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besides making original contributions, has consolidated all available materials
into this bulletin. \ '

ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS
) FOR CANVADA, 1926-1930

The estimates of the internatlonal balance of payments for the year 1930
are presented herein together with revised estimates for the four previous years. The
most noticeable features of the 1930 statement are the continued reduction in the
volume of merchandise trade, the alteration in the gold movemant and the unfavourable
balance, including all items visible and invisible, of approximately $160 millions.

The obvious inference to te urawn from these faciors is that (Canzda has continued to
recelve foreign capltal imporis. on balance; either in the form <f lcans directly float-
ed abroad or as foreigu investments in Canada or both. This inward movement of capital,
vhich recommenced in 1929, 1s in marked contrast to the export of capital which took
place 1n differing degrees in the period 1923-28, under the influence of a succession

of favourable balances of current payments.

Analysis of the individual items of internmational receipts and payments for
1930 reveal 1little of significance. Debit balances were shown by freight payments
($32 millions), interest payments ($184 millions), immigrants! remittances ($9 millions)
and movements of gold and subsidiary coin (414 millions), to name only the more important.
Credit balances were indicated by the tourlst traffic, Canada's principal invisidble ex-
port (3166 millions), insurancaz services ($7 millions) and smaller net gains on account
of government receipts, reparations, immigrant capital, etc.

More significant, of course, are the alterations in the various items in
the statement as compared with the estimates for the previous year. Ilere the tremendous
chanzes wrought in Canada's international transactions in goods snd services by the
world depression which began al the end of 1929, and by the difficulties involved in the
marketing of whedt, are apparent.

Merchandise exports fell from. $2,200 miliions in 1929 to $900 millions in
1930, using approximate “igures. The causes of this decline are too well understood
to detain us heres added tc the difficultiies of marketing the wheat at remunerative
prices, Canada was naturaiiy affezted by the downward trend, werld-wide in 1its incidence,
of the prices of all products, particularly of ithose primary and agricultural cémmddities
of which our exports are so largely ccmpbeed. ¥n actual fact, = preliminary investiga-
tion would appear to indicate that the decline in the value of exports for 1930, which
is general to the whole list of commodities as well as to faim products, is largely
a price decline. That is to say, if we ecliminate the fluctuations in prices by revaluing
the quantities exported in the fiscal year ending 1931 at the export prices prevailing
in the previous fiscal year, domestic exporis wouid show a decline of only 13.3% as
compared with a decrease based on declared values of 28.6% (or roughly 25% for the
calendar year). (1)

(1) See preliminary report on the Trade of Canada, 1930-31, published by this
Bureau.
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CANADA'S ESTIMATED BALANCE OF INTERNATIONAL PAYMENTS, 1926-1930.
(3000's omitted)

(b) errors and omissions,

AS 25 s 2.9 iR § 1929 i 30
Bxports  Imports |Exports |, Imports Exports :Importis ‘Bxports  Imports  Exports . Imports
Visible Visible :Visible - Visible Visible :Vieible .Visible .Visible ,Visible  Visible
and ;and ' and ‘and .and 'and ‘and : .and ' and
_ Invisible Invisible| Invisible Inviwible ! Invisible . InvxslbleianLS{Eip Invisible! x““??ihk?tlﬁi¥$1bl‘
¢ - ) ‘T;" F) e ¥ R ¢ S B ; ¢
1. Commodity Trade - Recorded : l I ' l : ’ f
merchandise exports and imports 1,283,939.1,008,342{1,238, 782 ! 087 118 1 3 TS 246'1 222 318;1 208, 338 1,298 993 905,370 . 1,008,479
Deductions for settlers' effects > l :
und other nen-commercial imports 12,326 -21,174}) -11, 020: -22,504° ~-10, 926‘ -21,395¢ =11, 679, -24,614; -10,957 . -23,814
Unrecorded imports of ships - i 24 L 1,860, - ; 19,230 - I s 420: = ) 7,470
H I !
Real Total of Commodity Trade 1,271,613 986,592 1,227,762i1,066,474i1,363,320¥1,220,153 1,196,659;1,293,799} 894,413 i 992,135
2. BExports and imports of gold coin, i é ; ! { ; f
bullion and subsidiary coin 8Os TaR 47,226 64,231 34,257 ¢ 10?,614! 39,659 50,598 | 3,746 2 BT 39,062
" 3. Freight payments and receipts n.o.p. 88,714 106,288{ 189,826! 109,140 88,266/ 115,433| 85,541 130,855 68,615 100,908 '
4, Tourist expenditures 201,167' 98,747| 238,477 108,750} 275,230! 107,522; 309,379 121,645: 279,238 - 113,252 °
5. Interest paymsnts and receipts 55,452, 223,639 64,885| 235,052: 80,966 246,916 o, 8861 258,907, 88,220 @ 272,386 :
6. Imigrant remittances 15,550 20,509 15,433 22,423 14,421 23,195 14,0361 23,385 14,000 ° 23,000
7. Government expenditures & receipts 11,948 10,863 11,850 10851 ™ 11,808 11,030 1X50 1 1Nk 300i 11,750 | 10,379
8. Government receipts, reparations 1,761 - | 4 iagTol - ; 4,688 - 4,325? - 4,000 ' . -
9. Charitable and missionary contri- , : i ~ } } !
butions 814 1,878 8731 1,766 1,373 1,800 900 | 1,800 900 1,800
10. Insurance Transactions 10,835 23,827} 19,194| 29,486; 35,761 28,790' 3% 990| 24,416, 29,483 . 22,138
11, Advertising Transactions 3,143 4,500 4,482 4,800 3,858 5,000 4,000 5,280 4,000 . 6,000
12, liction picture royaltiss S 3,500 - | 3,500 - , 3,160 - ! 3,750 - , ;\.)0
13, Capital of immigrants and emigrents 14,945 14,689 14,5451 12,6117 14,183 11,178 14,147.;  3¥,496; © 11,083 : 9,424
14, Zarnings of Canadian residents : : | f | ! i = ‘
employed in U.S.A. 10,000 - 11,000 | ~ 50 A s 251 725 - 3,696 -
15. Exports and imports of electrical ' ; 5 ; | i !
anorgy (1) , 4,600 89 4,798 87 ' - ST - - - -
L6, Differonce between all sxports : ! ! ‘ . | |
and imports (2) - 228,422 - ! 137,050 = 1 2398 ]S ! . v L. TSR o
n .7 B Ak | JEOE O T —— 1,770,669 1,770,669 1,774,14731,774,147:2,015,824 2 015,824 1,890,381 ? ,890,381 1,594,474 1,594,41.
1) TIacluded in Commodity Trade since 1928. s e
.2) This item represents (a) Canadian capital invested abroad in 1926, 1927, 1928, and foreign capital invested in Canada in 1529 and 1930, and






Tastazs tha Dast illustvaiicn of the special d"ficuitiea presented 4o Zanala

i 1 orices i3 provided by “he follcw1ﬁb table, fThis shows tlat

iKis, in coTren Wisth most countries whose exports are mada up 1arg-1, of primary pro-

2y recelvad a much sreater reduction in the prices of her export comac cdities thas
::mpensating decline ‘n the prices of gdods which are normélly immorted.

INDZC FNMIERS OF BboRT A hboaT Az (2)

(CANADA'S FoRBIGH TRADD)
(Base 1971~100)

IXPeRTS IMPORTS

Calanddr Poar 1926 5. o). iididi 0T 147.0 131.7
1O Dl e Y il okl ot e 44,0 127.0

1928 O S 137‘6 127.3

1929 bedsbesesiiseciadin 13609 122.9

TSR S4¥ ekt semdiise 117.2 115.1

In other words; the purchasing power of Canada's exports showed a marked de-
crense in .930, a fact which helps tb éxpldin thé perdistence 8f the unfavourable balance
i mcrchandise trade which was first displayed in 1929,

At the same time, the actual merchandise balance in 19%0 showed practically
r. :hznge, since imports registered a similar declina of $300 millions from the 1929
tigt of approximately $1,300 millions to $1,000 millions. The excess of imports was
*rzrafore roughly $100 millions, as in 1929,

As in the previous year, no compensation for the unfavourable baiance of
-.nandise payments can bes looked for amongst the "invisibles"; en the contrary the
ot receipts from the tourist traffic were reduced by $22 millions in 1930, and the
~-rincipal invisible payment, that for interest and dividends on foreign investments in
-aada, showed a higher debit balance of $184 millions which is some $13 millions more
vufarourable than in 1923.

This is to be expected in the nature of such payments which represent, in

‘ze measure, the fixed interest charges on bonds and debentures held abread, in which
Imyertant defanlts have occurred. Increasing foreign investments in Canada recuired
‘u increase in service charges. The declining surplus from merchandise exports, out of
w12l a large portion of these payments are ultimately made, created serious probléms
n7? international financing for many couniries in 1930. It so happens that for Canada,
wiwev .r, no insurperable difficulties occurred because of the assistance she received,
cn iohernational account, from foreizn loans and investments.

)
e

vl

Freight payments in 1930 were less unfavourable than in 1929 by $13 millions

ty voagon of the consideratle reductlon in imports from the U.S.A., on which the freight

5ts constitute the greater par% of Canada's total freight payments. Earnings of
¢ ~nadidn residents who cross into the A9 4% "aanly for cmpldvment there registered a
f3ziine of $10 millions as a result of the inactivity of the American automobile business.
“irallv tMe internationsl gold movement showed s net reversal of §61 millionis: more sveci
tice il g, a net export of $47 millibns in 1999 had becomk 4 net immort of 31114» tmillions
IS IS DN

It is this phenomena of gold imports which probably helds withia it the most
{vn.ficant indication of the changing movements in Canadafs injersationil transactions
‘r 2nods and services in 1930. Before proceeding to a discussien ef this aspect of the
«7Lﬂab_on it is necessary to examine the atatements of international transactions for
fof eariier years shown in the table. As previous estimates have pointed out, the chief
fralvve of each of these sarlier statements 18 the regularly recurring net credit balance,
nade - ossible largely by the surplus of merchandise exports over imports, Thus for the
thiss vears 1925-28 the excess of exports over irmorts were $285 milliong, $161 millions
£ *143 millions respec rely.

Correspendingly, the surplus of receipts (visible and invisible) over payments,
¢zc.udirg the movements of short and long term canital, were $228 millions, $137 millions
dnd 4201 millions, It was then argued that since as a natter of practice, and assuming
nefmal exchange movements, there cannot be persistent lack of balance in the international
Ciz caciions of a country, there rmast have been a net outward movement of capital from
Sacaua. Owing to the necessaril; hypothetical character of much of the data which serves
e n dasis for our calculatiors anl estimates;it could not be asserted that the surpluses
M v, ‘uring these years represented the actual net moverent of caplital funds out of
Trrcda. Separate calculatiocns made at the time, however, did sugerest that unloubtedly

QZ? T Teee and Price Indexes 1930, D.B.S.
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the zrowing expost: 6L Canadian ¢anitak, whether in the form of short term inves:izantsa
in Ne» York or Ty %1e purchasa oI forsign sacurities abroad, exceeded the imporiatioa
of foreign capital into £znada.

In 1929 ta2 exports of Canada declined drastically by $167 millions. Imports

in that year on the contrary were increased by 373 millions to a new hizh level, so

that a decided shift in the balance of payments took place. Or, taking inta account the
invisible items as well, a surplus (of all exports) equal to $201 milllons in 1929 became
a defitit of $65 milliond in 1930, involving a real change in the balance of 3265 millions.
This turnover, condidered in the light of the total of Canada's international transactions
(approximately $3,800 millions in 1929) suzgests a transfer problem of some magnitude.
How was it possible for Ganada to continue to pay for her merchandise imports and the
relatively fixed sums dué on the invisible services, at a time when the chief supply of
foreign funds, constituted by the merchandise exports, had diminished so greatly?

That the difficuwliy existed is evident 1f we examine the state of foreign
exchanges. Generally speaking, the foreign exchanges were at a premium during 1929 and
the early part of 1930, the price of New York funds being for a considerable period
beyond the gold export point. Desplte the correstondingly increased cost of foreign
purchases caused by the higher price of foreign exchange, imports, as explained, did not
show any decrease until 1930, when the reduction matched that of the exports. Similarly,
it is guite clear from the statistics shown in the Summary Balance of Payments that the
trade deficit of 1929 was not counterbalanced by an export of gold; on the contrary, the
net outward movement of the metal in 1929 was only $47 millions, a reduction of $20
millions on the net outward flow for 1928. Parenthetically it is interesting to observe
that during this period of restricted bullion gold exports the stimulus provided by the
premium on gold {expressed in terms of the foreign exchanges) was sufficient to divert
the Canadian output of quartz gold to foreign purchasers in the United States instead
of the Canadian Mlnt to which most of it nominally goes. The increase in exports of
guartz g 001% in 1929 was one of more than $20 millions above the normal export of $8-$10
millions.

No such tendency manifested itself in the case of bullion gold and gold coin,
the stocks of which displayed an apparent passivity throughout the period. The only
other source of forelgn funds available to offset the deficit in the balance of payments
for 1929 is, of course, that of foreign capital imports. fhere is only a limited amount
of statistical information as to capital movements, but were all the details known (and
some of the movements are incapable of actual measurement) it is believed they would show
that the net movement of short and long term capital was inward. It is quite apparent
that with the high rates payable for foreign funds in 1929, some diminution must have
taken place in wat had been, until then, a considerable export of Canadian fuads for the
purchase of foreign securities on the New York Stock Exchange, a develorment which came
to an end, in any case, with the spectacular fall in such values in QOctober, 1929. It
is, egually certain that a good deal of the short term deposits held by Canadians in
foreign money markets was repatriated during this period, though here again exact inform-
ation cannot be avallable.

Tie short term funds employed abroad by the Chartered Banks, and kept largely
in New York, fell steadily from 4183 millions at the beginning of 1929 to 398 millions
at the end of the year, a reduction of 590 millions in the twelve month periocd.

Indeed it can be fairly remarked that the Canadian holdings of foreign invest-
ments and short term balances have acted as a shock absorber in reducing the effects of
the mal-adjustment in Canada's balance of international payments during 1929 and in 1930.

For the rest, the nosition has been made easier by the continuation of the
movemant of foreign capital into the country, which, over the whole period, has more than
counterbalanced the diminmution in the supply of foreign funds which resulted from the
deficit in the merchandise and invisible balances of Canada. Thus the table of estimated
foreizn investments in Car- a 2) demonstrates an increase of $233 millions in the total
during 1929, o2 vwhich roughly indicates the Influx of foreign capital. Against that
must be set the corresponding increase in Canadals investments abroad, which rose by
237 millions during the same period.

The net inflow of slightly less than $200 millions of long term capltal, added
to the return of $90 millions of short term foreign balances of the Banks may be sald to
have offset the turnover in the balance of the non-capital items (visible and invisidle)
which amounted, in 1929, as stated, to %265 millions.

(1) See Introduction.
(2) Se=e table under Section 5 - Foreign Investments in Canada.
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Turning %o 193C it is clear from a prelixinary examination of the da-a ralat-
iz %o ~emital movements that while the circumgtances wsre somewhat different,
importation of foreism capital again assumed considerable importance and assist

the maintenance cf ecuilibriwm in the balance of international payments.

the
ad i

T -

There is no evidence in the monthly statements of the Chartered Banks of any
reduction in the short term foreign assets; indeed these are already nrobably near
their necessary minimum, having regard to the normal operations of the Banks.

It has not been possible to calculate the net increase in foreign investments
in Canada during 1930, but from the table below, wiich shows only one nhase of the

capital investment, it appesrs that the interest in Canadian investments shows little
abatement.

TOTAL PU3LICLY OFFZRED CAVADIAN SECURITIES PURCHASED(1)
(et nominal capital,less refunding)

(010,000's omi*ted)

In g.s.g. In Great Britain
$
1926 cvvvivrinennnnnannns ce.  296.59 29.15
[ 17 AP SR, [ Sy | Ty 34.02
p e - A B, o et WRERT 35 99.63
TORE i venineesmoaneyososbapt .69 74.12
F L T PR oar gy - - 1708

Some light is thrown o: the approach to equilibrium in the balance of payments
in 1930, by the change in the direction of the monetary gold movements, or by the state
of Torelgn exchanges, both of which reflect the influx of foreign funds. In tha early
part of 1930 the Canadian dollar was quoted at a slight discount in New York, a con-
dition lasting, however, only until May, when it returned to par. PFrom then onward
the demand for Canadlan dollars in New York was sufficient to maintain tihie exchange
at a premium of approximately one per cent, until early in December. Coincidental
with these fluctuations in the exchange, the gold movement to and from Canada was
slugglish in the first six months of the year, but showed a considerable inward mor ement
in the September and December cuarters, nearly $15 millions of gold coin and bars being
imported in August alone, and a slightly larger amount was imported in the course of
the next three months.

In December, N¢= Yorl balances agaln went to a premium and the net export of
gold was approximately 713 millions in that month. Considering the year as a whole
the imports of gold coin and bullion and other coin exceeded the exports by 313.7
millions, a condition which has not existed since 1925,

In other words, the evidence c¢f the fluctuations in the exchange and in the
gold movements throughout the year would seem to indicate that once the snring seasonal
imports were financed there was no evidence of any maladjustment in Canada's balance
of international transactions. On the contrary, the demand for Canadian funds strengthen-
ed the position of the dollar and necessitated the remittance of gold to Canada from the
United States in the financial markets of which country these influences are mainly felt.

The fact that this occurred during a period when the balance of current pay-
ments (excluding only capital items) was increasingly unfavouradble,warrants the con-
clusion that the influx of foreign capital must have been both persistent and of con-
siderable dimensions.

It is impossible to attempt to correlate the fluctuations in the gold and
foreign exchange movements with the influx of forelgn capiltal. The monthly data of
capital fluctuations, etc., is not available. The tendency, however, is self-evident
and by no nmeans unfaniliar in Canadian economic development.

The response of the zold flows to the relatively slight changes in the forelsn
exchanges in 1930 presents, of course, a prodvlem rather more camplex than the liscussion
above would apnear to recognize., Not all of the inflow was automatic and explainable
in terms of the Tavourahble balance of payments (if capital items be included therein)
and the strength of the Canaldian dollar on forelgn money marlcets. It is eocually possibdle
that purchases of z0ld were made avroad by the Chartered Banks, at little or no profit,
for the purrose of stronztheninz their reserves.

