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Convention Number

During the past twelve months,
the Canadian economy has lost
but little, if any, of the momen-
tum of the previous year. In fact
on a compara-
tive basis,
conditions
have been ex-
t raordinarily
good ¢to
date. It is sel-
dom that any
country ex-
periences. at
the same time,
a period of
rising income,
kigh employ-
ment and fall-
ing prices.
This combin-
ation has ben-
efited in particular the industrial
wage earner, whose real income
in 1952 gained 11%, an increase

. greater than for all the"years
combined since the war ended.
Likewise, those dependent on
fixed incomes have found their
dollars have gained some measure
of the authority surrendered dur-
ing recent years.

Major contributing factors to
this happy state of affairs were a
record volume of capital invest-
ment by business, industry and
government, record grain crops, a
highly favorable merchandise
trade position and a steady flow
of capital into the country. The
interplay of these factors has
made our economy dynamic and
buoyant, resulting in an impres-
sive rise in productivity, and has
brought prosperity to practically
all sectors of the country. Signif-
icantly, this was all accomplished
without giving rise to any infla-
tionary pressures.

With only minor variations, the
forces which operated to make
1952 a record year still persist.
While recent events on the inter-
national scene may obscure and
cloud the outlook for the present
at least, our economy is still in
high gear and its sheer momen-~
tum should make this year’s trade
and commerce statistics quite
satisfactory.

One of the outstanding situations
during recent months was cli-
maxed when in October the Ca-
nadian dollar rose to a premium of
approximately 4% with relation
to the U. S. dollar. This was due
in large measure to an exceed-
ingly favorable merchandise trade
position, accompanied by a sub-

Harold S. Backus

*Address by Mr. Backus at the An-
nual Meeting of the Investment Dealers
Association of Canada, Bigwin Inn, Ont,,
June 11, 1953.
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The Canadian Picture Is Still Bright

By H. S. BACKUS*

Retiring President, Investment Dealers Association of Canada
Vice-President, McLeod, Young, Weir & Company, Ltd., Toronto

Mr. Backus reports business conditions to date in Canada “as extraordinarily
good,” with record volume of capital investment, record crops and favorable
balance of trade. Says from “world viewpoint” Canada is country of great
opportunity, stable government and sound fiscal policies. Points to heavy
capital expenditures in Canada, which has expanded the invesiment business,
because of heavy volume of financing. Calls attention to foreign investment
organizations attracted to Canada and concludes, despite uncertainties, long-
term prospects for Canada are distinctly bright.

stantial import of capital for in-
vestment during the year. At the
end of the calendar year, the Ca-
nadian dollar rose to a premium of
approximately 3%, but since that
time, has lost the major part of its
more recent gain. As far as the
overall trade position of the coun-
try is concerned the approach to
parity, from an economic view-
point, is basically constructive.

Total gain in the value of the
Canadian dollar from October 1,
1950, when it was let go free, to
October, 1952 was 14% in relation
to the U. S. dollar. This only
serves to reflect that Canada,
from a world viewpoint, is a coun-
try of comparatively great op-
portunity, stable government and
sound fiscal policies.

For the year 1952, the Gross
National Product rose to almost
$23 billion which was 7% higher
in dollar terms and 6% higher in
terms of volume, than in 1951. It
has been estimated by the Minis-
ter of Finance, that for the calen-
dar year 1953, the Gross National
Product could approximate $24
billion provided the rate of in-
dustrial and general economic ex-
pansion in evidence during the
early months of the year con-
tinues. Personal income, employ-
ment and labor income still re-
main at a high level and have
generated a purchasing power
which has been reflected in a
large volume of consumer ex-
penditures. This is all the more
remarkable in view of the fact
that much_of the backlog of de-
mand has disappeared and many
post-war replacements have al-
ready been made. Inflation ap-
pears to have been arrested and

prices on the whole are lower
than those obtaining a year ago.
The greatest decline has taken
place in the wholesale price index
and as usual, the consumer price
index is slower in reflecting the
change.
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A Doubled Productive Capacity

Productive capacity, which has
been almost doubled in the post-
war years, is now able to provide
for both domestic and defense re-
quirements. In the fiscal year
ending March 31, 1953, defense
expenditures were approximately
45% of all government expendi-
tures and are expected to account
for the same proportion in the
current fiscal year. As near as
now can be estimated, defense ex-
penditures will account for be-
tween 8-9% of the Gross National
Product.

Canada has not been alone
in recent years in pursuing a
highly industrialized pragram.
Many other Nations have done
likewise and have become more
dependent on raw materials and
export of surplus finished prod-
ucts. This can only mean that
markets are becoming more com-
petitive, and that efficiency in
production and distribution meth-
ods must offset rising costs if in-
dustry is to prosper. Trade is in-
ternational, and Canada has a
vital interest in the export mar-
ket. Today we export nearly
one-fourth of our total pro-
duction with a little less than
half of these exports going to the
United States market,

To price ourselves out of some
world markets as has been threat-
ened in some instances can only
react to our disadvantage. Sub-
sidies at home, while they main-
tain artificial price levels and lend
a degree of stability to the econo-
my at large, do so only at the
expense of the great body of tax
payers. Perhaps the law of “sup-
ply and demand” which seems to
have been repealed in a number
of cases, should again be given the
opportunity to function more
realistically. There seems to be a
trend in that direction on the part
of the new Administration which
recently took office in the United
States.

It is regrettable that in this
world of unreality in which we

have been living since the end of
World War II, so little progress
has been made as far as develop-
ment of international trade on a
broad scale and convertibility of
currencies are concerned. These
two factors are of vital importance
not only to all the trading Nations
of the world, but particularly to
our own country which with a
relatively small population has
become the world’s fourth largest
trader.

During 1952, Canada’s foreign
trade position made substantial
gains in terms of volume, value
and broader markets. An overall
trade surplus of $317 million was
recorded in that year as compared
with a deficit of $123 million in
the year previous. During this
period, our trade with the United
States showed little change but
our exports to the United King-
dom increased by over $100 mil-
lion and to all other overseas
countries by about $250 million.
Export prices were well main-
tained while many import prices
were lower, with the result that
terms of trade (the ratio of export
prices to import prices) were 13%
above the 1951 level. ° .

Early trade figures for 1953 ap-
pear to be less satisfactory. For
the first quarter our mechandise
balance of trade showed a deficit
of $88 million. The shipping strike
on the West Coast and subsequent
curtailment in shipments of grain
were undoubtedly a factor in re-
duction of exports. Imports were
up 9% for the same period, while
exports were down a like percent-
age.

Total Invested in 1952 over
$5 Biliion

For the past several years Can-
ada has led all other nations in
the percentage of her Gross Na-
tional Product invested in public
and private capital projects. In
1952, these investments totaled
over $5,100 million and may rea-
sonably be expected to exceed
that figure this year. Significant

features of the 1952 capital ex-
penditure program were the
larger outlays for industries con-
tributing directly to the defense
effort and those engaged in devel-
oping the vast natural resources
of the country.

It has been estimated that capi-
tal expenditures for this year will
exceed by nearly $300 million
those of last year, which com-
bined with approximately $2 bil-
lion planned for repairs and main-
tenance, produces the impressive
total of planned expenditures of
over $7,400 million. Provided
there is no change in this program,
satisfactory business conditions
should prevail.

It is interesting to cbserve that
proposed 1953 expenditures indi-
cate some significant changes in
distribution among the various
industries. In manufacturing, de-
clines are indicated in pulp and
paper, primary iron and steel and
industrial chemicals, as their ex-
pansion programs are, for the
present nearing completion. These
declines will probably be offset
by continued expansion in trans-
portation equipment, non-ferrous
metal processing and petroleum
refining industries. In the utilities
field, a higher rate of expendi-
tures is expected for long term
expansion projects of telephone
companies and railways, while
other utilities, including electric
power will probably hold to their
1952 level. Capital expenditures
in the further development of
crude petroleum, base metals and
extension of housing facilities are
expected to show an increase. The
ending of deferred depreciation
will undoubtedly result in a large
volume of building construction
previously postponed.

Since the activity of the invest-
ment business is to a large extent
geared to the nation’s capital
spending, the high level of capital
investment in 1952, as might be
expected, resulted in a heavy vol-
ume of public and private financ-
ing. Our industry was fully en-
gaged in providing the capital
funds required. New issue bond
sales in 1952, excluding short term
government financing, amounted
to almost $2 billion, an increase of
approximately 22% over 1951.
Available figures on the volume
of bond financing for 1953 show
pigher totals for the correspond-
ing period than for 1952. Exclud-

ing all Government of Canada fi-
nancing, totals sales of provincial,
municipal and corporation bonds
for the first four months of 1953
were $418,499,036 compared to

Continued on page 26
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The greatest building program
in the Canadian oil industry has
taken place during the past four
years. In that time half a billion
dollars has
been put into
the construc-
tion of a
limited num-
ber of oil de-
velopments.

Canada dur-

ing those

years, has

moved from

the position

of a minor

producer to be

one of the ttio;i 1 4%

six potentia g

oil producing S. M. Blair
areas in the .
world. A Trans-Continental oil
pipe line system and a grid of up-
to-date refineries from coast-to-
coast has been acquired. .

It is hoped with this paper this
morning, and a film this evening,
to further describe a few of the
important phases of that develop-
ment.

The Projects

The building for Canada’s oil
and gas industry is mainly for
production, manufacturing, trans-
port and marketing.

Both production and marketing
are usually closely integrated
through their financing and de-
velopment with the operating
company. The other two, manu-
facturing and transport, require
very high capital expenditure and
it has been found expedient in a
number of cases to carry out their
development with the aid of out-
side and specialized financial en-
gineering and construction help.
1t is to these two sections particu-
larly, that the present review is
directed.

The Builders

To attain satisfactory progress
in the development a strong

building team was essential, made

*An address by Mr. Blair at the 37th
Annual Meeting of the Investment Deal-
ers’ Association of Canada, Bigwin Inn,
Lake-of-Bays, Ontario, Canada, June 11,
1953.
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Building for Canada’s 0il

By S. M. BLAIR*

Vice-President of Canadian Bechtel Limited and Vice-President of
Trans Mountain Qil Pipe Line Company

Canadian oil executive describes vast building program in Canada’s northwest

oil producing area, covering such matters as building facilities for production,

manufacturing, transportation and marketing. Says Canadian oil industry has

done a magnificent job in meeting obstacles in providing refining and trans-

portation facilities cccasioned by the rapid expansion of oil production in areas

2,000 miles from the principal markets. Points out there is still a surplus of
natural gas in Western Canada seeking a market outlet.

up of the members, finance, labor,try is attracting an appreciable

supply and constructors. As we
here are all members of the team,
it is desirable to review some of
the rules and factors that are con-
trolling our operations.

The members who arrange for
engineering supplies have made
such progress that there is now
only a limited amount of equip-
ment that cannot be provided in
Canada for refinery and chemical
plants. The shortages are practi-
cally all limited to large diameter
pipe, certain furnace tubing, alloy
piping and plating, and large com-
pressors and explosion proof mo-
tors. In regard to supplies for con-
structing pipe line systems the
plate for storage tanks is now
made, the fittings are becoming
available and the pipe up to 16
inches in diameter is produced in
Canada, but the large diameter
pipe must still be imported.

The labor employed by the oil
industry is small in comparison
with that generally required in
others, either on the basis of the
comparative capital investments,
or on the value of the output.
There are only about 25,000 per-
sons engaged on the regular oil
operations. There was a serious
shortage of manpower particularly
in the case of experienced engi-
neers, and craftsmen when the big
expansion of the industry started,
but that position is improving and

of the 7,000 engineers at present
training in Canada, the oil indus-

proportion for regular operation.
It appears that the manpower re-
quired in the building team will
also be nearly all Canadian with-
in a few years.

Turning now to the work of the
engineers and builders, on whom
fall the responsibility for first
estimating and then performing
so that the projects can be com-
pleted in accord with the orginal
judgment and appraisal. Their re-
sponsibility in estimating covers
costs, yields or throughput, and
that all-important factor in attain-
ing the estimated profitability—
completion time. The attaining
and fulfilling of realistic estimates
for each of our new developments
is possibly of greaer importance
now than at any time in our pre-
vious history because of the pres-
ent magnitude of these develop-
ments. The oil industry has had
marked success is this respect and
it is interesting, when we are now
on the threshold of so many vast
projects, to review the progress
of Canada’s oil work and to see
something of the status of the ma-
jor projects that have been pro-
ceeding in connection with it.

e have now noted the main
subdivisions of work in building
for Canada’s oil and mentioned
three of the essential builders, i.e.
suppliers, manpower .and con-
structors. The fourth “finance”

does not need any description by
me here. Nevertheless, the tre-

CALVIN BULLOCK, LTD.

507 Place D’Armes
Montreal 1, Quebec

mendous part that member has
played in the team must be fully
recognized.

The Industry

Before reviewing any of Can-
ada’s complete oil projects it is
desirable, however, to look at the
whole picture created by the
country’s oil development. The
industry can best be understood
when it is considered as a living
and ' rapidly growing organism.
The artist cannot portray it in
still life, nor can the engineer de-
scribe it with fixed statistics or
diagrams. Its frontiers are con-
stantly changing and moving out
to deal with vastly increasing vol-
umes, entirely new materials, and
changes and improvements in the
regular products.

The expansion may be quickly
seen by noting that the refineries
in Canada have grown at such a
rate that for each day, summer
and winter, since 1949, there has
been an increased demand for 100
barrels of oil over that of the pre-
vious day. Further, for each day,
summer and winter, since 1950,
when the first trunk pipe lines
were started there has been an
average of over two miles of new
pipe line built in Canada.

Without even considering any
export markets there are few
parts of the world where this in-
dustry is more essential than in
our land. Here, we traverse great
distances and the exceptionally
big mileages covered are reflected
in the unusually high fuel con-
sumption per car in this country.
We have a land too where space
heating is essential for part of the
year, and also where low cost
fuels are necessary in the devel-
opment of our great natural re-
sources.

Your Association in 1949, was
host to Mr. Joseph E. Pogue, that
eminent authority on oil industry
operations. When speaking to
you Mr. Pogue clearly presented
the story of “Oil in Canada” as it
was then seen. At that time the
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position was that the Leduc and
Redwater Fields had been discov-
ered, while the Fields at Wizard
Lake, Pigeon Lake and Stettler,
had not been discovered, nor had
any of the trunk pipe lines been
built. The refining industry at
that time had been created for
the processing of imported crude
oils from the United States, Vene-
zuela, Trinidad and to a small ex-
tent the Middle East, but it had
not received any appreciable
amount of Canadian oil. No large
petro chemical plants were then
being built for private industry.

In order to review the growth
in recent years let us now start
from the established base line as
accurately described to you by
Mr. Pogue in February, 1949.

I will endeavor to so describe
the position that it does not be-
come purely an engineer’s review,
but I am new to the presenting of
such an outline to this Association.
It was only when I attempted to
prepare these notes and steer
away from cold engineering
tables and statistics that I realized
how much we have become de-
pendent on the use of slides and
moving pictures to give general
presentations of the industry. In
this setting today, however, our
plan is to paint the factual picture
of Building For Oil this morning,
and then to follow this evening
with a moving picture illustrating
some aspects of the actual con-
struction work. In doing this here
for the first time, I am reminded
of the words of that great asso-
ciate of Mr. Pogue’s, also in the
Chase National Bank, Mr. John
Jay McCloy,” who, when recently
accepting the chairmanship of
that Board, prefaced his comments
with the story of the horse thief
standing on the gallows who said,
“This is the first time I have done
this Sheriff, would you go a bit
easy until I sort of get the hang of
the thing”?

The Crude Oil Resources

Canada’s oil resources were re-
corded at the time of Mr. Pogue’s
paper as 600 billion barrels. About
18 months later when Dr. Levor-
sen’s well known review was
made, the recoverable oil was then
estimated at 1,330 million barrels,
while the recoverable oil today,
roughly another 18 months. later,
is believed to be well over two
billion barrels. That sort of pyra-
miding has also gone on in other
aspects of the industry. In 1949
it was mentioned that the Cana-
dian oil consumption in 1938 had
been. in the order of 128,000 bar-
rels per day, but that in 1943 it
was in the order of 170,000 bar-
rels per day and in 1948 it was

Continued on page 17

MATTHEWS & COMPANY

Established 1909

*

Members:
Toronto Stock Exchange

The Investment Dealers’ Association of Canada

*

' 220 Bay St.

Toronto, Ont.

EMpire 4-5191

Direct Wires to Montreal, New York, Chicago, Los Angeles
and 12 principal cities in the United States.

ttp://fraser.stlouisfed.orgt




Convention Number

THE COMMERCIAL and FINANCIAL CHRONICLE

Canada’s Pulp and Paper Industry

I think it important for people
in the investment business to take
a careful look at the ‘internal
strength and prospects of Can-
ada’s major
industries. It is
probably more
importantnow
than it was
when I agreed
to speak to
you several
months ago.
At that time,
we were en-
gaged in the
so-called cold
war with the
pattern more
or less set and
without even
the glimmer
of a hope that the world climate
would improve. This spring has
brought at least. the hope of
warmer and pleasanter interna-
tional weather. It is quite prob-
able that such a hope will quickly
disappear and become just an-
other lost illusion, There is very
little evidence of tangible action
by the leaders of Russia to give
us any real basis for changing
our emphasis on defense require-
ments. But at least there have
been some tentative suggestions;
there may be conversations where
we were not even talking about
world solutions; there may be
some easing of outstanding issues
and we may be able to take a few
steps along the road toward a bet-
ter world. We should at least rec-
ognize the possibility that an im-
provement in relations between
the democratic and communist
worlds might develop, and in or-
dinary prudence should see that it
would have a major influence on
the economy of all nations, espe-
cially that of Canada. I believe
myself that if there is any chance,
however, remote, that some steps
can be taken on the road to peace,
it should be greeted by business-
men, not as a calamity to be
feared and avoided, but as an
opportunity of supreme impor-
tance to be welcomed with open
arms. It would be the great chance
for which we have been waiting;
the chance to show what our capi-
talistic system can do—freed from
the overwhelming weight of the
defense program. Admittedly any
substantial change in the eco-

nomic emphasis will create prob-

R. M. Fowler

*An address by Mr. Fowler before the
Annual Meeting of the Investment Deal-
ers’ Association of Canada, Bigwin Inn,

* Ont., June 12, 1953.

