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CANADTAN BALANCE OF INTERNATTOWAL PAYMENIC

Canade’s oxternal economic relations are revealed in outline by statements
of the Csanadian balance of intermational payments, The statements present, in a
statistical form, a summary of the commercial and financial transactions occurring
between Canada and other countries., They furnish, therefore, an overall view of the
external reiations of the Canadian economy just as national income studies provide
outlines of its whole structure. In an economy such as Canada’s where external
sources of inoome 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 econamy, the expemditurs of income outside of Canada, and
the resulting financial and exchange aspects. During the war transactions on external
account constituted an even larger proportion of the national income than formerly.
In the latter years of the war and in 1945, gross credits on current account amounted
to almost one-half of the national income compared with approximately one-third in the
period beflore the war,

~

GENERAL STRUCTURE OF THE BALANCE OF PAYMENTS

The Canadian balayce of payments before the war possesssd quite definite
outlines and characteristics. For some years net receipts from the excess of mere .
chandise exports over import trade with all countries, newly mined gold, and travel
expenditures exceeded the net external disbursements on interest and dividends
account and for freight and other services. The growing current account credit
balance with all countries in years immediately preceding the war was dependent,
however, to a considerable extent upon exparding gold production, The more signi-
ficant annual variations in the gross volume of current international transactions
and in the current account balances arise usually from fluctuations in merchandise
trade, Demand for Canadian exports varies widely from year to year, and Canadian
demand for imports is closely reiated to fluctuatic. 3 in the national income in
Canada. The large element of interest charges in the total payments on account of
interest and dividends makes for soms rigidity in payments on income account, and
possible fluctuations in the net balances from the tourist trade are moderated con-
siderably by the substantial volume of Canadian travel expenditures outside of
Canada, which usually fluctuate in the same direction as travel expenditures in
Canada. While these general outlines were retained during the war, there was a
great expansion in the net balance of credite on ourrent acoount as well as in the
volume of current transactions. Most of this occurred in the movements of com-
modities and in the growth of other war expenditures, There was a falling off in
credits from non-monetary gold apd from the tourist trade and also a decline in met
payments of dinterest and dividends.
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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, and chronic debit balances being customary in the account with the
United States, The main sources of the credit balance with the United Kingdom was
the large income whish Canada has had from exports of merchandise to the United
Kingdom., In-the years immediately before the war this was oustomarily much greater
than the total of ourrent payments made by Canada to the United Kingdom for mer-
chandise imports, shipping and other ocommercial and financing servioes and payments
of interest and dividends on Canadian investments owned in the United Kingdom. This
steriing income was, however, f'reely convertible before the war into United States
dollars or other curiencies for which Canadian demand exceeded the Canadian supply.
Because of this existence of free exchange markets, there was no problem of settling
the oredit balance with the United Kingdom such as has developed during the war,

The Canadian need for extermal income to meet payments in the United States and
certain other countriss 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 services.
While there is, in good years, a substantial income from Canadian exports to the
United States and from United States tourist expenditures in Canada, this along
with saies of newly mined gold was not sufficient in any year before the war to meset
the large payments for' goods and services purchased in the United States. This bi-
lateral disequilibrium in Canada’s accounts with the United Kingdom and the United
States increased greatly during the war, being influenced mainly by the dominant
movements of commodities created by wartime demands.

Canade s special interest in a system of multilateral settlements is ap-
parent frrom the structure of the Canadian balance of payments. Because of the
existence before the war of free exchange markets, which provided chamnels of in-
ternationsl settisment for the nations of the British Commonwealth and other overseas
gountrises with the United States, it was possible for there to be a considerable
amount of aisequiliibrium and “unbalance™ in Canada's current accounts with the United
Kingdom and the Unilted States withoubt any special problems of settling these balances
arising, Triangular settlements such as those arising from the unbalanced state of
the Canedian accounts with the United Kingdom and the United States were an integral
part of the network of internationali commerce which had grovm up over ' an extended
period. The system of multilateral settlements made it pbssible to settle balances
like those arising from Canada‘®s dealings with its principal trading partners. But
the war interrupted the operation of the system of multilateral settlements by creat-
ing conditions under which sterling was no longer freely convertible into United
States dollars. In addition, the current accounts of the belligerent countries be-
came distorted by wartime demands which produced greatly augmented current balances
for which new methods of settlsment had to be devised. In thoe case of Canada, the
new conditions produced problems with respect to the balances of payments with both
the sterling area and the non-sterling area and the situation made exchange control
necessary. Financial problems also developed arising out of the problem of the
British scarcity of Canadian dollars to pay for munitions, food and other commodi-
ties which were so urgently needed for the prosecution of the ware. Other exchange
and financial problems arose from the Canadian shortage of United States dollars to
pay for the capital equipment, materials and components required for war production.
These currency and financial problems arising out of the wartime developments are
discussed in later sections dealing with the balance of payments during the war, but
are also briefly presented in the following paragraph.
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The nature of these problems makesit now necessary to divide the Canadian
balance of payments into two separate sections, one showing transactions with the
sterling area, and the other showing transactions with the United States and other
countries with convertibility exchange. Because of the absence of the free con-
vartibility of sterling into United States dollars, the disequilibrium in these two
saparate accounts between Canade and other countries has had to be met by various
special means. The principal solutions of the wide disequilibrium in the account
with the United Kingdom and the sterling area have been of a financial character.
Arrangements were made between the govermments concerned for increasing the supply
of Canadian dollars available to the sterling area, and the direction of these
into official chammels. In the early years of the war, these methods were mainly
of a capital type, imvolving repatriations and the accumulation of sterling, whereas
later in the war when the disequilibrium widened %o its peak, the Billion Dollar
Contribution and Mutual Aid to the United Kingdom were the chief methods of financing
the British shortage of Canadian dollars, In the balance of payments with the United
States and the United States dollar area the initial adjustments to meet the Canadian
shortage of dollars were of an administrative character. The introduction of ex-
change control and the control of exports of capital from Canada provided a means of
conserving Canada’s limited supply of United States dollars for the more essential
purposes of the war. Similarly govermment restrictions were introduced in 1940
limiting Canadian expenditures in the United States for unessential travel and
civilian luxury commodities. As the dissquilibrium widened in Canada's current ac-
count with the United States, other measures directed towards expanding Canada’s
receipts of United States dollars were developed. The agreements entered into at
Hyde Park in the spring of 1941 led to large United States purchases of munitioms,
military equipment, ships and raw materials in Canada., These expenditures developed
rapidly after the United States entry into the war., Later during the war there were
exceptionally large Canadian current receipts from sales of grain to the United
States and United States government expenditures on defence i, Canada. Another
major source of United States cash arose from capital infiows ‘rom the United States
to Canada, Throughout the war there continued to be an appreciable liquidation of
Canadian holdings of United States securities and in 1942 there first appeared large
inflows of capital for the purchase by American investors of Canadian sscurities,
particularly bonds and debentures. These capital inflows continued to be unusually
heavy throughout the remainder of the war and contributed large amounts to the supply
of United States exchange, although Canada's external foreign liabilities increased
commensurably. There also were special receipts of gold and United Staths dollars
in partial settlement of the British deficiency in Canada.

DEVELOPMENTS IN 1945

While 1945 was a year of transition, the balance of payments for the year
as a whole retained some of the general outlines characteristic of the later war
years, The high level of economic activity had the effect of producing a record
total of credits in the current account, but smaller external government expenditures
on war account reduced current debits, As a result, the balance of credits on
current account rose to $1,719 million, the highest level for any year in Canada's
history. But, as the economic background following the end of the war was much dif-
ferent from that at the beginning of the year, some of the important changes occur-
ring during the ysar are not apparent from annual summaries of the balance of pay-
ments, Heavy international transactions in the earlier part of the ysar while the
war was continuing were instrumental in producing large annual totals, The volume
of international transactions was at a considerably lower level by the end of the
year than during the early part of the year, although it was st{1l very high comparsd
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even with earlier wartime years. Most of the decline accompanying the end of the
war occurred in transactions with the sterling area, transactions with the United
States being relatively stable during the year.

The increase in total current account credits in 1945 occurred in exporis
to overseas countries other than the United Kingdom. Exports to both the Unitad
States and the United Kingdom were less in 1945 than in 1944, which was the peak
year for both countries, Notable expansions occurred in exports to other Empire
countries and to foreign oountries overseas., The expansion in exports on account
of these foreign countries increased sharply to a mew record level as the result
of shipments under export credits, UNRRA and military relief., It should be noted
that while shipments to meny of these countries had also been heavy in 1944, the
oxports wars mainly on Rrltls™ seecwnt,

TRANSACTICONS WITH THE STERLING AREA 1945

The current account deficit of the sterling area in Canada in 1945 of
$1,220 million compares with $879 million in 1944, $1,216 million in 19483and
$1,269 million in i942. Most of the change in 1945 originated in the shavrp de-
cline in Canadian oversess expenditures in the sterling area as total credits
were slightly lower than in 1944. While the current balance with the sterling
area was comparable in size with the balance in the two earlier years, 1942 and
1943, the totals of both credits and debits were considerably higher in 1945,

Although total exports to the United Kingdom were lower than the peak
level in 1944, exports of food expanded to a mew record and exports of lumber and
wood products and misoesllaneous comodities remained close to the levels of the
previous year. Expenditures on account of munitions, including Mutual Aid, de-
clined sharply after the first quarter of the year following the end of the
European war and exports of non-ferrous metais were lower throughout the year
as British stooks and other sources of supply were used. Following the end of the
war, there was a considerable reduction in British expenditures on war services in
Canada, deolines ocourring in expenditures for most purposes. The main group of
sterling area expenditures to increase was exports to other Empire countries than
the United Kingdom. Unusually large exports on Indian account were an important
factor irl this increase. There was also a significant increase in British ex-
penditures on freight and shipping account, mainly reflecting larger earnings by
the growing fleet of Canadian-owned merchant vessels.

