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FOREAORD
.Purpose and Meaning of Balance of International

Payments Statement

"Balance of Trade" figures are frequently misinter-
preted due to the persistence of the doctrine long ago exploded
that a nation's trade is necessarily in a healthy state when ex-
ports exceed imports necessitating an import of gold to make up
the difference. Trade was then said to show a "favourable"
balance. This theory only took account of the "visible" or com-
modity items of trade, whereas the true balance of a nation's trade
can only be known when not only the commodity items are considered,
but also the "invisible" items such as interest, freight, immigrant
remittances, financial services, tourist traffias, etec. In short,
all debit and credit transactions must be set down in order to
find out the true balance. If all the visible and invisible items
are thus tabulated the debit or credit difference will be a final
invisible item -~ capital import or export -- and this will bring
the nation’s trade account into a state of balance.

To take the nation's commodity trade alone as an in-
dex of its prosperity or otherwise, would be somewhat akin to con-
sidering the returns received by a man from the daily trade or
business which is his principal activity and ignoring other sources
of revenue or records of indebtedness incurred from other lines of
activity.

As a matter of fact, the commodity or trade balance
of a country cannot be understood by itself but only as it is in-
terpreted in the light of the invisible items of a country's ac-
tivities. In the light of such data, it will be found that a so-
called favourable or unfavourable balance will mean entirely diff-

erent things at different times in a country’s history.
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From 1868 to 1833 the normal condition in Canade
was an excess of imports over exports. In only two yeers
(1880 and 1881) was this reversed. From 1894 to 1903 we
had an excess of exports which is explained largely by in-
terest on and repayments of borrowed capital. In 1904-1914
a period of heavy capital borrowing supervened, and as a result
imports exceeded exports. With the commencement of the war
we entered upon a period of excess commodity exports which
continued until 1929 with the exception of 1921, in which
fiscal year we had an excess of imports. In 1929 and 1920
imports exceeded exports, while in 1931 exports and imports
approximately balanced.

The balance of international payments which tukes
account, not only of commodity trede, but of all transactions,
reveals the meaning of the trade balance. It shows, for ex-
ample, that in 1920, 1921 and 1922 our international accounts
were balanced by large imports of capital, although our commod-
ity trade balance was favourable in 1920 and 1922, During
these years Britain repaid us war funds as follows: 19%%,
$104,000,000; 1921, $128,000,000; 1922, $84,000,000. From
1923-1928, however, the international accounts show a credit
balance after allowing for interest payments and maturities,
thus denoting capital exports. In these years Canada became
temporarily a capital exporting country. In these latter years,
therefore, the explanation of our favourable commodity trade
balance was quite different from that for the pericd, 1894 to

1903, when it was expleined by payments of interest and maturi-



ties.

From the foregoing it will be seen that an esti-
meted balence of intermational payments is indispensable to
the understanding of trade accounts. It has, however, a
great many other important uses, among which the following

may be mentioneds

1. To give a comprehensive picture of our inter-
national debits and credits and how they are balanced.

2. To show the extent of our international
borrowings and lendings.

3. To show the megnitude of individual invisible
items, such as interest, freights, tourist traffic, etc., in
our international transactions.

4. To explein exchange disturbences and the effect
of international financiel difficulties.

5. To furnish data for guidance in the formulation

of internmational fiscel, financial and commercisl policy.
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_CANADA'S BALANCE OF INTERNATIONAL PATMENTS
_PAKT I_

1. Canadien Balance of. International Pavments, 1926-1931,

Estimates of Canada's international balance of pay-
ments are shown in the accompanying table for the years 1926 to
1931, inclusive. 7The outstanding feature is the great change
which h'a“s taken plece in the volume of merchandise trade since
1929. A‘f;.vourable balance varying from approximately $140 to
$185 milljon during the period 1926 to 1928 became an unfavour-
able galance of :approximately $100 million in 1929 and 1930, and
practically reached a position of equilibrium in 1931. In 1929
and 1930 there were unfavourable balances, considering both visible
and invisible items of $65 and $159 million respectively, while in
1931 the balance was favourabe to the extent of about 3% millions
of dollars. In the l;ght of a2l1 available information, it appears
that the balances in 1929 and 1930 represemt a net movement of
capital into Canade for investment; while that of 1931 represents
a net movement outwards. In the latter year, however, the capital
export appears to have been in the main not for investment tut for
the purpose of retiring maturing issues and for repurchases. The
inward movement of capital in 1929 and 1930 contrasts with capital
exports for several years earlier, as shown by favourable balances
of payments.
2, Effect of the Depression op Balance of Payments.

