081 + 	524,794 + 82.9 
Net Exports of non-monetary gold 000,000 121.0 157,9 - 23.4 
Railways - Tons carried 1 mile 	- 000,000 tons 

(8 r.ionths) 	2 Rlys. 41,3.8 36,992 + 11.9 
Carloadings No. 2 9 146 40 905 2,623 : 622 + 	0.8 
aross Revenue C.N.R. (Canadian Lines) 

(9 months) 290,466,300 236,€24,000 + 21.6 
Gross Revenue C.P,R. (9 months) 217,52,564 163,644,000 + 15.3 

Employment - Un 	jod (10 	onths 'avorae) 
192-l00 183.0 170.4 7.4 General Inlux + 

1.1axiufactuiing 225.2 202.1 + 11.4 
Logging 174.3 197.7 - 11.8 
iining 159.0 174,0 - 	8.6 
Construction 19.4 123.1 + 	5.1 
Building 165.1 145,4 + 13.5 
I-Iihway 130.3 136.8 - 	4.8 
Trade 152.9 155.4 - 	1.6 

6an1dng - (9 rolLths!  average) 
Deposits, Four Classes J000 3,900,240 3,228 1 270 + 20.8 
Current Loans W1 000 1 2 038,009 1,069,396 - 	2.9 
Circulating i.icdia 000 9 0t0 	7319 5494 + 33.2 
Cash and Cheque Payments (10 months Total)000,000 	59,140 49,178 + 20.3 

Dominion Finance .- April to October 
Total Revenues 1,536,349,470 1,273,083,097 + 20.7 
Ordinary Lxpenditures V 332,853,660 310,001 2 643 + 	7.4 
Vo.r Lxpenditures 1,971,475,919 1,222,845,494 + 61.2 
United Kin - dom liar Financing (1942) and 
United ilations Liutual Aid (1943) 295,564,813 828,928,634 - 

National Income (Teiitc.tive Computation) $000,000 7,36 .. 	5 + 18.3 

Eighteen items rocordod declines, while thirty-five shovod incroasos 
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THE ECON(IC SITUATION IN CANADA 

for the first ten months of 1943 

as compared with the sane period of last year 
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Dominion Bureau of Statistics 

Eighteen items recorded decline, while thirty-five showed increase. 
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OPER:,TING ACCOtJ}TS OF THE FINANCE GROUP 

(a) Finance is the balance wheel of the entire eoonomy, playing a leading role 
in the national organization 1  The transactions of the several financial groups are 
affected, especially in wartime, by the fiscal policy of the Dominion Government. The 
operations of the banking, insurance, trust and loan companies are under government 
supervision. Measured by the income originating, the group contributed slightly more 
than 10 p.c. of the national income of Canada in the 22 years. The annual average 
income originating was 435 million, without adjustment for the international balance 
on dividends and interest. 

The aggregate income originating in the six industries comprising the 
group showed a progressive advance from 1919 to 1928, the only interruption being that 
of 1925. The net result was an increase from 4291 million in the first year of the 
poriad under observation to 601 million in 1928. An irrogular advance was in evidence 
subsequent to 1933 when the steady decline to 309 million had culminated. A moderate 
trend in an upward direction was recorded during the 22..yoar period from 1919 to 1940. 
The fluctuation was somewhat greater than in the national income as a who1. 

In the finance group, real estate, insurance and banking are the mnin con-
tributors to the national income, Real estate acquired first place in this connection 
owing to the inclusion of the value of services rendered by non-farm dwelling houses, 
stores and office buildings. The sorviecs rendered by dwelling houses have a market 
price, the rent, which makes a direct valuation possible even for houses occupied by 
the owners  Mortgage interest paid to Individuals is also on important component of 
personal income segregated for convenience under the heading of real estate. 

The group includes, in addition, stock and bond dealers, trust companies 
and loan and mortage companies. 

The Incorie originating in the finance group is the sum of the payments 
made to individuals and the undistributed profits of the companies operating in the 
field. Four types of payments are peculiar to the group - Interest on savings deposits, 
interest from insurance and annuity contracts, mortgage interest and not rentals, as 
paid on rented property and estimated for owner-occupied dwellings. 

(b) Salaries1  wages and commissions. The salaries were furnished by the 
Canadian Bankers Association for the chartered banks by the Montreal City and District 
Bank and by La Caisse d'Econoriie de Notre Dane do Québec. Statistics for the Ontario 
Savings Office and the Province of Alberta Treasury Branches were compiled from the 
public accounts of Ontario and Alberta, respectively. The payments of the Bank of 
Canada and Foreign Exchange Control Board were furnished by an officer of the Bank. 
The salaries and wages paid by the Insurance, Trust companies and Loan and Mortgage 
coranIes wore compiled from compendiuns of company accounts, especially the reports 
of the Superintendent of Insurance, Ottawa, the Canadian Life Insurance Officers 
Association, the Registrar of Loan Corporations, Ontario and the Summary of Financial 
Statements of Trust Companies, Quebec. Stops were taken to eliminate payments to 
insurance personnel operating elsewhere than in Ccnoa. Contributions to pension funds 
'ore deducted from gross payments made by life &nsurance conpanies. The salaries and 

os paid by stock and bond dealers and real estate firms were based on decennial 
census reports with interpolation by means of index numbers. 

(e) 	Pensions and retiring allowances were estimated for thri banking and 
insurance industries. Contributions to Pension Funds having been deducted from cross 
salaries, the full payment of pensions was included for the two industries. 