The British supply of Canadian dollars from the more normal sources such
as exports of merchandise to Canada and shipping services, and receipts of income
on investments in Canada remmined about the same in 1945 as in 1944, Canadian
imports from the United Kingdom, after deducting airoraft and other military equip-
ment returned by the Canadian services and imports on British account, were at
about the same level in both 1945 and 1944, Imports from other sterling area
countries were higher in 1945 than in 1944 whil.e payments for freight and other
services and interest and dividends to the United Kingdom were somewhut iess in the
aggregate, There wers notable gains in imports from British South Af'wice, Byitish
West Africa, Trinidad and Australia, while imports from Jamaica and the Barbados
were considerably lower,

The largest part of the sterling area current supply of Canadian dollars
was provided by the payments from the Canadian government to the United Kingdom for
the expenses of the Canadian forces overseas. These amounted to $696 million
compared with $1,085 million in 1944, the decline in expenditures accompanying the
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end of the war, expenditures in the first quarter of the year being about $235 mil-
lion and dropping down to $77 million in the fourth quarter. In the settlement of
war clairms by Caneda snd the United Kingdom in Murch, 1946 tuere was a settlement of
a1l outstending emounts owing betwesn the two countries on war accounts with the re-
agit tkat arrsarg.and ather wapadd accounts wars canssllasc.

Mutval Aid ®as agein the prioncipal asaus of Minascing the curreal aciount
deficiency of the sterling area in 194C. The amount of Mutual Aid to sterling area
countries was $8Z8 million. Of this §777 rillion wes for the United Kingdom &nd the
remaoinder was dictributed between Austraiisa, India, New Zeuland and the British West
Indies. 1In zddition, following the termination of Mutual Aid, there were interim
advances to the United Kingdom .in order to muintain the export of food zmounting to
about $164 millicn. There were zlso sdvances to India to cover the purchase of lo-
comotives and also some advences to Australia. Goods provided under Mutual Aic¢ or
financed through interim advences huave been included with other exporte in the ba-
lance of payments stetements and consequently are reflected in the current acccunt
balunces shown. Their inclusion unong current credits is off'set by debits of simi-
ler size entered in the special "Mutual Aid" item representing expenditures by the
Canadisn Mutusl Aid Board and by the item of capitui account covering "Interim Ad-
vances". The interim advances to the Unitea Kingdom and India were included in the
settlement ‘of* outstunding wur claims. between the United Kingdom and Canada in March,
1945. 'Specizl receipts of U. S. dollurs {wom the United Kingdom contributed #33
million to the financing of the current deficit in 1945, tnis being part of an ad-
justment in connection with the United States dollar cost to Canuda of Mutusl Aid
production for the Unitéd Kingdom. There wus also some financing from sterling erea
sources arising from & decline in British officizl balences in Cunada. There were
large repuyments on the $700 million lousn totalling $64 million during the year.
Canadian private repetristions of securities held in the sterling ares totalled
about $75 million, an smount which was considerably higuer thun private repatria-
tions in earlier yeers during the war. This emount was divided fairly evenly bet-
ween redemptions and repurchaces of outstanding issues.

TRANSACTICNS W1Tii TuE UNITED STATES, 19495

In the balance of payments with the United Stetes there wes aguin ar-smell
surplus on current account due to the continuztion of some of the ubnormul sources
of large receipts which hed been prominent also in 1944. Tne current surplus.of
28 million comperes with 25 million in 1844, the only other yeur in which this
unusual development hes occurred. There viere sherp declines in two of the ebnor-
mal sources of United Stutes expenditures in Canude, receipts from the sale of mu-
nitions and from the sale of gruin. But, there were smaller expenditures by the
Dominion government in the United States in 1945 then in 1944 when lurge special
payments to the United States Treasury amounting to $280 million on current se-
count were made. Receipts from the sale of munitions were in the neighbourhood of
4200 million in 1945 compared with considerably more than $300 million in 1944.
Receipts from the sale of greoin to the United States declined even more sharply,
being approximately $100 millien in 1945 compared with zbout $300 million in 1944.
Fxports of commodities to the United Stutes otiter tinan munitions and grain were
@ sligntly higher in the aggregate than in 1944, und more than double the level
of receipts from sll exports to the United States in 1929, higher prices as well
as larger volume contributing to some of the increase. United States government
expenditures on defence in Canada were much smaller than in the previous yeazr
when they had contributed a substantial amount to current receipts. Net exports
of non-monetary gold showed a further decline in 1945 only amounting to $96 mil-
lion, production being reduced because of manpower shortages.



The most outstanding gain in other receipts was from the expenditures of
American travellers in Canada. These increased very sharply from $117 million in
1944 %o $163 million in 1945, There were sharp increases in travel following the
end of the war in August and the tourist season continued later into the year than
normally, The level of expenditures reached was considerably more than during the
immediate prewar years and was only excesded by the peak levels of 1929 and 1930.
The balance of receipts on travel account, however, increased only moderately since
there was alse a sharp increase in expenditures of Canadian travellers in the United
States. The latter expenditures increased from $57 million in 1944 to $83 million,
an amount which was the highest on record. In the earlier year there were still
limitations upon expenditures by Canadians for pleasure travel inwolving U. S.
dollars although these had been modified during 1944, In May, 1945 there wersc
further relaxations in restrictions upon pleasure travel, Canadian residents being
permitted to obtain U. S. dollars for reasonable expenditures on travel for any
purpose in the United States and other dollar countries.

Canadian payments to the United States in 1945 for merchandise were
approximately the same as in 1944, although imports of merchandise from the United
States underwent many changes during, the year, While gross imports declined ap-
preciably, a lsrge part of this decline occurred in imports of goods which are not
purchased by Canada, Imports of lend-lease goods on United Kingdom account amd U,.S.
Government free issues of aircraft engines and equipment imported in connection with
aircraft being constructed for the United States declined sharply., As there were
larger payments for imports on Government account in 1945, imports through other
channels were somewhat less than in 1944. The reductions which did occur in Cana-
dian purchases were principally in the groups of iron and steel products and non-
ferrous metal products and coal, The sharp falling off in imports of these articles
required for war production was partly eoffset by larger imports of primary iron and
steel and other metal products for civilian purposes, Imports of other groups of
commodities like chemicals which had bteen swollen by wartime demande were changed
in compogition but were maintained by new civilian demands far exceeding the prewar
levels., Imports of consumer goods, mainly foods and textiles continued at the
abnormally high levels of recent years. Purchases of food were up, a mixture of
increased quantity and higher prices; and imports of textiles were maintained at
about the same level as in the previous year, the United States continuing %o be
the main source of imported cotton textiles. Freight and transportation costs

"originating mainly from the movement of imports to Canada continued %o deoline, but
still botalled $188 million. Among the factors influencing the decline were smaller
imports of coal, lower costs of ocean transportation and less use of uneconomic
routes, Payments of interest and dividends to investors in the United States de-
clined relatively moderately in the aggregate in 1945, Total dividends paid by
Canadian companies to residents of the United States were considerably lower than
in 1944, mainly because of reduced distributions by Canadian subsidiaries to
parent companies in the United States, while interest payable on Canadian bonds
and debentures held there increased during the year, as a result of the large
Anerican purchases of Canadian bonds in recent years.

TRANSACTIONS WITH OTHER FOREIGN COUNTRIES 1945

A very sharp increase which occurred in exports to other foreign countries
mainly resulted from the liberation of Burope and the heavy shipments in the latter
part of the year to the Continent financed by Mutual Aid, export credits, UNRRA,
military relief, and cash received from Buropean govermments. Total exports on the
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account of other foreign countries amounted to $567 million compared with $173 mil-
lion in 1944 and $134 million in 1938,

Exports to this group of countries dirsctly financed by Dominion govern-
ment expenditures totalled about $308 million. Mutual Aid to China, France and
Russia contributed $102 million of this, export credits $53 million, interim
advances to countries arranging for credits $52 million, military relief $67 mil-
lion and the Canadian contribution to UNRRA of $34 million. There were also
oxports purchased by UNRRA with free funds and substantial cash purchases by
European govermments, Commercial exports to other countries producing convertible
exchange increased substantially in 1945, amounting to approximately $129 million
compared with about $58 million in 1944, This private commercial trade was with
the Latin-American countries and some European countries and United States de~
pendencies. There were appreciable gains in exports to practically every country
included in this group. Imports from other foreign countries increased from
about $89 million in 1944 to $110 million in 1945, Increased imports were scattered
among such countries as Venezuela, Switzerland, Honduras, Spain, Fortugal, the USSR,
Bcuador and Cuba. There were some declines in imports from various other South amd
Central American countries and importe from European countries formerly occupied by
the enemy were of negligible size.