Declines in the amounts by various items of the statement

during the last three years indicate the tremendous effect upan
Canada‘s intermnational transactions in goods and services wrought
by the depression. Merchandise exports fell from $1,200,000,000
in 1929 to $608,000,000 in 1931, While a large proportion of the
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decline is explainable in terms of lower price levels, it
does represent & huge falling off in volume. Af excellent
illustration of the speciel difficulties presented to Canada
by the slump in world prices, is seen in the table of index
numbers of imports and exports which shows that Cenada, in
common with most countries whose exports consist largely

of primary products, suffered a greater reduction in the
prices of her export commodities thagn was characteristic

of the prices of imported goods; In other words, the pur-
chasing power of Canada's exports declined drastically in

1930,

e e

INDEX NUMBERS OF EXPORT AND IMPORT VALUES
(1913 = 100)

. oyt

EXPORTS IMPORTS

Calendar year c.cco. 1926 .c.o. 147.0 8.7
1927 0000 144.0 7.0

1928 ..e0e 137.6 127.3

1929 cocoa  136.9 RO

BB toso v Mol 115.1

1GE1 e ot 95,2 95.2

- R Ay Sl A 2 M L Sl 3 - et A A e Gt

3. How Was Adiustment Achieved

In view of the great changes which occurred in
our international transactions from 1929 on, giving rise to
unfavourable balances of all items in 1929 and 1930, and to
a position neerly approaching equilibrium in 1931, the
question arises as to how the accounts were adjusted. In
this connection, the gold movements should be examined.

These were as follows during the period 1926 to 1931: -
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Difference Difference
Exports Imports between between
of of gold exports all Debits and

Gold Gold and imports Credits
(x for export (x for credit
- for import) - for debit)

£ - —— -

(000's omitted)

1926 ...... 80,131 47,126  x 33,005 x 228,422
1927 .ecee. 64,231 31,257  x 32,974 x 137,050
1928 ...... 107,614 39,659  x 67,955 x 201,398
1929 ...... 50,598 3,746  x 46,852 - 65,475
1980 ... Bl ol % 10 - 159,583
JOBAE So erenis 70,062 2,038 x 68,024 x 27,790

o

4. Change from Capital Exports to Capital

In the years 1926 to 1928, Canada was an exporter of
capital made possible, in large measure, by favourable balances
of merchandise shipments amounting to §285 million, $161 million
and $143 million, respectively, in the three years. 1929 asaw a
drastic change in international transactions. A credit balance
of $201 million in 1928 became e debit balance of $65 million in
1929, a reversal amounting to $266 million. In 1930 the debit

balance had increased to $159 million.

5. The Trapsfer Problem.

The difficulty of the transfer problem envisaged in
these figures was reflected in the state of the foreign exchanges
which were at a premium during most of 1929 and the early part of
1930, the price of New York funds being for a considerable period
beyond the gold export point. Despite the increased cost of
foreign purchases caused by higher prices of foreign exchange,
imports did not show any decrease until 1930, and in that year

both imports and exports fell by almost equal emounts. Neither
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vas the trade deficit counterbalanced by an export of gold,
since this deficit amounted to $100 million in 1929 and net
gold exports to only $47 million, an actual reduction of $20
million, as compared with 1928. Moreover, in 1929 exports of
quartz gold, shipped to take advantage of the premium on New
York funds, accounted for 20 of the $47 million; an amount
twice the normol value shipped in this way. Since the items
of the balance sheet; exclusive of commodities and gold, yield
an edverse balance, the solution was not found in them; hence
the conclusion that the deficit in the balance of payments was
offset by capital imports either in the form of investments by
forelgners or repatriation of funds.
6. Capital Movements, 1929

Unfortunetely, the statisties of current capital
movements leave much to be desired, but such as do exist point
clearly to the conftlusion that there was & movement, on balence,
of short and long term funds into Cenada in 1929. Short term
funds employed by the chartered banks largely in New York, fell
from $188 million at the beginning of 1929 to $98 million at the
end of the year. There was also a considerable repatriation of
privete short term capital, though no definite information is
available as to its emoumt. The conclusion is warranted that
Canadian holdings abroad acted as a shock absorber in reducing
the effects of the maladjustment in Canada's balance of payments
in 1929, and that the remainder of the tagk was performed by an
inwvard movement of foreign capitzl.
7. Capital Movements, 1930

In 1930 the difficulty arising from an adverse balance
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on all items of $159 million was again met. This time, however,
the foreign balances played a small role and the brunt of the bur-
den was borne by capital imports. Gold also showed a net inward
movement of $14 milllon, the first since 1925.

