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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS  

Canada"s extern&l eonomi relations are revealed in outline by statements 
of the Canadian balance of international payments0 The statements present, in a 
statistical form0 a suxrirnary of the c'onimerc.ial and financial transactions occurring 
between Canada and other oountr'les0 They furnish.. therefore, an overall view of the 
external relations of the Canadian economy just as national income studies provide 
an outline of its internal structure 0  In an economy such as Canadas where external 
sources of income and demand furnish an important dynamic element to activity within 
the country, the balance of payments focuses attention upon the impact of external 
demand upon the Canadian economy, the expenditure of income outside of Canada!, and 
the resulting financial and exchange aspects0 During the war transactions on exter 
nal account have constituted an even larger proportion of the national income than 
formerly-0  In the latter years of the war!, gross credits on current account represent' 
ed almost onerthalf of the national income compared with approximately onethird In the 
period before the war 0  

GENERAL STRUCTURE OF THE BALANCE OF PAYMENTS 

The Canadian balance of payments before the war possessed quite definite 
outlines and characteristics0 For some years net receipts from the excess of mer 
chandise exports over import trade with all countries, newly mined gold,, and travel 
expenditures exceeded the net external disbursements on interest and dividends au' 
count and for freight and other services. The growing current account credit balance 
in all countries in years immediately preceding the war was dependent0 however 5, to a 
considerable extent upon expanding gold production0 The more significant annual 
variations in the gross volume of current international transactions and in the 
current acoount balances arise usual'y from fluctuations in merchandise trade0 Demand 
for Canadian exports varies widely from year to year, and Canadian demand for imports 
is closely related to fluctuations in the national income in Canada0 The large 
element of interest charges In the total payments on account of interest and dividends 
makes for some rigidity- in payments on income account, and possible fluctuations in 
the net balance from the tourist trade are moderated considerably by the substantial 
volume of Canadian travel expenditures outside of Canada, which usually fluctuate 
in the same direction as travel expenditures in Canada0 

The geographical distribution of transactions has displayed very pronounced 
characteristics and has shown a concentration of dealings with the United Kingdom 
and the United States with credit balances on current account characterizing the 
balance of payments between Canada and the United Kingdom for a number of years pre-. 
ceding the war 5, and chronic debit balances being customary in the account with the 
United States0 The main sources of the cedit balance with the United Kingdom was 
the large income which Canada has had from exports of merchandise to the United King 
dom0 In the years immediately before the war this was customarily muh greater than 



the total of current payments made by Canada to the United Kingdom for merchandise 
imports, shipping and other connercial and financing services and payments of in-
terest and dividends on Canadian investments owmed in the United Kingdom0 This 
sterling income wasp howeverp freely convertible before the war into United States 
dollars or other currencies for which Canadian demand exceeded the Canadian supply. 
Because of this existence of free exchange markets 5, there was no problem of settling 
the credit balance with the United Kingdom such as has developed during the war. 
The Canadian need for external income to meet payments in the United States and 
certain other countries where Canada usually has debit balances arises chiefly from 
the excess of purchases of merchandise in the United States over Canadian exports 
to that country combined with the large Canadian payments of interest and dividends 
to American investors, and the payments for transportation, travel and other 
services0 While there is in good years. a substantial income from Canadian ex 
ports to the United States and from United States tourist expenditures in Canada, 
this along with sales of newly mined gold was not sufficient in any year before the 
war to meet the large payments for goods and services purchased in the United States. 

special interest in a system of multilateral settlements is 
apparent from the structure of the Canadian balance of payments0 For example, the 
existence of free exchange markets before the war provided a channel of international 
settlement, particularly between the nations of the British Commonwealth and the 
United States 0  It was., therefore 5, possible for there to be a cone iderable amount of 
disequilibrium or 	in Canada?s  current accounts with the United Kingdom 
and the United States without any special problems of settling these balances arising0 
Triangular settlements such as those arising from the unbalanced state of Canada's 
accounts with the United Kingdom and the United States were an integral part of the 
network of international commerce which had grown up over a long period0 The system 
of multilateral settlements made it possible to settle balances like those arising 
from Canadas dealings with its principal trading partners0 

WARTIME DEVELOPMENTS 

The war, however 0  interrupted the operation of the system of multilateral 
settlements by creating conditions under which sterling was no longer freely con-
vertible into United States dollars0 In addition 5, the current accounts of the bel-  
ligerent nations became distorted by wartime demands which have produced greatly 
augmented current balances for which new methods of settlement have had to be devised0 
In the case of Canada, the new conditions produced problems with respect to the 
balances of payments with both the sterling area and the nonster1ing area, and the 
situation made exchange control necessary0 

During the wartime period, the external demand for Canadian produotion 
has been a dominant influence upon the balance of payments0 British and other 
allied requirements for munitions 5, food, raw materials and other goods and also for 
war services have been among the principal contributors to the great wartime de-
velopment of productive capacity and of capital equipment in Canada 0  The rapid ex- 
pansion of investment in new productive facilities created heavy demands for capital 
goods procurable only in the United States0 The new kinds of industrial production 
also led to new demands for fuel0 industrial materials and components which also 
had to be purchased in the United States 0  As a result of the new capacity and de 
inands the level of industrial production on overseas account rose to unprecedented 
heights0 

In their external aspects 5, the financial problems accompanying this great 
achievement in production were twofold0 There has been the problem associated with 
the British scarcity of Canadian dollars to pay for the munitions, food and other 
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coemiodities which were so urgently meeded f or the pro8ecution of the war and there 
has been that arising from the Canadian shortage of United States dollars to pay for 
the capital equipment, materials and coinporwnts required for the war production0 
These two tendencies contributed to the develoment of a greatly increased credit 
btlance in the current accou*t with the sterling area and an increased debit balanoe 
in the current account with the United States dollar area. Accompanying this great 
increase in disequilibrium was the interruption in the system of multilateral set-
tiements already referred to0 As a result of these develo?nents it was necessary 
to devise methods of overcoming these financial obstacles in order that they should 
not interfere with the Dominions contribution to the war0 

With the sterling area the problem has been one of finding means of 
financing the growing British shortage of Canadian dollars resulting from the extra'" 
ordinary wartime needs of the United Kingdom for Canadian munitions food and raw 
materials0 These needs, of course increased to unprecedented proportions as the 
United Kingdom was a principal base of operations against the axis0 In the earlier 
years of the war, this shortage was principally met by the Canadian government re-
patriating Canadian securities owned in the United Kingdom and by the accumulation 
of sterling balances by the Foreign Exchange Control Board0 Some settlements were 
also effected by purchases of gold from the United Kingdom which in turn, were sold 
in the United States to settle Canadian deficits there. In 1942,, however, besides 
some additional repatriations 9  a new method of meeting the growing needs of the 
United Kingdom for Caitadian dollars was introduced when a contribution of one billion 
dollars was made to the Government of the United Kingdom for expenditure on war sup-
plies in Canada0 In the same year the major part of the accumulation of sterling 
balances by Canada was convorted into a loan of $700 million to the United Kingdom0 
In 1943, a further development in the methods of financing the wartime needs of the 
Allied Nations was the appropriation by the Canadian Parliament of one billion 
dollars for Mutual Aid, for the production and transfer of Canadian war supplies 
to the United Nations, In 1944 there was a further appropriation of $800 million 
for Mutual Aid. Capital debits arising from the repurchase by Canada of the British 
equity in the fixed capital of war plants. amounting to $205 million and the repay-
ment of $190 million by Canada of British working capital advances made to Canadian 
munitions producers earlier in the war, provided a considerable amount of the ad 
ditional funds required to finance the British current account defioiency in 1943 
There have also been special receipts of United States dollars from the United King 
dom. Increasing current payments by the Canadian government to meet the overseas 
expenditures of the Canadian forces have also provided a very substantial source 
of Canadian dollars for the United Kingdom 1, having grown greatly in the latter 
years of the war as the number of Canadian.forces overseas increased and military, 
naval and air operations were expanded. In short 1, the United Kingdom has been able 
to obtain such a large volume of commodities from Canada for the prosecution of the 
war only because of special recoipte of Canadian dollars such as have been outlined 
above. The special sources of dollars which have made this possible are mostly out-
lays of the Dominion Government arising from the wartime financial organization of 
the Dominion in which government expenditures represent a large part of the national 
income. 

In the case of the balance of payments with non Empire countries, the 
central problem has also been one of scarcity - in this case a Canadian shortage 
of United States dollars 0  The customary deficits in Canad& s current account with 
the United States were greatly augmented by the war s, principally because of the 
rapid rise in Canadian imports from the United States., At the same time 1, not 
credits from other foreign countries whose currencies are convertible into United 
States dollars have sharply contracted with the decline in exports to Continental 
Europe and Asia, 
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Since during the war period 0  the deficits incurred with the United States 
dollar area had to be settled with United States dollars 0  it became necessary to con-
serve United States dollars for the more essential purposes of the war 0  and to de-
velop new source of United States dollars0 Exchange control with the control of 
capital movements provided the principal means of conserving United States dollars0 
Government measures also limited expenditures on Canadian pleasure travel and non-
essential commodities in non"Empire countries 0  As a result of the agreements 
entered into at Hyde Park in April 1941 new sources of United States dollars were 
produced with the sale of ships and munitions on a large scale to the United States 
government and further development of the production of raw materials in Canada0 
Settlements made by the United Kingdcu in United States dollars 0  and in gold 801d 
in the United States 0  have also been a factor in meeting deficits in the United 
States0 Another factor of increasing importance in alleviating Canadas shortage 
of United States dollars has been the growing volume of imports of Capital arising, 
mainly 0  from the purchase of outstanding Canadian bond8 by United States investors0 

In the last two years of the war a combination of temporary developments 
led to a marked change in the current account with the United States0 Although 
current payments by Canada for merchandise and services reached a record level in 
1943 and only declined moderately in 1944 there were very striking increases in 
current receipts from sales of munitions to the United States Government and from 
sales of grain to the United States which increased to unprecedented levels 0  Other 
exports to the United States were also heavier and more diversified than formerly, 
as unusual demands were created by wartime incomes and temporary shortages0 United 
States purchases of grain reached their peak in 1944 when they considerably ex-
ceeded the level of total exports of all commodities from Canada to the United 
States in 1938 

Another unusual source of substantial income in the latter years of the war 
originated in United States Government expenditures on defence activities in Canada0 
The construction of the Alaska highway and air fields 0  and the Canol project and other 
activities in Northern Canada were the principal objects of expenditure0 

As a result of these various non"'recurrent developments the current account 
deficit with the United States was reduced to negligible size in 1943 In the year 
1944 however 0  the unusual sources of receipts were so heavy there was a substantial 
surplus from current transactions in the United States before taking account of the 
large special payments to the United States Treasury in that year0 When these pay-
inents are included in the current account 0  however, it is brought close to equilibrium 
f or the year as a whole 0  there being a relatively small credit balance0 These 
special payments were in connction with' the termination of the financial aspects 
of the Hyde Park agreements 0V  The payments included various war expenditures such as 
reimbursements to the United States for air fields and telephone lines constructed 
in Canada0 

DEVELOPMENTS IN 1944 

Canadian war production was at its peak in 1944 and this is reflected in 
the balance of payments in various wayso In the balance of payments between Canada 
and the sterling area the effects of maximum production were to increase gross ex 
penditures of the sterling area in Canada0 including the expenditure of Mutual Aid 
funds on sterling area account as well as the disbursement of the greatly augmented 
amount of funds actually received by the sterling area from payments by the Canadian 
Government of overseas war expenditures0 

Food and munitions shipped to the British were at record levels0 Exports 
of lumber and other wood products were also heavier than in the previous year but 

1/ See statement of the Minister of Finance 0  Hansard of April 21 l944 Page 2289 
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there was some recession in shipments of non-'ferrous metals and miscellaneous comm 
modities to the United Kingdom s  arising mainly from reduced requirements for alumiranu0 
One of the greatest relative increases in the expenditures of the sterling area in 
Canada was in the value of exports on other sterling area account0 This vms partly 
a result of the development of Mutual Aid to Australia with the consequent direct fin-
ancing of some commodities to that country which formerly had been financed through 
United Kingdom channels0 But exports of civilian commodities to the other sterling 
area countries were much heavier in 1944 as well, with the result that the required-' 
ments of the other sterling area countries added a considerable amount to the direct 
requirements of the United Kingdom itself0 

Sterling area expenditures on war services and freight and other current 
transactions showed some varying trends during the yesro Expenditures for war 
services were about the same in total in 1944 as in 1943, but their composition was 
considerably different0 Payments to Canada for freight were higher., mainly reflect-
ing the increased movement of commodities from Canada0 Increased earnings by the 
growing fleet of Canadian operated merchant vessels were a factor in this increase0 
As a result of the trends described above, total current expenditures of the sterling 
area in Canada increased from $2066 million in 1943 to $2307 million in 1944 This 
is between four and five times the size of Empire purchases of Canadian commodities 
and services in 1939 

The more normal sources of Canadian dollars which the sterling area has 
to meet the above liabilities did not vary much in total in 1944 The value of im-
ports from the sterling area into Canada showed little change during the year as a 
whole0 Likewise Canadian payments to the United Kingdom for freight s  interest and 
dividends and other normal current services were only slighcly higher in 1944 

The most important change in the sterl1ng area° a supply of Canadian 
do1lars, of course, came through the great increase in the payments by the Canadian 
Government to the United Kingdom for the expenses of the Canadian forces overseas 0  
These increased from $499 million in 1943 to $31085 million in 1944 The great in 
crease in overseas expenditures was principally the result of liabilities incurred 
by the Army and Air Force 0  The campaign in Italy throughout the year and the oper-
ations in Western Europe in the last seven months of the year created much heavier 
liabilities for equipment and storeeQ There were also payments for costs inourred 
by the Army in early years0 With the Air Force some of the increase arose from the 
high degree of operations throughout the year but a considerable portion originated 
in the assumption of the costs of a larger number of Canadian squadrons overseas 
than in earlier years and in payments for advanced air training overseas0 

As a result of transactions descrIbed above the sterling area had net 
current account deficits of $879 million in 1944 compared with $1.,216 million in 
1943 The principal reason for the reduction was., of course,, the effect of the much 
heavier Canadian overseas expenditures during the year0 Mutual Aid provided a means 
of financing $834 million of the deficit in 1944, whereas in 1943 total expenditures 
by the Canadian Mutual Aid Board for Empire countries amounted to $503 million0 
Mutual Aid to the United Kingdom In 1944 accounted for about $775 million of the 
total 0  Most of the remainder was for Australia with smaller amounts for the British 
West Indies, India and New Zealand0 These goods provided under Mutual Aid have been 
included with other exports in the balance of payments statements and consequently 
are reflected in the current account balances showno  Their inlus ion among the 
credits is offset by debits of similar sig ,3 which have been entered in the special 
"Mutual Aid" item representing the expenditures by the Canadian Mutual Aid Board0 
This new form of aid to Britain and other Allied nations is in physical terms,, 
whereas the Billion Dollar Contribution of 1942 was aid expressed in financial 
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terms although in effect a contribution of goods and services Under Mutual Aid the 
actual war supplies and servioes are provided the Allied nations requesting the aid 
directly by Canada0 Among other methods of financing the deficit was the special 
receipt of U0S dollars from the United Kingdom, equivalent to $55 milli9n Canadian. 
There were also debits on balance on capital account and other special official pay-
ments which were mainly f or the purpose of adjusting inter-governmental transactions, 
and various currency settlements adjusting special transactions0 

In the balance of payments with the United States a combination of unusual 
developments created the unique conditions in which there was a credit balance on 
current account in 1944 Various abnormal wartime souroes of dollars provided a 
surplus over and above Canada's current expenditures in the United States during the 
year 0  Receipts from the sale of munitions to the United States Government under the 
Hyde Park Agreements, and from the sale in the United States of over $300 million 
of grain to meet wartliue feed and other shortages, heavy exports of a great variety 
of other con odities for which scarolties and wartime incomes created swollen de-
mands, and continued expenditures by the United States (k,vermnent on defence act-
iv±ties in Northern Canada all contributed to the extraordinary volume of current 
receipts 0  The United States Government expenditures were still substantial in the 
first half of 1944 although much less than in the peak year 1943. There was some 
improvement in the level of American tourist and travel expenditures in Canada ac-
comparrjring the easing of lixserican restrictions on pleasure travel by car but at the 
same time there was a further contraction in the net exports of non-monetary gold 
resulting from continued reductions in production 0  The consequent increase in 
total current receipts was considerably greater than the level of current expendi-
tures in the United States0 The latter were slightly less than in 1943 if the 
special payments to the United States Treasury in connection with the termination 
of the fncial aspects of the Hyde Park Agreements already referred to above are 
excluded /e  The principal reason for the moderate contraction in the level of imports 
was the greater use of Canadian sources of supply of materials and the virtual comp-
letion of the pr:grain of capital expansion in Canadian industry which entailed such 
large purchases of Canadian equipment in the United States in the early years 0  To 
some extent the reduyid imports for war purposes were offset by the greater pur-. 
chases of American commodities for civilian purposes, because of a slight easing 
in the supply of some civilian uonunodities and a greater re:Liance upon American 
sources of supply fr other cDnnnodities0 There was an appreciable increase in 
tourist and travel expenditures in the United States by Canadians accompanying some 
relaxation in travel restrictions in the month of May, 1944. Although payments of 
interest were slightLy higher because of the increased American holdings of Canadian 
bonds, there was a decline in dividend payments. 

