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In the absence of immediate inflationary pressures
I would not expect any general increase in prices during the
balance of 1958, But this is not something we can take for
granted., It is the duty of all sroups and classes in our
soclety to ensure that the prospects for a sound recovery
are not dimmed by a spiralling of costs or that efforts to
stimilate recovery do not lend strength to a new inflation.
Inflation remains a very real danger against which we must
remain on gnard. ‘ . .

I have dealt with some of the more significant
economic trends which have developed over the past several
months =- with the declining strength of business capital
investment and with the consequences from an employment
standpoint of the slackening of demand. The natural economic
effects of these tendencies have been softened and reduced by
government action on a number of fronts. I have already
referred to the large amount of money made available for
housing., In addition, in line with the governmentts
intention to proceed with a comprehensive programme. of
natlonal development and at the same time to alleviate
current unemployment, a major programme of public works 1is
nov being implemented. ’

Additional financial assistance being given to the
provinces willl enable them to proceed with needed capital
improvements in the provincial and municipal fields. Soclal
security benefits have been substantially increased during
the past year. Benefits under the Unemployment Insurance Act
have been expanded. The Unemployment Assistance Act was
amended so that the federal government now participates
equally with each province in the cost of assistance to
those not drawing unemployment insurance.

Taxes were lowered. The exemption for children
recelving family allowances was raised from $150 to $250 and
for other children from &400 to $500. There was as well a
reduction in the rate of personal income tax. The special
exclse tax on automobiles was lowered by one-quarter and
small businesses were benefited by an cxtension of the
corporate-income ‘bracket subject to the 20 per cent tax .
rate from $20,000 to $25,000. The total reduction in taxes
amounted to $178 million in a full year.

Monetary policy also changed in the latter part of
1957. The money supply was expanded rapidly after mid-August,
and partly for this reaAson and partly because of a reduction
of demand in- certain credit fields, monetary conditions in
Canada generally became easier and intercst rates declined
substantially. Banks have now for some time been in a
bosition to meet all credit-worthy demands for commercial
and personal loans. Market rates of interest in almost all
categorics of borrowing have declined substantially,




