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ECONCGMIC CONDITIONS IN CANADA DURING THE FIRST SEVEN MONTHS OF 1943
COMPARED WITH THE SAME PERIOD OF 1942.

Each of the major factors indicating the trend of economic conditions recorded
advances in the first seven months of the present year over the same¢ period of 1944,
Marked advences have been in process for three indicators of fundamental importence sincé
the outbreak of hostilities. The index of business operations showed an advance over thy
preceding high point of 1929 during the early paurt of 1540 The acceleration sinece that
time has been extensive. The meximum in current months wes roached in April and the
standing of the index of the physical volume of business inecressed in July, counter=-
balancing most of the recession of the two preceding months., The net result was that the-
index on the base of 1935-39 averaged 23147 in the first seven months against 197 in the
same period of 194<, the gain was 17.6 pece 4 greater pcercentage gain was shown in tho
index of industrial production based on mining, menufacturing, construction and electric
power,

The advance in wholesale prices was of more moderate proportions. A marked
rise was rcoorded from the outbreak of hostilities until October, 1941, Since that time
the incroase of wholesale prices has been of more moderate proportions. In July, how-
¢ver, the index on the basis of 1926, was slightly above par. The increase during the
first seven months of the present ycar was to 98.7 from 9541 in the same period of 1942,
7 gain of less than 4 p.cs The composite wholesale index rose 046 points in July over
the preceding month to reach 100.1ls The marked decline from 1929 to the first quarter of
1933 has been more than counter-balanced and the present standing is greater than at any
wther time for 1Y years. A slight gain also occurred in the index of the cost of living,
the number averaging 1l17.8 against 11642, & gain of l«4 p.ce Since February the index
of the cost of living has risen, the total increase amounting to l.9 points, which is
;xaetly on & par with the December index and is 0.9 points above the standing of July,
1942, upen which the cost of living bonus was authorized.

Marked ohanges have occurred in the accounts of the chartered banks since the
arly months of 1934. The deposit liebilities heve, for example, shown an upward trend
since that time and the advances were accclerated subsequent to the outbreak of hostili-
tiess The four msin classes of deposits averaged $3,847,million in the first six months
of the present . year against $3,181 million in the same period of 1942, the gain being
no less than 20.9 pece Circulating media in the hands of the publio oonsisting of bank
notes und coin rose from 3528 million to $713 m”llion in the same compurison, a gain of

35 pece It appears that the turnover of deposits and circulating media was slightly

less in the elepsed portion of 1943 as compared with the same period last year, observing
that the cash nnd cheque payments have risen 2044 pe.c. from $34,047 million to

$40,983 million. The increase in such payments was slightly less then the gain in the
money supply consisting of circulating media and deposits. The trond in current loans pre-
sented a contrast to that of the money supply. Current loans averaged $1,026 million in
the first six months of the present year egainst $1,107 million in the same period of
1942, o decline of 7e3 pecCo

The index of high~grude bond yields receded from 99.3, the average for the
first seven months of 1942, to 9847, a decline of 146 pecs Measured by this index the
prices of Dominion bonds averaged slightly higher in the present year as compared with
the same period of 1942. The increase of high grade bond prices has been of moderate
proportions. During the first month of hostilities Dominion bonds experienced a setback,
« considerable part of which was counter-balanced in subsequent months.

The advance of common stock prices, starting in February last year, continued
during the first scven months of 1943« An index on the basis of 1935-39 averaged 82.5
during the first seven months against 63,2 in the same period of last year, a gain of no
less than 3065 pece A considerable part of the reaction ir the second quarter of 1940
vnd subsequent months was counter-balanced by the stoady advance between August last
yvear and July. Aotivity on the stook exchwsnges followed & similar pattern to that of
stock prices, recording o marked incrsase from August, 1942 to July of the present year.
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Productive operations shovied & continuance of the sdvence churacteristie of
the war period under prevailing conditions. The index of the physicel volume of busi-
ness rose to & new high position in history during the period under review. The index
of mineral production showed an inecrease of 19+€ p.ce. over the first seven months of
1942, the standing having boen 271.6 egeinst 227. Gold receipts at the Mint showed a
recession of 20 poce., while tho output of coal wns 6.8 pece lowcr.

