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Introductory Note 

With this bulletin the Bureau commences regular publication of estimates of the Cana-
dian balance of international payments on a quarterly basis. 

These quarterly estimates represent a useful tool for the analysis of economic trends. 
Not only do the figures reveal the existence within the annual data of strong underlying seasonal 
movements, but they also provide a much clearer measure than do the annual statements of effects 
of major economic and administrative changes, which rarely coincide with a calendar year end. The 
quarterly estimates thus permit a clearer as well as a more current understanding of the factors 
at work within the balance of payments than did annual statements heretofore published. This in 
turn contributes to greater knowledge in a wide field of economic intelligence, ranging from ex-
change market analysis to effects of domestic and international economic events as they impinge on 
the balance of international payments and Gross National Expenditure. 

The data appearing in this bulletin have been prepared and are presented on a basis 
consistent with that used in the annual report for 1952 and in the special report on The Canadian 
Balance of International Payments in the Post-War Years, 1946-1952, which is to be published 
shortly. In addition to the comparative data included on the following pages, the latter publi-
cation contains quarterly current account estimates and bilateral data from 1946. 

Estimates of quarterly data of necessity present more difficulties than those encouri-
tered in the preparation of annual statements. While much of the source material, such as commod-
ity trade, is available on a current basis, other items in the accounts are collected on a compre-
hensive basis only at the year end; some of the figures could not, in any event, be obtained on a 
current basis with the accuracy of the annual data. There are also problems of timing in the 
measurement of transactions, in short periods, which lose much of their significance when related 
to the longer period of the annual statements. A variety of techniques, including the use of 
small but carefully controlled samples and of secondary indicators, have been used in the present 
estimates where current data of a comprehensive nature were not available. While it is to be ex-
pected that from time to time significant revisions of the quarterly data may prove necessary, 
the quarterly series will, it is believed, provide reasonably accurate and useful information on 
recent developments in this field. 

Prepared in the Balance of Payments Section. 
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Developnents in the First and Second Quarters of 1953 

In the first half of 1953 Canada's current receipts from international transactions 
were $2,613 million, a decline of $78 million from the total in the similar period of 1952. 
Current payments, however, rose by $356 million from the first half of 1952 to a level of $2,978 
million. These opposite movements in receipts and payments led to a current deficit of 365 
million in the first half of 1953, indicating a net import of capital, in contrast to the small 
current surpluses throughout 1952. This current deficit was fairly evenly distributed between 
the first and second quarters. 

Merchandise trade accounted for $392 million of the deterioration of $434 million 
from the first half of 1952.(1) If comparison is made with the second half of 1952, merchandise 
trade again accounts for the bulk of the change. Merchandise exports, as adjusted for balance of 
payments purposes, fell by $102 million from the first half of 1952, while imports rose by $290 
million. The decrease in exports reflects primarily the steady fall in the prices of exports over 
the past year and a half, and a small decrease in the volume of exports. Import prices fell by 
approximately the same amount as export prices, but import volume rose by about one-fifth over 
the high levels of the first half of 1952.  The terms of trade were slightly  better than in the 
first half of 1952, although there has been some deterioration since the third quarter of 1952. 
The deterioration in the trade surplus was clearly due to the sharp rise in the volume of imports 
at a time when export volume declined to a am*11 extent. 

The disappearance of the current account surplus was due to a fall of 4313  million in 
the current account surplus with overseas countries, combined witti  a rise of 121 million in the 
current account deficit with the United States from the first half of 1952 to the first half of 
1953. The current balance with the United Kingdom showed the largest change in this period, fall-
ing from a surplus of $241 million to a surplus of $42 million. The surplus with other sterling 
area countries fell from $73 million to $51 million, while that with other overseas countries fell 
from $223 million to $131 million. In each of these casee merchandise trade contributed most to 
the deterioration in the current surpluses; the lower trade balances were due to falling exports 
and rising imports, except in the case of other sterling area countries where exports fell more 
than imports. Larger service payments for defence activities wee also of importance in the fall 
in the current surplus with overseas countries. The increase in the deficit with the United States 
was due to a more rapid rise in imports than in exports. Non-merchandise transactions with the 
United States were almost unchanged on balance. 

The distribution of expots changed markedly. As compared to the first half of 1952 
exports to the United States rose moderately, but exports to overseas countries fell sharply. 
The most striking increase in exports to the United States was in non-ferrous metal exports, 
particularly copper and aluminum. The fall in exports to the United Kingdom and other overseas 
markets affected mainly exports of wood products and metals. In part the decrease to overseas 
countries reflects a diversion of exports to the United States, as in the case of aluminum. 
Greater availability of some metals in non-dollar markets and restrictions on dollar purchases 
which were extended in the first half of 1952  were also factors in lowering the level of exports 
to some overseas countries. Exports of grains to overseas countries have continued at high levels. 