(d) 	As the finance group consists mainly of incorporated companies, the with-. 
grawals of working proprietors are of relatively minor importance. The Item was 
estimated for stock and bond dealers and real estate. The numbers were established 
for tenyear periods by the decennial census returns and the rate estimated as a margin 
over the per capita salary. 

(o) 	Net dividends were computed for each of the six Industries except real 
estate. The basic information was obtained from annual statements given in "Corporate 
Securities" and the 	Financial Review," the annual reports of the Superintendent 
of Insurance, Registrar of Loan Corporations, etc. The receipts of dividends by the 
corlpanies in the group were deducted for the purpose of obtaining the net payments to 
individuals. No adjustr. -ient was made for the adverse balance of international payments, 
the correction being :iae at a later stage for the combined total for the seven main 
groups, 
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(f) The paynunts of net interest on b -ids and debentures appear as a negative 
quantity fron year to year during the period under observation. The receipts by the 
tiianeia1 companies were considerably greater than the payments. The negative balance 
ranged from 48 million in 1920 to nearly 1130 million in 1940 The general plan for 
estimating the receipts of interest by banking companies was to apply a rate to the 
average value of securities 011 8  The month-end figures published by the Department 
of Finance were adopted for the chartered banks o  The interest received by life 
insurance companies with Dominion registry was compiled from the company stterionts 
iven in the report of the Superintendent of Insurance. To estimate the average rate 

earned, the Interest received was divided by the two-year averco of the book value of 
bonds and debentures held by the companies, shown in suriary statements of their ledger 
assets 0  Interest payments by real estate firms were estiriated from inforation given 
in the Financial Po5t's "Survey of Corporate Securities" in the years from 1926 to 1940 
inclusive 0  

(g) Interest on savias deposits was computed for banking, trust, loan nnd 
mortgage companies. Thu monthly averages of notice deposits of the chartered banks 
f'r the 22 years were multiplied by a rate which varied from 2,75 p.c. for the period 
prior to 1933 to 1375 p0cc, from 1937 to the present. Inforrtion for Our other bank 
organizations was also obtained 0  A proportion of the deposit interest was deducted 
since a considerable amount flows to cotunercial establishments, pension funds, and non-
profit organIzations 

Estimated avere rates of interest paid were applied to the two-year 
averaes of the guaranteed funds of trust conpanies The interest Incurred on savings 
deposits of loan conprinies was obtained from the official reports, the rate having been 
the same as used in connection with the trust companies 0  

(h) Interest from insurance and Annuity Contracts, 
Insurance premiums paid by individuals are considered as current savings 

and uon a claim being paid that portion which requests a repayment of savings Is 
excluded as consumption of cnpithl Q  The remaining Dortion representing the interest on 
the investment of accumulatod cavIns by the insurance company is included as income, 
The treatment of annuities follows a similar pattern. 

(i) Lhrtgaejntcrest. 
The interest paid to individuals on mortgage loans and agreements on non-

farm ruraa and urban real ustate was computed in this connection 0  The first step was 
the compilation of the total amount of mortgages and agreements of sale outstanding, 
classified by typo of lender 0  The main classes were financial institutions, government 
ucencies, land corporations, miscellaneous and individua1s The infointion was 
obtained from company and public accounts the annual reports of the Superintendent of 
Insurance being especially valuable In this respect 0  Average rates were computed from 
the records of senpie life insurance companies wiooc mortgage investments in Canada were 
limited almost entirely to loans on urban real estate. The rate of interest collected 
by individuals on urban rnctgagos was taken as being 3 p.c. less than that for financial 
Institutions, 

(j) Net Rentals, 
The net rentals of owner and tenant-occupied real estate were computed for 

urban dwellings, rt.oi-Thri iural dwellings and corercia1 stores and office buildings. 
The decennial census supplied considerable information regarding housing conditions In 
1931. The general plan consisted of building up the following estimates: 

(a) The number of urban hou&es, apurtiwnts and flats. 
(b) A distribution of the two classes bet ocen uinor-occupied and tenant-

occupied c'wellIngs 
(c) The general expenses and net rentals of owner and tenant-occupied urban, 

ciad non.-fam rural houses, end of stores and off ice buildings. 
(i) Saviris. 

- The net profits of banks as published were adjusted for the purpose in hand, 
Deductions were made for bunk premises written off, dividends and contributions to pen 
ions if not previously deducted Such items as transfers to rest and roservo funds, 

depreciation of securit.es end additional transfers to contingent reserves were not do-
duetd, while premiums on nw capital stock were not allowed as an addition to profits. 
Th savinc:s of trust and loan and mortgage companies were computed by raaking certain ad 
justmonts to the excess of income over expenditures 0  The savings of the insurance group 
consist of the not equity of policy-holders in Insurance and pension reserves. (1) To 
the total liabilities of the life insurance, fraternal and mutual benefit societies with 
Dominion registry was addod the gross loss in the sale of assets and shareholders suns 
for joint stock cainpanios was deducted. The net change in the net liabilities computed 
in this way measured the net equity of the policy-holders in insurance and pension 
reserves, resulting from the operations of the companies and societies. (2) The yearly 
change in the total liabilities of fire, fire and other, and casualty insurance of 
Dominion rogistry wac regarded as the not ecuity of the policy-holders  in insurance and 
ponsion resorves 
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