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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS

Included with the statement of the Canadian belance of internationsl pay-
ments for 1942 sre revised stzterments for each year from 1937 to 1941. Comparisons
of transsctions during the periecd frem 1937 te 1942 with the principal countries and
groups of countries are shown in tables I to VII and seperate stetements for each
year are presented in tables VIII tc XIII.

When the statepents for the pre-war yesrs are contrasted with the three
wartime years, the changes in the size and structure of the belance of payments
during the war sre brecught mecre clesrly inte relief. As the comparicscn shows, the
wartime develeopments have, in many respects, been an accentuation of a pattern which
was typical of Canada's internstional accounts during the pre-war yesrs.' Im each
vear there have been credit balances in Canada's current account with Empire Count-
ries and debit balances cn current account with the United States, and with the non-
Bmpire area as & vhecle, also, with the one excepticn of 1937 when there was a small
credit balance with all non-Empire countries. But underlying the similarity im
structure, however, have been the cutstending differences in the mechanism of
meking internstiocnel settlements which have been at the core cf the financiel pro-
blems arising cut of develcpments in internaticnal peyments during the war.

Before the war, perticularly in the trade between the British Commcnwealth
of Natioms and the United States, free exchange markets were the characteristic
channel of internstiomsl settlements betreen the principel trading nations of the
world. Cansda's internatiomal accounts provide an excellent examplé of how the system
of multilateral settlements cperated. In the years before the war Canada's beslance
of sterling income was freely convertible inte United States decllars sec that the
Dominion was able to settle the deficit arising out of commercial and finencial
relstions rith the United Stetes.

The scurces of the sterling income were tae substantial credit balances,
shown in the ststements cof transacticns with Empire countries, which msinly criginated
from Camnadian experts tc the United Kingdem. The factors contributing to the current
deficits with the United States were the debit halances arisimg for merchandise trade,
interest and dividends, freight and cther services which were only partly cffset by
credits from gold and tourist expenditures. In eddition tec the current deficits with
the United States there were large debits on capital account. In pert offsetting
these debit belances earising from current and capital trensactioms with the United
States were substantial credit balances in esch of the pre-war years from trens-
actions with cther fereign countries.

The system of multilateral settlements which cperated befcre the war pro-
vided the mechanism by which the internatiomsl balances descrited above were settled.
Triasngular settlements such as those arising from Cenada's trade with the United
Kingdem and the United Stetes were a basic part cof the frame werk of world trede
and hed the effect of brcadening the sphere cf trading between mnaticns by going far
Beyond the limited sccpe cf bilateral trade.
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The war, however, hes interrupted the operstion of the system cf mul-
tilaterasl settlements by creating conditions under which sterling is no longer freely
ccnvertibtle inte United States dollars. Im edditicn, the current accounts of the
belligerent naticns have tecome distorted by wertime demands which heve produced
greatly sugmented current belences fer which new metheds cf settlement have hed to be
devised. In the case of Caneda the new conditions have produced problems with respect
to the balances of pavments »nith both the sterling ares and the mon-sterling srea.

Fith the sterling srea, the problem has been cne of finding means cof
finencing thes grewing British shertage eof Csnadian dellars as the needs of the United
Kingdom fer Canedisn munitions, food and raw materials imcreased to unprecedented
proporticns. In the earlier years of the war, thies shertage was principally met by
the Canadian government repatriating Cansdian securities owned in the United King-
dom and by the accumulation of sterling bslances by the Fereign Exchange Control
Board. Some settlements have slsc been effected by purcheses of geld from the United
Kingdom which has, in turn, beén sold in the United States tec settle Canadian deficits
thera. In 1942, hewever, besidés scme additionsl repatriations, 8 new methed cf
meeting the groving needs of the United Kingdom fer Canadian dellars was intreduced
when a gift cf one billicn dollars wes made tc the government of the United Kingdem.
In the same year the mejecr part cf the accumilation of sterlimg balances by Canada
wes converted into sn interest-free loan of $700 millicn to the United Kingdom. Im
1943 a furtner develcpment in the metheds of financing the wartime needs cf the Allied
Nations was the apprepristion by the Cenadian Parliament of cne billien dellars for
Mautual Aid, for the production and trensfer of Canzdian war supplies to the United
Naticns. More detzils on the capitsl trensacticns with the sterling srea will be
found in Teble 3 sccompanying the comments on the capital transacticns in 1942.

In the case of the balance cf payments with Non-Empire countries, the
central problem has elsc been one of scarcity - in this case a Canadian shortage
of United States dellars. The customery deficits in Csmada's current account with
the United States heve been greatly sugmented by the war, principally btecause of
the repid rise in Canadien imports frem the United States. At the same time, net
credits from cther foraign countries whese currencies zre convertible into United
States dcllars have sharply centrscted with the decline in exports te Continental
Burops and Asia.

Since, during the war pericd, the deficits incurred with the United States
dollar eres hazve had tc be settled with United States dcllars, it has been necessary
tc conserve United States dcllers for the mcre essentiel purpcses cf the war, and to
develop new sources of United Steztes dollers. Exchange coentrol with the control of
canital movements has provided the principal means cf conserving United States dollars.
Covernment measures heve also limited expenditures on Cenedizn plessure travel and
non-essential commodities in Non-Fmpire countries. As a result of the agreements
entered intec 2t Hyde Park, new sources cf United States dellers were preduced with
the sale of muniticns on & large scale to the United Stztes Government and further
developrment of the production c¢f rew matericls in Canada. The sale in the United
States of gold and United States decllzars purchased from the United Kingdom, has
plso bteen 2 facter in meeting deficits in the United Si.ates. Anotner facter of
increasing impertence in aleviating Caneda's snertsge c¢f United States dellars has
teen the greving volume of imperts ef capitel erising, meinly, from the purchase of
- outstending Canadian bends ty United States investers.
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Current Acccunt Between Canada

and All Ccuntries
(See Table I)

; In 19/2 totel credits on current acccuht with 211 countries cf £3,38,
million exceeded tctel debits of $2,275 million by €1,109 millicn. This balance com-
pares with credit balsnces on current account cf $491 million in 1941 and §126 mil-
lion 17 1939. 1In 1942 es in other yeers durimg the war the sherpest increase was
in the grogs credits. Credits, debits and balance are, of course, at record levels
snd reflect the great expsnsion in the Canzdian econcmy with the export of war pro-
duction to the many theatres of war throughout the werld.

Table 1 - Current Account Between Canada
and All Ccuntries

(millions of Dollars)

Year Credits Debits Net Credits
1937 1,593 Jeival 3 ED
1938 1 361 1,261 + 100
1939 Liag7 L gal 4+ 136
19240 1,776 1,627 + 149
1941 2,458 1,967 + 491
1942 3,384 25l I +1109

In order tc revesl the finenciel and fereign exchange egpects of the inter-
nationol ecccunts prcduced ty these wertime chenges, it ic nececcary te divide the
Palence of pavrents stotements inte two clesrly defined divieions for the rescens
vhich have glready teen discussed, - the belence of poyments between Ceananas ond the
Sterling Erea, end the balence cf psymentc between Csneds &nd the rest of the werld,
with which Cansda's dealinge e&re cn a United States dcller tssic. Separate ctate-
mentse are therefcre shevn for transsctions with Empire Countriecs and Non-Empire
Countries. Inscfar as wes poscible, the stestement for Empire Countries reprecsents
the Sterling Area end the ststement for Nen-Empire Ccuntries represents the United
Stetes dellsr zres during the wer yesrs. In the pericd tefore the introduction of
exchenge ccntrol by the neticns of the Britich Comronweslth im Septembier, 1929, the
divigicen imto the two &rees has less significance from s currency point cf view,
teing cnly ¢ divieion betyeen Empire snd Nen-Empire ccuntries.

Current Tramsscticrs with Empire Countries
(See Teble II teo 1V)

The dominant cheracteristic of tne bzlsnce of peyments between Coansda end
the Sterling Area, 8 lerge excess cof Censdizn eoxperts ond other cources cf balance
cf payments credits cver imperts end cther detits, was even mere promcugced in 1942
then in the eerlier years of the war. Totel British expenditurec increeeed charply
while British current receipte increzsed cnly mecerstely. The net credit on cur-
rent scconnt in 1942 was 81,277 millicn cempared with $805 millien in 1941, $419
rillien in 1940 ¢nd §£176 millien in 1929. The expencion in Eritish expenditures
ves meinly due te much neevier peyments fer munitions. Paywents fer rav meterials snd
feed continued st verv high levels elee vhile expenditures cn verious ver ectivities,
including #ir training in Cenede, increaged¢ substentislly. Expenditures in Cunadisn
perte in ccnnection with chipping 2nd peyments for inlend freight cn erperts were alsg
higher. The tet#l value cf experts frem Cenzde con Pmpire zcceount, including pre-
peyments for geeds in the precess ef preduction, incressed frem $1,098 nmillion in
1941 te $1,549 in 1942. These figurec cempare nith the value cf experts teo Empire
ccuntries in 1939 cf $426 millicn end de nct include exporis en Cenadisn acccunt
such s ecuipment fer the Csnadien Zrmy in the United Kingdom.



