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_NERAL OBSERVATIONS

e Canadian economy began to press
imits of its capacity, and the main
e Bank of Canada became that of
e the degree of expansionary stimulus
__ policy had been providing.

" more than two years until early 1973 the
FO': olicy had encouraged the chartered
| o Stoﬁend readily and had permitted unusually
| b_an:Srates of growth of money holdings in
. glagnada* As it was intended to do, t[lf]is policy
 wciltated the large increases in spending, output
and employment negded to get thg Canadian
-~ economy back 10 satisfactory operating Ievgls.

_ “gyongly expansionary monetary and fiscal
~ policies not unlike those followed in Canada were
| pursued during this period In virtually*al_l of the
'~ major industrial countries, with rather similar a_nd
~ mutually reinforcing results. Many of the countries

~ thatfollowed relatively easy monetary policies did
- so partly in an effort to avoid or limit appreciation
of their currencies as pressures against the
then-existing structure of exchange rates
- mounted. Levels of national expenditure rose re-
latively slowly at first and then rapidly, and
- €conomic activity forged ahead with gathering
- Momentum. By the early months of 1973 the rapid
- Duldup of demand pressure was straining the
j?gasnf’faﬁlaptacity inthe quted States, Europe and
iy 33r the same time. In Canada, too, a
1972 a0 eas;.ule In the tempo of éxpansion in late
- "y 1973, partly communicated to us

agginst the Iimitsﬁof Its productive capacity by the
Spring. The rapid upsurge of industrial output
throughout the western world generated intense

_demand pressure on the supply of primary mater-
lals, and this coincided with POOr grain harvests in
anumber of countries and other special problems

affecting world supplies of foodstuffs. In these
circumstances the continuing strength of world

f:iemand set off an upward spiral of price
INCreases for farm and industrial commodities of

an intensity without modern precedent under
peacetime conditions.

On the domestic economic scene production
bottlenecks, backlogs of unfilled orders and de-
livery delays were beginning to emerge a good
deal earlier than had been anticipated, and it was
becoming clear that output could not go on rising
at such an unusually rapid rate. The strongly
expansionary monetary policy that had been
followed for some time would, if continued, merely

serve to intensify the mounting upward pressure
on prices and costs that was already developing,
without adding significantly to the growth of

employment and output.

As signs of this emerging situation became
clearer, the Bank of Canada took steps to moder-
ate the pace of domestic monetary and creait
expansion. Chartered bank liquidity, which had
been kept under close control for some time, was
put under additional pressure from the beginning
of 1973 and short-term interest rates turned

upward. In April the Bank Rate was raised and
5
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further ahead, however, It S

reason to expect that international commodity
prices, which have played such a key role in the
recent upsurge, will in due course level off or
decline.

The world-wide strength of demand during
1973 helped to prevent the serious crisis that
developed in international currency markets in
February and early March from having an adverse
impact on general business confidence or on

trade flows. Despite considerable short-run vola-

tility, the changes in international exchange rate
relationships that have occurred in recent years
have, on the whole, worked to bring about desir-
able adjustments in the individual balance of pay-
ments positions of the major industrial nations. In
particular there has been a strong recovery in the
balanqe of payments of the United States, an
essential element in any move to a more orderly
international monetary system.

Uﬂfortunatery anNew and very serious source of
strain has been Introduced into the world
ggﬁgijerzr}; ?;,;gft | ﬁctfgn of ‘the _Ofganizgtion of

Stantiafpﬁce?um“es N IMposing two

-ty Increases for crude oil on
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Mporting COUNtrigg

ess developed. The
ON current ACCountf

| PPears likely t
replaced by a collective deficit of unprecgd:nt:g

Size —a swing of several tens of billions of dollars
whlch can be sustained only by the acceptancef
massive inflows of capital from the oil-exporting
states. Moreover, the current account deficits of
the developing countries appear likely to be it
Creased to levels far beyond their capacity I
sustain for long without huge additions to the ai
which they have been receiving either directy
from developed countries or indirectly through
International development institutions.
Serious concern at the implications for ¢
world economy of the large rise in oil prices W&
expressed by the Committee of the Boara of Gov
ernors of the International Monetary Fund O mg
Reform of the International Monetary Syster! laTls
Related Issues (the Committee of Twenly} aThe
meeting in Rome in January of thiS Yeﬁ;l &
Committee urged the closest lnte_rnano -
o , ‘~n in seeking mear>
peration and consultation In s&& ntries
coping wi { individual coU
g with the problems O

i

— --"-—qr___.___._._, 4

- T e i =W

.~ thoS€ of other countrigs: It
gravatir?g the circumstances, priority
. e aspects of international
O;::;?] nad the best prospects of

| : aspects to be
pod"’ e - th other
° netér entation; memaﬂoﬂ at a later date.

complete its work
n June 12 to 13,

d that when it comple‘ted ?ts
rezucceeded, first on an interim
e permanent basis, by a body

s and late" Cf; zomposmon and would play a
9 ' Ia;; full Board of GOvernors of the
weer cutive Directors in managl_ng and
g tary system, OVerseeing the

f the adjustment process,
with sudden disturbances which
m.
i tgge S1y§t784 the United States au-
" nunagmce’d the reduction to zero o_f their
tggualization Tax ainc_:l the termination gf
me'{es rammes for restraining outflows of capl-
heiépfagda had had virtually full exemption frqm
ﬁgseameasures under an arrangement which in-
wolved it in maintaining a structure of guidelines
o outflows of capital from Canada. On January
3) 1974 the Ministers of Finance and of Industry,
rade and Commerce announced the withdrawal
of these Canadian guidelines. In his press re-
ease, the Minister of Finance noted that he has
not withdrawn his request to Canadian borrowers
o explore fully the Canadian capital market be-
lore floating issues abroad. The texts of these
press releases are appended to this Report.

* % * *

s clear that in 1974 the Canadian eco
?;:3 major uncertainties that lie beyond our bor-
b aanh beyond our power to influence signifi-
Cﬂun¥fie32 pace of activity is slackening in major
il pm;erseas aqd in the United States, and it
ol 1agble that it will remain subdued in the
POssibilities | 74. Beyond mid-year, the range of
bythe of Snulst.mde. It the adjustments required
d Major dis?uton ik bf% accommodated without

- Plion of international trade, the
° 90od for an early resumption of

nomy

ChanCe

however, be ruled
tainty overhangin

where

Out, and thig IS

g the outlook i
present time

bottlenecks and SCarcities faced

iIndustry, especially where we |
| are heavil ;
dent upon foreign sources for oil-b i

_ ased product
such as petrochemicals and plastics. Tie sharS
escalation of world oil prices 1S, of :

| Course, having
a marked impact on costs and prices in Canada.

It has also raised difficult problems of income
trgngfer, although these are problems that lie
within our borders; they do not Involve massive

net transfers abroad as is the case for many other
countries.