Inflows of capital continued tc be extraordinarily heavy in 1944 with 
transactions in securities still representing the major part of the movements. 
While the volume of seiurity transactions was less in 1944 than in 1943, the net 
inflow from the United States from security transactions was not widely different 
in the two years 0  Gross sa.ea of Canadian securities to the United States were 
less but so also was the total of redemptions, there having been in 1943 a sub-
stantial total of Dominion issues called for redemption. While sales of Canadian 
bond issues payable in foreign currency were less in 1944 than in 1943, there was 
an increase in purchases of Canadian domestic bonds. In 1944 there was more 
capital transferred to Canada for the establishment and developments of direct 
investment by American businesses than was the case in the earlier years of the war. 

Capital payments continued to be for the most part for the redemption of 
securities or other debts, exports of capital being subject to the restrictions 
imposed by exchange control. Although certain other exports of capital were per- 

i/ See statement of the Minister of Finance, Hansard of April 21, 1944, Page 2289. 
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mitted in 1944, mainly in connection with the direct investments abroad of Canadian 
busirsses, the total of such transfers was small. There are also debit entries in 
the capital account reflecting the increase in official reserves of gold and United 
States dollars as well as various changes in the working capital position of private 
bUsinesses. 

There were special receipts of United States dollars from the United King-
dom amounting to $55 million providing a means of settling part of the British def 5.-
cit in Canada. There was also a substantial total of rece[pta from exchange recover-
ies and adjustments arising principally out of transactions with the sterling area. 

It should be noted that a substantial part of the credit balance on cur-
rent account with non-Empire countries in 1944 is represented by war supplies and 
services provided as Mutual Aid by the Canadian Government to China, France and the 
USSR. The total of Mutual Aid to this group of countries amounted to $102 million. 
The gift of wheat to Greece by the Canadian Government is also part of the credit 
balance being offset by a debit entry in the capital account. 
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HISTORICAL REVIEW ,  1926 1939 

(See Tables I xiii) 

The normal con!nercial and financial relations which have developed be-
tween Canada and the rest of the world have been predominantly with the United King-
dom and the United States0 The major part of Canadas external merchandise trade has 
customarily been with these two countries0 A huge exchange of commodities has grown 
up over the years as a result of the close commercial relations between Canada and 
these countries, to the advantage of each country0 As the predominant part of the 
movement of external capital in the past was from these two countries to Canada, the 
largest part of.the interest and dividends paid by Canada to other countries on ex-
ternal capital invested in the Dominion has also been to the United Kingdom and the 
United States 0  Similarly a considerable part of Canadian income from capital invest' 
ed abroad has originated from investments in the United States0 There have also been 
customarily important ox ihanges '.f services between Canada and the United Kingdom and 
the United States, The total exchange of freight and shipping services between these 
countries is large and closely related to the large moreinsnts of merchandise 0  Travel 
is also the source of large international payments, par' oularly between Canada. and 
the United States, the vo:ume of traffic across the border being very great.0 Sun-
ilarly there is a great variety of exchanges of ooimneroial professional, and finan-
cia]. services of all kinds, and personal and benevolent remittances between these 
countries 0  

IRAL INFLUENCES  

During the period from 1926 to the outbreak of the war the most important 
factors in the background affecting the Canadian balance of payments have been the 
changing conditions of prosperity and depress inn in the industrial nations of the 
world0 Being very dependent upon external sources of income 0  the Canadian economy 
has been more subject to the effect.s of e.onomic conditions abroad than many other 
nations, Changes in incomes in the United Kingdom and the United States particularly, 
have affected the demands for Canadian exports and services, and changing Canadian 
incomes in turn affect Canadian purchases of goods and services abroad0 The inter-
national movement of capital has also fluctuated with general economic conditions, 
as well as special financial circumstances, with resulting effects upon the balance 
of payments0 Also important have been Canadian industrial developments, resulb-
ing in changes in international supply and domand for commodities, such as the 
expansion in production of gold and nom$errous metals in Canada in the 193Os for 
export, and developments in industries supplying the Canadian home markets with 
commodities formerly imported Commercial agreements have also affected the flow 
of trade0 But the trend in general economic conditions in countries like the United 
Kingdom and the United States have had the most important effects on the Canadian 
balance of payments and on Canadian economic activity0 These changes have been trans-
mitted to Canada with varying intensity0 Consequently, the relative levels of incomes 
and production in Canada 0  the United Kingdom and the United States are among the main 
determinants of changes in the balance of payments. 

The export industries occupy a key position in the Canadian economy and 
variations in demand for exports have far.=reaching effects upon the national income 
with consequent indireot effects upon Canadian imports, A. large part of Canadian 
exports is made up of a ieIatiiely small number of commodities and the dependence 
upon export markets for many of these coimnodites is very great 0  Wheat and other 
food, newsprint, pulp, lumber, nickel, aluminum 0  copper0 lead, zinc and gold are ex-
amples of commodities in which Canadian production greatly exceeded domestic requireo 
menth during the inter-war period0 Mamy regions are dependent upon incomes from the 
production of commodities like these and are consequently exposed to the fluctuation 
in external demand for their products. Canadian demand for imports is in turn sub- - 



sequently affected with the result that there are very wide fluctuations in the 
balance of merchandise tradeQ the most important item in the balance of payments0 

The Canadian balance of payments is therefore vulnerable to changes in in-
ternational demand 0  This vulnerability is accentuated even more by the wide dis-
equilibrium which is normal in Canada's current account with each of the United States 
and United Kthgdom0 Whenever conditions weakening sterling in terms of dollars arise 
these tend to be transmitted to the Canadian dollar by the loss in the value of 
sterling income necessary for making payments in appreciated United States dollars 0  
This peculiar structural characteristic of the Canadian balance of payments is what 
makes for the close relationships beeen the Canadian dollar and sterling and the 
United States dollar 0  

An historical review of the balance of payments reveals national develop-
ment interacting with the impact of conditions abroad 0  There were great develop-
ments during the inter-war years in the sources of Canada's external income0 The 
composition of Canadian exports underwent many changes during this period0 The main 
trend was a growing diversification as now industries and products were established 
or expanded 0  Some of this economic growth is obscured by the depression and decline 
in prices from the high levels of the 1920s 	In the 1920s, for example, there 
were large developments in the newsprint and wood products industries, base metal s  
mining and smelting and automobile production and other manufacturing for export 
markets0 In the 1930's the base metal industries were further developed for export 
and gold mining became a major producer of foreign exchange0 Income from American 
travel expenditures in Canada reached high levels in prosperous years with the im'' 
provements in highways 0  But variations in foreign demand for Canadian goods and 
services influenced the extent to which all of these productive facilities were em 
ployed o  Consequently the level of Canadas current receipts from the sale of goods 
and services was influenced by the vagaries of external demand as well as the grow 
ing capacity for providing them0 

Canadian expenditures abroad were infLuenced to a large extent by the 
course of development in Canada during the iriter'-'war years 0  During the period of 
heavy investments in the l920s Canadian import requirements from the United States 
especially were very hoavy. There was an expansion of industrial capauity under 
way as well as large investments in transportation facilities and puh::.o utilities 0  
These developments led to heavy imports of capital goods from the United States 
which were much greater before the depression than during the period of recovery 
in the 1930Th 0  The prosperity of the 1920s also led to heavier purchases of 
United States goods generally 0  Imports from the United States were particularly 
swollen by the United States dollar content of consumers durable goods which were 
greatly in demand in Canada during the prosperous years o The falling off in im-
ports in the 1930s although to a large extent due to a decline in investment in 
Canada can be partly attributed to the development of Canadian sources of supply 
for many commodities which had formerly been imported 0  Imports from the United 
Kingdom in the 1920's had also been higher than in the 1930's when Canadian sources 
supplied a larger part of Canadian requirements0 The heavy borrowing before the 
depression led to a large overhead cost in the form of interest payable to United 
States 3.nvestors o  This became a rigid element in the balance of payments with the 
United States during the depression and succeeding years 0  But some of the external 
capital inves -ted during the period of heavy investment was in the form of direct 
investments in branches and subsidiaries and consequently the income payments on 
this portion of the Canadian external indebtedness was more flexible declining 
as it did during the depression when corporation incomes were reduced 0  

The balance of payments during the years of recovery before the war 
warrants closer analysis as it was during this period that the growing diversifi" 
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cation in export capacity was more fully developed and employed. A greater number 
of iduatries depended upon export markets than in earlier periods. There was a 
relatively greater dependence upon export markets in the United Kingdom than in 
earlier years 0  At the same time Canadian imports from the United Kingdom were less 
than in the earlier period and there was oonsequently a very substantial credit 
balance in Canadas current account with the United Kingdom, averaging about $130 
million in the four years from 1936 to 1939 There were also substantial net 
credits from trade with other Empire countries adding further to Canada's current 
income in ster1ing But Canadian exports to other overseas countries, particularly 
Continental Europe,, were much lower than during the 1920?s when European purchases 
of Canadian wheat were very heavy 0  

Canada 2  a current deficit with the United States during the same four 
years before the war was more variable s  ranging from virtual equilibrium in 1936 
to a deficit of $149 million during the "recession" year of 1938. In the former 
year Canadian income in the United States was augmented by large American purchases 
of grain because of the drought while Canadian imports were still well below the 
levels reached in the later years of recovery. In the latter year Canadian exports 
to the United States dropped very sharply below 1936 and 1937 with the deoline in 
economic activity in the United States while Canadian imports continued to be re-
latively substantial as incomes and economic activity were partly sustained in 
Canada by exports to overseas countries0 But throughout this period before the 
war Canadian imports were much lower than during the 1920 1 s, partly because of the 
small volume of irrv-est2nent in Canada Since economic activity in Canada in the 
1930's never approached the levels which the productive capacity of the country 
was capable of reaching Canadian expenditures abroad must be regarded as subnormal 
during this period On the other hand the external demand for Canadian products 
also had a subnormal character 0  An important source of dollars keeping the cur-
rent deficit with the United States from expanding further than it otherwise would 
was the rising level of Canadian gold production0 

The wide variability of the current deficit with the United States before 
the war is illustrative of the vulnerability of Canadian exchange to oonditions out-
side of Canada. While the Canadian balance of payments with all countries during 
this period produced a substantial balance on current account there was also a very 
high degree of offsetting disequilibrium with both the United Kingdom and the United 
States 0  It was only the existence of the convertibility of sterling and other ex-
change received from Canada's trade with overseas countries into United States 
dollars to meet deficits there which made the conditions of multilateralism then 
prevailing possible 0  

This led to a much greater disequilibrium in Canada's accounts with both 
the United Kingdom and the United States as has been already described. The in-
convertibility of sterling was an immediate financial consequence of the war and 
led to the necessity of considering Canada's balance of payments with the sterling 
area in a distinct compartment from the balance of payments with the United States 
and other countries with convertible exchange0 The exchange and financial problems 
associated with the Canadian shortage of United States dollars and the British re-
quirements for Canadian dollars were a direct result of the inconvertibility of 
sterling and the greatly increased disequilibrium in Canada's accounts with these 
countries arising from exchanges of goods and services swollen by wartime demands. 

CAPITAL MOVEMENT 

MDBt of the inves -Iznent of external capital in Canada occurred before 
1926. The largest part of the British capital had been invested before the First 
Great War, and there had been a very heavy inflow of capital from the United States 
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during the war and during the post war Yearso This latter movement from the United 
States continued throughout the 1920s, athough in 1925 and 1926 there were eub 
stantial exports of capital from Canada on balance0 The heaviest capital influx 
from the United States occurred during the years prior to 1924 and during 1929 and 
1930. 

The net import of capital from all countries approximated $311 million in 
1929 and $337 million in 1930 as indicated by the debit balánoes on current account 
during these years. In 1929 and 1930 there were very large flotations of new Canadian 
bond issues in the United States in connection with the capita. developments under 
way in Canada. Inflowa for direct invesnent were also appreciable in these years 
and in the earlier year a considerable amount of inflow took the form of repatriation 
of the liquid assets of Canadian banks in Now York 0  Inflows continued during 1931 
and 1932 on a reduced scale but partly through reductions in Canadian assets abroad 
rather than in new borrowing in connection with inves1nen1z in Canada 0  Inflows of 
capital were an important factor in maintaining the strength of the Canadian dollar 
during this period up until the rapid depreciation of sterling late in 1931 During 
the later 1930"s Canada again became an exporter of oapital0 Prior to this period 
most of the exports of capital had occurred in 1925 and 1926 when large amounts of 
Canadian capital were invested in United States and other foreign seouritiea0 While 
there were other exports of capital for the purchase of securities in succeeding 
years, these were more than offset by imports of capital from the sale of new Can-
adian issues of securities abroad and from the expansion of American direct invest 
ments in Canada. The exports of capital which developed in the late 1930's were of 
a different kind from those before the depression0 Those mainly took the form of 
redemptions of Canadian bond issues held in the United States and e1sewhere along 
with some retirements of indebtedness in connection with American direct investaents 
in Canada, some expansion in Canadian direct investments in the United States 0  and 
outflows of funds by insurance companies 0  These various forms of outflows of capital 
more than offset any inflows arising from the purchase of Canadian outstanding se-
curities by non-resident investors during these yearso The outflow of capital be-
came appreciable in 1934 and was highest in 1936 although the level continued to be 
still substantial in the three years before the ward Canada's balance of ixidebted 
ness was consequently reduced during these years before the war 0  

TRAACTI0E WITH THE UNITED KflGD0M 

(See Tables IV and Ix) 

The Canadian balance of payments with the United Kingdom has undergone 
numerous changes during the period between 1926 and the beginning of the war0 The 
structure which was typical in the years immediately preceding the war is generally 
appreciated. During that period Canada had consistently a large sterling income 
from exports which substantially exceeded payments f or imports 9  interest and dividends, 
freight and other services 0  To a large extent9  however 0  this surplus of sterling in-
come in the years iitnnediately preceding the war is attributable to commercial agree 
ments and the heavy British demands for Canadian commodities arising out of the 
housing construction throughout the 1930 a and from the rearmament demands in the 
latter years of the decade 0  British esonomic activity and incomes were sustained 
at a high level for a number of years before the war0 

It is important to note 9  however, that in Canada's accounts with the United 
Kingdom in each year from 1927 to 1932 the situation was exactly the reverse of that 
prevailing from 1933 to 1939, In each of these former years current payments by 
Canada to the United Kingdom exceeded current receipts0 The debit balances were 
particularly substantial in 1929 and 1930o A prominent factor in this change in the 
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structure of the balance of payments with the United Kingdom was the significantly 
higher level of payments by Canada during the years in question 0  Total interest 
and dividends to the United Kingdom were much higher before the depression than in 
any subsequent year in the 193Os partly because of railway dividends 0  At the 
same time Canadian Imports of merchandise were gr.eater throughout the 1920s than 
In the 19s Although some of this larger value was due to the higher prices 
in the earlier period a considerable amount was the result of Canadian demand for 
marry manufactured ooiwiodIties whi.h were not produced at that time in Canada0 
The development of mamifacturing in Canada in the ensuing decade was a factor in 
reducing the general volume of Canadian imports from the United Kingdom. 

