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THE CANADIAN BALANCE OF INTERNATIONAL PAYMERTS
1987

The accompanying statement of the Canadian balance of international payments
in 1937 gupersedes the preliminary statement issued earlier in the year. While it is
possible that subsequent research may give rise to further revision of some items, the
gtatement is, for the most part, not likely to be altered.
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sSummary

The statement of the Canadian balance of payments for 1937 reveals many of
the characteristics digplayed in the lagt few years. A substantial balance of credits
in the current account of goods, gold and cservices, reflecting a net outward movement
of capital, continued to be the most outstanding feature. In other words, Canada's
external income from the sale abroad of merchandise and gold and from the services pro-
vided in the Dominion for tourists from other countries was more than sufficient to
cover current external payments, such as interest and dividends to investors in other
countrieg. The resulting excess of income over paymente produced a surplus of exter-
nal credits that made it possible for Canada to make outward payments on capital ac-
count for such purposes as the retirement of (Canadian bonds and debentures owned in -
other countries.

The principal developments affecting the balance of payments in 1937 are
best observed by comparing changes in the larger groups of transactions during the
pact few years. A summary of the more important changes in Canada’s international ac-
counts during the five year period between 1933 and 1937 isg shown in the table on the
following page. The beginning of this period, 1933, marks the year when a credit
balance reappeared in Canada'’s current account and the development of the credit
balances and the accompanying export of capital are shown in the succeeding yearsg.
Each of the three major sources of external income, the merchandise trade, gold, and
the tourist trade produced larger net credits annually until 1936. But, in 1937,
while net credits from gold and from the tourist trade continued to expand, the balance
of merchandise exports contracted sharply but it was still at a higher level than in
any of the years shown before 1936. Although net payments of intercat and dividends
have increased in recent'years with the rise 1n corporation incomes; in no year has
the growtn in net payments for interest, dividends, frelght and other services been
greater than the expansion in net income from the first three itemg mentioned.

The most flexible item .of the current account during this period has been
the merchandise trade and it was the sharp contraction ian this item that constituted
the most important change in the current account of the Canadian balance of payments in
1937, The coutinued growth in external income from the sale of gold and from the
tourist trade was sufficient, however, to more than offget the rise in debita from in-
terest and dividend payments, freight, and miscellaneous gserviceg. The decline in the
credit balance was, therefore, less than the sharp drop in credits from the merchandise
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trade and the net outflow of capital indicated by the credit balance in the current
account, $218.2 million, was still of very large proportions, being exceeded only, in
the period since 1926, by the credit balance of $308.5 million in 1936,

Movenments of capital between Canada and other countries also followed very
definite tendencies between 1933 and 1937 as may be observed from the capital account
shown in the summary table. The net outward movements of capital from Canada, during
these five years, have been principally made up of two groups, thosze in connection
with the retirement of Canadian seburities owned abroad and those connected with the
international operations of companieg, particularly insurance companies, companies
falling in the class of British and foreign direct invegtments in Canada, and Canadian
companies with direct investments abroad. While retirements of Canadian bonds and de-
bentureg owned abroad have, in each of the five years, . exceeded new. Canadian issues
sold in capital markets outside of Canada, these redemptions were especially heavy in
1935 and 1836. The larg= volume of retirements in thoge two years' was.partly the re-
sult of large maturing issues. But, besgides the issues falling due, there were a
number .of issues of corporation bonds owned abroad that were called for redemption
and refinanced by new flotations in the Canadian market. In 1937, however, there wag
a decided contraction in the total of issues called, with the development of less
favourable conditions for refinancing. ' This decline in net retirements in 1937 is the
largest change.in the movement of capital between Canada and other countries during
the year and is the principal reason for the reduction.in the net .outward movement of
capital, ag the other groups of capital movements were outward on.balance and in
greater amounte than in preceding .years.

The net result of the international trade in outstanding securities (classi-
fied as Other Security Transactions in the summary table) is noteworthy in 1937, prin-
cipally for the change in direction that appears on balance., Purchaseg of outstanding
gecurities by Canada exceeded gales in 1937, in contrast to the excess . of sales in each
of the four preceding years in which the trade has been completely recorded. In this.
connection, it is of interest to note that the movement in the index of common stock
prices in Canada wag upward throughout this period, until March, 1837.

'The group of capital movements claseified as "Other Capital Movements" in
the summary table has grown throughout the five years. To a certain extent these are
intercompany and intracompany movements that have increased in scale with the develop-
ment of recovery. There ig, however, a considerable diversity in the composition and
gignificance of these movements that have been on balance outwards during the five
year period, and the net increase.between 1926 and 1937 mugt be considered in more de-
taaull,

A large part of the increase was due to a larger net debit in the item "Net
Capital Transactions of International Direct Investments etc." shown in the detailed
capital account for 1937. This increage was a result of the operaticns of both Bri-
tish and foreign-owned cdirect investments in Canada and Canadian direct investments
abroad. The outward movement on account of the first'group of concerns no doubt re-
flects the increasing incomes of many .of these ccncerrs in Canada, whereas the growth
in the second group of transactions, those connected with Canadian direct investments
abroad, may have been irfluenced to some extent by the recession in the United States
in the latter part of 1937. Net outward remittances of Canadian trust companies in-
cluded in thigs item declined, on the other hand, as did elso the net outward remittan-
ces from insurance compsnies in fanada. The remaining cource of debits recorded on
capital account in 1937 was the increace in the net asgssets of Canadian banks' abroad,
a result of the growth in the external asgete of the Bank of Canada.
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Summary Table