Thus the circumstances at present are more
favourable for a substantial rate of economic
growth in 1974 in Canada than in the United
States and many overseas countries, and a di-
vergence in current rates of economic growth has
already emerged. If things go reasonably well this
divergence will narrow in the latter part of the year
as the pace of economic activity in the United
States and overseas countries picks up.

Looking somewhat further ahead the prospect
is for a strong underlying demand situation in
Canada since we have already entered a period

of very heavy investment in new productive
facilities to serve both internal and external

needs. To the extent that this assessment of ouf
prospects is justified, we are we-ll'plgcedttg
achieve our national objective of contln-utpg hlgh
levels of employment. lf we are also 1o achleve-t::ir‘
objective of getting inflation undeq: better conﬂno
we shall have to take care 10 avoid aggrava a?w
the inflation we already havfa by perrgl’ttgé]‘Y x
excessive growth of domestic deman 'eﬁt e
this way can we be in a position 10 ber:essures
from the moderation Of external price P

that we can expect in dué course.

by Canadian
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ReVIEW OF THE YEAR

Ecﬂ,nomic Developments

/—_\

The year 1973 was one %f etxceﬁtiwglly
puoyant economic activity and strongly rising
- s with the economy operating for the most
Incr?r;tiujll stretch. For the year as a whole the gain
iF:]aOutpUt was over 7 per cent, considerably larger
than for any year since the mid-1960s. The growth
of employment was over 5 per cent, the strongest
n about twenty-five years. Despite an unusually
arge number of new entrants into the labour mar-
ket, the unemployment rate declined appreciably
from the level of the two previous years.

A welcome feature of 1973 was the broad dis-
persion of the gains in income and employment
among major sectors and major regions of the
country. Secondary manufacturing had another
good year. Tight world food supplies and sharply
higher prices for a wide range of agricultural and
fishery products had a major impact on incomes
inthese sectors: farm Income, which had lagged
dehind other incomes in recent years, rose very
sharply in 1973, particularly in western Canada.

lly strong world demand also contri-
©d to high levels of activity and sharply

| - - , :
Iﬂcreas‘ed earnings in Canada’s basic resource
Ndustries.

|arln this e”ViFijmem there was an exceptionally
9¢ INcrease in prices in Canada in 1973. The

d the Consumer Price Index rose
N the course of the year, with par-

ticularly Steep advances

Prices. The rapid rise in domestic prices w

c_:losely related to the world-wide Commodity im‘i;
tion. Sharp price increases for a broad range o-f
Canadian agricultural ang resource-based ex-
ports Igd to higher prices for Such products in the
C_anadian market. Import prices also rose rapidly
with a pParticularly marked Impact on food costs‘.
In ‘the latter part of the year the escalation of oil
prices by the major producing countries led to
large increases in the domestic prices of pet-
roleum products in the eastem partofthe country.

Underlying the boom in world commodity mar-
Kets last year was an unusually rapid upsurge in
demand and output in all the main industrial coun-
tries. During the second half of 1972 and the first
half of 1973 the combined real GNP of the major
countries of the OECD area increased at an
almost unprecedented rate from a level of output
that was already relatively high. The resulting
steep climb in demand for industrial materials
added to the supply problems that already
existed in certain areas, notably asaconsequence
of the disappointing grain harvests in several
major producing countries in 1972. Even thoughl
the pace of expansion in the major 1ndustna
countries tended to slacken somewhat in the lal-
ter part of the year, prices continue_d to af::lvance

3 for most industrial and
sharply throughout 1973 10

agricultural commodities.

In food ang energy

it
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9 1970 v o3 dUse of the Marked slowing of  Although housing completions also reache
1972 0 1972 r
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'ecora total of 247 thousand units, the available

| | reached in earli * |
information suggests that vacancy rates re- °!' Periods of strong investng

mained very low. This contin

ing demand persisted des

interest rates ang sharp in

construction and land.

Therecover

factor in the v
1973,

y Of business fixed 18l
Oelayed SOmewhat by s

struction in the latter part

ery sharp
Further subst

On both plant ang e

.Of[he yea

uea strength in hous-

estment was

Irikes that affected con-
of 1972 and this was a
| rjse In outlays in early
antial increases in spending
quiPMent were recorded dur-

" despite growing

activity, as may be seen N the left panel of fi

Chart on page 15. The high rates of profis ax
capacity utilization in 1973, together with recen
aevelopments in the energy field, have provides

a strong inducement for further large increasss
Investment outlays.

The accumulation of inventories by nonfam #

_business in 1973 was only moderately higher &
In the previous year, with additions to Stocks 4
doubtedly restricted by the over-all tightness®

supply in the face of heavy final sales. In manufi |
turing, the ratio of stocks to shipments reached? |

:

new low while the value of unfilled ordersﬁif;’
steeply throughout the year. Govemmenfﬂuﬂﬁefé

on goods and services, that part of ggvefeﬂ{;ﬂf

spending entering directly Into GNP, roi ™ |
1972 to 1973 at a slightly faster pace i
previous year.

an expo®
A growing demand for Canadian

e,

which was already evident in 1972, continued to
give major impetus to the Canadian economy in
1973. Merchandise exports rose sharply in value
€rms as an upsurge of demand from overseas
countries was added to continued strength in the
US market. The major part of the increase was
alributable to a 16 per cent rise in export prices
Eggfnf the impact of the world-wide commodity
Emori D?irtlcularly l_arge Increases occurred inthe
DfDducz Cles 'eCelved for grains and other farm

[ otﬁerumber' woodpulp, oil, copper, and
lurther lempr;?n‘ferrous rT1et_als. In addition, the
OVerseqs currzrny appreciation of several major
dollar in the i hciﬁs 'elative to the Canadian
Upward Dfessmea Of 1973 tended to add to the
Given it s on Canadian export prices.

alarge part of Canada's foreign trade

's conducted on a contractual basis, the increase
In unit values during 1973, although extraordinar-
ly large, still did not reflect the full magnitude of
the surge in spot prices for Canadian commodity
exports. Accordingly, there is reason to believe
that some further increase in realized export
prices will occur in the first part of 1974 even ifthe
corresponding spot prices prove to have peaked.
In volume terms, exports rose by about 8 per cent
or slightly less than in 1972, with all of this growth
coming in the early part of the year. quply con-
straints were clearly an element restricting furtner
growth in the volume of sales. I.n addltrll:}ﬂ, strikes
i | dustries led to @
in the rail and pulp and paper NGt "
sharp decline in the volume Of Shlpm?mtiénfinal
third quarter, followed by & rebound In

months of the year. 15
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gupply — Production and lmﬂPaﬂs .
rhe value of the Gross Nationa P(oducl ex-
panded by almost 15 per cent following an in-
~rease of 10% per cent the previous year. In vol-
ume terms the rise in output accelerated to 7 per
cent from 5% per cent in 1972.