Canada'e export credit program under Part 2 of the Export Credits In-
surance Act is the principal method of ensuring a continued flow of Canadian com-
modities to overseas countries other than the United Kingdom during the transitional
period after the war. The total direct loans authorized by the Canadimn Parliament
under this section was raised in December, 1¢45 €to ¥*750 million in addition to the
guarantees which might be made up to $200 million. The funds advanced are to enabls
foreign governments to purchase Canadian produced goods required during the transi-
tional period when this is considered advisable for the purpose of developing and
facilitating Canadian trade between Canada and the borrowing country. By the end of
March, 1946 total loans of $502.,2 million had been extended to the countries shown
in Section (a) of the following statement., In addition, there were loans condition-
ally agreed upon of $142 million shown in Section (b), leaving $105 million of the
$750 million of potential credits unallocated.

LOANS UNDER THE EXPORT CREDITS INSURANCE ACT

(a) Loans extended as at March 31, 1946:

Belgium $ 25,000,000
China 60,000,000
Czechoslovakia 19,000,000
France 242,500,000
Ne therlands 125,000, 000
Netherlands East Indies 15,000,000
Norway 13,000,000
Union of Soviet Socialist Republics 3,000,000

$ 502,500,000

(b) Additional loans conditionally agreed upon:

Be lgium ' $ 75,000,000

Netherlands East Indies 50,000, 000

Norway 17,000,000

$ 142,000,000

(¢) Unallocated as of March 31, 1946: $ 105,500, 000

Total Credits to be Authorized $ 750,000, 00Q
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CAPITAL MOVEMENTS BETWEEN CANADA AND THE UNITED STATES DOLLAR AREA, 1945

Inflows of capital to Canada from the United States increased in 1945
even more than in the preceding three years of extraordinarily heavy inflows,
Most of the inflows again took the form of sales by Canadians of outstanding Cana-
dian and American securitiess The level in 1945 appears to have established a
record ‘for inflows of capital from sales of outstanding securities, The principai
development in the security trade between Canada and the United States during the
year was the very heavy American demand for Canadian domestic bonds, This demand
was concentrated in the periods from May to July and in November and December.
Provincial issues were again sold in substantial amounts but net sales of these
were somewhat less than in previous years. Sales of Dominion guaranteed issues
which had been especially heavy in 1942 and 1943 were smaller. American demand for
Canadian stocks was much greater in 1945, net sales rising sharply to about $36
million, whereas in 1944 purchases and sales in this trade were close to equilibrium.
A large part of the sales in the summer of 1945 was made up of railway stock.

While the total of Canadian issues redeemed in 1945 was about the same
size as in 1944, maturities were less and issues called for redemption were
greater, New issues of about $80 million sold in the United States in connection
with the refinancing of the major part of the called issues were about the sams
size as in 1944,

Other capital movements to Canada continued to be predominantly inwards.
Most of these receipts of capital took the form of increases in Canada's foreign
liabilities, there being substantial inflows for direct investments, loans and
advances and transfers into non-resident Canadian dollar accounts.,

Capital payments being subject to restrictions imposed by exchange
control continued to be for the most part for the redemption of securities or
other debts, Although certain other exports of capital were permitted in 1945
as in 1944, the total amount of such trensfers was relatively small, These trans-
fers were mainly in connection with the extension of Canadian business activities
outside of Canada. There were wery large debit entries in the capital account
reflecting the increase in official reserves of pgold and U, S. dollars of $606
million.

There were again special receipts of U, S. dollars from the United
Kingdom amounting to $33 million in connection with a settlement covering the
United States dollar cost of Mutual Aid to the United Kingdom. There was also
a substantinl total of receipts from exchange recoveries and adjustments arising
principally out of transactions with the sterling ares.

CAPITAL AND SPECIAL TRANSACTIONS ON GOVERNMENI ACCOUNT - 1945

Of special interest in 1945 was the extent to which govermment financing
entered into the movement of commodities from Canada, The accompanying statement
showing special and capital transactions on Ceanadian govermment account separate
from all other capital transactions reveals the importancs of this situation in
1945. Of the total exports from Canada amounting to $3,655 million, there were
$1,041 million which were financed by Mutual Aid and Canada's Contribution to
UNRRA and military relief, In addition, there was a further $314 million fin-
aneed by loans or advances from the Canadian govermnment or a total of §1,355
million directly financed in this way. Other govermment outlays arising out of
Canada's international transactions during the year arose from redemptions of
govermment and municipal securities of $65 million and an increase in the foreign
balances of the govermment having a Canadian dollar equivalent of $568 million.

.



-9

The larger part of this took place in the United Stutes aollar position of the
Foreign Exchange Control Board. As a result of these verious transactions, there
were gross debits on government account of & specisl and capitul choracter smounting
to 32,088 million during the year. Offsetting part of these were the repayments of
864 million received from the United Kingdom on the §$700 million loan of 194%, lea-
ving net government transactions of #:,024 miilion.

Foremost among ‘the other capilul movements during the year were security
tranasactions. These resulted in a net inflow of capitul of #2001 million apart from
the outflow connected with the retirement of government securities slready included
in the trensactions of government account. Most of tnese inflows of cupital were
from the United Stutes and were an importunt contrinuting fuctor to the increase
in Canada's liquid reserves of gold and U. S. dollars referred to uvbove. Other
capital movements were largely offsetting only amounting to debit entries of &7 mil-
iion on balance, lurge inflows irom the United Stutes and other foreign countries
being more than offset by aebit entries in the capitul sccount with the sterling
area. A grest vuriety of difterent transusctions are reflected by the latter {igures.
Important among the components are the changes in Canadisn dollar balances of non-
resident goveraments and indiviauwals and other ciiunges in sihort-term private position
not reflected in official reserves as well &s ¢ variely of private cupital trans-
actions not invelving securities.

ANALYSIS OF. SPECIAL AND CAPITAL TRANSACTIONS SHOWING CANADIAN GOVERNMENT
1TEMS SEPARATE FROM ALL OTHER CAPITAL TRANSACTIONS, 1945.
(Millions of Canadiun Dellars)

Sterling Foreign
__Total =~ Ares  Countries
L. Special Transsctions
Mutual Aid 940 8ib 102
UNRRA Contribution z ol %4
Military Relief 67 - 67 .
1. Sub-Total . 1,048 838 203
B. Cepitel Transactions
Export Credits 5% - 63
Interim advances to United Kingdom 164 164 -
Interim advances to other Countries 87 45 52
2. Sub-Total 314 209 7T
Total Direct Financing of Exports of :
Canadian Goods and Services (1 2) 1,865 1,047 308
Change in Dominion Government Balances 668 - i 667
Wet Retirements of Government Securities 65 50 15
Gross Debits on Government Account «,088 1,008 990
Repayments by United Kingdom on 124< Loen +64 194 -
Net Government Transuctions, Including
special transactions -2,024 -1,034 -990
All Other Security Transactions +501 =g $L28
Otlier Capital Movements - 7 -132 4125
Total Capital Transactions (1) ] ( -689 -250 -4%9)
Special Receipts of U. S. dollers from U.K. - - &8 #38

(1) Excludes Item 1 "Speciul Trunsactions" above.
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BALANCE OF PAYMENTS WITH THE UNITED KINGDOM AND STERLING AREA DURING THE WAR

During the war the greatly expanded demand for Canadian production became
the predominant influence upon the Canadian balance of payments. British and other
allied reguirements for munitions, food, raw materials and other goods and war services
were among the principal contributors to the great wartime development of productive
capacity and capital equipment in Canadae. The magnitude of the wartime movements of
commodities and the provision of services which entered Canada's international accounts
is strikingly revealed by the current account of the balance of payments between Canada
and the sterling area. During the six years, 1940 to 1945, gross credits in the current
account aggrepgated over $10,600 million. The value of commoditles exported on account
of the sterling area, both directly to the. sterling area and to other theatres of war as
well, totalling about $9,000 miiiion, made up the largest part of this aggrepate., Of
this about $7,900 million was on United Kingdom account. Freight and shipping services
and other wartime service activities were also immortant contributors, the former being
about $822 million and the latter approximately $561 millicn. linitions, military
equipment and ships made up the largest part of the commodity movement or over one-half
of the exports on United Kingdom account. GQreatly expanded food exports were the next
largest element in the total of cormmodities shipped on British account, representing
about 30 per cents Lumber and wood products constituted another important part of the
exports, being about 6 per cent and other industrial materials like non=-ferrous metals
constituted most of the remainder exported to the United Kingdom. Exports on account
of other sterling area countries made up more than $1,100 million of the total.

