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ECCNQMIC CONDITIONS IX CANADA DURING THE FIRST FIVE MONTHS OF 1943
COMPARID Y/ITH THE SAME PHRIOD OF 1942

Fach of the six major factors indicating the trend of economic conditions
recorded advences in the first five months of 1943 over the same period of the preceding
year, Productive operations as indiczted by the index of the physical volume of business
showed a gein of nearly 20 p.c¢., reflecting the influence of continued expansion in the
operations of war plants., The deposit liabilities of the banks during the first four
months averaged §3,707 million against $3,211 million in the samc period of last year,
representing a gain of 15.4 pe.c. A marked upward trend has been recorded in deposits
since the outbrcak of hostilities,

The more confident attitude regarding the outcome of the war was the main in-
fluence in the advance of speculztive factors. The index of common stock prices averaged
80 in the first five months of 1943 against €3.4 in the same period of last year, a gain
of more than 26 p.c.

Prices

Minor gcins were recorded in the prices of commodities at wholesale and of high-
grade bonds. The index of wholcsale prices on the base of 1926 wes 96.2 agcinst 94.8 in
the same period last yecr, a gcin of 3,6 p.¢. A minor recession was shown in the index
of bond yields indicating a slightly higher level in the prices of Dominion Bonds.

Nationel Income

The tentative computation of the national income was $752 million in May against
#737 million in the preceding month. The ageregate for the first five months was
$3,603 million comparod with $2,927 million in the same period of 1942, & gain of more
than 23 p.c. The index on the base of 1935-39 was 221,2 in May compared with 185.1 in
the same month last yeur., The cconomic expansion in the elapsed portion of the prescnt
year resulted in o notional income greater then at any other time in Canada's history.

Productive Operctions

Four of the five main componcnts of the index of the physical volume of busi-
ness recorded gains in the first five months of the present year over the same period of
1942, The indexes of manufacturing production and mineral production recorded gains of
29,6 and 8,4 p.c. respoctively. The electric power industry showed en output of 14.4
billion kilowatt hours zgainst 12.3 billion in the first five months of 1942, the gein
hoving been 8,2 p,¢., The factors showing the distribution of commodities indicated
gains in the period under review., Wholesale seles and retail sales recorded gains of
748 pec. and 5.6 p.c, over the first four months of last ycar. The revenue freight
cerried by the railways recorded a gein of more then 4 p.c. during the period for which
statistics are aveilable.

Congtruction

The new busincss obtained by the construction industry was at 2 lower level in
the elapsed portion of 1943. Contracts awarded were $8l.6 million ageinst $88.,2 million,
a dceline of 7.4 p.co A grecter decline wes recorded in the building permits issued in
58 municipalities.,

Employment

The general index of cmployment aversged 181 in the first five months of the
present yeer against 165.8 in the same period of 1942, o gain of 9.2 pe.c. Advances were
recorded in manufecturing and construction, while mining, logging and trade showed
reaction,

I'inance

The totel revenues of the Dominion Govermment showed dscline in the first two
months of the year duc, in part to the timing of income tex payments. Ordinery oxpendi-
tures mounted from $66.3 million to $84,1 million, war expenditures on Canadian account
having becn st o considercbly higher level. Current locns of the chartered banks receded
from $1,119 million to {964 million, o deecline of nearly 14 p.c. The circulating media
in the hends of the public rose 35,5 p.c., while the cheque and cash payments in the
{first five months were more then $29 billion cgoinst $23.9 billion in the first five
nenthsMol WO43, &' gaitn of 2137 prek
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. TAble 1., Statvistics 1llustrating the Economic Situation of Canada for the First Five
Months of 1945 compared with the Same Period of Last Year,

