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The six factors indicating the trend of economic conditions reached a
higher level during the first ten months of 1943 then in any other period. The
expansion was meinly due to edvances in business operations, the deposit liabilites of
. the chartered banks and in wholesale prices. The price of Dominion bonds has been
remarkably steady since mid-year, 1940. Sp.culative factars, including common stock
prices and the shares traded on the stock exchanges, showed & continued advance between
August, 1942 and June of the present year. The advance in common stock prices counter-
balanced trie decline subsequent to .arch, 1940, OSpeculative trading in the first ten
months of the present year was greater than in any similar period since mid-year, 1940,

Viholesale prices 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, & gain of 4.2 p.cs 1In
recent months the index has woved above parity with the base of 1926. The advance in
recent years, especially since the outbreak of hostilities, has counterbalanced the
docline in evidence since the latter period of 1939 to the first quarter of 1943.

The sum of the four mein classes of bank doposits has shown an upward trend
since the first quarter of 1934, the advence being greatly accelerated upon the outbreak
o? war, The deposit liabilities in the first ten months of 1943 reached & new high
level in our banking nistory. The average was $3.9 billion egainst $3.2 billion in the
saue period of last year, & gain of 20,8 p.c, having been indicated.

The index of the volume of production, the most significant of the six
fackers wnder consideration, ros¢ to an extraordinary height in the first ten months of
1943, Tho index of the physical volume of business on the base of 1935-39 averaged
nearly 234 against about 200 in the seame period of 1942, a gein of morc than 17 p.oc,

The busdacss imdex wes pructically maintained duriang the lator part of 1939 at & level
eomparable to that of 1929, the culmination of the preceding prospsrity cycle. PFostered
by e htavy wap demands, the advance was comtinucd after the #irst guartor of 1940, and
o sharply rising trend has been maintained until recent monthse The index showed a gein
in October over the preccding month but the maximum of August was not surpassed. Having
practically rcached & stage of full cmployment, further importent advences are not
uxpeeted, During rcecent months the output of wer plants has tonded to raisc tho index
but isolcted cases of curtailment are commencing to have an effect.

The index of employment meintained by the Bureau month by month has recorded
o new maximum, The average during the first ten months of the present year was 183
comparod with 17044 in the same period last year, While the incroase was limited to
7.4 p.cy, the higher standing of the indox on the base of 1926 indicates the marked
increase in the working forces of Canade. Employment in menufacturing and construction
recarded gains over the same period of 1942, The index of trade employment, including
vwholosale and retail outlets, receded from 155.4 in 1942 to 152.9 during the first ten
months of the prescnt year. The indox of omployment in menufacturing averaged 225.2 for
the first ten reporting dates of the prescat year, a sein of 1l.4 pe.ce. over 1942, Each
of tho main components of the index of the physical volume of busincss recorded expansion
in 1943 over thc¢ same period of lest year, except the new business obtuincd by the
construction industry. The index of mineral production covering smelting as well as
mining opcrations rose from 223 to 287. The gold industry was less active, receipts at
the dint for thce first ten months of the present yuar having been 3,074,537 fine ogs,
comparcd 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 menufacturing production rose 22 p.ce to 291.2 during the elapscd
partien of the present ycar against 23845 in 1942, Considerable¢ gains wero shown im the
flour milling industry, thc output in the first ninc months having been more than 18
million barrelss The meat pecking and dairy industrics recorded considerable expansion
over the same poriod of 1942, The output of creamery butter was 283.6 million pounds,

4 gain of more than 12 pe.ce over the samoc poriod of last year, The relemse of cigarettes
Was O44 billion, & gain of nearly 15 p.ces over the same months of 1942, The textile
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industry, duc to the shortuge of manpower, recordea u decline in opirations. The raw
cotton consumption duclined 10.3 pe.ce. to 152 million pounds. loewsprint production
amounted to 2.5 million tons, a declinc of 7.6 p.c. 5Stecl ingot production was nearly
maintained at the high level of the pruceding year while o decline was shown in  pig
iron. Opcrating under the limitations of wartime, the construction industry wes less
suceessful in obteining now busincss, contraets awarded having boen lcss then $180
million, a decline of 28 p.co from the proccding year.

