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PREFACE

In our 21st year of publication, it is, perhaps, fitting that I
should express a word of appreciation to those who co-operated
in the difficult task of establishing such a Work as this in a
young country where devotion to material development is natur-
ally a first consideration. A tribute is due to the successive
Presidents of the Company in its first dozen years of existence
—the late Senator James Mason and Maj.-Gen. Sir Henry M.
Pellatt—and to the late Lord Strathcona and Mount Royal whose
support and appreciation of the publication were shown at its
inception and continued until he passed away. In the re-organ-
ization of the Company two years ago, a number of gentlemen
assisted, to whom I should like to express a word of sincere ap-
preciation—Mr. A. E. Ames, Mr. H. P. R. Temple, Mr. Hume
Blake, x.c., Mr. R. A. Stapells, Mr. G. Frank Beer, Mr. Roy Mac-
Dougall of Toronto, Mr. Walter Woods and Lieut.-Colonel C. R.
McCullough of Hamilton, Mr. Innes Hopkins of Vancouver.

Since 1901, when my first volume appeared, Canada has gone
through many and varied stages of evolution. The ever-
changing developments of that twenty-one years in the life of
our youthful nation have been recorded in The Canadian Annual
Review and, with a continuance of the generous and ever-growing
support accorded to the Work in recent years, there should be
found at the end of this Century an equally full retord of Can-
ada’s growth and Canada’s life in The Canadian Annual Rreview
of that time. Annual publications in Great Britain—though not
quite so elaborate in character as this—have, in more than one
case, passed the century or the half-century mark; the perman-
ent value of The Canadian Annual Review has often been men-
tioned, and it is not difficult to estimate the fundamental interest



and, may I say, value, of such a publication—if we had it—:ior
the years 1800 to 1821, or through the days when Confederation
was in the melting pot of public thought.

There were three lions in the path of publication in the
years following 1900. There was, first, the obvious financial
difficulty, which was overcome by generous support and vigorous
effort. The second was the reasonable and widespread doubt
as to whether any one writer could deal with current politics
and history in an absolutely impartial manner; the answer to
this doubt lay in the splendid recognition accorded the Work
by Governments and Legislatures of all phases of political
thought in Canada. The third was the natural scepticism of
Libraries—Public, Reference, University, etc.—in this and other
countries, as to the permanence of the publication; this could
only be removed by time and the doubt has long since passed
into a condition of world-wide Library patronage.

It may be noted, in passing, as an illustration (1) of the
growing interest taken abroad in Canada’s history and con-
stitutional development and (2) of a special form of public
service for this Work that, four months ago, the late Arthur
Griffith, President of the Dail Eireann, Dublin, cabled the Author
requesting a complete Set of the 20 volumes of The Canadian
Annual Review for the use of his Free State Government.

May I add that some important matters relating to 1920
are dealt with in this volume—notably the West Indies Confer-
ence of that year, the Imperial Press Conference, and the Con-
gress of Chambers of Commerce of the Empire. Consideration
was unavoidably omitted from the 1920 issue.

J. CASTELL HOPKINS.

Toronto,
Aug. 15, 1922,
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THE

CANADIAN ANNUAL REVIEW
OF

PUBLIC AFFAIRS

FINANCIAL CONDITIONS OF 1921.

The clouds of depression hanging over Canada
The World at the beginning of 1921 and throughout the year
ls>itul:lﬁ°n; 4 showed signs of breaking at its close; deflation in
P::gr:l:‘ 5f  the Dominion, as in the United States, had nearly
Reconstruc- reached its level and there were indications that
tion. the worst stages of reconstruction in North
America had been passed. To.some extent, how-
ever, the situation still turned upon conditions in Europe and the
East—conditions of lessening but still powerful world-unrest, of
difficult international relationships, of racial strife within na-
tional or Empire boundaries, of bitter Socialistic distrust, of
Bolshevist class-warfare and hatreds, of an ignorant proletariat
unwilling to trust the educated and experienced classes to lead
it out of the financial, industrial and productive quagmires
left as the aftermath of war.

Canada, like the United States, was vitally concerned in
these conditions. Its markets were affected, the prices of its
products were involved, the stability of its finances were de-
pendent to some extent upon an intricate world-system which
had not as yet found complete re-organization possible. Close
relationship with Great Britain and the countries of the Empire
had given its financial leaders and its people, however, a natural-
ly wider outlook than those of the United States; they were
quick to recognize the import and possible value of such develop-
ments as the Washington Conference—as in the case of British
Empire Conferences amidst other and older conditions—in sta-
bilizing finance, unifying thought and action, pacifying preju-
dices, modifying unrest and suspicion. Hence, during 1921, a
growing regret expressed in Canada that the United States had
not allied itself with Great Britain in the latter’s policy of assist-
ing and hastening European reconstruction; a ready recognition,
at the same time, of American difficulties in this connection—

17
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¢raditional and racial and the result of a century of national
isolation and of tremendous internal development.