. - J Per Cent
3 rst Five Months Parecc o &
Base Period 1943 1942 B R o
General FEconomic Situation 5
Index of Physical Volume of Business 1935<9=100 231.9 193.,6 + 19,8
Index of Industrial Production 1935-9=100 26845 215.,7 + 24,5
Wholesale Prices 1926=100 98.2 94,8 + 3,6
Cost of Living 1935-9=100 117.4 115.8 + 1.4
Index of Commen Stock Prices 1935-9=100 80,1 63.4 ¥+ 26,3
Index of Bond Yields 1935-9=100 o ad 9958 = 18
Bank Debits $ 000 aL,11.2 ;778 17,824,665 + 18.5
Production and doneral Business
Farm Products = i :
Index of Grain Marketings 1935~9=100 25R7 04,9 + 116.4
Index of Livestock Marketings 1935-9=100 89.2 9Bed =~ 9,3
Index of Cold Storage Holdinge 1935-9=100 =
(6 months) P 138,7 rB5 + YaeS
Mineral Production 1935-9=100 255,6 20858 ¥ _Bed
Gold Receipts at Mint Fine Ozs. 1,619,495 1,971,493 < 17,9
Coal Production Tons 7,448,523 8,003,260 - 6,9
Manufacturing Prodaction 1935-9=100 I 225.0" * 29.6
Flour Production (4 moaths) Bbls, 8,204,158 6,908,582 + 18,3
Cattle Slaughterings No, 622,013 675,54 4 O
Hog Slanghiierings No, 2,740,710 2,710,024 + 1,1
Creamer;y Butter Production Lbs,. 95,515,193 77,970,862 + 22,5
Factory Cheese Production Lbs, - 25,996,973 50,335,353 - 48.4
Cigarettes releesed No., 4,766,022,332 3,848,212,483 + 23.9
Cigars re¢leased No, 83,677,248 78,007 000, + -« Yud
Leath~r Boots and Shoes (4 months) Pairs 9,804,400 9,585,412 ¥ 2,3
Raw cottion Consumption Lbs. 80,339,205 84,656,640 - 5.l
Paper end Lumber - ‘ i ‘ -
Newsprint Production Tons 1,185,825 1,415,412 - 16.2
Yron and Steel - ‘ ‘
teel Ingot Production Short Ton 1,259,652 1,305,896 = &ed
Pig Iron Production Short Ton 714, 900 806;039 = 10,7
Coke Production Short Ton 1,302,810 1,363,835 = 4,9
Construction - ' i &
Contracts awarded $ 81,648,100 88,191,000 = 7.4
Building Permits (58 Municipalities) $ 20,218,604 29,300,980 - 51,0
Consumption of Firm Power 000 K,W,H, 14,355,296 13,268,695 +. S48
Internal Trade -
Wholesale Sales (4 months) 1935=9=100 155,7 144.,5 + 7.8
Retail Sales (4 monihe) 1935=9=100 144,6 1369 4% - D6
Railways ~ Tons carried 1 mile - 000,000 tons ' '
(4 mouths) 2 Rlys. © 16,538 15,885 + 4.l
Carloadings No, 1,334,970 1,348,196 = 1,0
Gross Revenue C,N.R,(Canadian Lines) . ‘ y
(4 months) $ 118,268,800 94,474,700 + 25.2
Gross Revenue C,P.R. (4 months) $ 87,722,000 78,266,000 + 12.1
RAmploymont ~ Up=” 9t ls. (S months' average)
General Index 1926=100 181,0 183.8 «+ - %8
Manufacturing 282,5 195.1 + 14.D
Logging 207.3 230,3 = 10,0
Mining 160.9 1759 = 8xd
Conshruction 123,0 0,8 gl
Building 175.2 1329 « 2040
Highway 101,3 B H7 A A 1! -5}
Trade 153.4 1575 = RB48
Banking - (4 months® average) ; :
Deposits, Four Clacses $000 3,706,894 35211, LRl Lind
Current Loans $000° 964,049 1,119,289 - 13,9
Clrenlating Media $000,000 70k 1 G176 + 86,5
Cash and Cheque Payments (5 monthst  $000,000 29,070 285BRS" F REN
= Total )
Dominion Finance ~ April and May ;
Total Revenuss 382,830,503 504,813,659 - 24.2
Ordinary Expenditures 84,090,127 66,253,715 + 2649
Jar Expenditures 489,1685157 . 342:566,186 + 1SG%
United Kingdom War Financing - 220,000,000 =
National Incume (Tentative Computation)$000,000 3,603 2,927 + 23.1

Twenty-one items recorded deeclines, while thirty-one showed increases.
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8 Yo moj

as campared with the seme period of last year

Decrease - Percentage + Increase

<50 -40 =30 =20 =~10 Q 10 20 30 40 50 60 7
General Economic Situation i ’

Physical Volume of Buainess l I

Industriel Productian

Wholesale Prices

Cost of Living

Common Stock Prices

Index of Bond Yields

Bank Debite
Farm Products

Grein Merketings

Livestock Marketings

Cold Storage Holdings (6 manths)
Mineral Production

Mint Receipta of Gold

Coal Production

Manufacturing Produsticn
Flour Production (4 months)
Cattle Blaughterings
Hog Slaughterings
Creamery Butter Production
Factory Cheese Produotion ) lm.,,n T ey ety
Cigarettes Released |
Cigars Relessed [
Boot and Shoe Production (4 montha)