The power industry showed further edvance to e now high point in 1943. The
consumption of firm power was 29.4 billion K.u.H. cgeinst 2647 billion in 1942, tho
proceding waximum, The gain of 10 p.c. over the high level of last year indicctes the
heavy contribution of the power industry to the wvar cffort.

The gain in domestic trade was of modcrate proportionse The index of retail
sales rose only from 144.4 to 149.9, the incruase being limited to 3.8 pe.c. VWholusale
selcs rosc 6.8 pe.ce in the samc comparison, the index in the first ten months of the
prcsent yoar being 165.4,

The cxport trade is an excellent measure of Canade's cconomic contribution
to the war. The amount in the first ten months was nearly $2.4 billion compared with
#1le9 billion in the same puriod of last year, a goin of 26 p.¢, A moderate gain was
nlso shown in the imports of merchandise. The nct export of non-uwonetary gold was $121
aillion in the first ten months cgeinst $157.9 million in the sams period of last year,
e declinc of 23.4 p.c.

The railways wore more active during the presvnt year then in 1942, the tons
carried one mile have been 41 billion ageinst 37 billion in the same periode. = The
gein was noerly 12 p.ce whilG the increasc in cor loadings was less then 1 p.c., indicat-
ing the considerable gain in ufficiency. The gross revenuc on the internal lines of the
Canodian National Railway was $290.5 million egainst $238,8 million , while the revenue
of the Cansdian Pacific Rnilwey rosec from $188.6 million to $217.6 million,

It is ostimated that the circulating media in the hands of the public,
consisting of bank notes and subsidiary coin, rose from $549 million to an average of
¥732 million, o gain of nearly onc third. Bank debits in the first ten months wore
$45 billion egainst $36.4 billion in the same period of last ysar, The sum of the cash
and cheque peyments wes estimated at $59 billion aguinsty49 billion, & gain of 2043 pec.

The total revenue of the Dominion Government wes $1,536 million during the
period from April to October compured with $1,273 million in the same period of last
yuer, the increase having been 20.7 psc« War expenscs ross more than 61 p.ce from
©1,223 million to %1,971 million. The United Kingdom war finencing amounted to §829
aillion in the first soven months of the fiscal year of 1942-43 while the payments under
the United Nations ifutual Aid Act of the present year werc $295.6 million,

The netionel income wos Laataiively . estimated et $7.300 million in
the first ten months of the present year. The gain over the seme period of last year
#:8 1843 peCe, the total heving been {;€,200 million.

The study of national income, conducted by the Bureau, oxtends over the
poriod from the end of the First World Viar to the presciite The general plun wes to
assemble or cstimate the poynents to individuals and the undistributed profits of the
cthirty industrial and service groups. The typus of payments such cs salaries and wagos,
other labour income, withdriwels of working proprietors, dividends, intcrest and rents

were thon added for thc thirty productive sources. The results werc used for determine
ingthe recletive importance of the groups and of the types of payment. The study of the
trend and fluctuetion of the numerguz stutistical series mokes up a comprehensive
analysis of the workings of the Cunsdian economy.
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7able 1. Statistics Illustroting thoe Lcoromic Situstion of Cancde for the first Ten
lionths of 1943 compured with the Samec Poriod of Lest Yeor,