Canadian export sales to the Un.ted Kingthzn were at a 1:wer level during 
the years from 1927 to 1932 than they were in the subsequent 1930s This is after 
allowance is made for the large amount f Canadian wheat which was sold to Con' 
tinental countries but in some oases originally shown as exported to the United 
Kingdom in these earlier years 0  Distinct improvements appeared in Canadas exports 
to the United Kingdom in 1933 and subsequent years and by 1936 exports had arisen 
to a higher level than in any other year from 1926 ono Increases were particularly 
notable in bacon and other food products and lumber 9  wood products and non'ferrous 
metals 0  In the four years before the war the value of exports tc the United King" 
dam remained relatively stable 0  A wide range of Canadian conanodittes were export=' 
ed to Britain0 The British market was particular],y impurtant in absorbing sur 
plus sea of Canadian farm products and raw materia's 0  Wheat and fl'ur, fruit s  
baoon dairy products and other food,, f'urs,, lumber and other forest products and 
non"ferrous metals were among the oommodites for which there was a sustaimed 
British demand before the war 0  

The credit balance on current account with the United Kingdom expanded 
from $26 million in 1933 t. $137 nlil11on in L939,, without including the exports of 
gold from Canada to the United Kingdom which wer substantial in some of these years 
This movement of gold was .shIefy the result if temporary market situations and its 
inclusion in total credits in the account with the United Kingdom would consider= 
ably expand the credit balance over that arising from comnercial transactions0 Total 
net exports of noninnetary gold are included in the current account with the United 
States in tables in this report0 

Capital movements between Canada and the United Kingdom during the period 
under review have been predominantly from Canada to the United Kingdom Retirements 
of Canadian securities originally sold to British investors have been the principal 
form of this outward mvement of capital 0  In es. ih year during the period under 
review, with the exception of 1933 and 1.934,, retirements exceeded new issues of 
Canadian securities sold in the London market 0  In addition,, in mar,r years there 
were repurchases of outstanding Canadian securities from British investors 0  In 
1933 and 1934,, however, this movement turid in the opposite direction when sales 
of Canadian outstanding securities greatly exceeded Canadian repurchases 0  Al' 
though the total inf I w of capital from the United Kingdom was very hesizy in these 
two years the net m.'vemont during the period from 1926 to 1939 was on balance out 
ward and had the effect of reducing the balance of Canadian indebtedness to the 
United Kingdom 0  

The combined effects of current and capital account transa.:tions be 
tween Canada and the United Kingdom has been that ea..th year fcm 1933 there was 
a very large surplus of Canadian receipts from the United Kingdom 0  While the 
credit balance on current account was still small in 1933 and 9:4 there were the 
very large credit balances on capital acount of approximat- $94 million and 
$99 million respe'tivEly 0  In later years when the credit balan:.s  on current 
account expanded 9  it was, after 1935 muh larger than the debit balances on 
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cs.pital account 0  Consequently Canada had a large surplus of sterling receipts gen-
erally from 1933 on0 Under the conditions of exchange convertibility existing be-
fore the war this sterling surplus tou1d be sold for United States dollars to provide 
the dollar exchange needed to make payments in the United States 0  

TRAACTIONS WITH OTHFR OVERSEAS COUNTRIES 

(See Tables V1 9  X and XIII) 

Canada has had large balances on current account with other overseas 
countries as a whole consistently throughout the period under review0 Income from 
exports of merchandise has been the predominant source of receiptso Supplementing 
those receipts is investment income arising mainly from Canadian direct investments 
in South America 0  Exports of food and raw materia.s have constituted a large part 
of the merchandise trade with other countries0 European demand for Canadian grain 
and other commodities was especially heavy before the depression but the reduction 
in this demand during the depression and the accompanying period of autarchy was 
never regained in the period of recovery before the war 0  A certain amount of this 
reduction in income from exports to Europe and other foreign countries was offset by 
larger sales to the Dominions and other British countries0 Canadian imports and 
other payments to this group of other countries did not fall as much proportionately 
in the pre-'war years as was the case with exports to this area consequently the net 
current account balance with other oountrios which was as high as $338 million in 
1928, was reduced to $22 million in 1938. An important factor contributing to the 
large credit balances in the earlier years arises from the inclusion of wheat exports 
in the current account with these countries which was originally declared as exported 
to the United Kingdom but subsequently diverted to other European destinations0 

While there are other exchanges of services between Canada and these 
countries 9  to a large extent these exchanges are offsetting for the group of countries 
as a whole 9  particularly in the case of tourist and travel expenditures and freight 
and shipping0 While the balance on account of these transactions is of significance 
with some individual countries the volume of transactions is usually small in re 
lation to merchandise trade,, There is, however. a considerable balance of debits a-
rising from all other current transacions,, The largest component of those payments 
is personal remittances to Europe and Asia by persons living in Canada with family 
ties abroad0 The level of personal remittances was higher before the depression and 
has shcwn a secular decline during the period as the voLume of immigration to Canada 
in the last decade before the war was much less than in earlier periods0 

The continental distribution of trade reveals some fair.y definite patterns. 
Canada has been a net exprter to each continent outside of America in most years. 
In the case of South America6 however 9  there was a balance of imports in most years 
before the war0 Althugh imports from the United States have exceeded exports con-
sistently9 there has been a balance of exports to other Ncrth American countries ax-
(luding the United States as a who.e throughout the period under review0 The current 
account with Empire countries other than the United Kingdom also shows a credit bal-
ance throughout the period under review 0  Although a minor part of the total in each 
year the credit balance with these countries became relatively more important in the 
1930s with the sharp decline in exports to EurOpe 0  

While there have at times been substantial movements of capital between 
Canada and overseas countries other than the United Kingdom there is little relation-
ship between these movements and Canadas current account with the area as a whole0 
Most of the capital m'vements have taken the form of security transactions in inter-
national capital markets 0  1)uring the 1920's Canadians purchased large amounts of new 
issues of foreign bonds usually floated in the United Stateso South American iSSUeS 
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made up most of these purchases although there were also some European and British 
Dominion issues as well 0  Many of these holdings were later sold abroad. Later in 
the years immediately before the war there was a substantial movement of European 
capital to Canada0 Earlier movements of European capital to Canada for the most 
part occurred before the eriod under review0 Much of the direct investsnt by 
Canadian companies in Latin America also occurred before this period. 

Trade with other overseas countries has been consistently a substantial 
source of current surplusses providing exchange which could be converted into 
United States dollars to make payments in the United States. In each year during 
the period under review until 1937 the credit balance in Canada's current account 
with these countries has been the largest source of exchange for meeting deficits 
in the United States 0  In the years from 1937 until the beginning of the war when 
sterling ceased to be freely convertible, however, the credit balance with the 
United Kingdom was sl -lghtly larger than that in Canada's accounts with all other 
overseas countries0 

TRAEACTI0IS WITH THE UNITED STATES 

(See Tables V and XII) 

The fluctuation in econopli.c conditions in Canada and the United States 
constitutes one of the most prominent factors influencing these trends in the 
balanoe of payments between the two contries. Relationships between the two 
countries are numerous and far reaciing 0  Events in the United States, reflecting 
changes in the larger econcmiy, directly influence the oourse of economic activity 
in Canada 0  The influences of conditions in the United States upon the world econoir 
at large are also transmitted to Canada through their effects upon the fluctuations 
in Canada 9  a trade with overseas countries as well because of the great :importanoe 
which this external trade has for Canada 0  The level of production and incomes in the 
United States directly affects the welfare of many Canadian industries and trades de-
pendent upon export demand 0  In many regions in Canada the primary economic stimulant 
comes from Mierioan demand 0  The voume of Canadian sales of goods and services in 
turn affects Cana.das ability to purchase abroad0 

Besides general economic, fluctuations there have also been the effects of 
tariffs and commercial agreements upon the flow of commodities between Canada and 
the United States0 Tariff increases in 1930 and later years introduced impediments 
to the flow of oommodic±es in both directions0 The combination of the effects of 
these barriers and the reduced demands and prices during the depression contributed 
to abnormally low levels of commodity movements in the balance of payments between 
Canada and the United States for a number of years. But later the Trade Agree-
ments between Canada and the United States signed in 1935 and 1938, combined with 
the recovery in economic activity, led to substantial increases in the level of mer-
chandise trade between Canada and the United States in the years immediately before 
the war0 

The balance of payments between Canada and the United States has been 
characterized by deficits eah year in the period from 1926 to 1943. These debit 
balances on current account were much heavier, however, in the earlier half of the 
period and reached their highest point in 1929 and adjacent years. There were sub-
stantial declines in the size of the debit balance each year from 1929 until 1936 
when the current account with the United States was virtually in equilibrium. Sub-
stantial deficits again reappeared in later years particularly in 1938, but it was 
not until the period of the war that the deficits again approached the size which 
was characteristic of the period from 1926 to 1931. 
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The greatest fluctuations have occurred in gross payments by Canada over 
the period. This decline in debits was not only greatest in the depression but the 
level of debits in the later years of recovery before the war also marked a greater 
decline from the level of pre'depression yearsp both relatively and absolutely 9  than 
was the case with total credits. Because of these varying trends the balance of 
debits on current account in both depression and pre1eprsssion years was much less 
than was the case before the depression0 The principal reason for this trend in the 
current account balance has been the greater dSclinS in imports over the longer 
period, and the growth in the value of net exports of nonciionetary go].d 0  Principal-
ly because of the latter factor total receipts from gold and all other commodity 
exports in the pre.'war years were close to the level of the pre-depression years, 
whereas in contrast imports were much lower than in the peak years0 

The widest fluctuations have occurred in merchandise aocounto Both ex-
ports and Imports have often shown wide variations from year to year but the annual 
changes in the balances on merchandise account have usually been less pronounced 
since both exports and Imports frequently fluctuate in the same direction0 In the 
declines from the levels of the 19208 ç, reductions in exports, however, were relative-
ly less than declines in imports with the resu...t that the deficit in merchandise ac-
count was much less after 1930 than before 0  

Trends in other items over the period have to some extent been offsetting; 
for example, while revenue from the tourist trade was greater in the pre"depress ion 
years, partly because of higher prices debits on freight and shipping ac.00unt were 
higher during the same period as a result of the larger vcume of merchandise imports0 
The effects of fluctuations in the level of American trav expenditures in Canada 
are in themselves to some extent modified by trends in Canadian travel expenditures 
in the United States which usually move in the same direction as American expendi-
tures in Canada0 Payments on account of interest and dividends have been relatively 
stable throughout the period s, being generally higher from 1929 on than In the earlier 
years because of the increased Canadian indebtedness to the United States0 The 
rigid element in these payments arises from interest on bonds and debentures held 
in the United States, while the more flexib.e &.ement is represented by the dividends 
paid by Canadian companies owned and controlled in the United States The latter 
generally fluctuate in accordance with genera. eionm conditions and are payable 
for the most part in Canadian dollars 0  But the majtir part of the interest is pay-
able in United States dollars 0  and when the Canadian do1lar is depreciated there is 
the addition of the premium on exchange0 Rteipts f income by Canadian investors 
from United States stocks and other securities gene:ally fluctuated with changes in 
corporation incomes in the United States somewhat similarly to variations in Canadian 
payments of divIdends the amounts remitted in both d.rticna varying to some extent 
with economic conditions 0  All other iurrent transactions are also to a large extent 
offsetting0 The volume of both receipts and payments is however, quite substantial 
and normally results in a balance of payments by Canada 0  Included in these trans-
actions are the marr exchanges of business and professional services which enter into 
the international commerce of the two countries0 There is also a variety of per-
sonal and institutional remittances and the transfers of inoomos in both directions 
earned across the border by persons working in one country and residing in the other. 

Since the main changes in the current account balanoa arise from the mer-
chandise trade various influences upon commodity movement have been the main factors 
contributing to the fluctuations in the current account deficits The large deficits 
prior to the depression were affected to a large extent by heavy Canadian demand for 
American merchandise during the pre'-epression years 0  A larger part of the gross 
national expenditure of Canada in those years was spent on investment in Canada, 
The heavy investment in these years created extraordinary demands for capital goods 
and this was reflected in the large volume of imports of durable goods from the 
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United States0 Canadian purchases of industrial materials and components required 
for construction and production in Canada arising out of this extraordinary level of 
private and business investment in Canada also contributed to the heavy imports from 
the United States during this period0 At the same time the expenditures in the United 
States arising from Canadian consumer demands also reached unusual levels0 Incomes 
in the prosperous years before the depression were not only high but widely distrib" 
uted 0  

Imports from the United States declined during the depression and although 
they increased during the years of recovery, they never regained anything like the 
pre.epre8sion level 0  The total in 1937 of $463 million compares with $875 million 
in 1929 A large part of the reduction ta:zcurred in metal products0 Imports of iron 
and its produts were unusually high in 1929 and earner years 1  reaching $309 million 
in 1929 whereas the highest lev1 reached in the post'depression years before the 
war was $174 million in 1937 A large part of this drop occurred in machinery and 
other capital equipment f various kinds0 Other significant declines were in imports 
of automobiles and primary steel0 Another group of imports which dropped very 
sharply during the same period was agricultural and vegttable produots which do' 
duined from $03 million in 1929 to $44 million in 1937 Some of this latter dec' 
dine arose from changed practices with regard to rubber and other tropical products 
purchased in the United States 0  There were sharp proportionate declines in many 
other groups of imports as well but the absolute amounts were not as large as in 
the above two groups0 The deithes in non 'metallL minerals and products and 
chemical and allied products were less abrupt and to a greater extent were duo to 
l,wer prices0 To some extent the dlines in imports were the resu1t of increased 
and more varied manufacturing capacities in Canada0 In other respects they were 
direct....y attributed to the greater reduction in capital investment in Canada in 
the years of recovery after the depression in contrast to the heavy expenditures on 
investment in the 1920 S 

Canadian exports to the United States did not fluctuate as widely as was 
the case with imports The decline during the depression was less proportionately 
than the decline in imports0 Exports in 1932 were about 32% of exports in 1929 
whereas imports in the sante year amounted to only 28% uf imports in 1929 The re' 
vival in exports which 0  in 1937 amounted to 75% of the total in 1929 was greater 
than in the case of imports whi.ih 0  in 1937 only amounted to 53% of imports in 1929 
The debit balance fm merchandise trade was sharply reduced0, consequently 0  in the 
depression0 It had been as high as $356 million in 1929 but in 1932 was $77 million 
and in 1933 $28 million0 In 1937 it had only expanded to $72 million but showed 
a sharp Increase In 1938 as a result of the effects of the recession in the United 
States when exports from Canada feli mcre sharpy than Canadian imports0 The debit 
balance on merchandise trade amouritod to $L3 million in 1938 To a considerable 
extent the ljwer level cjf exports in 1937 was due to lcwer prI'es 0  hie a reduced 
volume contributed to much of the de line there were some important groups of oom 
modities whih were exported in greater volume0 The do tline in value was less sharp 
however 0  in exports of non'ferrous metals and non'etal1ic minerals. In contrast 
to the geneal decline in exports of commodities was the outstandingly, large increase 
in net exports of nor!1n0)netary gold which is not included in the commodity exports 
commented on0 Gold production in Canada increased very rapidly and faix.r oon' 
sistently during the .930Th 0  The in'rease in trte price of gold in the United 
States was a further contributor to higher recoipte from nom'monetary gd0 

These two factors 0  the great inTease in receipts from god production 
and the greater oontration in imports than in exports of other commodities0 both 
:ontributed to the redu d deficits in Canadian .irrent account with the United 
States during the l9.30's To some extent the detilne in imports imist be associated 
with the relatively Lean period f investment in which it occurrede Both private 
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and public investment in Canada were at a low ebb during and after the depression 
and there was consequently much less demand for imports of capital goods and many 
of the materials imported in connection with investment in Canada0 At the same 
time, however, United States demand for Canadian commodities was also abnormally 
law, because of the low level of incomes and economic activity in that country 
during most of the pro-war period following the depression0  Prices of exports were 
also relatively lower than imports in comparison with the pre''depression period, the 
terms of trade having moved unfavourably f or Canada during the depression and having 
only recovered partly after 0  

Capital movements between Canada and the United States have followed 
fairly definite courses in two distinct periods during the years under review0 Be-
tween 1927 and 1932 there were substantial imports of capital from the United States0 
These were particularly heavy between 1929 and 1931 In each year inflows from the 
excess of new flotations of Canadian bonds in the United States over issues retired 
there contributed to a large part of the movement as during this period American 
holdings of Canadian bonds increased very appreciably0 There was a counter movement 
of capital arising maInly from the investment by Canadians in United States securities0 
These outflows ere particularly substantia. between 1926 and 1928 when Canadian hold 
ings of Macrican stocks grew rapidly0 Another important source of capital inflow a-
rose from the reductions in the external assets of Canadian chartered banks 0  With-
drawaisof these funds from New York were especially large in L928 and 1929. Other 
capital movements, arising chiefly from the direct investment of Ajnorican capital in 
branch and subsidiary companies in Canada were also substantia1 particularly be-
tween 1929 and 1931 The net effect of these various movements of capital was that 
there was a predominantly Inward flow of capital from the United States to Canada 
between 1927 and 1932 In 1926 and in certain earlier years inflows were exceeded 
by outflows from Canada for investment in securities0 This inflow of capital from 
the United States between 1927 and 1932 provided an offset to some of the large our-
rent account deficits which prevailed during these years 0  Part of the current ac 
count deficits can, of oourse be attributed to some of the inflows of capital since 
the heavy investment in Canada during this period contributed to the high level of 
Canadian imports from the United States0 