Canadian Bslance of International Payments 1933 - 1937

Net Receipts or Creditg (+): Net Payments or Debits(-)

(In millions of dollars)

1933 1934 1935 1936 1937

Current Account of Goods, Gold and Services

ISR T N ) R e T F, +146.6 +146.1 +182.7 +322.2 +213.3
2o Golldl ™ Sann d o o oMo MU L B SRl ot o | R SUR o + 87.8 +109.6 +116.7 +171.0 +145.0
SN RN R GO STl P te S S arira-a arans o = oo S5 feie sie 510 + 66,2 + 82.4 +119.2 +140.9 +170.3
4., Interest and dividends cceecesecss S . o5 T o 856 Xe -224.3 -211.6 -208.6 -233.8 -246.2
O« Fredght ceceeveictcreacecioccascannscacsnsnss - 22,1 - 27.9 - 14.1 - 17.8 - 25.5
6. Miscellaneous services .eesee... e « e (o OB - 34,2 - 25.8 - 29.0 - 34,0 - 38.7

7. Net receipts or credits on current account . i 20500 + V7408 FLTERGNESO8S SEEheliEiee

Capital Account

8. New Issues and Retirements of Securities.... - 26.1 - 58.0 -154.4 -165.9 - 88.4
0. Other Security Transactions ceeecveccescenae + 51.0+ 8.9 + 51.0+ 7.8 ~ 4.8
100 OtheI‘ Capital MOVGmentS oaoeooocco-ono;onooo ' 51’.4 - 66'7 — 70.1 - 97o6 —105-6
1l. Net outward capital movement c..ececevecean. - 26.5 -115.8 -173.5 -253.7 -198.8
Tl RABRGHAY S0 vuouiss .o’ s obn ) A T BURE ox 6.5 410 5.4 54.8 19.4

In appraising the effects of the movement of capital between Canada and other
countries, during recent.years, upon Canada'g balance of international indebtedness,
it ie apparent that thece have been more in.the direction of reducing the foreign lia-
bilities of Canada rather than in that of -increasing Canadian investments abroad. The
retirements of Canadian-bond issues owned abroad have been definitely in this direction.
It is less easy to distinguish the effects upon international indebtedness, of the other
movements of .capital, although these also appear to have been more in the direction of
reducing liabilities. In 1937, however, as distinguished from the previous years, it
would seem that a smaller proportion of the net outward movement of capital was employed
for the reduction of liabilities than formerly. The decline in the net retiremente,
the. increase in external banking assets, and the net purchases by Canada of United Statee
gecurities all point to this conclusion., But, . too much signifiance should not be given
to the effects of the annual movement of capital upon international investments, as the
values of these investments are subject to a wide range of influencec independent of
balance of payments transactions.

Particular characteristics and movements in the principal items appearing in
the statement are described in more detail in the notes that follow.
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Paywents Trangactions 1837

The accompanying table shows the approximate geographical distribution of the
net balances of the prircipal itemg of the balance of paymente in 1837. While the
exact distribution of meny trangactions is recorded, the distribution czhown for others
is of necessity less accurate than the estimates of tramsactions with 21l countries.
The table does, however; illustrate the general character of the relations between
Canada and the three areas shown. It should be pointed out that the clagsification
of transactions by countries igs generally based upon the final incidence of the tran-
sactions rather than on the currency in which they were executed.

The credit balance of $218.2 million between Canada and all countrieg in
the current account is the result of credit balances from current transactions with
the United Kingdom and other overgeas countries of $176.8 million and $96.7 million re-
spectively, as against a debit balance of $55.3 million arising from current account
transactions with the United States.

Credit balances from trade with the United Kingdom in merchandise and gold
were reduced principally by the large debit balance ariging from interest and dividend
paymentg. In current account transactions with the United States, large credit
balanceg from gold and the tourist trade were more than offset by net debits from the
merchandige trade, interest and dividendg e&nd miscellaneous transactions. In the cur-
rent fransactions with other overseas countries there were gubstantial net credits
from wmerchandise and interegt and dividends.

The net capital movemente between Canada and each of the three areas must
also be taken into account, as the net capital movément shown by the current account
balance with all countries does not .in itself disclose the extent of the movements be-
tween Canada and each country. The outward movement of capital during the year wag
predominantly to the United States, outward movemente to that country being recorded
in each of the priuncipal groups of capital movement. Capital movements between Canada
and the United Kingdom were cn balance outwards althougl the total outward movement
for retirements and other capital movements was congiderably reduced by inward move-
ments of capital through the trade in outstanding securities. Movements of, capital
between Canada and other overseag countries were on balance inwards.

When the balances on current and capital account are congidered together for
each of the three areaz, the general character of the commercial and financial tran-
sactions with these couatrieg, during the year, becomes evident. Thus, net receipts
from the United Kingdom were $152.5 milliocn, if the met payments on capital account
are deducted from the n2t receipts on current account. HNet payments to the United
States in 1937, on the other hand, totalled $240.2 million, if.the net payments on
capital account are added to the net paymente on current account. Receipts from cur-
rent account transactiona from the countries other than the United States and United
Kingdom were augmented by net receipts from these overseas countries on capital account.