This inward movement is illuminating in view of the
general situation and merits comment. In the early part of 1930
the Canadian dollar was quoted at a slight discount in New York,
continuing so until May when it returned to par. From then until
early in December it was at a premium of approxmctely 1% in New
York. Accompanying these fluctuations in the exchange, the gold
movement was sluggish in the first half of the year, but showed a
considerable inward movement in the last half, nearly $15 millions
of gold coin and bars being imported in August alone, and a slightly
larger amount in the next three months. In December, New York funds
were again at a premium, and a net export of gold amounting to §13
million occurred, but teking the year as a whole the net import was
$13.7 million. The evidence of these fluctuations indicate that
taking the year as a whole, there was little evidence of any malad-
justment in Canada's balance of internationsl transactioms, and, in
fact, a demand for Canadian funds which resulted in an inward flow
of golde In view of the fact that the balance of payments, exclu-
sive of the capital items, was severely against the Dominion, the
only means by which equilibrium could be achieved was through a
considerable influx of capital. Again what direct evidence is
available corroborates the conclusion. Not only was there an in-
flow of foreign capital for investment, but also some repatriation

of Canadian funds.
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8. The Situastion in 1931
In 1931 the situation with regard to international

transactions had undergone another considerable change., The un-
favourable commodity balance was reduced to less then $4 million.

The invisible unfavourable balence (all items exclusive of com-
modities, gold and capitel) was $36 million, a total of $40 million
adverse. There had been a net gold shipment of $68 million, nearly
twice &3 much as the adverse balance, excluding gold, of %40 million.
The gold movement therefore offset the deficit of $40 million, and,
supposing no errors or omissions in the stetement, allowed for a
capital export of approximately $28 million, Avallable evidence in-
dicates that this amount consists in the main of repayment, retire-
aent and repurchase of Canadian securitles held abroad. The estimate
of capital movements in 1931 is as followss -

INVESTMENTS INWARD

New isstes sold abgyapd and new
direct investments in Canada c.oeeceseese 207,217,000

Refunding, repayments, redemptions, etc. .. 256,000,000

Net Decrease scecescsescosssesvocsncssseesece 49,000,000

INVESTMENTS OUTWARD

New forelgn issues bought ccocoecssccosssees 10,000,000

old " Securities bought ouoaoooop.oon_}‘szooolooo
25,000,000
LESS resale to foreigners of
securities previously held, of
direct investments and decreases
in other investment items
abroad Q000N P2000R°P0PD000PNEER0QAERCGOROERQ 11’000’000

Net Investment Abroad 9000800000308 Bseeses 142000!000
TOTAL OUTFLOW OF CAPITAL cecesascssscsnsne 63,000,000
=

While this estimate ehows & larger cutflow than that in-
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dicated in the balance of payments gtatement, it corroborates the

direction of the flow.
9. Gold Movement in 1931.

With this falling off in capital import and the consequent
necessity of a capitael export to liquidate maturing loans and interest
charges, and in view of the existence of an unfavourable balance of
commodity and service tranmsactions, enough gold had to be shipped
to cover both. In 1931 this was the only way out if our intermational
payments were to be equilibrated. That it was not done without strain

on aur gold reserves is obvicus from the following taple:-

_ CANADIAN GOLD STOCKS

December 31st, 1925 - 1931,
(000's omitted)

Gold held by
Current gold - Gold held Minister of
and subsidiary by Banks Finance
coin held by in Central Against Dom-

Canadian Banks Gold inion Notes
Reserves and Savings
Bank Total
In Else- Deposits Canadian
Canada where Stocks

December 1925 ... 49,915 18,772 18,910 137,858 226,455
L 1926 ... 44,528 27,962 26,910 131,195 230, 595
" 1927 ... 48,061 28,458 21,245 130,733 228,497
n 1928 ... 46,908 30,115 20,631 93,317 190,971
" 1929 ... 46,852 26,442 14,631 62,995 150,920
" 1930 ... 47,403 36,636 13,631 96,212 193,882
J 1931 ... 45,961 19,856 10,682 66,960 143,459

10. Relation of Imports and Exports in the Balgnce of Payments, 1931
In view of the disappearance of the capital import balance,
that the ensuing adverse situstion was met without greater difficulty
was 8 noteworthy achievement. Fortunately, the burden of interest
payments was almost offset by receipts from the tourist traffic.