(1) Totals for bYoth countries include 2 small amount of Newfoundland securities
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involves a depletion of the foreinm
telances of Canadian 2anss, would only tacome DSssidle at a veriod when the fore
talances were amle—-wnen, in short, the balance of transfers on international ac
was sufficiently Zavcuralle to Canadd %o susiain these foreign purchasss wizhcus

pressing the extermal value of the currency.

Finally, another explanation of the events of 1930 suggests itself. The con-
siderable degree of interest in foreign investments displayed by Canadian investors in
the last five or six years has already been indicated. Mie favourable state of the
balance of payments throughout that period and the easy money marlzet rates prevailing
would both operate to stimulate an outward movement of capital for the purchase of
foreign securities. For example, the estimated Canadian investments abroad, which stood
at $1,139 millions at the beginning of 1926, had increased to $1,739 millions by
January, 1929, a net increase of $600 millions in the course of three years. It is
quite evident from the fragmentary data which is available that this outward movement
of capital showed a great slackening in 1929, the increase in foreign investments being
less than $40 millions in that year. It is possible (although the estimates to support
this conclusion have not yet been made) that some liquidation of Canadian capital in-
vested abroad took place in 1930, Such an eventuality would terd still further to
facilitate the restoration of that equilibrium in the balance of international payments
which the declining merchandise exports might otherwise have threatened.

DEDUCTIONS FROM COMMODITY TRADE STATISTICS
SETTLERS EFFECTS, ARTICLES AND ANIMALS FOR EXEIBITICN PURPOSES
AND OTHER NON-COMMERCIAL IMPORTS AND EXPORTS

It will be observed in the Summary Estimated Balance of Payments that de-
ductions have been made from the totals of the recorded merchandise exports and imports.
The explanation of these deductions, the effect of which is to reduce the value of the
total trade of Canada by roughly thirty to thirty~five million dollars, is as follows:-

The Canadian irport statistics are stated to include all goods Yentered for
consumption’, i.e., goods that have passed through the customs into the possession of
the importer, whether on payment of duty or free of duty. Rightly so, for our purpcse,
the returns do not include transit trade, nor goods when they first go into bonded ware-
houses. They do include, however, certain imports which are not purchased by Canadian
nationals, but are in the nature of gifts and donations, and similar non-commercial
items for which no international transfer of funds is necessary. Such items must accord-
ingly be deducted from the recorded valus of merchandise imports and exports. Tre 1list
includes, inter alia:- the value of settlers effects, articles to be ex-warehoused for
ships' stores, advertising material presumed to be received gratis, cinematograph films
for which payment is ultimately made on a royalty basis and accounted for separately
in the balance of nayments, donations of articles from abroad, etc. The separate values
of each are abstracted from the trade returns, and the totals deducted from the recorded
values of merchandise imports and exports. In addition, adjustments have to be made for
articles and animals imported and exported for exhibition purposes, an item hitherto
overlooked in our computation of the real balance of merchandise trade.

These latter commodities are imported free of duty, if used for exhibition
purposes, on the understanding that they will be exported or otherwise dealt with within
three months, and are accordingly recorded as imparts ex-warehouses for exhibition
purposes. If these articles or animals are subsequently sold in Canada, a return must
be made, and duty paid, and the commodities are again recorded as imported ex-warehouse
for consumption purposes under the appropriate classification. Io avoid this obvious
duplicatlon we deduct the first value from inports and (in the case of exhibition
animals) from Canadian exports.

The effect of these reductions in the totals of merchandise trade in 1930 is
to reduce the imports br nearly $24,000,000, and the exports by approximatel; $11,000,000.
On the other hand, an ad?:tion must be made to the recorded import statistics to account
for the importatian by Canadian Companies of ships, discussed in the following section:-

Incidentally, it mav ve noted here that, beginning with tha calendar year 1928,
the values of the trade of Canada in electrical energy are included in ths sumnary of
merchandise imports and exports. The separate recording of this item in the balance of
pa;ments {item 15) ceases, therefore, in that year.
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* Uarecorded Immoris oi ghips.

The fact has already Yoen mantioned that the Customs! statistics of immcits
and exports, do not provide a complete account of Canadals purchases and salzs abroad
of commodities. The case of imported ships provides another important illustration of
this, and in the absence of deitalled static®ics, estimates must be made as to the value
of this trade. The only vessels, the purcheses of wiich are recorded in the Cznadian
Trade Returns, appear ¢ be those Smported for use in the coacting tradz from countries
otier than the United Kingdom, the custcms classifications of vhich are as follows:-

(1) "Ships built in any foreign countrr, if British registered
since September 1, 19C2, on application for license to
engag: ir the Canadiin coasting trade!

and

(2) "Vessels, dredges, scows, yachts, boats and other water borne
craft, built outside of Canads Tor -1se in Canadian waters (not
including vessals enzagsd in the coastins trade, nor vessels
in transit between Cunada and anr slace outside thereof).!

Imports of small pleasure and sports boats, skiffs, canoes, launches, etc.--
are all recorded--but the total. under (1) and (2) above are so small ($263,000 in 1970,
$504,000 in 1929) that it is perfectly clear that in this period, which saw, for example,
the purchase by the C.P.R. of several Emress or Duchess liners, the purchases of new
vessels from Great Britain are not included.

It would seem from the customs classification above that all vessels for usas
in the foreign trade, whether produced in Great Britain or elsewhers, are excluded from
the lmport statistics, and =ven :ssels for coastwise service, if constructed in Great
Eritain, ars similarly excluded. Foreign b1ill ships, if entering Canada for use in the
coastal or lake trale must pay Guty and transfer to a Canadian pastof registry, and it
is fairly clear that the recorded imports of ships, which show a negligible amount from
Great Britain and the balance o1 $250,000 from the United States in 1930, are of this
category, ~ forelzn built and for use in coaciwise or lake trade

The great majority of shipping purchases by Conadian companies, i.e., those
of British and foreign censtxuction for use in international trade, and those British
manufactured ships intended for coastal trade, are not shown in the import returms.

The theoretical explanaiion of this exclusion may be that it is a distortion
of the facts to consider ""eme ships ss Canadian imports when they are not physically
imported into Canada and =arn all thsir revenue loutside'! Can i/ international trade.
This explanation, of course, cannot apply to Brltish built ships ilmported for use in
the coastal traffic, It is clear, however, that from the point of view of Canada's
balance of international transactions, such purchases involve a transfer abroad of
Canadian funds. Since we estlrate the earnings of Cangdian vessels as a 'receipt! we
must equally charge the foreign cost of these vessels as a t'payment!.

Similarly old ships purchased or sold abroad are not recorded in the trade
returns and the values (vhich eppea to have been very small in recent years) must also
be estimated.

In the pmast, this Bureau has circularised Canadian Shipping Companies for their
purchases of foreign ships, new and old. TVhat information we have (by no means complete
for all years 1926-30) suggests that the use of the statistics given in the British Trade
Returns relating to 'ships and boats exported to Canada, new, complete! would be the most
s-tisfactory, since practically =2ll new ve~*els purchased by the large Canadian lines
are built under coantract in that country. 'the British figure for 1929 (converted into
dollars) of %19,228,700 compares favmrably with that cbtained from the shipping companies,
and we accordingly use that figure as a measure of the invisible import of ships revising
in the same manner the estimates published for previous years.

The British statistics for 1930 are not yet available, but from information
recpolved from the Canadian companies,we judge that thelr purchases of ships shov a con-
siderable decline on the 1929 figures, and estimate the payments to be 47,470,000 for
that year.






INP02TS WD BCORTS JOF COLD COMM AN EULLION AND SURSIDIARY CODM.

Gold, oI course, is one of Canada's important metal products, and as such
Tigures prominently zmonzst the expori values udder the €las$ification "ol Saaring
guartz, nuggets and mzllion obtained dirsct from mining operations". In addisisz <o
this, however, there is a considerable international traffic, affeciing Canada, in zold
in the form of bullion, bars, and coin, which is not shown in the inerchandise trade
returns. This gold novement arises from the fact that in a country, such as Canada,
vhere the monetary standard is based wpon go0ld, gold has an additional function, -
that of the money metal, of a medium of exchange. In other words, movements of monetary
go0ld are dictated by considerations arising from the  exigencies of the financial
mechanism, by the state of the Chartered Banks' or Dominion Notes' Reserves, by the
foreign exchanges, or, nore comprehensively, by changes in Canada's balance of inter-
rational payments.

The operation of the gold standard postulates the unimmeded movement of
monetary gold internationally. Because of the light which the details of such gold
movements throw upon certain phenomena roferred to above, it is expedient, therefore,
to keep separate record of imports and exports of monetary gold., The earlier discussion
on the equilibrium of the balance of payments in 1930 illustrates the importance of this
Imowledge.

The figures recorded in the Summary Balance of Payrents (item 2) are taken
from the Customs' reports and adjusted slightly for unrecorded gold imports and exports,
and represent the international movement of monetary gold coin and bullion and subsidiary
coin,

0f course, the distinction between exports of monetary and commodity gold in
the Trade Returns is Womewhat artificial, since both fulfil uvltimately the sare purposs,
that of paying for our immorts of goods and services. There can be no valid reason for
differentiating between gold bullion obtained direct fram mining operations and sold
abroad to, say, the U.S. Assay Office at New York, and gold produced in Canada, minted
at Ottawa, and then withdram by banking institutions, for example, and exported to
New York. The export returns for the period 1929-30 provide a significant illustration
of this thesis. The monthly returns for late 1929 and the spring of 1930 show a relative
immobility of monetary gold movements outwards, but exports of quartz gold increased from
an average of $8~10 millions in previous years to almest $30 millions in 1929 and the
Ottawa Mint was for a time relatively idle.

There is. in general, however, a greater degree of rigidity in d%rect gold
exnorts, and a greater sensitiveness in monetary gold movements to alterations in the
balance Of payments. Tor that reasén, it is the movements of tHe latter type which are
most illuminating for the purpose of analysis, and separate retords are therefore kept.

FRIIGET PAYMENTS AND RECEIPTS

Many countries valué theéir imports and exports on a G.l.F. basis, i.e., the
value of the goods at the point of entry into (or erport from) the country, whioh value
will include the cost of freight and insurance, etc., to the national boundary. In
these cases the problem of estimating the freight payments and receipts made to (or
received) from foreign countries does not arise in quite the same form as with Canada
since such expenses are included in the recorded valuations of foreign trade. Canada,
however, values its imports at thelr fair market value in the country whence exported
at the point of original shipment to Canada. The freight charges paid on imports from
this point of original shipment to a Canadian port or bowndary peint are not included in
the Customs Import Valuations, and nust be estimated for inclusion as one of the 'invisible
items in the balance of international transactions. Similarly in the case of exports,
Canada does not value these f.o.b. boundary (or port) but at the point of original ship-
ment, so that freight from this point of origin by rail to the boumdary (or por:) must
also be estimated.

It is obvious that the results of these calculations of freight payments have
a value quite apart from the use to which they are put in the balance of international

payments.

1. Ther provide a more accurate picture- of the real values of exports
and imports, which the present recorded values do not give. Thus,
Canadian lmperis are higher by the amount of freight paid thereon
to United States railroads and to British and foreign vessels which
carry the goods to our ports and boundaries. These exvenses are
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included in the real purchasing price. Yor the same reason,
Canadian exports are higher by the amount of freight earned

by Cznadian railroads and lake steamers, etec., which carry

the goods from the point of origin to the boundary or ports,
and. by the revenues earned by Canadian vessels carrying exports
across the ocean.

Actually, the addition of the estimated freight costs to the
recorded values indicates that Canada's immorts are under-
valued to a greater extent than her exports.

2. The estimates of freight rececived and paid may be applied to
individual commodities with very illuminating results. For
example, t» recorded value of some 17 million tons of coal
imported frc.z the U.S.A. i» 1930 was approximately 47 million
dollars. This figure represeats the price at the mine or point
of original shipment. If we add to this the cost of freight to
the Canadian boundary, an e¢xpense u.timately paid by the Canadian
importer, the value of coal imported is increased to 74 million
dollars. '

3. Finally, the estimates of 'invisible! freight imports and exports
can be used to convert Canadian trade figures to a c.i.f. basis,
for more accurate comparison with the trade returns of other
countrie§n If this were done, the total trade of Canada would be
represented as somewhat greater than the present figures show.
Without this adjustment there frequently appear discrepancies
between the trade statistics of different countries relating to
the same inter-arca trade, i.e., between Canada and other countries.

DESCRIPTION OF MZTHOD OF CALCULATION OF FREIGHT
PATIENTS AND RECEIPTS

During the last few years the Bureau has made a careful study of the problems

inherent in the computation of freight paymeats and receipts and some improvements or
alterations in the methods previously used have been made; revised estimates made back
to 1926 are presented in the present bulletin.

Quite briefly, the freight payments made by Canada to foreigners arise from

the import trade, and can be placed under trree headings.

1)

KT e

Freight Payments madc ° v Cenada.

(a) Freight earmed by U.S. railroads carrying export goods to the Canadian
boundary. This item is easily %he rast important of the 'invisible' freight cal-
culations, by reason of the large percentage of Canada's imports which originate in
the U.S.

(b) Preight earned by British and forcign vessels carrying Canadian imports
from overseas.

(c) Ocean freight paid on imports coming ipgg Canada via the U.S.A. Rail-
road freight expenses in the U.S. on these imports), of course, already included
mder (a).

These three constitute the "payments" or debit items.

Freight Receints by Crnada arc as follows:

(a) 7Frcight earned by Canacian railrnads, cte., carrying exports to the
ports or boundary.

(b) Freight earned by Canedian vessels carrying exports overseas.

(c) Freignht earmed by Canndian railroads on the transit traific, i.e.,
that which is received from and delivered vo foreign connections. For exammle,
the Canadian National Railway moves scveral million tons of American commodities
in bond from the S5t.0lair Diver points tarough Ontario to Buffalo or Montreal.
The carnings on this traffis constitute an invisible freight receipt (coxport)
and vhilc not analogous with the othoar categorics listed above, it is convenient
to incluwde it unuer is gecvinn ¢f the balance of payments. The methods of

~

bk dmatine e wasny vva f {rsiehi savments follows:=



[~




= 2O e
—

R R - 5 . e
Treisiat 22ld ¢ §j.3. railre s ilmports Irom diiS.A.

D

v a
-

e
= 25323

W

The Annual Summary of lMonthly Traffic Reports, issusd by in
of Statistics, lists the 'tonnage of revenue freight received Irom fcraism
connections destined to Canadian points' (16,757,912 tons in 1930). This total,
however, refers only to revenue freight, and will not include the considerable
guantity of coal and some less important comnodities which the Canadian railroads

import for their own uss from the U.S.A.

J ie)

In addition, it apnears that some of the coal imported into Canada
is purchased from American exporters at or near the border, at a price which
necessarily includes freight to that point. The recorded Canadian import wvalue
will therefore include the freight expense. For these reasons, a separate
calculation is made in respect of the freight paid on coal imports, not already
included in the import price.

The assumption is now made that the tonnage of non-coal revenue
freight received from foreign connections represents the total imports via
land from the U.S.A.

This is not strictly true, Some overseas imports at the Atlantic
and St.Lawrence ports, etec., are included herein, but the proportion is
sufficiently small to be neglected (say 5%). The next step is to compute a
weighted average freight rate to be applied to the tonnage of non-coal imports
from U.S.A., in order to arrive at the freight costs. This method of cstimate
is morc likely to yicld satisfactory results than the more normal procedure
of taking an estimated percentaze of the value of imports as the probable
cost of freight, because of the fact that fluctuations in railway rates are
less frequent than alterations of prices.

To cormpute an average freight rate, therefore, a calculation has
been made from figures relating to freight earned by all U.S. railroads on
different commocities, published by the Inter-State Commerce Commission, re-
lating to 1929. Thus, by dividing the "tonnage of revenue freight originated"
into the freight revenue--for each of the more important commodities entering
into the Canadian import trade--we arrive at a freight earned per ton for the
"averagze haul". The rates so obtained apply to 80% of the non-coal freight
actually imported into Canada from U.S. by rail in 1929. The weighted average
was $5.48 per ton, and may be applied to the total tonnaze imported if we
assume that the "average haul" for each commodity on the U.S. railroads
corresponds to the average haul for that commodity to the Canadian boundary--
which cannot be far wrong.

Tais average rate rust be adjusted downwards to make allowance
for several corrections.

(1) Import tonnage from U.S.A. as recorded above is too high
by reason of the inclusion of some ocean imports already
raferred to.

(2) Some Canadian imports from U.S. are bought from wholesalers
at Lake ports or boundary points at a price which includes
freizht.

In order to maze allowance for these facts, the average rate
per ton is arbitrarily reduced to $5 and may be adjusted in
future years in line witii general alterations in freight rates.
Freight paid on 7,960,087 tons of non-coal imports in 1930 is
therefore estimated at $39,900,000.

Freight paid on coal imported from U.S.A.

it is impossible to annly the same method to the calculation of
coal freight because:-

(1) Tae railways' import coal for their own use, the figures for
whiecil are not recordef in thc same return.

(2) Somo imports of coal may be recorded at a price which includes
freignt, as when purchased through a wholesaler at, say, Cleveland
or Bufialo. It would, thercfore, be inaccurate to consider all
U.S. coal imporied as coming direct from the mines, and valuod
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tihe Canadian import returns.

An alternative
rmethod of estimating the freight (not already included in the

price) so paid is to consider it as represented by the
(a) The U.S. value of coal exported to

Canada, which is the value at the boundary or ports and there-
fore includes freignt, and (b) the Canadian recorded value of

coal imported from th

e U.3.

may of course, be a boundary point or Lake port.

, waich is the value at the mine,
or at the point of original shipment in the United States, which

This method of estimate takes advantage of the differences in the
method of valuation adopted by the twe countries, and avoids the statistical difficulty
Using the methods described, the estimate for freight naid to U.S.
railways is derived as follows:-

I (b) Qcean freignt paid to British and foreien vessels carrying imports to Canada.

Imports into Canada from overseas are similarly valued in the

Canadian customs returns as at the point of origin abroad.

If carried in

British or foreign vessels, the freight so earned (net, after deduction for

expenses in Canadian ports) constitutes an invisible import.