The large volume of capital paymente to the United States, as well as the
gmaller volume of net current payments to that country and the capital paymente to the
United Kingdom were made pogeible by the net credites from the current account with the
United Kingdom and from the current and capital account with other bverseas countries.
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Geographical Bistribution of the Net Balances of the Principal

itemg of the Canadian Balance of International Paymentg,1937

(In millions of dollers)

Commedity e Ty <L, e e o
GOLA sscsvvscoassesssavsssnsscnnas
Touriet Trade ..... holoc ol Taapob00
Interest and Dividends secescecsss

Migcellaneous Current Transactions

Net Credits on Current Account ...

Net Debits on Current Account ....

Net Retirements ....eeevevevecenes
Other Security Trangactiong ......

Other Capital Movements .ceeevcoee

Net Qutward Capital Movement .....

Net Inward Capital Movement ......

Net credits (+) or net debits (-)

Between Canada and

A1l United United Other
Countrieg Kingdom States ~_Countries
+213.3 +255.1 —107:3 +67.5
+145.0 + 51.8 +111.1 h 2l

+170.3 - 5.3 +175.6 -
-246.2 - 88.0 -200.2 +42.0
~ 64.2 - 14.8 - 34.5 -14.9
+218.2 +176.8 - +96°7
. = - 55.3 =
- 88.4 - 25.7 - 62.4 - 0.3
- 4.8 + 20.1 - 36.3 +11.4
-105.6 - 18,7 - 86.2 ~ 0.7
-198.8 - 24.3 -184.9 -
s = - +10,4




Estimated Canadian Balance of Internatiogal Paymentg, 1937
(In millions of dollars)

Creditsg Debits

Exports Imports Net

Visible Visible Credits (+)
and and or

Invisible Invisgible Debite (-)

Current Account of Goods. Gold and Services
1. Commodity Trade——

Recorded merchandise exports and imports cc.eeecececesoscsccase E 152550 808.8
Unrecorded imports of ghip® ececcececssecscoscossasssosaanncoone - 2,5
1,125.0 811.2
Deductions for cettlers effects and other non-commercial items. 3.9 3,8
s i BB 801.4
Correction for overvaluation and undervaluation .c.ccsssecesscs - 6.2
Deduction of gold bullion and quartz from exports and addition 1,121.1 795.2
QiiERIVER aul OTRETNCIOME 4 Jalsl dcs o aieiolasolondls Yo siaiais = =0 oo OB OTG 00 ot 111.4 Bl 12
Corrected total of commodity trade ..c...cecew D000k« & Idoab 000 On 1,008.7 796.4 +213.3
2. Gold Exports and Imports (Including Earmarked Gold)--
NOB-MONELATY e . oo cmsoesacase o AT o SR G ot ¢ - 0 DIOHIRE, SRS R0 00 (0 145.1 0.1
ERIEEET =« « « 37 5% o afe Jamilt o-es 4 o 5o opibras o o e diios s o 4 o0 o Blola e L% - -
Hoball Godd. s cos8 .0 npe SOBG IR 1o G O TG 5 GO 00 00 O 145.1 @1 +145.0
3. Freight Receipts and Payments, N.OcPe ecoeesscscaconcoerssncscascnso 101 72 137.2 - 25,5
4., Tourist Expenditures .c.ceceeceeccsscccecscssscecscsaccosassscossnsnn 234.7 124.4 +170.3
5. Interecest and Dividend Receipte and Paymentsg cceeeeciecconnannccscne 78.8 325.0 -246.2
go ImEPantat REBIBIANCES 4scoonsssodocsasocPunceccseosossnndecsinne £.5 22.0 - 14.5
7. Government Expenditures and Receipts sc.coececessscrscncsncsscasans oS 3 lh 1oL - 3.5
8., Charitable and Missionary Contributions .ececeeeecerroccssccccanane 0.9 2.0 = | T
9. Advertising Transactions ce..ccsesee 286058 PO A BB B8 O G0 9.0 0 GO0 2T 2.5 + 0.2
10. Motion Picture Earnings .ceecec.e 0400 o o B O RO B e QOG- o6 B0 GO 5 S - 4.5 - 4.5
11, Capital of Immigrants and Emigrants ..c.ccceecececececscanscccccsccs (5 4.1 - 2.5
12. Earnings of Canadian Residents Employed in U.S.A. and U.S. Re=1dent¢
Employed in Canada c.eceece.escscccsccecsocsssrsasosscsasessoo 4.8 i + TN
13. Net Paymente for Entertainment Services, Royalties etc. not included
c o Besd g e SRS o N SERY R i A T RSR R - 16.0 - 16.0
14. Total Credits and Debits as Above ......... .o v s . g R . o A 1,885.2 1,447.0 +218.2
15. Balancing Item-Difference Between Credits and Debites Above ........ 218.2

1,665.2  1,665.2



Capital Account

New Issues (par value) ..o...... ol ol B R Ba) L ot TG § e were B & B 5w v+
Less Commisgions and Discounts seeveeeceiveccanas S 0 6 0 6 B Db 5 6
Neit INan, TSSUag 8 8, o oreramsisio oo 580 0 P oD 0 OL B0 0.0 0 B0l B ARG A o

Retirements of Securities Owned Outside Canads .....cceeveeens. A L S5

Sales and Purchases of Outstanding Securities ee..e.ieceen. oake o cleiaiais s eiaie

Net Capital Transactions of International Direct Investments etc. ee....

iaurence  TrSREEE LI onE- N 0Dd « GO . 25 vus ws shis 50 0 o3 2urs s o T s o o 98 otns oo

Change in Estimated Net Assets of Canadian Banks Outside Canada eecee...