Canadians understood to some extent the problems of
Europe through association with the problems of I;‘,n’lpxre. They
appreciated during 1921 something of Great Britain’s huge task
in confronting the tragedy of Ireland and the racial nationalism
of South Africa; the enormous problem of internal racialism in
India—which touched more races and embryo nations than
Furope and Russia combined; the Oriental complications of
Palestine and Mesopotamia and Persia; the revolutionary
troubles in Egypt which constituted a menace to the British
and world-route to India and a fire-brand ready to be thrown
into the quiet but always volcanic masses of the Soudan and
Northern Africa. As a matter of fact, the torches of flaming
unrest waived by a Hertzog, a Gandhi, a Zaghlul, by many a
neophyte of these prophets of discontent in other countries, and
by world-wide disciples of Karl Marx or Lenine, had a direct
effect upon the general stabilization of finance, the economic re-
construction of the world, the well-being of Canada, the recovery
of Great Britain or the condition of the United States.

The discouraging, doubtful or depressing developments of
the year were the absence of any active, aggressive evidences of
business recovery ; the decreasing volume of trade in most coun-
tries and in the greater lines of industry—illustrated, notably,
in iron and steel conditions; the widespread unemployment run-
ning, at one time in the year, to 5,735,000 in the United States, to
2,171,000 in Great Britain, and to hundreds of thousands in new
countries like Canada or Australia ; the tremendous fall of prices
in agricultural products and the deflation of the farmer at a
more rapid rate than the merchant or wholesaler; the failure
to fully return to a common level of values where the farmer
could exchange his products for the goods he required at some-
thing like a pre-war ratio; the ever-growing volume of de-
preciated currency being issued in Germany, Russia and Poland
with its inevitable result of further and more chaotic financial
conditions. There was, also, the continued increase of national
budgets in some European countries with its corollary of in-
creased debt and taxation; the ever-pressing burden upon the
world of National Debts estimated in 1921 at a total of $382,634,-
000,000 as compared with $43,362,000,000 in 1913*; continued
difficulties in the United States with the Railways and, during
most of the year, as to the National lines in Canada; the per-
sistent decline of American and Canadian export trade and con-
sequent giepression in many industries and interests; continued
and inevitable demoralization of exchange rates in the countries
of a great part of Europe. As against these depressing condi-
tions or tendencies there were various fundamental matters in-

- :
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dicating improvement and warranting hopefulness. They may
be summarized as follows:

1. The practical completion in the United States and Great Britain,
in Canada and the British Dominions generally, of liquidation in trade
and industry with cessation of the heavy fall in prices Whlch. accom-
panied reconstruction—a fall of 40 per cent. in a year and a half in Great
Britain and corresponding, though not exactly similar, reductions in the
other countries specified. 5

2. In the United States commodity prices struck their lowest level
in the midsummer of 1921 and remained fairly steady during the rest of
the year. With the stabilization of prices came that steadying of con-
ditions which, in all past experience, had preceded a revival in trade.
The farmers could fear nothing lower in the price of their products; any
change would be for the better.

3. The attitude of Labour was proving most satisfactory in Canada
with, at the close of the year, an absolute minimum of trouble; while
unemployment was considerable, it was not more than in the preceding
winter and, in Great Britain and the United States, the total was
lessening with strikes decreasing in number and in importance; every-
where in these pivotal countries of the world the Bolshevistic spirit of
1919 was clearly losing its grip and unrest almost visibly subsiding.

4. Following the low prices of agricultural products came the bene-
ficial corollary of reduced costs in production and the enhanced chances
of holding and increasing an export trade in these products.

5. As a result of persistent economy and reduction in operating ex-
penses, of a lower wage rate and careful management, the Railways of
Canada showed an improving condition at the close of the year; in the
United States anticipated insolvencies had been averted and in both
countries the decks had been cleared for a possible revival in traffic and
larger net receipts. In Great Britain the Railway situation was greatly
improved; in Germany the Railways reached an efficiency 65 per cent.
of pre-war conditions and, under the management of General Groener,
gere t_)]cing rapidly shifted from State control to that of local Railway

ouncils.