The movement of capItal from 1933 to the beginning of the war was pre-
dominantly from Canada to the United States0 In each year during this period ro 
tirements of Canadian securiics in the United States exceeded new issues by a wide 
margin0 There were also utf lows of capital in counection with direct investments, 
both in the case of external investments in Canada and now Canadian direct invest-
ments abroad and infi.ws of capital in some years from insurance company operations0 
The international trade in outstanding securities during the same period displayed 
less regularity, there being wide swings in the volume and direction of the movement 
of capital from one year to another0 Consequently, the net movement from this group 
of transactions was to a large extent offsetting between 1933 and the beginning of 
the war, although the volume of the turnover of securities was very great0 The pre-
dominantly outward movements of capital between 1933 and 1939 occurred during a 
period when Canadas current account deficit with the United States was more mod 
erate than had been the ease during the period of capital inf low 0  Consequently the 
above divergent movements of capital and the trend in the current account with the 
United States lead to a smaller balance of debits from total current and capital 
account transactions during the years between 1927 and 1932 and maintained a sub-
stantial balance from total current and capital transactions during the period 1933 
to 1939, capital debits during these latter years adding to a lower level of cur-
rent debits to produce quite substantial net debits with the United States from 
all transactions0 
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The source of foreign exchange which Canada was able to employ before the 
war to meet the consistently large requirements for United States dollars, arising 
from total current and capital transactions, was the balance of current credits 
from trade with overseas countries as has already been desoribed. In each year 
there was a substantial surplus from overseas. Between 1926 and 1932 the group of 
overseas countries other than the United Kingdom was the source of current surplus-
ses, since current transactions with the United Kingdom during each of these years, 
with the exception of 1926, resulted in a net debit. From 1933 on, however, there 
were also growing current account surplusses with the United Kingdom as well. But 
during the seine years, the current surplus with other overseas countries was lower 
than had been the case prior to 1930. 
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PC6TWAR OUTLOOK 

During the transitional years after the war there will be special needs 
for credits to fill the gaps which arise from the heavy current demands for com-' 
modities during this period 0  The current accounts of many countries will be widely 
out of balance for a considerable period 0  because of the abnormal demands for food, 
raw material, capital equipment and other commodities and services which will exist 
during the transitional years, The international demands arising out of rehabili-
tation needs will be very great0 Besides the restoration of the physical damage 
caused by the war, there is also the acownulation of unsatisfied demands during the 
wartime period and the replacement of capital equipment which has been badly de 
preciated under wartime conditions. While in some cases these abnormal needs will 
be met by organizations such as UNRRA P  there are other transitional requirements 
for commodities which will have to be paid for by the tountries receiving the corn-  
modities0 Many of these countries have very limited international cash reserves and 
it will consequently be necessary for them to borriw in important countries of sup-
ply like Canada, through credit faciU.ties such as those set up under the Canadian 
Export Credits legislatlone There will be also 0  for example, credits necessary to 
finance the large gap anticipated in the current accounts of the sterling area with 
Canada, for so long as sterling is not freely convertibe 0  there will be a large 
shortage of Canadian dollars in the countries of the sterling area arising out of 
the heavy requirements for Canadian commodities which will greatly exceed the a-' 
mount of commodities which Canada buys in these countries0 

Canada has been a consistent exporter of capital on balance for over a 
decade0 Each year since 1934 there has been a balance of credits on current acoount. 
Even before the war these credit balances, reflecting an outflow of capital from 
Canada, were substantial, being as high as $244 million in 1936, In the six years 
from 1934 to 1939 the credit balance on current account averaged $140 million per 
year. Most of the export of capital during this period took the form of reductions 
in Canadian liabilities abroad0 Canadian bonds owned abroad were redeemed in sub-
stantial amounts, Other liabilities were reduced and there was some expansion in 
Canadian assets abroad as well, During the war the credit balance on current ac-
count has grown very rapidly. In some of the later years of the war it has been 
approximately ten times the size inmtediately before the war 0  

While the circumstances behind this growth are abnormal, the wartime 
achievements are suggestive of Canadas potentialities as an exporter0 A net annual 
export of capital much in excess of the prewar average would appear well within the 
productive and financial capacity of the country. The extent to which exports of 
capital from Canada expand after the war will depend to a large extent upon many 
circumstances, including the general background in whiih international economic re-
lations are conducted, and future levels of Canadian imports, In an expanding 
world economy, Canada could occupy a prominent piae as an exporter of capital. 
The form which international lending takes after the war may be quite different 
from befo the war. New circumstances and new requirements in the world economy 
are creating new methods and forms of international adjustment0 

Canadas experience during the war has shown clearly how important it 
will be to have the general oorr'ertibility of currency restored, For as long as 
the conditions of exchange inconvertibility continue, there will be the problems 
of financing the large balances which result from commercial relations with the two 
important currency areas, the sterling area and the United States dollar area, In 
the case of Canadian trade with the sterling area it will be necessary to provide 
credits to cover the balance arising from the large excess of exports over imports 
and other normal current and capital payments, Sim1larly, if large current account 
deficits with the United States are again experienoed these will have to be covered 
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by either imports of capital or the use of Canadags liquid reserves of gold and 
convertible currencies0 For so long as a period of inconvertibility of sterling 
into other currencies continues, there will have to be an entirely new type of 
background for conducting international trade0 There is the hope, hovver, that 
conditions of this kind will prove to be only temporary and that eventually there 
will be a restoration of exchange convertibility and the multilateralism in trade 
which accompanies it0 A system of multilateral trade in which currencies will a-
gain be freely converted will permit international purchases to be made freely 
without regard to bilateral limitations0 The expansive potentialities of inter-
national trade along multilateral lines stimulated by the international credits 
which will be needed to restore the world eoonony and by reductions in trade 
barriers would do much to raise incomes throughout the world and to expand the 
volume of international coxeroe0 Under such conditions there would be no need 
for the restrictions and readjustanente dictated by bilateralist situations 

If, however, multilatera.lism is not restored in the near future, measures 
of a different character would have to be devised for settling the international 
balances which arise out of the current exchanges of goods and services between 
Canada and other countries, There are various ways in wLich a problem of this 
kind could be met0 For instance, besides employing international credit, it would 
be possible to reduce some of the gape in international acoourite by diverting 
trade into channels which do not create large current account balances0 But it 
should be recognized that extreme adjustments along any one line would greatly 
alter the pattern of the economic relations which have developed in the past as 
a result of free economic growth, particularly between Canada and the United King-
dom and the United States0 

But. diversions of trade would be particularly disrupting, if this con-
dition of exchange inconvertibility which exists at the beginning of the postwar 
period turns out to be only a temporary obstruction to internationa. trade0 Diver-
a ions of imports on a large scale would be a difficult and distasteful undertaking 
f or a country with a general pattern of trade like Canada°s, as i would entail 
the disturbance of many established commercial and industrial relations. It would 
be most undesirable to have disturbed normal commercial dealings which take place 
between nations because of relative advantages which there are in international 
trade0 It would obviously be impossible to bring the Canadian balance of payments 
into equilibrium with either the sterling area or the United States dollar area 
without far'reachirig interference with the normal courses of trade0 An early 
restoration of conditions of multilateralisin accompanied by the expansive effects 
anticipated from such a development would provide an international background more 
suitable to the structure of the Canadian balance of international payments0 The 
international monetary fund and the bank for reconstruction and development pro-
posed by experts at Bretton Woods are institutions of the type needed to assist 
in creating the conditions which will make possible a restoration of -multilateral-
ismo The Canadian legislation for providing export credits will also be an 
important means of assisting trade during the transitional years0 
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BRITISH AND FOREIGN CAPITAL INVTED IN CANILDA 
AND CANADIAN CAPITAL INVESTED ABROAD, 1926'4939 

British and Fore i&n  Investments in Canada 

In the present bulletin the main features in Canada s international in-
vestment position before the war are presented. In a subsequent more comprehensive 
bulletin which it is planned will be issued in the near future, a more detailed an-
s.lysie of external long-term investments in Canada and Canadian long-term invest-
monte abroad will be made showing the main changes which have occurred during the 
war. At the end of 1939 total British and foreign investments in Canada were esti-
mated at $6,926 million0 While the exact distribution of ownership of this total is 
not known, an indication of the ownership is given by the countries in which the 
securities are held. Investments held in the United Kingdom were estimated at $2,466 
million. Besides including British owned investments this total also includes in-
vestments held in the United Kingdom by nominees for residents of other countries. 
The value of investments held in the United States at the same time amounted to 
$4,190 million. While generally indicative of /unerican ownership, this total also 
includes an indeterminable amount of securities held in the United States by nominees 
for residents of other countries0 The remaining amount, $270 million, was owned in 
other overseas countries. The total investments in Cnad, owned in these other 
countries would inulude, therefore, the $270 million plus the indeterminable amounts 
included in the British and United States totals shown. 

Summary Non-Resident Investments 
in Canada -1926-1939 

(Millions of Canadian Dollars) 

1926 1930 1933 1939 

Held in United Kingdom 2,636,3 2,766.3 2,682.8 2,465.9 

Held in United States 3,196.3 4,659.5 4,491.7 4,190 90 
Held. in Other Countries 170.0 18810 190 10 270.0 

Total Non-Resident Investments 6,002.6 7 0 613.8 7,364.5 6,925.9 

The total of nonresident investment in Canada in 1939 was considerably 
less than in earlier periods 0  Both the totals held in the United Kingdom and the 
United States were lower than in 1933, mainly as a result of the substantial retire-
ments of Canadian bonds and debentures held in those countries during the years im-
mediately before the war when Canada had a surplus on current account and was ex-
porting capital on balanue. The amount owned in other countries in 1939 was higher 
than in earlier years as a result of the inflow of capital from Europe to Canada 
during the years immediately preceding the war. While the total of non'-resident 
investments in 1939 was less than in either 1933 or 1930, it was still much larger 
than in 1926, the $6,926 million in 1939 comparing with $6,003 million non-resident 
investment in Canada in 1926. 

More than half of the investment in Canada in 1939 was represented by bonds 
and debentures, This portion of the investment, amounting to about $3,500 million, 
gives rise to large contractual payments of interest requiring foreign exchange. 
Total Interest paid in 1939 on Canadian bonds and debentures owned by non-residents 
of Canada amounted to about $136 million, the larger portion of which represents a 
payment to United States in Canada 9 s current account, This total of Canadian bonds 
and debentures owned abroad is however a relatively small portion, about one-third, 
of the total funded debt of the Canadian Government and corporations which ap- 



- 22 - 

proxirnated ten billion Eollars at the and of 1939 a  The portion of outstanding bonds 
at the present time is even less as a result of repatriations during the war and the 
great growth in Dominion Government bonds sold to Canadian residents during the war. 
Non-resident holdings of government securities represented about $1,672 million of 
total holdings of $3,500 million bonde outside of Canada. Holdings of Canadian 
National Railway issues estimated at $728 million in 1939 made up a large part of 
the remainder0 

Investments by non'residents in Canadian businesses Including the rail-
ways total about $5254 million0 This investment is of varying importance in dif-
ferent Canadian industries0 British and foreign capital have been an important 
source of investment in many industries0 There are some groups of industries where 
non-resident capital accounts for the predominant part of the -total investment, but 
there are other groups where capital of Canadian origin accounts f or the major part 
of the investment Whi.le nonresident ownership of industries in the chemical and 
allied product group represented 79% of the total investment, the corresponding per-
centage in the textile group of industries ii only 17%.  The average percentage of 
non-resident ownership in all manufacturing enterprises is 42%. The external in-
vestment in mining and smelting companies was also of comparable proportions, a-
mounting to 42% of the total inveslznent 0  In the case of railways the non-resident 
investment was 57% while non-resident investment in companies and commissions oper-
ating central electric stations was only about 25%6 Only a very minor part of the 
capital invested in merchandise comes from non-resident sources, the percentage 
being 9 

rcent of British and Foreign Ownership 
of Canadian Industry - End of 1939. 

Type of Industry 	 % of Non-Resident 
Owners hip 

All Manufacturing enterprises 	 42 

Vegetable products 	 43 
Animal products 	 22 
Textiles 	 17 
Wood and paper products 	 47 
Iron and its products 	 34 
Non-ferrous metals (1) 	 77 
N.n-metallic minerals 	 46 
Chemicals and allied products 	 79 
Miscellaneous manufactures 	 56 

Mining and Smelting companies (2) 	 40 
Railways and Other Utilities 	 45 

Steam railways 	 57 
Power Companies & Commissions 	 25 
Other Utilities 	 31 

rchandising establishments 	 9 - 

T.tal of all above concerns 	 38 
Financial Institutions 	 43 

(1) Includes smelting of imported ores 0  
(2) Smelting restricted to domestic ores0 
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An important part of the United States invesl2nente in Canada is represented 
by the aoccalled direct investrzents These are investments in branoh 8ubsidiS.ry and 
controlled companies and Include the branch p.ants of American industries which oper-
ate in Cane.da0 The total value of the investment in .iompanies oontrolled in the 
United States at the end of 1939 was $1,919 million0 More than half of this total, 
$984 million was in manufacturing establIshments 0  American direct investments in 
publi.e utilities were also heavy, the total invested in railways and public uti1itie 
controlled in the United States being $437 million0 Investments in mining concerns 
controlled in the United States amounted to ainst $200 million and merchandising 
and financing concerns controlled in the United States accounted for most of the re-
mainder0 

Value of United States Investmten+. In Canada 
in Companies cotitrollad in the United States, 
December 31,  

(Millions Of Dol'-sa, $) 

Manufacturing 98307 
Mining 197,8 
Railways & Pubi 	Utilities 4374 
Marohandising 1193 
Financial 1259 
Miscellaneous 554 -- 

19195 

Portfolio investments in Canada cwned In the United States amounted to 
about $2,166 million in 1939 apart from scattered Individual holdings of securities 
included in the total American thvestineut in branuh )  subsidiary and controlled 

mpan0 Some of the latter Is made up of a large numb.r of individual holdings 
of stocks and bonds in companies which are ont'o1led in the United States and oon' 
sequently specified as Amen-ian direct investments in CanadaQ Most of the above 
total of portfolio Investments is made up of holdings of Canadian bonds which a-
mounted to $1,809 million 0  In addition there is the Indeterminable part of the 
American holdings of bonds of Ame-'ivan controlled companies in Canada which might 
also properly be regarded as portfilio investments0 The tjtal bonds of American 
controlled companies held in the United States in 1.939 was $306 million0 In addi-
tion there were American holdings of stoiks of Canadian :rntrolled companies 0  The 
book value of these in 1939 was $354 million 0  There was also an indeterminable a-
mount of the stock holdings of Canadian companies :into11ed in the United States 
which are comparable to portfolio ho.dings and invsins if $13 million in the 
capital stock of Canadian oompani-s iont- o1led in the United Kingdom and e.sewhere 
and various other small Items 0  Miscellaneous Investments In Canada are estimated 
at $85 million0  Included in this figure are estimates of a great variety of non-
corporate assets in such forms as inortgages agrioultural lands summer hoines pro- 
specting, estates and trustB and other assets Kdministered for persons or corporations 
in the United States 0  

British investments in Canada were predominanlfy- portfolio investments. 
These amounted to $1988 million and the major pa:.' of this total was made up of 
holdings of bonds0 Tta1 holdings of bonds in the United Kingdom were $1315 ni 
lion at the and of 1939 This totel inoludes the $5 inilUon  of bonds 9f companies 
controlled in the United Kingdom but exiludes ahu $'5 milUon f the first Dominion 
issues repatriated from the United Kingdom in the :..tte-  months of 1939 Th-.4 was 
the first part of the official repatriations which was one of the earlier methods 
employed in financing the British deficiency of Canadian dollars arising from the 
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waro The book value of British holdings of stock of Canadian controlled companies 
was very large,, amounting to about $660 million0 A large part of this total was 
represented by holdings of railway stok 0  Other British portfolio investments in 
Canada included $55 million stock in Canadian companies controlled in the United 
States0 British direct investments in Canada in branch, subsidiary and controlled 
cainpanies tota1ld $366 million0 The value of British holdings of capital stock 
of Canadian companies controlled in the United Kingdom made up $194 million of 
this tot&1 and the net assets of insurance companies and other corporation assets 
amounted to another $121 million0 British investments in Canadian real estate, 
mortgages and various assets administered for British investors including the 
Canadian assets of British investment companies are estimated at $120 million. 