The index of manufacturing production rose 24.5 pe.c. to 288.2 in the period
under review. Flour production in the first half year reoorded an increase of 5 p.ce
Butter production was 186.,6 million pounds against 169.8 million, while a decline was
shown in the output of factory checse. Tho number of ecigarettes and cigars made
available recorded further increases, the geins having been 1641 pece a#nd 3.5 pece, re=
spcetivelys Declines were recorded in the consumption of raw cotton and newsprint pro-
ductions The ircn and steel industry wes slightly less active in the period under re-
view. G8teel production was 1,749,661 tons, & decline of 3.8 p.c. The construction in-
dustry obtained less new business during the period. The utilization of firm power
was 2042 billion kilovatt hours against 1845 billion, an inerease of nearly 9 pics

The index for wholesale sales moved up about 10 points to 160.3, whilc the
gain in retail salcs was 4.5 p.cs The higher levels of thc movement of reilway traffie
reached in the first period of 194< were somewhet exceeded in tho last seven months.
Carloadings were practically maintained in compurison with the first seven months of
lnst year. Increases were rccorded in the gross revenuc of both the C.N.R. and the
CeP.Rs, amounting to 24.9 p.cs and 12.6 p.cs, respectively.

The greater production of Canadien industry was paralleled by a further in-
crease in employment. A genereal index of omployment averaged for the first seven re-
porting dates was 181.4 against 168 in the same period lest year, a gain of 8 p.c. Con-
sidernblc gains were shown in manufacturing and building construction, with somewhat
lower positions being recorded for logging, mining end trade.

The total revenuc of the Dominion government rose 16:8 p.c. in the first four
months of the present fiscal year over the same period of last year, the total wes
$867 million against $742 million., The ordinary expenditures were 9.3 p.c. greater,
while the war expenditures showed a gain of 2648 psc. The outley under the United King-
dom War Financing account was $472.5 million in the first four months of the last fiscal
year, while the expenditures under the United Nations Mutual Aid account of the present
year was $188 million.

The tentative computation of the Netional Income amounted to §5,101 million in
the first seven months of the present yeer against 4,234 million in the same period of
1942, a gain of 20,5 p.c. The totel in July was 749,860,000 against $658,257,000 in
the same month last yeer. The standing in June this yeer was $752,684,000. The income
of July wes greater than in any other month except the preceding month. Tho index on
the basis of 1929 was 171.8 in July compered with 172.5 in the preceding month, and
160¢9 in the same month of 1942. The influences reising the Netional Income during the
wer period include expenditures on munitions end war supplies, an extraordinary rise in
oxport trade and the expansion in the money supply.
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fabtle 1. Statistics Illustrating the Economic Situation of Canada for the first Seven
Months of 1943 compared with the Same Period of Last Year.