Freight transactions left us with a deficit of over §25 million and
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other invisible items nearly offset each other. What

greatly lessened the difficulty was the fact that while
exports declined $286 million, imports declined $381 million;
the result being that the adverse trade balance of $100
million in 1929 and 1930 was wiped out and in 1931 Canada
paid for her imports by her exports.
11, Conclusion

In conclusion, some general remarks may be mede
on the subject of international payments. Each year Canada
has an unfavourable balance on invisible items which has
varied from $10 million to $90 million, the figures from
1926-1931 being as under:

1926 ..e0se $20 million 1929 ..4.» $15 million

1927 00000 ST " 1930 e0300 48 j

1928 cseeee M0 " 1851 cesss 31 - ©

Average -- $42 million

Maturing obligations, including short term loans
each year, aye estimated to amount to between $100 million
and $150 million. To offset these items a favoursble balance
on merchandise and tullion account of from §140 million to
$190 million would be required providing all capital imports
including refunding were cut off, Production of gold amounts
to about $60 million per year, therefore, a favourable balance
on merchandise account would be required annually, amounting

to from §80 to $130 million on the supposition of cessation

of capital imports.
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CANADA'S ESTIMATED BALANCE C. INTERNATIONAL PAYMENTS, 1926-1951

(£000's omitted)

¥

\.

W \
926 1E8e) B 1 BT W 450 \19289 1930 1931

Exports Imports Exports Imports Expofis Imports ‘E;;;;fsz Imports Exports Imports Exports Imp9rts
Visible Visible Visible Visible Visible Visible Visible Visible Visible Visible Visible Visible

and and and and and and and and and. anq and. and
Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible
$ $ $ ¢ g $ $ $ ¢ ¢ $ $
1. Commodity Trade -~ Recorded
merchandise exports and imports 1,28%,939 1,008,342 1,238,782 1,087,118 1,774,246 1,222,318 1,208,238 1,255;995\“v‘995,370 1,008,479 617,243 628,098
Deductions for settlers!
effects and other non- J
commercial imports secsceessso.  -12,326 -21,774 -11,020 -22,504  -10,926 -21,395 -11,67¢™~ 24,614  -10,957 -23,314 9,328 16,751
Unrecorded imports of Ships eee. i 24 + 1,860 g 19,230 < 19, 230 - 7,470 * 500
Real Total of Commodity Trade .. 1,271,615 986,592 1,227,762 1,066,474 1,363,320 1,220,153 1,196,659 1,293,799 894,413 992,135 607,915 611,847
R+ Exports and imports of gold [
coin, bullion and subsidiery Y
T RN At S Y 80,131 47,126 64,231 51,257 107,614 39,659 50,598 3,749 25,343 39,062 70,062 2,038
A
5. Freight psyments and receipts N
BN s s PR R e s e th oo 88,714 106,288 89,826 109,140 88,266 115,433 85,541 130,855 xxfs,als 100,908 49,670 76,528
\
4. Tourist expenditures ceececess.. 201,167 93,747 238,477 108,750 275,230 107,522 309,379 121,645 279,238 113,292 250,776 76,452
5. Interest payments and receipts . 55,452 223,639 64,885 235,052 80,966 246,916 87,886 258,907 ee,zzéu\\272,see 70,722 29ROV
6o Immigrant remittinces cocooccess 15,550 20,509 15,433 22,423 14,421 23,195 14,036 23,385 14,000 ;En\ngp 10,081 ,110
7. Govern:uent expendiiures & re-
Cul)ts €2 582800000000008009506800 11’948 10,865 11’850 ll’ 751 113819 11,030 11, 750 ll’sm 11’750 10’579 10’960
Se Goveratenl receipts, renarations i, AS7 - 6,791 - 4,688 - 4,325 - 4,000 =
Ye CSharititle und missionzry contri-
Ldv’-'ns €060 00600880002008000060068900 814 1,878 875 1,766 1’573 1’800 900 l’am 900 1,800
.y [asersace Transaedions s.aesce... ~ 10,835 T23.827" : 18,394 29,486 35,761 28,790 31,990 24,418 29,483 22,138 27,000 0,000
1%, Sdvertising 1ronsaction ccecesscs 3,143 4,500 4,482 4,800 5,858 5,000 4,000 5,280 4,000 6,000 3,000 5,000
1., Lotiea picture royalties soceseoe - 3,500 - 3,500 - 3,750 - 3,750 - 3,750 T 3,750
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CANADA'S E:STIMATED BALANCE OF INTERNATIONAL PAYMENTS, 1926-1931 - Cont'd.