6. The depression of internal trade in Canada and the United
States encouraged a wider and saner view of exporting conditions and
the question of long or doubtful foreign credits. To Canada the Rou-
manian and Greek experiments proved a living lesson in trade economics.
The decrease in the excess of United States Exports to Europe over its
Imports continued and clearly marked an approximation to more normal
conditions. In the calendar year 1919, the excess of Imports which
Europe had in some way to meet or pay was 3,720 millions, in 1920 it
was 2,642 millions, in 1921 it fell to 1,437 millions.

Canadian trade passed out of the abnormal condition of preceding
years and its condition of excessive Imports changed into one of
equality ; the average $400,000,000 excess of Imports in 1916-19 became in
1921 a small balance on the Export side. Better conditions in British
finance and the partial economic recovery of France and Italy; the
Labour adjustments in Great Britain and splendid activities of the
French and Belgian workingmen, were obvious and potent factors in
this change.

7. Exchange rates in New York at the close of the year were im-
proving steadily. English exchange on Dec. 31, 1921, stood at 86:6% of
par; on Dec. 31, 1920, the ratio was 72'8 of par. Similarly Canadian ex-
change had risen in New York from 857 to 951 per cent. of par. In the
United States, Bank loans and money rates reached their lowest level
and this was considered by financial writers to be a good sign; in Canada
money became easier at the close of the year and Canadian bonds found
a ready market at home and in the United States with an upward tend-
ency in price.

. The improved international and political situation was an obvious
fact at the close of 1921, The Washington Conference had stabilized the
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relations of Britain and the United States and made possible a better
adjustment of their financial relations; the partial settlement of the
Irish question helped to this end and made political conditions in Eng-
land brighter and easier; the Prince of Wales’ visit to India did much
to check the current of somewhat inflated and bombastically described
disaffection in that home of a vast population; the elections in the
United States and Canada and South Africa steadied the political situa-
tion in those countries. These and other things were commencing to
produce confidence; with financial confidence, it was hoped, would come
enhanced business credit and trade expansion .

9. Of vital importance was the steady, continuous lowering of the
war-scale of wages—paving the way for revival of industrial business
and agricultural prosperity. Deflation in Agriculture, in Manufacturers’
prices, in transport rates, in Merchants’ goods—the last a very slow and
halting process—were finally followed by this essential element of
wage reduction.

One of the most important influences for world welfare in
1921 was the decrease in paper currency and increase of gold
reserves in the more solvent nations of the world. The pro-
cess could not, of course, equal the boundless issue of almost
worthless money by Germany, Russia, Poland, Roumania and
Austria, but it indicated that the great nations upon which the
world’s prosperity in the near future would turn were doing
more than merely retaining their stability. The countries which
decreased their paper currency between 1919 and 1921 were the
United States (414 millions), Great Britain (17 millions), France
(126 millions) ; Switzerland, Norway, Egypt, Japan, Denmark,
Netherlands, Sweden and Canada in small amounts to a total
for all of $317,000,000; their increase in gold reserves was $1,-

183,000,000 and in this condition the United States stood for °

about two-thirds.

Of the two countries with which Canada was most concerned
the United Kingdom, between 1914 and 1921, increased its paper
currency from 140 to 2,115 million dollars, and its gold reserves
from 195 to 764 millions; the figures for the United States rose
from 1,056 to 3,637 millions in paper currency and from 1,023 to
2,944 millions in gold reserves; Canada itself increased from 210
millions in paper currency to 447 millions and from 155 millions
in gold reserves to 190. But the essential element of interest was
the fact that between 1919 and 1921 the various countries speci-
fied had ceased the process of creating larger supplies of paper
money, that the opposite process had commenced, and that ac-

cumulations of gold were increasing in countries other than the
United States.

. Upon this problem of gold there turned much of the ques-
tion of reconstruction—of whether it was to be slow or rapid.
The pouring of gold into the United States after the war to help
in settling trade and other balances continued, until in 1921 that
country held 40 per cent. of the gold of the world—about $3,000,-
000,000 chiefly in National and Bank reserves—compared with
the 23 per cent. which it held in 1913. Such a condition would, in

’lt"y
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itself, disturb the financial equilibrium of the world besides being
an evidence of the general disturbance already existing. Much
of this gold had filtered through European countries from Russia
which had been, by this time, almost stripped of its gold to pay
for food and necessaries—in lieu of the credit which Communis-
tic fantasies and violence had destroyed; some of it had come
from India where the unusual experience of an unfavourable
trade balance was being slowly overcome; much, also, had come
from South Africa direct, instead of being distributed in Europe
through London for the normal purpose of gold coinage and in-
dustrial use.