- By R. M. FOWLER*

Presxdent Canadlan Pulp & Paper Association

Pr¢sldent Newsprint Association of Canada

Though asserting. Canadian pulp and paper industry is in sounder condition
than ever before, Mr. Fowler- pomts to difficulties and problems that it must

face. Among “these are: (1) rising costs; (2) dependence largely on exports,

and (3) fluctuating demands for output.

Holds Canadian pulp and paper

companies are in strong financial condition and are prepared to meet adjust-

leras of adjustment, will cause
difficulties, and may produce
some casualties. But is there any
reason to believe that business on
this continent cannot achieve a
smooth transition from some por-
tion of the defense program to-
ward increased production for
civilian use?

Situation in Pulp and Paper
Industry

No one from any one industry
can attempt to give a general
answer to this question. I can only
try to give you some information
about the Canadian pulp and
paper industry, and in selecting
the items of information I would
like to choose those which may
bear upon' this major question of
today. How are we, in the pulp
and paper industry, equipped to
face a period of economic adjust-
ment, if an easier international
situation develops? What contri-
bution can we make to a transi-
tion from a cold war to what at
the very best can only be a luke-
warm peace? :

I think I can summarize what I
have to tell you by saying that
the Canadian pulp and paper in-
dustry is today a sound industry
—sounder than it has ever been
before. But it is faced with a
number of difficulties and prob-
lems. Because of the strength that
has been developed over recent
years I think it will solve these
problems, and I hope it will do
so with the intelligent cooperation
of management, labor and possi-
bly government. I will try to out-
line to you some of the strengths
that have been built up in the
pulp and paper industry and some
of the problems that are facing it
today.

I suppose any of you who were
holders of pulp and paper securi-
ties in the late ’twenties and
early ’thirties would agree that
one of our assets today is that
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ments to peacetimes.

this industry has some consider-
able experience in the technique
of calamity. Any industry that
lived through the accumulated
burdens of those days 25 years
ago must have a tough fibre and
a strong will to survive. It has
come a long way since those bad
old days and it is today faced with
totally different, less serious prob~
lems.

You are probably familiar with
some of the overall figures that
describe what the Canadian pulp
and paper industry has become.
Its annual output in 1951 and 1952
was valued at about $1% billion;
that figure compares to about a
quarter billion in the late ’thirties.
The volume of total production in
each of the last two years has
been close to 9% million tons,
while before the war it was less
than half that amount. The annual
value of pulp and paper exports
in the last two years exceeded
$900 “million and provided about
23% of all Canadian exports and
about 34% of all Canadian prod-
ucts exported to the United States.
The number of employees, apart
from seasonal workers in the
woods, rose from about 35,000 in
1938 to over 66,000 in 1951, and
the total salaries and wages paid
increased from less than $43 mil-
lion in 1938 to $213 million in
1951, The capital employed in the
industry was about $600 million
before the war and is today in
excess of $1,500 million. Such sta-
tistics as these could be extended

indefinitely and would only end
by boripg you and adding little to

the picture. Taken together they
show this as the leading industry
in Canada, accounting directly
and indirectly for about one dol-
lar out of every seven of the in-
come of all Canadians, and of ma-
jor importance in the maintenance
of our international trade.

At the present time the operat-
ing rate is high, To be sure it is
not, in all segments, as high as it
has been. There are some com-
modities and some markets that
are running below capacity for
lack of demand to run full. The
largest single item, newsprint, is
actually running ahead of last
year, at an all-time record level.
Canadian production in the first
four months is about 2% greater
than last year and U. S. consump-
tion (which accounts for about
87% of our market) has been
nearly 3% greater than in 1952.
Consumers’ stocks in the United
States are somewhat higher than

they have been during recent
years of shortage and it is not
possible to say if these larger in-
ventories will be continued or will
be gradually reduced. There could
be a period of inventory adjust-
ment and it is an undoubted fact
that expansion of capacity, espe-
cially in Canada, has ended the
shortage of newsprint. There is
every prospect that a high oper-
ating rate will be maintained but
we are unlikely to see year after
year operating rates running
higher than rated capacity.

The Export Market
In other branches of the indus-

_ try, there have been scme de-

clines—mainly in the export mar-
ket for pulp, and in the relatively
small proportions - of paperboard

! ‘and fire papers.ihat are exported.

In“the: first quarter of this year,
the operations of the industry,
other than the newsprint section,
are down zbout 15% compared to
last year. Given continuation of
current levels of economic activ-
ity in Canada and the United
States, which mcst economists
seem to expect, it is reasonable
to hope that pulp and paper will
be carried along at a high level
of demand, but once again it is
unlikely to be up to the level of
our expanded capacity.

One of the strengths that has
appeared in recent years is the
diversification that has come with
the expansion of production.
Newsprint capacity and produc-
tion have both grown materially
but newsprint has not grown as
fast as other pulp and paper prod-
ucts. Before the war newsprint
took over 70% of total Canadian
pulp produced; it now takes about
63%. Newsprint production is
about 65% greater, while the pro-
duction of pulps for uses other
than newsprint is 3% to 4 times as
great as before the war. Canadian
newsprint has by no means lost
ground in world markets; Can-
ada’s share of world newsprint
production has risen from about
40% to about 54% and newsprint
exports from Canada increased
from 75% to 81% of all newsprint
moving in international trade. But
Canadian pulp has grown even
faster in world trade; before the
war we generally shipped be-
tween 10 and 15% of all pulp
moving in industrial trade, but
now Canada supplies about a third
of this trade and has become the
leading pulp exporter in the
world. Moreover, in 1939 Cana-
dian pulp went to some 13 coun-
tries but last year 26 countries
bought pulp from us. This diver-

Continued on page 14

IN CANADA

Incorporated 1932

Incorporated 1952

Calvin Bullock, Ltd.
507 Place D’Armes
Montreal

Calvin Bullock
One Wall Street
New York

pitized for FRASER
p:/ffraser.stlouisfed.org/




THE COMMERCIAL and FINANCIAL CHRONICLE

Thursday, June 25, 1953

Electricity — Kevy to Ontario’s Growth

In the past decade, Canada has
expanded her manufacturing in-
dustries as fast as any other area
in the world. The country’s natu-
ral resources,
skilled labor
force and ex-
port markets
are attracting
new indus-
tries and en-
couraging ex-
pansion of
existing
plants.

Province by
province,
from British
Columbia to
Newfoundland
there is a pat-
tern of pro-
gress. The economy of Canada is
now based upon a solid, well-
diversified foundation which au-
gurs well for the future. Gone
are the days of a timber or a
wheat economy. Today, the oil
fields of the Prairies, the forests
of Ontario, the mines of Labrador
and the fishing banks of New-
foundland are an integral part of
the broad base of Canada’s
economy.

Ontario is in the forefront of
Canada’s industrial expansion.
Much of the overall progress has
been spearheaded by Canada’s
Banner Province. The Province’s
manufacturing industries in 1951
paid out in wages and salaries
about one-half the total of manu-
facturing industries in all of
Canada, and, since 1947, Ontario
manufacturing industries have in-
vested in plants and equipment
about half the total similarly in-
vested across the Dominion.

Dr. R. L. Hearn

Ontario’s Industrial Expansion

There is great interest in. On-
tario as a whole as a site for new
industries. This is indicated by the
fact that in 1951, 92 new manu-
facturing industries were estab-
lished, counting!|only those em-
ploying initially at least 10
persons and occupying a minimum

*An address by Dr. Hearn at the An-
nual Meeting of the Investment Dealers’
Association of Canada, Bigwin Inn, Ont.,
June 12, 1953,

By DR. R. L. HEARN, B.A.Sc., D. Eng.*

General Manager and Chief Engineer
The Hydro-Electric Power Commission of Ontario

Asserting Ontario is in forefront of Canada’s industrial expansion, and hydro-
electric power is key to Province’s growth, Dr. Hearn calls attention to the
Ontario Hydro-Electric Power Commission’s expansion program to meet
power demands. Lists new power projects, and calls for use of more St. Law-
rence power, “‘as absolutely necessary for further expansion in Ontario and

of 5,000 square feet of floor space.
These manufacturing firms re-
ported a total investment in plants
and equipment of over 830 million
and a total occupied manufacuring
space of more than 1,700,000
square feet. Further evidence of
Ontario’s industrial growth comes
to hand frequently as announce-
ments are made of new industries
locating in Ontario and existing
firms increasing their facilities.

With each succeeding year in-
dustries produce more goods in a
shorter time and at lower cost. In
the last ten years the average
working week in Ontario has been
reduced from 47 to ‘41 hours but
the average wage has risen from
$24 to $54.

Based on the 1951 census, On-
tario’s population has increased
by 809,887 or 21.4% for the largest
numerical gain of any of the ten
provinces since the last census in
1941. To house the increased pop-
ulation, dwelling units have been
completed at the rate of about
30,000 units per year over the past
five years.

Electricity—Major Contributing
Factor

One of the major contributing
factors to the steady growth of the
Province is the adequate supply of
low-cost electricity, and Hydro is
doing its utmost to ensure that the
essential supply of low-cost elec-
tricity continues. In 1952, Ontario
Hydro’s contribution to the pri-
mary energy consumed in Ontario
reached 87.4% and this was 33.1%
of Canada’s primary consumption.

Formation of Ontario Hydro in

Canada as a whole.”

1906 was brought about largely
through the efforts of business-
men and industrialists. These men,
headed by Adam Beck, a promi-
nent manufacturer, realized that
the consolidation and expansion of
industry in Ontario were depend-
ent upon a cheap source of power
which would be available to all
classes of customers throughout
the Province. The first milestone
was passed in October, 1910, at
Kitchener when Ontario Hydro
power, purchased from Niagara,
was delivered to the municipality.
During its 47-year history Ontario
Hydro has met the challenge of
supplying vital electrical services
in two world wars, suffered the
rigours of the early 30’s and, since
1945, has experienced a tremen-
dous upsurge in power demands.

More Power to Meet Rising
[ Demands

To meet the almost insatiable
demands for more and more
power to supply the homes, the
farms and the industries of the
Province, Ontario Hydro em-
barked upon the greatest expan-
sion program  in its history on
Aug. 25, 1945 just eight days after
the fall of Japan. To date, 13 new
power sources have been brought
into service and the 14th, the huge
Sir Adam Beck-Niagara G. S. No.
2, will be- brought into service
next year.

Because of the extreme urgency
of bringing new plants into serv-
ice, it was decided to proceed im-
mediately with the addition to the
DeCew Falls Generating Station

in the Niagara District near St.
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Catharines, on the Stewartville
development on the Madawaska
River in Eastern Ontario, and on
the Aguasabon development on
the north shore of Lake Superior.
All of these undertakings, in a
time of short material and man-
power supply, required a mini-
mum amount of engineering, ma-
terials and equipment, and could
be brought into service on short-
term schedules.

This was the beginning of the
Commission’s construction and ex-
pansion program, which has been
enlarged in scope and accelerated
in performance to meet the ever-
increasing demands for electricity
from all classes of customers. At
time of peak construction more
than 17,420 were employed in the
building of new power sources
and extending the Commission’s
facilities.

This brief summary of the tre-
mendous expansion program indi-
cates the diversity and magnitude
of the extensions and additions to
the Commission’s generating facil-
ities. Costs of all stations include
generation, step-up transforma-
tion and high-voltage switching-at
the site. ;

DeCew Falls Addition, Niagara
district — Construction began in
fall of 1945. In service September,
1947, Capacity 57,000 kw. Total
cost at end of 1952—$8,000,000.

Ear Falls Extension, Patricia
district—Construction began late
in 1947. In service June, 1948.
Capacity 6,000 kw. Total cost at
end of 1952—$1,800,000.

Stewartville G. S., Madawaska
River—Construction began in fall
of 1945. In service September,
1948. Capacity 63,000 kw. Total
cost at end of 1952—$11,700,000.

Aguasabon G. S., Lake Superior
—Construction began in spring of

1946. In service October, 1948.
‘Capacity 40,000 kw, Total cost at
the end 1952—$12,700,000.

Polymer G. 8., Sarnia (com-
pany ewned) Contract for supply-
ing Hydro with 22,500 kw. entered
into in 1948,

George W. Rayner G. S., Mis-
sissagi River—Construction began
in fall of 1947. Officially opened
June, 1950. Capactiy 47,000 kw.
Total cost at the end of 1952—
$18,300,000.

Pine Portage G. S., Nipigon
River—Construction began late in
1947. Officially opened June, 1950.
Capacity 61,400 kw. (2 units in-
stalled). Units 3 and 4 authorized
—scheduled for service in 1954
and 1955 respectively. 4-unit
capacity—126,000 kw. Total esti-
mated cost—$34,100,000.

Des Joachims G. S. Ottawa
River—Construction began late in
1946. Officially opened June, 1950.
Full service February, 1951. Ca-
pacity 380,000 kw. Total cost to
end of 1952—$73,300,000.

‘Chenaux G. S., Ottawa River—
Construction began in early spring
1948. Initial service November,
1950. Full service September, 1951.
Capacity 120,000 kw. Total cost at
end of 1952—$28,900,000.

Richard L. Hearn G. S., (fuel-
electric), Toronto — Construction
began in spring of 1949, Officially
opened October, 1951. First unit
in commercial service Nov. 1,
1951; second, June 1, 1952; third,
Dec. 1, 1952; fourth scheduled for
June, 1953, Capacity 400,000 kw
at 60-cycle operation. Estimated
cost—=$60,000,000.

J. Clark Keith G. S., (fuel-elec-
tric), Windsor—Construction be-
gan in spring of 1949, Initial unit
in service November, 1951; second
unit, 1952; third unit, April, 1953;
fourth scheduled for November,
1953. Capacity 264,000 kw. Esti-
mated cost—$48,930,000.

Otto Holden G. S., Ottawa River
— Construction began 1949, In
initial service January, 1952, Offi-
cial opening June, 1952, Full serv-
ice April, 1953. Capacity 204,000
kw. Estimated cost — $60,300,000.

Sir Adam Beck-Niagara G. S.
No. 2, Niagara River — Construc-
tion began January, 1951. Sched-
uled service dates — 300,000 kw.
in 1954; 450,000 kw. in 1955; 150,-
000 kw. in 1956. Capacity 900,000

Continued on page 16
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Convention Number

I don’t think that fancy
speeches are in place at a work-
ing session of this sort. But I do
wish to say that I am very glad
of the oppor-
tunity to talk
to you, that I
have found a
great deal of
interest in the
discussions so
far, and that I
bring warm
greetings and
sincereregrets
from Frank
Prendergast
who would
have been
your speaker
had it not
been for the
illness from which I am happy to
say he is recovering.

One of the things that adds to
my appreciation of this occasion
is the fact that I am sure it will
prove constructive. It certainly
has thus far! There are very few
points about which one can be-
come dogmatic in public relations

G. A. Larence

work. One of those few is the.

necessity for a thorough self-ex-
amination at reasonably frequent
intervals. I feel sure that there
would be a great deal more mile-
age gained from the P. R. dollar,
a great deal more real progress if
as much time were spent on the
analysis of purposes as is spent on
the appraisal of programs.

What I mean is this: The term
“public relations” has very little
meaning if we do not have a clear
grasp, first, of the nature of the
person or industry which is going
to have relations with the public;
second, of the kind of public in-
volved, and third, the kind of re-

" lations which said industry or
firm wishes to have with said
public.

Function of Businessman

These points may seem fairly
obvious, but it is surprising how
easily they can be overlooked. For
example, if you ask a man why
he is in business, he is likely to
tell you “to make a profit.” This
is quite true, but it is not an ac-
curate appraisal of the real reason
why he stays in business. He stays
in business because of some basic
service which he provides to the

*An address by Mr. Lawrence at the
37th Annual Meeting of the Investment
Dealers’ Association of Canada, Bigwin
Inn, Lake-of-Bays, Ontario, Canada, June
10, 1953.
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Effective Public Relatiohs

By G. A. LAWRENCE*

Manager, Public Relations Department, Imperial Oil Ltd., Toronto, Ont.

Prominent Canadian oil executive discusses ways and means of improving pub-
lic relations in industry. Finds starting point in public relations is to find out
what service the industry is rendering the community, and, next, to get the pub-
lic to understand that service. Urges business firms define and know “their
public” and educate the right audience. Says public relations is task of whole
organization, and lays down key principles in appraising public relations.

public. You may be quite sure
that the public doesn’t give a hoot
whether he earns a profit at it or
not. You’ve probably heard of the
businessman who went bankrupt
and put a sign up on his closed
door, “Opened by mistake.” The
thing which concerns people is
how one’s operation affects them,
or the people they know, or the
general welfare of the community.

Actually, it is quite common for
a person to be rendering a real
service to the community and
the community to be utterly un-
aware of it. Consequently, the
starting point in public relations,
it seems to me, is to find out what
that essential service is which
one’s industry is rendering to the
community, and to try to get an
understanding of that service on
the part of the community. It is
also just as important to appraise
whether any segment of a group
is undermining the position of its
other members.

This appraisal of what we are-
and where we stand is of the ut-
most importance, If we don’t start
straight on that point, the proba-
bility is that our P. R. effort will
paint a false picture of us, simply
because we didn’t have a clear
and accurate picture ourselves.

To illustrate, the Investment
Dealers’ Association of Canada
has provided invaluable services
to the community. It has been in-
strumental in providing us with
jobs, with schools, streets and
public utilities. And in time of
war through its tremendous Vic-
tory Loan efforts it has helped to
safeguard the things it helped to
build in peacetime. Full employ-

ment, rising living standards and
a better way of life are all
assisted through your efferts. But
these are my views of your indus-
try — the appraisal that is most
useful to you is the one you make
yourselves.

BRAWLEY, CATHERS & COMPANY

Members Investment Dealers” Association of Canada
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Let’s assume we have an accu-
rate appraisal, what’s the next
step?.

