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The preliminary statement of the Canadian Balance of Inter-
national Payments issued by the Dominion Bureau of Statistics presents
provisional estimates of the current items of goods, services and gold and
the principal capital items in Canadat's international accounts for the
year 1934. While complete and final information will not be available
until later in the year, sufficient data are now available to permit the
presentation of the salient features of last year's transactions.

In interpreting the statement, the conditions which would accomp-
any a theoretically perfect statement must be borne in mind. If the
estimates of the current and capital items were absolutely correct and all
inclusive, the balancing item (No. 16) of the current account and the
balancing item of the capital account (No. 5) would be equal. The
difference between these two amounts in the accompanying statement ($90.7
million) represents either errors in the computations or the omission of
transactions which could not be traced at the time the tables were prepared.

A large credit balance arising from the exceptionally large
excess of commodity exXports was the most striking feature of Canada's
balance of international payments for 1936. 1In addition to this expension
in the commoditv trade, the two other principal sources of credit balances,
the trade in gold and the international tourist traffic, also resulted in
larger net receipus. Although the dividends pald to investors outside of
Canada were larger, the net payments made for interest and dividends and
for the miscellaneous transactions, such as freight, government expendi-
jUfes, atc., were more than offset by the lurge surplus credits already
referred to. Consaquently, on current account there was the impressive
balance of $318.2 million remaining after all Canada's current payments
which have been estimated in this statement for the year were made. This
large surplus of credits, therefore, was available for the transfer of
capital funds from Canada.

Chief characteristics of this movement of capital during the
year are revealcd in the capital account which points to a net outflow of
capital funds from Canada of $227.5 million. The purpose of this outward
capital movement was for the retirement of Canadian securities held by
investors abroad, the net retirements for thc year being $145 million, as
well as the large net payments connected with the operations of British
and foreign branch and subsidiary plants in Cenada and Canadian branch
plants abroad, etc.
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Of the $318.2 million surplus credits revealed by the current
account, there have been $227.5 million accounted for in the capital
account by the net outward transfer of capitael funds from Canada.

Thg’net difference between these amounts ($90.7 million) is made
up of errors;or omissions in the estimates.
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Current account of Goods, Services and Gold

Commodity Trade.--Commodity trade figures exclude exports of
non-monetary gold bullion but include exports of gold-bearing quartz. Twuéd
have also been adjusied for the purpose of the balance of payments state-
ment by excluding certain non-commercial items. Tuae resulting credit
balance is $326.9 million.

Golcd Coin and Bullion.--This item includss exports of non=-
monetary gold bullion and earmarked gold. The net credits resulting from
gold transactions were $125.8 million.

Tourist Expenditures.--The credit balunce shown by this prelim-
lnary estimate was $165 million. Final calculations of these expenditures
may differ substantially from this estimate.

Interest and Dividend Receipts and Payments.--The debit balunce
produced by these transactions was $250 million. This estimate of
interest and dividend receipts by Canada is the result of a downward re-~
vision of amounts previously shown for rescent years.

Miscellaneous Transactions.--Miscellancous treansactions produced
a net debit balance of $49.5 million. This amount represents the excess
of the debit balances arising from frsight receipts and payments,
immigrant remittances, government expenditures and receipts, charitable
and missionary contributions, insurance transactions, motion picture earn-
ings, capital of immigrants and emigrants, and miscellaneous payments,
over the credit balances from advertising transections, and the net
earnings of Canadian residents employed in the United Statzs.

Capital Account

During 1936 the international trads in outstanding securities
between Canada and other countries totalled $818 million. This total
trade was divided almost equally between sales and purchases. The sales
of securities to investors in other countries were $410.5 million, while
purchases of sccurities abroad by residents of Cenada were $408.0 million.
Most of these security transactions weres between Canada and the United
States, although transactions with Great Britain were a substantiul part
of the trade. Csnadian purchases from the United States exceeded sules,
whareas in the trade with Great Britain purchases by Canadians were
exceeded by sales. Although most of these dealings were in Canadian
securitiss, the volume of transactions in other sscuritiess was large, par-
ticularly in United States common and preference stocks.

In addition to this intzrnational trade in outstanding securities,
there was the important retirement of $255 million Canadian bonds and de-
bentures held abroad. Part of thesz were refinanced at prevailing low
interest rates by the receipt of $110 million from ths sale of new issues
of Canadian bonds and debantures mostly in the United Stuteés. Besides
these, there werc sales of new issues of securities in the United States
for the purpose of dsveloping the opsrations of Canadian companies in the
United States which have not been included in these totals.

These retirements effected a reduction of the indebtedness,
principally to the United States, of some Canadian governments and corpors
ations. Refinancing of part of the retired issuss by securities at lower
interest rates will &lso reduce future annual service payments on Canada's
foreign-owned bonded debt. This reduction in future payments of interest
abroad constitutes a most important long-run consequence of the capital
operations during 19356,

Some retirements of foreign issues held by Canadians and the sale
of certain new iasuss of forzign sscurities to Canadians during the year
have not been included in the statement. Thise transactions, however, ware
not large.

The capital item of $85.0 milllon described as "other known
capital movements™ is & net figurc showing the epproximats payments from
Canada arising principally from the opsrations of the numerous British &nd
foreign branch plants in Canada and from the operations of Canadian firms
outside of Canada. The net result of the international business of
Canadian trust companiss is also included under this item, as well as some
known short-term movemsnts of funds which have not baen otherwlse provided
for in the statement. Certain undifferentiated items of current payments
account for a purt of this net outward movement.
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SSTIHMATED BaLuNCE OF INTERNATIONAL PAYMENTS FOR CaNaDA

Preliminary Statemsnt for 1936

Gure
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Capital Account
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N.B.

(1) Includes earmarked gold.

(2) Provisional estimate.

utely sorrect and all inclusive,

If the estimates of the current and capital items above were absol-
the balancing item of the current

account (No. 16) and the balancing item of the capital account (No.

5) would ve equal.

The difference between these two amounts in

the above statement ($90.7 million) represents either errors in
the computations or the omission of transactions which could not
be traced at the time the tables were prepared.

trade.

Gold-beuring quartz is included in commodity

Final figures may differ substantially.

(3) Net movement of funds resulting from the operations of British and
foreigm branch plants in Canada and the branches of Canadian firms

abroad,

short-term movements of funds, N.0.pe

including the transactions of trust companies and known
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