Following exceptionally sharp gains in produc-
tion over the winter months, the expansion of the
economy slackened somewhat in the second
quarter, reflecting evident capacity constraints.
As in 1972, major work stoppages contributed to
a slowing in economic activity in the third quarter

and their settlement to the rebound in the final
months of the year. In the closing months of 1973
capacity limitations were apparently continuing to
restrain the expansion of output in many indus-

on the facing page,
The strong growth

tries. In the automotive industry, however, there t
were cutbacks in production that were related S
mainly to the slackening U.S. demand for ¢ for th ;
f o O, ars, € Co
Agricultural production rose only moderately economy are shown IN the lower pan ; N
€ Oﬂhef,‘han

from last year's relatively low level. A substantially
larger wheat crop was harvested but there was

on balance, little change in the size ofother crops |
Furthermore, output of meat, dairy and poultr'
products appears to have been adversel afy
fected by the sharp increase in the cost of feyed -

Oneofthe most striking f
eatur
the speed with which tt? o ool

. 1€ economy seemeq
,r:gve s 18 fos of i Operating capaci "
eea, the economy be ReoHy.

s - Y€gan to show signs
Sooner th‘an anticipated. pamcufarlygin th.:t:;c

whose world prices

.1 973, represent a rel
import bill. Despite a

rgse extraordinarily rapidlyh
at.:vely smaller proportion ofou
higher rate of over-all growthi

ployment w lively high rate of récorded une t ne Canadian economy, the rise in the volume
iy hile some shortages hag h M- Imports was not quite as rapid as for 1972, largel
skilled ;nb197g, ihey emerged both in the con o, Decause of a deciine in the volume o imports ¢
quency ?rc:nu;aa;]d. Materials with fncreaszzszg f 3 a2 es ffom overseas counties,teeashyd
nyin 197 g emand for | WO
Place as the m Nths pagsaert}:!d %ec.ame e many matg;[ial?g?r? rktjg,,;oc;d, lf ntz ot ?
?gfdiﬁc;uf g Crgthened appr:’c':}faet?llyrges o The more rapid growth 1 the volume of Tt
eau unfil- - ,
Steel, prodycers n?,;—_}ls Sdome cases, forexample in than in exports produced a substantial ades

movement in real terms in Canada’s cqrrent ac:
count position. However, since export prices

wer .
oN in other naingly straine Capea'”_fteﬂsmed much more rapidly than import prices, leadnd tod
The lack o i 5 Improvement of some 6 per cent in Canadasteg
Maor congyrar . PN Capaci of trade, the actual balance in value terms imP®
oy Straint o 4 Y 'épresented - nt ac
Production ¢, € short- d  slightly compared with 1972; the curT®

e , ons
deficit resulting from Canada’s transactio

00 ' declined by @
900ds, services and transfers ion in 1978

$300 million to approximately $330 M
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The Labour Market

The sharp ex

dCCompanieq p
ment. For th

Pansion of output in 1973 was
Y extraordinary gains in employ-
€ year as a whole total employment

the very strong expansio
rise in labour productivity was below average

— an indirect, but suggestive, indication of the

ds Qv it
Part of ter:es iﬁz:ec entgreater than in 1972. Amajor ~ generally tight operating conditions prevzif:%-es
8arin conjunc aS€ came at the beginning of the The expansion Of gmployme?t am
N oty besk On with the very strong advance  gave rise to a record increase 0-. sout 50 per
qence With thg that periog Also in correspon- cent in the labour force. This was ﬂ|abiur force
imiteq | crease ovement of production, only  cent greater than the more ape us years.
he SPring andes N émployment OCcurred during growth registered 1IN the two Pfﬁ""’ bns e 10
SUMmer months, followed by re- The sensitivity of 1abour o



Regional Labour Markets r

parent In the behaviour  cies

~ 188 and the ,.
| as ap | S INdex of news
Atlantic | . growth ‘f';’ (orce ~ategories. Most strik-  advertising alsg POint to ;E;ﬁaper help-wanted
Canada | Bmptov‘“ -  laboY xpansion of more than 8 per  of the labour market in 1973- S Major tightenin
. 1 | e sery large ent . peop‘e under25yearsot  the year both Measures wlel? INe second hays of
e - P i o thﬁe employm? 4 by a 6% per centincrease  than a year earlier. A further _Edmarkedly higher
; L | aQewaSDguf force I 77 our force in such large  considerable rise in the Dromr?:(}fb?“‘ was the
n ,_ﬂj ;;;;: A 54 ¥ e Iapeople into ﬂ:ieculaf"f marked increases  remaining unfilled for one month Orﬁmvacanmes
o | % % © - | Wu’"‘gelr ~with Parwas accompanied Dy some In all regions except Ontarig msre.
B | Z Z | num{?g 1eenager8' ortion not in the labour force  marked acceleration of employment femw;s a
0] BT s S ¥ Z | a0 S oninthe prar nding school. 1973. The strongest gains year-oy il
-4 i | Bdu{)“ were atte , 5 T IOV- the Atlant : 4 €r-year were in
b e 9V U 4 of the rapid gains Il OIMEIOY ¢ Allantic region and British Columbia, where
&+ Ontario | DeUnder the |mi|33month5 of the year, the unem-  the expansion was in the range of 6, B
: “l: ol . e?rl‘;lfsharpwireaching 5-3percenton put the a::celeration Was greatest in Quebeé
p,oymeﬂtfate cei‘uste 4 basis in July. With the slow- — from 1%a per cent in 1972 to 5% per cent in
Seasona“‘fa nlwent expansion over the summer 1973. Employment growth in Ontario matched the
. g _ - ng of € p%oymem moved back up Some-  Previous years unusually large gain of 4', per
s 7 nonths, un® ow point, but declined againinthe  cent, while in the Prairie region the rise was 4 per
B B~ £ 7 | Jhat from thiS fothe year. During 1973 the unem-  cent, about 12 percentage points more than in
2 Ty | 4 | Z | final monthS Oaveraged 5.6 per cent of the labour 1972. The decline in unemployment was also
: . | j f— a % i ment raté 6.3 per cent in the previous  general across Canada, although the extent of the
i T " w | e compared With ©-5 P

For the core group of men 25 years of age reduction varied considerably by region. In British
r. FOf

o | yed rate fell from 4.9 per  Columbia the rate fell by over one percentage
Prairies British Columbia | andover, the underf;li;zf?::tt n 1973, returning to  pointto 6'/2 per cent. Inthe Atlantic regionthe vegry
- : | cent In .1972 X h' same level as in 19068-69. In  strong growth of employment was accompanied
‘ : | approdmately T © i Hout one half by an unprecedented expansion in the labour
— | 1973this group, which constitutes abou b | o e
- 4 B ﬂ 5 of the work force, accounted for only 38 per cent  force and the unempioyment rate remai ose
2 | +total unemployment. Recorded unemployment to 9 per cent.
, 5 BZ | 4o declined for young people and adultwomen oo cogts, and Prices
: j E < ] y : 7 | / bt in both cases the rates remained w;ll above i ! cateiories : s it g
a B ;’é ;’; % ihe levels typical four to five years earlier. ”;agl% rg oree At A R R
s 5 N '8 B 4 | ¥ 7 B The paradox of high rates of measured unem-  ratein i % 3 resuk of TSR
loyment in the face of employers’ apparent dit- demarjd and output.‘ ;0 arincome Wi, e
R ficulties in hiring labour was commented upon in  gainsin employmentt.]i mL;re -apidly than in the
Seasonally adjusted, quarter . lastyear'sAnnual Report. The record of the labour 12 per cent, SOMEWRE I
,. | marketin 1973 has tended to confirm the viewthat  previous year. Other iMpotis

| atthe present time a given level of the national tributing to the o ;ncreasgti?np:;ﬁaaa“