Define Your Public

Define your public. Find out to
whom you want to give a better
impression of yourself or your in-
dustry. The glib answer to “What
is my public?” is “Everybody” —
and I suppose in a way this is
true. We want everybody to know

about the oil industry or the in-
vestment industry or what have
you. But common sense tells us
that some sections of the public
have to be ruled out. Some be-
cause they couldn't understand
what we are talking about. Chil-
dren under five, for example!
Others have to be ruled out be-
cause you couldn’t reach them
‘economically. It wouldn’t pay to
translate some informational ma-
terial into Cree. Even if it were
desirable, few organizations are
likely -to have the funds for the
job.

The facts of life regarding those
audiences which you can expect
and afford to reach pretty well
will force working public rela-
tions people to rely on what is
known as the “Opinion Leader”
theory. This theory amounts to a
belief that some people in the
community are more inclined to
transmit their opinions than the
general run. Hence, if you can

bring information to the attention
of these key people, and if your
information and views are ac-
ceptable to them, it follows that
they will communicate those
views to others and so on, some-
thing like a chain letter.

Educating Right Audience

I think there is a lot of truth in
this theory. Often what we think
are new ideas are really some-
thing we've picked up from some-
body else, something we may not
have fully appreciated at the time.
The difficult thing here is to pick
the opinion leaders who will do
the best job for you in transmit-
ting your story. For example, the
man whose opinion is respected
about political questions is not
necessarily the one to whom peo-
ple listen on investments.

I do think I can tell you where
you will find the opinion leaders
of importance to you and that is
in certain fairly well-defined
groups in the great middle class.
1t is in their ranks that you will
find the best authorities on vir-
tually all topics, the greatest
teachers, preachers, writers, poli=
ticians, thinkers. It might be as
well to remember that the SEC
and the other New Deal develop-
ments of the United States came
after the middle classes took that
stock market shellacking. The

welter of specialism from which
we are emerging came about, I
feel convinced, because the mid-
dle classes came to regard them-
selves as part of the proletariat.

Well, that may or may not be
good theory, but the point is’that
very few organizations can aim
at the whole public all at one
time. We have to pick our targets
nationally and in our own com-
munities. To illustrate with an
analogy, when we send out a
salesman we expect him to make
calls where he has a good expec-
tation of getting maximum re-
sults.

Telling the Story

Item three ties in with defining
the audience, because it boils
down to a question of defining the
message. I have referred a num-
ber of times to informational ma-
terial, without saying much about
the sort of material or why it
should be sent out. This has to be

clarified under the third heading
of the appraisal which we wish to
make — what kind of relations
do ‘we want._to have with our
public?’

It is on this point that many a
public relations campaign or pro-
gram is likely to founder. For ex-
ample, we may say to ourselves
that we want public understand-
ing, But of what? Of the way to
calculate sinking fund and inter-
est payments so that the principal
amount of a 5% bond is repaid in
20 years? Or of the way to calcu-
late maximum efficient recovery
rates from the porosity and other
data on an oil reservoir?

It’s obvious that an understand-
ing of things like this are not the
chief public relations goal. Not
that it isn’t very important to pro-
vide technical information for
those who have an interest in it.
But let’s not make the common
mistake of thinking that the gen-

Continued on page 29
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Canada — A Dynamic Neighbor

It may seem a bit unnecessary
at this time for a Canadian to
come down here and tell you any-
thing about Canada. After all,
during the
past year or
so, nearly
every Ameri-
can magazine
of any conse-
quence has
written us up.
In fact, if we
weren’t a
pretty down-
to-earth and
sober people,
we might
have all got
swelled heads
by now. )

However, in .
spite of the brilliance of our im-
mediate and future prospects, we
‘have enough problems to r_nake.xt
a safe bet that our feet will stay
firmly on' the ground.

The current interest in Canada,
and belief in its future, was not
always so widespread. Seventy-
two .years ago, the then foremost
editor in Great Britain allowed
that we had no future at all. He
said the Canadian Pacific Railway
could never earn nearly enough to
grease the axles of its trains. Just
to show you how wrong experts
could be, even in those distant
days, the Canadian Pacific Rail-
way last year grossed more than
$450 million, and had a net of $39
million, ;

Even in this country, our near-
est neighbor, there was, until a
short time ago, widespread igno-
rance of what made Canada tick.
My guess is that most of you took
your ideas about us from the
movies, or from highly colored
stories about our Mounted Police,

f

H. G. Hilton

Our Mounted Police are admitted--

ly good, and we are all very proud
of them. But even they must have
been a bit astonished and embar-
rassed at the deeds they were
called on to do in your movies,
and in stories in United States
magazines. Canadians generally
were often surprised to see the
sort of country in which we were
supposed to live—a barren land
of perpetual snow where wolves

*An address by Mr. Hilton before the
American Iron ~and Steel Institute,
New York City,

By H. G. HILTON*

President, The Steel Company of Canada

Speaking before assembled steel men, Canadian steel company executive de-
scribes his country’s recent progress, notably in the rapid development of the
stezl industry, which has expanded its capacity 110%, since 1939. Says popula-
tion of Canada is still too small in relation to its expanded industry and increas-
ing natural resources. Describes new sources of steel making raw materials in
formerly barren and inaccessible regions of Canadian territory.

and huskies, and Eskimos and
Indians were about the only signs
of life,

We do have much land that
looks barren on top, and our win-
ters can be pretty bracing. But,

‘under that barren surface, we are

discovering such wealth as to
make even the riches created by
Aladdin’s lamp seem quite paltry.
As for the climate, we feel it has
produced a nation which has al-
ready done some fairly important
things, and which is going places
in a big way in the future.

One thing which is apt to be
forgotten by anyone who has not
lived in Canada, is that our con-
tinuous history is a long one. It
really started in 1608, when
Champlain founded what is now
the picturesque city of Quebec.
But even before that, in 1541, Car-
tier stayed long enough to plant
and harvest wheat, cabbages and
turnips on the banks of the St.
Lawrence River. He first came to
Canada even earlier, and was pre-
ceded by John Cabot.

Your first permanent settlement
was in 1607, but I seem to remem-
ber it was not until 1620 that the
Pilgrim Fathers landed in New
England. So you can see that our
nations really got started at just
about the same time.

The fact that our first settlers
were French and yours were
largely English with a small ad-
mixture of Swedes and Germans,
has created a great basic dif-
ference between our two coun-
tries. Despite your dislike of their
actions at that time, the British,
after the capture of Quebec in
1759, gave the French-Canadians
the right to their own language
and to their own system of re-
ligion and of religious education.
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As a result, the French-Canadian
has remained a more or less
separate entity in our national
life. By that I don’t mean that
he hasn’t played a great part in
our history — quite the contrary.
Our Prime Minister today is a
distinguished French - Canadian,
and we had Laurier, and Cartier
and Lafontaine before him. All
those men have made a remark-
able contribution to our political
development, and their compa-
triots have added greatly to our
cultural and social life,

Instead of ftrying to make
Anglo-Saxons out of the French-
Canadians, as you did in New
England, and as you have done
with the French in Louisiana and
the Spanish in the Southwest, we
have made it possible for them
to keep their own traditions. We
have asked them to contribute
their unique experience and gifts
to the creation of a Canadian
nationality, and they have done
so in the fullest possible measure.

Canadian Conservatism

One of the means by which we
Canadians have achieved a na-
tional synthesis which has so
greatly enriched our lives, and
which holds such promise ‘for the
future, is by refraining from at-
tempting to do things which are
unacceptable to Quebec. By such
forbearance we have all gained
in tolerance, in patience and in
wisdom. In other words, the peo-
ple of Quebec have contributed
a conservative outlook which has
helped us to progress slowly but

surely to a place of real signifi-
cance in the world. I think it
safe to say that no 141% million
people command such respect and
trust as we do today; and if that
be true, the French-Canadian de-
serves much credit for his part
in bringing it about.

However, the virtue of con-
servatism also imposes upon our
economy certain difficulties, and
makes it impossible for us to
adopt overnight all the new ideas
or new gadgets which you feel
are essential to the good life.
Some of our people get so im-
patient over the apparent slow-
ness with which we follow your
lead that they up and move down
here. Fortunately for us, more
and more of them are coming to
see that, while distant fields may
look green today, our own fields
promise to be at least equally
green tomorrow. We need every
Canadian we can produce, and
many more people besides. So
if you want to be really neigh-
borly, encourage as many vigorous
young people as you can spare to
move up to Canada.

We can venture to suggest that
you help us in this way because
our interests are so closely inter-
woven. Not only are we by far
your best foreign customer, but
we are both involved together in
the defense of the North American

way of life. In addition, you have
now nearly nine billion dollars
invested in Canada — about one
quarter of your total foreign in-
vestment. Thus you have a two-
fold interest in us; and we cherish

you, not only because of your
adherence to personal freedom,
but also because you are our best
customer. No other two countries
on earth have so many interlock-
ing interests as Canada and the
United States.

That does not mean, however,
that we think you are without
blemish, While we have always
been, and will always remain
under very heavy social pressure
to conform to your way of life,
we want to lead our lives in our
own way.

For all our long history in
North America, we still look with
pride upon our membership in the
British family of nations, and we
don’t like it when the fact of that
connection is misunderstood or
misinterpreted in the United
States. We are a sovereign nation
with a Queen of our own who
happens to live most of her time
in London. While we are Her
Majesty’s loyal subjects in Canada,
we ourselves pay for the cost of
government in Canada. It is our
own government which governs
in the name of the Queen of
Canada. That may sound like a
quaint arrangement, but it
suits us.

The fact that we are a consti-
tutional monarchy, and still have
deep roots in both Britain and
France, makes us a very good
bridge between the United States
and Europe. Our foreign policy is
not selfseeking, not only because
we are small in numbers, but also
because we have no aspiration
other than to develop our own
country in our own way.

However, we recognize our in-
ternational obligations. We  are
doing our best to increase world

-trade and wellbeing. We now

have an infantry brigade and four
wqrshlps in Korea, an infantry
brigade in Germany, and an air

force wing in Britain and France.
In addition, our naval forces form
a useful part of the North Atlantic
defense organization.

But we pay no tribute of any
kind, save that of affection and

Continued on page 19
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Appeal of Canadian Mutual Funds

The recently enacted 20% divi-
dend tax credit in Canada adds
importantly to the already great
appeal of Canadian mutual funds
to Canadian
investors. This
credit entitles
individuals
resident in
Canada to de-
duct from the
income tax
otherwise
payable on
such income
an amount
equal to 20%
of the net
dividends re-
ceived by
them from
Canadian
tax-paying corporations.

This income tax benefit varies
according to the income and tax
position of the individual inves-
tor, but in any case it affords sub-
stantial tax relief and in many
cases completely eliminates in-
come tax on qualifying dividends.
The dividends of nearly all Ca-
nadian mutual  investment funds
will be eligible for this credit. It
substantially increases their net
yields after taxes to tax-paying

Alan Chippindale

individualinvestors compared.

with interest income of any kind
and foreign dividends to which
the credit does not apply.

The following examples applied
to eligible mutual fund dividends
illustrate the substantial tax sav-
ing afforded by the 20% credit.
The examples are based. upon
assuming a married man under
35 with no dependents; providing
for investment income surtax, but
rot for deductions, if any, such
»s charitable donations, etc., for
the taxation year 1953.

With total income of $10,000
consisting entirely of Canadian
mutual fund dividends, he would
pay only $84 income tax and $60
old age security tax. The same
man with total income of $10,000
cousisting entirely of investment
mcome such as bond, bank and
mortgage interest, would pay

By ALAN CHIPPINDALE

Vice-President and General Manager, Calvin Bullock, Ltd.,

Montreal, Canada

Pointing out the 20%, dividend tax credit in Canada adds to investment appeal
of Canadian mutual funds to Canadian residents, Mr. Chippindale cites cases
in which mutual fund holders materially benefit. Says adjusting investments
from interest-bearing securities to individual common stocks to obtain benefit
of dividend tax credit in many cases requires substantial change in investments
for conservative investors. Lists other advantageous mutual fund features.

$2,084 income tax and $60 old
age security tax.

In the same circumstances, total
income of $5,000 derived entirely
from Canadian mutual fund divi-
dends would be subject to no in-
come tax and $60 old age security
tax, whereas $5,000 of total in-
come derived entirely from in-
terest would be subject to $649
income tax and $60 old age secu-
rity tax.

Illustrated another way, a yield
of 450% on shares of an eligible
Canadian mutual fund would pro-
duce as much net income  after
taxes as bond yields of 6.30%,
5.88%, and 5.70% to Canadian in-
dividual taxpayers in tax brackets
of 50%, 35%, and 25% respec-
tively. Comparable figures based
on a 425% yield on such mutual
fund shares are 5.95%, 5.56%, and
5.38% respectively. It would be
difficult, if not impossible, to ob-
tain such high yields on high-
grade bonds.

This tax credit should tre-
mendously increase the appeal of
mutual fund shares. It is, of
course, obtainable ‘on the divi-
dends of any resident Canadian
tax-paying corporation, whether
paid on common or preferred
shares.

Defensive Characteristics of
Mutual Funds

However, records indicate that
certain mutual funds have better
defensive characteristics than
just one or a group of individual
common stocks and could justify

a greater amount for conservative
investment. For example, while
the Montreal Stock Exchange “20
Industrials” Stock Index at the
beginning of June, 1953 was 24%
lower than its high of 1951, and
a number of good Canadian in-
dustrial stocks were off as much
as 35% to 50% on the same basis,
the net asset value of the shares
of Canada’s largest mutual fund
were off only 10%.

To contemplate adjusting one’s
investments in some degree from
good grade interest bearing secu-
rities or other assets to individual
common stocks in order to obtain
the tax. credit would, in many
cases, represent a rather substan-
tial change in the character of the
investments for conservative in-
vestors. . Shares of conservatively
operated mutual funds offer a
logical and sound compromise.

Good grade preferred shares
suggest themselves for conserva-
tive investment for the purpose
of obtaining the tax credit but,
unless convertible, they, like
bonds, usually offer no oppor-
tunity for growth of principal or
income.

Investment in selected cross-
section’ ownership of Canadian
business in the past 20 years has
been generally more profitable
than loan type investments in the
form of bonds and other fixed in-
come securities.

An outstanding feature of the
older Canadian mutual funds has
been their growth of principal and
income, reflecting the growth and

development of the Canadian
economy in the past 20 years, as
well as having fully or partially
offset the decline in the purchas-
ing power of money caused by in-
flation in the period. These con-
siderations are of continuing
importance for longer term in-
vestment.

Other Mutual Fund Features

While the dividend tax credit is
an important additional favorable
factor to mutual fund shares, it
is by no means their only or
even main attractive feature.
Tens of thousands. of Canadian
investors already owning mutual
fund shares are evidence of this.

Although a good mutual fund
cannot provide everything to all
investors for: all purposes at all
times, it can definitely provide a
desirable investment holding to
practically. all' investors most of
the time.

It provides a sound and con-
venient program for that portion
of an investor’s capital available
for longer term employment on
an investment basis primarily -in
the field of common stocks, where
potential capital growth and in-
come rewards are attractive, but
where the risks in individual is-
sues are high. .

A mutual fund is not a “trad-
ing” or “get rich' quick” scheme.
There is no magic.road to wealth.
It is essentially a conservative
medium of investment providing
broad diversification under con-

stant experienced supervision,
with exceptionally high market-
ability.

Every investor’s holdings should
b2 tied to the anchorage of some
Ligh-grade bonds and some cash
in the bank for emergency pur-
poses. The amounts will vary ac-
cording to circumstances of each
investor. Many investors will
also want, and many should have,
some individual stocks. In such
circumstances, the mutual fund
fits nicely in between as a con-
servative backlog program. Be-
cause of their conservative nature,
relative stability, and high liqui-
dity, one could be justified in
holding more shares of a good
mutual fund to get the tax credit,
and less than the otherwise nor-
mal amount of high-grade bonds
and cash. If this policy were fol-
lowed and if, at the same time,
mutual fund shares were substi-
tuted for a portion of the amount
which would normally be in-
vested in individual stocks, the
overall quality of one’s invest-
mrent holdings should suffer little '
or no impairment and in many
cases could result in improve-
ment.

There are many investors, of
course, who are in no position to
assume the risks inherent in one
or g few individual stocks selected
at random, and would be well ad-
vised to select a good mutual fund
for all of that portion of their
savings which they wished to
place in stocks.

A properly organized and ad-
ministered mutual fund combines
higher degrees of security, income,
marketability, and potential ap-
preciation — those four important
investment considerations com-
bined—than any other type of se-
curity.

Brief development of those four
simple but cardinal considerations
seems indicated at this point.

Security—fundamental security
—~Can anyone deny that the secu-
rities of from 50 to 75 of the
strongest companies in the na-

Continued cn page 12
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Gigantic Strides of Canada’s Banking

This is the end of my second
year as President of The Cana-
dian Bankers’ Association, and as
I retire from this position my
first thought
is to extend
mly sincere
thanksto
those who
have done so
much to make
my tenure of
office a pleas-
ant one; to my
fellow mem-
bers for their
ever - ready
cooperation
and to the
Secretary,
PublicAfct1 eil a-
tions viser,
and permament staff of the As-
sociation, all of whom have been
most efficient and helpful.

When I assumed the post, quite
frankly I did not appreciate the
time it would take nor the wor}i
involved, but I did realize that it
was a great honor both to me and,
perhaps to a greater extent, to
the bank I represented. As an ex-
perience, it has been educational
because it has enabled me to ap-
preciate, even more tha}n before,
the worth of the Canadian bank-
ing system and the high regard
in which it is held, not only by
the people of this country, but of
others as well.

At this time it is hardly my
task to offer a general economic
review of the two years I have
been in office, although tremen-
dous changes have taken p[ace
during that time. For one thing,
each of the world’s three greatest
powers operates now under a new
Administration and a new head of
state.

In common with Canada, the
United Kingdom has suffered the
loss of a monarch admired and
beloved even outside the Com-
monwealth, whose unassuming
and fatal devotion to a duty he

L. G. Gillett

*Address by Mr. Gillett at the Annual
Meeting of the Canadian Bankers’ Asso-
ciation, Montebellow, Quebec, June 12,
1953,

By L. G. GILLETT*

Retiring President, Canadian Bankers’ Association
Vice-President and General Manager, Bank of Toronto, Canada

In calling attention to recent political changes in leading nations, Mr. Gillett

notes progress in rebuilding monetary strength, despite the slow pace. Points

to “almost unprecedented growth and expansion of Canadian economy,” and

contends, of the $24 billion invested in Canada in last seven years, Canadians

provided 95%. Says Canadian banking has kept pace with this progress, and

competition among banks has been a driving force. Lauds banking coopera-
tion with national and provincial governments.

never desired will remain a pre-
cious memory to all of his peoples
who survive him.