Unit or First Ten tonths ~ Per Cont
Baso Increase +
Poriod 1943 "™ I942 Dpecressc -
Genernl Lconomic situation i J
Tndcx of Physicel Volumc of Businuss 1935-9=100 23329 199.8 % 174)
Index of Industricl Production 1935-9=100. arls2 224.7 + 20,7
Viholusale Prices 152 6=100 99.4 95.4 + 4,2
Cost of Living 1935-9=100 118.2 1187  + 5143
Index of Coamon Stock Prices 1935-9=100 84.2 63.1 + 33.4
Index of Bond Yiclds 1935-9=100 97.6 99,3 = 1.7
Bank dubits 000 A0 3, Bis1 36,365,084 + 1843
Production and Gencral Business
~ linoral Production 1935-9=100 2802 222,7 + 25,0
Gold Roceipts at Wint Fine Ozs. 3,074,537 3,934,479 - 21.9
Coal Production Tons 14,627,653 15,475,194 <« 5.5
lianufecturing Production 1935-9=100 291s2 238,5 + 22,1
Flour Prodiuction (9 months) Bbls. 18,007,023 14,873,098 "+ Bl
Cattle Slaughterings Noe B 881,219 1,364;286 . s 147
Hog Slaughterings Noe 5,315,264 4,874,440 + 9.0
Creamery Butter Production Lbse 283,566,647 252,677,702 + l2.2
Factory Cheesc Production Lbs. 146,844,392 189,445,514 =~ 22,5
Cigerettes released No 9,444.389,079 8,232,2768,945 + 14.7
Cigars rcleased No. 162,311,735 164,432,095 - 1.3
yather Boots and Shoes (9 months) Pairs 21,781,794 21,048,046 + 3.5
Rowi cotton consumption Lbs. QbE. 315,681 169,753,551 & 10,9
Paper and Lumber -
Newsprint Production Tons 2,476.768 2,681,764 -~ 7.6
Iron and Stecl -
Stecel Ingot Production Short Ton 2 35085712 2., 586 ,2 L8 =R 12518
Pig Iron Producticn Short Ton 1,478,760 1,840,055 -~ 9.8
Coke Production Short Ton 2,866_167 2,730,608y + 540
Construction -
Contracts awardud $ 179,968,100 249,899,700 - 28.0
Building Permits (58 Municipalities) $ 504 809,832 64,865,491 «~ 21.7
Consumption of firm.power 000 K.W.He. 29,418,970 26,151,554 “ HORY
Internal Trdae -
Wholesale Sales (9 months) 1935-9=100 165.4 154.8 + 6.8
Reteil Saloes (S%month;§ 1935-9=100 149.9 144,44 + 3.8
Extornal Trade -
Exports $000 2,399,976 1,905,264 + 26,0
Imports $000 1,439,895 1,380,470 + 4.3
Active Balance of Trade 000 960,081 524,794 + 82,9
Net Exports of non-monectary gold $000,000 121.0 167.9 - 23,4
Roilways - Tons carried 1 nile = 000,000 tons
(8 rmonths) 2 Rlys. 41,3.8 36,992 + 11,9
Carloadings No. 2,046,906 d80%.608 + 8.9
fross Revenue C.N.R. (Canadien Lincs)
ég monthsg 3 290,466,300 23£,824,000 + 21.6
Gross Ruovenue C.P:Re (9 months b 217,588,554 168,644,000 + 1o.8
Employment - Unadjnsted (10 ionths'average
General Inlex 1926=100 183.0 1704 & b
Manufocturing 225.2 202.1 + 1ll.4
Logzing 1743 19787 =L G
iining 159,0 174.0 - 8.6
Construction 129.4 1251 1 & na)
Building | 125 165.1 145.4 + 13.5
Highwey 180.8 136,8 - 4.8
~ Trade Lok, ' 155.4 - 1.8
panking - (9 months'® average)
Deposits, Four Classes £000 3,900,240 3,228,270 + 20.8
Currcnt Loans »000 1,038,009 1,069,396 - 2.9
Circulating licdia $000,000 7819 549.4 + 33.2
Cash and Cheque Payments (10 months' Total)$000,000 59,140 49,178 + 20.3
Dominion Finence .- April to October
Total Revenucs % ) 1,5636,349,470 1,273,088,097 '+ 20.7
Crdinary Expenditures W 332,853,660 310,001,643 + T.4
Viar Lxpenditures ¥ L9871 ,475,809 222,805,494 + 6led
United Kingdom Vier Financing (1942) and
United lations liutual Aid (1943) 295,564,813 828,928,634 -
National Income (Tentotive Computation) $000,000 7,318 8,183 + 18,3

Eighteen iteins rscorded declines, while thirty-five showod increascs,
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THE ECONOMIC SITUATION IN CANADA

for the first ten months of 1943

as compared with the same period of last yeer
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Eighteen items recorded deoline, while thirty-five showed increase.
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OPERATING ACCOUNTS OF THE FINANCE GROUP

