HISTORICAL REVIEW OF WHOLESALE PRICES 681

Section 1.—Wholesale Prices of Commodities.

Subsection 1.—Historical Review of Ganadian Prices.

Until recently the index number of wholesale prices in Canada did not go
back beyond 1890. However, it has now been extended backward to 1867 on
the 1913 base, the added quarter of a century including a very interesting period
to students of price statistics. The average index numbers for every year since
Confederation are given in Table 1. In that table will be noted the high prices
of 1867, immediately following the close of the American Civil War and the Austro-
Prussian War of 1866, and the tendency to declining prices in the years immediately
following. Prices went up again after the Franco-German War of 1871 and reached
a high point in 1872 and 1873, but the crisis of the last-named year resulted in a
decline. This declining trend persisted fairly steadily throughout the 25 years
from 1872 to 1897 and was featured by an inadequate increase in the supply of
gold. The gold sapply of the world did not increase as rapidly as the supply of
commodities, consequently more commodities ¢ould be secured for a given amount
of gold. This gold shortage was accentuated by the demonetization of silver which
ceased to be legal tender with gold and was reduced to the level of token money
by the chief nations. Relief came through the discoveries of gold in the Rand
mines and the application of the ¢yanide process to low—grade ores. The result
was & rapidly increasing world production of gold from about 1890 down to the
outbreak of the Great War, with consequent rising general prices as soon as the
volume of the new gold became a large part of the total stoek. Thus prices increased
from the low point of 75-6 in 1897 to 100 in 1913 and 102-3 in 1914. Afterwards,
the Great War, both through the scarcity of commodities which it occasioned and
the inflation of the eurrency which it produced, drove prices rapidly upward to a
maximum of 2435 in 1920, followed hy a rapid collapse to 152-0 in 1922, This
was succeeded by a slight increase to 160-3 in 1925, The tendency from 1925-29
was downward, although the period was one of increasing prosperity—a condition
normally associated with rising prices.

Commencing in the fall of 1929, a severe economic depression set in which
was accompanied by a drastic decline in wholesale prices. From 1537 for August
of that year the index continued to recede almost without interruption until Sept.
1931, when it stood at 109-3. In the last three months of 1931, the general level
of prices was comparatively stable, with minor advances occurring in October and
November. The December index was 109-8,

1,—Annual Index Numbers of Wholesale Prices in Canada, 1867-1931,
(1913=100,)
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