COAL
(in thousands of ¢)
1926 1927 1928 1929 1930
Anthracite : y ! |
Exported from U.S.A. i ' i )
(U.5. values) i k0,273 32,130 32,277 32,569 24,075 ©
Imoorted from U.S.A. >
(Canadian values) 29,989 24,130 23,209 22,899 21,154 :
Difference~being )
freight paid 10,234 g,000 8,978 9,670 2,911
Bituminous
Exported from U.S.A. d
(U.S. values) | 52,202 55, 620 50, 128 54,217 49,982
Imported from U.S.A. i
(Canadian values) | 25,443 29,004 24,885 25,882 25,3632
Difference-heing !
freight paid | 26,759 26,616 25,243 28,335 24,619
motal freight paid !
Anthracite & Bituminous , 37,043 34,6016 34,221 38,005 27,530
!
NOY-COAL FREIGHT
(in thousands of tons)
1926 1927 . 1928 1929 1930
Total-'Revenue freight l
recelved from foreign
connections destined
for Canadian points!. 18,466 17,229 18,365 20,465 16,758
Total Coal 10,885 9,382 8,955 9,916 8,778
Total of non-coal 7,58) 7,847 9,410 ! 10,549 7,980
(Thousands of %)
Freight paid on non-coal
imports from U.S. at i , '
$5 per ton. 37,907 ;39,234 | 47,050 | 52,747 39,900
| ! ' |
Estimate Freight paid to E | ' [
U.S. railroads, coal and ! i
non-coal imports ' 74,950 lY},SSO 81,271 90,752 I 67,430
t
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The An=ual Shipping Report (compiled by 4he Depariment of Customs) 1i3ts *he
tonnage of freight, =ztered and cleared, in 3ritish, fereign and Canadian vesssls “a- ine
fiscal year. EHitherto, in makiag the estimate of freight costs, the method was 4o take
the total of British and foreiga carried tonnage (impbrts) which was then multiplied by
an average ocean frelght rate (based upen $7.50 per tén for 1928 and adjusted for other
years in accordance with the Eccnomist Index Number of ocean freight rates). A deduction
of 33 1/3% from these estimated gross earnings was made in order to allow for that portion
of the earnings of British and foreign vessels expénded in Canadian ports. This percentage
vas arrived at as a result of a detailed study,mgde for the year 1925. Statistics of the
principal ports were examined, the actual harbour and pilotage dues paid in each port
being estimated for all non-Canadian shipping. Loading and unloading expense was taken
at twenty-five cents a ton cargo; brokerage and cémmissions at five cents a ton net
register; supplies purchased at ten cents a ton net register; and expenditure by crews
at one dollar a head. The final result proved to be 35% of the estimated freight earnings
for Canadian cargo of British and foreign ships in 1925.

One-third of the gross earnings of British and foreign vessels carrying
Canadian imports and of Canadian ships carrying exports is therefors deducted from gross
earnirgs in our calculation of freight payments and receipts.

Cettain revisions have had to be made in the estimates of the gross earnings

of foreign vessels, although the basic method has been retained. (1) The explanation of
these changes is as follows:-

(1) The figures given in the Shipping Répgfts relating to the tonnage carried
in Canadian and British vessels (the primary data) are ambiguous for our
purpose. The nationality of a vessel is apparently determined by its
port of registry. Certain Canadian-owned vessels are registdred in Great
Britain or elsewhere, and are, therefore, recorded as British ships.

The most important examnle of this is the C.P.R. Line, most of whose
vessels are in this sense 'British!!

The torinage of freight carried by these and any other Canadian-owned
vessels must be(l) deducted from the totals described as "entered in
British and foreign vessels", thereby reducing the debit item and(2)
added to the tonnage of exports carried in Canadian véssels, constitut-
ing d4n additional Mcredit" item in the balance of payments. Extensive
confidential enquiries were made in 1930 amongst Canadian shipping
companies, the C.P.R., Imperial 0il, McColl Frontenac; etc., in order to
discover the port of registration of their vessels in order to determine
the 'nationality' and to find out the volume of freight carried annually
in these same vessels, both of imports and of exports.

As a result of this investigation the figures of inward freight tonnage

carried in British and foreign vessels must be reduced by 104 to offset

the inclusion of Canadian-~owned vessels in the statistics. Similarly

the total tonnage of exports reported as carried by Canadian vessels will
be be increased by 40% to allow for other Canadian vessels recorded as

British.

These alterations reduce the net debit on account of shipping freight inm
the balance of payments by five to seven millions of dollars.

(2) A further refinement of method which has been adopted is to discriminate
between inward and outward freight rates. By taking the figures of
operations asubmitted by the various companies doing Canadien businesg--
figures showing the tonnage carried and the freight revenues reseived, two
wcighted average ocean freight rates were struck for 1928, viz., import
rate $9.65 per ton; export rate $7.07 per tom.

(1) A normal method of estimate is to determine the percentage which the freight expense
bears to the value of goods carried bty vessels of a number of sampled firms in any
one vear. This method is unsuited to Canadian purposes, since "values"™ imported
in British, Canadian and foreign vessels are not recorded. In any case the use of
this method is very dubious in view of the difficulty of making adjustments in the
basic percentage to provide for: (1) chenges in the value of imported and exnorted
gocds—the basic % alters inversely. (2) alterations in ocean freight rates—the
basic % varies directly. The method described above is therefore adopted, witn
slight modifications.
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The ocean freight rates for preceding years (and for 1930),
adjusted in accordsance withilic Economist index number of
freight ratcs are, tneiilore, estimated as follows:-

Year index MNo. Import Export
1926 109.7 $ 10.71 $ 7.85
1927 199.7 10.70 7.85
1928 93.8 9.65 7.67
1929 56.8 9. U5 6.93
1930 ok, g8 9.25 6.78

The differcnce between the import and export rates is explained
by the different nature of the traffic. Exports are bulky and
cheaper %o carry., imports are more compact and expensive. The
distinr cion is especially important in the balance of payments
by reason of the fact that the proportion of tonnage carried

in Canadian vessels appears to be greater in respect of exports,
where the freight rates are lower. The import traffic is more
largely carried by Britisnh and foreign vessels at, of course,
what are more expersive rates.

(3) The Shipping Reports compile statistics of tonnage for fiscal
years cnding in March, while the Balance of Payments is concerned
with calendar ycars. The error involved in the application of
the (for example) 1929 freight rates to the tonnage ascribed to
the ycar ending Mé=ch, 1930, is sufficiently small as to be
negligible:; this factor is therefore ignored.

Applying the computed freight rates to the tonnage imported in
British and foreign vesseis, and making the usual deductions for port expenses, and
for frelght imported in Canadian vessels {recorded as British), freight payments
by Canada are estimated as folliows:-

(Thousands of $)

1926 2927 1928 1929 1930
28,739 33,116 32,167 38,213 32,000%

II (b) Freight Beceipts earred by Cenadian Vessels are similarly estimated--the
basic figure of export tonnage carried in Canadian vessels being increased by
404 to take accouni of those Canadian vessels which would be recorded as
"British", The estinates are as follows:-

{(Thousands of $)

1925 1927 1928 1929 1930
15,580 12,634 12,096 9,311 7,000 (est.)
I (c) Qcean Freight payments made by Canado _on imports via U.S.A. -

Canadian “rade returms show that between ten and fifteen million
dollars worth of imports from overseas enter Canada via the United States.
The freight paid ni. ihis relatively small velume of imports constitutes an
invisible import. The -~ailway freight paid for transit across U.S.A. is
included in the celculation under Section IA. An estimate must now be made
of the ocean fr-izht paid from poiri of origin to the U.S. port, the assump-
tion being that thcss imports are carried in non-Canadian vessels.

Tk~ method uscd was to estimate the tonnage of this trade, this
figure being multiplied by the inward ocean freizht rate for the particular
year. To estirate the tonnage from the recorded statistics of the value of
goods imported into Caznada via U.S5:A., it hus been necessary to make some
rough calcuiation of '”e average vaiuve per ton of all ocean imports into
Canada. The result vuaries from 355 to $o2 for 1925-29. The application of
these values to immoris .o U.S8.A. gives the tonnage required, and this N
figure is multinlied by the freight rate to arrive at the total freight cost -
on these imports.

X This is a rcugh estiratc. ;hlppiﬁg figures for 1930 not yet published: the 1929 :
estimate is therefore rogrly :djusted on the basis that imports from overseas fell ‘
from $405 millions to v)jj miilions, and the frelght rate from $9.45 per ton to $9. 25. 7

avarseas cxparts fell from 3653 miliions to $493 millions, and the rate frem 36,93
pei=hy ton to s o{S»
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5 ay ©e mada to this me:hod- firstiy, the stati
of imports via G I EER y and gndly, the assumpticn
imports via U:8.As are of a similar nature (in res ct (ol 055!
fore, by infersnca, to freight rates) tc those eniaring Canada direct, may Be izvalid,
In point of, Z2c< iZe goods coming via U.5.A. are largely raw raterials frecm= Sou:z

and Central America and the Far East, and are probably worth less per toa than :tza
manufactured goods coming direct to Canada from Europe, ctc.

The total amounts involved are so relatively small, however, that no
adjustments have been made and it is believed that to estimate thls freignt payment
as being equal to 15% of the value of imports via the U,S.A. will be sufficiently
accurate for future calculations.

Freight paid on Immorts via U.S.A.—

(Thousands of $)

Fiscal year ending Imports from Qverseas Qcean Freight
March _ wila MESL A, Paid
1927 $ 12,761 $ 2,174
1928 . 12,118 1,995
1929 11,043 1,890
1930 i 9,850 1,478
1931 8,000 (est.) 1,200

Treight Receints -~ Rail

Canadian exports are valued in the Trade Returns as at the point of
original shipment in Canada. It is necessary, therefore, to calculate the freight
earned by Canadian railways and vessels in transporting commodities to the boundary -
or ports of exit. Therc are, however, one or two exceptions to the general rule !
that exports ate valued as at the point of origin. Some Canadian export commod-
jtics are sold f.o.b. destination and the customs valuation therefore includes
freight to the point of destination. This is the practice; for example, in the
flour and grain products trade, where the export value includes freight to the
ports and somctimes to the foreign destination. In this latter case some allowance
should bo made for freight credited to Canada in the export valuations but actually
carned by British and foreign vessels who carry part of the flour exports. J

! taution must also be exercised in applying the term "point of original
shipmenht". For example, grain shipped from Port Artaur and Fort William via
Buffalo has Port Arthur or Fort Villiam as the point of original shipment; but in
the case of grain shipped from these ports to HMontreal and afterwards exported,
Montreal ‘becomes the point of original shipment for customs purposes, the freight
from head-of~lakes to Montreal being included in the valuss shown in the invoices
from which trade returns are ecompiled. In the first oase, grain carried from
Port Arthur in Canadian ships to Buffalo earns inland freight which is not included
in dustoms figures, and in the second case the inland freight to Montreal is al-
ready included in the customs valuation of exports. TFreight recaipts for grains
and flour and other milled products must, therefore, be treated separately from
the main calculation.

.~ With the above principles for guidance the following methods were
adopted to estimate receipts not already included in customs valuatioms.

(a) Freight earned by Canadian railroads, carrying Canadian exports

(exclusive of grain, flour and milled products)

The Summary of Monthly Traffic Reports compiled by the Bureau shows (a)
tne volwie of railway freight delivered to foreign connections (ports of exit or
boundary points) and (b) railway freight received from foreign connections destined
for foreign points (this is the in-transit traffic, which also brings revenue into
Canada; the estimate of which musi again be a matter of separate calculation for
the reasbns explained below).

The actual Canadian export traffic handled by rail is shown by the
difference between (a) and (b), and amounted to 18,155,091 tons in 1929 and 14,953,-
442 tons in 1930. (Sce table on page 15).

The fisures for wheat and grains, flour and other milled products must
be abstracted from these figures, being the subject of a special calculatianbelow.
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For the remaining tonnage of Canadian exports i% is assumed that the freight paid
tahereon from t2e point of original shipment to tne port or boundary is not imciuiad
in the respective export valuation. Extensive inquiries amongst exporters of wood,
wood~pulp, newsprint, logs, timber, paper, ctc. (which general classification pro-
vided a large proportion of the total tonnage of direct cxport of Canadian goods)
demonstrated conclusively that the invariable custom is to value the exports for
customs purposea as at the point of original shipment which, in most cascs,was the
same thing as the fio.b. mill value. The initiai assumption then, soéMsfairly valid
and is in accordance with the instructions issucd by thc Customs authoritics.

The next step is to apply a flat rate per ton of freight to the figures
of tornage exported for each of the important cormodity classes (excluding grains,
flour, etec.). MThe Transportation Branch of thc Burcau has sclected for cach of
these commodities an export rate, being the through freight rate on the typical
export haul for that commodity. The results obtained by this mcthod are Iikely to
be as accurate as is possible. Flat ratcs per ton do not vary greatly for slightly
longer or shorter hauls, and export rates are generally lower than intcrprovincial
rates, a factor which tends to invalidate the use of the ton-mile rates formerly
adoptcd in this computation. Flat ratcs per ton arc therefore selccted, and tho
calculation has been still further shortencd and simplificd by combining thesc ex-
port rates into a weighted averagc export freight rate which has been applied to
the total tonnage of goods exported (cxcluling, of course, grains and flour). This
average worked out to approximately $4 per ton for 1928-29; in view of the slight
changes in railway rates during “he period, this figure is adopted for all five
years.

FREIGHT RECEIPTS - RAIL

1927 |

i )
1926 1928 | 1929 1930
o !
' !
Total delivered to é i |
Foreign connections - tons | 30,399,334 | 35,410,684 L40,168,070 | 35,160,291 | 28,073,015
Received from foreign con- :
nections dedtined to foreign i
points (in transit traffic) - :
: tons | 15,201,374 | 16,131,481!16,826,459 | 17,005,200 : 13,103,572
Total Canadian Export Trade : !
(A) - tons 115,197,960 | 19,279,203 23,341,611 | 18,155,091 | 14,969,443
Production
(1) Canadian grains - tons - 2,771,254 7,107,479110,886,099 | 6,129,933 | 5,428,93k
(2) Canadian flour and other
milled products - tons | 1,266,505| 1,167,830| 1,425,576 | 1,241,758 902,566
Total exports, grain, flour & ! ‘
other milled products : 2
(B) - tons i 4,037,759 | 8,275,309112,311;675 | 7,371,691 | 6,331,500
Difference (A) minus (B) = : : | ' g
Amount of Canadian exports not l |
specially accounted for - tonsi 11,160,201 ; 11,003,894 11,029,936 | 10,783,400 | 8,637,943
| )
- : | i
Freight Receipts | : ; ' i
At average flat rate of $4 per ! i |
ton on =xport traffic: ! % L !
receipts = 44,610,804 13Uk, 015. 576184k, 119,74 843,133,600 ;$3h,551.772
3 i i i

Py

Trelight receints on exports of zrain, flour and sther milled products

Canadian shipping and railway companies earn large suns annually for the
carriage of export grain but by far the greater proportion of these earnings are

included in the recorded value of exports as already explained.

t is only necessary,

therefore, to take account of the invisible portion sofar as the balance of inter-

national payments statement is concerned.

The following is a list of customs ports

of exit showing the geographical location of the point of original shipment for

grains for nurposes of export valuation in the trade returns:-

Customs Port of Zxit

ilontreal
Quebec

St.Jokn, W.B.

Point of Original Shipment

liontreal

Quebec

St.Jolm, N.B.






Justcoms oot ¢f Txit - (Loa. Poing of Orizinal Stieant = ten:
Eelifax, Xu5 #alifax, ¥.S.
fancayer, 3.0, Vancouver, B.C.
Prince Pupert, B.C. Prince Rupert, B.iCs
temticcck, Que. )
Sxerbrooke, Que.) Hostly Fort William and Port Artaur
St Jolm, hes’ )
Welland )
Niagara Falls)
Bridgeburg ) Georgian Bay ports
Prescott )
Cornwall )

Working on the basis of the foregoing table, and taking into account the
various routes and methods by which the grain traffic is moved, the 'invisible!
items in inland freight payments and receipts for grain are calculated as explained
in the following brief notes:-

Freizht earned by Canadian carriers

1. United States grain in bond from Port Colborne to Montreal, Quantities
obtained from Grain Trade Report. Rates from Transportation Branch,
D.B.SI

2. United States grain in bond from Georgian Bay ports by rail to Montreal,
American Seaboard, Canadian Seaboard, etc. Quantities from Grain Trade
Report. Rates from Transportation Branch, D.B.S.

3. Canadian grain from Georgian Bay ports by rail to border points.
Quantities from Grain Trade Report. Rates from Transportation Branch,
DcB-SO

4., Canadian grain carried in Canadian ships from Fort Willidm ard Past
Arthur to Buffalo. Quantities and rates from Transportation Branch,
D.B.S.

5. Canadian grain from Fart William and Port Arthur by rail to Coaticook,
etc. Quantities from Grain Trade Reports Rates from fransportation
Branch, D.BRB.S.

6. United States grain in transit. This in-ttansit grain is included
in the general in-transit estimate especially compiled and is neglected
here to avoid duplication.

Payments to United States

7. Grain shipped from Fort William and Port Arthur to Canadian ports in
U.S. vessels. Grain Trade Report.

8. Transhipments of Canadian grain from Buffalo to Montreal in U.S.

vessels. Transportation Branch. .

That is to say, the gquantities shipped by the various routes for the

crop years are abstracted from the Report on the Grain Trade of Canada, and placed
on a calendar year basis, and in some cases converted from bushels into units of
120 1bs. to which the rates are applicable. Average Lake freight rates on wheat
are obtained from the Grain Trade Reports and applied to the rclated ®hipments;
rail freight rates are obtained from the Transportation Branch. For the sake of
convenience the net "credit" for grain freight is carried forward to the Summary.
The estimates for grain work out as follows:

GRAIN FREIGHT RECEIPTS

| 1926+ | 1927 | 1928 1929 t 1930
1. U.S. Grain from Pt.Colborne | 5 $ $ $ $
to lontreal i 943,594 12,015,948 [1,908,647| 55Y4,118] Le7,813
2. U.S. Grain Georgian Bay Ports; : ' i

by rail 11,701,796 | 3,601,445 |2,728,08002,148,988|1, 244,612
3. Georglan Bay Ports by rail | 876,826 543,837 6u4g,38Y4; 462,253 436,760
4., Shipments from Port Arthur |
to Buffalo in Canndian
vessels.

5. TFort William and Port Arthur
via Coaticook by rai

: 980,965 €96,122 {1,166,948] 248,091, 274,059

1,455,000 | 661,510 |1,084,050; 422,965 195,337
5,988.182 :szlgjggg |7,5%,109‘3,835.14115.573.581







GZALY FRIIGHT PAYHIENTS
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7. Grain shipped from Port Arthur

L 1926 | 1927 1928 | 1923 1530
| |
to Canadian Ports in U.S. | :

|
s ${' s 8 8
' |

vessels 90,000{ 120,000: 240,000 100,000 Mil
8. Transhipments Buffalo to ' ‘2

r

Montreal [1,005,002J2,772,7u9,3,6u5,7ou 1,040,667 1,115,427
|
|

I ]
1.095.002!2.892,719i3.885.70u 1,140,667 }1,115.1#27

Y¥ET GRAIY FREIGHT RECEIPTS BY CANADA
4,893,180 L4, 6826,213 3,650,405 2,695,748 1,453,154

II. (b) Freizht earned by Canadian vessels carrying exports to overseas has already been ..
discugsed and estimated under Section I /b) above.