{ ($000's omitted)
1926 y/s a7 1928 1929 1930 1-9 3.1
Imports Exports Imports
Exports  Imports Exports Imports Expcrts Imports Exports Imports Exp9rts p
Vigible Viigble Visible Visible Visitle Visible Visible Visible Visible Visible Visible Visible
and and &Iéi and and and and and and and and angi -
Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible Invisible
Y
$ $ b $ $ ¢ ¢ ¢ 8 ¢ ¢ ¢
13. Capital of immigrants and
emigr&nts 000 eedBOCEO00R0006@0GCO 14’945 14’689 14,545 12’611 14’785 11’178 14,1.17 u,496 n,oes 9’424 5,175, 5,820
14, Earnings of Canadian residents e -
employed in U. Sc Ao cooccsoeosca 10,000 = 11,000 - 13,725 - 13,725 - 3,696 - 1,857
15, Exports and imports of electrical e » . :
enerw (1) Ce200svenens 80 OB0 R0 4’600 89‘ 4,798 87 o= L - - =
16. Allowance for import overvuluations 5,000 =
due to Exchange depreciation seooe = o - - = - = = = = ’
17, Allowance for exchange on N, Y, /‘ & 0ah
paymEHtS 000800000009 000e000LEGESEEETO — /- - = - — -~ - - = ia } ]
y
/
16. Known omissions such as direct o
magazine subscriptions,artists o
and entertainers receipts, radio 4
progralnmes’ etc, ooonooo.:.:o....oo’/l— - - - = = - =i - = i 5’000
19. Difference between &ll exports ]
and imports (2) oo,.oi::;;;,,af.,, . 228,422 = 137,050 * 201,398 65,475 - 159,533 - - 27,790
sosasaseossool, 770,669 1,770,669 1,774,147 1,774,147 2,015,824 2,015,824 1,890,381 1,890,381 1,594,474 1,594,474 1,115,171 1,115,171

D e T — -

e

(1) Included in Commodity Trade since 1928,

(£) “his item represents amount of capital movements subject to errors and omissions.

e

——

Rt = s eSS R R .

_—
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PART I
. ESTIMATED SALANCE OF PAYMENTS BETWEEN CANADA AND

EMPIRE COUNTRIES AND BETWEEN G
A. Great Britain

1. Limitations of This Estimate
An attempt has been made to compile a separate statement

of international payments between Canada and Great Britain and Canada
and the United States. It's limitations are admitted. If a general
statement of international payments can only be considered an approxi-
mation, one confined to transactions between two countries must be sub-
ject to a wider margin of error. For a number of items, data are avail-
able only for total debits or credits and not by countries. In such
cases, arbitrary guesses have sometimes to be made regarding the geo-
graphical division.
2. _Means of Balancing Payments, Great Britain - Canada

In the case of Creat Britain, however, the principal items
are the commodity trade and interest receipts and payments, the figures
for which are not subject to arbitrary estimation. In 1931, Canada had
a favourable commodity trade balance with Britain amounting to approxi-
mately $60 million but an unfavourable balance in interest payments of
$88 million. As all other items in the balance statement practically
offset each other, a difference of about $24 million unfavourable to
Canada remained. There is no evidence to show that it was settled by
lending from Great Britain, in fact what evidence 18 gwailable indicates
that on balance repurchases and redemptions amounted to more than new
capital coming from Great Britain. The only other way by which settle-
ment could be made ig through the medium of credits with some other
nation or nations. Thils, of course, precludes arguing capital movements
from the indirect evidence of balance of payment statements between two

nations.
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ESTIMATED BALANCE OF PAYMENTS

CANADA AND GREAT BRITAIN
(000's omitted)