SUMMARY OF BALANCE OF PAYMENTS TRANSACTIONS BETWEEN CANADA AND THE S TERLING AREA,
1940 to 1945
(Millions of Canadian dollars)
Current Expenditurés on Account of the Sterling Area in Canada
Exports on United Kingdom Account (1)

Munitions and ships 4,228
Food 2250
Wood Products 479
Non=ferrous Mstals 654
Other Commodities 264
Total . Fae_
Exporte on Account of Other Sterling Area 175 10
Freight 822
War Services 561
Other Current Transactions L 0
Total Current Expenditures in Canada 10,608
Current Ppyments by Canada to the Sterling Area
Imports from the United Kingdom 680
Imports from other Sterling Area 670
Overseas Expenditures of Canadian Government 2
Interest and Dividend Payments 357
Preight and shipping 235
Other Current Transactions L AReE
Total Current Payments by Canada 4,800

Net Requirements of the Sterling Area for Financing Current Expenditures 5,808
Methods of Financing Gap im Current Account

Billion Dollar Contribution 1,000
Mutual Aid by Canada %o Sterling Area 2,175
Interim Advances by Canadian Govermment to United Kinpdom and India 206
Loan of $700 million to United Kinpdom in 1942 (net) 561
Official Repatriations of Securities by Canada 703
Private Repatriations of Securitiss by Canada 292
Sales of Gold and United States Dollars to Canada 504
Other Capital Movements (2) 367
Total Capital and Special Transactions 5, 508

These data reflect payments on account of the United Kingdom rather than’re-
cordsd commodity movements to the United Kingdom.

(2) Including exchange adjustments and errors and omissions,
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The current source of income in Canada available to the sterling area was
much less than the requirements for Canadian dollars indicated by the above totale,
Gross debits in Canada's current account with the sterling area aggregated about
$4,800 million, inecluding expenditures overseas on account of the Canadian forces
which amounted to $2,597 million. The other large source of Canadian dollars arose
from exports from the sterling area to Canada which amounted to about $1,350 million
during the period, apart from movements of aircraft and equipment to Canada for use
in the British Cormorvealth Air Training Plan. Payments of interest and dividends
by Canadian borrowers to British investors of $357 million made up the next larpgest
item in the account. British receipts from shipping services, commercial and fin-
ancial services, remittances and other current transactions with Canada made up the
residue of British receipts of approximately $500 million.

The credit balence in the current account indicates the size of the gap
which had to be met by Mutual Aid and other special wartime flinancial measures,.
The total current account between Canada and the sterling area shows a maximum
credit balance of $1,269 million in 1942 when goods and services financed by the
Billion Dollar Contribution to the United Kingdom are included. In 1943 the dis-
equilibrium was only slightly less with a credit balance of $1,216 showing, when
goods and services financed by Mutual Aid to the sterling area are included. The
rise in gross credits was more than offset in that year by increases in the British
supply of Canadian dollars arising mainly from larger Canadian overseas expenditures.
An even greater rise in overseas expenditures in 1944 %o their peak of $1,085 million
had the effect of reducing the credit balance in that year to $879 million even
though gross current credits had reached their peak of §$2,307 million, with the con-
centration of munitions payments in the invasion year. In 1945 gross credits were
only slightly less than in 1944, heavy shipments of food and other commodities tend-
ing to off'set the reduction in exports of munitions. But, as overseas expenditures
fell sharply after the end of the war, the balance of credits in the cwrrent account
returned to a level close to that in 1943 and 1944,

During the latter years of the war, the total value of goods and services
supplied by Canada to the United Kingdom increassed to four or five times the pre-
war amount, Most of the expansion occurred in the value of commodities shipped on
British account although increases in service transactions were proportionately
greater, Canadian production of munitions, military equipment and ships became the
largest part of Canadian production exported on United Kingdom account. These ship-
ments became particularly heavy from 1942 on, payments for munitions shipped on
British account rising to as much as $1,117 million in 1944, This represents about
three times as much as the value of all commodities exported annually to the United
Kingdom immediately before the war and is substantially greater than the value of
all commodities exported to overseas countries before the war. The Canadian ship-
ments of food to the United Kingdom also rose to exceptional heights. Expenditures
on food shipped on United Kingdom account in both 1944 and 1945 averaged close to
$500 million, This smount also is considerably greater than the value of all ex-
ports to the United Kingdom before the war, Other expansions in the value of ex-
ports were particularly notable in shipments of aluminum products which were greatly
expanded to meet wartime requirements, some of the expansion having bean [ inanced
by British capital assistance, Another industrial material essential for war pur-
poses was lumber, the shipment of which increased sharply. Other types of wood
products were also required in wartime Britain in much preater amounts than before
the war. Likewise Canadian ferro-alloys and steel showed notable increases over
the prewar levels, Some types of chemicals were also supplied by Canada.

Cne factor contributing to the very heavy movement of Canadian commodities
to the United Kingdom was the arrangement under whioh Canadian armies were equipped
and maintained in the United Kingdom and elsewhere. Some of the munitions and
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equipment going from Canada to the United Kingdom was later used by the Canadian
forces overseas. But, the financial settlements for these trunsuctions were separate
with the result that there were substantial British expenditures in Canada on equip-
ment which was later transferred to Canadian forces and the cost of which became an
element in Canadian settlements with the United Kingdom for the costs of maintaining
and equiping the overseas forces. Likewise some of the food and other commodities
shipped from Canada might have been later consumed by the Canadian forces, but these
also would represent another Canadian expenditure in the United Kingdom. This sit-
uation tended to increase the volume of financial settlements in both directions
between Canada and the United Kingdom during the war.

Among services provided by Canada for the United Kingdom were such
distinctly wartime activities as air training, munitions inspection, construction
and maintenance of naval bases, the provision of facilities for internment and the
many adninistrative activities required by the British in Canada in connection with
the prosecution of the war. The expenditures on war services in the latter years of
the war rose as high as $130 million in 1942 and remained at $128 million in 1945 and
1944. Another important rise in British expenditures in Canada rose from shipping

and the inland transportation of the huge volume of commodities being shipped overseas.

Inland transportation to the ocean ports made up a large part of this, amounting in
some years to approximately $60 million. Other expenditures by the British on trans-
portation included the expenditures in Canadian ports on the account of British ships.
Under wartime conditions these expenditures expanded very sharply. The number of
vessels required to move the commodities was very great and the ships tended to take
on more supplies in Canadian ports than has normally been the case in peacetime.
Repairs also were a substantjal item as well as port dues and other service expendi-
tures connected with shipping. While some of the more customary exchanges of services
declined sharply such as civilian travel, these declines were much more than displaced
by the emergence of the large wartime factors described above. The pattern of per-
sonal remittances was also greatly altered during the latter years of the war; with
large numbers of Canadian forces stationed in England, there were very substantial re-
mittances by these men back to Canada.

Since Canadian expenditures on British goods and services were much less
than the essential wartime British expenditures on Canadian commodities and services,
there was a formidable financial problem of filling the resulting gap in the current
account between Canada and the United Kingdom. The predominant movement of com-—
modities to the United Kingdom can not be disassociated from the position of that
country as a spearhead and base of operations against the axis. Furthermore, the
form which the economic mobilization in Britain took made it difficult for the
United Kingdom to provide many of the commodities for export which normally entered
into trade with Canada. In 1940 British policy was still directed towards ex-
panding exports in order to finance overseas war expenditures but as the war de-
veloped this policy had to be abandoned, with a greater concentration of British
industrial and manpower resources towards more direct war ends. Consequently, the
volume of British commodities shipped to Canada declined during the latter years
of the war although Canadian civilian purchases of commodities from the Umited
Kingdom into Canada did not fall below $100 million until 1944,

Another item of Canadian payments to the United Kingdom which was p:e=
cluded from expanding was the substantial total of interest and dividends paid by
Canadian governments and corporations to British investors in Canada. Since a
substantial part of the British current shortage of dollars during the early years
of the war was covered by repetriations of Canadian securities held in the United
Kingdom, there was a considerable drop in the volume of Canadian payments of interest
and dividends to the United Kingdom investors. O0fficial repatriations mainly of
Dominion and Canadian National Railway issues amounted to $704 million and the sub-
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sequent British loss of income on these bonds led to most of the declime in paymsnts
of interest and dividends which had taken place by 1942. In addition, there were
private repatriations of Canadian securities of about $300 million, which further
led to reductions in Canadian income payments. The next largest normal British
source of revenue in Canada, income from shipping services, was also prevented from
expanding appreciably because of the course of the war. Most of this revenue
normally arose from carrying British exports to Canadas The declinse in these ex=
ports slong with the diversion of British ships to other wartime duties combinsd

% offset the effects of increased ocean transportation costs, with the result that
Canadian payments for freight and shipping services were lower in some years during
the war than before the war, and were only moderately higher in several other war-
time years. Another group of expenditures were those connected with Canadian travel
in the United Kingdom and the revenue from passenger fares sold to Canadians travel-
ling on British ships, FPleasure travel ended abruptly with the war, with the result
that Canadian travel expenditures in the United Kingdom, apart from the expenditures
comected with the Canadian forces overseas, declined to several million dollars
compared with an estimated $16 million in the Coronation year 1937, Other current
expenditures of a normal character did not change very substantially, but the volume
has never been exceptionally large.