. Unemployment rate as recorded in the Labour  disposable income — 14 p Cr:i:te: received DY
"orce Survey does not reflect the same degreeof terms — WEIC the miE EEE taxes and sub-
“@5¢ In labour markets, or in the economy as a farmers, cuts In personal Income

Atlantic

| - e * ayments from gov-
; EEJO]E‘ e fOfmeflv did. While the over-all unem-  stantial InCreases 12 t:a;‘zfa;g ;Howance for the
regymeﬂt ‘ate in 1973 was still higher than that ~ ermments. Even afte ces. the increase in dis-
, s UDeD 'ded during such earlier periods of high level  inflation of consume” D{}n _nusually large.
'alion as the mMid-1950s and mid-1960s, there posable INCOME e ind other incomes
4 Prairies Were wid Ll . had lagged benind Ot -
2 aboy “SPread reports of shortages of skilled Farm income na may be seenintne char
h areasrofa?hd oven of unskilled labour in certain  foranumpe! Oweaﬁ;\fable rise of 83 pef centin
2 e | [
 country. The statistics on job vacan-  on page 20 e 19
e f*:;::. S Lidog ¥ 4 3 ,-—-""'/ i
B W gy o sl T ) o
| Y73 |
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| o
Selected Income components of GNP . / do not suggest much  stages of - |

cessin ,
easonaly adusted, quariery of increase of average  through to the reaq > SMaIN to

in be work
||3DI6 . the rate kst * retail ley e : rked
Q 1964 = 100 — Ratio scale Chaﬂge od 53'3”88 n

e settlements under collec- commodity pric

I

f
ol | 4 r f
300 | wﬂge?rend& n W’ carly moved up. Excluding the  demand pressyres apparent| inﬁasmg of worlg
250 | | w9 aining: © ry, for which comparable — The large increase
} bo o | d:ﬁablre the annual increases in  in 1973, 71, per o

or the life of contracts aver-  cent from year

n_"ﬁ.
200

_ e ‘ -end to year-
e points more than 1 2 inbase in thz st s alsorose steeply Darticﬁiarli
| peme“tagﬁ‘ of 1973 the rateé of increase A ; feasterni Part of the country, under e im-
3 | geond " ~ew settlements rose to almost 19per  pact of large increases in he Prices of gasoling
= : afes UNder = this would appear to be an  and fuel oil, together with SOMe upward adjyst

- Furthermgf the extent of the rise, in that the ment In the price charged fo
| jnderestimate does not take into account  final months of the year. Even
!

measure . apart from food ang
et ¢ benefits or clauses tying future wage - energy, there was a perceptible acceleration in
eitperfrlﬂgts 10 increases in the Consumer Price  prices across a broad range of goods and ser-
ﬂui[mseoth these elements were prominent In vices purchased by consumers. From the end of
Inaex

ts negotiated in the latter months of 197210 the end of 1973 the

major contrac Consumer Price Index

|
ff the year .
|
i
:

food prices had begun 10 shm_v a markedly  cent compared with a 4 per centincre
f increase by the middle of 1972 1972.
sharper rate o | .
and continued to climb steeply'th roughout most A chart showing movements in selected com-
of 1973, Most categories contributed to the ac- ponents of the Consumer Price Index and of the
| celeration. Atthe end of 1973 the food component Index of Industry Selling Prices since the
~ of the Consumer Price Index was 17 per cent  beginning of 1969 appears on the following page.
higher than a year earlier: dairy products were up
8'» per cent, fruit and vegetables 12 per cent,
bakery and cereal products 19 per cent, pork 27
per cent, and beef 28 per cent. The magnitude of
lood price increases tapered off towards year-
end, however, particularly in the case of meat.

060 jo70 1om P fruits and vegetables. While the future trend of
l00d prices remains uncertain, such indications
\\%____%_mwmm i?;?e er SUEStanj[ially Increased acreage planted to
ACCrUed et farm inoor - B— Dossibiﬁ “alin the United States point to the
Sharply higher pricer - 2/ Mainly reflected  gom - 0 1972 A | egggrgine . SO iMprovement in supplies of
€S In domesti e 37 per cent higher than in 1972 ™ “dgrains, cereals and ylt .
ma{kets. The Strength of ey ort C and export deducting the estimated accounting prof 'elateq Products Je 7 Teesinok and
N Important factor in thepv nakels wasalso  associated with the effect of higher prices 7 The major impact * .
€amings of Canada’s maj '0rous rise in the the value of inventories, the gain was about 27 Y inflation ha Pact ofthe internationa Commoa-
rBinforcing the impetys OJ;" Lesouroe ndustries,  per cent | .+ SPread ang Shsa,.a Iiso been evident in the wide-
;Zr:;”ngdfrgm the cyclicg| ex?)ai;i?gfess Profits The faster growth of labour incomelggﬁznng | :;?C;“ain non-foo?j i:*:gggierztce)? 'Oijinirease”.for
- VONtinuing the omestic  appeart buted to the acce " | %S, and the iy INaustry selling
:;rfoj:egr Ir thegde reingiry of the two pre- c:g?gs in t(tj]g ae\;rfgr?ﬂt; l?nu1973 since, on ne btassfi {a}g‘based Df'oc:leusgtasiat“:}n " \he prices of oil and
alion profits Oefore evel:n 1970, total of preliminary data, the rise in unit 'ﬂbourcoshile th 2 fur €rto | Sor fecent months has
20 SR 1078 were 44 percent:fas about the same as in1972. W "5 cogt ndustry costs. While some of

1y T
Price increases at the earlier

21 1
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e in spending thatoccur-

| domestic interest rates in Canada duyri
S rin

The very IargeS lr;%fjmpaﬂied by a substantial  Although short-term interest rates in Cangc:: Zi?d
ed in 1_973 waredit Major non-financial borrow-  not reach peak levels as high as in the United
expansion of Cthe Government of Canada raised States and elsewhere, the increases were
ors otherthaﬂ n total during 1973 than in the  nonetheless substantial.
¢4 b*ilhon m'::*r?M i the largest part of the increase The amounts raised by non-financial borrowers
prewiﬁtseée?;} oy non-financial businesses and in recent years are summarized in the following
acCo

table.