Early in 1921 the United States held gold reserves total-
ling $2,529,571,000 compared with $691,514,000 in 1913; the
United Kingdom had, also, increased its holdings from $170,-
245,000 in 1913 to $763,350,000 in 1921* According to the U. S.
Treasury at Washington the general stock of gold in the United
States on Jan. 1st, 1920, was $2,787,714,306, on the same date in
1921 it was $2,784,834,427, and at the end of the year it was $3,-
656,988,551 ; meanwhile the money in circulation had increased
from $851,025,400 on Jan. 1st, 1921, to $1,094,542,032 at the close
of the year.

Meanwhile, the United States production of gold had
steadily decreased since 1915, when it totalled $101,036,000, to
1920 when it was $51,098,000. The British Empire remained
the largest producer in the world with a total of $229,671,000
in 1920 compared with $266,154,000 in 1914.f South Africa and
Australia and India all showed reductions while Canada alone
had an increase. As the inflation rose and fell. gold production
almost uniformly decreased. The immense gold holdings of the
United States undoubtedly checked the trade of that country,
they constituted a form of national indigestion and the absence
of this gold from circulation was a clear indication of continued
stress and strain in Europe. United States Loans or Credits
abroad would have withdrawn some of the gold from America
and, at the same time, have strengthened weak European cur-
rencies and promoted increased trade and international pros-
perity. This process, and signs of sanity in Russia, would be the
final proofs of returning prosperity.

Such, briefly, is an abstract of the world financial situation
in 1921. There was distinct improvement in the countries that
directly concerned Canada; there still was unrest and financial
difficulty everywhere but with signs of betterment in other coun-
tries indirectly involving Canadian interests—as India, Australia,
etc.; there was no clear evidence of improvement in German
finance but there was in its trade condition and even in Russia,
the willingness to abandon chaotic Communism for some modi-

*Note—U. S. Federal Reserve Bulletin (Official) June, 1921,
fNote—Estimate of the London Statist, Feb. 19, 1921.
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fied form of Socialism and to discuss matters in a European
Conference was a hopeful sign. With these general conditions
and the Irish settlement, the Washington Peace treaties, the im-
provement in Exchange, the plans for an International Confer-
ence at Genoa, there were continental conditions of a character
which seemed to warrant an optimistic feeling at the close of
1921,

There was, in both Canada and the United States, a dis-
tinct betterment in the Labour situation, and fewer strikes, a
lower cost of living and of credit; there was a reduction of Bank
loans and a steady liquidation of the “frozen” liabilities which a
tie-up in business always creates; there were improving stock
and bond prices, better financial aid to farmers, increased
economy on the part of Governments and plans for reduced taxa-
tion, a gradual betterment in certain lines of industry. There
was an inevitable and large increase in Failures in the United
States and Canada—the former country showing a total of
$617,774,364 in 1921 against $295,121,805 in 1920 and Canada 58
millions as compared with 18 millions in 1920. But this was an
obvious part of readjustment and reconstruction; if it proved
anything specific it was that these countries had taken their war
medicine, had thrown off many of the results of inflation, and
were approaching more normal conditions.

Canadians, during the year, suffered seriously

Financial from the depression and hoped vainly for a turn in
&g‘:‘:&‘: the tide until near its close. Signs of a change then
During1921. Were clearly visible—partly seasonal in business
activities, partly international, partly the result of

an approach to the normal in trade with the United States, in
costs of labour and in prices of products. The worst of the de-
ﬁatlop was over and the basic elements of Canada’s prosperity
r.emagned. intact. With about 5 per cent. of the world’s popula-
tion, it still was able to produce 18 per cent. of its oats and 11 per
cent. of its wheat and its barley, 4 per cent. of its gold and its
copper, 12 per cent. of its silver, about 85 per cent. of its cobalt,
asbestos and nickel, 32 per cent. of its pulpwood and 20 per cent.
of its 1un}ber and fish* Tt could do much more with increased
immigration and, while its natural resources and riches were not
boundless, they certainly were very great; lying between, and in
f1_111 touch with, the financial and general interests of the two
richest and.greatest countries in the world, a large future de-
velopment in both population and wealth was seemingly sure.
But the stern aftermath of war expenditures in men and money
had to be endured first; in comparision with practically all coun-

tries—not excluding the United States—Canada now suffered
perhaps the least of any.