Besides a new head of state, the
United Kingdom operates now
under a changed government,
whose attempts to manage an
over-loaded economy and to in-
crease the world’s confidence in
its currency must excite at least
the sympathetic interest of the
free world.

The United States likewise has
chosen a fresh Administration, un-
der a new head of state whom the
world has known only as the
armed liberator of Western Eu-
rope. The world watches with
closest attention its program of
combining defense with a high
living standard while maintaining
the maximum of freedom for in-
dividual enterprise.

The Union of Soviet Socialist
Republics, which has had no op-
portunity to choose a new govern-
ment, now finds its former one
taken over. by a new and little-
known chief of state. The world
observes such changes in policy, as
must be expected to happen in
such cases, with speculation and,
unfortunately, some doubt as to
their purpose.

Economically, as well as politi-
cally, the world seems to have
become a different place in these

last two years. Two years ago,
everybody wondered whether the
world might catch fire again from
the blaze that had been raging for

a year in Korea. Everyone was
trying to buy everything while
there might be time—inventories
ballooned, commodity prices
soared and there was speculation
on all sides on the possibility of
another great spurt of inflation.
Since then, the universal seller’s
market has turned into something
more like a general buyer’s mar-
ket, and therefore much more
normal.

Noteworfhy Financial Progress
in Last Two Years

Financially, the past two years
have been noteworthy for prog-
ress made in rebuilding mone-
tary strength. Britain’s foreign
accounts are in better balance; the
Canadian dollar remains strong.
Practically the only exception
among leading nations is France,
with a budget far out of balance,
few signs of trade improvement,
and a steady treasury drain aris-
ing from military cost in the Far
East. -

All this indicates that anti-in-
flation policies in different parts
of the world generally haye paid
off. There certainly is less infla-
tionary threat to world currencies
today than two years ago, but
their long-range salvation can
come only with increased trade

and freedom from excessive trade
barriers. Progress along this line
in the past two years has been
steady, but exceedingly slow. It
must be expedited if the western
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world is to make continued prog-
ress, if the bounties of nature and
enterprise are to be shared and

.distributed as they should. Short- b

-sighted trade policies, a deter-
mination to preserve exclusive
markets, can rip the world apart
just as surely as war or pestilence,

A major economic change of the
past two years is the reappearance
of Germany, and to a lesser extent
Japan, as customers and trade
competitors to be reckoned with.
Germany, in particular, appears
to have a government willing to
face facts and to adjust accord-
ingly. It seems determined to give
its citizens both a maximum of
civil liberty and a maximum of
encouragement to enterprise. By
sharing, as it now does, in the
duties and worries of manage-
ment, German labor finds that the
way to solve economic problems
is to produce, and the way to pro-
duce is to work.

Within the smaller horizon of
the Canadian banking svstem it-
self, these two years have also
been eventful, ;

The Canadian economy has
been in the midst of almost un-
precedented growth and expan-
sion. There is evidence of this on
every side, not only in the spec-
tacular opening up of new primary
sources of wealth, but in the de-
velobment and growth of second-
ary industries in all parts of the
country.

High Level of Capital Investment

It is not so long ago that Canada
had fundamentally an agrarian
economy. Agriculture is still the
basic segment of our national
wealth, but a great change has
come over our economy and we
are emerging as one of the great
industrial nations. It sometimes is
not realized that for five consecu-
tive years Canada has devoted to
capital investment more than a

N AN NANAANNANAN AN VAN NN AN AN

§
|
§
|

For United States Holders of Canadian

Mining and Oil Securities.

We would be glad to comment on your

Canadian Holdings.

C. C. FIELDS & CO.

200 BAY STREET
TORONTO '

MEMﬁERS: THE TORONTO STOCK EXCHANGE
BANKERS: THE BANK OF NOVA SCOTIA, TORONTO - |

fifth of its gross national product,
a rate few nations could duplicate.
A high level of capital investment
is essential to a growing, develop-
ing nation like Canada. It pro-
vides new equipment which, in
turn, ‘means more efficient pro-
duction; it means new factories
built and natural resources tapped
which, in turn, mean better em-"
ployment prospects in the future.
The flow of capital investment
has opened up vast natural re-
sources, and developed whole new
industries, both primary and sec-
ondary. It has harnessed our water
resources to provide more than
one horsepower for every Cana-
dian, by far the world’s greatest
and cheapest supply of energy.
Yet even this represents less than
one-quarter of what may one day
e made available to enterprise.
Out of $24 billion forecast as our
1953 gross national product, capi-
tal expenditure is expected to ac-
count for nearly $5% billion. If
this. expectation is realized, this
will be the eighth consecutive
year of increasing capital invest-
ment, in actual volume as well as
in dollar value. Out of more than
$24 billion which has already been
invested in Canada in the seven
postwar years, Canadians them-
selves have provided all but 5%.

Canadian Banking Has Taken
Gigantic Strides

I mention these facts only as a
background to what I should like
to emphasize; in the midst of all
this well-rounded, balanced and
sometimes spectacular * economic
expansion, and a part of it, stands
the  Canadian banking system.
Canada has taken gigantic eco-
nomic strides in recent years but
at no time has the banking system
failed ‘to- keep pace.” We pride
ourselves that the Canadian bank-
ing system is one of the most flex-
ible in the world. Today it is
stronger, more stable, it serves
more customers, and provides a
wider range of services, than ever
before.

Our 10 chartered banks now
operate 3,859 branch offices across
the country, 700 of them opened
in the past 10 years, during the
time the great economic expansion
has been proceeding, involving
vast shifts and increases in popu-
lation, the opening up of new
areas, the development of new in-
dustries and the expansion of
others. During the same period
3,750,000 bank accounts were
opened, making a total of 9,000,-

Continued on page 31
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Free Markets Mean Economic Advance

You have asked me to speak to
the theme, “The Key to the Fu-
ture is Marketing.” In a sense,
this phrase states one of my firm-
est convic-
tions about
the nature of
economic
progress—and
it is a convie-
tion which I
feel must, of
necessity, be
shared by the
majority of
Canadians.
That is the
conviction
that only un-
der a regime
of relatively
free markets
— a regime in which marketing
men have a function—is there any
Lope of economic advance.

You marketing specialists have
a vested interest in freeing mar-
kets. In a restricted and static
economy you would have no job
to do. It is only when an economy
is changmg, ad]ustmg and ad-
vancing that there is any sense in
applying the techniques of mar-
keting. Your very existence is a
result of the everlasting fight for
the consumer’s dollar. It is in that
hard fight for the final dollar that
the signals are called for neces-
sary adjustments in the produc-
tive process all along the line. As
I see it, the marketing expert
calls the signals.

The growing importance of the
American Marketing Association
is merely one piece of the evi-
dence which shows what a key
role is played by marketing tech-
niques in the modern economy.
The economically naive may take
the view that marketing skills
contribute nothing to the value of
the final product. They are for-
getting that unless the product is
designed for the consumer, pack-
aged for the consumer, and

*An address by Minister Abbott at the
1953 Summer Conference of the American

Marketing Association, Montreal, Can.,
June 10, 1953.

Hon. D. C. Abbott

N,

By HON. DOUGLAS C. ABBOTT*

Mimster of Finance, Canada

Warning economic stability may mean stagnation and inefficiency, Mr. Abbott
points out as a dynamic economy expands it requires adjustments, ‘“which

are likely to be unpleasant for a time.”

Lauds effective marketing as an essen-

tial process of economic change, whereby an expanding economy is enabled to

move forward efficiently. Cendemns building a

“ring fence”

around the

economy, through tariffs and subsidies, and asserts “free price system is only

way an economy can rapidly adjust to change.”

Cites Canada’s postwar mu-

tual tariff concessions, and expresses concern regarding potential increases in

brought to the attention of the
consumer who knows the product
and has the money to buy, then
the product might as well have
not been made at all. It should be
emphasized that in our modern
economies, more and more atten-
tion must be paid to marketing.
This is the necessary corollary of
the plain fact that the economies
of North America, indeed, the
economies of the whole western
world, are growing increasingly
complicated.

My argument can be stated this
way. There are two views that
one can take toward:.economic
affairs. One is the view that sta-
bility is everything: that a static,
inefficient economy, as long as it
is stable, is better than a dynamic
economy which changes tech-
niques, casts aside old products,
and constantly searches to expand
and advance. .

The other view is that the ad-
vancing, expanding economy is
the only economy that offers ade-
quate rewards. As the dynamic
economy expands, both individ-
uals and firms must constantly

make adjustments. These adjust-

ments, like most changes, are like-
ly to be unpleasant at the time.

Marketing in Process of
Economic Change
Now, if you believe that eco-
nomic stability is everything —

United States tariffs.

then you give no place to mar-
keting. Marketing as a specialized
technique is part of the process
of economic change. The more
effectively the marketing func-
tion is performed, the more easily
will individuals and firms be able
to adjust to new market condi-
tions. Thus, if you accept my
view, marketing is the necessary
technique by which a dynamic
and expanding economy is en-
abled to move forward efficiently
and with the minimum of incon-
venience to the individuals and
firms in that economy.

I would like to turn now from
this general line of argument to
consider the function of govern-
ment in relation to marketing and
the dynamic modern economy.
For a number of years I have had
to consider government policy
from the point of view of its-im-
pact on a dynamic economy. I
hope that you members of the
American Marketing Association,
concerned, as you are, with the
problems' of varticular firms and
industries within our North Amer-
ican economies, will find my
views of some interest.

Just as there are two general
lines of thought about the kind of
economy that is desirable — the
one emphasizing stability at all
costs. and the other valuing ex-
pansion and advance—so there are
two broad policies toward eco-
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nomic affairs . which may be

‘adopted by government. The one

emphasizes protecting, subsidizing,
controlling and coddling economic
activity within national bound-
aries. It is the policy of building
a ring-fence around the economy.
The instruments of this policy are
the subsidy, the exclusive tariff,
the hidden subvention, and the
import and export quota.

Since the end of World War II,
this line of policy has been viewed
with less and less favor by many
governments of the western world.
They have looked with ‘more in-
terest to the alternative line of
policy. They have realized more
clearly the value of mamtammg
a relatively free system of prices
and markets.

A Free Price System Can
Adjust to Changes

But is is one thing for govern-
ment to realize that the free price

system is the only way in which
an economy can rapidly adjust to
changing needs and changing pos-
sibilities. It is another thing al-
together for governments to be
able to carry this view forward
into policy. It is true that over
a good portion of the western
world governments have turned
away from the emphasis on sta-
bilitv and toward a greater em-
phasis on maintaining the flex-
ibility of the national economy.
But it is also true that over a
considerable portion of the west-
ern world there are major road
blocks to the free marketing of
goods. At the international level,
these road blocks are quantitative
import - controls. high protective
tariffs and administrative devices
that effectively prevent goods
from crossing international
bou~daries.

When we find these restrictive
devices being employed as main
sinstruments of commercial policy.
I think we are justified in saying
that the regime applying them is
one of excessive economic na-
tionalism. The world’s experience
for several hundred years has
been that nationalism, when car-
ried to excessive lengths, is
likely to be a very expensive
luxury, whether it is political or
economic nationalism. But none-
theless. it is quite clear, from
the present condition of the
western economies, that many
people in many countrles are
prepared to pay the price of eco-
nomic nationalism rather than
pay the price of adjustment to
a regime of freer markets.

It 'is one of the melancholy

Continued on page 12
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Economic Advance

facts of life that both in Europe
and on this side of the Atlantic,
groups which loudly adhere to the
philosophy of free marketing and
shout the virtues of free com-
petition are nonetheless, in prac-
tice, advocates of restriction. In
practice they oppose competition
in international trade, ask govern-
ments for every kind of shelter-
ing protection. Competition, to
them, is strictly a one-way street.
Naturally, this has tended to en-
courage the belief in some quar-
ters that all this talk of freeing
trade from its prewar restrictions
is just talk.

However, it should not be for-
gotten in those areas across the
Atlantic where there is much pro-
testing about the height of tariff
barriers in North America, there
are highly restrictive import con-
trols which effectively prevent
any North American nation from
competing with local producers in
those markets.

Import controls have been ap-
plied in many countries during
and since the last war. When
foreign - currency reserves and
gold are draining away rapidly,
they are one of the immediate

measures which government must
take to prevent a more serious
failure of the system of interna-
tional payments. But where im-
port controls have been allowed
to become a permanent part of
economic policy, they have cre-
ated conditions which make their
removal even more difficult.
Behind the barrier of import
controls, there is an uneconomic
diversion of labor and materials
toward the production of those
goods which could be more
economically imported from
abroad. Behind the shelter of
import controls, costs tend to
rise and a characteristic flabbi-
ness tends to pervade the econ-
omy so that its ability to adjust
is much reduced, From the point
of view of the businessman
trying to get into the market,
these import controls may be
more effective than any tarift
barrier. Internally, import con-

trols set the stage for a currency
inflation—though they should be
used merely to obtain a breathing
spell during which the requisite
degree of deflation may be
achieved,
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Upholds Free Market System

You will no doubt [recognize
from the tone of my remarks that
1 adhere to the view that a rela-
tively free market system, a sys-
tem in which there are the fewest
permanent restrictions jupon the
economy as are possiblé, is vital
to. continued economic ' progress.
It seems to me that, here in Can-
ada, where about a fifth or more
of our national income comes
from foreign trade, we !can have
no other view. Any Canatlian Gov-
ernment is faced with a hard fact
of economic life. To live at our
present standard, we Canadians
must sell our goods to many other
countries. H .

In our postwar economndic policy,
Canada has consistently, followed
the policy indicated by this cardi-
nal fact. Since the end of World
War II, we have negotiated for
mutual tariff concessidns with
34 countries—this is a' practical
step in the direction of freeing
international commerce. We have
cooperated with other nations in
measures designed to reestablish
a system of free international
payments.

In the continued reduction of
barriers to the flow of interna-
tional commerce, Canada, as the
world’s fourth greatest trading
nation, has a vital interest. In
Canada, we must export to live.
The realities of our economic ex-
istence make us quite opposed to
heavy -handed government re-
strictions on the movément of
goods in response to market
forcés. Indeed, here in Canada
one of the major tasks of govern-
ment must be to increasé the flow
of international trade. Our inter-
est in the development of the St.
Lawrence River system as an in-
ternational seaway stems from our
conviction that to assist in open-
ing up markets by improving
transportation facilities is one way
that government can contribute
to productive efficiency. Of
course, such a change in the facil-
ities for transporting goods will
create an unpleasant problem of
adjustment for those who are well
adapted to the present situation.
But we all stand to gain by the
increase in trade which must fol-
low any such improvement in in-
ternational transport facilities.

Fears Higher U. S. Tariffs

In the same fashion, our con-
cern with the level of United
States tariffs stems from our con-
viction that government must help
to keep goods moving. We have
never made any secret of our con-

cern with potential increases in
the United States tariff on goods
which Canadians sell in the United
States. World War II resulted in
a narrowing of many of the tra-
ditional markets for Canadian ex-
ports to Western Europe and to
the sterling area. At the same
time, the expansion of the United
States economy provided Cana-
dian producers with an important
market for a growing proportion
of our exports. Before the war,
a good many Canadians tended to
look on the United. States as a
fair-weather market, and on West-
ern Europe as our all-weather
market.

- Hawever, since the end of World

‘War 1I, import controls have nar-

rowed our markets across the
Atlantic for agricultural exports.
And for a wide range of manufac-
tured goods, our only exports to
some overseas markets are merely
token shipments . which enable
manufacturers to keep their names
from entirely disappearing from
the sight of consumers in those

areas. But many Canadian manu-

facturers feel—and quite rightly,

iin my view—that they could sell

éa very wide range of manufac-
.tured goods abroad, particularly

in the sterling area, if import con-
trols did not stand in their way.
This is partly the result of the
fact that when our factories in
Canada produce and sell in suffi-
cient volume, they are able to
compete with the factories of most
other parts of the world. Our
manufacturers believe, too, that
they can do a good job of mar-
keting abroad—they could present
products consumers want at prices
they would be willing to pay, if
only the barrier of import con-
trols could be cleared.

GGiven this degree of partial
closure of what we used to regard
as our all-weather markets, Cana-
dian exporters have naturally
tried to sell more of their goods
in the United States, in Latin
America and in other overseas
markets, and we have succeeded
in doing so. Any Canadian gov-
ernment would be failing in its
duty if it did not show concern
over threats of artificial restric-
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tions on the United States mar-
ket for some of our exports
—whether they be cheese or oats,
lead or zinc, we feel bound to
protest against tariff increases, for
they have a direct effect on our
standard of living, We believe that
any impediment to the free flow
of goods undermines the economic
health of the western world. It
works directly against the policy
we have followed since the end
of the war—that of lowering the
barriers against imports into Can-
ada in return for similar conces-
sions from other nations.

Those of you who are from the
U. S. will, I hope, not be offend-
ed if I stress what does not al-
ways appear to be an obvious
point. Placing restrictions on the
entry of goods into the United
States market is a very costly
process—and costs are borne by
the American consumer, Inevit-

ably, they must pay higher prices
because domestic industry is
shielded against competition from
abroad.

Continued from page 9

“Appeal of Canadian

tion, broadly diversified by major
industries, are stronger as a group
than just one or a few of them?
Diversification is as fundamental
as the law of gravity. Something
can happen to anything!

Take, for instance, Montreal
Light, Heat & Power, at one time
generally considered to be Can-
ada’s outstanding “widow’s and
orphan’s” stock. It sold at $421%
in the depression year of 1933 and
was expropriated and paid off at
$25 per share in 1947.

Take another outstanding stock
—International Nickel. Nickel
sold at $7314 in March of 1937
when the Dow-Jones Industrial
Stock Average was around 194. At
the time of this writing it is sell-
ing for little more than half that
price when the Dow-Jones aver-
age is around 270.