CANDIAN BELLNCE OF INTERHMATIONAL PRYMENTS

The mcderate gain in British receipts wes due almcst entirely to the higher
level cof Canedien expenditures zbreced in cennectien vwith the Csnedien armed feorces
cversees. Totel cversess expenditures of the Csncdien gevernment were £191 millien
in 1942 ccmpared with #97 millicn in 1941. Imports from beth the United Kingdem
and the rest of the Sterling Area, emcuntirg tc $116 million and $110 millicn res-
pectively in 1942, were lower than in 1941 but still higher then in 1939. These
imperts de nct include geeds which ere net purchased bty Canede, such as centribu-
ticns in kind mede hy the Gevernment of the United Kingder tc the Comtined Air

Treining Orgenizeticn end the ecuipment imperted fer the R. A. F. Specizl Schecls
in Cenade. Net payments ©f interest and dividends bty Cansde tc the Sterling Ares

heve declined from §75 million in 1939 to 263 milliocn in 19/1 snd §44 milliom in 1942.
This decline in mzinly o reflecticn of the elimineticn of interest paymenis on
Cenedian bends which have been repatrieted since the start cf the war ss payments

of divicends to sharehelders in the Sterling Area heve nct weried much during the
peried.

Table 2 — Current Account Between Canede
end Fmpire Countries
(millicns of dcllars)

Year Credits Debits Net Credits
1937 565 406 + 159
1938 508 337 + 171
1939 502 32 + 176
1940 822 403 + M9
1941 % ) 516 + 205
1942 1,83/ 557 +1277

The current acccunt with the Sterling Aree, chcwn in the vericus eccom-
penying tstles, i¢ divided intc trencsactions between Canade and the United Kingdem
and Canede and Other Empire Countries. An analysis of cfficiel expenditures cn
var producticn hae enatled thic division tc be mzde satisfacterily in 1941 and 1942.
In 1940, hcwever, merchendise experteé cn Britiegh scccunt and shipped to Egypt end .
cther Empire Countries ic inclucded in the "Other Fmpire" section cf the stetements.

Grees capitel receipts by Cenade frem Empire ccuntries in 1942 were $8g8ys,
millicn. The largest element in this figure, hcwever, ic $81€ millicn representing
the net decline in 1942 in the Sterling bzlznces which had teen accumulsted by Canade
in the eerlier vesrg of the war. The principel part cf the decline, £700 millicn,
resulted from the cenversion ¢f en esuivslent zmeunt of Sterling into & speciel
loan tc the Gevernment cf the Uniteé Kingderm. Mest of the remzining $66 millicn cf
cepital credits is made up cof $58 millicn expenditures by the United Kingdem on
fixed cepitzel invecsted in Cenezde fer the prcducticn of munitiens and fer ezir trein-
ing. These fixed capitaol expenditures were censicerakly less then in earlier yesrs,
the cerrespending figure in 1941 amcuntirg tc 157 millicen. Privete cepitsl receéipts
in 1942 cf %€ rillicen include such items zs cleims received for the lcss cf vessels
snd distributions of estetes and trucsts, znd certein chenges in privste balences of
nen-residents.

Gress capitzl debits, exclusive ¢f the billicn deller gift and the specisl
purchase cf geld, smounted teo £1,129 millicn in 1942. Of thies emcunt $59 million
represents privately fimenced capitel psyments by Cansde. Privete retirements cf
securities, purcheces cf securities, repsyments of mertgeges end loens, settlements
of estates znd truste snd insurznce cempany traznsacticns make up most cf this $59
million. The remeining emcunt of $£1,070 millien is mede up of debits connected with
officisl transecticns which are sheown in detail in Tatle 3.
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The prinical means adcpted by the Canadien govermment cf financing the
residual needs cf the United Kingdem con current snd cspital acccunts was the billion
dellzr gift te the GCovernment cf the United Kingdem. With this contritution of
funds the British supply of decllere frem cther seurcec wes cupplemented so that
British purcheges in Ceneds wenld net bte limited by o shertege of Bollers. Con-
sequently, the British Gevernment was enabled tc purchace muniticns, raw materiels,
and feod, and tc mcke cther expenditures necessery fer the prosecation of the wer.

In edditicn tec the tillicn deller centributicn, cther Deminicen gevernment transecticns
glse haed the effoct of increesing the United Kingderds supply of Canedian exchange.
Officiel repatristicng by Cenade of Dominicn end Cenesdien Nationel Railway iscuee held
in the United Kingdem resulted in the tranzfer cf $296 millicn tc the Uniteé Kingdem,
miscellanecus payments te adjust previcus tresnszcticns, mweinly in cennection with
muniticns centracts, smcunted te §7/ millicn, and ¢ speciel purchace ef geld resulted
in the transfer cf an additicnel %23 million tc the United Kingdom. There were alsc
cspital debits of #700 million reflecting the cenversion cf the mejeor pert eof the
sccurulatioen of sterling kaleznces into 2 specisl loen te the United Kingdom ir 1942.
The sccumulzticn of these sterling telsnces by the Fereign Exchsnge Control Beard in
1940 end 1941 wes the prircipel means of reeting the recuirements cof the United King-
dem up unt:l 1942. A summary ¢f the capital trensacticns tetween Cenada znd the
Empire Ceuntries, between 1939 #nd 1942, eppeers in Teble 3.

Tabel 2 - Cspital Transsctions Between Canezde .
end Empire Countries

Capital Credits 1939 1940 1941 1942

Decregse in £ balances - & - 818
Other credite 97 116 181 _66
Totel Credits 97 116 181 88,
Capitel Detits

Privete Trancecticns 105 1l il 59

Officiel Trancecticns —
Repatriaticns 75 1237 189 296
Increzse in £ b#lences L 82 728 |
Specicl loen to U. K. - * - 700
Speciel payments = = = T4
Tetal debits =2¢ z2bove 180 330 990 1,129
Specizl Gold Tronsacticns 2 248 = 23
BiJlion Deller Centributicn - - - 1,000

Current Transescticns with Non-Empire Ccuntries
(Sse Thtles V - VII)

Net debits frem current account tramskctione between:Benada and Non~Empire =
Countries in 1942 amcunted tc $168 million, compored with $314 million in 1941 and
$270 millien in 1940. Althcugh this marke & decline frem the high level cf the current
acccunt deficits cf 1940 2nd 1941 it ic still lJawge in releticn te the net debits eof
#50 million in 1939 and the net credits of $21 millien in 1937. In each yeor froh
1937 to 1942 there have been lerge deficits with the United States vhich have teen
partly cffset bty eredit talences from trangectiens with cther fereign ccuntries. These
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credit balences, srieing mainly frem trede with cther foreign ccuntries, heve teen
greetly reduced, hewever, by the eliminesticn of experts tc mest aress cf Ceontinental
Furcpe &nd Asie.

The repic anc¢ centinued rice in the velue of importe from the United States
during the wer hes teen 2 primery fecter in the growth of the debit telence with the
United Staies deller sres. Imperts frem the United Stetes have grewm from $472 mil-
licn in 1939 tc £702 millien in 1940, #910 million in 1941 and $1,116 million in 1942.
Irperte on British cr cther Allied ecccunt which ere net paid for by Canads, ere ex-
cludad from these figures. The demznd fer imperte is, cof cource, clesely relected te
the ver procucticn pregrsm. Imperte cf capital ecuipment heve Leen an impertant
element, especially in the earlier yesrs cf the wer. As munitione production heg ex-
pended imperte of meteriels, fuel, end cempenente hsve slse grewn end repregent o
m2jer pert of the increcses. An importent pert of thesce United Ststes deller re-
cuiremsnte ariges frem the United Stztee dcller content cf producticn in Conede fer
the United Kingder. Direct purchzses bt Canada in the Uniteé Stotes of sirersft and
cther equipment fer the armed services heve slge been suBstentisl and the high level
cf incemes hes led te incressed demends for civilisn cemmedities imported from the
United States eltheugh the renge cf these hee been limitad ty the Far Fxchange Cen-
gerveticn Act. The vzlue of imperte frem cther fereign countries has net fluctueied
widely between 1937 end 1942. The United Stetecg, hewever, hes, in recent yesrs, te-
ccme the scurce cof supply cf some cemmedities fermerly imported frorm cversess.