The major part of the invesinte of other overseas countries in Canada 
are made up of portfolio holdings0 Of the total of $270 million which can be directly 
attributed to other overseas countries,, $71 million is made up of portfolio in-
vestments of Canadian bonds and stocks0 Direct irrrestmenta in companies controlled 
in these countries totalled about $49 million0 An estimate of miscellaneous assets 
accounts for another $50 million0 

Changes in the Balance of Canadian LongTerm 
Indebtedness to Other Countries Durin& the War0 

During the war there has been a very sharp reduction in the balance of 
Canadian indebtedness to the United Kingdom, whereas the balance of Canadian in-
debtedness to the United States has increased appreciably0 

The change with respect to the United Kingdom position has, of course, 
arisen out of the financing of the British shortage of Canadian dollars ac-
companying the swollen British wartime demands for food,, munitions and raw mat-
erials in Canada 0  While Mutual Aid and the Billion Dollar Contribution provided 
the principal method of financing the British defioierisy,, there were other methods 
of a capital character employed earlier during the war which affect the balance of 
indebtedness 0  The first of these methods was the official repatriation of Dominion 
Government securities held in the United Kingdom0 During the course of the of- 
ficial repatriation operations a total of more than $700 million of Dominion Govern-
ment and Canadian National Railway issues held in the United Kingdom were repurchasal 
by the Canadian Government0 Further reductions in British holdings of Canadian 
securities have arisen from other redemptions of securities and private ropurchases 
of securities by Canadians through the security markets o  The result of these of-
ficial, and private repatriations is that British holdings of Canadian Government 
securities are now limited to relatively small amounts of provincial and municipal 
issues in addition to the variety of Canadian corporation securities which are 
still held in the United Kingdom0 Changes in other BritIsh assets in Canada as, 
for instance, in British direct investments in subsidiary companies have been 
smaller0 The result of these wartime changes is that British holdings are now 
concentrated in holdings of equity aecurities r  rather than of bonds and deben-
three0 While the book value of these holdings is substantial, market prices pre-
vailing in recent years for some of the important holdings of stocks are much less 
than the book value0 

Another method of financing the British deficiency in Canada early in 
the war was through the accumulation of sterling balances by the Foreign Exchange 
Control Board 0  This method of financing was discontinued in 1942 with the approp-
riation of one billion dollars by the Canadian parliament as a Contribution to the 
Government of the United Kingdom. During the same year the major part of the ac-
cumulated sterling balances was converted into a loan of $700 million by the 
Canadian Government to the British Government0 By the end of 1944 the amount of 
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the loan outstanding was approximately $625 million, 

In contrast to the reduction in Canadian indebtedness to the United King-
dcsn has been an appreciable increase in Canadian indebtedness to the United States 
arising out of private capital movements, United States investments in Canada are 
now larger than before the war, whereas Canadian holdings of United States securi-
ties are smaller0 

The increased American investment in Canada has principally followed two 
courses, There has been a large increase in American portfolio hodings of Canadian 
bonds and debentures0 In each year since 1942 there have been heavy American pur-
chases of Canadian outstanding securities,, particularly government and government 
guaranteed bonds0 These have considerably exceeded the total of retirements during 
the war of Canadian bonds owned in the United States 0  The other principal channel 
of investment has been the growth in value of American direct investment in branch 
and subsidiary companies in Canada0 The major part of this increase in investments 
has been through the re"investment in Canada of the earnings from the Canadian plants. 

At the same time Canadian holdings of United States securities are much 
lower now than at the beginning of the war0 There has been a steady liquidation of 
holdings arising from sales in American security markets by private investors, Most 
of these sales are sales of conmion and preference stock of United States companies. 
These changes in Canadas assets and liabilitiea via-a'vis the United States have 
combined to increase appreciably the balance of Canadian longterm indebtedness to 
the United States 0  

Basis of Valuations 

It is important to note the basis of valuation emp1iyed in arriving at 
the statistics of British and foreign investment in Canada for no basis of vaula-
tion is ideal for all purposes,, In the case of bonds and debentures par values ex-
pressed in Canadian dollars are shown issues based in sterling or United States 
dollars being converted at the par of exchange. These values a more representative 
of the capital invested than are market values,, In the case of stocks and other in-
vestments in corporations the book values refleting on the balance sheets of the 
Canadian companies are shown. This provides a more stable basis of valuations than 
do market values 0  In fact over a wide range of investments, particularly in the 
field of direct investments there is no market value available0 The book value of 
stocks furthermore reflects the investment or dis-'investment of current earnings in 
Canada. The va:Luation bases employed are, therefore, not indicative of the liquida-
tion value of the investments0 

A calculation of the market values of stocks lIsted on the Canadian stock 
exchange shows when compared with book values, that the market value of United 
States holdings is much greater than the book value for the same group of stocks. 
Exactly the reverse appears when the lower value of British holdings of stocks are 
compared with book values 0  In the case of British investments, market values in 
recent years have been muih lower than the book values, mainly because of the pre-
dominance of holdings in railway stocks,, In the case of bond issues market values 
would show considerably higher amounts than the par values in the case of nu.ny 
issues, particularly issues payable in United States dollars because of the pre 
mium on this currency at the end of 1939. Sterling issues on the other hand would 
have a lower value if calculated in Canadian dollars at the official rate of ex-
change at the end of 1939, 

Canadian investments abroad have been calculated in terms of Canadian 
dollars at market rates of exchange because of the necessity of expressing such a 
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variety of investments in coiion terma0 While the market values of Canadian hold-
ings of United States stocks at the end of 1939 were not widely different from the 
book valuos as shown on the balance sheets of the principal American companies whose 
stocks are held in Canada 0  there would be a wider difference between the market value 
of many of the Latin American and European bonds held and the par value at which 
these issues are shown0 Market values of this group of issues in the aggregate have 
been very considerably depreciated for a period of years0 

Canadian Investments in British 
and Foreign Sboks and Bonds 

Canadian diret and portfolio investments abroad totalled *1,340 million 
in 1939 The major part of this total $898 million, represents investhnts in the 
United States, while investments in the United Kingdom were $74 million, in other 
npire countries $76 mIllion 9  and in other foreign countries $292 million. These 

figures exclude the ir:estments abroad of Canadian insurance companies and b anks 
and official assets such as cash balances gold and intergovernmental orodits. Also 
excluded are relatively small amounts of miscellaneous investments such as, real 
estate, mortgagee 0  etc which are not represented by securities and which are dif-
ficult to evaluate0 

Direct iniestments 0  anounLig to $621 million, made up almost half of the 
total0 The largest part of these $39r million, was in the United States and a large 
part of the remainder s  $129 million, was in other foreign countries. It should be 
noted that some of these direct irivstments abroad are investments by Qanadian com-
panies in which there are varying degrees of nonresident interest 0  The amount of 
the direct investments in which there is a clear Canadian beneficial ownership would 
be considerably less than the total of all direct investments of Canadian companies. 

Portfolio investments In foreign securities valued at $719 million at the 
end of 1939 are divided between $51:. million of stocks and $208 million of bonds, 
the stocks being valued at book values and the bonds at par value0 Thile the market 
value of most of the stocks had about the same aggregate value in 1939 as the book 
value 0  the market value of many of the holdings of bonds was considerably less than 
the par value 0  The figures shcrwn f or both stocks and bonds are the Canadian dollar 
equivalents of the value in United States dollars or other foreign urrenoies con-
verted at current exchange rates 0  Pertfolie investments in the United States a-
mounted to *501 million 0  in the United Kingdom $43 million, in other Empire count-
ries $22 million, and in other foreign countries $153 million. 

The externa1 assets of Canadian banks and insurance companies have been 
excluded as these assets must be considered in relation to the external liabilities 
of these concerns arising from their position outside of Canada, Canadian insur-
ance companies have large holdings of British 0  United States and foreign securi-
ties but because of the fiduciary nature of the position the liabilities to the 
policy holders must be considered0 Total liabilities outside of Canada exceed 
t.tal assets outside of Canada0 This is possibLe because the assets underlying 
the reserve funds need not all be held in foreign securities. The relative dis-
tribution of assets and liabilities in some countries and currency areas is dif-
ferent from this however0 In the United State, for example, assets exoeed U-
abilities whereas in the United Kingdom and some other areas the reverse is the 
case0 The relative mobility and lLquidity of many of the assets make this possible. 
Because of this situation and the limited significance in the distribution of in-
surance assets by countries there have been no figures on insurance company invest-
ments shown in the table of estimated Canadian investments abroad0 
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STATISTICAL NOTES 

!rcharidise Trade 

Whii.e export and import statistics are the principal source used for this 
item they have been adjusted to bring them more into conformity with payments in the 
two currency areas into which the balance of payments statements are divided0 

During the period when data on international payments for war supplies 
through official channels were available these have been substituted for the value 
of goods exported0 Thus 5, in the years 1941 to 1944 British payments through of-
ficial channels for war supplies and food 9  and payments by the United States govern-
ment for war supplies and metals exported under the Hyde Park agreements have been 
entered as credits in the merchandise account rather than the value of the goods ex 
ported 0  Similarly D  in 1943 and 1944 the expenditures from the Mutual Aid Appropria-
tion on account of the various countries are refleoted rather than the corimiodities 
exported 0  Since war supplieS purchased by the British and United States governments 
have been shipped to various destinations this substitution of financial data on 
payments for the value of goods shipped has been a major adjustment necessary in the 
construction of balance of payments statements with the tw, ourrency areas for the 
years from 1941 to 1944o The figures in the merchandise item of the tables are ac-
cordingly indicative of International payments rather than of shipments of goods to 
the various countries and areas 0  Exports are also adjusted on account of wheat and 
other grain movements for storage 0  Adjustments have also been made for diversions 
of grain throughout the period 1926 to 1944 In the years from 1926 to 1930 these 
adjustments were particularly substantial when large amounts of wheat originally re-s 
corded as exported to the United Kingdom were eventually sold in Continental Europe0 
The adjustments made take the form of deductions from recorded exports to the United 
Kingdom and additions to recorded exports to other countries 0  Trade between Canada 
and Newfoundland has been excluded and shinents of merchandise on Canadian account 
such as equipment and supplies for the Canadian forces overseas, Red Cross supplies 
and private gifts have also been deducted from the exports as no foreign exchange 
accrues from these transactions 0  

Imports of merchandise int: Canada for the account of British or Allied 
Governments have also been deducted from the trade figures 0  These deductions cover 
such imports as goods which the British governmentS has shipped to Canada as part of 
its contribution to the Combined Air Training Organization and equipment and sup-
plies f or the R. A. F. Special Schools in Canada before thefr absorption into the 
Combined Organization0 Imports from the United States which have been deducted, are 
principally made up of aircraft aircra.ft engines and parts and other military equip-
ment, and materials for British or Allied organi.;atioiis in Canada which are not paid 
for by Canada 0  Imports are adjusted for warehousing and for over"valuation. In 1943 
and 1944 payments made on account by the Canadian government for military equipment 
and supplies purchased in the United States under the 'Canpay" procedure are reflected 
in the item of imports from the United States rather than the goods imported during 
the period0 Under this procedure certain goods wei purchased from the government of 
the United States through the Office of Lend Lease Administration for reasons of pro-
curenient and priority0 

As a result of these adjustments Q  the merchandise item is more representative 
of the international payments made between Canada and the various countries and areas 
shown, particularly during the wartime years 0  There is still, however, the possibil-
ity of divergencies between the time of payment and the time of import or export in 
the large volume of trade which continues to flow t.hrough private channels although 
some adjustment for these in the case of intraomparr transactions appears elsewhere 
in the balance of payments 
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Net Exports of Non-netary Gold 

This item is the value of "Net Exports of Non'4&rnetary Gold" as computed 
by the Bank of Canada and explained on page 152 of the September, 1939, Bank of 
Canada Statistical Summary0 The figures correspond roughly to the value of current 
production in Canada 0  The total net exports have been shown in the current account 
with the United States although in the prewar period, for instance, there were 
now exports of gold coin to overseas countries arising out of temporary market con-
ditions In which there was a premium on the price of foreign gold coins0 One reason 
for the procedure followed of showing all non-'monetary gold in the current account 
With the United States was to show a current account with the United Kingdom in these 
years which is more representative of the more normal commercial trade between Canada 
and the United Kingdom than is the case when exports of gold coin are included0 At 
the same time the United States has been the principal market for the world 0 s gold 
production. Then 0  too 9  as gold is interchangeable with United States dollars, gold 
along with holdings of United States dollars has constituted Canadau liquid reserve 
of convertible exchange during the war, hangee in which are entered in the capital 
account0 

Tourist ExDenditures 

Estimates of tourist expenditures have been greatly improved in recent 
years. Through the iooperation with the Dominion Bureau of Statistics of the 
Customs Division of the Department of National Revenue and the Immuigration Branch 
of the Department of Mines and Resources new methods of estimating tourist expendi-
tures, first intrduoed in 1940, have resulted in a greater volume of data than was 
formerly available 0  In 1941, a mcre extensive organ:L;ation of tourist statistics 
pro edure was undertaken. Progress was made 0  especiaily in the estimation of the 
expenditures of autmobi.e tourists A more uniformly classified count of the aut-
omobile traffic was obtained as a basic record of traffic In addition 0  larger and 
more representative samples of tourist expenditures were collected. In 1943, 82% 
of all the United States motorists entering Canada on a travellersm vehicle permit 
reported their total expenditures in Canada 0  At the same time, a sample of ap-
proximately 52% was obtained from short'term lca1 United States tourists crossIng 
into Canada 0  Virtually all of the expenditures of Canadian motorists in the United 
States were also covered by a sample which exceeded 97% of the total traffic 0  

The estimates of expenditures in the years 9264939 have been revised in 
the light of information aoumu1ated in recent years, whereas the estimates for 
1940'1944 directly reflect he new proedure developed in 19410 In the revision of 
the pre-war years the new data on expenditures accumulated during the war have been 
related tj the statia tis on the vo?me of traff i, before the war. Since this 
method has some arbitrary aspects the resulting estimates for the prewar years have 
not as substantial a basis as the estimates for later years 0  It is believed however, 
that they are fairy representative of the level of expenditures in the prewar years. 
The new estimates point to mu:.ih I.mer levels of expenditures in the pre'war years, 
partioular4 in the case of expendItures of United States travellers in Canada, than 
the estimates originally published. 

Interest and Dividends on Securjties 

This item is limited to Interest on bonds and debentures and dividends 
paid on stock 0  The earnings of externally owned concerns which are reinvested in 
Canada are not included0 Some remittances of incomno on investments other than 
securities, for whih data are available for the period from 1940 to 1944 for the 
first time, have been included in the item "All Other Current Transactionst1. 
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Estimates of these miscellaneous income items have been included in the latter item 
for the prewar years as well 0  

Revenue accruing to residents of enenr occupied and proscribed territory 
from investments in Canada, is entered as a debit in the interest and dividend item, 
and offset by a credit entry in the capital aCCOUnt:. 