This is no criticism of the oper-
ation of those companies. Inter-
national Nickel is an exceptionally
sound and well managed com-
pany, as was Montreal Power. The
two examples simply show that
things can and do happen even
among the best individual stocks.
Moreover. these situations did not
develop because of a depression.
General economic conditions were.
in fact, quite the reverse,

Income -— Obviously much the
same considerations apvoly to in-
come as to princinal. By reason
of a mutual fund’s broad diver-
sification of investments. assur-
ance of income regularly exists
to a degree not ordinarily present
in the case of individual issues
where changes in conditions fre-
quently result in sudden sharp
income reductions or omissions.

Marketability—This is- where a
proverly set up and operated mu-
tual fund is uniqgue, and it is
doubtful if the value of prompt
marketability can be overem-
phasized. Through the redemp-
tion or repurchase features of
good mutual funds, a shareholder
may normally dispose of his
shares promptly and without re-
gard to size, with little or no
effect, resulting from his own
selling, on the price he receives
for them.

Practically no investor can be
sure that he will not on occasion
want. or have, to dispose of his
investment holdings in a hvurry.
There are many cases when it is
difficult, and sometimes impossi-
ble, to find prompt, reasonahle
bids on various securities, result-
ing in loss to the owner bv reason
of subsequent general market de-
cline. or to the pressure of his
own selling in a thin market for
the security.

Mutual !'und's'

Potential Appreciation — The
carefully selected and broadly di-
versified common stock holdings
of mutual funds provide the op-
portunity for capital appreciation
and growth of income in an ex-
panding economy. If reasonably
managed, they will almost inevi-
tably follow any marked trend in
representative stock market aver-
ages, even though less volatile.
Moreover, if an unforeseen de-
cline does occur, assurance of
come-back when general eco-
nomic recovery takes place—and
it always has on this continent—
is very high. One cannot have
the same degree of assurance in
one or two individual stocks. Even
in years when market averages
have substantial advances. there
are always many individual stocks
which decline. One thing is cer-
tain. it is much easier to see which
stocks went down at the end of
such a year than it was to predict
them at the beginning of the year.

There are. of course, many at-
tractive individual corporate com-
mon stocks in an expanding econ-
omy like Canada’s today. Yet the
mere fact of dynamic growth con-
tributes to the difficulty of mak-
ing such individual selections with
assurance. It is this factor, among
others. which gives further attrac-
tion to the selection of sound
mutual funds which, offering a
cross-section investment, moder-
ate the risks while still permitting
overall participation.

Mutual Fund Shareholders

Because of their basic sound-
ness, Canadian mutual funds find
favor with practically every type
of investor. Their shareholders—
men, women and children — in-
clude farmers, lawyers, clergy-
men, judges, business executives,
doctors, housewives, engineers,
widows, financial men, officers in
all the armed services; and many
others. Shares are also owned by
many tvpes of organizations such
as pension funds, employees’ sav-
ings plans, churches, libraries,
hospitals, and lodges, just to name
a few. Other holders include com-
mercial and financial corporations
and insurance comoanies. The in-
vestments of shareholders ranee
all the wav from verv modest
amounts to hundreds of thousands
of dollars.

The many thousands of share-

holders owning the total assets of . |

Canadian mutual funds, now ap-
proaching $100 million, give con-
crete evidence of the fast-growing
popularity of this medium of in-
vestment,
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Canada, Bigwin Inn., Lake-of-
Bays, Ontario, June 9-12, 1953:
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Canada’s Pulp and

sification of products and of mar-
kets is a healthy growth,

Pulp and Paper Companies Are
Financially Strong

Financially — as all of you are
well aware — Canadian pulp and
paper companies are much strong-
er than they were before the war.
Perhaps, however, you have not
examined the extent of the im-
provement or how it came about.

I have no over-all figures for the
entire industry, but have some re-
sults drawn from an examination
of the published financial reports
of a good-sized sample. The com-
panies in this group all manufac-
ture newsprint but also make
pulps, paperboard, fine papers
and other products and together
they make up nearly 50% of the
industry’s capacity. These com-
panies in 1939 had a total indebt-
edness in bonds and debentures of
$187.2 millions; by 1951 that total
had become about half as great
at $96.7 millions. In this period
these companies were growing and
needed additional capital to fi-
nance that 'substantial growth.
Their balance sheets show, be-
tween 1939 and 1951, a total in-

i

Paper Indushy

crease of $140 million for inven-
tories and receivables and an in-
crease of $144 million in gross
value of plants and properties.
Thus for this group, its growth
might be measured by $284 mil-
lion while in the same period its
fixed debts were reduced by over
$90 millions.

This improvement in the finan-
cial picture was largely brought
about by the ploughing back of

earnings. For many years, and
especially during recent years
when earnings have been better,
these companies have averaged
more than 60% of earnings re-
invested in the business.

Even in 1951 when many expan-
sion programs had already been
completed and gross earnings were
at record levels, these companies
ploughed back 55% of earnings.
Apparently there has been a high-
er rate of reinvestment in this in-
dustry than in Canadian industry
generally; for in 1951 the Bank
of Canada report of over 600 com-
panies shows an average reinvest-
ment of less than 43% of earnings.
Probably the companies have fol-
lowed this policy from necessity
rather than because of their own
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virtue. After the unhappy expe-
riences of the 30s, the business of
pulp and paper was perhaps not
generally regarded by you as a
good investment risk, The com-
panies would certainly have found
it difficult to raise new money to
finance all the expansion that has
taken place. But, whatever the
reasons, the result has been a good
one and should add to the finan-
cial strength and repute of the
Canadian pulp and paper indus-
try.
Not only is there greater finan-
cial stability today than ever be-
fore, but I think there is more
market stability than is generally
believed to exist—at least for the
major commodity, newsprint. We
have all tended to think and talk
about newsprint as a volatile
commodity and perhaps this im-
pression has been reflected in the
stock market performance of
newsprint securities. The fact is
that newsprint demand is relative-
ly stable. In the great depression
of the 1930s, newsprint consump-
tion declined, but it fell to a much
smaller extent than most other
commodities. In the United States,
while the index of industrial ac-
tivity fell 47% from 1929 to 1932,
with the use of aluminum down
70% and of steel down 76%, the
consumption of newsprint fell
only 28% between 1929 and its
low point in 1933. In the same pe-
riod world newsprint demand de-
clined only 12%. This is not to
say that the newsprint industry
did not encounter bad trouble
during the depression; the un-

happy history of those days is too
well known_to all of you to need
any description from me. But the
primary cause was not a decline
in the rate of consumption; it was
a combination of adverse circum-
stances of which the main ingre-
dients were a temporary excess of
capacity and unwise marketing
policies. Today there is no capac-
ity in excess of proven rates of
demand and it is reasonable to
hope that individual companies
have learned more about the right
and the wrong ways to market
their products.

More Emphasis on Research

Another item on the credit side
of the ledger that has been added
in recent years has been an in-

‘creased emphasis on research both
'in the woods and in the mills. The

pulp and paper industry is rapid-
ly becoming a chemical industry.
As this fact has become recog-
nized, great strides have been
made in forest conservation, in
the reduction of waste and in the

utilization of other tree species.
New manufacturing techniques
have been developed and there is
today much greater knowledge of
the chemical and mechanical
processes of pulp and paper man-
ufacture and therefore more pre-
cise control over those processes.
Many of the companies have built
and expanded research labora-
tories of their own. And the pulp
and paper industry seems to be
the leader among Canadian indus-
tries in cooperative industrial re-
search ‘at the Pulp and Paper Re-
search Institute of Canada. That
Institute is a joint venture of the
Canadian Government, McGill
University and the pulp and paper
industry and it has made great
strides forward in the last three
or four years with important re-
sults in both fundamental and
applied research.

This is a very hurried picture
of what has taken piace in the
pulp and paper industry in recent
years. There has been a rapid ex-
pansion of capacity, but it has
been soundly built in response to
growing demand. There has been
great improvement in the finan-
cial position of the companies,
through the wise ploughing-back
of earnings. There has been rec-
ognition of the long-run value of
research and substantial improve-
ment in plant and equipment
throughout the industry. But the
days of easy progress appear to
be over—at least for the time be-
ing. The industry is still oper-
ating at a high level of activity

but it is no longer enjoying full
order books nor able to operate
quite at full capacity. The icing
is off the cake. I believe that in
the last 10 years the industry has
wisely equipped itself to cope
with a period of struggle, but it
would be foolish not to recognize
that such a period of struggle is
facing it today. It would also be
foolish to ignore certain problems
and weaknesses that have devel-
oped.
Problem of Costs

The problems mainly seem to
be those arising from high costs,
and their solution can only be
found in the reduction of costs. It
was inevitable that costs should
steadily rise during a long period
of inflation and with demand con-
tinuously in excess of supply. But
the result has been to raise the
break-even point for each com-
pany to the highest level it has
ever experienced. This means that
even relatively small reductions in

demand and minor amounts of
idle capacity can cut deeply into
net profits. As you all know, prof-
its of the pulp and paper com-
panies were substantially lower in
1952 than they were in 1951,
which was admittedly a peak year.,
Profits this year are again gen-
erally below what they were in
the same period last year. With
demand running at rates which
do not call for the full use of pres-.
ent capacity it would seem un-
likely that the solution can come
from increases in prices—at least
for many products. The only al-
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ternative, if profits are to achieve
fair and reasonable rates, is to
find ways to reduce costs.

At the present time, all costs
are high. In Eastern Canada, wood
costs are probably the highest in
the world. The burdens imposed
by government levies are high
also—not only in the form of in-
come taxes which naturally fall
as profits fall — but also in the
form of ground-rents, fire dues
and cutting rates which go into
the cost of pulpwood. And labor
rates are absolutely and relatively
high, and are under heavy pres-
sure to go higher. I have always
felt that labor in this leading Ca-
nadian industry should have a
leading position in Canada’s labor
forces and I have been glad to see
pulp and paper workers sharing
generously in the expansion and
prosperity of the industry in re-
cent years. Today their position
in wage rates, in hours worked
and in continuity of employment
compares favorably with any
other industrial group in this
country. At a time when the
whole industry is moving out of
a period of rapid expansion it
would only be the part of wisdom
for labor in its own long-term in-
terests to consolidate its gains and
refrain from adding to costs of
production that are already too
high.

The over-riding economic fact
in this industry is that it is over-
whelmingly an export industry. It

must face vigorous competition in

world markets. - If its costs remain’

too high it will'lése out in those
markets. There is already con-
siderable evidence — particularly

for the most sensitive indicator,
the market pulps — that Canadian
costs are :not fully competitive
with those in other producing
countries, It will be an empty
achievement if government
charges attain record levels on
wood that does not have to be cut,
or if labor rates are advanced for
men that are not working.

No Serious Crisis in the Industry

I do not wish, in attempting to
sound a vigorous warning, to give
you the impression that we are in
the midst of a serious crisis in the
pulp and paper industry. The test
should not be so difficult that wis-
dom and good sense cannot meet
it. It is no more than the normal
ebb and flow of a healthy econ-
omy. The straight line on an eco-
nomic chart is always a picture of
a dead industry. With all the great
strides forward that have been
made by the Canadian pulp and
paper industry in recent years,
there is no cause for alarm if it
should find that its curve of prog-
ress temporarily flattens or fluc-
tuates. It will still be at a high
level, and the only question is as
to the length of the pause before
the upward trend is resumed. I
am convinced that nothing can
stop the advance of this industry
over the long run but action tak-
en now can profoundly improve
our position, or retard our preg-
gress, over the short run.

I cannot tell you whether or not
the seve;al partners in the indus-
try —capital, management, labor
and government — will respond
adequately to the challenges that

are now facing them. But I am
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inclined to think it is a good
thing that an apparently moder-
ate, not-too-difficult set of prob-
lems is being presented to us to-
day. The good years since the war
have been used by the companies
with wisdom and moderation to
improve their plants and their
production skills, to strengthen
their financial structures, and to
keep. their price advances to a
minimum, But there are other
business skills that, in recent
years, have had little claim for

attention. Management - has not
been compelled to press for econ-
omy and efficiency; salesmen have
not had much practice in the arts
of selling; production men have
not had f{o. worry greatly about
quality when the whole emphasis
has been on quantity. In these
years labor leaders have been able
to press for immediate advantages
and have had little need to rec-
ognize the long-run fact that the
price of a world commodity can-
not rise year after year without
loss of markets. Governments too

have not been forced for a long
time to consider the weakening
effect on an export industry of a
heavy burden of taxation and
regulation. And even sharehold-
ers have had little practice in
weighing the comparative ad-
vantages of higher current divi-
dends and long-term financial
strength.

IDAG Gonvention
In 1954 to Be Held
At Jasper Park Lodge

The Annual Meeting of the
Any industry is only as strong ’
as the men that are in it. At the Inyestment Dealers’ Assn. of

present time, there are only a Canada June 9-12, 1953 was
handful of men in senior posts in

the management and labor unions the largest to date and an in-
of any of the companies with ex- Creasing number Of wives par..

perience. .in . the .problems that ,, .
arise when productive capacity is tl‘:lpatEd' The 1954 conven-

greater than demand. The skills tion will be held in June at
to deal with such problems need
to be polished up. It may well be the ever popular Jasper Parkv
that this industry is fortunate to Lodge in Alberta. The IDAC

have the _chan‘ce to dgvelop these met at Jasper in 1951 and
human skills in a period of mod- | .
erate readjustment. If it does so Since then the Canadian Na-

—as I believe it will — it will be tjonal Railway, which oper-
better able to meet the problems I, Yas, Truilt
of a time of major difficulty, if ates the odge, as. bull a

that time should ever come, new larger central Lodge.
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Electricity and Ontario’s Growth

kilowatts in 12 units. Estimated
cost (12 units)—$299,000,000.

A brief review of the 1952
power supply situation will bring
into sharper focus the benefits of
the new sources of power. From
December 1945 until December
1952, the peak capacity of the
Commission’s resources increased
by 1,415,850 kilowatts or about
73%. By 1956 the new power de-
velopments will more than double
the Commission’s power resources
over the 1945 figure,

At the end of 1952, Ontario
Hydro owned or operated 64
hydro-electric and 8 fuel-electric
generating stations serving the
1,317,249 Commission customers
over 14,813 circuit miles of trans-
mission lines.

The Commission’s Finances

Expansion of facilities to meet
sharply rising demands for elec-

tric energy has, unfortunately,
coincided with a period of sharply
rising material prices and wage
rates. i

The Commission’s 1952  rev-
enue dollar was distributed as
follows:

Cost of power purchased
Operating, maintenance, and
administrative expenses ....35¢
Interest 29¢
Depreciation, other reserve pro-
visions and appropriations..16¢
Provision for sinking fund....08¢

Since Hydro supplies power at
cost, there is, of course, no ac-
count designated: “profit.”

On the income side, the munic-
ipal electric utilities and local dis-
tribution systems accounted for 51
cents of the Commission’s revenue
dollar in 1952, Rural customers
accounted for 20 cents, and direct
industrial customers for 29 cents.

Between November.1, 1945, the
year in which the expansion pro-
gram began, and December 31,
1952, the Commission spent ap-
proximately $793 million on cap-
ital construction. The year 1953 is
expected to be a peak period with
expenditures totalling $189 mil-
lion planned for capital construc-
tion — exclusive of any outlay on
the St. Lawrence Power Project.

Expenditures on capital con-
struction are reflected in the
steadily rising value of the Com-
mission’s fixed assets. At the end
of 1952 these were valued at $1,-
117,866,092 — some 320% - greater
than they were in 1930, 'and 174%
greater than 1945 when- the cur-
rent . expansion program ‘was 'in-
itiated.

The beneflts resultmg from any
power devel.opment program. are
long term. Thé financing, conse-
quently, is long term. The provin-
cial government guarantees inter-
est and principal payments on all
bonds issued by Ontario Hydro
that are held by the public, and
the Commission is fortunate in
the very favorable reception

The Bank of Nova Scotia publishes an authori-
tative Monthly Review, which discusses
Canadian financial affairs in relation to world
trends. If you would like your name added to
the mailing list, you have only to wnte or call
any of our offices or branches, q
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New York Office: 37 Wall St,
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afforded its issues by the invest-
ment dealers. To the end of 1952,
Hydro issued $780 million in
bonds. Since January 1, 1953, an
additional $90 million has been
sold. Of the total of $870 million
issued since 1945, $150 million
was in United States funds. These
funds, incidentally, -were trans-
ferred to Canada at an average
premium of nearly 3%. In the
same- period we have retired—not
refunded, but retired — over $68
million of debt through the oper-
ation of the sinking fund.

Most of the money people in-
vest in Hydro is put back into the
Ontario economy. Last year, for
instance, the Commission issued
purchase orders totalling some
'$117 million. Close to 95% of
Commission purchasing was done
in Canada.

Additional Work at Niagara

Because of the delay in reach-
ing a decision regarding the St.
Lawrence Seaway and Power
Project, it was necessary for the

.Commission, on April 23, to an-

nounce additional construction at
Niagara to meet estimated peak
load deficiencies in 1957,

Present plans call for a 12-unit
development with an installed
capacity of 1,200,000 horsepower.
Engineering features include an
intake structure on the Upper
Niagara River with two five-hun-
dred foot gathering tubes; twin
5% mile tunnels, each 45 feet in
diameter, running at a maximum
depth of 330 feet under the City

of Niagara Falls; 2% mile open-
cut canal, and a modern power-
house at the base of the 300-foot
cliff, 6 miles below the cataracts.
Over 6,300 men are presently em-
ployed at the project.

The new work to be undertaken
includes the creation of a.water
storage reservoir and pumping
plant, adjacent to the new- canal,
widening of part of the power
canal now being excavated and
other construction at the site. The
15,000 acre-feet reservoir will en-
able water to be stored at night
and released during the day-time
peak load period. This arrange-
ment will increase the peak ca-
pacity of the station in the tourist
season, when use of Niagara River
water in the daylight hours is
more restricted. The storage pro-
vided also makes it economical
to install four additional 100,000-
horsepower generating unlts as
required, in the station for short-
time use in supplying peak load.