The sharp increase in import volume which began in the fourth quarter of 1952 is due 
to the heavy demands in Canada connected with rising levels of consumption and investment. These 
demands Increased the value of imports from the United States and from most overseas countries. 
The increases in imports of textiles, automobiles and parts, machinery and equipment from the 
United States are clearly related to the high and rising levels of consumption and investment in 
Canada. A notable rise occurred in imports from the United Kingdom, particularly in automobiles, 
aircraft and engines, textiles, and electrical apparatus. Defence items did not contribute great-
ly to the increase in total imports from the first half of 1952. 

(1) As used in the balance of payments, merchandise trade is adjusted to exclude such non-cosmer -
cial items as 	effects and items like tourist purchases which are covered elsewhere in 
the accounts. Since 1951, furthermore, payments for defence purchases by goverrEents have been 
substituted for the actual physical movements of the ccsnmodities as reported in Customs trade 
statistics. In the first half of 1953 and the similar period of 1952 the effect of these various 
adjustments on exports was quite small, while imports were decreased in both periods by amounts 
which were not widely different. 
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Changes in the non-merchandise items contributed only $42 million to the change in 
the current account from the first half of 1952; all of this change was in transactions with 
overseas countries. A rise in the value of gold production available for export was more than 
of fet '.y the deterioration on freight and shipping account which resulted from lower earnings on 
ovei seas exports and higher payments on imports. The major factor in the greater deficit on non-
merchandise items was the increased payments on government account associated with Canadats  com-
mitments wider the Colombo Plan and the North Atlantic Treaty, and the costs involved in the 
Korean hostilities. There were comparatively slight increases in both receipts and payments on 
international travel account with the payments balance for the half year remaining unchanged. 
There was also little change in the payments balance on income account largely due to offsetting 
increases in both receipts and payments of dividenda. 

With the emergence of current account deficits the value of the Canadian dollar de-
clined slowly over the first half of 1953. This was in contrast to the rising trend evident in 
the sane period of 1952 which led to the record high values established in the later months. 
The average value over the first half of 1953 was 1  however, slightly higher than the average for 
the corresponding period of 1952. This relative stability of the exchange rate in the face of a 
change to a current account deficit reflects in part the continued large inflows of long-term 
capital as in 1952. The large short-term outflows of 1952, however, have largely disappeared in 
the first half of 1953. 

The dominant long-term capital movement continued to be the inflow for direct invest-
ment in foreign controlled enterprises in Canada, tentatively estimated at 090 million and 05 
million in the first and second quarters of 1953 respectively. Most of this investment come 

the United States, and about three-quarters was related to expansion of the mining and pe-
trolemi industries if associated transportation facilities are included. The remainder of the 
inflow was related to merchandising and a wide variety of manufacturing enterprises. 

The stability of direct investment inflows was not, however, characteristic of port-
folio security transactions which resulted in an outflow of 4 76 million in the second quarter 
following an inflow of $97 million in the first quarter of the year. Over the first quarter 
security trading led on balance to a mmll inflow which changed to an outflow in the second 
quarter when there were heavy liquidations of holdings of government bonds by non-residents. At 
the same time there was a decrease in sales of new issues to non-residents, which had been heavy 
in the first quarter, while retirements rose reflecting the repurchase by the Government of Canada 
of $75 million of the 3 External Loan of 1948. Principal repayments of $24 million on loans 
and credits extended by Canada were somewhat higher in the six months than in the corresponding 
period of 1952. 

Turning to more short-run movements, over the six months there were very considerable 
increases totalling 68 million in Canadian dollar holdings of foreigners. A substantial part of 
this increase is loio'wn to have been committed for special transactions in the third quarter. 
Further inflows of capital of 4107 million resulted from the reduction of official holdings of 
gold and foreign exchange, but the major part of this decrease was related to the special govern-
ment security repurchase mentioned above. AU other capital movements, which include changes in 
international open account commercial indebtedness and in private and chartered bank holdings of 
exchange, although outwards on balance in the first quarter were inwards in the second. 

Some inflow of capital was to have been expected as a result of the increase in 
accounts payable normally accompanying a growth in the value of imports, but other important 
factors also affect this category of capital movement. Private short-term capital movements 
which played a prominent role in the balancing of Canada's international accounts in 1952 did not 
have the same significance in 1953. 