The amount of Government of Canada sec-
urities outstanding declined slightly in 1973, de-
spite the fact that the Government's domestic
financial requirements have remained substantial.
When measured over the calendar year 1973,

e borrowers.
chTrL?s’a gvery strong demand for funds, together

with the 1ess accommodating_ stance of mor?etary
nolicy and the rapid rise In mte_rest rates in the
United States and other foreign financial markets,
esulted in substantial upward pressure on

__——_—_—__——__—__————"—'——

Borrowing by Major Non-financial Sectors(

1971 1972 | 1973
o gk | 47 6.6
(R 5.3 g 60
R T DA . . . . 2. 2'2 2 6
U A e et SR 14 *5 A
Provi T 3. EfcA)
¥inces and municipalities® ................. 2.9 v 18tk
Subtotal . 1949 144 18.4
.......................... 01
Government of GREREIN o e 3.0 .7 "'“3
.............. - 8.
(1) Incras g osiment in Canada MHC, whichis
s Thﬁ;ﬂ?ﬂ iilr:ir[:;?ng 198 and other loans from financial institutions, plus net new issues of securities e ture'-%f;[g;';?:gt;n;ﬂmm"agancm.nnlﬂb‘fc
(3) :ﬂ?m‘ﬂ In the ﬁgg’:’gﬂftgages Secured by residental property. The figures axclude net morigage lending DY G0 swalD
4) Ne P %"'ﬂmrnpnfmu 'équirements of the respective governments financing resuling from
”,‘1 Ehangfﬂi In qa‘r’.ladﬁ‘f‘itarprlﬂaa Loans from the Government of Canada are excluded haqures do not include tempor gh require 1%
“ackons betwegn ;?s: %%lrl'nal: G;Wﬂmmﬁﬂt of Canada secunties outside Government accounts, the g% nt of Cana
0

, { Governme
Canada and the Exchange Fund Account. They are not @ measure O
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requirements were jusl | |
tﬁ;ﬁnt :rhich, because Of trm:qg dufferences‘,
:elf below that expected for the fiscal year endin

tions and of the Government's financing generally
in 1973 are given in the final chapter of this
Report. |
Provinces and municipalities and their enter-
prises raised less in both domestic and foreign
bond markets, although this was partly offset by
increased recourse to the chartered banks. The
decrease in total provincial-municipal borrowing
occurred despite a widening of the deficit of this
sector on a national accounts basis; it apparently
was facilitated by a rundown of holdings of finan-
Cial assets, which had been built up during 1972.

t under $1 billion, an

S generated funds non-f
g nearly $2 bill

974. Ordinary foreign exchange op-
2::{523 xl:e:e a source of Canaq:'an dol!qrs to the
Government in 1973 and in addition the
Government's cash balances were augmented
as a result of temporary swap transgoﬂons en-
tered into by the Bank of C_anada with the Ex-
change Fund Account. Details of these transac-

financing from pri

1973,

_—-hﬂ‘n_‘:-_'%h

‘—-—q-_.n-.
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Billions of Percentage change
gollars Dec. 1971 Dec. 1972
*ec. 1973 to Dec. 1972 to Dec, 1973
48.3 15 17
0.8 10 15
15.4 15 23
8.4 7 .
72.8 16 19 I
18.8 10 .
15.8 14 L
34.5 ) 4 |
6.8 13 Y i
114, 1 14 L

funds.
and for mortgage

? r?oizmg starts realized overthe
0

s peen wel above the pace
ars haag o to meet the targets given in
jred: O a\f‘e:'] < of housing needs during the
ojectio 4 for mortgage funds was also
The demar ise in lending on exist-

rked I , .
tgeth”;iharp increases in the prices

i«ting housing.
d xS ight have been ex-

poth M° we o ‘
‘ ge boﬁ,?ter considerable difficulty in
g is scale in a year in which

n thi
ftu ngn:nds were also strong. However,

nding institutions were

rincipal m‘},?gzﬁf f;ﬁds. agllthough at a higher
ble 10 anracths uﬂow of mortgage money was well
oost, SO that;h'es outcome contrasted sharply with
naintained. Ithe United States where the mort-
e Situauont mas adversely affected by the difficul-
Qﬂg?ma.rke e d erienced by the institutions
ies in raising funas €Xp | k.

ecialize in mortgage lending. Mortgage
Lh;td;%s of Canadian institutional mortgage
enders as @ group increased by 25 per cent in
1973, compared with 20 per cent in the previous
year. Holdings of the trust and mortggge loan
companies rose by 29 per cent, a much higher rate
than in 1972 and double the rate during the previ-
ous five years. Chartered banks’ mortgage port-
lolios rose by 34 per cent in 1973, the third con-
secutive year of strong growth. Official requests
were made to the banks to maintain a reasonable
flow of residential mortgage funds.

The Substantial amount of funds raised by
;?r:":éilm r:es.idents in 1973 was apparently ob-
Then ithout net recourse to forenﬁgn sources.

Were net inflows of Capital in long-term

| 725 million but net outflows of

| (including errors and omis-
Siong
[ ) amounted to aboyt $850 million. The long-

.S‘”;';"W was abqut $1 billion lower than
< nei;? reduction reﬂe(_:ted a marked
e Ssues of Qanadlan bonds sold
Sin o, a Smaller inflow resulting from

Uistanding Canadian and foreign

ta‘ larger outflow in the form of
mvestment abroad.

ysing
gho w an

y
Pared with 16 per '
The chartered banks’ |
17 per cent in 1973, As in 1972

Chartered Bank Assets
Average of Wednesdays, Seasonally adjusted
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gure On the i
also gave rise 0 a subst:

foreign currency deposit
residents. As a@ T

position Of the ban
$1 billion during the ye

of total major assets, which
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their holdings of Ca
uidity ratios declined

nadian liquid assets
further. The pres-
banks Canadian dollar resources

ntial increase In thelr
liabilities 1o Canadian

asult the net foreign currency
king system declined by over
ar. Thus the rate of growth
includes the net
was less than that for Canadian

n addition to the substantial increase In resi-

dential mortgages mentioned above, all major
categories of bank loans rose strongly during the
vear. The increases in loans (o municipalities and
sales finance companies were particularly sharp,
but the rate of growth of ordinary personal loans
slowed as the year progressed.
The banks' loans to business borrowers rose
more rapidly in 1973 as a whole than in 1972. The
extent to which businesses borrowed from the
banks reflected both the underlying strength of
their credit demands and, in the case of larger
borrowers, the fact that through much of 1973
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Billions
of dollars
Dec. 1973