As additional water is required
from the four-billion .gallon res-
ervoir, the gates will be opened
and the outflow of water will-
operate in reverse the pumps used
to pump water into the reservoir.
By this means electricity will be
generated, by having the reversed
pumps function in the same ca-
pacity as a turbo-generator. It is
expected that a maximum of 225,-
000 horsepower will be developed
from these pumps.

Total -overall figures for the
project give some idea of the
magnitude of the undertaking.

SIR ADAM BECK-NIAGARA G. S, NO. 2
Progress Figures

Progress to
March 27, 1953

Earth Excavation__ 4,009,000 cu. yds.

7,423,000 cu. yds.

130,500 cu. yds.
36,700 tons

Description—

Rock Excavation..
Concrete

The total rock and earth ex-
cavated to the end of March 1953
is approximately twenty-four
times greater than the cubic con-
tent of the Royal York Hotel,
Toronto, the largest hotel in the
British Commonwealth of Na-
tions.

St. Lawrence Power Needed

The construction of the addi-
tional facilities at the new
Niagara Project does not, by any
means, obviate the urgent neces-
sity of power from the St. Law-
rence. The reservoir at Niagara
which enables the Commission to
use for power production ' the
maximum amount of water allow-
able under the Niagara Diversion
Treaty (which varies over the 24-
hour period during the summer)

will offset the peak deflclencles

.estimated for 1957.

Latest Forecast of
Final Quantities

4,424,000 cu. yds. 91%
10,260,000 cu. yds. 72
1,419,000 cu. yds. 9
72,000 tons 51

What of load conditions beyond
19577

If it were possible to start the
St. Lawrence at an early date,
that is by next spring, the initial
units could be in service by the
fall of 1958 — with the remaining
units brought in progressively to
meet load demands.

The development and improve-
ment of the International Section
of the St. Lawrence River has
been a controversial issue for
more than one hundred years. In
recent months there have been
encouraging decisions:

October, 1952, the International
Joint Commission approved the
applications of both the United
States and Canadian governments
to develop power in the interna-
tional rapids section;

May 1953, the Canadian Gov-
ernment proclaimed a Federal

%
Completed
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statute authorizing Ontario Gov-
ernment to develop the Canadian
share of power (1,100,000 horse-
power) in the international rap-
ids section.

Before work can proceed on the
power project, the New York
State Power Authority has to be
licensed by the Federal Power
Commission to .evelop power on
the U. S. side of the St. Lawrence
River.

Ontario Hydro has already been
named as.the Canadian entity and
stands ready to begin work imme-
diately the necessary authoriza-
tion has been obtained for the
U. §. entity.

The St. Lawrence power grid
covers an area of some 350,000
square miles. It extends from the
Quebec border on the east to
Sault Ste. Marie on the west and
from the International Border to
within 120 miles of James Bay.

: From this grid area comes:
100% of the Canadian output of
cobalt and the platinum metals;
90% of the wonld’s output of
nickel; 50% of Canadian copper
roduction; 80% of the total
lorth American requirements of

abrasive metals; the whole of the

orth American supply of picrite,
and 75% of Canadian produced
fine papers.

St. Lawrence power is absolute-
1y necessary to pave the way for
further development and expan-
sion in Ontario and Canada as a
whole.

Continued from page 4

Building for

280,000 barrels per day. The
speaker then went on to say that
in 1953 “Canadian oil consumption
probably will have grown to 360,~
000 barrels per day and in 1958 to
400,000 barrels per day.”

The Manufswturing and Markets

Those figures probably appeared
to be quite optimistic at that time
but the attainments, however,
have shown them to be very con-
servative. For example, the actual
throughput being reached in 1953
of some 440,000 barrels per day is
even now 10% above that assumed
in 1949 as a target for 1958, five
years from now. This: illustrates
the unusual speed with which our
oil industry has been growing and
the attitude which the author has
endeavored to stress as being es-
sential of the observer recogniz-
ing it as a growing organism
rather than as a fixed business.
The figures may also help to illus-
trate the problem and the cover-
age that the leaders have had in
determining how far the sites
should be raised in attempting to
determine the correct size of new
plants, storage, and transportation
systems servicing this rapid ex-
pansion. '

The industry had done a mag-
nificent job in meeting these con-
ditions of a pyramiding market
throughout our whole land which
has been going on at the same
time as the coming in of a new
source of crude oil located some

V)
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Canada’s 0Oil

2,000 miles from the principal
markets.

‘While building for the increased
volumes, the oil business has also
intensified its refining to a great
extent. For example, by the end
of 1953 there will be some 14 new
catalytic cracking plants in opera-
tion in Canada. They result in the
more efficient use of the crude
and also in providing the Cana-
dian market with a higher quality
of products than was possible a
few years ago. During that time
too there.have been a number of
new chemical plants built for the
Canadian petro chemical indus-
try, both recovering direct by-
products such as elemental sul-
phur from the gas and also syn-
thesizing industrial chemicals from
hydro carbon bases.

The Transport

During the last four years
Canada has also acquired an

enormous and entirely new trans-
portation system. At the begin-
ning of 1950, we had no long dis-
tance pipe lines in our country,
while at the end of 1953 we will
have an oil pipe line system
stretching from Montreal to Van-
couver which will be moving
freight in quantities significant in
comparison with that carried by
the great railways or water ship-
ping systems and at tariffs for
which there is no competition.

It is this cheap transport that
has made the opening up of the
Alberta oil fields possible. In 1953
there will be potential production
in Alberta in the order of 400,000
barrels per day. After satisfying
the Prairie markets there will be
a surplus for local requirements
that is to be carried to markets
some 2,000 miles to the East, or
800 miles across the Rockies, to
the West. Thus the first basic ne-
cessity for the development of our
oil fields is cheap transport.

We have suffered in Canada in
the past as a result of immense
distances that have lain between
our proven resources of raw ma-

terials and the possible markets.
The distances have, in many in-
stances, been so great, that the
unavoidable cost of freighting ma-
terials made the operation un-
economical. An immediate ex-
ample is that of coal. The Royal
commission in 1945, estimated that
there was some 50 billion tons of
recoverable coal in the Canadian
West. Nevertheless our coal fields
are still only producing a minute
part of their potential because of
the unavoidably high cost of
transport.

In moving oil over the Continent,
however, it is possible, through
the use of large diameter pipe
lines to cut the freight to a small
fraction of that which would have

to be incurred by any other form
of transport. This has been a fun-
damental part of the Building for
Canada’s Oil. The pipe line sys-
tems in total, have cost some $350
million in which the Canadian fi-
nancial houses have played an
importdnt part. Some considera-

Continued on page 18
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Building for Canada’s 01

tion is now being given in our
country to the building of another
type of pipe line development for
the cheap transportation of fuel,
viz: the building of gas lines and
this' may add to the interest of
looking in detail at some of the

fundamentals of pipe lines.

We may briefly list Some salient
factors.

(a) Tonnages Carried: The ton-
nage as carried by pipe lines can
probably be most easily illustrated
by comparison with those handled
by a railway. A trans-Continental
railway 'in Canada in 1951, aver-

Canadian
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aged 1,580,000 tons of freight for
each mile of track. In comparison
with this the Trans Mountain Oil
Pipe Line at the end of this year
will be handling about three times
the above tonnage per mile and
may ultimately handle eight to ten
times the railway tonnage men-
tioned. )

(b) Amount of Steel used by
Railways -and Trunk Pipe Lines:
There are about 175 tons of rails
in each mile of modern railway.
When to this is added the mini-
mum steel for fittings the total is
226 tons per mile and after adding
an average allowance for sidings
and terminals the total is about
282 tons per mile of fixed steel,
The rolling stock might average
another 80 tons giving a: grand
total of 360 tons of steel required
for each mile of an operating rail-
way.

The steel used in a pipe line
such as Trans Mountain will be in
the order of 230 tons per mile,
that is about the same as the re-
quirements for the rails and fit-
tings of a railway or 60 to 70% of
the total steel requirements. Thus,
the steel used per ton of freight
moved in large diameter pipe
lines may be less than a seventh
of that required for railway
operations.

(c) Comparison of Power Re-
quirement: It is difficult to give

a direct comparison of power re-

quirement in that railways must
provide for the return of the roll-
ing stock and the cost varies
greatly depending on the different
types of terrain being crossed. If,
however, a comparison is made
with a railway that has efficient
diesel operations, with loaded
trains on level country, the con-
sumption of fuel when moving
the loaded train only is about 209,
more than for moving the same
tonnage in a trunk pipe line.

(d) Comparative Number of
Employees: The railways provide
through their hotels, communica-
tion systems, steamship lines, air-
lines, etc., very much more com-
prehensive service than do pipe
lines. It is therefore difficult to
make a comparison, but it would
appear that the pipe line system
requires about one-tenth the num-
ber of employees per mile that
is used by the railway. While con-
sidering the distribution of em-
ployees in the different transpor-
tation systems, it is interesting to
note that a major railway system
averages one station for every six

or seven miles, whereas major
pipe lines even when operating at
near capacity would probably not
have stations closer than 35 miles
and they could be several hundred
miles apart.

The foregoing costs are given
as a comparison between pipe
lines and railways because they
permit a comparison of a pipe line
with a universally known trans-
portation system. It will be ap-
preciated, however, that this com-
parison is in no way a reflection
on railway operation in that the
railway also provides extensive
services in the opening up of new
country, the carrying of every
conceivable kind of freight in any
quantities and through difficult
terrain and climatic conditions
that could not be provided in any
other way. The pipe line, however,
can render a service in the
freighting of liquids over land at
a cost that cannot be rivaled by
any form of transport. To compare
actual cost with railway freight
rates, if we assume a general
favorable railway freight of 2lc
per hundred weight per hundred
miles it will be found that the
tariff over any distances of say
greater than five hundred miles
will be seven to ten times the
tariff that would be required by a
pipe line carrying the same ton-
nage the same distance.

Accomplishments in Canada’s
Qil Lines

We noted that from the begin-
ning of 1950 to the end of 1953
there will be a total of nearly
2,500 miles of big inch pipe line
stretching east and west from
Alberta that has been built
through enormous financial and
engineering efforts in a matter of
months to carry that Province’s
crude to market. The main pipe
lines built in Canada during that
time cost in the order of $350
million. What an example of the
energy and courage of the oil
companies operating as free enter-
prises in their service to Canada.

It is probably permissible for
us to note for a moment some as-
pects of these developments.
Through the building of the trunk
pipe line to the east from Alberta
one of the longest pipe line sys-
tems in the world has been
created. Over 600 miles of that
line is as large as any oil pipe
line on the Continent and in ob-
taining a direct route from field to
market the line is crossing the

Straits of Mackinac, which at the
deepest point lies under some 230
feet of water. This is probably the
deepest big inch pipe line water
crossing that has ever been laid.
The system however provides an
all year round service to the re-
fineries at Sarnia which in turn
have product lines to supply in-
dustrial Ontario. The system also
permits the minimizing of costs
and stocks in transit. .

The pipe line to the West Coast
from Alberta is the first oil pipe
line on this Continent to cross the
Rocky Mountains. You can, later
today, see it in some detail and
the work done on its actual con-
struction. In this again the com-
panies have shown tremendous
courage and willingness to pro-
vide for the present and future
requirements of Canada’s oil pro-
duction.

Compliance With Estimates

Now we should also look back
to see how the fundamentals: of
such construction developments
have been met, that is the cost,
capacity and completion, times
originally assumed. The work
done on these lines has mainly
been done by our own citizens
with outside expert assistance
from those experienced in this
type of work. It is therefore very
gratifying to Canada and the in-
dustries concerned to find that the
lines will be finished in most
cases, ahead of the scheduled com-
pletion dates. They will have
capacities equal to those antici-
pated and the costs will be equal
to, or not more than 1% to 2%
over the original estimates.

While referring to cost estimates
it has been previously mentioned
that the Canadian oil industry has
been successful in securing its
capital developments in accord
with its budget forecasts. The posi-
tion of the pipe lines has just been
mentioned. It may be added that
almost all refinery, work in
Canada is carried out on the basis
of a fixed sum or maximum sum
contract and the history of this
work has also been that the pro-
jects are being completed on time
and at least from the oil ¢nm-
panies point of view in accordance
with their estimates.

Gas Lines
At this time it may be interest-
ing to refer briefly to the position
of gas lines. The statement has
often been made with consider-
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able justification that ‘“you can
build a pipe line anywhere if you
have the money.” There are some
aspects, however, of such “build-
ing” that may be interesting to

develop a little further and to
draw attention to certain funda-
mental differences between gas
and oil pipe lines.

In the matter of hydraulics
where the line is traversing
rough country, either an oil or gas
line from a strictly engineering

point of view can be built over
almost any physical objects. In
the case of an oil line, however,
adverse hydraulic heads can be

more costly than with a gas line.
For example, in the case of Trans
Mountain Oil Pipe Line there will
be stretches of that line when
processing 200,000 barrels per day
that will have a friction drop of
171 feet per mile. That is the
energy required to drive the oil
10 miles in that part of the line
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would be the same as that to go
over a hill 175 feet high. If such
a hill, however, in the case of an
oil line were located at any dis-
tance from the pumping station it
constitutes a serious adverse head,
while in the case of a gas line its
location would no difference. This
is the type of basic factor which
necessitates the differences in lo-
cations between oil and gas lines.

Another interesting and impor-
tant aspect is the ability of oil and
gas lines to cross the soft, swampy
or muskeg type of country. In the
case of large diameter pipe lines,
the weight of an oil pipe line,
when operating is such that it has
no buoyancy and it will not re-
quire any appreciable expenditure
to keep the line anchored in posi-
tion. In comparison with this the
large diameter gas lines are ex-
tremely buoyant. For example, a
36-inch gas line when full of gas
and passing through water will
require approximately 300 lbs. of
weight per foot of line to keep the
line in place. The cost of such
weighting ‘of the line could be
nine to ten dollars per foot, or say
50% more for the weights alone
than the total cost of laying the
line in good terrain.

Summary of Gas Position

There is a surplus of natural gas
in Western Canada. Hearings are

now taking place in Alberta to
determine the amount. There is
a need for cheap fuel in other
parts of Canada and there are
various proposals for bringing
these two conditions together. It

will be appreciated that the two
fundamental requirements are,
firstly: that the gas must be able
to reach the market at a competi-
tive price with other fuels; and,
secondly: that there must be a net
back price to the gas fields ade-
quate to make it attractive for the
producers to produce gas as such
and not merely that gas which is
incidental to thé production of oil,
To. accomplish, if possible, these
two basic requirements in our
land of vast distances the utmost
must be reached in economical
transport particularly as regards
location, capacity and design.
Throughout Canada this subject
will be watched with keen interest
and it is hoped that that part of
the oil industries development that
is the production and marketing
of gas can move forward with

something of the same precision -

and efficiency to the producer and
consumer that has already been
attained in the other aspects of
the industry.

Continued from page 8

Canada—A Dynamic Neighbor

loyalty, to Britain or to Her Ma- ingot capacity has grown from
jesty. You can appreciate, there- 2,094,550 tons per year to 4,400,000
fore, that we ‘are not amused when tons. In comparison with your
someone down here suggests that capacity, the figures look almost
Canada should be turned over to insignificant, but they do indicate
the United States in payment of an increase of 110% in a 12-year
Brwsh zgrosgroitrlllggp%igtesﬁce o period. Broadly publicized iron
e W A s

by fighting our mother country ore developmeqts in the Quebec-
for it, but by standing at her side ) Continued on page 20
in two world wars. Nevertheless, §
our independence is as dear to us e
as yours is to you, though we may
not set off so many fireworks to
prove it.

In any speech before a gather-
ing such as this, you will naturally
expect a few statistics, and I shall
not entirely disappoint you, How-
ever, I have a firm belief in keep-
ing figures to an absolute
minimum.

Our area is thethird largest
in the world, being exceeded only
by Russia and China. We are the
world’s largest producers of news-
print, nickel, asbestos and plati-
num, and our production of at
least two of these items will soon
increase.

We are the world’s second larg-
est producers of aluminum, gold,
uranium and electric power; and
already very important producers
of cobalt, lead, zinc, copper, oil
and gas. The discovery of rich oil
and natural gas fields in the West
during the past several years will
not only provide a domestic source
of petroleum, but also stimulate
the growth of petro-chemical and
other industry in that area. Our
production of titanium has just
started, and we are almost daily
finding new and hitherto unsus-
pected mineral wealth.

Our “hydro” development in
Ontario, Qubec and British Co-
lumbia is already spectacular, and
will become truly colossal within
the next two or three years. Even
now our per capita electric power
consumption is the highest in the
world. At Niagara, we will soon
be producing 2,000,000 horsepower
of electrical energy while you are
still arguing about who will be
given the right to develop a simi-
lar amount on your side of the
border. By all precedent and logic,
the St. Lawrence Seaway should
be a joint United States-Canadian
undertaking. But our growing
power requirements are such that
we may be compelled to under-
take its construction alone before
long.

Let
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Canadian Steel Consumption

Our steel consumption per
‘capita is the second highest in the
world, and we now rank seventh
in output amongst the steel pro-
ducing countries. Since 1939 our e
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Canada—A Dynamic Neighbor

Labrador area, at Steep Rock and
at Marmora, coupled with increas-
ing production in the Lake Su-
perior district by the Algoma Steel
Corporation, Limited, and in New-
foundland by the Dominion Steel
and Coal Corporation, Limited,
will soon make Canada, on bal-
ance, a substantial exporter of
iron ore instead of an importer.

Admittedly, we are still fairly
small in numbers, but in the light
of what is happening in Canada
at distances up to 600 miles north
of the border, we no longer think
of our population as .a narrow
fringe along your Northern bor-
der. On the contrary, we are be-
ginning to realize that some day
our country may be almost as high
as it is wide and handsome. Al-
ready there are in hand consider-
able developments around .and
even north of the 60th parallel
of north latitude, which promise
to make hitherto barren and in-
accessible regions important com-
mercially and industrially within
the next quarter century. The air-
plane has altered our whole con-
cept of what the future of the
North is likely to be.

Overall our population density i

may be less than 4 per square
mile, but in the fast-growing area
between Toronto and Niagara
Falls the average density is up to
180 per square mile, This density

is about the same as for Massa-
. chusetts, Connecticut, northern

New York, southeastern New Jer-
sey, and eastern Pennsylvania.