Rew Oottom Consumption

Newsprint Productiom
Steel Ingot Production
Pig Iron Production

Coke Production
Construction

Contracts Awarded
Building Permits S T

Consumption of Firm Power

Internal Trade
Retail Sales (4 montha) l

Yholesale Sales (4 months)

Reilways -Tans carried 1 mile - 2 Rlwys. (4 months)
Carloadinge
Gross Revenus C,N,R, (Canadian Lines) (4 months)
Gross Reverue C,P.R. (4 months)

Exployment
General Index

Manufacturing
Logging
Mining
Construction
Building
Highway
Trede
Banking (4 months' averauge) I
Deposits, Four Classes |
Current Loena
Circulating Medie
Cash and Cheque Payments (5 months' totel)
Dominion Finance, April and May

Totel Revenue | SR T o M.ztI
Ordinery Expenditures +| 26.9
War Expenditures +| 19.4

Nationel Incams

*
)
(4]
.
te)

Dominion Bureau of Stetistics

Twenty-cne items recorded declines while thirty-one showed increases.




TABLE A, - INVESTMENT INCOME BY PRINCIPAL CLASSES, 1919 -~ 1940

$000
Net Int, Int.on Int.from p..cions Investment Income
Net on Bonds Sav-  Insurance ,n3  Mort gage Net Before After
Year Dividendg 8nd Deb- ings  and Annw ppnni.  Interest Rentals Deduction of Inter-
entures Depo- ity ties nationel Bal., of
sits Contracts Div. and Interest

1919 ... 171,820 158,834 25,268 16,485 25,661 41,012 107,866 546,946 372,646
1920 ... 193,654 127,325 27,593 16,425 39,275 44,780 130,160 639,212 467,412

1921 ... 181,522 201,160 28,426 16,699 59,483 47,157 160,158 674,605 483,605
1922 ,,. 182,897 215,082 28,365 19,218 37,341 48,882 183,640 715,425 524,225
1923 ... 191,664 214,649 28,906 21,614 38,330 48,710 193,785 742,658 530,658
1924 ... 194,045 214,779 30,088 23,092 40,534 49,574 208,401 760,515 558,813
1925 ... 213,809 209,763 29,770 25,539 43,289 50,616 208,812 781,598 571,998

1926 ,.. 249,163 217,401 31,419 26,579 44,861 52,801 205,520 827,744 610,044
1927 .., 263,935 222,838 33,141 29,970 47,544 57,496 197,368 842,292 615,792
1928 ... 289,762 227,597 35,620 33,630 51,192 65,377 207,333 910,521 675,221
1929 ... 327,041 271,583 36,857 39,495 52,544 68,217 215;995 971,732 699,832
1930 ... 367,896 248,827 36,876 45,572 66,607 71,024 226,783 1,063,385 756,585

1931 ... 318,833 254;189 37,807 50,429 73;743 71,072 197,910 1,003,983 710,683
1932 ... 241,949 264,951 35,650 57,780 69,946 67,350 143,600 881,226 605;926
1933 ... 189,001 265,818 31,781 59,271 70,888 61,341 101,480 779,580 539,080
1934 ... 196,000 2v3,813 29,207 53,758 75,140 59,685 79,189 766,792 527,192
1935 ... 224,971 258,369 25,560 50,874 79,332 57,124 90,131 786,361 546,661

1936 ... 260,172 241,489 23,958 49,311 82,274 57,924 95,547 809,675 543,875
1937 ... 302,271 2025.676 21,240 48,932 91,380 55,529 122.610  £67,638 586,038
1938 ... 520,672 218,840 20,749 50,500 98,204 53,976 137,932 900,873, 613,073
1939 ... 23,856 218,806 21.082 54,163 101,123 50,248 155.661  924,9391/639,159L/
1940 .,. 824,772 223,816 20,316 53,271 103,488 49,027 169,338  944,028L/656,6281/

1919-1940 : : - ‘ ' ‘
Annual 250,896 227,0v3 29,031 38,291 62,372 55,860 161,101 824,624 083,415

Averages

1/ Due to latcf changes., The totals for 1939 and 1940 are somewhat different
from the resullis rccently published.