During 1973
behaviour of ban
was affected

between the short-

Annual rates of change

centin the second half o
29 per cent in the fir

st half,

49.9
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“¥ Ab5els

Years ~ Half-years™
Dec. 1970 Dec. 1971 Dec. 1972 Dec. 1972  June 197
to to to to 0
Dec. 1971 Dec. 1972 Dec. 1973  June 1973 Dec. 191
14 4 3 1 5
20 23 26 26 2
24 24 24 30 19
24 29 27 23 J
~18 13 29 17 ‘f
56 47 34 35 J
7
19 15 {7 16 :
9
19 17 19 19

il —

: 1 As mention

e

o of Short-term Credit to Business T —
ur
acted Meas Billions Annual rates of change
gel of dollars | Years @@*m_%
Dec. 1973 | Dec. 1971 Dec. 1972  Deg 1071 o — T —
2 : to o i Ly
3
| Dec. 1972 Dec. 1973  June 1972 Dec. 1972 Bﬂun 1 o
"R Do
3
7 22 er 2
gank :
pmercid ap|<eers
Rppg o= .. 47 -6 8 -31 o8
| Ggplances ''''' 84 - | |
b . 188 18 25 17 19 2
caason@lly adjusted

ed earlier in this Report, the banks ;his‘ area Dy the banks, and by other financial
the Bank of Canada to maintain INstitutions, reﬂ_ected the fact that they attracted
neir policies Of ensuring a reasonable flow pf fUHQS of the qud that had flowed into Canada
unds to smaller businesses and to borrowers in Savings Bonds in previous years.
e less buoyant regions of the country. The rate Over 1973 as awhole, non-personal Canadian
of growth of business loans under authorizations  dollar term and notice deposits rose less rapidly
+{$100,000 or less was 14 per centin 1973 com-  than in 1972. Deposits of $100,000 and over for
nared with 12 per cent during the previous year. t.erms qf less than one year continued to be sub-
n1973 most banks adopted a dual lendingrate  ject 1o interest rate ceilings under the “Winnipeg
structure for business borrowers under which the  agreement”. Although the ceiling rate was raised
minimum lending rate to smaller borrowers, gen-  substantially during the year it did constrain the
erally those with authorizations of $200,000 or  banks' ability to compete for large blocks of
ess, was lower than the prime rate to other bor-  short-term Canadian dollar fgnd& Occasionally
owers. As lending rates were increased during  the banks bid very aggressively for blocks of
he year the minimum rates applicable to smaller  funds for terms just slightly longerthan ihose gov:
orrowers and the average rates charged on  erned by the “Winnipeg agreement’. Atine same
hese accounts rose less than the comparable  time the banks were able 10 ?ﬁr&ctasubstm_ﬁ&l
rates for |arger bOffOWers. amount of funds — $1 4 bﬂﬁt}n - bY Gﬂﬁl’lng

A During much of 1973, the banks competed  Canadians more attractive yields on foralgn-}c;;
oo vely for funds by raising the rates of  rency deposits than they could on Canadian

nierest offered on - .

term and savings deposits.  dollar deposits. et 1

D;é’owef.e Particularly successful in attracting Thus in the course of 1973 the :@;_scg:ﬁm
2!lixed-term deposits, which in the course  an increasing extent on relatively it

ofthe yegr r il | < kinds to finance the growt if
Do cent . e Y $3.4 billion — or more than 50 deposits of various . t?nvolved a lengthening

- T accounting f i This process |
total . Q Tor about one half of th their assets. P it san
Dosit;ncy\;ease N the banks’ Canadia?w d?:I-H:r :jee.. of the average term of.the'lr habthtle;sa taesswsg; ol

0 doubt some of the success achievedin  upward movement if interes 27

were urged by
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1), per centto 6 percent  much of thig .. |
Billions & :23535 were raised by an “Winnipeg agreepn?:notﬁt;:]e Slence of the
of dollars 9 ent. Other bank deposit rse in short-term INterest ?er&d the pace of the
Dec. 1973 : t0 62 per eCd banks Prime Iendmg rates rzt:Sh Thra1 Chartereqd
L t M g :; 2lS0 | cnzii?hs market interest rates i gegem?er, “hed 8'%; per ceny
2 t : S in e were a series uring 1973 C |
o %H\“M 2 1973 ‘?I% fai‘i 5“65 foe ?isegSh-arpw iﬂgtmﬁ{onal rates men-  did not rise ag higgaadsl?t{:ossheoi:i?m o
Currency and demand | 4{’1973 f cominue ncreases N the her 13, four further in-  in the Euro-dollar market or in :Unﬁeq gy
RG . ... R e 14.4 17 14 L uther "7 septem sed itto its pres-  kets. By vear. Other foreign mar.
MOPISG 8 - e 8 5 | oned 3228 ook Rate had raised it o its p Y yearend, U.S. bank prime lending rates
Personal savings deposits . ....... .. o 11 20 16 . 1 jioné  in the Ban ent. The ceiling on large  had reached g PeaK of 10 per cent but wh
S Rad el R s . = 24 56 14 x 8 | Crea{ﬁie[ of 7' Pel' ‘; s also adjusted upward in accouqt IS taken of the Widespread U‘S. pract:ir;
Non-personal term and 36 0 ent rﬁterm deposits wel of 8% per cent. Through  of requiring COmpensating Dalances the effective
notice deposits ................... ol 39 36 11 B al steps 10 @ o Cost of funds to prime Dorrowers was probably
L R tovn R R 8.8 35 4B 13 2 n seve around 11 per cent compared with the 9% per
Currency and total privately-held 3 e /Tper:—_———m cent prime rates in Canada Rates on short-term
Canadian dollar deposits . ......... 48.4 16 16 15 Vields ON shoﬂ;:::lnétates commercial paper in the Uniteg States reached
Currency and total Canadian o ¥ canada and UN peak levels of about 109 per cent in September
dollar deposits ................... 508 18 15 16 4 o whereas at that time COmparable rates in Canada
(1) Calculated from the averages for the quarters shown; half-years are seéasonally adjusted 16 '

were about 8'% per cent. Subsequently these
short-term interest rates came clo

ser together as
| U.S. rates moved to a lower level while Canadian
1 Paper rates rose further during the remainder of
Currency and Chartered Bank Deposits(1)

1973. In early 1974 short-term market interest
0 - i - -
- rates declined in both countries. Throughout this
depo's:ts.h'The broad measyre of the mong, | | period the spread between spot and forward
;Uﬂ%y, e tlncluges e Aeposis, s \ 9 g oo exchange rates tended to move with the
y Per cent in 1973. | i - | t
— Ratio scale - | changing spread between short-term interes
RO Ao sou AS short-term interest rates rose, there wasz o
distinct moderation |
50