Ug;: - First Seven Months iizrgzzz
e
Period o - Decresase
General Economic Situatlon
Index of Physical Volume of Business 1935-9=100 231e7 197.0 + 17.6
Index of Industrial Production 19356-9=100 26748 Ze0s0p © 2l
Wholesale Prices 1926=100 9847 950 * - S8
Cost of Living 1936«9=100 1178 10ElyE e l.4
Index of Common Stock Prices 1635-9=100 B2,5 63s2 + 3045
Index of Bond Yields 1936-9=100 Siffielt 99,38 = 1.6
Bank debits $000 29,898,638 25,295,840 & 10
Production and Generel Business
Mincral Production 1935~9=100 271.6 22§40 | 1 em6
Gold Receipts at Mint Fine Ozs. 2,245,747 2,808,087 = 20,0
Coal Production Tons 10,219,610 10,965,905 = 6.8
Manufneturing Production 1936-9=100 288.2 23Le5 + 2445
Flour Production (6 months) Bbls. IR, 078.615 9,725,208 + 2540
Cattle Sla ughtorings No. 899,092 969,324 = 7.2
Hog Slaughterings Noe 3,758,418 3,584,673 + 4.8
Creamery Butter Production Lbs. 186,646,390 159,809,768 + 1648
Factory Chesse Production Lbse 10,198,990 116,287, L0 B89
Cigarettes releansed No. 6,361,796,000 §5479,225,939 + 164l
Cigars rcloascd No. 115,540,041 111,450,021 + 3.5
Leather Boots and Shoes (6 months) Pairs A TOTEES  144481,087 ¥ kb
Raw cotton consumption Lbse 109,795,767 121,130,068 «  9Oe¢&
Papor and Lumber -
Newsprint Production Tons 1,705,993 1,899,362 = 10.2
Iron and Steel -
Stecl Ingot Production Short Ton 1,749,661 1,818,301 ~ 3.8
Pig Iron Production Short Ton 1,019,158 1,146,153 - 1l,.1
Coke Production Short Ton 1,876,969 1,908,878, = Lo
Construction -
Contracts awarded L 118,293,700 167,040,600 = 2542
Building Permits (58 Municipalities) $ 34,004,866 44,021,745 = 2248
Consumption of Firm Power 000 K.W.He 20,210,096 18,472,095 + 8,9
Internel Trode -
Wholesale Sales (6 months) 1935-9=100 160.3 150.6 + 6.4
Retail Sales (6 months) 1935=9=100 1500 143:.6 ¥ 46
External Trade - :
Exports $000 1,594,628 1,306,999 <+ 22,0
Imports $000 990,567 982,054 + 0Oe9
Active Balanee of Trade $000 + 604,061 + 324,945 + B85,9
Railwanys -~ Tons carried 1 milo - 000,000 tons
(6 months) 2 Rlyse 26,442 24,700 + Tel
Carloadings Noe 1,:986:5272 1,928,470 - Oll
Gross Revenue C.N.R.(Canadian Lines)
(6 months; $ 186,085,200 149,043,000 + 24,9
Gross Revenue CeP.R. (6 months ¢ 137,254,505, 121,884,080 + 124
Employment - Unadjusted (7 months' average)
General Index 1926=100 181.4 168.0 + 8.0
Manufecturing 223,3 ST ') Lows
Logging 190.3 212,59 «~ 1046
Mining 169,6 176.2 -~ Be9
Construction 125.0 11644 + 744
Building 170.3 LS5 (9 280
Highway 1325 866 = Al
Treaede 1652%7 1663 - )
Ronking - {6 months!' average)
Deposits, Four Classes $000 5,846,684 3,180,503 + 20.9
Current Loans $000 1,026,204 1,106,904 =~ 7«3
Circuluting Media 000,000 71341 BRTET . EER
Cush and Cheque Payments (7 months!  $000,000
Total) 40,983 34,047 + 20.4
Deminion Finence = April to July ‘
Total Revenuos $ 867,157,606 742,131,644 + 1648
Ordinary Expenditures b 195,074,644 178,429,754 + 943
War Expenditures ¢ 939,014,199 740,764,743 + 2648
United Kingdom War Financing (1942) and
United Natiens Mutual Aid (1943) $ 188,000,000 472,500,000 -
llutional Income (Tentetive Computation) $000,000 5,101 4,234 + 2046

Bighteen items recorded deolines, while thirty-four showed increases.
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Eightesn ltems recorded declinee, vhile thirty-four showed increases.



TABLE IT. - OPSRLTING ACCOUNTS OF SECONDLRY PRODUCTION; EXCLUDING PROCESSING INDUSTRIES

$ 000

1 Positive or

Year Incoms Salaries With- Net Net Payments to Negative
Originating and Wages drawals Dividends Interest Individuals Savings
(a) (v) (c) (a) (e) 5 g (g)