There was one large new wartime element in the current account of debits
with the United Kingdom, however, which became of primary importance., This was the
total of Canadian expenditures in the United Kingdom arising out of the activities
of the Canadian forces overseas, These expenditures were to mount to a peak figure
of $1,085 million in the invasion year 1944, In the preceding year they had besn
loss than one-half of this amount and in the succeeding year the level was reduced
to about $696 million, most of which decline occurred in the firet half of the
vaare The arrangements of the British and Canadian govermmentis for handling these
expenditures required that generally all costs in conneetion with the Canadian
forces overseas should be borne by Cenada., It developed that musch of the equipment
of the Canadian forces overseas was obtained through British sources. Similarly,
ammunition was procured through the same channels and many of the other commodities
and services required for the maintenance of the Canadian forces overseas, such as
food, housing, fuel, electricity, transportation and the like. The British govern-
ment was reimbursed for the costs of these goods and services by payments on account
made by the Canadian goverrment. Originally these payments were practically all
made in sterling but at a later stage many of the payments were made in Canadian
dollars, this being an important British source of direct supply of Canadian dollars
at a time when British payments of contraets in Canada were very heavy. Other ex-
penditures of the Canadian forces overseas were met directly by the Canadian govern-
ment in sterling. The pay and allowanees issued overseas were the most important
element in these latter expenditures, although other items covering purchases of
stores and services of different kinds were also substantial, The largest element
in the cost overseas, however, arose from the payments for equipment. Many of these
payments were the result of accounting based on capitation rates calculated jointly
by the two govermments. Although Canadian overseas expenditures reached the high
level noted above in 1944, there was still a very large gap in the eurrent account
remaining to be financed. In 1944 the high level of overseas payments had the
effect of reducing the United Kingdom's current aceount disequilibrium with Canada
to §746 million, compared with $1,149 million in 1943 and $1,223 million in 1942,
even though in 1944 British expenditures in Canada for current purposes reached
their peak of $2,063 million.

The sterling area's shortage of Canadian dollars has been even greater
than the above amounts for the United Kingdom as the other countries of the sterling
area besides the United Kingdom have normally as a group had larger expenditures in



= 05 -

Canada than revenus, and this normal disequilibrium was considerably increased during

the war, particularly in the latter years when the movement of cormodities to the

other British Dominions on their own account became large. Even by 1540, however,

the balance of credits on current account with other Empire Countries had increased

to $76 million compared with $44 million in 1938 and $24 million in 1937. But, by 5
1944 the balance amounted to $133 million and in 1945 it expanded to $292 million.

The principal contributor to this balance of credits is the value of Canadian expocribs

to these countries which customarily exceeds imports by a considerable margine Iu
addition, there is normally some income from direct investments in these countriss

by Canadian companies adding to Canadian receipts, as well as a balance of Canadia: c
receipts on freight and shipping account, Some of the latter arises from the inland “
freight from points of origin in Canada to the ocean ports and soms arises from
revenue of Canadian ships carrying exports tc British Dominions and Colonies. The
principal development during the war in service transactions was an increase in |
credits on freight and shipping account which expanded particularly in the latter

two years of the war when the Canadian merchant marine constructed during the war,

was in operation and the movement of commodities was heaviest. In addition, there

were substantial expenditures on war services in Canada by Australia and New Zealand,
mainly on their share of the costs of the British Commonwealth Air Training Plan.

Canadian exports on account of other Empire countries rose early in the
war, but not so much as total Canadian exports to these countries, as many of the
exports to certain areas in the war zone, or countries in which there were military
and naval bases, were on British accounts, With the development of Mutual Aid,
however, there was a considerable increase in the total of exports on the account
of these countries as Canadian cormodities used in the prosecution of the war by
countries receiving Mutual Aid were procured on their own account and partly financed
by the Mutual Aid extended to these countries., The peak in oxports on the account
of other Bmpire countries occurred in 1945 when they totalled an estimated $351
million, Of this amount, $61 million was financed by Mutual Aid to Australia, New
Zealand, India and British West Indies. Exports to many countries for cash were
also exceptionally high in that year, particularly to Indin. There were also ex=~
ports of locomotives to India financed by advances by the Canadian govermment, The
value of imports from other Empire countries increased substantinlly during the war
and with the exception of the peak year in 1941, remained relatively stable,
Shortages in the supply of some commodities and scarcity of shipping prevented imports
from this group of countries from meeting the full Canadian demand for their products,

CAPITAL ACCOUNT i

Special methods of financing the British deficiency of Canadian dollars
arising from the great excess of wartime expenditures over receipts had to be de-
veloped. The principal form of financing was the Mutual Aid program, under which
Canada provided munitions, food, and other war supplies and services directly to
Allied countries unable to pay for these supplies because of financial difficulties
caused by the war., Early in the war, however, Britain secured Canadian dollars to
cover expenditures in Canada through the official repatriations of Canadian
securities held in England. By the end of 1942, virtually all of the Dominion and
Co Ne R. issues held in the United Kingdom had been repatriatede During the same
early period and particularly in 1941 and early in 1942, the deficiency was also
covered by Canada accumulating substantial amounts of sterling. The major part of
the accumulation was converted in 1942 into the Canadian dollar lpan of $700 million
to the Govermmeont of the United Kingdome In the same year, the Canadian Parliament
appropriated $1,000 million as a gift to the United Kingdom to enable purchases of
food and munitions and other requirements to be covered. This contribution took the
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form of a financial transfer of funds to be used by the British as required to cover
the shortage of Canadian dollars, although in efrect it was a transfer of goods and
services, The later developmen’: of assistance, Mutual Aid, was likewise a contribu-
tion to the ocommon cause but was made directly in the form of goods and services to
gsach country requiring aide Mutual Aid to the sterling area including the Billion
Dellar Contribution had a total value of $3,175 million at the end of 1945, Official
repatriations of $703 million made up the next largest method of financing and the
ssount cof the $700 million loan to the United Kingdom outstanding at the end of 1945
was about $561 million. Another substantial source of Canadian dollars arose from
#ho purchase of gold and U. S. dollars from the United Kingdom for Canadian dollarse
These purchases totalled $504 million during the period to the end of 1945 and
uvrovided an important means of meeting Caneda's deficiency of Us S, dollars. Private
repatriations of securities by Canadians were another source of financing as well as
a number of special financial settlements between the Canadian and United Kingdom
covernments, Following the termination of Mubtual Aid at the end of the war, interim
sdvances were made by the Canadian government to the United Kingdom, which by the

end of 1945 totalled $164 million, in ordsr to ensure the continued shipments of food
to the United Kingdom. In 1946 this method of financing was superceded by the credit
of $1,250 million extended by the Canadian pgovermment to the United Kingdom in order
to facilitate purchases of goods and services in Canada and to assist the United
Kingdom in meeting transitional postwar deficits in its current balance of paymentse
These deficits continued to be substantial in Britain's account with Canada after

the end of the war, because of the continued British need for Canadian commodities,
particularly food and industrial materials, At the same time, there has been the
great contraction in British receipts of Canadian dollars from overseas expenditures.
These declined sharply after the war and increases in British exports to Canada have
been limited by supplies available in that country, and analysis of special and
capital transactions between Canada and Empire Countries during the period from 1937
to 1945 is given in Table XV.

CHANGES IN INTERNATIONAL CAPITAL POSITION BETWEEN
CANADA AND THE STERLING AREA

The effects of the war uvon the talance of Canadian indebtedness to the
United Kingdom have been quite pronounced, British investments in Canada partic-
ularly in certain types of securities were sharply reduced by the official re-
patriations which amounted to over $700 million and also by private repatriations
which from the start of the war to the end of 1945 amounted to about $300 million.
An analysis of British investments in Canada is presented in the statistical tables
appearing at the end of the report,

The official repatriations included all the Dominion goverrmment direct
isswas owmed in the United Kingdom and almost all of the Canadian National Railway
issues owned there., The private repatriations were scattered over a number of other
types of issue, almost one~half arising from redemptions of Canadian securitias
during the period and the remainder arising from Canadian repurchases of outstanding
bonds and stocks held in the United Kingdom. Provinecial, municipal and corporation
issues are all included in the private repatriations, In the early years of the war
particularly, a large number of vested issues were sold in Canada by British agents
for the account of the British govermment. In same cases these include all of same
issues of Canadian stocks and bonds held in the United Kingdom.

The o.hoer outstandingly large transaction affecting the balance of in-
debtedness between the two countries was the $700 million loan issued in 1942 to
fund the major part of the sterling balances accumulated during the early years of
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the war, This loan was reduced in subsequent years by the amount of Canadian sec-
urities repatriated through private chammels and at the end of 1945 the amount out~
standing was approximately $561 million. Since the Billion Dellar Contribution in
1942 and Canada‘'s Mutual Aid program which followed became the major source of fin-
ancing the sterling area shortage of Canadian dollars, most of the changes in the
balance of indebtedness occurrsd prior to 1943, Changes subsequently mainly arose
from the substantial private dsmand for Canadian securities held in the United Kinge
dome, As a result of thess shanges, the balance of Canadian indebtedness to the
United Kingdom was reduced by more than a billion and ore-half dollars during the
wartime period. This contrasts with the balance of indebtedness to the United King=
dom a% the hagienisg of the wer &7 approclmabtsly two and opneskalf billion dolliars,
e premsinlap Relilsh lopsstmants in Canada arg malnly in corporation
securities, particularly railwsy stocks and bonds. There are also scattered British
portfolio holdings of other corporation stocks and bonds and substantial British in=
vestments in Canadian branches and subsidlaiies. These direct investments are dis-
tributed throughout Canadian industrial, commercial and financial activities. In a
number of cases in the industrial and commercial fields British branches or sube~
sidiaries occupy a prominent place, particularly in certain branches of the textile
industry, newsprint, vegetable products and chemical industries. British insurance
companies and other financial concerns slso have considerable investments in Cana-
dian branches. British holdings of Canadian provincial and municipal bonds are com=-
paratively small in total although many issues originally sold in the United Kingdom
are still mainly held there. Canadian investments in the United Kingdom have a
value of about $100 million. Apart from some direct investments by Canadian com=
panies in branches and subsidiaries there, the investments are widely scattered
portfolio holdings of a great variety of British stocks and bonds, many of which
originated from inheritances or are held by persons who have migrated from the
United Kingdom to Canada.