In the growth of the mongy :
Supply on the narrow definition that includes onl

rates in the two countries. |
By the latter part of 1973 the increase in short-

45

Currency and privately-hejq
Canadian dollar deposits

40

currency and chartered bank demand deposits
During the period of roughly 2 years up to the

term rates had brought them to levels above those

on long-term securities. Earlier in 1973 the f.;:}?t of
- ccommodation had been substan-
second quarter of 1973, currency and dem&nt: 323;;:[21’ tahat " Iong-term ﬁnancmg andthlsnc;
deposits had risen at an average annual rate - s i S
mOF:e than 15 per cent. Over fhge second hal o : doubt contributed to D
1973 the rate of increase declined to 8 per cefl

shorter-term credit. In general, Ignﬁ-;%f;;atgi
oint hi
35 ot ' to 12 per cen : e were “/a 10 | percentage_r? of the year and,
oringing the year-to-year increase | September than at the beginni gl]ittle e
j N ns
oy the fourth quarter. hat charactenz? : on balance, have since sh?]\g  olacial THRIEN
= The upward movement tla ments in 19% A chart showing mo»{emeﬁgeg -
t(): anadian m?iriset ;z;er ?(?;ZS?JH treasu[yhi)jgs ’i i Covered differential ;altles sizcg;geebegmmng 0 |
Curency ang 4 egan early | ; other SO OllowIn *
X began to rise in January. By Margﬂe up, and?’ 0
term market rates had Staﬂeq toénto 51y per cefl
: April 9 the Bank Rate was ra-'tsehad peen siﬂgg i |
ootober 2 oer, immedmEU
N iad 3 m0th o 1972 1973 4 October 25, 1971. ,Tmeiling observed bgguar : -
mw‘rf daty %9e of “aﬁfﬂlﬂﬁ? )t average of “W!ﬂn]peg agreement Cr?_term Canﬂdlan Ig?ﬂ IQTI |972 1973 74 29
28 banks on their large sho
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provides details of the operations  tion on the growth of the banking system that was

o h L) !
shartered bank typical rales Short-term (- :
: (3 n
o/ 1oNnth) r, ;
e rtit{}g _
# | ¢
| | | | s |
- |
I !
i i1 Euro.
| () , 0 ': :: : ro dﬂ"ar rﬂtu ?
¥ %
: 3
2 9 £1
Prime lending rates ! A
(larger loans) - TR 1
8 = i |
i ‘
-y ? f
: |
|

By

[ | This chaiteéf Canada In 1973. related to the impos:ead through the pressure maintained on the
. 2 | of the Ban® of monetary policy, and of the  banks’ cash reserves led to the upward move-
4 ) % i ':mp'ememat“;gns as agent for the Governmentof  ment of interest rates that began early in 1973,
90-day certificates Bank'sOPere the management of the public ~ The Bank of Canada raised its Bank Rate five
’ o ooy | Canada both in tion with the activities of the  times during the year to 7 per cent where it has
3 ? | gebtand IN Cogrfccount remained since September 13.@
: | gxchange Fund AC ' The record of the chartered banks' cash
X 2 .- wonetary Policy reserve positiong during 1973 is shown in Appen-
i -a 1973 the Bank of Canada so managed  dix Table |. Variations in excess cash reserves
’ t *h{? éj:sr? reserves of the chartered banks that the reflected principally.the Bank of Capada‘s re-
| E}gnks‘ iotal assets were not permitted to rise in ~ sponse to changes in the pressures in financial
: ine with the rapid growth of their loans and mort-  markets rather than aiterations in the basic policy
gages. being followed. Thus on oceasion during the year
The amount of “free” Canadian liquid assets(”  when there were particularly strong upward pres-
Long-term m._ Ihe oot I il substantiglly ln th? st mte_feﬁt raltes‘lca:ih;e:te:l\'e\?;?tiel;\ee;unbii
Canada . course of 1973 and by year-end the ratio of “free somewha§ higher levels tha ; ;
Canada-U.S. comparison Canadian liquid assets to total major assets had these adjustments of th? cash managemfr?
declined to 9.8 per cent, compared with 12.8 per  stance were generally designed 10 maderatte f
cent at the end of 1972. The required minimum  upward movement of rates ratt)er }han .10 scr?ﬁ;s
secondary reserve ratio was maintained at 8 per The Bank of Canada was act?ve inthe 5?03 o
0 Nt by the Bank of Canada and increasing  markets throughout the year in CO“nfiigas %
i?‘t’#“t? of treasury bills were therefore needed ~ cash reserve managi??‘v;‘:&:&m& During
8 - s O ;ﬂ mtilb:nkmg System to meet this requirement.  reasons related lg mgr e ; : vided SUppOR10
eamq;{ é}wever, the banks' holdings of interest-  the year the B;mk Ot ar;indg orincipally short
: / the sa%'.e?nad'a” lquid assets were at virtually  the market by bUWjQ . As}well =5 serving 10
o~ nied Staee Ve ovel in December 1973 as they had  and medium-term iSsues.
§ Public Uttty bonds | YQQr earlier. AP, - Bank Rate
3 i lhﬂ iaCQ of SITOT‘IQ {i‘[‘edit dei“x"lﬁ”! i - e b Ef:&:m‘*pt*u &9 t":?:}‘
g W Al IUS th{: mita Q73 Aprit 9 5% Der oo
\ 1'111‘;:1 NG RIS COMPrise the banks' hald: d raeh (Ravain T_l:p**-d‘ {F:; i:: f—‘st
6 30 u — ~ arl : - NOveIment of Canada bonds and call ioans W— 31
QY 4 : 2 . ¥



stabilize markets, these puit

tion in new issues
n mid-vear the Bank entered the marketon a  stances and adgit

switch basis, selling near-term and medium—-term $370 million wer
;mds against purchases of bonds maturing In through swap
October and December of 1973. Thiswas done to Fund Account,

~ MO - Gl h" INCre: SeSs t(} - : - - ~taile -
management of the public G bt D) ftﬁ,dm i : wIRI0S I the amount o pm“'dﬁf e y $525 million maturing Jetallsof 1968 This 'ePayment, effected
‘ ; e L ns i that would be hela N the required cash r NOteg N gjr O’Ih@| Jair .t onty sues are given N Appendix  tion in foreign exchar{ *Cled through a redye.
§ NI O MMatdiiilyy = _ * . . gt age . :

o r + the time of their maturity. By banks. The Bank in >Serveg of .ty o and Othe’ | the Canadian dol| J° reserves, did not affect

outside the Banx & %% © - - increased the  ermmmentof C “réaseq g e Char Bt | ese | . 1973 were of short-and  ernm ar position of the federal G

the same token, these purchases It ST anada secyrig; NOlgin g Vg | eV . . es soldin 19 , | ent. OV-

é s holdings of maturing bonds, and conse- INg the year. In the Ba '1“3‘3 Dy § 2 95 Ur(;:'d | Tame new CEL irlty. honds with extendible In February 1973 the Gov

,,.aq:; hé':t?‘ ‘f;}creased the scale of its participa- Government S€Curities NK's View Dumnlionﬂl: : dium.term T;are d in two loans. The average  $20 million of 51, o ard AUETHment cancelled

QUEsY Ty would h On an ¢ "Chagy, me*™ . were O1'© tanding unmatured  whichithad | JQuSt 1, 1980 bonds
R Deeq - 3 fols GLIS Previously acquired under provision

o S

o M Jirect and guaranteed bonds shor-  of the purchase

o | | = |
Sin the , M, | marketa\? ltifo nonths over the year to five years,  million of the issue Outstanding.