The density of our population
around Montreal and around Van-
couver is approximately the same
as that in. the Toronto-Niagara
area. While about 65% of your
population, is urban, only 57% of
our population lives in towns and
cities. ‘However, the shift from
rural to  urban living goes on
apace with us, as it does with you.
If the present tendencies continue,
we should be at about your pres-
ent degree of urbanization in two
decades.

The industrial development now
going on all over Canada is very
impressive, In the area between
Toronto' and Niagara Falls that
development is really something
to see; it was even: written up in
“Business Week” as a feature
story not long ago.

Without doubt, rapid expansion
of productive facilities has been
encouraged - and helped by the
flexible ' depreciation regulations
in effect since Jan. 1, 1949. Under
our present tax law, we may write
off up-to 10% per annum of the
undepreciated valte of such build-
ngs ‘as we ordinarily use in the
steel industry,and up to 20% per
annum ' of ‘the \indepreciated value
of maéhinery and equipment.
Such:'dépreciation ‘may also be
taken"” prior - to ‘completion of a
project.'As a result, assuming that
a mill consisting in value of one-

)
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third buildings, and the balance
machinery and equipment, could
be completely installed during the
fiscal year of a company, it could
be written down to approximately
40% of its cost by the end of the
fourth year of operation, if maxi-
mum permissible rates are used
throughout the five-year period.
However, in one very important
respect, we are in exactly the
same position as you occupy, viz.,
we must have income in order to
write off depreciation,

Percentagewise, our population
growth has been outrunning your
own in the past decade or so. Your
population increase between 1938
and 1952 was one-fifth while ours,
in the same period, was about one-
third. However, we do have to ad-
mit that your year-end population
was still nearly 11 times the size
of ours at the end of 1952.

In the matter of gross national
product, our growth has also been
somewhat greater than your own.
Between 1938 and 1952, the cur-
rent dollar value of our gross na-
tional product increased 339%
while yours increased by 308%.
One principal reason why our
growth in gross national product
outran that of the United States
was the spectacular development
of our natural resources, accom-
panied by widely diversified in-
dustrial expansion in our second-
ary industries. These develop-
ments were, of course, very
greatly assisted by an unpre-
cedented, and very welcome,
influx of United States venture
capital.

Financing Done Largely From

. Home Sources

It should not be overlooked,
however, that by far the major
part of our capital expansion over
the past five years has been fi-
nanced from Canadian sources. On
the average, more than one-fifth
of our gross national product for
the past five years has gone into
capital expansion. As far as we
can see, the percentage of the na-
tional production going into capi-
tal expansion in 1953 will be at
least equal to that for 1952. It
seems probable that the amount
of our national production we
have ploughed back into the
economy over the past five years
constitutes something of a world
record. ’

Again our tax laws have en-
couraged investment in equity
capital, first because we have no
tax on capital gains, and second
because we may deduct from our
personal income tax 20% of divi-
dends - received from tax-paying
Canadian corporations, not ex-
ceeding the increase in total tax
due to including such dividends
in-income.

opment, we are not in any danger
of finding ourselves in hock to
you as a result of your invest-
ments in Canada. We are full of
confidence as to our future, and
are backing that confidence with
as much of our own money as we
can save,

Despite all those interesting
comparisons, Canada is still a
pigmy when measured against
your giant size. Yet we are quite
evidently not destined to remain
a pigmy if we can continue to
live according to the economic
facts in our case, Superficially,
our economy looks very like your
own, but there are marked fun-
damental differences.

The greatest of the economic
differences between our two coun-
tries lies in the fact that whereas

. you derive only about 6% of your

national income from exports of
goods, last year we derived more
than 24% of our national income
from that source. Of that substan-
tial contribution to our national
income, more than half arose out
of our exports to the United
States. Moreover, despite our
steady increase in urbanization
and in manufacturing production,
the character of our export trade
has tended to show little change
over the years.

We had hoped that as a result
of the war-born increase in the
size of our industrial potential, we
might have broadened our export
base. But we still find the bulk
of our exports in such raw or
semimanufactured items as wheat,
livestock, pulp and paper, lumber,
base metals, and fish.

Last year our agricultural ex-

ports were valued at $1.25 billion
out of total exports of goods
valued at $4.33 billion, On the
other hand, manufactured exports
such as farm machinery, auto-
mobiles and other machinery
totalled only $266 million. These
constituted the bulk of our manu-
factured exports exclusive of
newsprint. Value of our newsprint
exports last year was over $592
million.

You can see from such figures
that agriculture is still big busi-
ness with us; and also that the
character as well as the volume
of our exports differs greatly from
your own. The fact that we ex-
ported and imported so exten-
sively last year was a major factor
in the strength of our dollar, and
also in giving us an average stand-
ard of living little, if any, below
that prevailing in the United
States.

We are, and long have been, by
far your best customer. Some-
times we feel that fact is not fully
appreciated. The tourist trade-
used to contribute a substantial
net amount to our balance of pay-
ments, but today Canadians spend
abroad more than tourists spend
with us.

It has been said that an econo-
my tied to world markets cannot
afford the costs of socialism. Well,
we appear to be more firmly tied
to world markets than most, and
we have certainly got considerable
socialism. Not only have we got
all the socialist gimmicks you've
adopted, but a few peculiarly our
own, including such honeys as
family allowances, and a very
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Thus, while we welcome your
active participation in our devel-
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vocal socialist party with 13 mem-
bers in a Federal house of 262.

Last year, welfare payments ac-
counted for about a quarter of our
Federal budget of $4,326 million.
We have the example of Britain
before us to show what happens
when the high taxes demanded
by welfare schemes raise export
prices to the point where they are
not competitive. As early as 1936,
Britain could not sell abroad, in
competition with the United
States, Japan and Germany, suf-
ficient goods to cover the cost of
her imports. In that year, and in
1937 and 1938, she had to sell for-
eign investments in order to bal-
ance her international accounts.

What worries some of us in
Canada is the degree to which
our own costs of production are
being loaded with the costs of
welfare and other government ex-
penditures. What will happen to
our economy, which derives 24%
of its national income from ex-
ports of goods, if we succeed in
pricing ourselves out of foreign
markets?

Canada’s Future

Please do not conclude from what
I have been saying here today
that I am in any way pessimistic
as to Canada’s future. It is hard
to see how we can avoid becoming
a great nation, as we are already
a very advanced and prosperous
nation. When, in all history, have
so few people accomplished so
much in the face of such difficul-
ties of climate and terrain?

I do think, however, that our
progress can be held back if our
people are persuaded to do things
that are out of line with the eco-
nomic facts in our own case. What
has been done, or may be done
elsewhere, does not necessarily
have any relevance for Canada.
If we try to follow too closely
what others differently situated
have done, we may find ourselves
trying to do too much.

What we really need above all

is more people. Our population is
still far too small in relation. to the
facilities we have already created.
With the almost daily discovery
of new natural resources, the need
for a larger population becomes
more and more pressing.

We used to welcome as many as
400,000 intending settlers a year
prior to World War I. But the best
we have been able to accomplish
in that direction since 1914 was in
1951, when the total of immigrants
was 194,000. Last year we took in
164,000, and this year about the
same number is likely to come to
Canada.

Without more people we cannot
have a domestic market large
enough to employ mass production
and distribution methods on a
very substantial scale. Without
being able to go in for mass pro-
duction, our overall productivity
per man hour must remain con-
sideralbly lower than your own;
and our wage scale correspond-
ingly lower unless our unit costs
are to become noncompetitive.

Our people are being urged both
day and night, through radio and
other advertising, to want all the
things Americans possess. At the
same time the comparatively
small size of the domestic market
prevents the payment of wages as
high as those enjoyed by Ameri-
cans. The long range potentialities
for trouble in such a situation are
obvious.

On the other hand, the world
is crying out for many of the
things we possess most abun-
dantly. Such being the case, I am
and expect to remain, a great
booster for Canada — your good
neighbor and best customer.

Charles M. Schwab once said,
“Bet on the United States if you
must bet at all.” I feel sure that,
if he were with us today, he
would have included Canada with
the United States, for you cer-
tainly should not sell Canada
short despite the difficulties which
confront us.
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MUNRO, W.
Hagar Investments Limited,
Victoria
MURPHY, H,
Commercial & Financial
Chronicle, New York
NESBITT, A. D.*
Nesbitt, Thomson and Company
Limited, Montreal
NEWMAN, M. F.
Cochran, Murray & Ce.
Limited, Toronto
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SCHULTZ, J.*
Dominion Securities
Corporation Limited, Le:.don

SCOTT, L. W.
Ross, Knowles & Cu., Toronto
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STANLEY, H. D.
Royal Securities Corporation
Limited, Toronto
STEPHENS, S, C.*
James Richardson & Sons,
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STEWART, G. C.*
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Limited, Toronto
STEWART, J. M.
A. E. Ames & Co. Limited,
Toronto
SULLIVAN, W,
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SYDIE, J. E.
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WALKER, T. F. B.

R. A. Daly Co, Limited,
Toronto

WARD, D. H. =

Dominion Securities
Corporation Limited, Toronto

WELCH, T. A.

Bell, Gouinlock & Company
Limited, Toronto

WELDON, D. B.*
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Limited, London
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WILKINSON, M. G.

M. G. Wilkinson Investment
Service, Owen Sound

WILSON, J.

A. E. Ames & Co. Limited,
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WILSON, T. B.

A. F, Francis & Company -
Limited, Toronto

WITTSTOCK, R. C.*
Watt & Watt, Toronto

WOODS, R. A.

Merrill Lynch, Pierce, Fenner
& Beane, New York

WRIGHT, A. F.

Pemberton Securities Limited,
Vancouver

WRIGHT, R. K.
Mills, Spence & Co. Limited,
Toronto

YOUNG, N. D.
Dominion Securities
Corporation Limited, Toronto

YUILE, P.
McDougall & Cowans, Montreal
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S8, James Street, Montreal, with the 20-story Royal Bank Building in the background,

Established in 1869, The Royal Bank of Canada
has grown to be one of the great banking
houses of the world. It has over 780 branches
located coast-to-coast in Canada, in the West
Indies, in Central and South America, in New
York, London and Paris. Total assets are over
$2, 675 000,000.

Individuals, firms and banks doing busmess
in Canada or abroad will find at “The Royal”
world-wide banking facilities — and many
specialized services outside the realm of rou-
tine banking.

We welcome your inquiries and the opportu-
nity of working with you in furthering your
business interests in Canada and abroad.

THE ROYAL BANK

OF CANADA

HEAD OFFICE—~MONTREAL

New York Agency, 68 William St., N, Y, §
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Equitable Securities of Canada Limited, Toronto
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Kitchener
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The Canadian P

$400,502,797 for the same period
in 1952, an increase of 4.5%.

Table of Bond Sales
1953
(4 Mos.)

$108,000,000
40,219,000

1952
(4 Mos.)
$94,600,000
150,125,000
56,065,036 64,827,797
214,215,000 90,950,000

$418,499,036 $400,502,797

Provincial
Provincial Gtd..-
Municipal
Corporation ...

icture
Is Still Bright

For the period mentioned above
equity tinancing reached quite
substantial proportions and is es-
timated to have been in excess
pf $100 million.

During 1951, many Canadian
borrowers took advantage of the
favorable conditions prevailing in
the United States market. Bor-
rowing in that quarter in 1952
while still substantial, was 31%

il e PRl e i P PR e

FLOOD & COMPANY

Members
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H.C.FLOOD &
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TORONTO STOCK EXCHANGE
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MEMBER OF INVESTMENT DEALERS’ ASSOCIATION OF CANADA

360 St. James Street, West, Montreal

PLateau 4871

L. G. BEAUBIEN & C2.

LIMI

TED

UNDERWRITERS AND DEALERS

Specialists in Securities Originating in the
Province of QUEBEC

Government, Muni

cipa.l; Corporation,

School Commissions, Parishes and Fabriques,
Religious Institutions.

221 NOTRE DAME STREET, WEST
:MONTREAL |

Quebec - Ottawa
8t. Hyacinthe -
Paris -

———

- Trois-Rivieres
Shawinigan Falls
Brussels

below the 1951 volume. As the
Canadian dollar continued to
strengthen in terms of the U. S.
dollar, a few Canadian borrowers
marketed their debt obligations in
the United States with the hold-
er’s option of payment either in
U. S. or Canadian dollars—a pol-
icy not new reviewing the last
30 years, but a distinct departure
on the part of Canadian borrow-
ers in that market since the out-
break of World War II.

Canadian Public Debt Reduced

Apart from Treasury Bills is-
sued to finance current expendi-
tures, the Government of Canada
in 1952 paid off $750 million of
maturing securities including $100
million of deposit certificates,
Funds for the purpose were pro-
vided to the extent of $450 mil-
lion from the issue of $300 million
of one-year 2% bonds and $150
million 2% bonds, with a maturity
a little over,4wo years. The bal-
ance was paid off out of the Gov-
ernment’s cash resources which
had been augmented through the
sale of Canada Savings bonds to
the extent of $341 million by the
end of the year. h

During the month of January
two significant moves were made

by the Government and the Bank
of Canada—one in the long-term
investment field and the other in
the extension of Treasury Bill
maturities. With the idea of de-
termining the market level for
long-term securities having in
mind the need of providing for the
retirement of early maturities and
over the next few years substan-
tial amounts of Victory Loan is-
sues, the Government offered an
issue of 25-year 33 % bonds to
return a yield of better than
3.85%. Of the $100 million au-
thorized a survey of official re-
turns indicates thiat some $60 mil-
lion has been issued to date.

A radical change was made in
the practice of issuing Treasury
Bills, The former policy was to
issue approximately every two
weeks $75 million of Treasury
Bills with a maturity of approxi-
mately three months. Under the
new system, Treasury Bills which
are now offered weekly, were is-
sued initially for approximately
three, six and nine months ma-
turities. Thus at the end of 13
weeks, there were outstanding 39
diffirent maturities as against
only six formerly. Total Treasury

Bill issues outstanding have been

increased from $450 million to
$650 million, the additional pro-
ceeds being applied to the retire-
ment on May 15 of $200 million
deposit certificates held by the
chartered banks. Greater flexi-
bility in short-term operations is
now possible, a broader market
has been made available for cor-
porate funds for near-term in-
vestment and the Bank of Canada
is in a position at its discretion
to exert a greater influence on the
short-term market.

During 1952, the general level
of interest rates moved higher re-
flecting the heavy demand for
funds by all categories of borrow-
ers. The wide spread in yields
that had been in evidence between
short date and long-term securi-
ties, for six of the postwar years,
to a great extent disappeared. For
example, net increase in yield
for the two-year Government of
Canada bonds for the calendar
year ending 1952 was .88 as com-
pared with an increase of .22 for
10-year bonds and .10 for 15-year
bonds. This pattern has changed
but little during the early months
of the present year.

The substantial increase in

——— e
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QUOTED IN AMERICAN FUNDS

OUR DIRECT PRIVATE WIRE SYSTEM COVERS ALL
CANADIAN MARKETS INCLUDING THE WESTERN
OIL. CENTRES OF CALGARY AND EDMONTON

W. C. Pitfield & Co., Inc.

30 BROAD STREET

Phone

b NEW

HAnover 2-9250

YORK

Teletype
NY 1-1979

Montreal Halifax Moncton Saint John Ottawa Cornwall Toronto Hamilton

Winnipeg Calgary - Edmonton Vancouver Kingston, Jamaica London, Eng.

gitized for FRASER
p://fraser.stlouisfed.org/




Convention Number

Harold J. Knight, Walwyn, Fisher & Co., Toronto; Mr. & Mrs. Stanley Cox, Bankers Bond Corporation,
Ltd., Toronto; James T. Troyer, Thomson & McKinnon, Torento

THE COMMERCIAL and FINANCIAL CHRONICLE

Themas A. Ratcliffe, Harrison &
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Co., Ltd., Hamilton, Ont.; L. T.Gibson, Harrison & Co., Ltd., Toronto;

E. G. Percival, Harrison & Co., Ltd,, Toronto; J. S. Hill, Harrison & Co., Ltd., Toronto

yields on shorter-term securities
was occasioned by heavy demands
on the banking system for loan
accommodation by industrial and
commercial borrowers as well as
by consumers. To provide these
funds, the chartered banks, in or-
der to maintain their cash reserve
position, disposed of some of their
short-term Government holdings
and the market pressure so exert-
ed was reflected in lower prices
and correspondingly higher yields.
Longer-term Government securi-
ties on the other hand were not
subject to the same selling pres-
sure and for that reason prices
and yields were relatively better
maintained in spite of a consider-
able volume of repatriation. As
rates became more attractive,
many institutional purchasers
viewed with greater favor me-
dium and long-term obligations.

Effect of Higher Interest Rates

The higher level of interest
rates had a very noticeable effect

on new issue markets. The sev-
enth series of Canada Savings
Loan bonds with a term of 10
years and 9 months were issued

to yield 3.44, if held to maturity,
as compared to 3.21 offered by the
sixth series in the fall of 1951,
Provincial and Provincial Guar-
anteed issues carried coupon rates
that had not been seen since the
early ’30’s, ranging from 4 to
434 %. Municipalities in particu-
lar found their borrowing costs
considerably higher and today, re-
turns available range from 4% to
511 % depending on term for the
high and medium grade issues. In
the Corporation field yields rang-
ing from 4% % to 5% % were ob-
tainable on new bond and deben-
ture issues of good corporate
names.

The large volume of new fi-
nancing which has taken place
during the earlier months of this
year, has for the most part been
done at the levels indicated above,
and there is little sign of any
present change in the yield pat-
tern.

During recent years, many com-
panies have raised part of their
capital requirements through the
issue of convertible securities.
Practically all of these issues,
whether bonds, debentures or pre-
ferred  stock, have met with a

ready reception on the part of in-
vestors. Many of these issues sub-
sequently sold at substantial pre-
miums, reflecting the strength
prevailing in the stock market.
Some have presently lost much of
their glamor and romance price-
wise as their premium value is
definitely related to the equity
market, and it is only too true
that markets decline as well as
advance.