Note—Compiled by Agricultural and Industrial Progress, a moathly publication of the C.P.R
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At the beginning of 1921 commodity prices still were grossly
inflated in many directions, wages remained largely on a war-
footing, the Banking position was one of contraction in credits
and extreme caution in every direction, the retailer had refused,
in too many cases, to admit the necessity of a loss and still was
holding prices up. With the farmer, however, deflation had
commenced and his crop of 1920 was worth $80,000,000 less than
that of the previous year and was destined in the coming season
to show a reduction of $500,000,000. He faced deflation in its
worst form and to the loss in grain crops was added partial ex-
clusion of his cattle and other products from the U. S. market.
As the year passed to its close all classes shared in the position
of the farmer, but not to the same drastic degree. There was a
steady reduction in manufactured goods and general wholesale
prices fell about 36 per cent. while, between May, 1920, and Sep-
tember, 1921, Labour Department Index figures showed a general
fall of 356 to 232—though they still remained far above the pre-
war level; the pulp and paper industry could not, during much
of the year, market all its output and profits were curtailed
while exports fell off and selling-prices only slightly decreased;
the cost of living decreased—Ilargely in foodstuffs—and the
Dominion Bureau of Statistics quoted $16.84 per week in July,
1920, for a family of five persons and $11.00 for the same supplies
in November, 1921,

Other prices fell and, by the close of the year, the smaller
dealers and manufacturers were accepting the situation and
throwing their surplus stocks upon the market. As Sir Vincent
Meredith, President of the Bank of Montreal, put it on May 28:
“A number of merchants and manufacturers with us, as else-
where, have been caught with heavy stocks, largely accumulated
at former excessive prices, notwithstanding that the Banks had
been giving warnings of the possibilities of a precipitate decline
in the prices of merchandise and commodities. These stocks
will have to be liquidated, and losses, no doubt, will have to be
faced before a return to normal conditions can be looked for.”
The ensuing record of commercial failures was more than double
that of 1920; this was one of the clearest proofs that deflation
had reached all classes and was, by this time, only a question of
differing degree.

" The Financial Post, Toronto, (Dec. 2, 1921) stated that “a
special survey of the business situation indicates that stocks of
merchandise in the hands of retail merchants are now for the
most part down to normal or below. Prices, however, although
they have been generally adjusted, are still regarded as being too
high in the majority of communities.” According to R. G. Dun
& Co., the Failures of 1921 affected most largely the machinery
and tools industry, lumbermen and carpenters, clothing and mil-
linery; amongst traders, general stores, with groceries and
meats—which totalled $11,909,610—clothing and furniture, dry-
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goods and carpets, shoes and trunks, hats, furs and gloves were
most affected. The total number of Commercial Failures was
245 and the liabilities $73,299,111, of Manufacturing failures 559
with $33,976,790, of Trading failures 1,739 with $29,886,:'569. With
sundries the Canadian Failures of the year were 4,903 in number
and the Liabilities $146,643,455 compared with 2,156 and $52,-
988,602, respectively, in 1920. The external trade of the year
reached a highly satisfactory point with Exl_)orts almost balanc-
ing Imports, with decreases in the importation of silks, cottons,
and wool and, in lesser measure, of coal and petroleum, with a
heavy reduction of the unfavourable U. S. balance. As a result
of this latter condition, and despite the large sale of Canadian
bonds in the United States, the Canadian dollar in New York
rose from a value of 84 cents at the end of 1920 to 9334 cents on
Dec. 20, 1921.

Many industrial Companies during the year passed or re-
duced their dividends but the total was not as bad—either rela-
tively or positively—as in the United States. There were also

many declines in stocks at different periods of the year and on
one day (May 20) C. P. R. had a drop of 6 points. The greater

stocks were not seriously or permanently affected, however, and

a prominent financial journal in October asked 10 leading firms
of stock-brokers in Montreal and Toronto to name the 10 best
dividend-paying Canadian stocks of this period with a result
which varied in detail but included the following names:

National Trust Company. Montreal Power Consolidated.
Consumers Gas Co. Shawinigan Water and Power.
Canadian Pacific Railway. Lake of the Woods (Common).
City Dairy Co. Consolidated Mining (Common).
Canadian Locomotive (P’fd). Ogilvie Flour Mills,

F. N. Burt Company. Maple Leaf Milling Company.
Penman’s Limited. Belt Telephone Co.

Brompton Pulp, 8% Bonds. Spanish River 8% Bonds.

King Edward Construction. Fraser Companies Limited.
Ottawa Light, Heat and Power. Laurentide Power Company.
Asbestos Corporation (P’fd). Steel of Canada (Preferred).
Dominion Bridge Company. Southern Canada Power (P’fd).
Canadian Cottons (Common). Winnipeg Electric (Pref