Freight and Shippins  

This item includes estimates covering ocean shipping operations, freight 
paid to United States railways on imports, inland freight earned by Canadian trans-
portation companies carrying exports to the United States border or Canadian ocean 
ports, revenue received by Canada from intransit traffic, and payments for marine 
and war'risk insurance on goods imported into Canada from overseas, The accounts 
between the two currency areas have been adjusted to al1•w for the U. 2 dollar 
cost of prepaid freight on exports to the Sterling Area0 

Ocean shipping transactions includes freight paid to British or foreign 
ships on imports, expenditures abroad on account of Canadian ships,, payments by 
Canadian companies for the charter of British or foreign ships,, earnings of Cana-
dian ships on exports and on traffic between foreign ports,, revenue of Canadian 
companies from the charter of ships and expenditures in Canada on account of British 
and foreign ships0 

All Other Current Transactions 

This item includes government expenditures 0  a wide range of miscellaneous 
transactions mostly in the field of services, and some unusual transactions which 
have occurred during the war, and which are not readily classified in any other item, 
In comparisons of this item from one year to anothor its varied composition should 
be taken into consideration0 The treatment of some types of transactions also varies 
during the period, the net balance being entered in some years and the gross trans.. 
actions in others0 

Government expenditures are more important in the years 11941 1944 than in 
previous years and represent the bulk of the item in the account with Empire Count-
ries in these years0 The expenditures of the Dominion government in connection with 
the maintenance of the Canadian armed forces overseas is the most important part of 
the government expenditures among the debits, and the expenditures of the British 
government on air training and other wartime activities in Canada,, and the oxpondi 
tures of Australia and New Zealand on air training are the most important among the 
credit entries for government expenditures in the account with Empire Countries 0  
yments by the Canadian government for imports of goods and by the British or 

Allied governments for goods exported, are, of course, not included in this item as 
they are part of the item "Merchandise Trad&'0 Nor does this item include govern 
merit transactions belonging to the capital account such as offic:1 a. repatriations, 
changes in official balances and capital expenditures by the United Kingdom Govern.-
me nt0 

Also included are variable transactions such as 	balance of 
United States dollar receipts which, from 1941 to 1944, we'.'e heavier than usual 
chiefly owing to the expendi'ures f the United States Government on bases in New-a 
foundland. The expenditures of the United States Government on the Alaska Highway 
and other deve lopnents in Canada are also an Important s ourc of credits iniluded 
from 1942. to 1944, In 1943 these expenditures were so heavy that they became a 
dominant element in the credit Item, In 1944 an important part of other current 
debits in the account with the United States is made up of special payments to the 
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United States Treasury to cover the repurchase of air fields and telephone line and 
other settlements 0  

Among the miscellaneous transactions which have been consolidated into 
this item are personal and immigrant remittances, religious and benevolent remit-
tances 9  war funds and other private remittances to the armed forces overseas, motion 
picture and other royalties 9  earnings of Canadian residents employed in the United 
States and United States residents employed in Canada, commercial and financial 
services 9  telegraph and cable 9  professional, technical and management services, 
operating expenses of offices and agencies, and other sundry services, While these 
personal remittances and service transactions constituted the bulk of the item be-
fore the war they now represent a minor part due to the great expansion in govern-
ment expenditures on services mentioned above 0  

The item also includes miscellaneous remittances of income for which data 
first became available from sources developed in 19400 These remittances cover in-
terest on mortgages and loans, rents., crop share rentals, profits from speculation 
and certain types of business 9  inme received by Canadians from foreign estates 
and trusts, etc. Estimates of this miscellaneous income have been included for the 
pre'war years as wil0 

Balaning Item 

This is a balancing item between the current and capital accounts, and is 
a reflection of errors or omissions in the statements since in a perfect balance of 
payments statement., the net balances in the current account and the capital account 
would exactly offset one another0 In the years 1940 to 1944 this relationship exists 
in the accounts with the Empire and the NonEinpire as well as in the statement with 
all countries due to exchange .iontrol and the consequent existence of two distinct 
accounts 0  In statements for the years 1937 to 1939 this relationship only applies 
to the account with all countries since In the period before exchange control, 
balances in the account with sterling area countries were freely convertible into 
United States dollars0 
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1944 •e..s.,...a..csseuovsu.o 4,5 

Current Net Balance 
Expendi' on Current 
tures Account 

1538 * 127 
1643 10 
1,820 - 32 
1,957 - 311 
1634 337 
1146 174 

904 96 
831 2 
952 + 68 

1.020 + 125 
1486 + 244 
1413 + 180 
1,261 + 100 
1331 4- 126 
1627 d- 149 
1967 4- 491 
2,275 4- 1101 
2.858 + 1,206 
3 ,,539 	- 	-- 4- 9_9_7 
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CANADIAN BALANCE_OF INTETNATIONAL PAYMENTS 

Table I - Current Account Between Canada and All Countriei926'l944 

(Millions of Dollars) 

Table II — Geographical Distribution of the Balance on Current Account 
Between Canada and Other_Countries, 19261944  

Net Receipts or Credits 	( 4-);Netnts or Deb its  
(Millions of Dollars) 

Al]. UnitedC-) Other ( 2 ) united )  
Year Countries Kingdom. Overseas 

Countries States 

1926 + 	127 + 	58 + 300 231 
1927 ...,...... 10 19 + 257 — 248 
1928 . - 	32 21 + 338 349 
1929 ........... 311 — 	99 + 225 - 437 
1930 -. 	337 - 	106 + 113 — 344 
1931 •.ai.e.a.oa 174 54 + 	85 — 205 
1932 ..a.e....aa 96 " 	14 + 	86 168 
1933 -. 	2 + 	26 + 	85 113 
1934 ........ + 	68 + 	46 + 102 80 
1935 ,o.a..a..00 + 	125 + 	62 + 	92 29 
1936 + 	244 + 	122 + 123 1 
1937 ....., * 	180 * 	135 + 122 — 	77 
1938 ...,...... + 	100 + 	127 - 122 — 149 
1939 .......... + 	126 * 	137 4- 105 — 116 
1940 oa...asa.., 4- 	149 + 	343 + 	98 292 
1941 •..aaa..a.o 4- 	491 + 	734 + 	75 318 
1942 , + 1 1 101 + 1,223 + 	58 180 
1943 .......... + 1,206 * 1449 + 	76 19 
1944 .,........e + 	997 + 	748 + 234 + 	17 
(1)  Excluding wheat exports diverted tO other overseas countries, and - exports of 

gold. 
(2)  Including estimated wheat sold in European Countries 0  
(3)  Including all net exports of non'-monetary gold0 



CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 

Table III - Revised Estimates of Current Account Between Canada and All Countries 
(Millions of Dollars) 

1926 1927 1923_ 1929 1.30 1931 1932 1933 1934 1935 1936 

A. 	Current Credits with 
All Countries 
Merchandise exports 1,272 1,215 1 1 341 1,178 880 601 495 532 648 732 954 
Tourist and travel 

expenditures 152 163 177 198 180 153 114 89 106 117 142 
Interest & dividends 32 41 46 61 59 48 37 38 57 64 75 
Freight and shipping 96 97 96 92 70 54 38 44 52 68 80 
All other current credits 83 85 88 80 69 59 54 44 43 45 47 

Total as above 1,635 1,601 1,748 1,609 1,258 915 738 747 906 1,026 1,298 

Net exports of non- 
monetary gold 30 32 40 37 39 57 70 82 114 119 132 

Total Current Credits 1,665 1,633 1 1 788 1 1 646 1,297 972 808 829 1,020 1,145 1 1 430 

B. 	Current Debits with All 
(4 

Countries 
Merchandise imports 973 1,057 1,209 1 1 272 973 580 398 368 484 526 612 
Tourist and travel 
expenditures 99 100 98 108 92 71 49 44 50 64 75 

Interest & dividends 240 257 275 322 348 330 302 264 268 270 311 
Freight and shipping 105 109 116 130 103 79 66 66 79 82 97 
All other current debits 121 120 122 125 118 86 89 89 71 78 91  

Total Current Debits 1,538 1,643 1,820 1,957 1,634 1,146 904 831 952 1,020 1 1 186 

Net balance on Current Account 
Excluding all gold + 97 - 42 - 72 - 348 - 376 - 231 - 166 - 84 - 46 + 	6 + 112 
Inc1udin 	non_monetary z  

go1 +127 - 10 - 32 - 311 - 337 - 174 - 	96 - 	2 + 68 +125 + 244 
Monetary gold + 	1 - 	7 + 49 + 	37 - 	36 + 	33 + 	3 + 	6 - 	4 - 	2 
Including all gold +128 - 17 + 17 - 274 - 373 - 141 - 	95 + 	4 + 64 +123 + 244 



CANADI AN BALANCE OF I TR1TATIO NAL PAYMENTS 

Table IV - Estimated Current Account Between Canada and the United Kingdom, 1926-1936 

(Millions Df Dollars) 

1926 1927 1928 1929 1930 1931 1932 1933 1934 - - 1935 1936 

A. Credits with the United Kingdom 

Merchandise exports (adjusted) 	(2) 315 271 288 224 174 139 149 188 234 258 342 
Gold exports (1) (1) (63) (27) (16) (59) 
Tourist & Travel expenditures 8 10 9 9 8 8 7 5 7 7 8 
Interest and dividends 2 2 2 2 2 1 1 2 2 2 2 
Freight and shipping 15 10 11 8 7 9 5 8 11 21 23 
All other current credits 12 12 13 13 12 13 14 11 7 7 7 

Total Current Credits 352 305 323 256 203 170 176 214 261 295 382 
excluding gold 

B. 	Currcnt Debits with the United 
: .ngdom 

Merchandic imports (adjusted) 148 171 194 188 147 85 61 30 103 110 120 
Tourist & Travel expenditures 21 20 19 20 18 14 14 10 10 12 15 
Intcrest and dividends 97 101 100 113 115 102 91 72 75 76 84 
Freight and shipping 8 11 10 12 12 9 11 12 14 21 26 
All other current debits 20 21 21 22 17 14 13 14 13 14 15 

Total Current Debits 294 324 344 355 309 224 190 188 215 233 260 

Net Current Account Balance 
Excluding Gold 	+ 58 - 19 - 21 - 99 - 106 - 54 - 14 + 26 + 46 + 82 + 122 

(1) Exports of gold to the United Kingdom are omitted from total credits with the United Kingdom. 

(2) Excluding estimated wheat exports diverted to other overseas countries. 

CA 



CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 

TableV - Estimated_Current Account BetweenCanada and the United States, 1926-1936 
(Millions of Dollars) 

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 

A. 	Current Receipts from the 
United States 

Merchandise exports (adjusted) 476 489 507 519 397 254 169 177 226 285 369 
Net exports of non-monetary 

gold (1) 30 32 40 37 39 57 70 82 114 119 132 
Tourist expenditures 140 148 163 184 167 141 103 81 96 107 129 
Interest and dividends 12 16 20 30 30 25 18 17 20 24 31 
Freight and shipping 64 69 68 68 52 38 25 28 32 33 41 
All other current credits 65 67 69 61 51 41 37 30 33 35 36 

Total Current Credits 787 821 867 899 736 556 422 415 521 603 738 
Including All Non-monetary Gold 

B. 	Current Payments to the United 
States 

Merchandise imports (adjusted) 652 690 810 875 634 372 246 205 278 299 352 
Tourist expenditures 70 72 72 81 67 52 30 30 36 48 54 
Interest and dividends 138 151 169 202 225 221 205 188 189 190 222 

Freight and shipping 85 84 92 103 80 61 48 45 55 47 53 
All other current debits 73 72 73 75 74 55 61 60 43 48 58 

Total Current Debits 1 1 018 1 1069 1,216 1 2 336 1 1 080 761 590 528 601 632 739 

Net Current Account Deficit 
including all net exports 
of non-monetary gold 	- 231 - 248 - 349 - 437 - 344 - 205 - 168 - 113 - 80 - 29 	- 1 

(1) All exports of non-monetary gold are included in the account with the United States. 



CANADIAN BALANCE OF INTERNATIONAIJ ?AThIENTS 

TableVI - Current Ac count Bet'oen Canada_and Other Countries than the United Kingdorn and United States,_1026-1936 
(Millions of Dollars) 

1926 1927 1928 1929 1930 1931 193219331934 1935 1936 

A. Current_Creditswith Other Countries 

Merchandise exports (i) 
Tourist & travel expenditures 
Interest and dividends 
Freight and shipping 
All other current credits 

Total - Current Credits 

B. Current Debits with Other Countries 

Merchandise imports 
Tourist & travel expenditures 
Interest and dividends 
Freight and shipping 
All other current debits 

Total - Current Debits 

Net Credits on Current Account 

481 455 546 435 309 208 177 167 188 189 243 
4 5 5 5 5 4 4 3 3 3 5 

18 23 24 29 27 22 18 19 35 38 42 
17 18 17 16 11 7 8 8 9 14 16 
6 6 6 6 6 5 3 3 3 3 4 

526 507 598 491 358 246 210 200 238 247 310 

173 196 205 209 192 123 91 83 103 117 140 	Cn 
8 8 7 7 7 5 5 4 4 4 6' 
5 5 6 7 8 7 6 4 4 4 5 

12 14 14 15 11 9 7 9 10 14 18 
28 27 28 28 27 17 15 15 15 16 18 

226 250 260 266 245 161 124 115 136 155 187 

+ 300 + 257 + 338 + 	225 + 113 + 85 + 86 + 85 + 102 + 92 + 123 

(1) Including estimated wheat sold in European countries. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 

Table VII Transactions Between Canada and Ailcountries, 1937-1944 
(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 	1943 1944 

A. CREDITS WITH ALL COUNTRIES 

Merchandise exports adjusted 
Net exports of non'monetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current credits 

Total Current Credits 

1,041 844 906 1 ) 202 1,732 
145 161 184 203 204 
166 149 149 104 111 
76 66 57 52 60 

112 95 102 138 185 
53 46 59 77 166 

1,593 1,361 1,457 1,776 2,458 

2,515 3,050 
184 142 
81 88 
67 59 

221 288 
308 437 

3,376 4,064 

3,583 
110 
111 
71 

316 
345 

4,536 

Special Gold Transactions(2 ) 
Capital Credits 

B. DEBITS - WITH ALL COUNTRIES 
Merchandise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current debits 

Total Current Debits 

- - 2 248- 23 
622 458 558 283 566 1,235 

776 649 713 1,006 1,264 1,406 
87 86 81 43 21 26 

302 307 306 313 286 270 
137 105 119 132 167 228 
111 114 112 133 229 345 

1,413 1 0 261 1 0331 1,627 1,967 2,275 

55 
689 

1,398 
58 

264 
244 

1,575 

3,539 

143 
677 

1,579 
36 

261 
294 
688 

2,858 

Special Gold ansacti ons( 2 ) 	- 	2 248 - 	23 	143 	55 
Capital Debits 	794 570 694 471 1,063 1,343 1,360 	746 
Billion Dollar Contribution 	- 	- 	- 	- 	- 	1,000 	- 
Mutual Aid 	- 	- 	- 	- 	- 	512 	936 

C. NET  BALANCES WITH ALL 
COUNTRIES 

Merchandise trade adjusted + 265 + 195 -F  193 + 196 + 468 +1,109 +1,471 +2,185 
Net exports of non-monetary gold + 145 + 161 + 184 + 203 + 204 't 	184 * 	142 + 	110 
Tourist and travel expenditures + 	79 + 	63 '- 68 + 61 + 90 d- 	55 d- 	52. * 	53 
Interest and dividends 226 241 - 249 - 261 226 203 - 	202 - 	193 
Freight and shipping -. 	25 10 - 17 + 6 + 18 - 	7 - 	6 + 	72 
All other current transactions 58 -68 - 53 -56 -63 - - 37 - 	251 -1,230 

Total Current Account + 180 + 100 + 126 * 149 * 491 *1,101 #1,206 f 	997 

Special Gold Trans actions(2 ) - - - - 
Capital Ao3ounts -, 172 - 112 - 136 - 188 - 497 - 	108 683 - 	57 
Billion Dollar Contribution - - - - - 1000 - - 
Mutual Aid - - - - - - - 	512 - 	936 
Balancing itein() 8 +12 + 10 *39 + 6 * 	7 11 4 

180 - 100 - 126 - 149 491 .1,109 4,206 - 	997 

(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically. 