Tetle 4 ~ Current fccocunt Between Ceanada
end Non-FEmpire Ccuntries :
(Hillions of Cenzdian Dollers)

Yeer Credits Debite Tetal Net Ealsnces
Tetal Tcetal Nen-— United  Other
Nen-Empire Non-Empire Empire Stetes Fereign
1937 1,028 1,007 + 21 - 77 98
1938 853 92/ A -149 +78
G20 955 1,005 =50 —TllE +66
1940 954 1y, 220 =270 -292 22
1941 1,137 1,451 -314 -318 W
1942 1,550 1,718 -168 -180 +12

Vhile expcrts te the United Stetes dellar eree have incressed esch yesr
during the war there hes been less regulerity in the incresses than in the rice in
imperte. The grestest expsnsion occurred in 1942 when the tctel velue ves $974
million compzred with $634 million in 1941. The gains in eerlier yecrs were mecre
mcderete, experts tc nen-Empire countries in 1939 being $470 millicn, and in 1940,
#5023 millicn. The increscee in experts to the United Stetecs heve been grester than
these smcunts, hewever, ar expert credits frem cther fereign countries heve declined
each yeer. The greet incresse in experts in 1942 is, cf course, principslly a result
cf trensscticns under the egreements entered intc between the Canadien Prime Kinister
end the Pregident cof the United States st Hyde Perk in April, 1941. Experte re-
sulting frerm the sgreements first becerme substeéntizl ir 1942 when deliverjes cof
mmitiens, metale znd cther war producticn repidly expended. The Hyde Perk element
in the totzl oxpcrte tc the United Stetes is ccvered Ly the cash received fer deliver-
ies of preduction rather then the velue cf expcrts since the geods themselves vere
not a1l shipped tec destinsticns in the United Stetes. Seome prepsyments gnd capitsl
advances received in cennection with prcducticn under the agreements, received in
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1941 and 1942, have been entered as credits in the capital acccunt to be cffset ss
deliveries tske place. Another motsble festure cf exports to the United Stetec in
192 is that o considereble part of the imcrease cccurred in normel exports other
then "Hvde Park items" sc that the velue of rew materiasls and other civilien com-
modities experted to the United States in 1942 was st 2 record level.

Net exports of non-meonetary gold produced $184 milliom Canadiem in 1942
cempsred with $204 millien in 1941. While the exports in 1942 had the same Cana-
dian dcller velue as experts in 1929 thara ic a considerable decline in quantity
reflected in the 1942 figure since it includes the 10% premium on United States
dellars. Gold prodncticn in 1942 declined as a recult of menpower transfers and
higher costs.

Tourist and travel expsaditures produced net credits of $55 millicm in
1942 comperad with $90 millicn in 1941. Mest of this decline reflects the sharp
recdnction in United Stetes expenditures in Camads vhich declined from §107 millicm
in 1941 tc $79 million in 1942. The contracticn im sutemobile travel was the
principal reesen fer the decline in receipts. CEcme of this reduction in expenditures
of automebile tourfists was «{fsdl, nowever, by higher expenditures by the lsrger
numbar of persons travelling by rzil. Cansdian travel expenditurec im the United
Statas increszced from £18 million in 1941 tc $24 million in 1942 — & prcbatle
reflection of incresced bucinmss and military trevel. The net credits of §55
milliom from travel expenditures in 1942 cempare with estimeted net credits of #8s
millicon in 1937, £70 million in 1938 snd $72 millica in 1939. VWhile the expend-
jtures in Cansda of travellers from ell Non-Empire countris:s vere comsiderably
higher in the three pre-war yesrs then in any yesr cince, being estimated at $154
million in 1937, Canodian travel expenditures in Nen-Empire countries-wers also
higher bafore the war, being estimated zt $69 million in 1937. During the war,
Cenadisn expenditnures imvelving the use of Umited States dcllars have been sharply
reoduced as a result cof the cfficisl restrictions ocn pleasure travel introduced
in July, 1940.

Net payments to the United States dellar ares cn acccunt cf interest snd
dividends ver= £159 rillien in 1942 comperad with $163 millien in 1941. This re-
duction in the dehit bszlance was the result cf imcresssd income from Cenedian-
crned investmants in Non-Empire countries, particularly from direct imvestments inm
the United States. Totsl payments of intersst snd dividends on investments in
Cenada owned by recidents cof the United States dollar ar=s were at sbout the same
level in 1941 and 1942 being §219 millicn in the latter yesr. The divisien cf the
tetel btetween interest end dividends wer different, hewever. Dividends declined
in 1942, while interest psyments were higher as a result cf the heavy plirchsses of
outstanding Cenadisn bends by United Stztes investors in recent yesrs. The net
debits Of £159 millicm cn account cof interest and dividemds in 1942 cempsre with
the pre-war figures cf §146 millien in 1937, £163 millicn in 1938, and £174 millicn
in 1939.

Net debits on account of freight and shipping witn the United States
decllar area continued te grow rapidly in 1942 being £85 millicn comperad with §65
million in 1941, and & pre-wer level cf $21 millicn in 1939. The principsl facter
in this growth was the large incranse in ccezn shipping ceste brought eltiout by the
sharp rises in shipping end wer risk insursnce retes. Although psyments fer inlend
freight on cecel 2nd cther commodities imperted frem the United Stétecs ceontinued te
meunt, these incresses were mere then cffeet by increased receipts by Canadian
railways carrying sxports to the United Stetes berder. ‘
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All other current trensscticns rasulted in a credit belance of $43 million
cemperad with substentisl debit balences in preceding yesrs. As it includes un-
nenal trensactions the cempesition of this item varies in the differept yesrs. VYear-
time factors wers particulerly significaent in prcducing the credit belznce in 1942.
Expenditires ty the United Stetes Gevermrment cn the ceonstructicn of the Aleska High-
way and cther developments in Cenads were substential. Newfoundland's talznce of
United $tates dellar receipts, vhich were alsc included, were psrticularly heevy in
19/2 because of expenditures of the United Stetes Government on beses in Newfoundlagd.

Cepitel Tronsections with Non-fmpire Countries

Capital payments by Canadea tc ncn-Empire ccuntries, are, cf ccurse, subject
te restricticns impesed by fereign exchonge contrel. In genersl, peymente were al>
lowed conly in the cass cf meturing contrzctusl ccmmitments, althcugh certazin other
types cof capitel trensfers were permitted in minor amcunts.

Gress capitel debits in the acccunt with Non-Empire countries in 1942
emonnted to $212 million. Retiremente cf Cansdien bends snd debenturse h2ld in the
United Stutes and repayments of mortgeges, losns and advonces and other contractual
otligations m#ke up most of the cesh payments ac in fermer yeers. In 1942, hcwever,
there were algo debits in connecticn with chenges in privete belences ond cther
short—term scgete or well as debit entries reflecting an increase in Cenada's offi-
cial reserves of gold =nd United Stetes decllars. An importent fecter centributing
to this incresse in reserves vec the unususlly high level of purchase: of Cenadien
securities bty United Stzteg investors.

Capitel credits with nen-Empire countriee tetzlled 351 millien in 1942.
The preceeds frem the purchase of cecuritiec by investers in the United Stetez was
the largest single source of capitel credits. Transscticns in cutstanding Cansdian
bends reprecented the lsrgect pert of thic impert ef cepital. These were heavier then
in eny previcue year fer vhich recerds sre sveileble and were cencentrated in
Doniniony Deminicn guarsntees and Provincisls. Marked increases during 1942 in the
cnotetions for Cenacdian londs in United St: tes bond markets were & fazcter in this
mevement of secnrities from Cansda. There slsc centinued te be a substantial lieuid-
gticn of Canadien hcldings cof United Strtes securities in 1942, end sales cof dem-
estic securities to non-residents for Canadian dellers.

The cther prominent source of cepitel credits in 1942 was the receipt of
certain prepzyments and czpitel edvances crising cut of tle Hyde Park agreements.
These advances in ccnnection with the preducticn ef nuniticne and raw meterdisls in
Cenada, of ceourse give rise te subsequent deliveries of exports fer which nec
pavmente will be recesived.

Capitel credits elsc criginated in vericus increases in cother forms of
United States investments in Cenada, and decreuses in cther fcrms cof Caznadisn-owmed
escete in the United Stetes and elsewhere. These creditc were in connection with
direct investments, insursnce trenssctions, ectates snd trusts, real estete, shert-
term finencing, repeyments, ete. Ezpenditures bty the United £trctec government en
the PRleska. Highvwey snd other cdevelcpments in Cenedn ere covered in the current ac-
count rather than the capital account.

Credits of 23 millieon were elsc rzcieved from the sole in the United Stetes
of th= gecld purciiased frem the United Kingdem.
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STATISTICAL NOTES

Merchandise Trade

Thile expert end impert stetistics are the principel scurce used for tais
item, they have been adjustad tc bring them mere inte cenfermity vith peyments in
the twe currency aress inte which the belence cf peymente stetements sre divided.