Canada’s fiscal position contin-
ues to be strong and from the
viewpoint of other nations, envi-

ably healthy. As a result of budg-
etary surpluses in recent years
—the most recent being $48 mil-
lion and the seventh in succession,
a reduction of 17% in the net debt
position of the country has been
achieved since 1946. On a per
capita basis, the extent of this
reduction is 31%. Compared to
1946 when our net debt was equal
to 113% of our Gross National
Product, today it is 48%. To put
this comparison in more realistic
terms, the Minister of Finance

A

Canadian Government, Municipal
Public Utility and Industrial Securities

Montreal, Que.
Quebec, Que.
Halifax, N. S.
Saint John, N. B.

Canada-wide service, with offices at:

Toronto, Ont.
Ottawa, Ont.
Hamilton, Ont,
Charlottetown, P. E. 1.

Winnipeg, Man.
Calgary, Alta.

Edmonton, Alta.
Vancouver, B. C.

said in his budget speech this year
“our 1939 debt represented 31
weeks of the nation’s output, in
1946 it was about 60 weeks but
today’s debt could be covered by
the product of 25 weeks’ work.
The real burden of our debt has
been considerably more than
halved over the past seven years.”
This situation can only obtain on
the basis of existing prices and
high labor productivity.

The budget for 1953-1954 in
providing a much needed measure
of tax relief, both corporate and
personal, reflects the high level
of business activity of the coun-
try and the anticipation that this
will continue during the current
year. Tax reductions to the extent
of some $250 million were pro-
vided in the budget, and were

based upon an expected increase
of 4% in the Gross National Out-
put. Aside from the reduction in
personal taxes, effective July 1
and equivalent to about 5% %
across the board for the calendar
year, the decision of the Govern-
ment to provide a measure of re-
duction in corporate taxes and to
increase from 10% to 20% the tax
credit against personal income tax
of dividends received from tax-
paying corporations was a further
step in the right direction. As a
result, many dividend paying
stocks have found new favor on
the part of ‘security buyers.

In view of the extent to which
capital expansion must be fi-
nanced from retained corporate
earnings as well as the invested
savings of individuals, it is ex-

Continued on page 28
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L. J. Beaubi

Ottawa; Jean T. Gendron,
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The Canadian Picture

ceedingly important that taxation
be kept to a minimum after due
provision for the |country’s pres-
ent social and defense obligations
but reductions should be made at
every opportunity,

Foreign Investment Organizations
Attracted to Canada
Tangible evidence that our coun-
try still remains a fertile field
for investment is shown by the

Is Still Bright

interest of foreign investment or-
ganizations. Attracted by the
growth potential of Canada, a
number of foreign investment
trusts—of British, Belgian, Swiss
and American. origin—established
a base of operations in this coun-
try in the last two years. Thanks
to a more lenient attitude on the
part of the United Kingdom
Treasury Office, British capital
was also more active, primarily in

O’BRIEN anp WILLIAMS

MEMBERS
MONTREAL STOCK EXCHANGE — CANADIAN STOCK EXCHANGE
INVESTMENT DEALERS' ASSOCIATION OF CANADA
ASSOCIATE MEMBERS
AMERICAN STOCK EXCHANGE

132 ST. JAMES STREET WEST

MONTREAL

CABLE ADDRESS “BRIENBANK'

TELEPHONE HARBOUR 17211

Drinkwater Weir & Co. Limited

Investment Securities
Members of

The Investment Dealers’ Association of Canada

233 Notre Dame Street West * Montreal * Harbqu'; 6101

Oswald & Drinkwater

Members
. Montreal Stock Exchange
Canadian Stock Exchange
The Toronto Stock Exchange

233 Notre Dame StreetWest * Montreal * Harbour 6101

RES

'

the field of direct plant invest-
ment. In view of the part British
capital played in the early growth
and development of this country,
this increased inflow will be given
a welcome reception.

As an indication of the stature
to which this country has grown
as a trading nation, Canada’s 11th
chartered bank was incorporated
under Dutch banking auspices.
Having in mind the world bank-
ing experiences of the sponsors of
our new chartered bank, the es-
tablishment of its operations in
Canada will broaden the accom-
modation necessary to facilitate
the flow of international trade.

Today attention in Canada is
largely focused on two much dis-
cussed development which will
have an important effect upon our
future economic growth:

(1) The export of natural gas

from the Western Provinces.

(2) The construction of the St.

Lawrence Seaway.

It is to be hoped that some de-
cision regarding these projects
will shortly be reached. Particu-
larly is this true with respect to
the natural gas situation.” Esti-
mated reserves of approximately
10 trillion cubic feet of gas appear
to have reached the point where
definite consideration should be
given to export permits by the
Western Provinces. Large amounts
of capital which are now frozen
would become more fluid, further
oil and gas drilling operations
would be encouraged and risk
capital would undoubtedly be in
greater evidence, The expendi-
tures involved in either of the
above-mentioned projects will call
for a program of major financing
and should result in benefit alike
to Canadian business and con-
sumer.

What About the Future?

To review the past and discuss
the present situation takes little,
if any, imagination but to assess
the future is a much more hazard-
ous undertaking. As we approach
the end of the first half of 1953,
it would appear that the tide of
prosperity, while still relatively
high, could possibly recede to a
lower level. Early estimates sug-
gest that employment and income
of labor will continue this year
at a most satisfactory level. To
‘assume that the present degree of
prosperity and rate of growth will
‘continue without interruption can
only be wishful thinking. Prog-
ress and expansion are seldom
charted in a line straight up-
wards —the line is more often
subject to up and down move-
ments.

‘

Should a recession in general
business occur bringing with it a
period of deflation, followed by
policies of monetary expansion,

the fires of inflation whose em-
bers have been smouldering, could
once again burst into flame.

The long-term prospects for
Canada, assuming there is no war,

‘are distinetly ‘bright. A perusal

of the Paley report servesto
show the demand that may rea-

sonably be assumed to exist over

the next 20 years for many of the
basic raw materials that Canada
has in such abundant supply. As
is now the case, our best cus-
tomer for the raw material will
likely be the United States.

A major question of today is
“what are the prospects for world
peace?” Should peace become a

reality 'in the final analysis the
results can’ only bé constructive.
Confidence would be restored,
more long-term planning would
be undertaken, and world trade
would be greatly facilitated and
expanded. ‘

With international tensions de-

«veloping along new lines and in

different areas, the world situa-
tion is still characterized by many

uncertainties and misgivings. De-

_spite the different sentiments now

expressed by the Kremlin, the
Western World would be unwise
to, drastically curtail any defense
plans presently underway, unless
with the .full ‘assyrance and
knowledge that sincerity of intent
prompted the more friendly state-
ments and overtures that have re-
cently .been made. Eternal vigi-
lance is still the price of safety.

pillion, O
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Guy Brunelle, L. G Beaubien & Co., Ltd., Montreal; Hal Murphy, Commercial & Financial Chronicle,
New York City; "Dutch" Fisher, Walwyn, Fisher & Co., Toronto

Continued from page 7

Effective Public Relations

eral public will be receptive to
such technical information.

The real goal is not.an under-
standing of techniques, but an un-
derstanding of the reason for the
existence of a business. What we
really want people to know is the
sort of services we are providing
for the community as a whole, If
those services are good and peo-
ple know about them, it will fol-
low that the community will give
us a fair hearing in the event ot
criticism.’ I would suggest’ ‘going
so far as to set these down on
might in time spread to. the

. paper as “talking points” for your
membership at.large. Dissemina-
tion will not only be in your own
interest, but in the general public

interest, the final test for a public
relations activity.

So much for the three great
essentials—accurate self-apprais-
al, accurate evaluation of the
audience and a clear definition of
the objective. As I mentioned
earlier, I'm in favor of making
this fundamental appraisal peri-
odically as a check both on one’s
self and one'’s programs. It is the
best and cheapest insurance avail-
able, and you've done me a favor
by making me take another look
at my own situation.

Job for Whole Organization

When it comes to specific pro-
grams, we again find a premium
on appraisal and analysis. Of
necessity, public relations is a re-

sponsibility of the whele organi-
zation, not just a committee or
department, But is it working that
way? Is each unit doing its appro-
priate part? And are the respon-

sibilities properly allocated be-
tween units of the association or
company?

And how about the cooperatlon
of your people with the com-
munity, with the press, radio and
education? Can teachers count
on you to answer their questions,
help them with literature and
talks? Can newsmen get the
answers to their quéstions quickly
and accurately or do they meet
with “no statement?”

I suspect that there is no area
in which there is more confusion
than that which comes under the
heading of “press relations.”

It is always gratifying to get
favorable press comments and
because of this, there is a tend-

Continued on page 30
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James Richardson & Sons, Kingston, Ont.
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W. G, Pepall, Bell Gouinlock & Company, Limited, Toronto; W. H. Price, Price, Evans & Co., Toronto;
Edwin F. Peet, Burns Bros. & Denton, Inc., New York City; Gordon C. Wilkins, Mead & Co., Limited,

Montreal; J. A. Leddy, MacTier & Co., Limited, Montreal
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Effective Public Relations

ency to judge the success of a
P.R. program by the quantity of
press clippings you receive. )
There are two thihgs wrong
with this approach. First is that
the size of your press clipping
bundle is a measurement of the
amount of news you are making,
not necessarily of your progress
in adding to public understand-

ing or your success in giving
newspapermen what they need.
Second, the definition of “news”
is decided by the readers. Unless
there is a considerable interest
in what is going on in your busi-
ness, an excellent press relations
program may bring in a relatively
small number of clippings.

Specializing in
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Measure of Success

Consequently a far better guide
to the success of your program
than the amount of press and
radio space you get is the way
it is being filled, Does it reflect
public criticism, indicating mis-
understandings simply reported
by the press? Does it accurately
reflect the worthwhile services
you provide the community? Do
you respond vigorously to unfair
public criticism with facts and
figures and forthright statements?

In short, do your press refer-
ences indicate that you are mak~
ing yourself understood to the
public and to newspapermen? If
so, regardless of the number of
references, I think you can say
your press relations are sound.

Now, I feel pretty guilty, saying
so much about the press when
there are much better authorities
present. I know that Guy Cun-
liffe, Fraser Robertson, Paul
Deacon and the other gentlemen
who represent the press here can
certainly tell us how we in busi-
ness can improve our communica-
tions. All I wish to stress, as a
former newsman, is that we
should not judge our press rela-
tions on the basis of the quantity
of our press clippings. Quality, as
I'm sure these gentlemen will
agree, is the better yardstick,

This mention of quality brings
me to a short digression which I
would like to make. Since I
knew you planned to devote the
first half of this morning to a
discussion of the projects which
you have in hand, and since I
am only generally familiar with
your program, I decided that it
would be far better to leave
comment on specific projects and
techniques to the open forum and
the many competent judges whom
you have present. However, I
certainly must congratulate you
upon the excellent quality of all
the material which I have seen
and upon the vigorous and un-
derstanding approach which your
officers, your committee and the
members of your permanent staff
are making to public relations
and the allied fields of employee
information and of public edu-
cation. I know you have
sound advisers and that you have
had a great deal of success. An
attitude which permits the kind
of analysis you are doing today
is, in my opinion, the best assur-
ance of continued success!

But to get back to reporting,
a great many people are inter-
ested in your business and mine.
And there are other people whose
job it is to satisfy the public
curiosity and interest. This job

of informing the public is per-
formed by writers, teachers,
preachers, artists. They have a
difficult job to do. Helping them
do that job is the most satisfying
and rewarding form of public
relations work I know. If you
can provide help to a hard pressed
teacher or professor, get the
missing fact or figure for a re-
porter, get somebody to go on
the air when the broadcaster asks
you, then you will almost cer-
tainly develop sound and healthy
public relations. Anyone who is
really assisting educational peo-
ple (I am using “educational” in
its broadest sense) to do their
job will have no real P.R. diffi-
culties.

Key Principles in Public Relations

Now I feel that I have been
talking mainly about basic prin-
ciples, something which you can’t
over-emphasize, but not always
the sort of thing that leads to
active discussion, Let me sum-
marize by setting up a sort of
public relations check chart, to

use a lubrication phrase. Inci-
dentally, it is a wonderful thing
to be able to ask these questions

unhampered by any real knowl-
edge of your operation and with-

out responsibility for it! It is a
delightful situation! But here are
some of the key points that any-
body involved in public relations
needs to look at regularly:

Have you clearly defined the
basic services which you pro-
vide to the public—in effect,
why you are a desirable and
important part of the commu-
nity? What is the social and

economic contribution of your
business to the general public

welfare? Why should people
like and support you?

Have these definitions been
translated into terms that have
meaning for the individual?

Have you communicated these
throughout your association as
a basis for public relations
activity?

Realizing you cannot reach
everybody directly, have you
figured out just which members
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of your community are logical
persons to receive your story
and communicate it to others?
Have you “defined your
public?”

Do you make available to
employees who should receive
it, the material produced by
your own information group,
such as your own house organ?
Do you emphasize the impor-
tance of reading, and acting on,
this material?

THE COMMERCIAL and FINANCIAL CHRONICLE

Can you get answers for the
press and others? Have you a
facts and figures group set up?
Do you see that questions are
really answered, with useful
information?

Are individuals designated as
information contacts for the
press and others?

Do you have speaker’s panels
in each province with up-to-
date, interesting speeches?

Continued from page 10

Gigantic Strides

of

Canada’s Banking

000 accounts in all, one for every
adult Canadian, and ample evi-
dence of the confidence the Ca-
nadian people have in their bank-
ing system.

To take care of the increased
volume of business and to main-
tain the high level of service that
the Canadian people have come to
expect, bank staffs have increased
from 26,000 to 48,600 in the last
10 years. During the same period,
total annual payrolls of the banks
have increased from $41 million
to $109 million, merely one item
in the over-all cost of running the
banks. The scale of remuneration
to individual employees has im-
proved greatly in recent years.

Competition, a Driving Force

"The opening of 700 new
branches in the past 10 years illus-
trates clearly that competition
among banks is a driving force in
the Canadian banking system.
There is a tendency in some
circles today to belittle competi-
tion in the business field, to
thwart it and subdue its compel-
ling force in one way or another. I
hope this philosophy never enters

the Canadian banking picture be-
cause, if it does, the Canadian
people will be the losers. As I
look around this table today at
the general managers of the other
banks, I realize there is not cne
who would not be glad to take
my best account from me—and I
would willingly take his, if I
could.

It is this healthy competition
that has driven back the physical
frontiers of banking, encouraging
us to follow the pioneers into
newly-developed areas. It has set
the pattern for branch openings in
areas which, without a branch
bank system, would lack the re-
sources, and perhaps the popula-
tion, to support a purely local
bank.

There is now a branch bank for

every 3,840 Canadians— men,
women, and children — and
whether they live in a big city or
a rural hamlet, they have the
same wide range of banking serv-

ices. Whether it is a small branch

or a big one, and no matter where
located, all the resources of -the
bank it represents stand behind
it.
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Banking is an ancient and hon-
orable profession, one that has
changed in degree but not in es-
sence over the centuries. It re-
mains one-of the most challeng-
ing of careers because, primarily,

it is a continuing and fascinating

adventure in human relationships.

I sometimes- think that banks |
make a mistake by continually @

emphasizing the security that em-
ployment in them offers.
tainly we offer security, but more
important, we offer opportunity.
Security in itself does not neces-

sarily attract the right type of | -

young man. Rather, I think, we

want young men who look on |

banking as a career that offers a
good deal in the way of rewards—
pleasant and congenial work, a
place of respect in the community,

and, for those who have ability,
and ambition, well-paid @

drive,
and responsible positions. I think
we fail, sometimes, to sell the op-
portunities that abound in bank-
ing, the continual challenge of
this business, the need for indi-
vidual enterprise and zeal.

I have never seen a good banker
who wasn’t enthusiastic about his
job, who did not regard banking
as a challenge to his mental capa-
cities, who did not realize the eco-
nomic and social significance of

the work he was doing. And I
have never seen a good banker
who was not vitally concerned
with the stability and develop-
ment of his own community, of
the people around him,

Usefulness of the Bankers’
Association

My duties as your President
during the past two years, and my
closer contacts with the perma-

nent officials of the Association,
have naturally given me a wider

appreciation of the useful and im-
portant services they perform. I
have no intention of giving a full
recital of their functions, but as it
is the concern of each individual
bank, so is it the aim of the Asso-
ciation that our banking system
should be appreciated and under-
stood and all its contacts with the
public are related to this end.

1t is probably not generally ap-
preciated by all members how
much work arises from the Asso-
ciation’s standing offer of reward
for information leading to the ar-
rest and conviction of bank rob-
bers. Fortunately, there has
been some abatement of this type

of crime during the past year, but
it is interesting to note that $57,-

159 was paid in rewards and gra-
tuities during that time.

The Association’s educational
work with bank staffs and the
correspondence courses it conducts
in collaboration with Queen’s Uni-
versity and the Shaw Schools are
well known to all of us, At the
end of March, 1953. 2,029 students,
practically all of them employees
of our 10 banks, were enrolled in
the courses which over the years
have proven to be a great value
to the banking profession and thus
to the public.

Perhaps the most important
function of the Association is, of
course, that it acts as a link be-
tween the banks and the govern-
ment in all matters where the
government would otherwise re-
quire to deal with each bank in-
dividually. The same thing ap-
plies in a lesser degree to the
various provincial governments.

I know that we all appreciate
that the relations existing between
the Department of Finance, the
Bank of Canada, and the char-

Cer- |

Louis Mudge, International Bank for Reconstruction & Development, New York City;
Jack Ridley, A. E. Ames & Co., Limited, Toronto

tered banks have been particu-
larly harmonious and understand-
ing. In all matters relating to the
financial well-being of the coun-
try, cooperation has been full and
unstinted.

My last act as your President
is to welcome the prospect of an
11th member to our circle—the
Mercantile Bank of Canada, for
which Parliament has seen fit to
grant a banking charter. This, I
am sincerely happy to do.

In a few moments you will be
electing my successor. I know
from experience that  his two
years of office will not be easy,
particularly as during this period
The Bank Act revision requires to
be dealt with. I know, however,
that whatever his problems, he
will receive from his fellow bank-
ers the same loyal support and
cooperation that have been given
me and for which I am sincerely
grateful.
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