Tolel Credits and Debits 88 8BOVE weua.s i eisioascsentsnobonaesoansaneass
Balancing Item - Direct Estimate of Net Outward Capital Movement .......

Regidual Item(l) - Difference between the Balancing Items of Current and

GapittailiWilce ounitia S L TN 8 | RRETERO TY k 50 A AR o R

Credits Debits

93.0
35
8905 =
= 804
% T 177.9} 8
506.6 511.4 - 4.8
- 82.6 - 82.6
2400 54.0 - 10-0
o 15-0 - 1590
620.1 818.9 -198.8
198.8
818,9 818.9
18.4

(1) This item is the difference between Item 15 of the current account, which indirectly indicates
the net capital movement, and Item 8 of the capital account, which is the net capital movement

arrived at by the direct estimate of the capital movements shown.

Ag these two balancing items

would balance in a statement that was absolutely correct and all-inclusive, it may be assumed
that the residual item represents either errore in the computations or the omission of transac-

tions which have not been traced.
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Notes on the Principal Items of the Current Account

Merchandise Trade (Exclugive of Gold

In 1937 Canada‘@ credit balance of commodity trade wag much lower than in
1936. This contraction in the active balance .on.merchandise account from $322.2 mil-
lion in 19%6 to $215.5 nillion in 1937 was the moat, important change in the current
account of the Canadian balance of payments in 1937. A greater increase in the value
of imports than in the value of exports was the reason for the shrink-ge in net
credits. To an important extent the small increage in total exports waz the result
of the marked decline in grain exports, the consequence of poor crops in the Prairie
Provinces, while growing imports cugtomarily follow a perioed of heavy exports.

But even with tuis sharp contraction from the peak of 1936, the credit
balance on merchandise trade in 1937 wag still at an unusually high level, being
greater than in any year in .the previous decade with the exception of 1936. Reduced
balances of exports or incroeaging debit balances were experienced, however, by many
of the debtor countries of the world in the .latter half of 1937, with the decline in
demand for raw materiala and foodstuffg, and the weakness in prices that developed.
But, in contrast,; it is interesting to observe that the demand for many commodities,
egpecially metals, exported from Canade was well maintained throughout 1937, The
Canadian balance of exports in the latter half of the year was greater than in the
first half, although exports of wheat, the commodity customarily adding substantially
to the value of exports from Canada in the latter part of the year, were unugually
light. The behaviour of the Canadian balance of commodity exports in 1937 contrasts
with the rapid deterioration in.the balances of exports of many of the other primary
producing countries in the latter part of 1937.

Analysig. of tae balance of merchandise trade between Canada and the United
Kingdom, the United States and all other countriss discloses the divergent trends
in the trade with different countries during the year. The balance of merchandise ex-
portg, excluding gold aad without adjustments for non-commercial and other small items,
waz $92.9 million in thes first six months of 1937 and $110.5 million in the last half
of the year. 1In contragi, the .balaance of imports from the United States was greater
during the second half year than during the preceding six months. This debit balance
from the merchandise trade with the United States increased from $52.4 million in the
first period to $65.1 million in the second. Decrepging cradits are algo evident in
the trade with overgeas countries other than the United Kingdom. Net credits derived
from the trade with these other. countries were.$38.2 million in the first half year
and $26.7 million in the second half year. The explanation for the growing export
balance in the trade with all countries in the second half of the year lies, of
courge, in the trade with.the United Kingdom. Net credite from the merchandise trade
with the United Kingdom grew from $107.1 million in the first half year to about
$145.0 milliocn in the second half.. This change wag the result of expanding exports.
Imports from the United Kingdom in the gsecond half of 1937 were $8.3 million greater
than in the first half, while exports were greater by $50.1 million. This increase
in exports to the United Kingdom is particularly impressive when the low level of
wheat exports in 1937 ig congidered. It is clear that the heavy British demand for
Canadian merchandise in 1937, especially in the latter part of the year, was a most
important factor maintaining Canada's export balance of merchandige trade during the
year.

The recorded statistics of merchandise trade, it will be noted, have been
adjusted for balance of payments purposes when entered in the balaace of payments
gtatement. Besgides the deduction of gold bearing quartz and non-monetary gold bullion
from exports of merchandise, certain other adjustments have baen made. These include -



Merchandise Trade, Exclugive of Gold, Between Canada and Other Countries

1937

(In millions of dollarg)