Where datz on internetionsl payments fer wer supplies threugh officiel
chennels were pveileble these have been substituted fer the value of goods exported.
Thus, in 1941 end 1942, British pesyments through eofficiel chennels fer wer supplles
and fcod, tnd peyments by the United Stetes Government for wer supplies and metals
experted under th~ Hyde Park egraements have teen entered as credits in the merchan-
dise account rether than the velue of the gocds experted. Simce wer supplies purchased
ty the British and United Ststes gevermments have been chipped te vsricus destinatiens,
this substituticn of finencial date cn payments for the velue of gecds shipped has
been a major edjustment necessary in the constructiom cf belance of payments state-
ments with the twe currency areee in 1941 end 1942. The figures in the merchandise
item of the tebles sre eccerdingly indicetive of internaticnal peyments rether than
of chiprents of goods tc the varicus ccuntries end arees. Fxperts ore slse adjusted
on account of wheat snd other grain movementes for sterege. Importe sre adjucted fer
warehcusing »nd for cver-valuctien. Trade between Canede end Newfeundland hes been
excluded.

Shipments ¢l merchondise cn Canadian account such as equipment and supplies
for the Censdipn ferces oversens, Red Cress supplies and private gifts end the Demin-
icn's gift cf wheet tc Greece have slsc been deducted from the experts as no fereign
erxchenge accruee frem thece tramsactiens. Imports of merchandise for the ccccunt ef
British or Alli=d Gevernmente hzve 2lso been deductad frem the trade figures. These
deducticns cover such imperte r¢ geeds which the British Gevernment hes shipped to
Caneds 2t part of ite contribution te the Comb:ined Rir Training Organization and
eauipment and supplies for the R. A. F. Specizl Schoels in Canada. Importe frem the
United States which heve been deducted, ere principally mzde up cf sircraft, sircraft
angines and pertes and cther military ecuipment, and materials fer British cr Allied
crgsnizatiens in Cansda which ar= nct peid for by Canada.

As 8 rerult cof thece sdjustments, the merchandise item is mcre represen-
tative of the interna‘ionel peyments mede during the periods ccvered. There is still,
however, the possibility of divergencies between the time of payment 2nd the time of
impert or expert in the large velure cf trede which continues te flew through private
chennel sltheugh scme ec justment for these in the csse of intrscempeny trensactions
appears elsewhere in ths telance cof payments.

Nef Exports cf Nen-Mcnetarv Geld

This item is the value cf "Net Exports of Nen-Kenetery Gold" ss computed
bv the Benk of Canada snd expleined cn pege 152 cf the Septenber, 19%, Bank cf Canoda
Stetisticel Summary. The figures ccrrespond rcughly te the velue of current pre-
duction in Canzds. The totezl net exports have been shewn im the current account =mith
the United States althcugh in the pre-war petiod there were scme experts of geld te
overseas countries arising cut cf tempersry market comditicns.

Tourist FExpenditures

L

Estimates of teurist expenditures have been greatly impreved in recent
vears. Through the cc—cperaticn with the Deminien Buresu of Stetistics cf the Customs
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Divisien cf the Department cf Neticmel Revenue and the Inmigration Branch of the
Department cf Mines and Eescurces, new methode ef estimating tcurist expenditures,
firet intrcduced in 1940, have resulted in a greeter vclume cof deta then wes forme?-
1v aveileble. In 1941, e more extensive organizetion cf tourist statistics pro-
cednre wee underteken. Progress wac mede, especially in the estimation of the
expenditures cf zutomobile tourists. A mcre unifcrmly classgified ccunt cf the suto-
mrhile treffic wee cbteined 2c a besic recerd eof treffic. In additien, larger and
more represantetive semples of tourist erpenditures were ccllected. In 1942, 82% cf
all the Unitaed Strtes moterists entering Cenads cn a trevellers' vehicle permit re-
pertad their tetel expenditures in Cenade. At the same time, 2 seample cf conrex-
inetely 44¥ wos cobteined from shert-term locel United Stetes tourists crecssimg inte
Conada. Virtnelly all cf te expenditures cf Canadien motorists in the United Stetes
were 2lso covered by a semple vhich exceeded 97% of the tetel treffic.

The estimetec of expenditnres in the yeers 1937, 1938 and 1939 have teen
ravised in the light of inferreticn accumilated in recenrt yeers, vwhereas the estimates
fer 1940, 1941 end 19.2 reflect the new precedure developed in 1941. In the revision
cf the pre-wer vears the new dete cn expenditures accumlated during the var have
been related tc the statistics on the volume cf traffic befcre the war. OSince tais
methrd has some erbitrary sspects the resulting estimates fer the pre-wer years have
nct ac sutstential e besis 2e the ectimates fer leter yeers. It is telieved, however,
that thev are feirlv representatiVe of the level of erpenditures in the pre-war years.
The new estimates point to much lower levels of expenditures in the pre-wer yeers,
perticularly in the csse of expenditures cf United Stftes trevellers in Caneda, than
the estimetes criginelly putlished.

Interest end Dividends on Securities

This item is limited to interest on bomds and debentures and dividends paid
cn stock. Some remittences cf inccme cn investments cther then securities, for which
date sre aveaileble for the pericd frem 1940 te 1942 fer the first time, have teen
included in the item "All Other Current Trensactions". Estimates of these miscell-
enecus income items heve been included in the latter item for the pre-war yeare as
well.

Revenus sceruing tc residents cf enemy cccupied 2nd prescribed territery
from investments in Czneda, is entered ac a debit in the interest and dividend item,
end cffset bv a credit entrv in the capitzl account.

Freight and Shipping

This item includes estimates ccvering ccean shipping cperaticns, freight
peid te United Steteos reilways cn imperte, inlend freight eerned by Cenadian trans-
portetion cempanies cerrying experts tc tre United States berder cr Casnadian cceen
ports, revenue received bty Cenada frem in-trensit traffic, snd payments fer marine
and var-risk insursnce cn gocds imperted inte Ceneda frem cverseas. The acccunts
between the two currencr eress have teen adjusted tc ellow fer the U. S. dellar cest
of prepaid freight cn experts tec the sterling sres.

Oceen shipping tronsactions include: freight paid to British cr fereign
ships cn imperte, expenditures sbrcad cn ecccunt cf Censdian ships, payments by
Canadian cecmpenies fer the charter cf DBritish cr fereign ships, earnings of Cansdian
chips en experts and cn traffic between foreign perts, revenue of Canadian com-
penies from the charter of ships and expenditures in Cenada on rccount cf British
end fereign ships. The letter group of expenditures rese sherply in 1941 snd 1942
over the level cf previcus yveers.
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All (ther Current Transacticns

Thic item includes gevernment expenditursg, a wide renge ef miscellencous
trensactions mesetly in the fiald cf serviees, #nd seme unusual trensactiens vhich
heva cceurred since the wer, and which are not reedily clecsified in eny other item.
In compericens cof thic item froo ene year te encther, ite varied cempesitien sheuld
te token inte censiderstion. The treatment of ceme typec of trensactions sleso veries
during the peried, th= net belence teing enterad in sem~ yesrs snd the gress trans-
ectiens in others.

Governnent expencdituras are more impertent in 1941 and 1942 then in
previcus yerre and represent the bulk cf the item in the acceunt with Empire Ccunt-
ries. The expenditures cf the Deminien Gevernment in connectien with the maintensnce
of the Canacion armed ferces cverseas ic the mest impertent pert of the Gevernment
expencitures emeng the dehite, snd the expenditures cf the Britich Gevernnent on air
training and cther wertime sctivities in Cenede, &#nd thea expenditures cf fusgtrelie .
and New Zeeland cn eir treining are the mest impertant emeng the credit entries fer
Gevernment expenditures in the acccunt with Empire countries. Peyments by the
Coansdian Gevernment fer imperte of geeds end ty the British cr Rllied governments
fér geeds expcrted, ere, cf ccurv,, nct included in this iterm 2¢ they are pert cf
tre item "Merchendicse Trode" Ter dees thie iter include gevernment trensacticns
belonging tec the cepitel bcccunt such as effieisl repstriesticns, chenges in official
balances and capitsl expenditures by the United Kingdem Government.

Alse included are verisble trencecticons cucn sc Newfeundlend's balence
of United Stotes deller receipts whick, in 1941 and 12/2, were hesvier then usual
oring te the oxpenditures cf the United Strztes Governmant con beses in Newfoundland.
The expenditures ef the Unitad Stetee Government cn the Alaska Highwey end cthar
develcpments in Cenzde are alsge an impertent teurce of credits included in 1942

Ameng the miscellanecus tranoctiens vilich heve been censelidetad inte
thie jitem ere personel and ir-igrent remittences, religicue end tenavelent remit-
tencaes, wer funds ené cther privete remittences te the asrmed ferces cversees, nction

picturs and cther reyelties, =arnings cf Cenacdian residente empleyed in the United
"ts*»f and United Stotes recidents empleyed in Cenads, cemmercisl snd finsncial
gervices, telegreph and catle, profersionel, technical rnd menagement services,
cper: Ling expenses of cificer ¢nd sgencies, and ctier gundry gerviees.

The iten elsc includes miscelleneous remittences ¢f irceme fer which
dete first become zveileble frerm seurces develeped in 1940. Thecve remittences cever
interest con mertgreges and leens, rents, crep share rentale, prefite frem speculeticn
£nd certldin typeg ef buginess, intere received by Cenadizne freo» feresign aeletes
and trnste, etc. Fstimeteg of thic riccellsnecus incene heve been included fer
the pre-ver yesrs eg vell.