The net capital inflow which took place in the first six months of 1953  added to 
Canada's international debtor position, through the creation of additional liabilities and to a 
lesser extent through the reduction of Canadian assets abroad. 



QUARTERLY F.STIMATES OF THE BALANCE OF PAYM]2TS 

Note: Data for 1953 are preliminary and 

(Millions of dollars) 

	

1950 	 1951 

I 	II 	III 	IV 	I 	II 	III 	IV 

A CURRtNT RECEIF'IS 
1 Merchandise exports (adjusted) 663 788 796 892 815 952 1,044 1,139 
3 Gold production available for export 41 42 39 41 37 43 35 35 
4 Travel expenditures 23 51 152 49 23 51 157 
5 Interest and dividends 13 25 16 37 16 25 19 55 
6 Freight and shipping 63 74 69 78 68 81 96 106 
7 Inheritances and ismiigrants' funds II 14 16 14 14 19 22 22 

11 AU other current receipts 49 65 52 65 65 57 65 62 

12 TOTAL CURRERT RECEIPTS 863 1,059 1,142 1,176 1,038 1,228 1,438 1,462 

S CURR24T PAYMIFS 
1 Merchandise imports (adjusted) 630 795 796 906 946 1,193 1,062 876 
4 Travel expenditures 36 58 79 53 54 74 96 56 
5 Interest and dividends 94 120 77 184 100 96 91 163 
6 Freight and shipping 48 80 91 82 59 93 102 100 
7 Inheritances and emigrants' funds 13 15 15 18 15 17 19 19 
9 Official contributions 1 3 - 1 1 5 - 3 

11 All other current payments 86 93 94 104 99 102 113 109 

12 TOTAL CURRERT PAYMETS 908 1,164 1,152 1,350 1,274 1,580 1,503 1,326 

Balance on Merchandise Trade • 33 - 	7 - - 	16 - 131 - 241 - 	38 • 263 
Balance on Other Transactions, excluding B 9 - 77 - 	95 - 	10 - 157 - 104 - 106 - 	27 - 124 
Official Contributions - 	1 - 	3 - - 	1 - 	1 - 	5 - - 	3 

C CURRERT ACCOUNT BALANCE - 45 - 105 - 	10 - 174 - 236 - 352 - 	65 + 136 

D CAPITAL ACCOUNT 
Direct Investment 

1 Direct investment in Canada + 35 + 	53 + 	89 + 	45 + 	46 + 	75 • 	53 + 135 
2 Direct investment abroad + 	5 • 	17 • 	16 - 	2 - 	3 - 	4 - 	4 - 	9 

Canadian Securities 
3 Trade in outstanding issues + 	8 + 	11 + 295 + 	15 63 + 	1 + 	11 - 	37 
4 New issues + 17 + 101 + 	88 + 	4 + 	26 • 155 + 	76 + 154 
5 Retirements - 47 - 	97 - 120 - 	20 - 	25 - 	37 - 	67 - 	55 

Foreign Securities 
6 Trade in outstanding issues • 11 + 	12 + 	37 + 	10 • 	1 + 	5 + 	5 + 	4 
7 New issues - 	1 - - - 	1 - - 	1 - 	1 - 	1 
8 Retirements + 	2 + 	1 + 	4 + 	1 * 	1 - + 	1 + 	1 

Loans by Government of Canada 
9 0rawings - 30 - 	20 - - - - - - 

10 Repayment of post—war loans - + 	5 + 	3 + 	15 - 7 - 27 
U Repayment of war loans + 16 • 	9 + 	10 4 	16 5 14 * 	8 + 	7 
14 Change in Canadian dollar holdings of foreigners + 67 + 	66 + 131 31 - 	20 - 	13 - 	77 82 
15 Refunding loan proceedB set aside for retirements + 18 - - - - - - 
16 Change in official holdings of gold and foreign 

exchange (increase, minus) - 85 - 	72 - 696 + 131 + 3-10 - 	45 + 	64 - 185 
17 Capital movements, n.o.p. • 29 + 	19 + 153 - 	9 + 	32 • 195 - 	4 - 	95 

E NET CAPITAL ?4)VERFIT + 45 • 105 4 	10 + 174 + 236 + 352 * 	65 - 136 

NOTEI: Mutual Aid to NATO countries is not included in either current receipts or current payments. 

D A minus sign indicates an outfløw of capital from Canada. 