The changes in indebtedness discussed above do not include a number of
intergovermmental items directly arising out of wartime activities which were the
subject of settlements in the Financial Agreement and the Agreement on the Settle~
ment of War Claims betwsen Canada and the United Kingdom which were signed at
Ottawa March 6, 1946, Covered by the Financial Agreement was $425 million owing by
the United Kingdom to Canada with respect to the British Commorwealth Air Training
&lan which the Canadisn govermment agreed %o cancel, The Apreement for the Settle-
ment of War Claims covsred a more diverse group of outstanding claims which had ac-
cumulated during the war. The settlement was completed by the payment by the
United Kingdom to Canada of $150 million to cover the balance of Canadian claims
against the United Kingdom, Chief among the Canadian claims were interim advances
to the United Kingdom under the War Appropriation Act, mainly financing exports of
food, following the end of Mutual Aid. There were also advances for other supplies
delivered after the end of Mutual Aid and advances to India for locomotives and a
variety of amounts owing to Canada arising out of Canedian military and naval act-
ivities ovarseas. More prominent arong the amounts owed by Canade to the United
Kingdom were balances due with respect to army capitation payments, the balance
owing by the air force on reserve stocks account, the balance of the United Kingdom
equity in the general working capital fund, and the United Kingdom claims to re=~
serves accumulated in various pool projects arising from price adjustments. The
special settlement cancelled all claims between the two govermnments arising between
September 3, 1939 and the end of February, 1946 with the exception of certain
special transactions sottled othorwise such as the amounts already referred to
owing by the United Kingdom with respect to the British Commomwealth Air Training
Plan, the 1942 loan to the United Kingdom, claims arising out of military relief
and out of transactions for which established procedures wers in operation, end
cartain payments of a routine nsature.
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Since most ¢f the methods of financing the current account shortage of
Canadian dollars ‘experienced by the sterling area during the war were obtained .
through United Kingdom arrangements, most of the changes of indebtedness effect 1
the position between Canada and the United Kingdom. Changes in indebtedness be-
tween Canada and other sterling area countries have not been large. Mutual Aid to
some of these countries helped fill the gap in the latter years of the war and other
Canadian dollars used by these countries were obtained through the United Kingdom.
Before the war the investments of other sterling area countries in Canada were re-
latively small and Canadiun investments in other Empire countries had a value of
approximately $76 million. About two-thirds of this was made up of direct invest-
rents and the remainder was distributed between portfolio .investments of stocks and
tonds.

BALANCE OF PAYMENTS WITH THE UNITED STATES
DURING THE WAR

Close economic relations with the United States are an important element
in the Canadian economic structure. The normal exchange of goods and services be-
tween the two countries gives rise to a deficit in Canada's current account with the
United States. Canadian participation in the war 1ed to a great expansion in imports
of United States merchandise and in other expenditures in the United States. The
United States is the principal source of supply for many industrial materials and
fuel as well as for many manufactured products, food, capital equipment and other com-
modities and services. The Canadiun expansion in the volume of production and in in-
dustrial capacity combined with the effects of larger incomes arising from higher
levels of economic activity, all contributed to sharp increases in Canadian imports
from the United States. Furthermore, the United States became the source of supply
for many commodities formerly purchased overseas. The wide range of commodities u-
vailable in the United States combined with increased Canadian demands made for very
large Canadian imports. The range of Canadian commodities in demand in the United
States, on the other hand, is not so great. It is more concentrated on some important
export staples which constitute a large part of the total. While increasec in United
States demand for these commodities were very large, to some extent due to overseas
sources of supply being displuced, there was not the sharp rise in Canadian exports
to the United States comparable to the early rise in imports until the year 1942 when
Canadian production of munitions, shipe and other supplies had developed, part of whict
was sold to the United States. These exports of war supplies remained very heavy for
the rest of the war and in addition there were extraordinarily large American purchases
of Canadian grain from 1945 on.

The balance of merchandise trade between Canada and the United States has
customarily been one of the principal contributors to Canada‘’s current account
deficit with that country. This unbelance in the merchandise account and consequently
also in the total current account as well, reached its highest pre-war levels, apart
from the abnormal year 1920, in 1928 and 1929, the merchandise deficit excluding gold
being $307 million in 1928 and $356 million in 1929, and the current account deficit
reaching $349 million and $437, respectively. During the depression, the merchandise
deficit declined as movements of commodities between Canada and the United States
contracted and in 1936 when United States purchases of Canadian grain were heavy be-
cause of the drought in the middle west, there was temporarily a small balance of
exports to the United States. But, with the recovery of trade the merchandise
balance of imports had increased to $132 million in 1938 and the current account de-
ficit with the United States to $149 million. With Canadas wartime requirements
the merchandise deficit expunded sharply immediately in 1940 to $268 million and
even further in 1941 to $344 million. This rise occurred despite the War Exchange
Conservation Act of December 1940, which among other measures, designed to ease the
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exchange situation, prohibited the import of certain non-essential commodities from
non-sterling area countries. As the increasce in imports shows, the saving in ex-
change from the prohibition of luxury imports was much more than offset by increased
wartime expenditures.

In order to meet this situation arising out of Canada's heavy wartime needs
for American commodities, it was necessary to develop new sources of receipts of
. 8. dollars if Canada was to continue to be able to purchase the imported commodi-
ties needed for maintaining war production and the equipment of the Canadian forces
and further industrial expansions. As a result of the Hyde Park Agreement of April,
1941 new sources of* receipts were developed permitting Canada to specialize in the
- production of certain types of products required for the war. Some types of Canadisan
production were especially developed to meet United States requirememts and by 1942
receipts were rapidly growing from the resulting export of ships, munitions and raw
materials. It was only the effects of the Hyde Park Agreement which prevented the
merchandise deficit from expanding even further in 1942 and later. The sale of ships
and munitions erising out of the agreement, and later the augmented requirements
following the United States entry into the war, led to sharp increases in Canadian
receipts from exports. The increases in receipts from exports on United States
account in 1942 and 1943 were greater than the expansion in imports during those
years with the result that the merchandise deficit was reduced to $205 million in
1942 and $87 million in 1942 and actually transformed in 1944 into an unprecedented
surplus from exports amounting to $331 million. This surplus was a very temporary
phenomenon however, being the combination of large non-recurrent receipts from
munitions of over $300 million in U. 8. dollars and from grain of close to $300 mil-
lion. The latter source of receipts reached its pesk in 1944 with the combination
of abnormal American demands for grain for use zs feed and industrial materials.
In 1945 even though receipts from munitions and grain were of the order of $200 mil-
lion and $100 million, respectively, and although imports showed their first decline
a surplus from merchandise trade was reduced to $15 million. By the first quarter of
1946, however, a large merchandise deficit had already developed in Canadian trade
with the United States, the surplus in 13944 and 1945 being temporary wartime de-
velopments rising out of the coincidence of abnormsl receipts from munitions and
grain combined with exceedingly heavy American demands for other types of food, news-
print, pulp wood products and other commodities normally entering into Canadian trade
with the United States.

Increases in the value of imports from the United Stztes huve been widely
distributed among different comnodities. But, in 1943 the value of each broad
group of commodities was at least double the 1339 level with the exception of the
smaller groups of commodities, animal products and wood products, for which war
demands were relatively small. The increases are due to price increases, including
the depreciated exchange value of the Canadian dollar, as well as to increases in
volume. The greatest proportionate increase in the value of imports occurred in
metal products and changes in the composition of commodities in this group have been
very great. Materials and components required in war production not only generally
made up the increases but also displaced civilian commodities formerly imported.
Then, too, the United States became the principal source of supply for many com-
modities formerly imported by Cunadu from overseus, cotton textiles being one of the
best examples of this. Increased civilian consumption of some consumers! goods like
fruits snd vegetables were another factor in expanding imports, although many luxury
types of products were excluded by the War Exchange Conservation Act in 1840, in
order to conserve U. S. dollars exclusively for more essential war imports. During
the six wartire years from 1940 to 1345, Canadien purchases of comnmodities in the
United States totalled $6,271 million as is shown-in the following table.

w )
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ANALYSIS OF COMMODITIES IMPORTED FROM THE UNITED STATES
ON CANADIAN ACCOUNT, 1940-1945

(Millions of Canadian Dollars)

(1) Imports mainly for Civilian Purposes =

Agricultural and Vegetable Products .ecececeescaaas 520
Ajlimal h‘oduots ® @ 8 0 S O B BH P ET O RS PEN O SAReTe s 109
Textiles and Fibres ccceecscevee b AN o axe. TaclT A o 500
WEEd ErodiiliEl" : o ass deeremhi dd + albat 35 R 228

SapedioMal’ (1) S sd gt usme T ams ot ! 1,357

(2) Imports mainly for Fuel

Non_mtallic Minerals Ss6cavasnessrsessncasccsessone 1,152

(3) Imports mainly for War Purposes

Me tal Products =

Gillas siiff iodl Tron e its P 0QNICIBE! Eaker. s ioys oresbiolsiats (o ois s 24258