For Total United States United Kingdom Other Countrigs _
Month Net Net Net Net
of Exports Imports Exports(+) Exports Imports Exports(+) Exporte Imports Exports(+) Exporte Imports Exports(+)
Imports(-) Importe(-) Imports(-) Importe(-)
January. . 78.0 52.0 + 28.0 29.1 33.3 - 4,2 30,5 9.3 + Rl.R 18.4 9.4 + 8.0
February. 64.9 48.7 + 16.2 26.1 21038 - 5.7 255 6 9.2 + 1l4.4 L 2 T + 7.5
March ... 84.6 oIl TSNS S5 0) 44.8 - 9.8 &0)dL 12.% BT 19.5 13.4 + 6.1
April ... 5[5)e] 56.9 + 3.0 26.8 36.7 - 9.9 18.6 a2 + 9.4 13,5 10.0 +, #B.5
May oeeee SHLAG] 76.8 + 14.5 35.4 46.0 - 10.6 34.8 14.5 + 20.3 21.1 NGRS + 4.8
June .... 95,5 W) -+ SSIGRN 3Z2.5 45.7 - 12.2 38.0 L), AR 2L (G 24.0 16.7 NN
July .... 92.0 EESISERELE S S S 33.0 42.0 - 9.0 36.6 T4SE |+ 22R0 22.4 15.5 + 6.9
August .. 91.2 70.1 + 21.1 e 95 60 Y- 150 % A% Rldne " MBS e
September 83.8 70,4 + 13.4 33.4 41.7 - 8.3 )] 12,7 + 20.8 S[e7A 16.0 + 1.1
October . 94.3 Siatae | SRS 3.4 47.4 - 15.0 40.4 327 LGN 21.5 1.1 + 0.4
November 102.0 80.8 | P 2 239.0 46.5 - 17.5 49,2 15.0 + 34.2 3.8 1210 SRR S
December 76.0 SER.CI RN PSS 26.3 34.9 - 8.6 SILGE) B8R B HEeNs 18.4 9.6 + 8.8
Total - 12
Months 1013.5 810.1 + 203.4 BS.6 491.1 -117.5 403.3 147.3 + 256.0 R36.6 171.7 + 64.9

|




Cumulative Merchandise Trade, Exclusive of Gold, Between Canada and Qther Countries

LIS

(In millions of dollars)

- P o

S Total United States _United Kingdom Other Countries

End Net Net Net Net

of Exports Imports Exporte(+) Exports Imports Exports(+) Exports Imports Exports(+) Exports Imports Exports(+)

Importa(-) Imports(-) Imports(=) Imports(-)

January.. 78,0 52.0 + 26,0 2P ImE L 1P 30,5 8.5 &+ .2 18.4 9.4 + 9.0
February. 142.9 100.7 + 42.2 55,2 65.1 - 9.9 54,1 18.5 + 35.6 33.6 R =t eSS
Mapeh' ;. G T LT L2 R S s G 9002 110} st TN B |72 057 84,2 SN+ 528 53.1 30,5 + 226
April ... 28 S2d8 T & U587 11700 146.6 - 29.6 103.8 BIENCLASEE RG22 66.6 40.5 =r 2691
L o 37857 308.5 F° TE.2 A T HPdce, T — A0he 138.6 (55 s e 87.7 56.8 ROl
June:...o 474.2 381.3 + 2R2.9 d85a3 - 2885« ~152s4 176.6 G sl IENIE il 111.7 735 + 38.8
July cco. 566.2 453.4 + 112.8 218.9 280.3 - 61.4 213.2 845 £ 129.i1 134.1 89,0 + 45.1
August ., 657.4 523.5 + 133.9 a252.5 52006 —68.1 249.1 ey B 151N IS8 - 1088 upil
September 741.2 593.9 + 147,3 2859.9 ' 362,35 - - 76:4 282.4 109.9 + 172.5 a7z S R Al i Ty S s
October.. 835,95 el I+ 5S84 318.3 409.7 - 91.4 388 | 12306 SR 19908 194.4 142.8 G E
Novenber O5ffe’> 7860 L1806 347.3 456.2- --108.9 BAZH0. N 58461 o 2S5 2LBN2IN SNIGRL o e dl
December 1,013.5 810.1 + 203.4 BT 5060 & MO i AT B 403.3 147.3 + 256.0 256,608 BTN + 64.9
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- the addition to imports of unrecorded imports of ships, the deduction from imports
and exports of settlers' effects and other non-commercial items recorded in the trade
statistics, the deduction of goods imported by Canadian tourists returning to Canada
when these have been declared under the $100 tourist exemption clause of the Customs
Act as these are included in the estimated expenditures of Canadian touriste in other
countrieg, and corrections for known overvaluations or undervaluations of imports.

The accompanying tables showing the merchandise trade by months, exclude gold,
but have not been adjusted for the various non-commercial factors mentioned above, as
these latter adjustments have only been made for the year as a whole.

Gold Exports and Imports--

This item includes all gold exported in the form of quartz, bullion, or coin,
ag well as Canadian gold sold and earmarked for external account. Accordingly, gold
bearing quartz and gold bullion other than monetary have been deducted from the statis-
tics of merchandise exports, and to them have been added exports of foreign gold coin,
and earmarked gold.