II. (c) Freight Receipts from In Pransit Traffic.

The Summary of lonthly Traffic Reports compiled by the Bureau of
Statistics shows, inter alia, the volume of 'freight received from foreign connections
destined for foreign points'. This is the in transit traffic on which Canada can be
said to earn 'invisitlo! receipts which must be included in the balance of inter-
national transactions. This movement of goods in transit across Canada is particular-
ly heavy on the lines running across South Western Ontario between Detroit and Buf falo,.
and on the Canadian section of the line running between Chicago, Montreal and the
New England States: The assumption has hitherto been made that the Ontario in transit..
traffic is carried on purely Canadlan lines, earnihg revenues from U.S. shippers,
all of which will accrue to Canada in the balance of payments.

Actually, of course, the largest part of the Ontario traffic (75% approx--
imately) consists of American traffic passing over American dwned or leased lines;
over the Michigan Certral, the Wabash Railroad and the Pere Marquette. This does
not mean, however, that Canada should not be credited with some freight receipts from
the traffic. The operating expenses of the line are incurred and disbursed in Canadal
the receipts come largely from American shippers. This, then, is clearly an "inter-
national” transaction.

It is necessary, therefore, to make separate calculations in order to
arrive abt:

(a) Freight receipts by Canada arising from in-transit traffic on
American omed or leased lines in Ontario.

(b) Freight receipts bty Canada arising from in-transit traffic on purely
Canadian lines in all other provinces, and on the Canadian National line in S. Ontario.-

Receipts from in-transit traffic are calculated separately for each
province in accordance with the form of the Traffic Report Statistics. The details
given below are for 1929 and indicate the nature of the primary data on which the
estimates are made.

1. In-Transit Traffic, New Brunswick 475,194 tons
Quebec 2,379,078 "

British Columbia 301,600

Other provinces

(negligibvle) o I T

Tofbad -..... 3,176,953 "

2. In-Transii Traffic, Ontario 13,828,247
17,005,200

The tonnage carried under Section 1 (all provinces except Ontario)
was carried very largely on Canadian-owned lines, and is described briefly
on the next page.
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pick: cc='~d from points on the Maine - Xev Srunswi
frontier and éz=eizd back in oy ﬂ’r south, or possibly expor: i S5
it will also iacl=c t ed from the Naw 3runswick ports ("’3"0-:: ::i:
destincd to points in liaine or elsewhero at a through rate. In any case thne naul
is rclatively short, and the froight rate to be adopted is arbitrarily placed at
$1.C0 per ton.
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Quebec: A movement of traffic from the Chicago region across Quebec in
bond, and back into U.S.A. to Portland, Maine, whence exported. The traffic is
largely wood pulp and paper and anthracite coal. There is a reverse movement--
imports via Maine and Quedbec to the American Middle West. Again, for a relativolyr
short haul across the province the freight rate is arbitrarily placed at $1.00 per
ton.

British Columbia: Goods coming from the Far East via Vancouver
transhipped in bond to Chicagb and Eastern American points. ¥or example; silk from
Japan and China, etc., destined for Central and Eastern American points is shipped
in special fast freight trains and pry> 2 high rate, equivalent to passenger tariffs,
of approximately $9.00 per cwt. The actaal details of this commodity traffic (not
shown separately in Canadian import statistics) can be obtained ffom the Foreign
Cormerce and Navigation reports of the U.S5.A. by referring to imports at the ports
of entry under the three regions, St.lawrence, Buffalo and Chicago. TFor 1928 the
imports into U.S.A. of thls in-transit traffic were:

ct.lawrence Ports Buffalo Ports Chicago Ports
Raw Silk .... Lbs. 10,296,465 6,913,234 192
Silk Waste .. Lbs. 467,573 4,988 -
Potal ... Lbs. 10,754,039 6,918,222 192

Total revenues to Canadian railways at $9.00 per cwt. would then be in
the neighbourhood of $1,600,000. TFor the whole of this long-distance in-.transit
traffic an arbitrary estimate of $10,00 per ton has seemed reasonable.

Qntario: The Traffic Reports show in-transit traffic of 13,828,247 tons
for 1929. Cf this it appears that the C.N.R. carries approximately 2,500,000 tons.
The rest of the traffic was carried by American owned or leased lines, principally
by (a) Wabash Railway, (b) Pere Marquette, (c) Canada Southern or Michigan Central.
These American lines have running rights and leases on the Canadian National, out
since the revenues rec~ived from Amsrican shippers are almost entirely spent in
Canada in the form of operating expenses, Wwe are justified in including these earn-
inss in the general category of Canadian freight receipts from in-transit traffic.

As a basis for our estimate we use therefore, the statistics published
in the Traffic Report relating to thc total operating expenses of U.S.A. lines in
Canada, from which we have abstracted those dcaling with the three lines referred
to (which together constitutes 90¢ of thec total of such expenses). Details are
shown overleaf.

A deduction must be made from this total to allow for freight receipts
derived from traffic originating in Canada, which is not in-transit traf fic, and,
therefore, does not mc=it inclusior as a receipt chargeable to foreigners.

Analysis of the reports dealing with freight carried by American-leased
railways in Canada shows that over the years 1925-28, approximately 70% of the
traffic originated in the United States. That proportion, then,of the total operat-
iny exnenses is approoriated as a freight receipt bty Canada.

Pransit Traffic on the C.IV.R.

Statistics in the possession of the Bureau show that the C.N.R. carries
itself approximately 2,500,000 tons of in-transit traific in Ontario. (See table
overleaf). This consisis of commodities moving in bond from Chicago and the Test
cenerally, to Detroit and Sarnia, thence through Ontario to Buffalo, or through to
lontreal (1/6 of the traffic) Zor shipment abroad. These commodities include mainly
grains, flour, fruits and v egriables, dressed meats and packing house products,
antnracite, ores and timber (see Traffic Report - Ontario Section). The average
length of haul is about 300 miles. The average earnings of all Canadian railways
or revconue f“el zht 1ﬂ 1929 mas 1.19 cents per ton mile, or say approximately $3.00
ner ton for tkls pariicular haule This flat rate is therefore applied to the
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tonrnage carriad. JAppended below are the details relating to the in-transit traffis
and the eslimates of receipts for inclusion in the balance of payments, computed

by the methods refarred to.

IN- TRANSIT TRAFFIC
(Canadian and U.S.A.

Leascl Zines in Canada)

T -
|

1926 1927 ; 1928 | i 1929 1930
| ons {

Nova Scotia L71 1.5%9 1,949 | 2,204 2,129
New Brunswick 275.738 39%.19% 385,681 B75,194 4gg LLs
Quebec ! 1,700,762 | 2.056.95( 2,269.&59 2,379,078 | 1,374,737
Ontario . 12,894,410 {13.391,021 | 13.876,051 i 13,828,247 ! 11,038,602
Manitoba 960 1,113 | glo 401 23y
Saskatchewan 14,713 16.565 15.319 18,475 10,289
British Columbia 314,320 291,027 279,160 301,601 189,136
Total tonnage 15,201,374 | 16,131,481 | 15,826,459 17,005,200 ;13,103,572

Portion carried by ‘
C.N.R. in Ontario 903,633 | 2,427.373 2,224,211, 2,500,000 | 2,500,000

TOTAL OPERATING EXPENSES U.S5.A. LINES IN CANADA

Canada Southern
Pere Marquette
Wabash (in Canada)
(Other U.S. railways |
in Canada negligible):

3,060,500 |
5.203,016 |

" $ 14,340,865 :$13.853, 172 514,229,387

%119 93gl
5,453,299 |

|

3,121,628
5.728, 102

3,270,152
5,812,423

415,218,455 ‘412,615,200

2,957,892
5,093, 48k

22,604 381' 22,471, uos 2% 09Ty 4

2&,331,030

{20,666,576

ESTLMATES OF

FZZIGH] HEGSIPTS ON IN-TRANSIT

TRAFIIC

New Brunswick, _ i

(at $1 per ton) . $ 300,000 | $ 400.000] & %00,000! $§500,0d0] $ 500,000
Quebec (at approx- |

imately $1 per ton) i 1,700,000 { 2,000,000{ 2,300,000| 2,400,000} 1,400,000
British Colwetia (at |

approximately $10 i '

per ton.) 3,100,000 | 3,000.000| 2,800,000 3,000,000} 1,900,000
Ontario (carried by

C.N.R. at approx- ‘

imately $3 per ton) 2,700,000 | 7.200.COC{ 6,700,000 7,500,000 7,500,000
U.S5.A. — leased lines { !

in Canada (at 70% of | |

operating expenses) |15,soo,ooo 15,700,000 | 16,200,000 | 17,000,000} 14,500,000
Total estimated receipts )

from in-transit traffic | 23,600,000 | 28,300,000 28,400,000 | 30,400,000 ; 25,800,000

2.

Addendum - CANADIAN RAILROADS CPFRLITONG i) TUE UNITED STATES

The chief lines owned and operato

hrr Canadian railway companies in the

United States are:

1. -~ England.

2. C entral Vermont.

Bie Grand Trunk VWestern Lines.

4.  Duluth, Winnipeg and Pacific.

Easily the most profitable of thes: lines is the G.T.W., wnich covers
the most densely populated area of ilie State of ¥ichigan (Chicago and Crand Haven to
Sarnia). Commodities passing from Caicago Sls:rfr into Canada, and lake traffic
unloaded at Grand Haven, traverse this rout The receipts on these lines, earned

in U.S., may be taken as expended in the Uni tsi States, so that it is not necessary
to estimate the value of this item for inclusion in the invisible freight receipts.
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rred to Canada ars very small and ara amply
covered im onT sspared est receipts and payments, This cass, of
course, is nos zuite analagous with that of Canad:an lines leased by Amarican sail-
vways. The Cazalian Naticnal own the U.S. lines outright and separate statissics
are available. Jizerican railways in Canada are leased lines, the operatiing 2xpenses
incurred in Canada are paid largely by American shippers, and it is neither correct
nor practicable to include these receipts as "interest payments".
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SUMUARY TABLE OF INVISIBLE FREIGHT RECEIPTS AND PAYMENTS
1926 - 1930
(Thousands of Dollars)

RECET?TS
;196 1 1927 . 1928 ' 1929 | 1930
Inland freight receipts ! { g ’
(on non-grain exports) Wh,eh1 1 Lh,016 ! W,120 ¢ b3,134 3h4,552
Inland freight receipts | :
from grain exports (net) , 4,893 ! 4,826 i 3,650 2,696 1,463
Inland freight receipts f ' ’
from in-transit traffic 23,600 | 28,300 : 28,400 . 30,400 25,800
Total rail receipts 73,134 77,142 76,170 76,230 61,815
Earned by Canadlan Ships on .
exports 15,580 ;12,684 12,096 9;311 % 1,000
oL I A S o N, T 89,825 1 88,266 2 85,541 | 68,815
PAYMENTS ! : .
0a imports - to U.5: railways 74,95 | 73,850 | 8L271 i 90,752 | 67,430
' o« N !
On imports - to British and l .
foreign ships 28,739 33,116 I 32,167 38,213 32,000
On imports - on account of |
ocean imports via U.S.As 2,599 2,174 | 1,995 L 1,890 | 1,478
{ 1 | .
Bobial Betiina: . coatua 106,288 | 109,140 ; 115,433 i 130,855 i 100,908

TOURIST EXPENDITURES

The estimates of the sums transferred internationally on account of the
tourist traffic are published annually by the Bureau in a bulletin entitled "The
Tourist Trade of Canada". The most recent bulletin, released in June 1931, contains
the result of a more elaborate survey carried through in 1930 with the collaboration
of the U.S5: Department of Commerce, as to the expenditures of American tourists enter-
ing Canada by automobile. The effect of this inductive enquiry has been to reduce
slightly the estimates of the expenditures of tourists from other countries in Canada,
and tb increase slightly the estimates of expenditures of Canadian tourists abroad.

As was to be expected, in view of the economic depression with its dual
consequence of declining incomes and reduced prices, the gross total of the tourist
trade in 1930 showed a decline on the 1729 estimates. Thus, the estimated expenditures
of foreign tourists in Canada declined from $309,379.000 in 1929 to $279,238,000 in
1930 It is quite possible that in 1930 some American tourists who, in more prosperous
times might have gone overseas,werec diverted to Csnada, attracted by the relative
cheapness of an automobile holiday in this country. This factor may explain the
comparatively slight decline of less than 10% in Ccnada's income from the tourist trade.
Of course, it must be remembercd that until 1930 the volumc of forcign visitors
(particularly from the U.S.) had been steadily increasing as a knowledge of the advant-
ages of a Canadian holiday become more widcspread.

The three groups of Canadian tourist abroad--those leaving via ocean ports,
those crossing into the U.S. by automobile and those eatering the U.S. by rail or
steamer--each showed a reduced expenditure in 1930. The total import of foreign
tourist services, in other words, declined from $121,645,C00 in 1929 to $113,292,000
in 193Q.

Although the estimates made in the bulletin referred to have been incorpor-

ated witiout alteration in the Balance of Paymernts, it must be pointed out that certain
assumptions thereby involved require explanation.






)

(1) Tae 2siimates of cxpeonditurss of overseas visitors in Canada do not inmcl
the omounts paid on ocean transpertation to Canada.
vessels no international transaction takes place, but . a the case of British and foreizm
visitors travelling by Canadian vessels to and from Canada, an invisible raceint of Zumds
1s involved, and an estimate of the magnitude of this would seem to be warraated., Cn
other hand; it is possible that the estimated average zmount spent in Canada itself by over-
seas tourists is already too high since it is arrived at by comparison with the amounts
spent by Canadlans abroad (for .ulch the questionnaire method has already yielded satis-
factor" results)--which sums include steamship expenses. On bezlence, it is believed that
tais "credit" estimate is slignhtly higher than the facts warrant.

(2) The estimate of the expenditures abroad of Canadian overseas tourists takes
into account the purchasc of steamship tickets. In so far as Canadian Steamship Companies
(notably the C.P.R.) carry a good deal of this pansenger traffic no international trans-
action takes place and the "debit" estimate is too higl by that amount.
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“hnere such visiters travel on foreim
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It has seemed reasonable, therefore, to assume that these two defects in
the estimates involve exactly counterbalancing errors, and since they concern only the ocean
tourist traffic, we do not expect them to make any appreciable difference in the net tourist
estimates, in which the Canada~ U.S.A. boundary movement is predominent. ¥or this latter
traffic it is believed that the estimates are reasonably accurate, and we therefore carry
the estimates already published into 'the balance of payments without adjustment, Those in-
terested in the methods used in the computation of tourist expenditures are referred to the
Bulletin mentioned previously.

RECEIPTS AWD PAYMENTS 0F INTEREST AND DIVIDENDS

For a country like Canada which is, on balance, a large debtor nation on
international account, the interest and dividend payments remitted abroad annually are
correspondingly important, and occupy a prominent position in her internmational transactions.
After tourist expenditures the gross movemont of funds on account of interest and dividends
is the greatest of the invisible transfers. A good deal of attention, therefore, has been
given to the problems invelved in making the calculation of the amount of funds remitted and
received annually in the form of interest on foreign inves’.aents and it is believed that the
revised estimates shomn in the Summary Baiance of Payments are more accurate than those
previously published.

More information has recently beccme available, the effect of which is to
require a downward revision in previous estimates of the international interest receipts
and payments. The nature of such information is shown in the discussion of the methods of
estimate used. Briefly speaking, it has been proved that some of the earlier estimates
of the total foreign investments in Canada were invalid and, more important from the point
of view of the balance of payments, the computed rate of interest paid on foreign invest-
ments in Canada has hitherto been placed at too high a figure.

The table below incorporates the revised estimates of foreign (British,
U.S.A. and other countries) investments in Canada. The totals shown as at the beginning of
each of the years 1925-29 do not differ greatly from those showmn in previous estimates, but
some of the constituent estimates have been altered for the rcasons indicated in the ex-
“planations of method given in succeeding pages.

TABLE I. - Estimated Foreign Investments in Canada, 1926-1930.
(000's omitted)

T

0 Jan.1926 {1 Jan.i927 {1 fan.1928 |1 Jan.1929 |1 Jan.1930

Goverament Securities (Dciinion, E "
Provincial, Municipal) ﬁ,157,67o 1,190,772 }1,199,492 |[1,179,027 1,184,670
' Railways 424,726 11,439,642 | 1,504,825 }1,537,924 |1,674,865

Otuer Public Utilities(Heat, !

Power,Tyaction Light & Telephone | 473,625 559.829 593, 94l 573,464 628,230
il 50d Paper & Lusber Industries| 368,565 |, 395,955 | 175.33 510,531 520,248
¥ining Industry ’ 212,005 214,506 226,120 273,912 281,600
Metal Industries | Hus.525 5L2.£40 ”“3.?02 561,966 546,915
All QOther Industries 1 451,932 MHE 633 ' 469, 3u8 490,469 492,376
Trading Establishments l 191,461 200‘510 | 222,503 234,753 250,000
Pinance and Insurance | 154,905 5 9% £ 189.480 192,304 209,022
Lond and Mortgage | 320,000 | 325,000 | 334346 | 338,029 | 338,033
Total Foreign Investment 'J'joh %05 5,491,859 | 5.75%.664% { 5,892,379 | 6,125,959
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It shhuli be nointed out that the general principal adopted in comniling ths
"

avove statemeAt is tiat the total foreizm invesiment in each class of sec::i:y.:r amtane
prise should be considered in terms of the amount of capital ‘employed! and not as <hne
par value of the securities represented thereby. In other words, in estimating the amoun*
of foreign capital invested in the various industrial groups, the method has been to

take the total amount of capital employed in that group as shown by the annual statistics
of the Census of Manufactures and to compute the fcreign share of such capital in the
light of the geographical distribution of ownership of capital stock (bonds, preference
and common stock) in the industry in so far as this factor is known.

Rate of interest paid on foreign investments.