Pelaneing Ttem

Thic ie » telencing iter tetween the current #ndé capitel acccunts, end
je » reflectien of errers cor cricsicne in the stetements since in & perfect lslence
cf peyments stetement, the net lslences in the current scceunt erd the cepitel sc-
ceunt weould exectly cffset cne enetnier. Ir tre verrs 1940 tc 1947 thic relzticnehip
exigte in the scecunts with the Bepire and the Nen-Empire &5 well sg¢ in *he sgtete-
ment vith nl1l ccuntries due te the existence cf exchenge contrel. In the yeers 1937
tc 1929 this releticnchip enly eppliee te the statement fer 211 ccuntries since in
the pericd befere =$ck9ngn centrel, Fal<nc s in the gcccunt vith sterling aree
cocuntries were freely cenvertitle intc United Steles dellers.
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Thile the ceuses cf the recidual cannct be idsntified with certcinty
there have Yeen situsticns epparent freor tire tc 4ire which eppesr tc heve ccn-
tritutec te the residuel. Focterec Ocnnected with the relaticnships tetveen the
mcvement of geeds and peyments zre particularly elusive, In 1937, hewever, it is
likely thet the heevy experts im thet yeer, psrticulsrly ef newsprint, which were
net 211 poaid fer in 1937, centritutad te the residuel vhick indicated a surplus
cf credits. 1In 1938 sndé 1932 it ic pessible that the chertege cf credite suggested
by tke residusl ie partly the result ef imperts cf rofugee capitel fror Furcpe nct
being cempletely reflected in the stetereht. It is nct improteatle thet the large
residusl with the Sterling free in 1940 ic & reflecticn of scme vwerking cepitel
advonces bty the Britisk Gevermment tc centrecters in Cenrde in the eurly stages of
the wer producticn pregrem vhich were net all ccvered in the stetement.
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TAELE I

TRAHEACTIONE BETVEEN CANADS -AND LLL COUNTRIES.
(Millicne cf. Cenedisn dellers)

1937 1938 1929 19/0 1941 1942

A. CREDITS - ¥ITHE ALL COUNTRIES

MVerchendice experts— after_sdjustment 1,041 844 906 1,202 1,732 2,523
Net expcrts cf nen-renetery geld 125 161 18/, 203 204 184
Tourist expenditures 166 1/9 1/9 104 111 21
Interegt end dividends 76 66 57 2 60 67
Freight ane shipping 112 95 102 138 185 22

£11 cther current credits 58 46 56 77 166 308
Tetel Current Credits e A AL 1,487 LgnE a2 388
Speciel Geld Trensections(?) - = 2 248 ’ 23
Cepital Credits 622 458 558 283, 56k + 1,280
E." DEBITS - WITH ALL COUNTEIRS

Merchandise imperte-after adjuctment 776 649 i3 1,008 44 200 L,.408
Teurist expencitures g7 '+ 86 €l 3 AR 26
Interest end dividends 302 307 306 28 286 270
Freight and chipping v 105 119 132 187 228
221 cther enurrent dehits 111 112 117 a3 2290 85
Tetel Current Debits ) Euas — hpREL". 10981 1,687, 190 A2TE
Specgije Gold_Transections(Q - - 2 <48 - 23
APl £5ts . VAR SR YA . . R o) %
Fillien Decller Centritution - - - - - 1,000

C. YET PILANCES — WITH ALL COUNTHIES

Merchandise trede—afier adjustment + 265 I oh JRES 108 W Y06 b 5. SRl NS
Net expcrte of neon-menetery geld IS 4 UL o DG RER e | SRR T
Teurist expenditures + ®HO -+ 63 + 68, Vs GESHELA0 B e
Interect end dividende - 22 <28 RS 420 re W0 A R
Freight, =ng shipping - 7825 L TG e =17 Ak G B RS 7
211 cther current trencections = 58 .= 68 o5 ST 66 e abile S T
Tctel Current Acccunt +380 4 ¥ 100 + 126 + LABAp A0 I8
Speciel Geld Trangacticns(?) - - - - - -
Capitel Acccunts g2 -=mas . N3G o 1E8 AaaramalEe e STiE
Billicn Dellar Contrituticn - - - - -1,000
Brlrneing Item(1) - (8 112 e $7394 7 56

—380— - 200 -126 - M9 - 491 -1,100

(1) This telencing item reflects pessible errcrs snd the omidsicn of certein fectors
vhich cennct be measured stelicsticelly.

(2) Thie represents geld received from the United Kingdem in pert cettlement cf her
deficiency with Cenade, end used in turn tc settle part cof Cemeda's Deficiency with
the United Stetes.
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TAELE II

TEANEACTIONS RETWEEN CANADA AND EMPIRF COUNTRIES.
(Millions cof Canzcdien Dcllears)

1937 1938 T -1929 . 1940 1941 . 1942

4. CREDITS - WITH EMPIRE COUNTRIES

Merchandise exporte-sfter edjustment 493 442 436 690, 3,008 1,549
Touriet eoxpenditures 12! 10 9 6 3 2
Interact snd dividende 7/ b 5 2 5 7
Fralght end shipping 45 43 A 76 119 127
vey Services - - = 20 T4 130
A1l other eurrent credits 8 g 9 18 22 19
Totzl Curreat Credite £65 508 502 -y AR N, - AN T )]
Capitel Cradits 118 102 97 116 181 28/
ERREETTSe — WITH. EMPTIEE COUNTHIES

Merchencdice impcrts-zfter adjustment 225 184 )7/ 236 276 226
Tearist expenditnures 18 17 13 = 2 2
Interest end dividends 87 £2 8 76 68 51
Frzight end shipping 7/ i/ 39 36 36 .9
Csnadian Overcers =xpendituras - - = 2 97 191
111 ctner current dsatite 19 19 17 22 23 28
Tetel Current Debites 406 237 226 402 516 557
Spaciel Geld Tr?ﬂsscticns(z) - - 2 248 - 2
CapiLals DRt 172 55 1¢0 510, 990 1,129
Eillicn Deller Centrituticn - - - - - 1,000

C. NET BALANCES - WITH FMPIRE COUNTEIES

Merchendise trade-after sdjustment AsE F = 268% + 259 " READY . 4 8192 Fly 23
Teurigt expenditures S AR TR - i e - -
Intarect end dividendg S S R - TRl el ot AR T et
Freight #nd shipping = | ENE G+ b Ry SR S, e
£11 cther cnrrent tronczcticns = S SRR IR E  l W1 eeetssid T (20
Tetrl Current fLecount @ 1597 LI . 76 TR D0 T W
Speeinl Geld Trensacticns(z) - = =R - 248 A7 - oadl
Cepitsl heccunt L2 LG R Ry 2 A = G e 1205
Billien Tecller Centributicon - - - - - -1,000
Relencing Item(l) (1) (1) (L ‘R & tapd, L 9

=419 v 805" =L

(1) Thics helencing item refl=acts pesuille errcrc sndé the cmiesicn of certain fzctere
wrich ernnet be messured stetictieslly. In the stetements of trensecticne =ita

Tmpirs Countriscg end vith Nen-Empire Countries it reflecte mitiletarel settle-

mente in the peried befere exchings centrel.

(2) Thic repreasente geld veceilved fror the United Kingdem in psrt eettleraent ef her
deficiency with Cecnade, sn’ used in turn te settle pert of Cencde's deficiency
Pith bke Unitad Stdtes,
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CURLRENT TIFNEACTIONS LTRTWEEN CANADA AND

TRELF III
Tee® UNITED KINGDORE.

(Millieng of Censcien Dellers)

p. CORFENT CEEDITS - TITH THT UNITED KINGLOM

Merchandicee experte—aflt-r sdjuctpent

Tourist expencitures
Interzgt snd dividends
808 shipping

Treight

A1l cother Curyent cracits

Tetel Currert Credits

B. " CURR™NT DEEITE

Merchendéisa inperte — gfter edjustrent

Teurist eypenditures
Intaeract end dividends
Freight end shipping
211 cther current debits

Teirl Current Debjts
C. NET CUEEFNT ELLANCEE

Merchencise trede-sfter oc justrent
Teurist e:penditures

Interest ond dividends

Freight and shipping

All cther current trensections

Tetal Current fcccunt

- VITH Ti¥ UNITED KINCDON

- VITH ThT UNITEL KINGCOM

1637 1638 19729 19/0 1941 19/2
385 2 232 5,2 o14 ' 1,.08
11 8 (! 5 a 2

2 g 2 2 4 5

28 84 2 60 110 w1l |

8 8 9 o7 62 112

4l 389 g -7 €36 1,092 1,641
1.2 119 106 1353 1.a% 116
16 e {11 2 2 2

g5 21 ik T4 €6 50

42 20 36 2 28 Al

' L7 16 52 12 225
309 262 247 292 359 L3/
T2 e 22 + 409  + 777 +1,292
S v lrsm T =T At ¥l 'd - -
= N7 - 79 o 76 - 72 I PE L5
— UL s 2 a0eRNEET TN e
b GRS OIS F LT |0 e e PSS Y
e = LRy ad 12 37 + 343 73, w207
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1927 - 1942.