[ e e e s B R Bt = s vy ST Ty 6T OIS O I I Ty
1931
Exports Imports
Visible Visible
and and
Invisible Invisible
$ $
1. Commodity Trade - Recorded merchandise &
exports and 1mports s cesssscscesvensecane 172,461 109,470
Deductions for settlers' effects and other ]
non-commercial imports ceesscecscsscccens 2,822 1,359
Unrecorded imports of shipsS ececccecossccss - 500
Reel Total of Commodity Trade evecescecess 169,639 108,631 :
2. Exports and imports of gold coin, bullion
and subsidiary coi-n BT ST PO ECO AP ELOTE eSS 1 18 v
3. Freight payments and receipts Ne.C.pe cveee 10,305 9,928
4. Tourist expendimresﬁiﬂ.........l...".." 9’900 12,708
5. Interest payments and receipts cececcecccee 3,706 92,236
6. Immigrant remittances ..ceccecsecccccaccanse 911 3,060
7. Government expenditures & receipts esecceces 5,350 4,445

8. Government receipts, reparations sceececeee - =

9. Charitable and missionary contributions ... 100 -

10. Insurance Transactions c.csceescessscecesescs 10,000 4,100

11. Advertising Transactions c.cececcesccssnssns 250 1,500 3
12. Motion picture royalties .ccsececcscsccnece - 150 ]
13. Capital of immigrants and emigrants ..c..... 384 2,233 y

14. Allowance for import over valuation due to
BXChange depl‘ecj.&tion PO BN OSEORBNODO B OO E OO 4,500 =’

15. Allowance for known omissions such as direct
magazine subscriptions, entertainers, etc.. - 400

16. Difference between all exports and imports . 24,363 T

TOTADNG: .. o6 o7y o ona s 7R3 08 239,409

e e — ol =

m—— - =
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3. Complexity of Settlement cess
It would, in any event, be meaningless to attempt

to do so. Our debits and credits with London would not be
settled on the basis of our actual commercial transactions in
goods and services with that country alone. London is the
clearing centre for most Empire countries. Our debits and
credits with India, Australia and Fiji, New Zealand, South
Africe, etc., would probably mostly be settled through London.
It is the clearing centre for many foreign transactions also,
so that in the end we might find that, though on the basis

of our transactions confined to Canada and Great Brituin alone
we were debtors to London, when 21l transactions settled through
London were taken into consideration London would be our debtor.
The situation is still further complicated by the fact that

London transactions mostly come through New York.

B. Qther Empire Countries

No attempt has been made to present balance of
payment statements with other countries in the Empire apart
from Great Britain. However, with the remainder of the Empire,
commodity trade would bulk so largely as to make other items
relatively unin.tportant° The following table contains the

import and export items for the Calendar Year 1931: -
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TRADE OF CANADA WITH SPECIFIED FMPIRE COUNTRIES

(000's opitted)

1931
Imports

Irish Free State ecscececcececececccens
East Africa ceececcoccscceeccscsscscee
South Africa cceceescscescssceccecsece
West Africa cecoceccvcescococssasceccs
Bermuda cccecoecoessessccesscccecencooe
India ecseeessscscecesccccaccocscnocnes
CeyloNsecseoscscressecencocescccascncns
Straits Settlements ceceececescccanses
Other British East Indies ccececevanss
British Guiana secscecsccecocccccceces
British HonQuras ceesesececscecceccece
British Sudan.eccccoscesssveccceccacas
British West Indies -

Barbados sesececoeccecssccccsrcccane

Jamadical s iierems ol6lalele e d's sfele'e d5/e s, 010016101

Trinidad and TobBEO ssecevccecesces
Other British West Indies <ccecvece
Falkland I51ands ceceececececcccsccccee
Gibraltar cceseececescescecesasascceccs
Hong KOng cescessecevssscsscccccsssnse

ualta (AN ENE N ENNEERERENEREELRENRNENENE LN LEEENER ]

Newfoundland 908 PePe80P000000000CRIRED

-

Oceania -
Allstralia OO0 PR RERNSIORIRLTSIITIPTOEOSEISIOSOES

Fiji BB OPV VOGP ELIRENPIEROOTTONPIOS

Ne‘v Ze&l&nd PeSRRRSEPICESOOOBOBCEOESOSEN
Other Oce&nia CesReROePCOILIEGEQRSDODOSOEDD
Palestine 0390005000000 0000808 088 8GDCO