Classif'ied Non-Ferrous Metals and Products e...e. 407
Unclassified war Inlporm ® * 99 4 9SS APESENOE e R 789
Total G ® & & 2000 008 A G OO SN E e ST essa 3’454
chemicals and Hoducu ® P 0 6 5P SN GO T ORGP E A e 356

Sub—TOtal (3) " e P eecas s vt nsLsRtesnee 3’810

Net Imports Purchased by Canada as 8DOVE eceeeccoes 6,319

Total After Deductions of Non~Commercial Imports
and Valuation Adjustments ........ N | P 6,271

While it is impossible to sharply analyse all imports according to their
use in war or civilian purposes, the analysis by groups of imports is suggestive
of the extent to which special wartime needs contributed to the expansion in imports.
A major part of the total of imports is made up of commodities falling in groups
mainly employed for war purposes, Imports of metal products including military
equipment and imports of chemicals and products had a total value of $3,810 million,
Since Canadian »nroduction for civilian purposes of durable goods was sharply cur-
tailed early in the war and eliminated in the case of many procducts, the major de-
mand for imports in this pgroup arose from wartime purposes. Likewise, a large part
of the imports of non-metallic minerals totalling $1,152 million can be attributed
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to war purposes since the biggest constituents of the group are coal and petroleum,
a large pert of the dsmand for which was directly related to wvar requirements. The
remaining group of commodities made up of types mainly used for civilian purposes
totalled 81,357 million or only 21 per cent of the total imports purchased. But, a
wartime demand existed even in this group of commodities particularly in the textile
and fibre group. Thus although an accurate division of imports between civilian and
war purposes can not be readily made tecause of the diverse uses of some industrial
materials and fuels, the predomirnant wartime character of Canadian imports from the
United States is readily apparent.

Canadian imports during the war years fluctuated irregularly in relation
to national income, Genserally the ratio of imports to national income at net factor
cost increased during the early part of the war and declined in the last two years.
The highest ratio, 19.7 per cent, occurred in 1940, having risen from 16.5 per cent
in 1938, The percentage declined in 1941 to 16,3 but increased again in 1942 and
1943 to 17.0 and 17.4, respectively. In 1944 and 1945, however, the ratios fell off
to 14.4 and 15.0, these being less than the percentages immediately before the war,
(See Table XX1X Page 75)

The growth of abnormal Canadian demands for imports arising from war act-
ivities combined with changing sources of supply and shortages of commodities in-
fluenced the relationship of imports and national income during this period. In the
opening years of the war, imports of machine tools and other industrial equipment
needed f'or developing war production were relatively greater than during the years
following the industrial expansion. With the growth in war production there were
very great new demands for imported materials and components. These were heaviest
in the earlier stages of the war production program with the necessity of building
up inventories of goods in process, Import requirements were, consequently, =omewhat
less in the later stages of the program although there were some large imports of
military equipment during the latter years of the period tending to hold up total
imports.

The more discernible relations between certain groups of imports from the
United States and the Canadian national income have shown some interesting changes.
Before the war, during the 1930's, most groups of imports from the United States
appear to have fluctuated fairly olosely in relation to changes in the national in-
come, With the war, however, the relationships changed greatly. New kinds of pro-
duction, and new sources of supply, and changed distributions of income contributed
to the alteration of the pre=war relationships. The ratio of imports to national
income declined in the case of some groups of imports but increased considerably with
others. The increases were, as might be expected, greatest in groups of imports pre-
dominantly for war purposes like metal products and chemicals, Some of these groups,
however, fluctuated irregularly during the war, notably iron and its products and non
ferrous metal products. Imports of non-metallic minerals, mainly reflecting demand
for fuel, fluctuated fairly olosely in accordance with national income.

The greatest expansion in Canadian exports oocurred in commodities affected
by special wartime demands like munitions, ships and grains, which became prominent
in 1942 and thereafter in the case of ships and munitions and betwsen 1943 and 1945
in the case of grain. Of total receipts from exports (excluding gold) of $5,703
million, munitions, ships and other war supplies sold by War Supplies Limited ac-
counted for $1,187 million, and sales of grain $658 million. Sales of grain to the
United States in 1940 were only about $12 million while in 1943 the sharply swollen
demand increased these to a Canadian dollar equivalent of approximately $167 million,
with further expansion to around $337 million in 1944, The decline from this peak
was rapid, sales of grain in 1945 declining to approximately $100 million. Receipts



from war suppliss a.d grain accounted for almost ons~third of the total receipts
from exports to the United States in the six years., The abnormal war element in
other exporta to the United States is less readily identified, apart from exports
of non-ferrous metals. Exportse of aluminum, considerably exceeding $200 millionm,
were a wartime development, Heavier exports of nickel and exports of other non=-
ferrous metals which had been established trades before the war also are related to
spscial wartime requirements in the United States. Demand for many other Canadfan
commodities normally entering into trade with the United States was likewise stimu~-
lated by wartime situations as well as by increased American civilian eonsumptiom.
There were larger exports of Canadian wood pulp and newsprint originating from a
rreater reliance upon Canadian sources of supply. Other commodities increased
mainly from larger American civilian consumption as in the case of fish ard other
foods, Substantial increases occurred in exports of many groups of commodities
entering civilian eonsumption. Miscellansous agricultural products, animal products,
wood products and non-metallic minerals all increased., Higher prices arising from
the premium on U, S. dollars and from wartime price increases, as well as larger
volume, contributed to the growth in the value of exports of most of these commodi-
ties, But many of these commodities were in short supply and exports oould not have
been expanded indefinitely even if export demands had been greater because of 1limi-
tations upon Canadian productive capacity. It 1s clear that American wartime needs
for commodities normally purchased in Canada were much less than Canadian require-
ments for United States commodities, It was only becauss of large abnormal special
receipte from the zale of war supplies and grain that the balance of commodity
imports was held down to $568 million during the wartime period as a whole,

ANALYSTS OF RECEIPTS FROM EXPORTS FROM CANADA
ON UNITED STATES ACCOUNT, 1940 -~ 1945

(Millions of Canadian Dollars)

Munitions, Ships and other war supplies sold
by Wur Suppli.el Lbd' P PP P PP LOEB SRR ROOCESES 1.187

Grain S @ G o 0OBOOORPOOPSEEOPs a0 RsoRpeR B tObReed oSS 658

Other Agricultwal Products cceccccccssecscoancsssone 295

Animal Products .secccccccccccscessccscsrccsccocsnne 455
INOWEIDEI G FeVarere) sle 4] o ol s)aleiaratele STRIaTsholal ofoleToNerarora les olars ale sle < 789
RIBDTOSE " 5.0 ciikinen 25 015 Ns0 pillrs b o7 Pkaiontio. s AR P B 57 428
Other Wood Products ..ececeececcecscssssccsccsssce 505

NO‘n—fQI'I'OUS wt&ls (N.O'P.) ®e a0 00 P00 s0ss00sErs0 e 7%

Other Commodities (1) cceececescoscoccscansscccanns 431
Total Receipts from Exports (Excluding Gold) ... 5,708

Net kports af Norl-nonetﬂry Gold (2) eeeeesesnnces 939

(1) Including exports of foreign produce.

(2) Wnhile the gold produced was not all sald to the Tnited States, it represents an
asset potentially convertible into U, S. dollars.
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The total current account deficit with the United States during the six
wartime years amounted to $761 million. This was greater than the deficit on mer-
chandise account of $568 million which has already been discussed, all the other
current transactions entering into Canada's accounts with the United States being
also coptribubors ¢m Balenas Lo the ¢urrent account deficit. k

NMov=gonstTary 2old and dourist gnd fravel expenditures contributed sur-
plusses, while interest and dividend payments, payments for freight and other trans-
portation and payments for miscellaneous services exceeded receipts. Total credits
from non-mone tary gold exports amounted to $939 million. This represents the value
of the gold produced during the period even though some of it was not actually ex-
ported and sold in the United States. Being the equivalent of convertible exchange,
gold production can be reparded as a source of current credits in Canada's United
States dollar accounts.

The other sourss of receipis, tourist and travel expendibtures which show
a surplus of receipts of $396 million during the period, was affected by wartime
developments, Because of a prowing scarcity of U, S, dollars in 1940, restrictions
were introduced during the summer by the Canadian govermment upon pleasure travel
by residents of Canada involving expenditures of U, S. dollars. By the introduction
of these restrictions, which were not modified until May, 1544 and 1945, Canadian
travel expenditures in the United States were greatly reduced since Canadian pleasurse
travel in that country was virtually eliminated, travel being limited to essential
purposes such as business and health, Canadian expenditures in the United States
for travel declined from $67 million in 1939 to $18 million in 1941, Although there
wore moderate increases in 1942 and 1943, the total expenditures by Canadians did
not approach the pre-war level until 1944 when the restrictions were lifted to the
extent of permitting a limited amount of expenditures on pleasure travel. A further
relaxation in the restrictions in May, 1945, permitted expenditures on pleasure
travel for any reasonable amount and Canadian expenditures in that year rose to
483 million. Travel between Canada and the United States in both directions was
also greatly affected by other wartime developments, The expenditures of Americans
in Canada on travel declined sharply in 1940 following the introduction in the
United States of passport requirements for re=entry of persons returning to the
United States from a trip in Canada. Although there was some recovery in the traffic
in 1941, it fell off in 1942 following the introduction of gasoline rationing and
the limitations upon automobile travel imposed by tire shortages and other wartime
developments. American expenditures in Canada only recovered moderately in 1943
and 1944, but, in 1945 there was a sharp increase particularly after the end of
gasoline rationing in the United States following the termination of the war with
Japan, Total American tourist expenditures “n Cenada in 1945 of $163 million ex=
coeded the immediate pre-war level, The Canadian controls on travel expenditures
in the United States had the effect of moderating the decline in net revenues which
would otherwise have resulted from the sharp falling off in American plsasure travel
to Canada. The average annual revenue on tourist account during the six years was
only moderately less than during the inmediate pre-war years, although gross receipts
and payments on travel account were both substantially less.