TABLE IV

CURBENT TRANcAuTIONb EETVEEN CANADA ANL OTEER EMPIEE COUNTKIES

{Milliéns of Canadien Dollars)

1937 1938 1939 1940 1941 1942

A. CURRENT CREPITS — WITH OTHTF ®MPIRF COUNTEIES

Merchandice evperts - after zdjustment 108 105 1@ LT 18/ Yol
Tourist experditures i 2 2 1 1 (1)
Interect end dividends 5 B 3 i 8. 2
Freight end shipping 9 9 16 g 3
A1l cther Current credits (1) (1) (1) 13 33 3
Tctel Current Credits 121 119 118 186 228 193
E. CURRINT DEBITS - WITH COTERE BEMPIEZ COUNTRIES

Merchendice imperts - ofter sdjustment 87 65 7k 103 1/ 1510
Teurist expenditures 3’ 2 2 1 1 &1
Interest and dividencs ) 2 2 2 2 i1
Freight ené shipping /4 i 3 7 e 8
111 cther current detitc 2 2 1l (1) Z %
Tetel Current Debits 97 % &/ 8e) 157 28
Cro NET CUARIIT RALANCES - WITH CIETE EMPLRE COUNTLIES

Merchendise trode - after zdjustment g 21 /(0 ++ 138 54 2 st 3
Teurist expenciturecs | - - - - -
Interest znd dividends S SlF Ei1 il L ik Il <H=l 18
Freight end shipping e RN A+ TS ARSNER - Ba pd s et
A1l cther current trensactions - < - 2 C )| ¥ S 210) e 2R
Tetzl Current Acccunt i 24 " 9 F 6. 1k 7y N7

(1) Leses then $£500,000
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TADLE V.

THANEACTIONS EFTVEEN CANEDA LND NON—FMPIFFE COUNTHIKS
(Millicns of Cansdien Dellars)

1937 1938 -~ 1939 1940 . 1941 1942
A. CHEDITS - TITH NON-! EMPIRE COUNTI'IFS

Merchendice experte - after edjustment 548 402 470 503 €34 974
Net 2xpertc of nen-menetery geld A 161 18/ 203 204 184
Tcurist expenditures 57, 129 1.0 9¢g 108 79
Interest end dividends £9 61 52 L9 55 60
Freight end chipping 67 52 59 62 66 94
All cther current credits 45 38 50 39 70 159
Tetnl Current Credite 1,028 852 955 Ol = T ARH A 550
Special Geld Trensections(z) - - % 2.8 - 23
Cepitel Credits 50/ 356 461 167 385 351
P. DEBISS - VITH MNON-EMPIRE COUNTRIES

Merchendise imperts - efter adjustment 541 L65 536 770 985 1,180
Tenriet expencéitures 69 €9 €8 .0 18 2
Interest =nd dividends 215 22/, 226 237 218 219
Freight end shipping 90 n 80 96 W 179
A11 cther current debits 92 g5 95 81 99 116v
Totel Curremt Debits 1,007 984 . 1,005 gl -1 dst | g
Cepitel Detits €52 415 51/ 141 73 212
C. NBET BALANCES - WITH NON-FMPIRE COUNTHIES

Merchsndise trade - after adjustment + 7 - 63 - 66 - 267 - 351 - 206
Net experte of nen-menetery geld + Q465 #26)  +184 +R203 +2048 o 184
Teurist Expenditures 086 T 0T e 72 7 FEasE8 90l S RE5H
Interest end dividends L & Y62 - I = 188 eSS T - NER
Freight end chipping Loa@3lse iy 7 21" &0 g el TH8s
111 cther current trancecticns LA i s BTl (7 Sy (USRS i T e
Tctel Current Acccunt + Bl E 071 o, SO0 SR o SRS
Speciel Geld Transecticns(z) - - + 2 + 2/8 - 20
Capitel Acccunt SR A 8T - 53 ¥ G weiediil. A
Balencing Item(1) (1) (1& () = 0w O g TS

R e g T

(1) This telancing iter reflects pessible errcrs end the omisgTén cf carf§1n fectors
which cennct te messured stetisticelly. In the ctetements of transections with
Empire Countries end with Nen-Empire Countries it reflects multilatersl settle-
ments in the period befcre exchenge contrel.

(2) This represents geld received frem the United Kingdem in pert settlement cf her
daficiency with Caneda, and used in turn te settle pert of Cenede's deficiency
with the Unitec States.
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TAELE VI

CUFRENT TEENSACTIONS EEIVEEN CANADA END THE UNITED STLTES
(Millicns of Canedien Dollsrs)

TIN 1938 1939 1940 19/1 1942

A CHEPITE — WITH THE UNITED STATFES

Merchandice o:peric-efter adjustment 361 268 344 1% 56£ 911
Net experte ¢f nen-menetary geld 145 161 184 203 20/, 184
Tecurist expenditures 1.9 134 35174 g8 107 79
Interest and dividends 3 25 27 29 3G VA
Freight znd shipping 45 39 46 49 6/ g2
A1l cther current credits 42 36 42 31 65 152
Totel Current Credits 802 663 780 834 1,045 - Ji,d81

B. DEBITE - WITH THFE UNITED STALTFS

Merchendise imperte-sfter adjustmwent 463 400 472 702 910 1,116
Tourist expenditures 65 66 67 40 18 2
Interrst and dividends 211 218 220 298 214 215
Freight and shipping 68 55 61 78 I3 179
All cther current debits 78 i . 76 78 90 107
Totel Current Debits 880 813 896 ¥ IgNE6 “:l15363 *, Muiil

C. NET EALANCES - WITH TiE UNITED STATES

Merchendise frece-after edjuctment =, 7A5 . - 1220 < 128 WSRgE L < 34 ERa605
Net experts ¢f nen-menetery geld i s e + 160 2+ 184 .« <202 aa 20/ "R ase
Tourist expenditures + 8, "+ 68 + J0 + 58 + 89 <+ 55
Interest and dividends - 180 - 193 - 193 - 20/ - 17¢ - 172
Freight and shipping L A J6 - 148 -TeE0 UL eY ) LY
A1l cther cur:»-nt trensscticns SOEE T - 2 =8 .a02% 14 1

Tetal Current Acecunt B Tre=st ]9l 60 EEIeRL i LT3 elF Tey
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CANADIAN BLALANCE OF INTERNZTIONAL PAYMUENTS, 1937 - 1942.

TAELE VII

CURRENT TRANSACTIONS EGTVEEN CANADS END OTREL FOREIGN COUNTEIES.
(Millicns cf Canedien Dellsrs)

A. CREDITS - WITH OTHER FORFIGN COUNTHKIES

Mercliandise expertstefter adjustment

Tcurist expenditures
Interest anc¢ divicends
Freight end shipping

A1l cther current credite

Total Current Credits

B. DEBITS — ™ITE OTHER FOREICN COUNTEIES

Merchzndise imperts-efter adjustment

Tcurist expenditures
Interest end dividends
Freight and shipping

£11 cther current debits

Total Current Debits

1937 8 3939 =“heki™: $941 1 1942
157 i T 126 79 68 63
5 5 3 (1) 1 (L)
38 36 2t 20 16 17
;i 13 13 13 2 2
3 2 8 8 5 i
225 190 175 120 92 89
7% 65 6, (8 75 64
4 2 1 (1) (1) (1)

4 6 6 4 4 4
22 16 19 18 (2) (2)
19 % e, 8 9 o
127 k12 109 98 88 77

C. NET BALANCES - PITH OTHER FORFIGN COUNTEIES

Merchendise trzde-gfter adjustment
Touriet expenditures

Interest end divicdends

Freight end shipping

A1l cther current trensecticns

Tetel Current Acceunt

& 79 A4S 41+ B2, st dd ks T it
o g e T S N S L =
i 1 : i (o LR R LR e S AT 13

Man st A% B G L B B (e
< 6 i a2 - 11 =l i 2
T N A A T TR TR, P SR T N

(1) Less then #500,000
(2) 1Included in emcunt shcwn fer United Stetles.
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ESTIMATED CANAUIAN BALANCE OF INTEENATIONAL PAYMENTS

TABLE VIII

Reviced Stztement, 1937
(Millions cf Canadien &)