Yor the reason just given, the estimates of the rates of interest edrned by
foreigners on their investments in Canada must be calculated as a return on the capital
employed, an@ not upor the nominal value of such invesimenis. In most cases the rate of
interest paid on the capital employed proves to be somewhat lower than that paid on the
subscribed or nominal capital, which will occur in all those cases where companies have
increascd thelr capital equipment by putting aside money out of profits to acquire further
assets or t6 build up reserves.

To assist in the calculation of a weighted average irnterest rate applicable
to the sum total of foreign investments, it has been possible to take a number of very
extensive samples relating to the 1929 operations of a good piroportion of the firms in
each of the groups of public utilities {other than railways), pulp, paper and wood, mining,
metal, and 'all other! industries. Previous estimates of interest rates have been re-
vised on the basis of ths®e results.

Interest and Dividend Rates estimated as paid on Foreign
Investments in Canada, 1926-1930

{ . 1926 1927 1928 1929 1930

On Government Securities 4,50 4.53 4,%9 4. 48 4.38
Railways 4.08 4,08 4,17 4,11 4,08
Other Public Utilitie$ 3.48 3,00 2.93 2.98 3,14
I'1lp & Paper, and Lumber 2.45 1.93 2.89 2:72 2.92
Yiining 3.45 2.95 3.47 4,08 4,24
Metal Industries 3.53 1 4. 47 ., Ih 4,00
A1l Other industries 5.56 6484 6.70 7.46 8.00
Trading Bstablishments 4.70 4;lo R,uo L6 411
Finance and Insurance 5,22 5.16 .96 5.04 5400
Land and Mortgage 4.85 4.85 k.75 L.gh 4453

TWeighted Average b.15 4,18 4,24 4.31 4,37

The net result appears to be that the weighted average interest rates finally
adopted (and shown in the table reproduced above) are much lower than those used hitherto.
Thes@ rates, which vary between 4.15% and 4.37%, are, roughly, a full percent lower than
provious estimates, and their adontion as the basis for this important calculation would
seem to require some explanation. This is easily given; the results shown are supported
by the conclusion which a process of a priori reasoning would seem to dictate. Thus,
in the first place, it is clear that 63ﬂ of the total foreign investments in Canada on the..
first of January, 1930, were in governmental and railway securities, a large percentage
of vhich consists of bonds vhich pay interest at a relatively low and stable rate.

. Actuallly, the total amount of foreign investment in fixed intercst bearing securities
will c:onstitute an even higher percentage cf total foreign investments, though the exact
figurc is not known.

In the second place, the computed average interest paid is calculated as a
pcrcentage of the capital employed in the various industrial groups and will, as suggested
above, neccessarily be lower than the rates paid on capitalisation, the more familiar
connota.tion.

Talkken together, these two factors would support the use of a series of com-
puted awerage interest rates, vhich are both low and stadble, showing little evidence of
the fluctuating profits which have been typical of common stock investments in Canada in
the last five years.

The estimated amounts of interest paild annually on foreign investments in
Canada 1926-30 have, thereforg. deen reduced by sums varying roughly from $20 - 50 million§
in conformity with the argument stated. A further slight adjustment has been made to take
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account of the interest paid on half the net annual addltion to the foreizm inva
in Canada during the cource of ecch of the years under review.

The following pages are submitted in explanation of the methods by which
the various totals of foreign invesiment in Canada and the rates of interest and dividends:
paid therecon, have been estinaied. ’

Government Securities (Dominion, Prc¢ incial and Municipal)

The Public Accouats of Canaia record the amount of funded debt payable in
London, New York and Canada as at the close of each fiscal year. The amounts outstanding
for London and New York provide a :.ugih basis for the estimate of the British and American
investments in this type of cecurity. Some adjustment, however, has been made in these
totals to take account of ‘he repurchase by Canadians and others of such bonds as mature
abroad, and of the international novement or the government bonds repayable in Canada.
The figures, which relate to the fiscal year, are then adjusted to a calendar year basis.
The details for 1930, given below, indicate e estimated distribution of ownership.

DOMTION GCYEWIENT FUNDED DEBT

Jaavary 1, 1930

Estimated: Held in €Canada «..c.vovv'ivernnennssnnnnnnnns b e $ 1,706,202,867
" " United States of America ............, o G emenesten |5 25 ERSEING
N CREAY BEATAIN o ..oihisan .o X Renenrne * M) aioms adie v ireeeesss wie 270 1T 668

TOtal !o.-o..--no..ol...i." $2'228’128’669

The bonded indebtedness of the provinces is shown in the Canada Year Book
as at the end of their respective fiscal years, the total for the nine provinces in 1929
being $819,517,036. The Rritish ard foreign participation in the total is obtained by
means of periodical enquiries ai the Provincial Governments, and by reference to new
flotations as they occur.
. PROVINCIAL COVERNMENTS FUNDED DEBT

HetiBatcds Hell fn BBoadll . coce - ¢ o ob s S gl TS Fro floE A puemmins ipacaars S~ Ul 906 vénd
"M United States of America ........ ceeresresereseese S 279,992,784

M Great Britain .....0-0.- S S —— N YW 63,279,807

" ELSEeWhere ,....ceve ieeeaues e U S M — 5,541,000

Total seeieceseebbiioaasses § 820,790,407

The total bonded indebtedness of all classes of municipalities are similarly
collated by the Finance Branch of the I'ominion Bureau of Statistics and repreduced in
the Year Book. For 1929 tle total was $7..135,022,889:. An extensive ehquiry kmongst the
mmicipal authorities of (anada rclating to the years 1929 and 1930 disclosed the fact
that the proportion of muaicipal securities owned outside Canada was considerably less
than that hitherto adopted in making these estimates. Estimateés as to the total of
forelgn investments in Government Securities previous to 1930 therefore appear in the
curtent table in a reviscd form, the reduction being approximately $130 millions in the
totals fér cach of the years 1926~729.

MUNTCTPAY )VERNMENTS 30NDED INDEBTENESS

Estimated: Held in Canada ..........- B | M- 1 s - e oo o 3 TS cees $ 773,462,033
. " United Ciales 0f &neliCha o vecivennanons o idaptie sene §  LE5g3Tas04G

" § R TRl o uars o v Sessusiansisusssishil cesresensce.as § 142,598 ,4LY

l ElseWhe.r‘d ------------------------------- Ss v as s ens e $ 5’959’815

Botal o - see - - R ... $1,087,392,438

The estimated foreign invesiments in all forms of Government Securities
of Canada is, therefore, $1.184,6£7,758 as at January 1, 1930, compared with $1,179,027,-
051 for January 1, 1929, ond these totals are carried into the table. Working back from
tae 1929 estimate, the increases er dscreases in foreign dinvestments in this field as
computed at the time can be use. o obtain the totals for previous years which are as
gshown in the table.

Zstimated Rate of Interest rnid on Covermment Securivies.

The Public Accounts record the amounts of funded debt payabdle in London and
New York, together with the interest mayable thereon, wiich can be computed as a percentage
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of tr2 principal of i2e ded% Por sasgh of the years in guestion.

The averags rate paid on the total Sonded debi of the provinces is dasivad
froz the statistics (rezroduced in the Year Book) of total debt and total inte-sab iva

hereon for each fiscal year.

The average rate pnaid on the bonded indebtedness of miricipalities is taken
to be the computed average shown by a small number of cities for which the financial
statements record this information.

Finally, the three averages computed as above were cambined into one weighted
average for each of the years 1925-30, the results being: 1926, 4.50%: 1927, 4.53%;
1928, 4.49%; 1929, 4,LU8%; 1930, L.38%. The seemingly low averages derived by this method
is exg}ainable in terms of the large volume still outstanding of Dominjon bonds at 3
and 334, '

Railways

In accordance with the internretation of the ﬁerm Tcapital invested! adopted
for these estimates, the basic data for the estimate of foreign investment in Canadian
railways is the total shown in the Steam Railway Statistics of Canada under the heading
Tinvestments in road and equipment! and not that of the par value of the stocks and
bonds outstanding.

¥rom this figure, which is published annually, are deducted: (1) an amount
equal to the bonds issued by Provincial Governments on account of grants to railways,
in order to avoid a duplication of this investment, and (2) an amount approximately equal
to the investment in the United States portion of Canadlan lines, this being considered
as an investment abroad of Canadian railways. These deductions made, we have a figure
which represents the ne! amount invested in Canadian railways and not duplicated else-
wnere in the statistics of capital.

In order to obtain an estimate of the British and foreign participation in
Canadian railway investments, information was cbtained from the companies in 1930 as to
distribution of ownershin of stocks and bonds, etc., at the begimning of previous years,
the percentages belng then applied to the net total of capital invested in the railways.
On the basis of this information, the estimates for years 1926~28 were revised and pub-
lished in the last bulletin relating to foreign investments in Canada. The increase in
British and foreign investments in railways during 1929 is estimated teo have been approx-
imately as follows:' U.S.A., $10Y4,691,000; Great Britain, $28,000,000; §ther Countries,
$4,250,000; Motal, $136,941,0C0. ,

fhis accretion, added to the foreign investment as at the first of January,
1929, of 3%1,537,924,000 gives an estimate for the first of Janwary, 1930, of $1,674,865,000:

By comparison, the total capital invested in Canadian railways as at the first
of Januvary, 1930, is calculated for this purpose, as follows:

Total (31 Dec. 1929) as per Steam Railway Statistics ..... dine » seuas. 35, 157, 350000
Deduct for provincial duplications, approximately eecececececencee 100,000,000
Deduct for U.S. portion of lines, approximately ...cccveeverensnee.e 112,000,000

Total 22 alsls oie s sie o o afieislp éoemeBaoevetea $2,9)4»1,350,000

The non-Canadian portion of this total equals $1,674,865,000 or 56.9%4, as
cormared with 53% on the first of January, 1929.

Interest paid on Bailway Becurities.

The Statistics of Steam Railways show both the capitalization of Canadian
railways and, imder Income Account, the amounts paid as interest on funded debt and
dividends, the total of which can be computed as a percentage of capitalization. Since
the capitalization of railways is higher than the capital invested by apnroximately 20%,
the rate of interest actually paid on canital invested must be increased by 20% of that
comutel as paid on capitalization, the results teing as shown in the Sumar; Table.

Qther Public Utilities.

This item comprises Traction, Light, Heat, Power and other forms of electrical
public utility companies, Telephones, and an estimate of capital employed in public
utilities for which complete statistics are not available, such as natural and fuel gas
companies, together with electric stations other than central electric.

It will be observed that the estimatssof foreign investments shown in the
table are hicher (by approximately $120 millions) than those previously pudblished by the
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sau, the explanation beins that an enquiry amongst public utility cormpanies in 1330
evealed the fact that the non-Canalian ownership of capital appears to be aporaximassly
43% of the total, a ssmevhat higher proportion than was formerly estimated. The mesiod
of esilimating the foreign investments as at the beginning of earlier years was to take
the estimate of foreign investment for the first of January, 1930, (computed below) and
to malte adjustments for the net loss or accretion which occurred in previous years by
reason of foreign purchase or sele of investments in this group.

Total investments in public utilities as at the beginning of 1930 are as
follows: 1in Central Electric Stations $1,055 millions (Census of Industry) to which
is added 10% to take in%to account stations other than central electric; in electric
railways, etc., $240 millions (Electric Railway Statistics); in telephone $235 millions
(Telenhone Statistics of Canada); in public utilities not recorded - gas, etc., a rough
estimate of $25 millions; total $1,461 millions, of which the non-Canadian share of
434 amounts to $628,230,000.

Working bacl: from this estimats, the subtraction or addition of the
estimated net increments ond losses in foreign investments in this class during the
previous rears gives the revised estimates of foreign investments as shown in th
surmary tatle. i

Tstimated Average Rate of Interest paid.

An enquiry recently addressed to a number of miscellaneous publie utility
companies elicited the information that in 1929, 40 of such concerns (including the
non~-interest or non-dividend paying companies) paid interest and dividends of
817,547,089 on a total capital employed of $587,697,361, which gives a weighted average
of 2.93%. A smaller sample of 10 companies, the annual statements of which are available
back to 1925, was taken in order to get the trend of interest rates, and the 1929 figure
was used as a basis for a calculatior for other years. The rates so derived are showm
in the summary table.

Puln, Paner and Lumber Industries.

The estimates of foreign investments in this grow of industries for 1926-29
(shown in the table) have been revised to take into account the fact that the previous
asswrptions as to the disiribution of ownership of capital were invalid, the amounts of
non-Canadian capital invested being less each year, by roughly $100 millions, than was
estimated. An exteasive enquiry addressed %o companies in this group in 1930 brought
oat the fact that the ncon—Canadian ownership of stocks and bonds was approximately only
38% of the total of such capital in that year.

The basic data as %o the total employed in the pulp, paper and lumber in-
dustries is given in the annual Census of lManufactures, the figure for the wood and
paper group being $1,152,000,000 on the first of Januvary, 1930. To this is added an
estimate of $167 millions as the amoumt of capital employed in logzing (complete
statistics are not available) and $50 millions as the amount of capital invested in
timber limits, giving a total of $1,369,075,000 for the whole group. Tlese estimates
for logging and timber limites, especially the latter, are somewhat arbitrary, and for
that reason are very coaservative.

The foreizn investment in this group of industries, therefore, being 38%
of the total capital employed, is estimated at $520,248,000 as on the first of January,
1530, and the estimates for previous years are obtained by adjusting this figure in
accorlance with the estimated movements of international capital in this industrial group
2uring each previous year. The results are shown in the Summry dable.

Tstiinated Averaze Rates of Interest paid.

A recent ennuiry addressed to a large number of pulp, paper and wood product
industries elicited the fact that in 1929, 124 concerns paid interest and dividends of
§5,622,45% on a total capital employed of $244,582,736, ziving a weighted average rate
of 2.72%. A smaller sarcling was made of 11 of the larger corporations vwhose financial
staterients are availatble back to 1926 in order to discouver the trend of interest rates,
the averages so nbtained being revised in accordance with the more accuratc estimate for
1929. The rates thus computed (see table) are admittedly lovw (and considerably lower
than those previously adopted as a result of a less satisfactory sampling) but are not
unexnacted in an industry which is particularly over-canitali%ed, and which has been
pagssing throush a difficult period in iis development.






Mininz ond Mineral I-dusiries.

The figures relating to cepitni zmployesd in this group are taxen froa tae
annual reports on Mineral Producticn of Canadua, published by the Bureau. The group in-~
cludes, inter alia, metal and non-metal nining industries, clay products and other
structural materials, and non-ferrcus metal sasliing ¢nd refining industries. The ex—
planation of the inclusion of these non-mining ogsrations lies in the difficulty of
distinguishing between the capital employsd in the actual mining activities and the
processing operations of the same concern.

Turthermore, certain statistics (of capital employed) included wnder mining
are duplicated by inclusion in the sinilar stalistics of the Census of Manufactures
which are used in other sections. Mo aveid this crror they have been deducted from the
total of cdapital employed in the metal industry groum.

The capital employed in the nining industiry on the first of January, 1930,
is shown in the annual report on minirg (as Dec. 31, 1923) at $867,021,000. This in-
cludes capital employed in all operating mines ir the Dominion and <=cludes non-oper-
ating mines, holdings of mineral rigkts, and copital employed for prospecting and ex-
plodation. As estimated of $13.000,000 has been added to the $857,000,000 to cover
these excluded items. It was felt that since such activities often represent capital
investment from abroad in Canada, any statemeni of capital investments should make
some allowance for them.

» An extensi . enquiry conducted in 1970-31 amongst mining companies in-
dicated that the British and foreign shers of capital ownership was 324 or $281,600,000
out of a total,at the above date,of $380,000,000.

Interest paild on Capital Empicred in Mining.

For 1929, 175 conceruns were sarpled. On a total capital employed of
$329,178,115, they paid interest ond dividends of 313,441,935, which is an averdge of
4.08%. Only 4O of these pald any interest or dividendus, but the figures of the more
profitable undertakings bring up the averag=. & sampling of § dividend paying mines
(the largest) for which annual figurcs arc availzole back to 1926 is used to odtain
vhat is assumed to be the trend of interest rates for the whole industry. Revising
these rates on the basis of the more zccurate esiimate for 1929, results are given
as shown in the table. -

Metal Industries.

The statistics cof total capital employed in the metal industries are taken
from the Annual Census of Manufactures.

The table below indicates the groups which make up the item "metal in-

dustries™, and the capital employed.

TABIE 4. - VATAL INTUSTRIZS - T0TAL CAPITAL EMPLOYED
{€000% s omitied)

i
1 JanJ1926 | Jansleey ;1 Jen.1928 {1 Jan.1929 |1 Jan.1930

, iz

. . |
Iron & Steel Products 567,912 597,982 | 638.9515 702,931 754,989
Yon=Ferrous Metals 141,500 202,503 i 208,957 253,367 298,721
Fon-Uetallic Kinerals 239,824 251,72% 1 280,033 238,093 329,449
f : }
!
Total Metal Industries 989.336 {1,062,209 ;1,327,905 [1,254,991 |1,383,159

| : |

Included in the sbove ZfigiTes nre the statistics for capital employed in
nor~ferrous metal smelting and refining (included in non-{errous metals) and in salt,
clay nroducts, cement and lime (ot the ncn-meiallic minerzl group). All these are
duplicated in the mining and minerals ercoup which has already been treated; hence the
tetals below have been subtracted from the totals of capital crployed in Table A.
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23313 3.- CAPTTAL ZPLOTED IN CERTAIN MIIING AND MINZRAL INDUSTRIES (STATISTICS
TUOPLICATED wkgn-.'?")

{ )G2is cmitted)

N e e i i e - e et

1 )
. 1923 1 Jan. 1927 "1 Jan.1928 | 1 Jan.1929i1 Jan. 1930
Non-Ferrous Metal Smelting | 61,592 Vg, 7y | oss.ss7 120,035 146, 699
salt 2,56 | 2,785 3,195 4,k23 4,576
Clay Products 27,761 © 2g,i52 30,438 32,473 34,190
Cement 38,082 | Y4:,380 | 40,509 47,679 50, 882
Lime i 5:.154 | 5.626 | 6,200 6,952 7,405
Total 135,253 | 359,920 i 165,709 | 211,563 243,752

For our purposes. therefore, the capl,al er ployed in the metal industries,
nmaking allowance for duplications elsewhere, is for 1G25-30 as follows:

TOTAL CAPITAL TVPIOVED - MEUAY, LNDUSTRIES

1925 1921. 1928 2929 1930
854,083 902,239 052,196 1,043,428 1,139,407

To compute the foreign share in ihe owmership of capital employed, the figures
for the first of January, 1930, are talten as a starting point. A very wide sampling
amongst iron, steel and other metal firms established the estimate of Y8% as the amount
of British and foreign irvestment on that date, as shom by the distribution of capital
stock. On this basis, the foreign investments in the metal industries are therefore
estimated at $546,915,000 as on Jenvary 1, 1930. Working tack from this date, the
estimated increases or decreases in foreign investmant in this group are used to obtain
the amount of foreign capital invesved as at the begiinning of preceding years. The
estimates obtalned by this method are as shuwn in the tahle of foreign investments.