(2) This represents gold or United States dollars received from the United Kingdom 
in part settlement of her deficiency with Canada, and used in turn to settle 
part of Canadats deficiency with the United States. 
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CANADIAN BALANCE OF INTERNATIONAL PAY!S 

Table VIII Transactions Between Canada and Lm2ire Countries 0  1937=1944 
(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 
A0 CREDITS - WITH EMPIRE COUNTRIES -  - 
Merchandise exports adjusted 495 442 46 699 1090 1541 1,763 1 9 970 
Tourist and travel expenditures 12 10 9 6 5 2 1 2 
Interest and dividends 1 5 5 3 5 7 5 9 
Freight and shipping 45 43 45 76 119 127 148 169 
War Services 20 74 130 128 128 
All other current credits 8 

____8 
9 18 22 19 21 29 

Total Current Credits 565 508 502 822 1 9521 1 9826 2066 2507 

Capital Credits 

B. DEBITS WITH EMPIRE COUIITRIES 

Merchandise imports adjusted 
Tourist and travel expenditures 
Interest and dividende 
Freight and shipping 
Canadian Overseas expenditures 
AL. other current debits 

Total Current Debits 
Special Gold Transactions (2 ) 
Capital Debits 
Billion Dollar Contribution 
atual Aid 

118 102 97 116 181 884 20 148 

235 184 177 236 279 226 200 196 
18 17 13 3 5 2 2 2 
87 83 80 76 68 51 52 56 
47 34 39 36 36 49 47 55 

29 97 191 499 1085 
19 19 17 23 - 	33 38 50 

406 337 326 403 516 557 850 1 9428 
2 248 23 143 55 

142 155 180 330 990 1129 586 144 
- 1,000 - - 
- - 503 854 

CoNET BALANCES WITH EMPIRE 
COUNTRIES 

Merhandise trade adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 

Total Current Account 

+ 258 + 258 + 259 + 463 * 819 +1315 +1,,563 +1 9 774 
6 7 4* 3 - 	1- 	_ 

80 78 -- 75 73 	63 -. 44 	47 = 	47 
- 	2 + 9 * 4 * 40 + 	83 * 78 * 	101 * 	136 

11 11' 8 14' 	34 80 	400= 	984 
+ 159 + 171 * 176 + 419 * 805 +269 *216 * 879 

Special Gold Transactions (2)  2 248 23 	143 55 
Capital Account 24 	53 	83 214 809 - 	245 	566 + 2 
Billion Dollar Contribution - - - 	•-lOOO 	- 
itual Aid - - 	503 834 

Balaniing it() ( 	(L) 	() 	+ 43 + 	4 	1 	5 * 8 -- 

419 805 	' .,,26 8!9 

(.) This balancing item reflects possible errors and the omission of ccain factors 
which cannot be measured statistically 0  In the statements of t.ani* felons with 
npire Countries and with Non=npire Countries it reflects imitL.ateral settle" 

mants in the period before exchange control0 

(2) This represents gold and United States dollars received from the United Kingdn 
in part settlement of her deficiency with Canada 9  and used in turn to settle 
part of Canadas deficiency with the United States0 
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CAflAD IAN SALA1E OF INTERNATIONAL PAYIRENTS 

Table IX Current Transa tion_Between Canada and the United Kthgçlom, 1937-1944 

(Uillions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 

A. CURRENT CREDITS 	WITH TI 
UNITED KINGDOM 

rohandi, exports adJusted 385 537 332 542 914 1,424 1 0 638 1,796 
Tourist and travel expenditures 12. 8 7 5 2 2 1 2 
Interest and dividends 2 2 2 2 4 5 4 8 
Freight and shipping 38 34 34 60 110 114 128 139 
All other current credits 8 8 9 27 65 112 120 118 

Total Current Credits 

B. CURRENT DEBITS - WITH TI 
UNITED KINGDOM 

rchandise imports adjusted 
Tourist and Travel expenditures 
Interest and dividends 
Freight and shipping 
All other current debits 

Total Current Debits 

Ca NET CURRENT BALANCES WITH 
THE UNITED KINGDOM 

444 389 384 636 1,093 1,657 1,889 2,063 

148 119 106 133 137 116 100 94 
16 15 11 2 2 2 2 2 
85 81 78 74 66 50 51 55 
43 30 36 32 28 41 40 28 
17 17 16 52 126 225 547 1 8 138 

309 262 247 293 359 434 740 

-* 

1,317 

1vrchandise trade adjusted 	•+ 237 + 218 + 226 + 409 + 777 *1,308 +1,536 +1,702 
Tourist and travel expenditures 5 - 7 4 + 3 
Interest and dividends 	 . 83 - 79 . 76 - 72 - 62 - 	45 - 	47 - 	47 

Freight and shipping 5 + 4 2 + 28 .+ 82 + 	73 .+ 	88 • 	111 
All other current transactions 	- 9 9 - 7 - 25 - 63 - 	113 - 	427 -1,020 

Total Current Account 	+ 135 + 127 + 137 + 343 + 734 +1 0 223 +1,149 + 746 
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CANADIA!J BALANCE OF INTERNATIONAL PAY1AETS 

Table X Current Transactions Between Canada and Other Rnpire Countries, 1937-1944 

(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 

A. CURRENT CREDITS WITH 
OTHER EMPIRE COUNTRIES 

rohandise exports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current credits 

Total Current Credits 

B. CURRENT DEBITS WITH 
OTHER EMPIRE COUNTRIES 

}rchandise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current debits 

Total Current Debits 

C. NET CURRENT BALANCES WITH 
OTHER EMPIRE COUNTRIES 

1rchandise trade adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 

Total Current A000ut 

108 105 104 157 184 117 127 174 
1 2 2 1 1 (1) (1) (1) 
5 3 3 1 1 2 1 1 
7 9 9 16 9 13 20 30 

(1) (i) (1) 11 33 37 29 39 

121 119 118 186 228 169 177 244 

87 65 71 103 142 110 100 102 
2 2 2 1 1 (1) (1) (1) 
2 2 2 2 2 1 1 1 
4 4 3 4 8 8 7 5 
2 2 1 (1) 4 4 2 3 

97 75 79 110 157 123 110 111 

+ 	21 + 40 + 33 + 54 + 4 + 7 + 27 + 72 
- 	1 0 

+ 	3+ 1+ 1- 1- 1+ 1 - 

+ 	3+ 5+ 6+ 12+ 1+ 5+ 13+ 25 
- 	2- 2- 1+11+29*33* 27* 36 

+ 24 + 44 + 39 + 76 + 71 + 46 + 67 + 133 

(i) Less than $5009000 
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CANADIAN BALANCE OF INTERNATIONAL PAY1ENTS 

Table XI = Transactions Be$,veen Canada and Nonc=Empire Countries 1937=19440 
(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 
Ao CREDITS - WITH NON-'E!9PIRE 

COUNTRIES 
!rchandise exports adjusted 
Net exports of noncinonetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All otr current credits 
Total Current Credits 

Special Gold Transactions (2) 
Capital Credits 

B0 DEBITS WITH NON..'EMPIRE 
COtJNTR IES 

?r.handise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current debits 

Total Curr-nt Debits 
Capital Debits 
&itua1 Aid 

548 402 470 503 634 974 1 9 287 1,613 
145 161 184 203 204 184 142 110 
154 139 140 98 108 79 87 109 
69 61 52 49 55 60 54 62 
67 52 59 62 66 94 140 147 

- 45 - 38 - 50 - 39 70 159 288 188 
1 9 028 853 955 954 1i37 1,550 1,998 2 0 229 

- 2 248 23 143 55 
504 356 461 167 385 351 657 543 

541 465 536 770 985 1,180 1,379 1 0 202 
69 69 68 40 18 24 34 56 

215 224 226 237 218 219 209 208 
90 71 80 96 131 179 247 211 
92 95 95 .81 . 	99 116 .139 .434 

1,007 924 1 9 005 1 9 224 1,45. 1 9 718 2,008 2 9 111 
652 415 514 141 73 214 774 602 

9 102 

Co NET BALANCES WITH NON-EMPIRE 
COUNTRIES 

!handiss trade adjusted 
Net exports of non'-'monetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 
Total Current Account 

+ 	7= 63- 66=267=351=206= 92 +411 
+ 145 + 161 + 184 + 203 + 204 + 184 + 142 + 110 
+ 	85+ 70+ 72+ 58+ 190+ 55+ 55 + 	53 

146 163- 174= 188= 163= 159 	' 155 146 
23 19 21 34 65 85 107 = 	64 
47 . 57 45 42 29 .+ 43 .+ 149 246 

- .21 	.71 	50 - 270 	314 - 168 	10 + 118 
Special Guld Transactions(2) + 	2 * 248 + 	23 + 1.43 + 	55 
Capital Account 148 	59 	53 + 	26 + 312 + 137 	' 11.7 59 
M.xtua.'. Aid - - - 	' 	9 102 
Baianing itern(1) W 	() 	 (i) 4 + 	2 + 	8 	7 12_ 

+ 270 + 314 * 168 + 	10 t 118 

(I) This balancing item reflects possible. errors and the omission of certain factors 
which cannot be measured statistically 0  In the statements of transactions with 
Empire Countries and with Non-Empire Countries it reflects multilateral settle-
ment6 in the period before exchange control, 

(2) This represents gold and United States dollars received from the United Kingdom 
in part settlement of her deficiency with Canada 9  and used in turn to settle 
part of Cazadas deficiency with the United States. 



- 72132128-278 
+ 145 + 161 + 184 + 203 
+ 84 + 68 + 70 + 58 

180 - 193 - 193 - 204 
23- 16- 15- 29 

- 31- 37- 34- 42 

- 344 
+ 204 
* 89 
- 175 
- 67 

- 25 

-2O5.- 87 +331 
+ 184 + 142 + 110 
+ 55 * 53 't 53 
- 172 - 171 - 161 
- 87-110- 71 

+ 45 + 154 - 245 
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CANADIAN BALANCE OF INTERNATIONAL PAYNTS 

Table XII Current Transactions Between Canada and thd United States, 19371944 

(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 

A. CREDITS WITH TNE UNITED STATES 

?rchandise exports adjusted 391 268 344 424 566 911 1,224 1,444 
Net exports of non.monetary gold 145 161 184 203 204 184 142 110 

Tourist and travel expenditures 149 134 137 98 107 79 87 109 
Interest and dividends 31 25 27 29 39 43 54 42 
Freight and shipping 45 39 46 49 64 92 137 140 

All other current credits 42 36 42 31 65 152 274 176 

Total Current Credits 803 663 780 834 1,045 1,461 1,898 2,021 

B0 DEBITS - WITH TNE UNITED STATES 

rohandise imports adjusted 463 400 472 702 910 1 0 116 1,311 1,113 
Tourist and travel expenditures 65 66 67 40 18 24 34 56 
Interest and dividends 211 218 220 233 214 215 205 203 

Freight and shIpping 68 55 61 7R 131 179 247 211 

All other current debits 73 73 76 75 90 107 120 421(1) 

Total Current Debits 880 812 896 1 9 126 1,363 1,641 1,917 2 9 004 

C0 NET BALANCES - WITH TNE 
UNITED STATES 

rchandise trade adjusted 
Net exports of non-monetary gold 
Tourist and travel expendithres 
Interest and dividends 
Freight and shipping 

All other current transactions 

Total Current Account - 	 19+ 17 

(1) Includes $280 million special payments to U. S. Treasury. 
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CANADIAN_BALANCE OF INTERNATIONAL PAYNTF 

Table u:cI Current Transactions Between Canada and Other Foreign Countriea, 
1937'1944 

(Millions of Canadian Dollars) 

1937 1938 1939 1940 1941 1942 1943 1944 

A. CREDITS WITH OTHER 
FOREIGN COUNTRLES 

Merchandise exports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current credits 

Total Current Credits 

157 134 126 79 68 63 63 169 
5 5 3 (1) 1 (1) (1) (1) 

38 36 25 20 16 17 20 20 
22 13 13 13 2 2 3 7 

3 2 8 8 5 7 14 12 

225 190 175 120 92 89 100 208 

B. DEBITS WITH OTHER 
FOREIGN COUNTRIES 

Total Current Debits 

lrohandise imports adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other øurrent debits 

78 65 54 68 75 64 68 89 
4 3 1 (1) (1) (1) (1) (1) 
4 6 6 4 4 4 4 5 

22 16 19 18 (2) (2) (2) (2) 
19 22 19 8 9 9 19 13 

127 112 109 98 88 77 91 107 

C. NET  BALANCES WITH OTHER 
FOREIGN COUNTRIES 

Merohandise trade adjusted 79 + 	59 + 	52 + 11 7 1 5 + 	80 
Tourist and travel expenditures + 1 + 	2 + 	2 - + 1 
Interest and dividends 	+ 34 + 	30 + 	19 + 16 + 12 + 13 + 16 + 	15 
Freight and shipping 3 6 5 + 2 + 2 * 	3 + 	7 
All other current transactions 16 20 U. 4 - 2 - 	5 - 	1 

Total Current Acourit 	+ 98 + 	78 + 	66 + 22 + 4 + 12 + 	9 + 101 

(1) Less than $500 9000 

(2) Ini1uded in amount shown for Thiitod States 
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TIMATED CANADIAN BALANCE OF INTERNATIONAL PAYI&ENr3 

Table XIV Preliminar,r Statement, 1944 

(Millions of Canadian Dollars) 

Credits 
	

Debits 
	

Net 

A. Canada and All Countries 

Current Account 

Merchandise trade adjusted 
Net exports of nonmonetary gold 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
All other current transactions 

Totals Current Account 

Special U. S. Dollar transactions (2 ) 
Capital Movements 
Mutual Aid 
Balancing Item' 1  

	

3, 583 
	

1,398 
	

+ 2,185 

	

110 
	

+ 110 

	

111 
	

58 	.+ 	53 

	

71 
	

264 	- 193 

	

36 
	

244 
	* 	72 

	

345 
	

1,575 	- - 1,230 

	

49 536 
	

3,539 
	

+ 997 

	

55 
	

55 

	

689 
	

746 	- 	57 

	

936 	- 936 

	

4 
	

4 

5D 28° 
	5,280 

B. Canada and Puire  Countries 

Current Account 

Merchandise trade adjusted 
Tourist and travel expenditures 
Interest and dividends 
Freight and shipping 
War Services 
Other current transactions 

Totals Current Account 
United Kingdom 
Other Mnpire Countries 

All Empire Countries 

2 
9 

169 
128 

29 

2 063 
244 

2 9 307 

196 
2 

56 
33 

J.D. 

56 

1,317 
111 

1,428 

+ 1,774 

- 	47 
+ 136 
.- 	957 
- 	27 

+ 746 
+ 133 

+ 879 

Special tJ S. Dollar transacti ons ( 2 ) 
Capital Movements 
Mutual Aid 	

(1) 
Balancing Item 

146 

8 

	

55 	- 	55 

	

144 	+ 	2 

	

834 	- 834 
+ 	8 

2 9 461 
	

2 9 461 

(1) This balancing item reflects possible errors and the omission of certain factors 
which cannot be measured statistically0 

(2) This represents United States dollars reâeived from the United Kingdom in part 
settlement of her deficiency with Canada. 



ESTIMATED CANAD IAN BALANCE OF INTER NAT IONAL PAYMENTS 

Table XIV - Preliminary Statement, 1944 - Concluded 

(Millions of Canadian Dollars) 

Credits 	Debits 	Net 

C. Canada and Non-Empire Countries 

Current Account 

Merchandise trade adjusted 1,613 1 0202 + 411 
Net exports of non-monetary gold 110 - + 110 
Tourist and travel expenditures 109 56 •* 53. 
Interest and dividends 62 208 - 146 
Freight and shipping 147 211 •- 64 
All other current transactions 188 434(3) - 246 

Totals - Current Acoount 
United States 2,021 2D004 + 17 
Other Foreign Countries 208 107 + 101 

All Non-Empire Countries 2,229 2,111 + 118 

Special U. S. Dollar tr ansactions(2 ) 55 - + 55 
Capital Movements 543 602 59 
Mutual Aid - 102 102 
Balancing item(1) - 12 12 

2 0 827 2,827 

(1) This balancing item reflects possible errors and the omission of 
certain factors which cannot be measured statistically. 

(2) This represents United States dollars received fiom the United Kingdcn 
in part settlement of her deficiency with Canada. 

(3) Including $280 million special payments to United States Treasury. 
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CANADIAN BALANCE OF INTERNAT IONAL PAYIENTS 

Table XV Capital Transactions Bei,reen Canada and &ipire Countries, 1939.1944 

(Millions of Canadian Dollars) 

	

1939 	1940 	1941 	1942 	1943 	1944 

,apita1 Credits 

Decrease in £ balances 	- 	818 	- 	4 
Other credits 
	

97 	116 	181 	66 	20 	142 

Total credits 
	

97 	116 	181 	884 	20 	146 

RtritLl 	ite 

Total debits as above 

Private trans actions 
Official transactions 
Repatriation of securities 
Repatriation of produotior 
Assets Fixed capital 

Working capital 

Increase in £ balances 

Special loan to United 
Kingdc 

Special payments 

105 	lii 74 59 71 83 

75 	137 188 296 4 2 

- - - 205 2 
- - -* 190 - 

- 	 82 728 - 

- - 700 - 

74 116 57 

180 	330 990 1,129 586 144 

Specia. Gold and United States 
Dollar Transactions 
	

2 	248 	- 	23 	143 	55 

Billion Dollar Contr.bution 	- 	- 	1,000 	- 	- 

tual Aid 	 - 	- 	503 	834 



CANADIAN BALANCE OF INTERNATIONAL PAYMErn'S 

Table XVI - Capital Transactions Between Canada and Non-Epire Countries 
(Millions of Dollars) 

1937 	1938 	1939 	1940 	1941 	1942 	1943 	1944 

New issues of Canadian securities 86 38 155 - 
_ 
(2) (2) 146 92 

Retirements of Canadian securities 140 79 13]. 41 31(2) - 25(2) 308 166 

Net new issues (+) or 
Net retirements (-) - 54 -41 + 24 - 41 - 31 - 	25 - 162 - 74 

Net Sales (+) or Net Purchases 
of Outstanding Securities 

Canadian securities - 18 +48 + 69 + 15 + 46 + 132 + 254 +183 
United States and Foreign - 	7 - 7 + 18 + 18 + 28 + 	24 + 	44 + 42 

Other Capital Movements and 
Adjusting Entries 

Credits 418(1) 277(1) 219(1) 134 311 195 213 226 
Debits 487(1) 336(1) 383(1) 100 42 189 466 436 

Gross Credits 504 356 461 167 385 351 657 543 

Gross Debits 652 415 514 141 73 214 774 602 

(1) Including offsetting security transactions amounting to 400 in 1937, 276 in 1938 and 203 in 1939. In the 
period of exchange control such transactions are omitted as purchases represent, in the main ., switches of 

securities. 