Exporta of Gold from Canada, Calendar Year 1937

(In milljions of dollars)

To To To
Total United United Other
Exports Kingdom States Countries
Gold Bearing Quartz ....... 2 | (1) 7.0 0.1

Gold Bullion-Other than monetary ........ 105,.7 2.5 103.2 -
Gannd el GOId BEID meeoreeccrcorevecncens - - -

Canadian Bullion-Monetary ...ceecosececens - -
HEEST SRS A GBI & oo vosvesdloscserasncss 12.0 Sl 0.9 2.0
Foreign Bullion-lMonetary ....ecvoceesceee - - - -

T

Total Exports &g above +sccssscssceconns 124,855 ISs6 Akl ol 2.1
Earmarked Gold O 8 &9 8 eee0 O eO eSS ENONOLREe D 2002

Total Sales of Gold © 00 ® ® 88 080G 00 S0 ee 14501

(1)

Less than .05

The credits in 1937 from gold, $145 million, compare with $132 million in
1936 and $116.7 million in 1935, Thieg growth in the credits received from the sale of
gold outeside of Canada reflecte the expansiom in production in Canada. Dividends paid
by minas to sharecholders outside of Canada appear as debits in the interest and dividend
item and offeet in part the external credits received from the sale of gold, as also do
gome transactions recorded in .the capital account.

Freignt Receipts and Payments n.o.p.--

This item includes payments for freight that have not been already included
in the value of merchzndise imports and exports, as well as earnings on intransit and
other traffic with a direct bearing upon the Canadian balance of payments. Gross Te-
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ceipts and payments shcwn for 1937 are heavier than in previous years although the
net debits have increased more moderately, being $25.5 million in 1937 as compared
with $17.8 million in 1936. The larger gross amouuts are due partly to larger pay-
ments to United States railways arising from increased imports from that country of
merchandise, especially coal, and to higher ocean freight rates. But a change in
the method of treating ocean shipping transactions is also responsible for some of
the increase in gross amounts.

Tourist Expenditures—-—

Canada's external income from the tourist trade continued to grow in 1937.
The estimated expenditures in Canada of tourists from other countries in 1937 are
$294.7 million contrasted with $251.3 million in 1936. This amount is not far short
of the peak in expenditures in 1929 estimated at $309.4 million. The prinecipal part
of the increase in 1937 was in the expenditures of tourists from the United States
entering Canada by automobile on tourist permits. The expenditures of this group
constituted more than 60 per cent of the total.

The expenditures of Canadian tourists in other countries are estimated at
$124.4 million for 1937 compared with $110.4 million for 1936. These expenditures
in 1937 are higher than those estimated for any previous year. Net credits from
the tourist trade increased to $170.2 million from $140.9 million in 1936 but were
still lower than those estimated for the years from 1929 to 1931.

Estimated Expenditures in Canada of Tourists from Other Countries

gt -

1937 1936
From Overseas Countries .cocovocoo - o 16,972,000 12,946,000
From the United States---
By Automobile VOO OOV OO0OOe®R 00RO 0UN D 181’552,000 155’509’0%
By Rail and Steamer :ucoecosoccccascscoca 89, 751,000 64,844,000
Other Visitors (Ferry, airplane,
B e ol 560 0. ouso-0-2.S¥sise..o o dfiffele o 26,627,000 20,000,000
Total — All Expenditures .ccocecccoecas 294,682,000 251,299,000

Estimated Expenditures of Canadian Tourists in Foreign Countries

1937 1936
Overseas Countries .cccovecocscesccscns 22,335,000 21,336,000
The United States--
By SAROmoRILe s o' o o o0 o o6 010 66w 08 0 0 Bals 48,893,000 43,811,000
By Rail and Steamer .cccoccocescsscos 24,194,000 21,253,000
By Bus,Ferry,Airplane etcs. covovvooovn 29,000,000 24,000,000
124,422,000 110,400,000

Net Credits Received by Canada ccoosccoo 170,260,000 140,899,000



Interest and Dividend Receipts and Payments--
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Interest and dividends received by Canada from investments in other coun-
tries show little change in 1937 from the amounts received in 1976. Income received
in these forms from Canadian direct investments abroad was about the same as in the
preceding year, while the estimated receipts from United States stocks and foreign
bonds increased only slightly.

Dividends paid by Canadian companies to shareholders abroad were more flex-
ible, on the other hand, showing a considerable increase. Total dividends paid by
Canadian companies to shareholders resident in other countries are estimated to have
been about $172 million in 1937. This amount, however, is still subject to revision
as, although the majority of Canadian companies with non-resident shareholders have
already reported 1937 dividend payments, there are still some of these payments not
yet recorded. Interest paid on Canadian bonds estimated as owned in other countries
totalled $153 million in 1937.

Quite a wide range of services is embraced in this group of transactions.
Included are government expenditures, charitable and missionary contributions, adver-
tising transactions, motion picture royalties, entertainment services, other royal-
ties, earnings of Canadian residents employed in the United States and of United
States residents employed in Canada, immigrants' remittances and the capital of mi-
grants, While some of these groups of transactions give rise to only small net
balances, there are several that are more significant in their effects, notably im-
migrants' remittances and the payments [or miscellaneous services including royalties.
The net debits from all these transactions were not far short of $40 million in 1937,
compared with $34 million in 1936.

es _on_the Items of the Capital Account

New Issues of Canadian .
The par value of Canadian bond issues sold outside of Canada in 1937,
$92.0 million,was slightly lower than in 1936. The principal amount of this totel is
represented by two Dominion issues floated in New York in January and having a par
value of $85,000,000. Although some part of this flotation was subsequently placed
in Canada, it is believed that the amounts sold in Canada have been reported as
Canadian purchases from the United States in the trade in outstanding securities.
Consequently, the amount of the new issue sold in Canada is offset by debits in the
"Sales and Purchases of Securities" item of the capital account.