These results are considerably higher (b at least 3200 millions for each
year) than ths estimates already published, “he principal reason for this is that the
starting point for the original estimates was capitzlization plus an allowance for the
estimated difference between capitalization and capital emnlcyed. Recent investigations
prove the allowance to have been much too small. The comprehensive investigation con-
ducted in 1930-31 enables a more accurate estimate to be made.

EZstimated Rates of interest naid on Gapital ployed in letal Industries.

A sampling of 142 concerns was conducted as for the year 1929: On a total
amount of capital employed of $276,499,499, these firms paid interest and dividends
of $11,u4Y47, 479, which is an averace rate of 4,119, The trend for the whole period was
obtained by a small samplingz of lh larger metal concerns the earlier statements of
which were available, dividends and interest v»aid being calculated as a percentage of
total assets.

Using the rates obtained by this sampling, and adjusting them on the basis
of the estimate for 1930 of L.iW, tho averazes were obtained as shown in the table.

All Other Industries.

The total amount of capital employed in this group, as shown in the Census
of Manufactures, is as follows:

{ .D00!'s omivted)

1 J2n.1926 |1 Fan. 192: , 10,1928 1 Jan.1929 | 1 Jaa.1930
Vezetable Products 439,451 449,354 ! 49,176 531,919 ! 559,065
Animal Products + 230,015 : 22 ,9,9 i 273,114 | 243,550 | 243,825
Textiles . 305, ¢8| 317,275 i 546.512 -} 365,721 |- - 3834154
Chemicals o 226 483 L35,¥07 34,619 | 18,940 | 165,887
¥iscellianeous 103,282 | ° 209,570 | 111,278 "1 119,603 | 130,118
. o - = N fl » !
Total 11,185,047 1,233,550 | 1,319,592 | 1,409,733 f 1,492,049
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A wids samplisg oy swestiicnnalre amongst this growp of indusiries 23%adligned
2 cstimate of 334 as tha appreXimate amsimé cf British apd forelgn cmerskin at
ceginrning of 1938, as shewa by the dlstritution of capital stock. On this Zast
British and foreiz Investments in all o‘Rer industries are represented ty 2,375,200
out of the total 2zpizal employed of $1,492,049,000 on the first of January, 1930.

Yorkcing back from this date, the estimated increases or decreases in foreign

investments in this grouwp in each previous year have been apolied to this basic estimate
in order to obtain the amownts outstanding as at the beginning of previous years.

Averaze Rate of interest paid 1926-30.

For 1929, 147 returns from companies were sampled. On a total capital
employed of $203,U413,354 they paid interest and dividends totalling $15,176,693, being
an average of 7.46%. Mo obtain the corresponding rates for previous years back to
1926, and for 1930, an examination was made of the financial statements of 22 of the
larger "all other™ cormorations, and total dividends and interest paid was worked out
as a percentage of the total asseta. The rates so derived gave the trend, and adjust—
ing these on the basis that 1929 = 7.U6% the average rates were computed as shown in the
tatle.

Tradinz Establishments.

Total capital employed in this group of enterprises was shown by the Census
of Trading Establishments in 1924 to have been $1,580,124,000, On the basis of the
answers given at the time in respect to distrivution of ownership of capital stock,
it was estimated that British and foreign investment in this group was approximately
9% of the total investment.

For the first of January, 1930, the total capital employed is believed to
have been in the neighbourhood of $2,000,000,000 and the British #And foreign share
of this to have been approximately $250,000,000 or 123%. fThis estimate, together with
those for intermediate years, 1as been made by calculating the net annual increment in
forzign investment in this field from what information was available ,but it has not been
possible to check the results by means of independent estimates derived by taking agreed
percentages of the total capital employed.

The Census.of Trading Establislments now being condncted in comnection with
the decennial census of 1931 will malre available more accurate statistics both of the
total capital employed and of the international distribution of ownership.

dverace Rate of interest paid.

The balance sheets and revenue accounts of important trading compsnies for
which information back to 1926 is available, were examined and the total sum paid in
interest and dividends in each year were expressed as a percentage of the total capital
invested in that group of concerns. The rates so derived are entered in the table. It
may be criticized that this method of estimating interest rates ignores the fact that
the large majority of trading establislments are nct incorporated companies such as those
of which the sample is composed. This, of course, is true, but the probability is that
most of the foreign investments in this field consist of large scale chain stores, etc.,
waich usually take the corporate form,

Finance and Insurances

This item includes barks, Canadian and non—-Canadian insurance companies,
trust companies, investment trusts and other forms of financial institution. Apart from
banks, trust and insurance companies,no official statistics are available. For banks,
the term 'capital employed!, as used in previous sections, is taken to mean 'liabilities
to shareholders!, i.e., capital plus reserve funds. On this basis, the total capital
as at the first of January, 1930, was $301,029,000. Information secured as to the
distribution of ownership of the shares of the chartered banks shows that on the same
date, 10.12% were held in Great Britain and the Empire, 17.30% in U.S.A. and 1.29%
elsemvhere, a total non-Canadian owmership of 28.71%. This gives a non-Canadian invest~
ment in banks of approximately $86,425,000.

Tor insurance companies, the general principle adopted is that 'capital
employed? consists of the surplus of assets over liabilities excluding capital stock,
the details of which are published annually by the Dominion Stperintendent of Insurance.
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Tae statistics cof capilal (excess of assets over liadilities) for puraly
Provincial coampanies are not available in any combdined total, but since t:ese corpanies
chntrol approximataly cnly 5 to 10% of the fire and 2 to 3% of the life dmsizmess, a-i

the foreign participation in this more local enterprise is probabdly small, the prodlem
is narrowed down to the field of Dominion licensed companies.

Adequate statistics are available of the capital employed by beth Canadian
and non~Canadian companies and the theoretical problem as to the proportion held by
non-Canadians is decided as follows:

(1) The capital stock of British and foreign companies licensed to do
business in Canadz is considered as being wholly owned by the
parent British and foreign companies.

(2) Tne capital stock of purely Canadian companies is conaidered, for
this purpose, to be wholly omed in Canada.

These assumptions, of course, are not strictly valid. Investment interest
in each type of companr is international, but in the absence of the details of the
exact distribution of ownership, which only an elaborate questionnaire can give, it is
believed that the errors involved in the assumption are mutually counterbalancing and
the estimates are reasornably correct.

Dominion Insurance Commanies, 1 Jan. 1930,

Capital employed = surplus of assets over liabilities excluAing capltal stock.

Fire  3British Companles $ 32,568,833
Foreign 25.5380977
Life  British " $ 19,688,473
Foreign n 26,816,964

Total British & Foreign capital
ermployed ... .ccieeenns $104 513 ,247

Yor Mrust Companies, waich, on account of tre nature of their transactionms,
are peculiarly provincial institutions, the totals of paid up capital plus reserves
must be taken for.bota the Dominion and Provincial licensed groups. It is assumed for
this purpose that the non-Canadian ownership of capital bears the same ratio to the
total capital as in the case of banks above. Thus, the non-Canadian investment is
estimated at $18,085,000 oui of a total capital employed of approximately $62,994,060.

The total forelgn investment in all financial institutions and insurance
companies is therefore estimated at $209,022,000 as at the first of January, 1930.
Estimates have also been made by this method for previous years back to 1926, and the
revised figures, which are somewhat higher than the estimates made in previocus bulletins,
are carried into the table. t is necessary, however, to point out that these are
probably under-estimates by reason of the exclusion of any calculation for other forms
of financial institution (such as investment trusts) the accounts of which are not yet
compulsarily lodged with governmcn’ departments.

Averaze Rates of interest paid.

These were obtained by listing for each year, in one colum, the total of
capital plus rest (for banks) and the excess of assets over liabilities excluding
capital stock (for all Canadian fire and life insurance companies). This represents
the capital invested in tris group. In the second column were listed the interest
and dividends paid by the same banks, and by all Dominion life and fire companies. The
sarcpling for insurance malies use 0*1" of the published statistics (swomnarized in the
annual reports of thne superintendent of ins urance) of Canadian companies$ separate
details of interest and dividends are not available in the case of British and forelgn
companies. The weightel average interest rates derived by this method are shown in
the table.

Iand and Morisazes.

The estimates of feoreizn capital invested im this field are .the most un-
satisfactory of all by reason of the absolute lack of data and they cannot therefore
be razarded as much more than en 'intelligent guess!. The item includes capital in-
vested in or loaned on land and real estate or inves tel in laad and mortgage companies.






t exeludes lamd or oiber real ssbtatc useh for Toe gevsral purposes of o

2 L z CR cusinzss a8 In-
cluded in previous it,ts, and tlnser limiis, allowanes ForWhiFck Das been mafes wanssc iba
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Janvary, 1925, vere mode very arbitrarily on the basis of the foreign investments in

loan and trust commanies and of the asseis in Canada of the principal British and foreizn
loan and wmortzage associations, together vith other miscellaneou$s data respecting in-
terests in land acquired by non—-Canadians. The estimate for the first of Januwary, 1930,
is thet out of a total of $553,394,000, the non-Canadian holdings of land and real estate
and loans made thercon was as follows: British, $189.1£0,000; U.S$.A., $97,960,000;

cther countries, $50,913,000 br a total non—Canadlar 1n¢e"tmen, in Canada of $338,033,000
(60%). These figures all exclude nrivate cap”i2l in the form of home-sites, houses and
{arms.

Averaze Rate of interest naid.

Foreign investment in city lands and other such real estate in many cases
hrings no annual income, but on the contrary bears an annual cost in the form of taxes.
For this reason, the computed average rate must be lower than that normally paid on
mortgages. It has seemed reasonable therefore to consider as t pical the rate of
interest earned by the Dominicn loan companies on the total assets (and published
annually by the Superintendent of Insurance) since the principal business of these com
panies is the lending of funds on first mortgage securities, and to take three quarters
of this as the average estimated rate returned on all investments in land.

'

CANADIAY INVESTMENTS ABRCAD AND INTEREST RICEIVED TEERZON

The estimated sum réceived annually from Canada'ls foreign investments is,
of course, not so large as the corresnonding payments to foreigners who have invested
in Canada, but the present estimate of $288 millions in 1930 is sufficiently large to
warrant careful calculation.

As in the case of the similar payments outwards, the estimated holdings of
foreizn investments by Canadiansg is treated as the basic fizure, and a computed welvhted
avcrase interest rate is apnlied therzto.

The table below shows the estimated Canacdian investments abroad, under the
various classifications, as at the beginning of each calend.r yedr. The first iten
consists, of coursge, of purely short term balances. The estimates under the first four
headings are believed to be rcasonably accurate since they are compiled largely from
official gstatistics. Direct industrial invesiments abrocd by Canadians is arrived at
by frequent enquiry of the Canadian cornorutions who maintain foreign branch plants; bdut
the data is insufficicnt and tae estimate is purposely kept low. The miscellansous
foreign investments of Canadians, quantitatively tihe most important form of capnital
exports, is a rough estimate, since direct information is mcagre as to the purchase and
sale of foreign stocks and bonds by Canadlans on foreign (particularly the New York)
Stockr EZxchanges.

It is hoped that in the near future more information will become available
and better methods devised for estimating the magnitude of these two latter forms of
foreism investment.

ESTTHATED CANADTAN INVESTMEN : AZROAD, 1926-1930
fioe® Zlh,L

. f 1 . i 1 Jan. ¥ Tt -1 ks
. J 1928 1929 1930
A ; [
Canadian Jovernment loans amnd | ‘ |
balances abroad | 56,695 47,426 ‘ 47, 2uh 57,810 46,731
Foreign balances of Chartered ; : f
Rani:s 195,231 | 260,560 | 238,147 | 187,597 97,997

108420 'L Yogy227 95,682 67,363 68,104

i 0 g |

Toreign Securities held by Banks

Foreizn investments of Insurancc;
i

Cormanies 245 5oty | 259.&59 t 285,969 293,391 350,467
Direct Imdustrial Investments j : | >

Abroad % 260,000 1 275,000 |/ 297,818 329,132 354,132
Miscellanecus foreign Invest- ; ? :

rents | = 25l 738,914 | €1%,914 803,914 863,914

T 7 e 1,135,In5 1,330,566 @1.,79 o7l ’1 ,739,207 |1,T77%R56—,
’ LA T




g

ey - 4]
ﬂ ..r i
pa~ B v




o jl,.

The meilods, oy which the Weigated averaze rate of interest to be apnlied =0
the estimates of capital invested abroad is computed,are described in the DAragranns
celow. Here again the estimates must be ra‘her more arbitrary than those adcomted o=

the calculation of tle per-contra investment, since we are not adle to draw umon o<t

statistics to the same extent, nor to make freque = ~'~2 of the questionnaire method of
obtaining samples.

ial

DIVIDEND AND INTERSST RATES ESTIMATED AS RECEIVED OW
CANADA'S FOREIGN INVESTMENTS

] I ! i
19¢6 ;1927 | 1928 | 1929 1930
Canadian Qovernmment loans and balances - 3,47 | L.hl 3.85 3.13 3,85
Foreign balances of Chartered Banks . 4,50 W1 6.04 7.61 2.93
Foreizn Securities held by Banks 510 ! 5.36 5.53 5e 50 540
Foreizn Investments of Insurance : |
Companies - 5,75 ['5.73. 1 5.69 ! 5.67 5.46
Direct Industrial Investments - b,08 | b.08 | L7 b1 L.08
Miscellaneous foreign investments . mLYR TS ' 2,91 | 4,38 4,60 5.25
! i K B
| k g
Teighted Average ! 4,49 ' Lu6 . hgg | 5,00 1 4,91
. o i 3 i

It will be observed that the weighted average rates of interest come out
rather higher by 30 to 70 points than those estimated as paid on foreign investments
in Canada. It is, of course, to be expected in general that a higher rate than is paid
at home is necessary in order to attract Canadian capital abroad.

The gross movement of interest Inwards is calculated by multiplying the
total capital investment figure by the commuted average interest rate for the correspond-
ing year, and adding to the product six months® interest on tlie total increase or de—
crease in foreign investments in the smcceeding year.

The following paragraphs are submitted in explanation of the methods by
which the various items of foreign invcstment abroad, and the rates of interest earned
thereon, have been estimated.

Canadian Government credits and balances abroad.

This item comprises the amount outstanding on account of loans made by
Canada to foreign governmants, during and after the war, and the balances kept by the
Dominion Government in banks in Few Tork and Tiondon. The detalls are abstracted from
the Public Accounts, which show approximately $7 millions owing by Greece, $2L4 millions
cwing by Rowmania, and balances in New Yor: to the extent of $29 millions, as at the
end of the fiscal year, lMarch 1930. These statistics have been reduced to a calendar
year vasis for inclusion in the statement of foreisn investments. Interest received on
foreign loans (together with some repayment of principal) is shomm in the Public Accounts,
and the earnings on the Government bank balances abroad estimated at $500,000 annually.

The average rate of interest showm in the table is then derived by com-
vparing actual interest received with the capital sum in each year.

Balances of Chartered Banks zbroad.

Tais item is calculated from the end of the year returns published by the
Chartered Banks and consists of the difference balween the assets and liabilities abroad
of 2ll Canadian Panks for the stated dates. Tre detalls for the 31st of December, 1929,
(say, lst Jan. 1930} are appended.

(000's waitted)

Toreisn Assets i Foreisn Liabilities
Due from Banks in U.X. $ 5,199 . Deposiis outside Canada gl ,622
. Y " elsewhere 95,b53 x  Due Yo Jonlis in U.K. 26,729
¢all and short-loans outside { Wo % " elsewhere 81,254
Canada 2u5,172 ;

ther current loans and :
discounts outside Canada 270,533
Total earning assets s07,452 : 549,605
lon-earning ageets ~-i.e.7U.5. % Ixcess of assets over
othar foreign currencies __50,1h0 ) liabilities 97,991
Total ceviveiniinniann ok, 602 ; TREEL . ool oo e 647,502

Bk lor
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It may bLe arzued that she ingmrow

tarewt whicl Canadian banks receive on their
foreign loans anc #aica they pay on their forzizn lepcsiis have no place irn the Talaxzce
of irnternational paym=:nvs in so far as they will pirobably remain on deposit air-cal in
the one case, and be paid ocut of non-Canadian prefits on the otaner-—-that no intermaticrnal

transactions are involved.

The same problem has already been discuss2d in the section devoted to th
earnings of Canadian insurance companies abroad. In this particular case the Just1f1—
ation for including tie bank earnings is the san:~-ve count the increase in the foreign

assetg of Canadian banks as an increase in foreign irnvestments, as an export of Canadian
capital (if we include this item in the balunce of payments). In so far as this in-
crease of assets was made as a result of foreign earnings, it is not really an export

of Canadian capital; hence we corpute the n2t interest earnings and count them as an
import of funds in ihe balance of payments 53 as to commensate.

Istimatedl Rate of interest received.

In order to preserve a uniform method of calculating the interest received
on forcign investments, it beccomes necessary to apoly a computed averags rate to the
fizure wihich represents the net foreign invesimeont, i.e., excess of foreign assets
over forecign liabilities plus half the increase or dccrease that total in the succeed-
ing year. A glance at the table above, however, malzes it abundantly clear that, in the
first place, not 2l1 the assets can be said to earn revenue, i.e.; foreign coin and
currency held, and secondly, that the call and other loans outside Canada will earn a
consideratly higher rate of intcrest than must be paid on deposits, so that it will not
be correct to apply some average lending rate to the net surplus of assets abroad with-
out adjustment and explanation. It has beesn possible, however, to make a reasonably
sntisfactory calculation as to what the net interest receints would be, for eamch of the
five years in guestion, the method being, briefly, to use the annual averages as shown
in the Yecar Book instead of the year ¢nd statistics and to estimate the probable in-
terest paid or received on each item in the accounts. The details of this calculation
arc available in this Bureau to those interested.