42
1,498
4,417
312
88
4,781
1,693
669
14
4,248
160

13

2,861

4,199
3,049
1,470

688

1,561

6,260
2,978
1,509

16

-—— b e 4 € R

892

1,330

1,111

2,910
2,632
2,849

13
1,407
366
6,880

4,765
143
4,573

36

42,527

49,158
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C. United States

In the last twelve years Canade's commodity trade
balance with the United States has been adverse, on the average
to the extent of $225,000,000 per year. The important invisible
items in the intermational accounts are tourist traffic, interest
and freight. Heavy net interest and freight payments must be made
to the United States while Canada has a large balance in her favour
from tourist traffic, As a matter of fact, tourist receipts have,
during the lest few years, been sufficient to more than offeset our
payments for interest and freight. Other invisible items approx-
imately offset each other.

In some years heevy shipments of gold, of which Canada
is now producing over §50,000,000 per year, have further reduced the
adverse balance.

For many years until 1931 no difficulty was experienced
in meeting our edverse balance. Expansion had been so great that
capital movements were easily adequate to meet it. Indeed, in the
period 1924 to 1928, Canadian prosperity was such that we became,
during those years, a copital exporting country. In 1929 and 1930
we resumed the role of capital importers.

In 1931 the meeting of our obligations to the United States
became more difficult since the flotation of capital issues in New
York ceased in the latter part of the year. Details of the inter-
national account are set out in the accompanying table which shows
how balance was achieved. Tourlst net receipts offset net interest
and net freight payments and other invisible items approximately

balanced. Almost $70,000,000 gold was shipped.
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ESTIMATED BALANCE OF PAYMINTS
"CANADA_AND THE UNITED STATES

(000's omitted)

e

a3, 51
Exports Imports
Visible Visible

and and
Invisible Invisible
$ $

1. Commodity Trade - Recorded merchan-

dise exports and imports ..c........ 266,682 393,776
Deductions for settlers' effects and
other non-commercial Imports seccoee 532l 14,817
Unrecorded imports of ships cc.oceees - -
Real Total of Commodity Trade .c..... 261,470 378,959
2. Exports and imports of gold coin,
bullion & subsidiary coin csececcece 69,557 1,840

3. Freight payments & receipts n.0.p. ... 32,004 56,982

4, Tourist expenditures ee...ceese-scescs 238,758 56,902

5. Interest payments and receipts ¢.e.e.o 40,800 153,018

6. Im.lﬂigrant remittancesoioﬂooe-tcobooolo 8’255 7’849

7. Government expenditures & receipts ... 4,900 3,625

8. Government receipts, reparations «.... - -

9. Charitable & missionary contributions. 800 -
10. Insurance Transactions eececcescoesens 12,000 15,750
11, Advertising Transactions .c.ecesseecse 2,700 3,500
12. Motion picture royalties e.ecevuccvaes - 3,600
13. Capital of immigrants & emigrants .... 4,673 1,481
14. Earnings of Canadian residents em-

ploye in U. S. A. IEEENEENNRNFIENEEN XN N 1,857 —
15. Allowance for exchenge on N.¥. pay-

mmts TSP D OB DR PN IIEPEIDB D ES SIS EPD - 5’000
16. Allowance for known omissions such as

direct magazine subscriptions, enter-

tai.ﬂers, I‘adio, etCQ B9 eO0 BRSO NBeEOO0N Sl 4’500
17. Difference between all exports and

mports AN ENEREENERXENERENE XN N NN ER] 14’654 =

mTAL QO0O0OUBOONOHOODO O 692’111 692,11.1

EEEE LU IETY ORT = . .

—

L=

ALY
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The most significant fact, however was

& reduction in our commodity adverse balance to
$107,000,000, less than one-half of the average
for the last twelve years.

In view of the increasing difficulty
of trading with the United States because of the
latter's tariff policy (which has recently included
copper end lumber) and the exchange barrier which has
arisen through the cessation of capital movement from
New York, it was inevitable that efforts should be made
to reduce our imports from that country. It may also
be said that, apart from other considerations, the force
of circumstances impels the Dominion to seek other mar-
kets in which she may purchase the goods she requires
and in which she may sell her commodities to meet her
obligations. The same circumstances force her to seek
other sources from which to obtain capital for the de-

velopment of her resources.
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