Most of the new issues sold outside of Canada were in connection with re-
financing operations. Only a minor part of the total represents new capital raised
abroad. At least one purely refinancing operation has been excluded from the total,
there being no net capital movement resulting.

Besides maturing issues, this item includes redemptions by call, and re-
mittances from Canada on account of the operations of sinking funds except repurcha-
ses reported in the trade in outstanding securities.
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Total retirements in 1937 of issues owned outside of Canada were $177.9
million compared with $270.0 million in 1936 and $267.5 million in 1935. This
sharp reduction represents the largest change in capital movements in 1937 and is
due to a smaller volume of maturities and a decline in the number of corporation
issues called for redemption, as circumstances were less favourable in the latter
part of the year for refinancing in the Canadian market.

The net outward movement of capital in 1937 arising from the redemption of
Canadian bonds owned outside of Canada was $88.4 million. This is the amount by
which the amounts owned abroad of retired issues exceeded the net proceeds from the
sale of new Canadian issues abroad and compares with $163.9 million in 1936 and
$154.4 million in 1935, Most of the net reduction in foreign liabilities was in the
indebtedness of Canadian corporations, although the outstanding external indebted-
ness of provincial and municipal governments was also reduced.

Sales and Purchases of Securities Between Canada and Other Countries---

Although the trade in outstanding securities between Canada and other
countries in 1937 was of even greater proportions than in previous years, it was
only accompanied by a relatively small net outward movement of capital that was in
an opposite direction to the net movement in the preceding years. Total purchases
by Canada of $511.4 million exceeded total sales of $506.6 million by only $4.8 mil-
lion, As sales and purchases almost balanced in the second half of the year, it
wags in the first half of the year, particularly in April, when these net purchases
were executed., In fact; net purchases in the second quarter of the year more than
offset the large net sales in the first quarter that were concentrated in February
when the prices of stocks were unusually high.

As the amounts of these international security transactions recorded are
the amounts of the sales and purchases, the gross transactions are not all accom-
panied by foreign exchange transactions, especially in the case of stock exchange
transactions. Statements received on foreign exchange transactions accompanying
reports on sales and purchases of securities, however, reveal that the net sales
and purchases generally reflect the movements of capital of significance to the
balance of payments,

The net outflow of capital during the year was the result of a number of
offsetting capital movements. The more pronounced tendencies are revealed in the
_ trade with different countries and in the trade in the various classes of security.
The extent to which the large outflow of capital from Canada to the United States
was offset by inflows of capital from the United Kingdom and other overseas coun-
tries is shown in the accompanying table.

Sales and Purchases of Securities Between

e e T

Canada and QOther Countries 1937

(Millions of dollars)

Net
Sales Purchases Sakes - {+}
it | ohfibone. Purchases(-).
UnitedKingdom .6.omccsos 105a7 85.6 +20.1
RRted States «oooocooceoos 376 .4 412.7 ~36.3
Other Countries ........o L2450 180 = b {84

TOtal, All Countl‘ies o200 5%06 511 14 7 498
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The net purchases from the United States of $36.2 million were principally
the result of repurchases on balance by Canada of Canadian stocks, although Canadian
provincial, municipal and corporation bonds were a&lso purchasefl in considerable
amounts, as well as United States stocks and bonds. During the same period, Dominion
government issues and Canadian railway issues were sold on balance to the United
States.

On the other hand, the influx of capital from the United Kingdom was pro-
duced, for the most part, by sales of Canadian stocks and bonds, although there were
also sales of United Kingdom bonds as well, Likewise, excess sales over purchases
of the stocks and bonds of Canadian companies and Dominion government bonds were the
principal transactions giving rise to the inflow of capital from other overseas coun-
tries.

The consequence of these diverse transactions was that, although the total
net change in the external ownership of Canadian securities was slight, there were
more marked changes in the ownership of particular groups of securities. Thus, re-
duced United States holdings of Canadian stocks were accompanief by enlarged British
and overseas holdings. Then, while external holdings of Dominion Government issues
and Canadian railway bonds increased as a result of the trade in securities, there
were reductions in the holdings of Canadian provincial, municipal and corporation
bonds. Canadian holdings of United States bonds inereased and the slight excess of
Canadian purchases of United States stocks over sales indicates that Canadian hold-
ings of these securities may also have increased, although fluctuations in the mar-
ket prices of stocks make such a conclusion uncertain.

In considering the general character of the trade in securities in 1937,
as contrasted with previous years, it should be borne in mind that the first serious
recession in the prices of Canadian stocks 1in recent years took place in 1937. The
course of the official index of common stock prices shows that the month of March,
1937 marked the termination of an irregular advance that started early in 1933. The
declines in the latter part of 1937 were particularly sharp. Canadian net purchases
of securities were mostly executed in the months following the peak in stock prices
reached in March.

Net Capital Transactions of International Direct Investments etc.-- 5

The net debits arising from this group of transactions totalled $82.6 mil-~
lion in 1937 contrasted with $74.2 million in 1936. The capital movements included
in this item are made up of the net transactions not recorded elsewhere connected
with (1) British and foreign direct investments in Canada, (2) Canadian direct invest-
ments abroad, (3) Canadian trust companies. The first of these groups of transac-
tions is the most important. The increase in the net outward movement was in the
first and second groups, the net outflow connected with the operations of Canadian
trust companies being less than in the previous year.