The difference between total interest pz, e2nts (on liabilities as defined
above) and total interest reccipts (on assets) gave the estimated annual earnings of
Canadian banks on their surplus of assets abhroad. The results were found to be very
little different from vhat would have been obtulned by applying a flat rate (that
charged on call lqan renewals in W.Y.) to the aet surplus of assets shown at the end
of each year plus alf the increase or decrcase in the suc:ceeding year. In order,
therefore, to keep the general symmetiy of method we _.ave adopted this more simple de-
vice. The rates used are as shown in the teble.

NON~-CANADIAY SZCURITINS ZELT BY CANADIAN BANK

Toreign investments of the chartered banks are not shown separately in the
combined monthly statements, but the information has been obtaired direct from the
various institutions. The total foreign investments of all the banks on the first of
January, 1930, was 368,105,000, an increasz of $742,000 on the 1929 figures.

Estimated Rate of interest received.

Banks are particularly corservative in their investment policy and their
holdings are largely in government and muricipal bonds, Treasury bills and the like,
much as are the foreign investments of most Canadian Insurance Companies. It has seemed
reasonatle, therefore, to take the computed rote of interest earned by the fur largest
insurance companies on their total inveciments In bonds, debentures and debenture stocks
(domes*ic and foreign) os being typical of banit investments. This method makes the
fairly reasonable assumptions that the geogrephical distribution of the foreign invest-
ments of banks is the same as for the insurance companies, and that the foreign bonds
of the latter bring in i2ze same rate of return a8 tne foreign and domestic bonds. The
computed rates applicable to foreign investments of banks are shown in the table.

REIE DIVISTI@ITS CF CANADTAY INSURANCE COMPANTES

Toreign assets of Canalian companies are abstracted separately from the
anrual statements in the repor, oi the Superintendent of Insurance. It will be noticed
there that these assets » -~ . entirely to Carelian Life Companies, so that a
slizht aldition has been made %o cover 1ifo cormanies which-do not record their foreign
assets senarately, and the foreign assets of other than life companies. Recent totals

£ . .
are as follovs: Tan. 1929 Jan. 1930
Toreizn assets of Canadian ]
Insurance Companies $¢93,7331,000 $350, 468,000
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To compiie the rate of intedest applicable to thess invesiments we sare -=e
figure given in Table 21A of the Insurarce Report relating to 'total ledger assets,
took valuel!. This item includes all the investments of Canadian companies, in which
loans on real estate, policy loans, bonds and debentures and stocks predoninate. This
relates to domestlc and foreign investments. Table 314 gives the total of interest,
dividends and rent received which can be calculated as a percentage of the relative
investments (assets). Thus, the statement for the year ending the 3lst of December,
1930, shows that the §atormat on $1,436, 192 207 of total ledger assets of all Canadidn
companies wds $78,431,0L0, a return of 5 460. The results for 1926~30 are; 1926, 5i7%:
1927, 5.731 1928, 5.69; 1929, 5.67; 193D, 5.%6.

Assuming that the interest and dividends received on foféign investments
are at the same level as those received from total (domestic and foreign) investments,
and assuming alsc that the companies distribute the foreign investments amongst the
different alasses (policy loans, etc., bonds, stock) in the same pfbportiona as domastic
investments, then we are Justified in taking tlhese rates, alxeady weighted as they are,
as fair averages to be applied to the fOreign investments of the indurance companies.

Nk

DIRECT CANADIAN INVESTMENTS I INDUSTRIAL UNDERTAKINGS ABROAD

The total shown in the table under this heading comprises estimates relat-
ing to the following: (1) The branch plants and other assets abroad of Canadian concerns
which have been expanded outside the national boundaries, mainly in the United States.

A number of these concerns have been noted, and details obtained as te the amounts of
capital involved. (2) The two principal Ganadian railway systems which have large
mileages owned or controlled in the United States, as discussed in the section on
freight payments. The net profit on these operations are believed to be small. Details
as to the amounts of capital invested hre obtained from the Transportation Braach of
this Bureaws (3) Canallan controlled companies, the entire operations of which take
place abroad, such as the public utility corporations in Central and South America.
About a dozen of these companies have been noted. Although Canadian companies, with
Canadian head offices and active Canadian management, sdme of the largest of theseconcerms
have only a small amount of Canadian capital invested in them, most of it being British
or Burcpean:. An estimate of the amount of Canadian investment is made still more diffi-
cult by the fact that most of the securities are unregistered,:i.e., payable to bearer,
and at the same time are actively traded in on the London, New York, Brussels, Toronto
and Nontreal Exchanges. Any estimate of 'the Canadian portion, therefore, cannot be
regarded with much confidence, but it is believed that the estimates incarporated hersin
are conservative.

Zstimated Bate of interest earned.

It is impossible to compute the rate of interest earned on such investments
except by a frequent circuwlarization of all the corporationd hnd railwaysd toncerned, an
impracticable procedure. Rough estimates can be made, howWever, on the basis of the more
plentiful material available in respect to similar domestic concerns. The average rate
of interest earned by all Canadian railways on their capital invested has been adopted
as typical for this whole elass of foreign investments, in which forelgn railways com-
prise a large portion, after making comparisons with the rates suggested by miscellaneous
data dealing with the prefits of foreign companies in Scuth America and slsewhere,

CANADTAN INVESTMENTS IN MISCELLAVEOUS FOREIGN SECURITIES

This item consists of all those hcoldings of foreign stocks and bonds not
includad in any of the above categories. Iittle direct information is available and a
considerable margin of error is likely to be present.

Some litlle information is available in the reports and estimates of the
U.S. Department of Commerce as to the sales by U.S. bond houses and banks to foreigners
and Canadians, and record is kept in this Bureau of the new foreign issues to which
Canadians would be likely to subscribe. With a realisation of the inadequacy of this
method of computation, *the sums fhown in the table have been estimated at what is believed
to be a conservative figure.

Estimated Rate of interes: caraed.

Owing to the varied nature of these investments, it becomes impossible to
make a direct sampling of int~rect rctzs. Tne actual rates of y‘eld are probably low by

-
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rates is therefore applied in this case.

RLITTANGZS MDY 3T DRIGSATE

A considerable amoust of money is malleld oy immdgrents in Ganada to friends
and rela.tive abroad. Hewly arrived neop;r in the (anadicn wen’ Da2zin to repay those
vao assisted them in coming to Ganada iz the tirst place and to help dring out others.
At C‘“.rlstw's the traditional gifts now m}'e the Torm of moner. In the case of a country
like Canada where so many of ifs pmeople have famiiy ties zbroad some estimate of the
volume of remittances is necessary fo: inclusion In the balance of payments. There is,
of course, a reverse movement of funds from (jonadizn emigrants (meinly the U.S.) into
Canada.

It has not been possidle to obtain any direct inforration as to the sums
of money remitted on these counts, It is telieved that o lacge proportion of the
remittances will be made by the simplest method, that of the Fest OfFfice money order.
In addition, of course, it is certaia that remittances are made turough the agencies
of banss and express companies wno have developed the business of foreign remittances
very energetically in recent fears, and some currency wilil be sent through the mail.
It is impossible even to gu.esb at the volu  of these remittaices. '

Tor purnoses of esStimate therefore, we have made the admittedly arbitrary
assumption that the sums remitied by immigrants through these non Post 0ffice channels
is equal to the amount of mcney order remittance arising out of pecuniary transactions
(small purchased abroad, etc.). That is to say, by this device of substitution, we take
the totals of Post Office morev order remitiances as equivaient Yo the total sums trans-
ferred abread by immigrants in Canuta and remitted here by Qcanadlan emigranits abroad.
The money order statistics are recorded in the Canada Tear Dook Y- fiscal year and have
been adjusted to a calendar yzar pasis, aad the results are incoroorated in the Summry
Balance of Payments. Tne estimates for 1930, fo~ waich Post Uffice statistics are not
vet available, are made tentatively as feoilows: remittes. svroad by immigrants in Canada,
$23 millions; remitted to Canada by Canadian immigrants. 31t miliions.

EFPENDITURES 0F CHTIRMATRTTS

This item comprises or the 'debii’ side expenses ircurred a2broad incidental
to the operations of Canadian govermment deparimentis,cad includes, inter alia: The
operation of Canadlan legations, grants to the lesgus of Nations aad other expenses
connected therewith, advertising and exhidbitisa e@endﬁ*“*s ead the mzintenance of
immigration and commercial intelligence services sbroe Loe items are abstracted from
the relevant sections of the report of the Auditor G-c—meral ead amounted to a total of
$3,372,000 for the fiscal year ending March, 1970, Ia od&dition, the payment of pensions
to persons resident 1n Great Britain., the Urnited Utatac aré elseshore is lncluded in the
abcve healding, details being ¢btained from theé Doard of Femsions Germissioners for
Canada. MThis 1ltem accouats for between six and seven mnillion Cellars annually, making

total 'debit! of $10,379,000 in 1930. 3}xpendl ures in (onadn hy Pritish and foreign
governments on dccount of consular and diplomatic services and the like, and by the
British and other Ministries of Pensions, provids a conira iten of whot appears; from
very roggh estimates, to be a very similar amount=—-$11.750,000 per annum in recent years.
These fizures, of course, dc not ineclude intarest om g¢ ve-nrﬁnt debt paild or received
from abroad, since this is provided for ‘n the calculations of interest under Section 4
of the balance of payments. Supplies pucchesed = cad ~r: clwiiarly excluded because
of their inclusion in merchandise imporis.

E_A‘_E{_ .Dm T‘:?L" =y TS i =

SEALEVC]

The Dominicn of Canada has rocelvel certain si.cial moples in recent
years, arising out of the various Gemeaa rep.zbicn Yottlements, in smounts whieh have
varied with the alterations in the zaaudties which Gs iRany Las catd. COenadals percent-
age share of the total proportion allctied to the Britiszk ;)1” .u.s .-ctt'led at the Spa
Conference in 1920, and remains virtuaiiy the same icday- ",".:; reduction in Germany!s
payments proposed by the Hague Asreemeont, which adopied the - g fo‘Lar. with minor
modifications, will involve a slizht peductiion in (azadals receipls in subsequent jyears.
The following particulars of reparation receipts have been zbsiracted from the Pudlic
Accounts of Canada and, since the amounts ars r2jasively f'r-*}* nd unchanging, fiscal
Year Tecaipts areréhwveredlin the Smmary Ralaccd of Dl 'Trr.uto the previous
calendar year.
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1987, $1, 756 ¢3 ¥ lan, £3.002.047, p"e-DaWes Plan artfears,
$3,789,430; 1929, 3- ,025 1652 13Ju, @n,c) Z7iy 1337, estimated at 4,000, 000§ Do tae
receints for the Tiscal year cading in 19:9 “wgr': be 23dod the sum of $602 42 received
from the British Treasury in final ':c'L..»tt:r At of waxr claims,

£ - - — kS B o
Geican _;pa..::“_c:s i foht

i1sCi._years ending March 71st;

EDUCATIONAL .

7 CONTRIBUTIONS

Canadian colleges aad cussarci inaditutions receive grants from British
and American endowments. notoby Trom {2 . ;-::m* . and rockefeller foundations;
religious bodles in Canada receive conritniions from parent bodies and others abroad.

On the other haad, (znudiz: churehes muintain missionary services
abroad out of the proceeds of (ancdian contrivuticns.

It is difficult to estimate the sum total of these remittances and
receipts involving, as they dc, thovsands ol sspur2tie organization umnits. From in-
formation supplied by the cuief Americaa foundations zad from a number of Canadian
colleges and religlous bedies, relatine %o ine year 1928, we jJudge that the total
annual recelpts from abroad have variei beiween §500,000 and $1,500,000 in recent
years.

An earlier enquiry addressed to the various religlous organizations
gave somewhat incomplete results ®hich seem to cuggest annual remittances abroad of
approximately $1,800,00).

EARNEIGS OF CANADIAN TNSURANGE COMPANTSS LHROAD, AND OF BRITISH
AVD FORTLGN TNSUBANCE bO"'”, 565 1N CAKADA

The preliminary atstract of stalements of insurance companies in

Canada for the year 1930, published by the Deparimeat of Insuraance, Qttawa, discloses
the fact that in that year there were 13 llanadian life companies transacting business
in foreign fields, in Great Britaln, the United Stavis and its possessions throughout
the West Indies and in Central and Ucuth dmericon (muniries. Business was also carried
on'farther afield in India, Ceyiunm, China, the Malay Stiates, Japan, Syria, Egypt,
Palestine and South Africa. Wabie H. of the 1330 Report shows that Canadian life
companies had 876,981 assurance policies in force abroad at the end of the year cover-
ing risks of nearly three billion dollars. The sigaificance of their forelgn opera~
tions is brought out in Table LA - “¢h indicates that out of & total premium income of
$268,226,571 received by Caradian iife companies on zccount of 1life assurance and
anntdties, $154,380,656 (or more than 5C%) was recelved from foreign business. The
corresponding re¢eipts from fire insurence zdread was slightly more than six million
dollars. The importance of ‘these forelgn cperations in respect of life and fire in-
surance obviously warrants the inclusion in the balance of payments of an estimate

of the net income derived theres om.

Agzainst this item, of course, must be set the net earnings of British
and foreign insurance companies in Cannds. Wiz, ir 1930 there were 28 Capadlan, 8
British and 18 Foreign insurance compsnics actively conducting life business in Canada.
The proportions in which the tnree g“'\lp'a 91 cempanies share the Canadian business is
brought out by the followirg tzble, 4sien fiom sha 1230 Report.

TIFE TOSUANICE TH_CANATA
| rremiws Tasoms | ¥et swount of | Yet amount
4 conaiferation | new Yusiness paid in force
: for annvitice ! for in cash, Dec. 31,
| % | 3940 1930
f 3 i § $
Canadian Companies l PA3 540008 ) 39%.843,5%0 4,319,430,221
British Jompanies O N T v 10,769,103 117,494,846
Foretgn Companies ' 74962742 ?'/9;.3753855 2,055,571,155
Total i 220,726,635 | a3l gee,u98 6,492,496, 222
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FIRE INSUZANCE T CANADA

Net premiums Gross amount of policies
i written, ; new and renewed
| 1930 ‘
Canadian Corpenies : 11,249,320 . 1,893,663,707
British Companies ; 23, 742,057 ; 4,517,521,923
Yoreign Companies | 20 MR, 511 i 3,855,221,366
' 7
i . I~ S { 55,092,898 ; 10,277,407,001

Similarly for the various classes of casualty insurance, the Canadian,
British and foreigngroups each received in the neighbourhood of 1M million dollars of
premium income in 1930.

So far as the balance of payments is concerned, the situation may be put
as follows: (1) Canadlan insurance companies earn monies abroad represented by the
excess of foreign receipts over foreign disbursements (including taxes, expenses and
commissions) which may be said to arise from the export of Canadian insurance "services”.
(2) A comnterbalancing and smaller import of British and foreign insurance "services"
arises out of the operations of 3British and foreizn companies in Canada.

The figures relating to the ercess of foreign receipts over foreign dis-
bursements for.Canadian companies can be caiculated from %he published statistics of the
Departnent of Ingsurance and the guesticn arises: How shzll it be bLrought into tha
balance of payments?-—as a net invisible export. i.e., a credit item representing an
inflow of fimds to that extent?

The theoretical (and statistical) difficulty is that not all of such earn-
ings are remitted to Canada. In a large measure they will be left abroad in the form
of new foreign investments. On the other hand, the increase in the insurance companies!
holdings of foreign invesiments will not measure the extent to which foreign earnings
have been left abroad because the companies fregquently increase their foreign invest-
ments by the use of Canadian funds,

There is, of course, a fairly clear correlation between the increase in
fofeign business and earnings, »nd the increase in foreign investments. Insurance
companies are compelled by law ‘n many countries to hold domestic investments in pro-
portion to domestic risks. WNeverthaless, a large part of the net revenues of insurance
companies earned abroad is avallable to pay for imports in times of unbalanced merchandise
trade, for ekample, The possibility of this should be brought ocut in the balance of .
payments by treating the total exczss of forelgn receipis over foreign disbursements as
an invisible export involving an inflow of funds. In order to indicate the real nature
of such revenues it must be understood that on the debit side, included in the 1ltem
lexport of capltal! 1s an amount egual %o the increase in foreign investments held by
insurance companies.

Exactly the same reasoning may be applied to the treatment of the earnings
of foreign insurance companies in Canada. The net excess cof receipts over disbursements
is an import of foreign services, and the funds are assumed to flow outwards. The com-
pensatory movement is shown in the increase of (anadian investments held by British and
foreign insurance companies in Canada, i.e., by the inward flow cf capital.

This appears to he the best crproach to the problem. It is not possible to
obtain from the insurance companies their wnat forelgn receip’s or remittances because
their books are not set up to record such iuformation. In any cazs the use of such data,
if obtainable, would be questiornadle. A4s stated, it would indicate neither the quantita-
tive importance, nor the trend of insurance %transactio.s in the balance of payments.

M™e net remittance might show fluctuations from year to year according to the varying
investment policy of the domestic Head $2fice and might be inflated in any one year by
reason of the inclusion of profits made on the sales of foreign investments. It may
also be arzued in favour of the treatment suggesied above that if the increase. in the
Canadian investments of foreign insurance companies (along with other foreign stock
holders) is to be shown in the balance of payments as an inflow nf foreign capital,
which, of course, is the case, then the net gains of foreign compenies in Canada, which
provided the mesans for such new invesiments nught %c be shown on the other side of the
statement of the balance of payments.
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The same argument applies to thz increase in investments abroad by Canadian
inyurance companies.,

Insurance Remittances made direcs.

It is probable that certain incuronce costs are paid by people demiciled
in Canada through the mail or by bank cewiftrnce divcel to foreign insurance companies
which do not saintain branch offices in Cansds. Jin %th2 case of immigrants from W5.A.
and Great Britain it is probable that the majority o the premiums are paid in Canada
(and therefore recorded) since most of the imgootaut Life offices have branches in
Canada—tne inconvenience of foreiga reulttance wouli recommend this procedure. There
are, however, certain cases of unrecorded insurance remittances but in the absence of
concrete information, ther are assumed to be relitively small and counterbalanced by
direct insurance remlttances to Caiada.

Bamingzs of Cdnidian Insurance Qompanics Owerating Abroad.
Life Inswrance -

Acting upon the assumptions discussed above the calculation of the net
galn on the foreizn operations of lanadian life companies is made by taking the premiuvm
income earned outside Canada (Annual Repord,Table?Ud) and deducting from this: (1) Tre
total disbursements in respect of Death Ciaims, Sucronder Values, Dividends to Policy
Holders, Life Annuities, eic. (Annuzl Renosrt, Tadle 34;, and (2) the General Expénses.
fhe total expenses incurred on foreigu business is not shown separately, but Table 36A
would appear to indicate that the general expenses and tsxes incurred by Canadian
companies on to th domestic and foreign business over the last four years averages 25.3%
of the total premium income. The foreign disbursements under general expenses is
therefore computed at 25% of the total foreign premium income.