ies of Canada Savings Bonds  Foreign Exchange Operations
1 average yield of 7.54 per cent During the various periods of rapid change in

~eet some of the demand that resulted from the .. | a A4
;z'i;gn;?hea?muntofGovemmemofCanada Debt Management % Oﬁered;?v\;eljz;st;ar term and agan nolucec on S elationships in 1973 the
bonds outstanding following the partial refunding The federal Governmens g oo at ~ompounding option. Net sales during  exchange rate for the Canadian dollar moved
of the July 1 maturity. fiﬂancing requirements for dso?:t Qanadian% 1 iﬂiefrsjnh quarter of 1973 were 5223 mlnl(:nnoi?]? itf gt)rsely ‘Wit? th&l :fo the US dollar, with both
In September and again in November new  were just under $1 billion for ﬁstlc tranggee” | end of the year the outstan L{ﬂg *ﬁ‘ I rencies falling in value N terms of most major
issues offered in connection with the refunding of 1973, an amount much i tht e*cmeﬂdarm | ‘é‘;ﬂa 4a Savings Bonds was $384 million lower currencies overseas lﬂthetngtthaﬁgfthe vear and
issues maturing on October 1 and December 1 the fiscal year ending Mar AN IS expepy arlier. rnsing in the second half. Weighted according to

-Ordma,f ouring the six-month period ending September Canada's overseas trade, the Canadian dollar

tions reguiteg ers of 7Ya per cent April 1, 1974 declined by over 12 per cent in terms of the

attracted widespread investor interest and the foreign exchange transac
Bank was able to supply additional bonds to the inflow of Canadian dollars to th

ch 31, 1974, gy ] an a year €
in d gt T %0, 1973 hOld

* - - : * them into an  currencies of our principal over ‘
market both on a switch basis against near-term  amountin M ¢ Governg, had an option to exchange | neip seas trading
g f o | % b 19 0 $558 million. Fuﬂhermore,mew ponds value of 71 per cent bonds due April 1, partners from the beginning of the year to mid-
ssues and for cash. In early November, and  transactions undertaken by th @ equal par A :
; an . Y e Bank of Cangg, 4 In total, $70 million of the bonds were  year and had risen by the same amount by early
again in December when there was renewed  with the Exchange Fund Account ingr 1904, g $55 million of the original  January 1974
pressure on short-term interest rates, particularly ~ Government's cash balances b easedy |  gychanged, leaving $ - | |
rates on short-term paper, the Bank entered into a the year: in th €S Dy $370 million oye «sue to mature in April 1974. The movement of the Canadian dollar in terms
programme of purchasin g B o riancas cashyb " e absence of thgse transactions n June the Government repaid the loan of 250  of the U.S. dollar in 1973 and the first two months
| P | alances would have declinedby$43mt +  milion Deutsche marks that was negotiated in  of 1974 is shown in the chart on page 34.
anc cont;nued lo buy very short-term bonds. As  ion. The outstanding amount of Governmen g
wel asﬂfush}omng the market agamSt the pres- Caﬂada securities payable In Canadian dollars e ———————————————————————————————————————————————————————
sures, these purchases facili i illion i 3 : :
mana ementg Nact 2 tated'cash ‘eserve  declined by $49 I'TH”IOF]*!F'] 1973. _ Government of Canada Financing, 1973
b g uring the seasonal rise in note cir- A net total of $530 million was raised throug Millions
”Ti’m e sales of treasury bills by additions to the weg) of dollars
*im; ?nﬂg);miy record of Bank of Cana‘d*a transac-  auctions. Maturities of $400 million in speca Requirements
1973 ie e ot Of Lanada securities during  one-year treasury bills were rolled over duigf | Domestic tranSaCtioNS() ... ............................c0o¢eesesee RRR R
DuriS”?Wf‘fiﬁAppendleablen, year. ¢ Urdinary exchange tranSactions ... ..............coeeeeesesn s R -558
e "9 e year the Bank again used swap On four occasions the Government of Gané P
o :cuons with the Exchange Fund Account in ~ borrowed in the bond market, each time oo | .
"¢ Wanagement of chartered bank cash re- nection with a maturing issue. The Governmen : g _
serves. These transactions - ~wihte | "€lParvalue changes in Canad |
S ransactions involve the temporar did not off blic issue in connection Wi % | ges in Canadian dollar L
i Y e Bank of Canada of foreign  July 1, 1973 maturity of $350 million. The D | g IOASUNY DIllS ........cc0.sieis iy RS o
resal tbgr Sooets under agreements for their Canada, which held $200 million of thal ISngs E W= Marketable bonds ............. e - 384
< 10 [he Exchange Fund Accor | | f llion of new 990 — Canada Savings Bonds .............coeeeoes S =
0o noa o o ount. They can  agreed to acquire $175 M ning$17% - A0
open market I‘Jr_ example, in connection with directly from the Government; the réma med? | S
o one purchases of securities or acauisi. 1 * ~ds were 16dee™® & | Degrn | 439
IO0 & pew ieaics ,, 3 Or acquisi million of the maturing PO d,new | *In Canadian d M B
‘ | CW 18Sues of G*"Jv&‘*rr"rrr- __ ge | thBOthBrhan , A( | dollar CASH DAIANABB® . ... .. ror vy it SRR .
0ONdS and treas i + “mment of Canada  the Government for cash. On ent 0f 390
1973 the ¢ easury bills, as Opportunities arise |Ir funds we aised by the Gove" wel ) oy
“IoUe 63{”{1-}{83“8 LIE25 e, 1 Unas were ralse bends (2 "”f'-‘-”il;::jir:;i Avanes '””Il!fn_h,,mw Ak

Fund Ag ount 1o permil remittancs of profits {a and the Eachangs Fund

8370 (Tl |
My ) '
' Ploceeds of an ICI6a80 In tamporary swap transachions between the Bank of Cana 33 |

3 daneeded to add substan- December 1 when $600 million ©
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'k of Canada bought
his period the Ban ugh ;
Duriﬂ?b S Ldo”ars on behalf of the Exchangeé J
iy t derly conditions In |
Fund Account (O maintain oraerly

| . These
he U.S. dollar in Canada
i far the bulk of the monthly
t

tions account | the
OE:{ZH es in the total of Canada’s official interna-
f na? reserves shown in the chart below.

” reserves also re-
'

gni n official
Significant changes N O |
qfred trom the drawing down in June of U.S. $94
i Government of Canada !

i b and denominated in |

notes issued In 1968 ed i
from the revaluation In

Deutsche marks, and |
Oitober by U.S. $185 million of Canada’s hold-

ings of gola, SDRs and other gold-based assets.
n 1973 official reserves declined by.U.S. $467
million excluding the October revaluation and by

U.S. $282 million including it.
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