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1920-1921

The turn into another New Year finds a new
and definite stage reached in the precess of after
the war developments—the stage of deflation. The
process of deflation, cvident first in the great finan-
cial erisis which developed on the Japanese and
far Eastern markets in the early summer, and
spreading thence to the United States, is now well
under way in Great Britain and other countries as
well as in Canada.  This new development of the
year 1920, is due, not to any excess of production,
it is to be remembered, but solely to the fact that
the bases of credit thronghout the whole world
have been insufficicmt to support longer a scale of
advancing prices in commodities without precedent.
What the world has scen in 1920 is not a recovery
from the famine of war but the breaking down of
credit under the post war stram. To Canadians
yarticularly, that fact is both a warning and a hope-
ful sign. It is a warning against over optimisim
in regard to speculative ventures; it is also a sign
that the future may be regarded with confidence,
as ensuing a brisk demand for those fuodstufls and
raw materials in which Canada is rich, when the
present wreckage has been cleared away and the
world’s business got down fo a new bas's. In
Canada as elsewhere, the effects of necessarily re-
stricted credit will not be painless, as a good many
business men are already aware, but it is not too
much to expect that any period of business depres-
s‘on will be a comparatively short one.

The year, now closing has been marked by one
development of great importance, W hich is to some
extent outside the economic scope of this review.
but cannot be overlooked in view of its effect upon
the Domin‘ons future. In one way and another
during 1920, Cariada has continued  notably the
development of the idea of nationhood, with the
privileges and responsibilities incident to the deve-
lopment of that idea. The progress which has
been made in this connection during the last twelve
months is second only to that made during the
war years, and it may be measured by the not un-
important part played by Canadian Ministers in
the recent Assembly of League of Nations at Ge-
neva. Without any manifestation of undue na-

v
tional egotism (to which, perhaps, we are occa-
sionally prone), Canadians can in this connection,
we think, be proud of the part which they have
taken as a nation among nations, in shaping the
development of what, be its shortcomings what they
may, is the most sincere and hopeful attempt which
has been made in history to further the cause of
true conciliation by tuternational action

If economically and financially conditions 1n
Canada are considerably less rosy now than they
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more healthy. In the early months of 1920, busi-
ness generally went booming away gaily somewhat

wera a year ago, on the whole they are probably

inclined to ignore the warnings of bankers and
others as to the capacity of the credit resources of
the country to support further advances m prices.
The bankers took carly steps against the coming
storm, the approach of which was first apparent
in the failure of bank deposits of a more or less
permanent character to keep pace with loans, Ie-
action in certain lines of business began as early
as  May, and developments  since that time are
familiar enough ;—A large favourable fore‘'gn trade
balance reversed ; a constant pressure on New York
funds—accentuated notably in the closing weeks
of the year by the necessity of providing for very
Jarge interest and dividend payments in New York
at the 1st January, large accumulations of stocks
of commaodities at top prices, the development, com-
paratively late in the  year. of a “‘consumers’
atrike,” and consequent upon both these develop-
ments, a certain amount of price centting and very
large inventory losses, bountiful crops, sold maostly
thus far-in the United States at a figure well below
{hat obtained for last vears crops, the tightening
of credit. a summer boom in the Stock I xchanges
in the pulp and paper stocks, followed by a severe
slump in all issues, and finally, though not of the
least moment to the ordinary citizen, a shght,
though relatively not very important check to the
high eest of living.

Summarized in this way, the developments of
the year do not make very cheerful reading, and
there is much in the immediate future which does
not suggest optimism. The early months of 1921
are likely, we believe, to be an exceedingly trying
period for business generally, with a considerable
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