The estimate for 1930, using thi: method, is arrived at as follows:

CAVADYAN LIFE COVPANITS
r00NYs omitted)

Total premium income outside Canadn .ccnerensececaass $131,318
Qonsideration for AndHESTEERE ...%edis.cbascanes 23,062

fgtadl .5 bem « smmmies g s nailiving B0

Net Dishl}rsementq - C]aims, Annl}ities, etCQ LR RN RN XYY Y s 86')452
Expenses -+ 25% of total premium income ..cueew 38,595

POtal cecanscvoanassasnsensses 125,047

Computed net galn sameecssraccenccennan 29,333

¥ire Insirance -

17 Canadian companies conducted fire insiurance business outside Cenada in
1930, chiefly in Newfound® =d, the United States. Great Britain, and the West Indies,
One company wrote risks in mcst parte of {he world. The net gain on foreign business,
however, does not appear to be large. In 1979, praniunas recelved were $6,519,000;
losses peid or incurred were $3,144,000: 254 genural axoenses and taxes taken as 50%
of the premium incone (the average for a’) “irs insurance in Canada) are estimated at
$3,259,000. The net gain to (anadizn fire of fices on their foreign business for 1929
is, thercfore, estimated at $116,000. ¥or other then 1ife and fire insurance, the total
net gain of Canailan companies appears to hovs veen less than one million dollars in
1930, and the foreizn share of (liis par he cuneilers? s neglisible.

Faminzs of British and Foreign Insirance CGormentes ‘n Canada.

Life Insurance -

The net gain of Priiish and foreign Life comnanies, derived from thelr
Canadian operations, is computed by sxaciiy tvhe saze method as in the contra item.

From the published figures relzting Ac¢ d-oompe da:dmnads cf 2ritish and foreign companies,
including premiums, interest, dividends, reats. nre deducted:

(1) The income derived :rom interzsit, dividends, and rents, shown
senara*tely  Allowance has already been made for this credit.
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Disbursements of the commanies in Canada, including taxes,
general expenses, deaths, maturities, etec. These details
are available in a gummarized form in the Annual Reportis.
The residual figure moy be considered as net gain earned
by British and foreizn companies in Canada, and amounted in
1970 to $17,922,000, = decrease of rearly $2,000,000 on the
estimatad 1929 resulta,

Yire Insurance,

Against the premiua income of 3ritish and foreizn companies in Canada
mast b2 set the losses and aldjustment expenses incurred, and the general expenses and
taxes. 3By this method, the computel baiunce, on fire account, in favour of British
and forsign companies amounted to approximately $1,315,000. The net gain under this
heading has diminished corsideradly from the 'aigh! of 1929 of over & million dollars,
due mot so muelh t0 a decrease in premium income as t0 an increasing volume of losses.

OTEER YORMS OF INSURANCE MDERTAXEN BY BRITISE AND FORTIGN
LISURANCE COMPANTZIS

The premiums raeceived on the various forms of casualty insurance——accident,
automobile, guarantce, etc., in 1929 was as follows!-

British Compemies .....:.. § 13,859,000
Foreign Companies ........ § 15,765,000

Botal e 1ol 8 29620 OE0

Assuming that the net gain from such business amounts to 10% of the
premiun income (this percentage vaeing derived from the fire insurance statistics, where
dotails are available) the net gain for 1929 ma; be estimated at $2,962,000.

Total casualty insurance for 1930 showed a very slight decrease on the
1929 results. The net gain of British and foreign companies 1s therefore estimated at
$2,900,020,

SMSIATY - TLISURANCE, PAVIGNTS AND RECZIPTS
(000's omitted)

Net gain of Canadian companies abroad Life 429,333
" nooon n n n Pire 150
Total ..... B4k 420,483

Yet gain of British and foreign
companies in Canada Life $17,922
éo TFire 1,316
do CTasualty 2,900

. = B SEPRERT JR, S—_

The estimates for the years 1926-29 have been revise’, and the results
obtained by the above methods are shiown in the Summary Balance of Payments. It will
be observed therein that by reason of a slignt decrease in the operations of British
and forezign insurance coipanies in Canada since 1927, and a marked increase in the
activities of Canadiar companies abroad, the net 'debit! balance of approximately
$13 millions in 1925 had becoze o credit balamce of $7 millions by 1929.

ADVERTISING TXPIRDITURES

The trade statistics of Canada show the amount of advertisinz materials
imglrted into tais country bub, of course, no record is available as %o the sums
received by Canadian nevspapers and other advertising media on account of services
performed in Canada for Briiish and foreign advertisers..  That the amount of such
advertisenent is fairly consideravle cannot, however, be doubted. fThus, the U.S.
Bureau of Toreign and Domes*ic Commerce (Finance and Investment Division) reported
in 192% shat "the total foreign advertising bill of the United States was no% less
than $50,000,000= nmuch of this goes 1o Canada¥.
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There is also a flov of advertising funds in the reverse direction., Ths

total sum spent by iis Canadian government on account of advertising and exnzibisicos,

or in connection with immigratie- is already allowed for in the estimate of governmeat
exneaditures. In addition, however, the Provincial governments remit funds abroad to
pay for advertising services, particularly in connection with the tourist business,

and as an aid to the markeoting of provincial products. Canadian exporters and the rail-
way companies all advertise abroad.

It is believed *hat the majority of foreign advertising in Canada is under-
taken through the medium of the newspaper and magazines, although bill-boards, radio
and strest car signs may account for a iittle foreisn revenue. In this connection it
must be remembered that the advertiscment expenses in Canada of branch plants of
of American concerns do no% constitute a Toreizn receipt butare chargeable to Cakadian
profits.

A questionnaire addressed to the principal nevwspapers and magazines in Canada
clieited the information that for 140 out of +the 175 agencies included in the survey
the total amount of revenue directly derived from Britisii and American sources was
approximately $2,700,000 in 1929 and $2,635,000 in 1930, of which the greater part came
from the Tnited States. Allowlng for non-racorded newspaper and magazine revenues and
for other forms of advertising services bringing in foreign receipts, we estimate the
total credit item on advertising account to be $4,000,000 in 1929 and 1930. On the
"debit" side no estimate had been made in previous years but recent enquiries suggest
that in actual fact the outflow of advertising funds, far from being negligible, 1is
greater than the corresponding inflow. Tae most important category is provided by the
larger Canadian industrial corporations and railways, 19 of which concerns spent
$2,340,000 in 1929 and $2,572,000 in 1930 in foreign advertising. The railway ex-
penditures abroad make up the greatsr part of these totals dut it is believed that if
it were nossibla to obtain the foreign advertiscment expensces of all forms of Canadian
entcrprises, the rcsults would be at least double tze obove amounts. To this must
bc added tne sums spent in adveritising by Provincial goveraments, including herein the
maintenance of colorization and immigration branches abroad, and Boards of Trade and
Chombars of Comorce. TFrom the evidence provided by the Public Accounts of the
provinces and by answers to questlionnaires, 7e cstimate that $500,000 will cover this
itom. Tae total tdebit! on advertisinzs is estimated, therefore, to have heen $5,280,-
000 in 1929 and $5,000,000 in 1930.

INTI0N PICIURE ROYALTIZS

Therc are rougily 1,100 moving picture theatres in Canada, all moking use
of imported films and, freguently, of forelsgn projection apparatus. As a rule, films
ané apparatus are noi bought oriright but are leased or hirel on a royalty basis:s TYor
this reason the valuc assisned to the imports of cincmatograph films in the Trade
roturns was deducted from the total of imports and it therafore becomes nacessary to
cstimate ths actual remitionces sent abroad annually in payment of royaltles and
rentels in this industry. To have no direct information to go upon at the moment. The
U.S. Department of Commerce cstimnates that the forcign receipts of Amcrican motion
picturc producers is roughly §70,000,006 per annmum. Assuming this to be correct it
sccms roasonable to conclude that the Canmndinn contribution to this total is about 5%
or $3,500,000 annually. This figure is taken as the total 'debit!? and is believed to
be n conscrvative estimate since no account has been tnken of payments to Great Britain
(imom to be small) for films and o the foreien producers of talking picture machines
which also pay roxalties.

CAPITAL OF TIASICRATTS AND EMICRANTS

An attempt is made herei to estimate tho amount of monetary capital brought
into Cancda by immigrants and telen ont by cmigrants. The only suitable method appears
to tec to estimate the per capita amowmt of capital brought into or taken out of the
country by thc several classes of immizranic and emigrants (by country of origin or
dostination) and to multiply fthesc amounts by the correspending numbers of people In-
volved. The estimated omounts peor capite brought in are necess=rily very arbitrary,
and the statistics of to%al omigrntion, ot least, not very satisfactory, so that no
groat reliance can be placad on the finnl esiimntes of the gross investments of ,
imnigront capital. It may be advanced, novwever, in support of such inadequate estimates,
thnt the main purposes in compiling the balence of payments statement, namely, to
irdicatc the net movement of funds ench vear and the vAristions in their figure from
year o year, will ba served by their inclusion.
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Caizration intd Qasada

miz>a=%s into Canada are classified according to the followiaz %ad
talzen from the current Canada Year Boolk.

-
[

D4IIGRANTS S0 CAVADA

Piscal years i Immigrant Arzivais from - !
wd1§§s.éarch j United Kingdom ir United States ‘ Other Countries prtal
P ! - |
1925 37,030 ! 18,778 | il es6 95,064
1927 ; g, 784 | 21,005 | .82 143,991
1928 | 50,372 i 25B07 | 75,718 151,597
1929 | 58,820 | 30,550 | 78,282 167,722
1930 ; 6L, 082 | 30,727 ; 68,479 163,288
1931 : 27,584 24,230 ¢ 36,359 88,223
] i i ‘

A movement not shown in the Immilgration figures is that of returned Canadians
vio originally left Canada to reside in the United States and who on returning to Canada
declared their intention of resuming their residence in this country. Since the statistics
include only those who have been in the TUnited States for more than six months such re-
turning Canadians may be considered as bringing in capital, the result of their earnings
in the United States, in much the same mamner as immigrants into Canada from that country.
Zitherto this consideration has been ignored in our calculation of capital immorted by
immigrants, and the present estimates are higher, on that account, than those previously
published.

CANADIANS RETUANED FROM 732 UJITED STATES

Fiscel year ending March, 1926 ....... ol o4 0T, 250
190F s Sp e T 95 [
1923 O 0 e e et e oo s 39,887
19?9 crpoeemeevnane 33'797
1950 QOO0 S O0OD N8 e ey 29'830
193] EE T B I Y 30,%9

Capital brought in by Immigrants

For purposes of esiimate, the fiscal year statistics of immigrants and re-
turning Canadians are adjusted t» a calendar year basis on the assumption of equal
monthly distribution. The next task i¢ to estimate the amount of cash which each class
of immigrant shown in the above tables may be said to import. In the first place, it
must be remembered that of the irmigrants properly so called, slightly less than 45%
the total in recent years consist of adu’t women and childrem under 14, the effect of
which should be to reduce any estimate of per capita imports made on the basis of male
immigrants. It is also certain that of the irmigrsnts from Great Britain and the
continent of EZurope, many will have had their travelling expenses in Canada paid by
relatives already here and some by the various settlement or charitable agencies in this
country.

Taking all these factors into account, and after making comparison with the
estimates used on former occasions (notably those of Prof. Viner In respect to the
period 1620-1913, and of Coats' Cost of Livingz Report 1914) it has seemed reasonable to
"al'e the following as typical of the per capita irmport of capital of immigramts, by
country of origin: Great Britain, $50: Cther Covatries, $25; U.S.A. (farmers and famm
labourers) $500; Other U.S. immigrants, $100; ¥.S5.3. returning Canadi=ns, $100.

The explanation of the large swi assigaed %0 farmer immigrants from the
United States is that this estimate rmust include, in many of such cases, an amount
representing the proceeds of sale of farms and farm buildings in the United States,
whence they come with some of their livestock and iDiplements to buy cheaper land in
Canada.

The totals in the %akic Faoitow are carried into the balance of payments
as an invisible export, i.e., a receipt of Ioreif';n fards.
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ESTRMATED TOTAL CAPIZAL TMPORTED BY TG SPANTS TNTO_CAVADA
Troorted b i .
Im&igrantsy i192 1927 1928 1929 1530
Fror — § d .
, x g 3 K $
Great Britain i 2,329,700 | 2,53%0,000 2,843,900 3+139,000 1,83§,uoo
U.S.A. (farmers & |
farm labourers) F 4,305,500 4,151,500 4. 425,000 3,818,000 3,172,000
U.S.A.(other i
immigrants) } 1,233,100 1,570,900 | 2.0%0.200 | 2,304,700 | 1,954,500
U.S.A.(returning !
Qanadians) I 5,452,300 4,415,400 3,532,500 3,082,200 3,011,400
Other Countries 1,623,750 1,877,100 | 1,9%1.025 | 1,773,250 | 1,109,750
|
Botall b .\ ol vt { 14,945,000 14,544,900 | 14,782,625 llh,ll?,lSO 11,083,050

Capital taken out byr immigrants

Fo official statistics of emigration from Canada are kept but it is possible
to make a reasonable calculation as to its volume by the use of the British and U.S.
of ficial statistics relating to immigration from Canzda. The sources of information are
given in the footnotes. A4s in the similar case of raturning Canadians, whom we included
in the immigration total, it has been descided to include in the statistics of emigration
the numbers of U.S. citizens returning to that country permanently, dbeing former
residents of Canada.

It need hardly be said that statistics of emigration, by the very nature
of things, are nonetoo reliable, particularly in the case of the movement across the
fanadian~U.S.A. bowndary, but it is believed that the table below indicates sufficiently
the variations in the movement.

EMIGRATION FROLY CANADY - CALENDAR YRARS

. 1926 | 1927 | 1928 | 1929 1930
Emigrants to U.S.A. (1) | 93,468 | 76,930 | 63,488 69,131 47,800
Emigrants to Great i '
Britain (2) 10,481 12,570 15,204 12,294 15,820
Buigrants to Qther [ '
Countries (3) l 4,054 | B B 2,458 2,524 2,506
U.S. Citizens - former ‘
residents of Canada - §
returning permanently to | '
the United States () i 9,500 |  8.716 7,670 8,022 94167
i
) 1
Total Bnigration L 147,503 | 100,887 89,420 91,971 15393

(1) 7U.S. Department of Iabour, Bureau of Irmmigration - timmigrant aliens admitted
to the U.S.A.,who gave (Canada as their last permanent residence, during
calendar years'. Tne 1330 figure is an ectimate on the basis of the published
statistics for 11 rionths only, '

(2) Official British Statistics (Board of Trade Journals) fimmigrants from Canadal.

(3) GCounting the emigration to the U.S.A. and Great Britain, and allowing for
immigration into Canada and the computed natural Increase in the population
of Canada, the total loss of populaiion not otherrise accounted for in the
inter—censal period 1911-1621 was . L% of the recorded emigration. This per-
centage is therefore applied to the total of recorded emigration to the U.S5.A.
and Great Britain in order to commite the zmount of emigration to other
countries.

(L) U.S. Bureau of Immigration - These ‘atistics only began to be published in
1928, and relate to fiscal years. !'hey are therefore adjusted to a calendar
. = e .
year basis. Te figures shown for 1626 and 1927 are estimates.
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Capisal tgken o4t by enign@ots ner taviia.

It will Se seen in the above table that the Zreater part of ths emizrasicn
novement was to the United States, particularly in the earlier years. It may bs assumed
that a considerable share of the total is made up of younger Canadians seeking mora
remmerative employment across the border, and of some Canadians and former U.S.
resldents who have met failure and unemployment in Canada. Also, rather less than 40%
of the emigrants to the U.5.A. in 1930 were listed as having no occupation, largely =
women and children, and only slightly morse than 10% of the total were farmers and _
members of the professional and commerclal classes who might be expected to take with
them larger amounts of capital comparable with that Assumed to be brought im by farmer
immizrants from the United States.

In view of these considerations it 1s considered that $125 per capita is a
reasonable estimate of the amount of money taken out of Canéda by all emigrants (1).
The results are shown in the following tables

ESTIMATED TQTAL GAPITAL TAXPY OUT 3F TMIGRAVTS FROM CANAM

;‘ $ § (% § $

! 1926 . i 1927 1923 1929 1930
LS $ i
| 11,683,500 | 9,603,750 | 7,936,000 ! 8,641,375 | 5,975,000

Paigrants to U,.S5.A.
Fmigrants to Great

Britain i 1,310,125 & 1,571,250 | 1,975,500 1,536,750 1,977,500
Enigrants to Qther

Countries 506,750 . ju 346,375 307,250 315,500 325,750
U.S. Citizsns retumm '

ing : 1,187,500 1,089,500 | 958,750 1,002,750 1,145,875

Motal 14,687,875 (12,610,875 |11,177,500 {11,496,375 9,k24,125

e 5%

(1) This sstimat %s toughly dqual to that adopted by Vider ~ *Jangda’s Balance of
Intesdntional Phdabitadnbas 1900-1913", allowing for ths altarations 14 tHe
general price level in the intervening period.

PARNINGS QF CANADTAN RESIDENTS FMPIOYED IN TEE U.S.

As the recent annual statementa of the U.S. Bureau of Foreign snd Domestic
Commerce on the "Balance of International Payments of the United States™ have pointed
out, thars hes been a considerable number of Canadisn residsnis caxmuting dally for
empleymant in tha Uhited Salss. 7hs autamodils workers of Tindesr mnd cther dorder
cities who have been on the pagwroll of Detroit factorles provide the bess illustratiea
of this form of invisible earnings.

The estimates of the U.S. Bureau of Canadian earnings for the pericd 1923
and 1929 emounted to $12,000,000 in Detroit, $2,625,000 in Buffalo and $300,000 in
Xiagara Falls, N.Y. The per-contra estimate of the earnings of American residenta
employed in Canadian boundary cities was $1,200,000. The net Mcredit" for those years
is therefore placed in the summary balance of payments at $13,725,000.

The present business depression, which has Been particularly acute in the
automobile industry, was responsible for a very pronounced shrinkage in ths amount of
pay-rolls of Canadian cammters working in the United States (minus the per—contra
movement).

The net figure for the Detroit region in 1930 seems to have been only
about $2,790,000, and for the Buffalo district about $905,000, according to recently

- ~ablished Amerlcan estlmates.
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