Although the transactions shown in this item of the capital account are,
for the most part, capital movements, there are some small items of current transac-
tions ineluded.

Ingsurance Transactions---

The transaci.ions recorded in this item are the movements of funds between
Canada and other countries arising from the international operations of insurance
companies that are not recorded in other items of the balance of payments statement.
The amounts have been reported by both Canadian companies and British and foreign
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companies with branches in Canada.

In 1937 the net outflow of funds declined to $10.0 millions contrasted
with the net outward movement of $26.0 million in 1936. This was the result of an
expansion in the total inward movement of funds and a contraction in the outward
movement.. The transactions of Canadian companies showed a change from a net out-
flow in 1936 to a net inflow in 1937, while the operations of British and foreign -
insurance companies in Canada resulted in a smaller net outflow of funds.

International Insurance Transactions, 1936 and 1937

(A) Movements o7 Funds, n.o.p., between Canada and Other Countries
(In millions of dollars)

Plus sign indicates net inflow of funds to Canada
Minus sign indicates net outflow of funds from Canada

1936 1937
Between Canada and

United Kingdom—-

ISl RSO, & SFifrsrsioioke e ol F L. o bu L o J98: 2 UL 9.0

ONRAAUCRINEGT 5 Yoiete oo b ihiohe ¢ o 02 a0 . .8, L 8.0 9,2

NESIRMOVENCTID! & axole s 18 16 o exer's s o o ‘oflle 1o o  opetehore fe S s 6.2 -0.2
United States—

0 BEOWAENON - o v s o6 lers slaaws » R O 14.6 1558

QRN G o o o Aonlls e 070 e o SR o v al8s aale 510 STorew o S5R8 25l

M ONE IEIRIL ~atefororclalePors o o16 o o TIBE ¢ &' SheiPron o 's o o1 oo -21.2 -11.9
Other Countries- -

ISR ORMALOMIEEIES s e o 0id oiv o s 4 o o SHaie o ko 2.6 Sl

(SR WA U e o hiatl o S Mo se o BB T o Bboie o el 82 J U]

NP oenemEl (P SEAL 25 . o BB . oot oor bt A +1.4 F2l
A1l Countries--

HETUGETONI oo Mk § % cloro ¥ers ¢ oath e o ¢ IR’ ooralprsls 19.0 4.0

O T e A R e IR g P 45.0 34.0

Net MOVt’ment DPITO T OD SO S PDOC IS TSSO IOOREIPOSEOCPODOD “26;0 _1000
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(B) Movements of Funds n.o.p. between Canada and all Other Countries
by Groups of Companies.

(In millions of dollars)

Plus sign indicates net inflow of funds to Canada
Minus sign indicates net outflow of funds from Canada

1926 1937
Nationality of Companies
Canadian Companies—-
Inward 00 85§00 @ &O0D0QODOVCC®TOOLOED OO OCCCD L 1406 20“1
Outward DOV OO U 00 C 8B ¢0 OO0 # O e CO OO0 eCE D 170-5 1205
Net Movement OO0 00 5900030 FEODCBOOOOD0 "'299 +7.6

British, United States, and OCther Companies—-

TOTIENEC Ty o o i ol o 20 TR 5 b & 0 e [l [ 4.4 3.9

(W ERG IS a0 SONE  No o) o lale ) > Teko! slolols o ololols) o .85 LG

Net Bl ovEnEnt | o soiaclt Holatois & sioiale b= 0% -23,1 ~-17.6
All Companies---

el ol ol e e S OR A S5 0 0 Lo 8 Sl 12.0 24.0

Outwal"d 00000 0®EECSOBRIO0PDEOC0ODUDOC 4590 3400

Net) MEVEMENIE oo o o's.s o 570078 » 5% a0 5le 5 o & e -26.0 -10.0

Change in Egstimated Net Assets of Canpadien Banks Qutside of Canada--

The estimated net assets of Canadian banks outside of Canada increased by
$12.1 million between the beginning and the end of the year. The increase in the
external assets of the Bank of Canada was more than this but part of this growth was
offset by a decline in the net assets abroad of the chartered banks.

It should be noted that all changes in international short-term banking
assets and liabilities are not included in this item. For example, fluctuations in
foreign deposits in Canada and Canadian essets or liabilities in foreign banks are
not completely reflected -in this item. While it is known that the deposits of
foreign banks in Canadien banks in Canada increased, it is not known to what extent
there were other movements offsetting this apparent inward movement of funds.

Residual Item--

d In the balance of payments statement for 1937 the residual item is $19.4
million. This item is the difference between the net movement of capital indicated
by the current account balance and the net movement of capital traced in the capi-
tal account. Theoretically, in a perfect balance of payments statement, the net
balances in the current account and capital account would exactly offset one another.
The residual item, therefore, is a measure of the accuracy and completeness of the
statement and may reflect either errors or omissions. There is reason to believe
that part of the residual item in 1937 is due to the absence of debits in the capi-
tal account to offset merchandise exported from Canada under various special circum-
stances. An illustration is provided by the stocks of newsprint stored in the
United States at the end of the year but still owned by Canadian producers. As
special transsctions such as these are difficult to record exactly, no account of
them has been taken in the statement. Similarly; certain other classes of short-
term transactions are unrecorded.
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