12 Exclusive of undistributed profits. 

14 Excludes holdings of IMF and IBED (D 17) 

15 Both this item and the related retirement (D5) converted at exchange rate in effect at time of refunding, viz. 
$1.00 U.S. - 81.00 Cd. 

16 At September 30, 1950 there were abnormally large ameunts of exchange in transit to the Exchange Fund Account which were not 
included in official holdings of gold and U.S. dollars at that date but are included in item D 16 for the purpose of this 
table. 6xcluded are changes in accounts established by special arrangement with the U.K. under which sterling was acquired 
for codfish sold In European markets and was available for the repurchase of certain funded obligations (entries under D 5 
and D 17). 



data for 1952 are subject to revision 

(i1lions of dollars) 

1 9 5 2 1 9 5 3 Annual 	Totals Four Quarters 
ending 

I II III IV I II 1950 1951 1952 30 June 53 

A 

1,009 1,123 1,049 1.155 916 1,114 3,139 3,950 4,296 4,234 1 
41 35 37 37 48 37 163 150 150 159 3 
24 53 156 43 26 54 275 274 276 279 4 
17 31 22 76 27 33 91 115 146 158 5 
81 93 89 97 71 93 284 351 360 350 6 
17 25 22 17 15 31 57 77 81 85 7 
66 76 75 96 71 77 231 249 313 319 11 

1,255 1,436 1,450 1,521 1,174 1,439 4,260 5,166 5,662 5,584 12 

B 
889 984 936 1,037 1,001 1,162 3,129 4,097 3,846 4,136 1 
62 96 108 70 67 94 226 280 336 339 4 
82 88 95 148 83 98 475 450 413 424 5 
61 94 101 102 65 102 301 354 358 370 6 
21 24 24 25 23 25 61 70 94 97 7 
11 - - 5 9 12 5 9 16 26 9 

100 110 117 121 110 127 377 423 448 475 11 

1,226 1,396 1,381 1,508 1,358 1,620 4,574 5,683 5,511 5,867 12 

+ 120 + 139 + 113 + 	78 - 	85 - 	48 + 	10 - 347 + 450 + 	58 
- 	80 - 	99 - 	44 - 	60 - 	90 - 121 - 339 - 361 - 283 - 315 
-u - - -5 -9 -12 -5 -9 -16 -26 

+ 	29 + 	40 + 	69 + 	13 - 184 - 181 - 334 - 517 + 151 - 283 C 

0 

• 	68 + 	75 + 103 + 	86 * 	90 + 	75 • 222 + 309 + 332 + 354 1 
-6 -15 -15 -28 x x .36 -20 -64 x 2 

- - 	19 - 	51 - 	25 + 40 . 	36 • 329 + 	38 - 	95 - 102 3 
+ 	890 + 161 • 	23 + 	46 + 111 + 	50 + 210 + 411 * 319 + 230 4 
- 	12 - 	41 - 	7 - 	29 - 	25 - 	92 - 284 - 184 - 	89 - 153 5 

+ 	6 * 	2 + 	2 - + 	1 + 	3 +70 +15 +10 + 	6 6 
-19 -1 - - -1 -1 - 	2 -3 -20 -2 7 

- - - - .1 - +8 + 	3 - 41 8 

- - - - - - -50 - - - 9 
- + 	9 - +24 + 	2 .11 +23 +34 +33 +37 10 

42 + 	6 + 	8 + 	7 • 	4 • 	7 +5] .34 +3 .26 11 
+ 	3 • 	2 -66 .46 422 +233 -192 -66 + 	4 14 

- - - - - - +18 - - - 15 

24 -32 -25 _4 +16 +91 -722 -56 _37 .78 16 
- 176 - 188 - 109 - 	24 - 	71 • 	51 • 192 + 128 - 497 - 196 17 

- 	29 - 	40 - 	69 - 	13 • 184 • 181 • 334 + 517 - 151 + 283 5 

N0TS: 

17 This item includes mainly short-term capital nveinents in the form of changes in international open account conercia1 
indebtedness, private and chartered bank holdings of exchange, and loans between private unrelated parties. It also 
includes the balancing item representing unrecorded capital scvements and errors and cissions. 

S For the period of fixed exchange rates ending September 30 1950
' 
 the net capital 	 m vement is often sho exclusive of 

changes in official holdings of gold and foreign exchange D 16) as this Item played the residual role at that time in 
the settlement of all Canada's international transactions; for example in the third quarter of 1950 the current balance 
of -10 and net capital inflow of .706 equals the change in official holdings of gold and foreign exchange of 696. 

x Included with 1) 17. 
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