NOTES TO TABLE "A"

Investment income, including pensions, rents, dividends, bond, mortgege and
other interest, comprised aboul 14.6 p.c. of the total flow of income to individuals
during the 22 yecars fram 1910 to 1940, After adjustment for internationel payments,
net dividends and bond intcrest amounted to 5,9 p.c., mortgage interest and net rentals
mede up 5.4 pec., wWhile intercst on savings dcposits and insurence and annuity contracts
plus pensions and annulties constituted 3.3 p.c. of sggregate income received by
Cencdians, The remaining 85.4 p.c. was made up of occupational income such as selaries
tnd woges, worknen's compensation for injuries, living allowances of so=celled unpaid
labour and withdrawals of working prcprietors. Roughly speaking, six-sevenths of the
peyments to consuners is occuvpational income end one-seventh, investment income.,



Dividends

Only o part of the dividends peid by Conadian corporetions was received by in-
dividuals living in Cancda, A considercble portion was peid to other companies and an
even larger sum to shereholders living abrocd, On the other hand, dividends, declared
and peid by ecxtornal compenics were roceived in apprecicble amount by Canadian shere-
holders, The total of net dividends received by individuals in Caneda is determined
from the annual compiletions of the Income Tox Division, of the unit engaged on the
Internaticnel Belenee of Puyments and by an exemination of a lorge number of corporation
ceceounts,

Bond Interesh

A similar procedure is followed in computing the amount of bond interest received
by individuals, Bond interest reccived by insurance companics and other financicl
institutions being generally in cxcess of payments, appears as a negetive item, Bond
interest receipts arc deducted from payments by the enterprises of 23 of the thirty
industricl ond service grcups. Negative amounts cre shown for banking, trust emd -
insurcnce companies throughout the ontire period, An ad justment is necessary for
intervst reccived by individuels from externzl sources.

Interest on Savings Deposits

Interost on the savings deposits of the chartered and cther operating banks was
e¢stimnted by toking a percentoge of the oppropriacte portion of such accounts, The dis-
tribution of noticc deposlt accounts cccording to size made available by the chartered
banks each yeor since 1934 was uscful in determining the savimgs deposits of individuals,
Trust campany payments were determined by multiplying the two-yecor moving cverages of
guarcnteed funds by the averagoe rates of intcerest paid, Intercst incurred on savings
deposits of loun companics was conpiled or cstimated from the cnnusl reports of the
Registrar of Loan Corporations, Ontaric, of the Superintendent of Insurance end the
Anzucl Financinl Review.

Interest frmom Insurance ond Annuity Contracts

The basic information for the cempilction of this item was obtained from the -
cnnuel Reports of thu Superintendent of Insurence from 1919 to the present, A relation-
ship between income and cxpenditure was the basic assumption. The receipts of the coam-
panics and socleties consist meinly of premium aend investment income, The net incame
available for inswxrunce ond annuity contracts is obtained by deducting supplemantal
contrcets, amounts lcft with the companies ond societies and total expenses from the
total income, The invesiment income consisting of interest, dividends and rents wes
then expressed o8 o percentage of the net income available for claims, end this per=
centoge was appliced to net disbursements under Insurcncce Annuity Controcts to estimate
investment income paid to policy-holders or their beneficieries.

Pengions ond Annuitics

Pensions were conpiled in conncction with the opereting accounts of steam foil-
ways. clectric railways, telephones, banking, insurance, education end govermment. The
Dominion Government disbursed Indian annuities under Section 162 of the Indian Act.
There wes also included thet portion paid out of the Government Annuity account which
represented interceet on the money invested in the account by the snnuitent., Civil
gservice annuitiecs were pcid by the Provincicl governments of Manitoba and British
Columbia,

Mortauge Tutoress

By vtilizlng the results of the decennicl census, the annual reports of the
Dominion ond various provincianl governments-znd the yeerly statements of insurence,
nortgr.ge, teust, bank and reilway campanies, the emount of mortgege interest paid to
individuels wos cotinated. Mortgoges held by individusls are divided into liens on
ferms and on non-farm property. The lotter covers business and industrizl property as
well as residential, the total being segregeted under the industrial group of real
cstoto,

Net Rentols

Net rentals, whether for residential or business property, are an impertent form
of return on investmert. Offsetting expenses such as taxes, interest on mortgages, fire
insurance, repeirs, depreciavion, and other costs inéidentel to the cwnership of property
are deducted and allowances nede for vocancies nnd non-collection of rents on rented
properties to obtain the net roturn., An estimate of imputed rent for owner-occupied
houses is also included. Although o house is regerded as a consumption goed, the
occupation of it involves an addition to the income of the owner=-occupant. The net
imputed rental is estimeted on the basis of actual rents peid for houses of similer
tyre and location.



CHART A RELATIVE IMPORTANCE OF SEVEN TYPES OF INVESTMENT INCOME

Beforc Decduction of International Balance of Dividends and Interest

In Terms of Annuul Averages, 1919-1940.
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CHART B INVESTMENT INCOME BY PRINCIFPAL ITEMS 1919+1940
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