Ceneda znd 211 Countries Credits Debits Net
Current Account
Merchandise trade-sfter zdjustment ol 776 + 265
Net erxperte of nen-menetery gold 1125 -~ e AD)
Tourist expenditures 166 87 + 79
Interest ancd dividends 76 302 =228
Freight end shipping K2 3w - 25
A11 cther current transsctions 55 111 =
Tetals - Current Account 1,593 1,413 + 180
Capital Movements 622 794 - 172
Palencing Item (1) ‘ - g ML=
Ve Nl 2,215
Cepads =#nd Fmpire Ccuntries
Current Account
Merchandise trade-gfter zdjustment 493 235 + 258
Tourist expenditures = 18 =B
Interest and dividends ¥ 87 - 80
Freight and shipping 45 Vi - 2
All cther current trencsacticns 8 19 SIS
Totals - Current Account - United Kingdem Lhd 309 e 1K
Other Empire Ccuntries J21 97 iy 2
A11 Empire Ccuntries 565 406 + 159
Capital Mcvements 118 142 - 24
Balencing Item(1) o) (1)
Canade end Nen-Fmpire Countries
Current Acccunt
Merchendise trade-sfter sdjustment 548 541 R A
Net experts cf nen-menetary gelc 2 - G LS
Tourist expenditures 15 €9 + 8p
Interest snd dividends 69 215 o L8
Freight znd shipping 67 90 = .
All cther current trensacticns 45 92 - 47
Tetals - Current Acccunt - United States 803 280 i
Other Foreign Countrice 225 127 + 98
211 Non-Empire Countries 1,028 1,007 L
Cepital Movements 50/, 652 = 1%8
Palzncing Item (1) (1) (1)

This balencing item reflects possiltle errcrs znd the omissicn of certsimn factors
vhich cennct he mezsured stetistically. 1In the stetements cof trensactions with
Empire ccuntries end with Non-Empire Ccuntries it reflects multileterel settle-

ments in the peried tefcre exchange centrel.
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ESTIMATED CANZDIAN BALANCE OF INTERNZTIONAL PAYMEKRTS

TABLE IX

Revised Stistement, 1938
(Millicne of Canadian §)

A. Cenzde ond all Coumtries Credite Detite Net
Current Account
Marcrhandise trede - &fter adjustment - A 649 + 19%
Net experte of nen-menetary geld 161 - + 16k
Tcurist expenditures 1.9 86 + of
Interest and dividends 66 307 = sk
Freight end shipping 95 105 T
All cther current trensacticns JAS 1 1 - 68
Totale — Current Acccunt 1,361 1,361 + 100
Cepital Mevements .58 570 - 112
Balamcing Item (1) 12 g P32
1,831 1,831
B.. Canada 2nd Fmpire Countries
Enrrent Acccunt
Merchandise trade - after adjustment A 184 + 258
Teourict expenditures 10 117 - 7
Interegt znd dividends 5 83 ~ 78
Freight and chipping 43 34 Ll
211 cther current trancacticns 8 19 - 11
Totals - Current Account - United Kingdem 389 262 % “Heth]
Other Empire Countries 119 75 £t Wl
A1l Fmpire Countries . 508 337 + 171
Capital Mcvements 102 193 =93
Belencing Item(1l) ® 4 (1)
C. Csnazda end Non-Empire Countries
Current Account
Merchandise trade - sfter adjustment 402 L65 = 163
Net exports of neon-menetary geld 161 - + 611
Tourist expenditures 129 €9 + 70
Intersst =nd dividende 61 224 - 13
Freight and shipping 52 i - 19
All cther current trensscticms 38 95 = ='5H
Toetals — Current Account - United Ststes 663 812 - 149
Other Foreign Countries 190 112 g
A1l Non-Fmpire Countries 853 92/ =l
Capital Movemente 356 415 - b
Pelencing Item (1) (13 (1)

(1) Tkie belancing item reflects pessible errcerc and the omisesion ef certzin facters
which-csnnet be measurad statistically. In the stotements of transactions with
-Hapire countries 2nd with Nen-Empire countries it reflecte multilateral setile-
ménts in the peried befere exchange centrel.
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ESTIMATED CANADIAN BALANCE OF INTERNLATIONAL PAYMENTO

TABLE X

Revised Stetement, 1939

(Millicns of Canadian &)

Canada and All Countriec

Current Acccunt
Merchandige trsde - after adjustment
Net axperts ¢f non-monetzry gold
Tourist expenditures
Inter=gt and dividends
Fr=ight and shipping
111 ether current trancacticns

Tetels - Current Acccunt

Special Geld Trsnsections (2)
Capital Mcovements

Balencing Item (1)

Cangdn =nd Empire Countries

Current Acccunt

Merchendisge trede - after adjustment
Teurict expenditurec

Interest and dividends

Freight and shipping

A11 cther curr=snt trencacticns

Tetels - Current Acccunt — United Kingdom

Other Empire Countriesg
A1l Empire Ccuntries
Lpecinl Geld Trznszcticns
Capital Mcvements
Balancing Item (1)

Cenzda 2nd Ncn-Empire Ccuntries

Current Acccunt

Merchandise trede - sfter adjustment
Net experts of nen-menetary gold
Teurist expenditures

Inter=st =nd dividends

Freight end shipping

Al]l cther current trsnsecticns

Tetals — Current Acccunt - United Stetes

Otker Fereign Countries
All Nen-Empire Ccuntries

Spacial Geld Trensactions (2)
Capital Mcvements

Balancing Item (1)

Tais bslsncing item reflects pessible errcrs eand

vhich cannct be measured stetisticelly.

Credits Debits Net
906 pils + 193
18/ 2 + 84
149 a8 + 68

57 306 8209
102 119 T |
59 112 - 53
s ) o] 1,371 + 126
2 . =
558 694 - 136
10 e + 10
2,027 2,027
436 177 + 259
o] 2 =&/
5 £0 L 8
43 39 ] 4
9 17 L B
38/ 247 + 3
118 79 + 39
502 26 + 176
L 2 R
97 180 i 2
(1) ()
470 536 o =
184 A + 18/
140 68 + 72
52 226 - 174
59 80 LI
e 95 - 45
780 896 - 116
175 109 +_ 66
955 1,005 - 50
2 = ol i
461 AL - 53
(1) (1)

ne omission cf certsain fzectors
In the statements cf transzctiens with

Empire ceuntriesg and with Nen-Empire ccuntriec it reflects multilaterzl settle-
ments in the periocd befcre exchenge contrel.

This represents geld received fror the United Kingdem in pert settlement cf her
deficiency with Canzda, snd used in turn te setile part of Cancda's deficiency

with the United Stetes.
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ESTIMATED CANADIAN DB4ALANCE OF INTIRNATIONAL PLYMENTOS
T:BLE XI

Revised Statement, 1940
(Millicre of Cenadian &)

A. Conada and All Ccuntries Credits Detits Ne
Current Acccunt .
Merchondise trede - after adjustment 1,202 1,006 + 196
llet experte cf nen-menetary geld ~208 - + 203
Touricst expenditures 184 43 = G
Interect ond dividends 52 Kk S 4
Freight and shipping 138 i + 6
A1l other current trensacticns 77 i) - 56
Tetals - Current Account 1,776 g, G2%a: + 1/9
Special Geld Transacticns (2) 1248 2.8 .
Capital Movements 283 471 - 128
Bzlancing Item (1) 39 - )
2, 36 23 M6
P . Coneda #nd Tmpire Countries
Current_Acccunt
Merchendise trade - zfter sdjuctment €99 236 + . 4603
Teurist expenditures 6 3 P
Interest end dividends =3 76 —
Frejght and shipping 76 36 + 40
A1l cther current trensacticns 33 52 - 14
Totals - Current fLccomt - United Kingdem 636 293 + 343
Other Empire Ccuntries 186 110 i
A1l Fmpire Ccuntries 822 403 + 419
Special Gold Trencoctions (2) 248 AR
Cepital Mcvements 116 330 2V
Bnlancing Item (1) 43 - + 43
981 981
C. Cansdn ond Non-fmpire Ccuntries
Current Acccunt
Merchondise trade - after adjustment 503 770 - 267
Net experte of nen-menetzry geld 2072 - + 203
Teurict expenditures g8 40 + 58
Interest rnd dividends 49 237 - 188
Freignt end shipping 62 96 _
A1l cther current transactions 39 81 =2
Tetals - Current Account - United Ststes 83, 1,126 51262
Other Feoreign Ccuniries 20 98 + 22
211 Nen-Fmpire Ceuntries 954 Wile227s - 270
Special Celd Transactiens (2) 2.8 ! + 248
Cepitrl Movements 167 141 + 26
Belencing Item (1) 4, - 4
369 1., 55

(1) This Flencing item reflects pecssibla errere end the emissionief terfzin fectore
vhich cennct Ye meacurad steticsticslly.