(2) Excluding refunding issues. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENIS 

Table XVII - )rohandise Trade Between Canada and Other Countries 1933' 1944. 

(Exclusive of gold and adjusted for balance of payments purposes) 

(Millions of Canadian Dollars) 

Empire 	- 	 Non-Emp ire 

CredIts from 	All 	United 	Other 	United 	Other 
- Exports 	Countries Total Kindom Countries Total States Countries 

1933 532 232 188 44 300 17 123 
1934 648 299 234 65 549 226 125 
1935 732 532 255 74 400 285 115 
1936 954 427 342 85 527 369 158 
1937 1,041 493 385 108 548 391 157 
1938 844 442 337 105 402 268 134 
1939 906 435 332 104 470 344 126 
1940 1202 699 542 157 503 424 79 
1941 1 0 752 1 9 098 914 184 634 566 68 
1942 2 9 515 1541 1,424' 117 974 911 '63 
1943 3,050 1,763 1,636 127 1,287 1224 63 
1944 3,583 1,970 1,796 174 1,613 1444 169 

Debits for 
Imports 

1933 368 114 80 34 254 205 49 
1934 484 146 103 43 338 278 60 
1935 526 166 110 56 360 299 61 
1936 612 185 120 65 427 352 75 
1937 776 235 148 87 541 463 78 
1938 649 184 119 65 465 400 65 
1939 713 177 106 71 536 472 64 
1940 1,006 236 133 103 770 702 68 
1941 1,264 279 137 142 985 910 75 
1942 1406 226 116 110 1480 1,116 64 
1943 1,,579 200 1-00 100 1379 1,311 68 
1944 1,398 196 94 102 1,202 1,113 89 

Net Credits (+) 
or Debits 	(-) 

1933 + 164 + 118 * 108 + 10 * 	46 28 * 74 
1934 + 164 + 153 + 131 + 22 * 	11 52 + 63 
1935 + 206 + 166 + 148 + 18 + 	40 - 	14 + 54 
1936 + 342 + 242 + 222 + 20 + 100 + 	17 + 83 
1937 + 265 + 258 + 237 + 21 + 	7 '- 	72 + 79 
1958 + 195 + 258 + 218 * 40 63' ' 	132 + 69 
1939 + 193 + 259 + 226 + 33 66 ' 	128 + 62 
1940 + 196 + 463 + 409 + 54 267 278 + 11 
1941 + 468 +819 * 777 * 42 ' 	351 344 '  7 
1942 *1,109 +1,315 +1 9 308 + 7 ' 	206 205 1 
1943 +1,471 +1,563 *1,536 + 27 92 87 5 
1944 *2,185 +1,774 +1,702 + 72 * 411 + 331 + 80 
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CANAIAN BALANCE OF INT!RTIONAL PAYMENTS 

Table XVIII -' Revised E5timate!_of Tourist Expenditures Between Canada 

and Other Countries 	33''3. 944 

(Millions of.Canadian Dollars) 
Credits 	Ex- npirO Non'Erapire  
penditures of - 
Foreign Tourists AU United Other(4 united Ctkr 
in Canada Countries Total Kingdom Countries Total States Countries 

1937 166 12 11 1 154 149 5 
1938 149 10 8 2 139 134 5 
1939 149 9 7 2 140 137 3 
1940 104 6 5 1 98 98 (2) 
1941 111 3 2 1 108 107 1 
1942 81 2 2 (2) 79 79 (2) 
1943 88 1 1 (2) 87 87 (2) 
1944 11. 2 2 (2) 109 109 (2) 

Debits ' Expen&' 
itures of Canadian 
Tourists Abroad 

1937 87 18 16 2 69 65 4 
1938 86 11 15 2 69 66 3 
1939 81 13 11 2 68 67 1 
1940 43 3 2 1 40 40 (2) 
1941 21 3 2 1 18 i8 (2) 
1942 26 2 2 (2) 24 24 (2) 
1943 36 2 2 (2) 34 34 (2) 
1944 58 2 2 (2) 56 56 (2) 

Net Credits (+) 
or Net Debits () 

1937 + L 9 6 - 5 1 + 85 + 84 + 1 
1938 + 63 7 7 + 70 + 68 + 2 
1939 + 68 -4 4 + 72 +70 +2 
1940 + 61 +3 +3 +58 +58 - 
1941 + 9 + 90 + 89 + '1 
1942 + 55 S  + 55 + 55 
1943 + 52 - 1 I + 53 + 53 
1944 + 53 - +53 +53 - 

(1) Excluding Newfoundland 

(2) Less than $500000. 
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CANAD IAN BALANCE OF INTER NAT I ONAL PAY1NTS 

Table XIX - Estimated Distributionof Interest and Dividend Payments and Receipts 

Between Canada and Other Countries, 19374944 

(Millions of Canadian Dollars) 

Credits - Receipts Nan-Empire - 
of Interest & Div- - 
idends from Inst- All tn4 4-e Other United Othér 
ments abroad Countries Total Kingdcn Countries Total State5 Countries 

1937 76 7 2 5 69 31 58 
1938 66 5 2 3 61 25 36 
1939 57 5 2 3 52 27 25 
1940 52 3 2 1 49 29 20 
1941 60 5 4 1 55 39 16 
1942 67 7 5 2 60 43 17 
1943 59 5 4 1 54 34 20 
1944 71 9 8 1 62 42 20 

Debits Payments 
Of Interest and 
Dividends to Non 
Residents 

1937 302 87 85 2 215 211 	4 
1938 307 83 81 2 224 218 	6 
1939 306 80 78 2 226 220 	6 
1940 313 76 74 2 237 233 	4 
1941 286 68 66 2 218 214 	4 
1942 270 51 50 1 219 215 	4 
1943 261 52 51 1 209 205 	4 
1944 264 56 55 1 208 203 	5 

Net Credits (+) 
or Debits 	(-) 

1937 226 - 80 - 83 + 3 - 146 • 180 + 34 
1938 '- 241 - 78 - 79 + 1 '- 163 . 	193 • 30 
1939 '- 249 '- 75 - 76 + 1 - 174 193 + 19 
1940 - 261 - 73 - 72 - 1 - 188 - 204 + 16 
1941 - 226 63 - 62 - 1 - 163 - 15 + 12 
1942 - 203 -. 44 - 45 * '1 '- 159 - 172 * 13' 
1943 - 202 - 47 - 47 - '- 155 - 171 t 16 
1944 - 193 - 47 47 - - 146 - 161 * 15 
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CANADIAN BALANCE OF INRNATIONAL PAYNT 

Table )OC 

BRITISH AND FOREIGN CAPITAL INVESTED 1N CANADA 

As at December 31, Representative Years, 1926-1939 

Classification by Types of Inves1nent 

A. Total Non-Resident Inv-esbnent in Canada 
(Millions of Dollars) 

Typesof Investment 

Goverrmient Securities 

Dominion 
Provincial 
Municipal 

Total 

Public TYiilitie5 

Railways 
Other 

Total 

Manufacturing 

Mining and Smelting 

Merchanding 

Financial Institutions 

1926 1950 1953 1939 

6380 5820 7519 82400 

4216 5920 571 0 7 536.0 
3741 43195 394.4 312.0 

1,433.7 1 2 705.8 1,718.0 1 0672.0 

1,93864 
394,5 

2,24403 
633,4 

2 0 24407 
625.4 

3,905.6 
58.0 

2,332.9 2 0 877,.7 2 0870.1 2,493.6 

1,198.3 1,573.0 1,421.6 1,445.2 

219.1 334.1 338.5 329.1 

149.8 202.9 19105 18993 

343.5 542,9 479.6 472.7 

Other Enterprises 65.2 82,4 75.2 69,0 

Miscellaneous Assets 260.0 295.0 270.0 255.0 

Total Investment 6,002 9 5 7,613.8 7,364.5 60925.9 
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CAND IAN BALANCE OF INTER NATIONAL PAYME NTS 

Table XXI 

BR ITISH AND FORE IGN CAPITAL INVESTED IN CANADA 

As at December 31, Representative Years, 19361939 

Classification by Types of Investment 

B. Investments held in the United Kingdom 

(Millions of Dollars) 

Types of Investment 	1926 	1930 	1933 	1939 

Government Securities 

Dominion 2501 23405 291.4 2250 
Provincial 726 693 742 580 

Municipal 187,0 182.1 143.9 125.0 
- 

Total 509,7 485,9 509,5 408,0 

Public Utilities 

Railways 
Other 

Total 

Manufacturing 

Mining and Smelting 

Mor cha.ndis ing 

Financial Institutions 

Other Enterprises 

Miscellaneous Assets 

1,371o0 1,3517 1,35368 1,2503 
96,6 99,7 87,7 89,3 

- ---a  

1,467,6 1 9 451.4 1,441,5 1,339,6 

234,4 274.7 236,3 257,3 

509 73.8 72.1 

49.2 61,6 56.5 549 

175,5 242.7 213,0 220.9 

4.0 5.2 309 

145.0 171,0 150 9 0 120.0 

Total Investment 	2,636,3 	2,766.3 	2,682,8 	29465,9 
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CANADIAN BALANCE OF INTRNATI ONAL PAYMENTS 

Table DCCII 

BRITISH AND PEIGN CAPITAL ITED IN CANADA 

As at December 31 9  Representative Years 9  19261939 

Classification by Types of Investment 

Co Investments held in the United States 

(Millions of Dollars) 

pee of Investment 

Government Securities 

Dominion 

Provincial 
Municipal 

Total 

1926 1930 1933 1939 

38169 4405 450,5 5870 
342.0 517..0 492.5 475O 
185.1 247.4 248.5 18110 

90910 12O4.9 1 9 19105 1 9 24100 

Public Utilities 

Ral lways 

Other 

Total 

51O4 
289.9 

8326 
521,7 

8003 1,354.3 

	

83009 
	

58863 

	

524.7 
	

470.7 

	

1 9 35506 
	

1 9059.0 

Manufacturing 952.9 1,286.3 1,172.3 1,159.9 

Mining and Smelting 165.2 255.3 260.4 2507 

Merchandising 985 137.3 131.0 129.4 

Financial Institutions 125.1 251.2 220.6 200.8 

Other Enterprises 6012 76.2 70.3 64.2 

Miscellaneous Assets 8510 94.0 9010 85.0 

Total Investment 	6 19603 	4,659.5 	4 949107 	40190.0 
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CANAD IAN BALANCE OF INTER NT IONAL PAY1AFNTS 

Table XXIII 

BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA ---- 

As at December 31 Representative Years 0  1926.4939 

Classification by Types of Investment 

D. Investments held in All Other Countries 
(Millions if Dollars) 

types of Investment 1926 1930 1933 1959 

Government Securities 

Dominion 6.0 7.0 10.0 12.0 
Provincial 7.0 6.0 S.0 5,0 

Municipal 2.0 2.0 2.0 6.0 

Total 15.0 15.0 17.0 23.0 

public Utilities 

Railways 57.0 60.0 60.0 67.0 

Other 8.0 12.0 13.0 28.0 

Total 65.0 72.0 73,0 9510 

Manufacturing 11.0 12.0 13.0 28.0 

Mininp and Smelting 3.0 5.0 6.0 17.0 

Merchandising 2.0 4.0 4,0 5.0 

Financial Institutions 43.0 49.0 46.0 51.0 

Other Enterprises 1.0 1.0 1110 1)0 

Miscellaneous Assets 30,0 30.0 30,0 5000 

Total Investment 170.0 1880 19010 270,0 
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CANADIAN BALANCE OF INTERN&TIONL PAY!.NTS 

Table XXTV 

Estimated British and Foreign CapitalInvested in Canada, by Types of Investment, 

Thoember 31 1939 

(Millions of Dollars) 

Estimated Distribution of C)tnership 	Total 
Inve tinerits 

United 	Other 	.med t- 
Type of Investment 	 British() 	tates(2 ) Countries side Canada 

Government Securities .  

Dominion 2554 5870 1200 824.0 
Pkoviricial 58.0 4730 .5.0 536.0 
Municipal 12510 1810 6.0 312.0 

Total 408O 12410 23.0 1 0672.0 

Public Utilities 

Railways 1,250.3 588.3 67.0 1,905.6 
Other 893 470.7 28.0 588.0 

Total 1,339.6 1,059.0 95.0 2 9 493.6 

Manufacturing 257.3 1,159.9 .810 1,445.2 

Mining and Smelting 61.4 250.7 17.0 329.3. 

!.rohandising 54.9 129.4 5.0 189,3 

Financial Institutions 2209 200.8 51.0 472.7 

Other Enterprises 3,8 64.2 1.0 69.0 

Miscellaneous Assets 120.0 85.0 50.0 255 10 

Total Investment 2 946509 4,190.0 270.0 6,925.9 

(1) 	(2) Includes some investments held by nominees in the United Kingdom 
and the United States for residents of other countries. 

N. B. - Common and preference stocks aro shown at book values as shown in 
the balance sheets of the issuing companies, bonds and debentures 
are valued at par, liabilities in foreign currencies being con-
verted into Canadian dollars at the par of exchange, 
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CANADIAN BALANCE OF uITNATIONAL PAYNENTS 
p 

Table XXV 

BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA, END OF_1931 
Classification by Countries of Origin and by Types of Security 

(MLllions of Dollars) 

- Distribution of Ownership 
Other 	TOtal 

Unjted 1 	United 	Fore ign 	Nonr.sid.nt 
ypes of Securitj State'' Ta K1flgdO' GOuntei invesn 

Bonds and Debentures 

Dominion 587 225 12 824 
Provincial 473 58 5 556 
!hinioipal 181 125 6 512 
Steaa Railways 454 781 29 1,244 
Other corporations 
controlled in Canada 173 80 32 285 
Other corporations 
controlled outside of Canada - 267 - 46 - 	14 321 

Total 2115 1 8515 78 5,508 

Catital Stock of Canadian Conrnanies 
Companies cont2-olled in Canada 354 660 91 1105 
Companies controlled in the 

United States 1 9 310 55 15 1,578 
Companies controlled in the 

United Kingdom 13 194 2 209 
Companies controlled in Other 

Foreign Countries _(3) (3) 19 19 	-- 

Total 1,677 909 125 2,711 

Other Corporation Assets 

Companies controlled in Canada 8 1 9 
Companies controlled in the 

United States 304 1 305 
Companies controlled in the 

United Kingdom 1 120 - 121 
Companies controlled in Other 

Foreign Countries - 17 17 	- 

Total 
	

313 	122 	17 	452 

Mi8 cell aneous Investments 

Real estate, mortgages, assets 
administered for non-residents, 
etc. 	 85 	120 	50 	- 255 

Total 	4,190 	2,466 	270 	6 0926 

(1)-(2) Includes some inveetsents held by nominees in the United Kingdom and - 

the United States for residents of other countries. 
(3) Less than $500,000. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 

Table XXVI Estimated Canadian Investments Abroad, 
December 31, 1939 

(Excluding invbiients of insurance companies 9  banks and government credits) 

(In Millions of Canadian Dollars) 

Direct Portfolio investments Total 
Location of Investment Investments Stocks Bonds Total Investment 

United States 397 380 121 501 898 

United Kingdom 31 22 21 43 74 

Other Empire Countries 54 7 15 22 76 

Other Foreign Countries 139 102 51 153 292 

Total 	621 	511 	208 	719 	1,340 

N0B 	Holdings of stock8 are at book values as shown in the books of 

issuing companies; and holdings of bonds are shown at par values. 

Foreign currencies were converted into Canadian dollars at 

current market rates 
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