{a) Finanece is the balance wheel of the entire ezonomy, playing a leading role
in the national organization, The transactions of the several financial groups arc
affected, especially in wartime, by the fiscal poliey of the Dominion Government, The
operations of thc banking, insurance, trust and loan companies are under govornment
supervision, Mcasured by the income originating, the group contributed slightly more
than 10 p,c. of the national ineome 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 aggrcgate inecome originating in the six industrices comprising the
group showed a progrecsive advancc from 1919 to 1928, the only interruption being that
of 1925, The net result was an inerease from $291 million in the first year of the
period under obscrvation to $601 million in 1928, An irregular advance was in evidence
subscquent to 1933 when the steady deeline to $309 million had culminated., A moderate
trend in an upwerd dircetion was recorded during the 22~ycar period from 1919 to 1940,
The fluctuation was somewhat greater thon in the national income as a whols,

In the finanee group, rcal cstate, insurance and banking are the main con-
tributors tc the national income, Real estate acquired rirst place in this commection
owing to the inclusion of the value of services rendered by non-farm dwelling houses,
storcs and office buildings. The scrviecs rendered by dwelling houses have o market
priee, the rent, which makes o dircet valuation possible even for houses occupied by
the owner, Mortgage interest paild to individuals is also an 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 mortmage corpanies,

The income originnting in the finance group is the sum of the payments
riade to individualg aud the undistributed profits of the companies operating in the
field, Four types of paynents are peculiar to the group - interest on savings deposits,
interest from insurancc and annuity contracts, mortgage interest and net rentals, as
paid on rented property and estimated for owner-occupied dwellings.

(v) Salaries, wages and cormissiong, The salaries were furnished by the
Canzdian Bonkers Associantion for the chartered bonks by the Montreal City and District
Bank and by Le Coisse d'Econoniec de Notre Dame de Québec, Statistics for the Ontario
Savings Offiee and the Province of Alberta Treasury Branches were compiled from the
public accounts of Ontazrio and Alberta, respectively, The payments of the Bank of
Cenada 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
companies were compileld fron compendiuns of company accounts, especially the reports
of the Superintendent of Insurance, Ottawa, the Canadion Life Ingurance Officers
Assoclation, the Registrnr of Loan Corporatinns, Ontario and the Summary of Financial
Statements of Trust Conpanies, Quebec, Steps were taken to eliminate payments to
insurance personnel operating elsewhere than in Cenada, Contributiona to pension funds
wors defueted from gross paynents nnde by life dssurance conpanies. The salaries and
wores pald by stock and bond dealers and real estate firms were based on deconnial
consus reports with interpolation by means of index numbers,

(c) Pengions and retiring allowances were estimated for the banking and
insurance industries, Contributions to Pension Funds having been decducted from sross
salurios, the full paynment of pensions was included for the two industries.

(a) Ag the finance sroup consists mainly of incorporated companies, the withe
{rawnls of working proprietors are of reletively minor importance. The 1ltem was
ostinated for stock and bond denlers and real estate. The numbers were established

for ten~yenr periods by thc cecennial census returns cnd 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 basie information was obtained fron annual staterents given in "Corporate
Sccurities"” and the "Annual Finaneial Review," the annual reports of the Superintendent
of Insurance, Registrar of Loan Corporations, etc. The reccipts of dividends by the
conpanies in the group were deducted for the purpose of obtaining the net payments to
indivicduals, No adjustnent was nade for the ndverse balance of international payments,
the correction beins nade at a leter stage for the combined total for the seven main
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(f) The paynentis of net interest on bunds and debentures cppear as a negetive
quantity from year to yuar during the period under observation, The receipts by the
financial companies were considerably greater than the payments, The negative bzlanece
renged from 48 million in 1920 to nearly 5130 nillion in 1940, The genenal plan for
estinieting the rcceipts of interest by benking companies was to apply a rate to the
average value of securities held, The nmonth-end figures published by the Department
of Pinanece were adopte’ for the chartered banks, The interest received by life
insurance compnanies with Doninicn registry wns compiled from the conpany st:terients
siven in the report of the Superintandent of Insurance. To estinnte the average rate
carned, the intcrest rececived was divided by the two-year average of the book velue of
bonds and debentures held by the companies, shown in surmary statements of their ledger
assets, Interest payments by reol cstate fims were estimated fron information given
in the Financial Post's "Survey of Corporate Securities" in the years from 1926 to 1940
inclusive,