(?) Thiec repregents geld received from the United Kingder in pert settlement ef her
defiency vith Ceneds, end used in turn to settle pert ef Cpnada's deficizncy -
with *he United Stetes.
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FCTIMATAL CANARIAM BALANCE OF INTTENATIONAL PAYMENTS

TAELE XI1

Fevised Stetement, 1941
(Millicne ef Cenacion §)

IE 39n€d9‘end /11 Countrieg Credits Debits Net

Current Acccunt

Merchendise trade — eftzr adjustment 1473% 1,264 + 468
Nat, experte ef nen-menatery geld 20/, - + 204
Tourist expenditurss 1 ikl Rl + 90
Interect ond dividends 60 286 B
Freight end shipping 185 167 + 18
All cther current trsncectiens 166 229 - €3
Totals - Current Acecunt 2,458 1,967 + 491
Caepitel Movements ‘ 566 1,063 ~_ LN
Bolsncing Item (1) 6 - + 18

3,030 2,030

P. Ceneda and Fmpire Countries
Current Acccunt

Marchendise trede — zfter sdjustmont, 1,098 279 + 816
Tourist expencditnres 3 3 -
Interz2st end divicdends 5 68 5 6B
Freight znd chipping 119 _ 06 +1 183
All other current transacticns 95 130 - 34
Tectele - Current Account — United Kingdom 1,093 359 WS
Other Empire Ccountries 228 4 7/ H Al
A1l Pmpire Ccuntries 3L 515 + 805
Cepitel Mevements 181 990 - B09
Polrneing Ttem (1) E 4 in

1, 506 1,506

C. Cenade end Nen-mpire Countries
Current. Account

Merchendise trede - =ftar sdjuctment 634 985 - 351
Nel sxperts cf nen-menetary geld 204 - + 204
Tenrist expenditures 10¢ 18 + GO
Interest snd dividends 55 218 = 16k
Freight ond shipping €6 ki N - €5
All cther current trenszeticncs 70 99 — =9
Tet:lc - Current Acccunt — United Stotes L5045 1,363 - 318
Other Fereign Ccuntriecs 92 88 )/
£11 Nen-Fmpire Ceuntriss L v 1 LSl - 314
Cepitel Mcvements 385 73 + 212
Belineing Ttem (1) 2 = + 2

1,52/ 1,524

(1) Thic balencing item reflects pessible errors snd the cmiscion cf certain factere
whizh esnnet Yo mesuurad staficticelly. '
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ESTIMATED CANLDIAN BALANCE CF INTEXILTIONLL PAYMNERTS
TAELE ZI11

Prelipinsry Stetement, 1642

(Milliens of Cenedien &)

A. Cenade end 211 Ceountries. Credits Tebits Net
Tarrent fcccunt
Morchnendise trede - after adjustment 2,523 1,406 L R
Net eyperte c¢f non-menetery 184 - + 184
Teurist expenditures 81 26 £ | .
Intercst end dividends 67 270 - 203
Freight and shipping 221 . 228 - 7
A1 cther current transscticns Bf 345 -
Totel - Current Acceunt 3,38, 2,818 +1,109
Specizl Geld Transacticns (2) 22 y =
Cuopitel Mevemente 18 1,341 - lgE
Billicn Deller Cemtritmticon - 1,000 ~-1,000

- & ™ B W
4,642 4,642

Relencing Item (1)

B. Cenade. and Empire Ccuntries

Current Aceccunt

Verchandige trade - after edjuctment 1,549 226 +1n, 80
Teurist expendituree 2 2 -
Interect and dividends 7 51 = 2
Freight end chipping 127 48 T 0 a8
A1l cther current trensscticens 19 229 =
Tetele — Current Acccunt - United Kingdem 1,641 434 +1,207

Other Empire Ccuntriec 193 il o [ 70

£11 Empire Countries 1,858% G5 +1,277

Speciel Geld Trensacticns (2) = 23 2.3
Crpitel Mcvemente 88, 1,129 - 245
Pillicn Deller Contritution c 1,000  -1,000
Palancing Item (1) 9 - 9

2,718 2,718
C. Canada and Ncn-Tmpire Ccuntries

Current Acccunt

Marchancdiss trede — after zdjustment 97/ 1,120 - 206

Met expeorts of nen-menetary geld 184 - + | g7

Tenrist expenditures 79 24 h, LGS

Interest ond dividends 60 219 - 159

Freight and shipping 9/ 179 et RG

A1l cther current trensacticons 159 116 b 43

Tetsls — Current fccount - United Stotegs 1,41 1,641 = 18§

Other Foreign Ccuntries g9 77 el TR

A1l Nen-BEmpire Ceountries Lys50 1,718 - 168

Special Celd Trenszcticns (2) 22 - 23

Czcpital Mcvemtents 2]l 212 Ll L)

Balencing Item (1) 6 = + )
1,920 1,580

(1) Thic tslancing item reflects pescitle errcre end the crijsrien of certein facters
which cannct be measured stetisticelly. .

(2) This represents geld received froi the Unit=d Kingdem in part cettlemant éf her
deficiancy with Canads, and used in turn te gettls pert cof Caneda®s deficiency
with ths United Stztes.



MERCKANDISS, THADF, BETTESN CANADE (ND OTHEE COUNTRIFS, 1937 - 1942
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CANLDILN F/LINCE OF INTEINATIONAL PAYMENTS

TEBLFE ¥IV

(exclusive of gcld end ac¢justed fer telence of payments purpeoees)

Credits frem A11 United Other United Other
Tvperts Countriecs Toetel Xingdem Ccuntriecg Totel Stetes Ccuntries

N3 1,041 .93 385 108 Sk 391 157
19138 84/, L42 27 105 402 268 13/
1979 906 436 20 10/, ¥m 344 126
19/0 1,202 699 bl 157 503 L4, 7
191 X,732 1,098 a1/ 117 63/ 566 68
1942 2,523 1,58, 1yaos 143 974 911 63

Derits fer

~imperts
1937 776 275 1.8 87 541 463 7e
1938 €9 18/ 119 65 165 400 65
19729 713 172 106 T 536 472 6/
190" 1,006 236 133 103 770 702 68
19/1 1,264 279 137 1/2 9gs 910 75
1942 1,406 226 116 110 Li%a 1,116 64

Met Credits: (4)

or Debite (=)
1937 - TS i 28]l 2T +a71 T - T2 +79
193¢ + 195 + 258 + 218 +40 - 633 -132 +69
1939 + ¥ 190 + 299, + 224 +33 =66 -128 +62
19/0 +. 196 +- 48+ RO 454, 267 278 +11
19/ + 468 + g19 + e +42 -351 =34/ -7
1942 R 17 31, 328 +18900 3 -206 -206 -1
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TEBLE XV

EEVISED ESTIMATES OF TOURIST EXPEMDITUERES BEIUVEER CINADA AND OTHFE COUNTEIFS

1937 - 1942
Empire Nen-Impire
Credits- Tx- All United Other United Other

Penditures of Countries Tctel Kingdem Ccuntries Toitel Statec Ccuntries
Fereign Teourists -

in Censdse
1937 166 12 11 1| 15, 149 5
1938 149 10 8 2 139 13/ 5
1929 149 S 74 2 140 k7. S
1940 104 6 5 i 98 98 LY
1941 111 B 2 Al 108 107 al
1942 81 2 2 (1) 79 79 (1)

Detits-Expenditures

of Censdien Touricts

Arreed
1937 87 18 16 2 69 65 /i
15138 86 o L5 2 €9 66 3
1939 81 13 i 2 68 67 16
1940 e 3 2 i 40 40 (1)
1941 2 5 2 pt 18 18 (1)
1942 26 2 2 (1) 2/, 2/, (1)

Net Credits (+)

or Net Debite (-)
1937 +79 -6 -5 =0 +€5 e +1
1978 +63 -7 =7 = +70 +68 32
1939 a0 ~4 4 - S +70 +2
19/0 +61 +3 +3 = +58 +58 _
1941 +90 = - L 190 +89 +1

1942 +55 = o 3 77 +55 &
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CANALIAN BALANCE OF INTERNATIONLL PAYMENTS

TABLE XVI

ESTIMATED DISTRIBUTION OF INTEKEST ANL DIVIDEND PAYMENTS END RECEIPTS
EETVEEN CANADE AN OTHER COUNTHIES

1937 - 1942

Empire Nen-Empire
Credits-Receipts A1l United Other United Other
cf Interest & Div- Countries Tctal ngdem Ccuntriss Totel Stetes Ccuntries
idenda frem Invest-
ments etread:

1937 76 7 2 5 69 . | 38
193¢ 66 5 2 3 61 25 36
1939 57 5 .. 8 52 27 25
1940 52 ‘. 2 iy 49 29 20
1941 60 5 & | 55 39 16
1942 €7 7 9 2 €60 43 157

Detits-Peyments of

Interest & Dividends

to Non-Residents:
1937 302 87 85 2 215 20 7
1938 307 83 81 2 224 218 6
1939 306 80 78 2 226 220 6
1940 o) g 76 74 2 237 2808 4
1941 286 68 66 2 218 284 A
1942 270 Sl 50 d 219 21% 28

Net Credits (+)

or Debits (-)
1937 -226 -80 -83 +3 - -180 +
1928 -241 -78 -79 shill -163 -193 +§é
1939 -2/9 -75 -76 +1 -17/ -193 +19
19/0 -261 =72 -72 -1 -188 -20/ +16
1941 L6 -63 -62 i, -163 -175 +12

1942 ~203 —44 -45 i -159 ~178 13
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