1919 902,697 616,079 96,010 50,059 3,674 765,822 + 136,875
1920 1,053,554 747,482 137,824 56,864 3,462 945,632 * 107 962
1921 725,877 542,337 115,671 64,413 3,640 726,061 - 184
1922 727,223 542,570 118,200 59,404 4,036 724,210 4+ - 1083
1923 776,971 587,008 112,759 60,781 4,461 765,009 + 1396
1924 729,422 565,083 105,971 53,087 4,478 728,619 + 803
1925 771,327 591,170 103,249 51,779 4,662 750,860 + 20,467
1926 870,802 664,827 109,020 67,549 4,901 846,297 + 24,5059
1927 368,562 710,826 112,350 75,937 5,228 904,881 4+ 63,681
1928 1,081,550 776,438 115,835 102,650 6,516 1,001,439 4 80,11
1929 1,192,546 835,308 117,776 115,344 6,950 1,079,378 + 113,168
1930 1,063,398 753,127 107,499 145,145 6,444 1,012,215 + 51,183
1931 835,542 647,601 95,189 135,009 Tl 884,911 49,369
1932 584,136 502,280 80,324 108,103 7,106 698.413 - 114,277
1933 532,440 450,813 69,509 72,995 6,014 506y B3 - 6,09
1534 6J)., 769 496,654 67,3008 51,227 6.086 6L 75 - 20,006
k335 582,767 560,457 145124 65,119 5,940 705,702 ~ 22,933
193¢ 717,265 617,611 00 414 73,733 3,026 779,194 & *aLAG8
1937 931,127 735,078 Sl TH 80,954 6. 851 L7500 *+ 13,627
1933 922,636 725.259 96,594 90,561 6,453 22,907 - Al
1737 583:331 757,583 56,641 94,306 5,238 955 42879 + 23 042
1948 1,181,067 942,423 187.199 938,307 5.279 1,355,233 = 25,054
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Operating’ icvcouats of Secondary Production less Progessing 1919 - 940,

Motes on Table II.

Secondary production embraces construction, manufacturing n.e.s. and custom and
repair. Construction covers operautions of general contractors and sub-contractos &s re-
ported in recent years by the Bureau. The statistics of contracts awarded were useful
in estimating the gross revenues in the period from 1919 to 1933. The work performed
directly by Dominion, Provincial and Municipal authorities was excluded, thus avoiding
duplication with the totals shown elsewhere for the government group.

Manufacturing production n.e.s. is exclusive of processing rctivities closely
connected with several primery industries. Saw-milling, and pulp and paper operations
ara included with forestry, fish canning and curing is a part of the fisheries industry,
while smelting, cement, clay products, lime and salt are treated along with mining. The
c¢ight industries, for tne purpose of avoiding duplication, are excluded from manufacturcs
IleSeSe

Custom and repair includes thirteen industries of which dyeing, cleaning and
laundry, end automobile garages are the most importants The industrial section of the
decennial census furnishes periodical information in regard to the persomnnel in these
industrics. The oensus of merchendising and service for 1930 and 1941 was useful in cs-
timating the operating accounts.

(2) Owing to tho d:duction of the processing industries from manufacturing and the
elimination of governmental activities from the accounts of the construction industry, a
statement of the relative size of the income origineting in the three groups, loses some
of its significance. With these reservations in mind, it may be stated that about 77
pece of the income originating in secondary production during the period from 1919 to
1940 had its source in manufacturing n.e.s. The construction activities contributed

16 pe.c., whilc custom and repsair was responsible for the remaining 7 pecse The major
group of secondary production, in turn, was the source of about 20 pe.c. of the national
income originating in all groups. This proportion would be considerably increased if
the processing activities and government construction weore included in the calculations,

Despite the serious depression from 1930 to 1936 income origineting in manufac-
tures neess. showed o rising trend during the period under observation. Construction,
subject to much grenter fluctuation in response to ecoromic conditicns, showed a de-
clining trend of marked proportions.

The income originating in manuféctures nece.se. is obtzined by deducting cost of
materials, fucl and electricity; overhead, and depreciction charges from the gross
revenue as reported annuelly by the Census of Industry. The same result is obtained by
the summation of income puyments and positive or negative savings. The ovorhead expen-
ditures are eétimauted on the basis of census returns from 1919 to 1921 and of a special
enquiry for frepresentative years in the luter part of the period. The deprociation was
computed as 646 pecs of the fixed capital including lend, buildings, machinery and other
equipment.