(z) Intercst on savings deposits was conputed for banking, trust, loan and
nortgage conpanices, Tho nonthly averages of notice deposits of the chartored banks
f.r the 22 yoars were multiplied by o rate which varied from 2,75 p.c, for the period
prior to 1933 to 1.375 p.c. from 1937 to the prescnt., Information for four other bank
orgenizations was nlso obtained, A proportisn of the deposit intercst was deducted
since 2 considerable amount flows to courmercial esteblishments, pension funds, and non-
profit orgenizations,

Estimated avercge rates of interest paid were applied tou the two-yecar
averaies of the guaranteed funds of trust companies., The interest incurred on savings
Geposits of loan ceompanies was obtained from the offieial reports, the rate having been
the same as used in connection with the trust companies.

(h) Interest from Insurance an? annuity Contracts,

Insurcncoe preniuns paid by individuals are considered as current savings
and upon 2 elaim being paid thot portion which requests a repayment of savings is
excluded as consumption of cepitnl, The remaining portion representing the interest on
the investment of nccumulated cavings by the insurcnce company is included 2s income,
The treatment of annulities follows a similer pattern,

(1) Hortgage Interest.

The intercst paid to individuals on mortgoge loans ond agreements on none
farm rurak and urban real estate was computed in this conncetinn, The first step was
the compilation of the total amount of mortgages and agreements »f sale outstanding,
classified by type of lender. The moin clesses were financial institutions, governnent
agencies, lond corporations, miscellancous and individuals, The information was
sbtained from company and public acecounts, the annual reports of the Superintendent of
Insurance being espeeially valuable in this respeet, Aversge rates were computed fron
the records of sample life insurance companies wiose mortgage irvestments in Canada were
limited almost entirely to loans on urben real estatc. The rate of interest colleeted
by individuals on urban nortgoges was tcken as being 3 p.ce less than that for financial
institutions,

(j) Net_Rentals.

The net rontals of owner and tenant-occupied real estate were computed for
urban dwellings, non-larm rural dwellings and commercial stores and office buildings,
The decennial census supplied considerable information rezarding housing conditions in
1931. The general plan consisted of building up the followlng estimotes:

(a) The number of urban houses, apartments and flats.

(b) A distribution of the two classes between owner-occupied and tenant-

oceupied Jwellings.

(e} The general expenses end net rentals of owner and tenant-occupied urban,

and nun-farn rural houses, and of stores and office buildings,

(1) Savings.
The nct profits of benks as published were ad justed for the purpose in hand,
Doduetions werc rade for bank premises written off, dividends and coatributions toO penm
sions if not previously Celucted. Such items as transfers to rest and reserve funds,
depreciation of securitics and additional transfers to eontingent reserves were not de-
ducted, while premiums on now capital stock were not allowed as an addition to profits,
T™e savings of trust and Llozn and mortgage companics werc computed by making cortain ode
Justments to the exeess of income over expenditures, The savings of the insurance group
eonsist of the not cquity of policy-holders in insurance and pension reserves, (1) To
the totel lisbilitics of the life insurance, fraternal and mutual bencfit societies with
Dominion reszistry was added the gross loss in the sale of assets and shareholders surplus
fur joint stock ecompanics wns delucted, The net change in the net liabilities computed
in this way measured the net equity of the policy-holders in insurance and pension
roserves, resulting from the opurations of the companies and societies, (2) The yearly
chnnge in the totnol liabilities af fire, fire and sther, and ecasualty insurence of
Dominion reszistry wac regarded as the net equity of the poliey-holders in insurance n~nd
pension reserves,



INCOME PAYMENTS TO INDIVIDUALS
- IN TYE FINANCIAL GROUP
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Chart 2.
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Chart 3.
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