¥

The computation of income originating in construction was slso computed by
muaking gppropriato deductions from the gross operating revenucs of the industry. The
period/from 1922 to 193y, inclusive, was interpolated according to an unofficial series
of contracts awerded,

1 A body of information wes assembled regarding the operztions of thirteen custom
and repeir industries. Statistics of a number of the nctivities were collcoted as a
seotion of the annucl census of industries in 1919 to 19214 The census of trading es~
tablishments conducted in 1930 and 1941 was the most fruitful source of informatione

(b) Sularies and Wages:- The remuneration of employees was the main type of payment
origineting in secondary production. It accounted for 85¢Z pocs of occupational income
and 77.7 pece of the total income payments during the first sleven years of the period.
The percentage to the vecuputional income rose slightly to 88.1 pec. in the last eleven
years while the proportion to income peyments remained unchanged at 77.7 pece

The trond of selaries and weges in the 22-year period is shown in Chart 1 while
the numbers of employces on a full-time busis arc depicted in Chart 3.

Salaries and wages averaged about $663,000,000 in the 22 years, compared with
total ocoupational income of 764,000,000 and income payments of $840,000,000.

Statistics of salaries and wages in manufactures n.e.s. were obtained directly
from annual census report:, payments by the eight duplicated industries being deducted,
Remunsration of employess in the construction industry were obtained as the product of
the numbers, by rates, computed for the purpose. The decennisl census presented date
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for 1930-31 and results for 1920 were estimated from availeble information. Interpola-
tion of numbers wos effected by means of indexes of employment and of the volume of
construction, and of rates by the index for the building trades as published in the
Lebour Gazette.

Sclarios and wages for the custom and repair group were determined for 1930
from information given by the decennial census. The data collecoted in connection with
the ennual census from 1919 to 1921 was also of interest in establishing relationships
between diffcrent uccounts and supplying links which would otherwise have been missinge

(¢) Withdrawals of Working Proprictors.- Withdrawals, signifying the remunerction of em=
ploycrs, independent operators and own scecounts, for management and work performed, were
relatively more steady in the secondary production group than salaries and wegese. An
upward trend was shown in withdrawals for manufactures nee.s. during the period from
1919 to 1941, whils the trend for construction was adverse. The estimated number of
working proprictors engaged in the major group averaged 84,068 in thc first half of the
period and 76,585 in “the last half.

The number of working proprictors in manufuctures ns.ces. was taken directly from
the decenniul census of 1921 and 193l. The margin of the withdrawal rate over the
salary-wage rate wus determined through the use of census data and American experiences
4 smoothed version of wuge rates was used to interpolate the remuneration rate for
working proprietors in intercensal years. The numbers were interpoleted according to
the number of establishments and the withdrawals of working proprietors engaged in con=
struction for the poriod from 1919 to 1933 werc the products of computed numbers and
rates. Numbers for 1921 and 1931 were reported by the decennial census and interpolation
vas affeoted by means of an average of the indexes of volume and employment. The annual
rates were placed at $1,835 in 1920 and $994 in 1930 and the intervening years were es=
timated aocording to the index of the Department of Lebour.

(d) and (e) Net dividends and intorest paid to individuals and external holders of
seccurities were computed by an examination of & sample of the annuel income statements
of the lurge concerns engaged in the groupe The reoeipts of corpcrations in the form of
dividends and bond interest werc deducted. The dividend payments were considerably in-
ereased for the purpuse of covering the private interest companies for which no statis-
tics were available.

(f) and (g) The addition of oceupational end investment income gives tho total income
payments to individuals originating in the major groups. Deducting these totals from the
income originating, the positive or negative savings were obtained. The results were
verified in trend by the examination of company accounts.



CHART 1. INCOME FAYMENTS TO INDIVIDUALS
SECONI'RY PRODUCTION MINUS FROCESSING

BEFORE DEDUCTION OF INTZRMATIONAL BALANCE ON DIVIDENDS AND TNTARA&ST
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INCONME ORIGINATING AND PAYMENTS TO INDIVIDUALS

CHART 2.

BEFORE DEDUCTION OF INTSRNATIONAL BALANCE ON DIVIDENDS AND INTERZST

SECONDARY PRODUCTION MINUS FROCESSING,
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CHLRT 3. NUMBER OF PERSONS OCCUPIED
IN
SECONDARY PRODUCTION MINUS PROCESS3ING
FULL-TIME B.iiSIS
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