The largest source of net debits on current account arises from interest
and dividend payments on American investments in Canada. During the six years,
payments of interest and dividends exceeded receipts by Canada of interest and
dividends from investments in United States by $1,033 million. This represents
smaller annual net payments than in the years before the war. Some of the reduce-
tion can be attributed to appreciable increases in Canadian receipts of interest
and dividends from American securities, Receipts of dividends on direct investments
by Canadian compenies operating in the United States were greater than before the
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war and there were increases in the dividends paid by American public companies on
shares held by Canadian investors. Dividends were received on some stocks during the
war which had not been paying dividends during the depression and the rates of other
dividend payments were increaseds The other contributing factors to the reduction in
the net payments arose from the reduced dividends paid by Canadian corporations %o non=-
resident investors. Dividends paid by some groups of companies, notably gold mines,
tonded to decline as the war progressed, Other groups of companies, particularly the
Canadian subsidiaries of United States parent companies, made smaller dividend dis-
vursements, although earnings were not reduced. These companies in the aggregate re-
invested large amounts of their earnings in Canada. The total undistributed profits
of branch and subsidiaries of United States companies in Canada amounted to approxi=-
mately $215 million during the six year period. Another factor reducing the amount
of dividends remitted was the inorease to 15 per cent in the non=-resident withholding
tax on dividends paid by publ, © companies in 1941, Offsetting some of the decline in
net dividends received by United States investors was the effect of the premium on

U. Se. dollars which prineipally increased the Canadian dollar cost of interesi pay-
ments to non-residents. In addition to the premium on interest payable in U, S.
dollars, there were the additional interest payments arising out of the increased
American holdings of Canadian bonds and debentures during the later years of the war.

Canadian payments for freight and transportation services in the United
States increased very sharply during the war, Transactions on freight account were
closely related to the great expansion in commodity movements. Gross receipts and
payments increassed very sharply as a result of the expansion in exports and imports.
The increase was greatest in the case of Canadian payments to the United States for
freight and shipping services with the result that the balance of payments on-this
account was much larger than before the war. Canadian receipts are mainly for rail
freight from the points of shipment of Canadian exports to the border. Receipts
from intransit traffic carried from the United States were also much heavier both
on Canadian-owned railways and on United States operated railways in South Western
Ontario, Canadian railway revenue was also substantial on traffic carried by the
Canadian railways for the United States army in connection with defence activities
in Canada. There was also some increase in Canadian shipping revenue acoompanying
the expansion of Canadian shipping services in the latter years of the war. Payments
to the United States on freight account are mainly to the United States railways
carrying goods from the point of shipment to the border. The freight on increased
coal movements was a particularly large item. There was also freight paid to United
States railways in oconnection with movements eof Canadian war production overseas by
way of United States ports., Ocean freight costs including war risk insurance added
greatly to Canada's freight account with the United States during the war, the cost
of moving bulk commodities like petroleum and bauxite to Canada being heavy.

All other current transactions besides those already described resulted in
net payments by Canada of $72 million. Besides including a great variety of normal,
commercial and financial services, this group of transactions embraces some parti-
cularly large wartime navments whioh do not fall in the other groups of classified
transactions. Examples of particularly large wartime items affecting the totals
are the expenditures of the United States govermment in Canada on the Alaska highway,
air fields, Canol, telephone lines and other defence activities. Cash expenditures
in conneotion with these activities appear as oredits in the other transactions.
Although the exact amount is difficult to isolate, these transactions are believed
to have exceeded several hundred million dollars during the period from 1942 to 1945.
The largest unusual payments by Canada included in other ourrent transactions were
the special paynents of $280 million to the United States Treasury in 1944 covering
payments for air fields and telephone lines eonstructed by the United States in
Canada and other war expenditures, Among the more normal current transactions which
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have been consolidated into this group of transactions are personal and immigrant re-
mittances, religious and benevolent remittances, motion pisture and other royalties,
earnings of Canadian reszidents employed in the United States and United States resi-

4ents employed in Canasda, commercial, financial, prefessional and technical services

and other miscellansous services, The item also insludes miscellaneous remittances

of incoms such as interest on mortpgages and loans, rents and income from estates and q
trusts,

CHANGES I'i TNTERNATIONAL CAFITAL PCSITION ‘

The wartime changes in Canada's capital position in reiation to the United
States dollar area have been larpely offsetting in effeet, although the various el- q
ementes in the position have been quite materially altered. Because of the accumula-
tion of receipts of U, S, dollars in the latter years of the war, there was a very
substantial growth in Canada's holdings of gold and U. S. dollars in the wartime period. -
By the end of 1945, the inorease was $1,115 million from the date of inception of ex-
change control, September 16, 1939, But, offsetting this sharp increase in liquid re-
serva: was a oonsiderable reduction in Canadian holdings of United States and other
fereipgn securities and other assets in the U. S. dollar area together with a substan-
tial inerease in United States holdings of seocurities., During this period, the latter
heldings increased $484 million. There were also other increases in American invest-
mente in Canada mainly arising out of the reinvestment of earnings of the branches and
subsidiaries of United S8tates sompanies in Canada. As the botal amount of these in-
oreages in liabilities and reductions in holdings of American seourities and other
long-term assets was of about the same magnitude as the increase in Canada's liquid
reserves, the over-all position change vis-a-vis the U, S, dollar area was not large.

The increase in Canada's external liabilities during the war represents a
relatively larpge proportion of the tetal American investment in Canada at the end of
1939 of betwsen 15 and 20 per cent. A larpe part of the ineresased holdings of sec-
urities was holdings of govermment securities, whereas the reinvested earnings
mainly occurred in the industrial and ocommercial field in which most American con-
trolled companies operated in Canada, The increase in American holdings of Canadian
securitdes, however, is relatively emall when considered in relation to the great in-
crease in the total indebtedness of the Canadian goverrnment during the war which a-
rose out of wartime borrowing in Canada, Although the absolute amount of Canadian
government securities held in the United States increased during the period, the pro=-
portion of the debt of the Canadian goverrment held in the United States was con-
siderably less since the larger part of the Canadian wartime borrowing was internal,
Canadian bonds held in the United States at the end of 1939 are sstimated at $2,115
million or about 21,3 per cent of a total of approximately $10 billion outstanding.
By the end of 1945, the United States holdings are ostimated to have increased to
2,508 million or about 11 per cent of the total of approximabtely $22 billion of
Canadian bonds outstanding. Even though there has been a considerable increase in i
the valus of United States direct investments in Canada, the absolute amounts have “y
been relatively small in relation to total investments in corpgrations in Canada.
Accompanying the improvement in position of many United States owned companies have
been comparable increases in the financial position of Canadian owned companies as
well, Much of the wartime increase in American direct investment in Canada arose out
of normal reinvestments of earmings. During the latter years of the war, there were
some new investments of American corporabte companies in business undertakings in
Canada but the total of thess new investments was still relatively small by the end
of the war and during the same period there were some withdgawals of capital in con-
nection with reductions in certain American direct investments in Canada. On the
whole, it does not seem that the relative position of American capital in Canadian

industry has changed significantly when the substantial expansion during the war in
mu% Canadian industries is considered. More details on United States investments
in Canada are presented in a subsequent section of the report and in thd statistical
tables, and an analysis of capital transactions between Canada and non-Empire coun-
tries is given in Table XVI.
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STATISTICAL NOTES

Currency Areas

In statements for the period of exchange control, 1939 to 1945, the tables
for Empire countries include transactions with the whole sterling area, and tables
for Non-Empire countries cover all transactions with the non-sterling area. The
latter statements, consequently, include transactions in Canadian dollars and other
currencies with the United States dollar area, as well as transactions in United
3tates dollars., Exports financed by Mutual Aid, UNRRA and other official gifts, amd
by export oredite and other advances in Canadian dollars are included in the state-
ments with Non~Empire countries. These official transactions are offset by debit
entries shown separately in the statements outside of the current account. Similarly,
there are some relatively small debit entries in the current account with Non-Empire
sountries which represent mainly personal remittances which are not made in United
States dollars or related currenciss, These debits are offset by adjusting ocredits
in the capital acoount with Non-Empire countries, thers also being adjusting debits
in the capital account with Bmpire countries,

Marchandise Trade

While export and import statistics are the principal source used for this
item, they have been adjusted to bring them mors into conformity with peyments in
the two currenocy areas into which the balance of payments statements ars divided,

During the period when data on international payments for war supplies
through official chammels were available, these have been substituted for the value
of goods exportsd., Thus, in the years 1941 to 1945, British payments through of=-
ficial channels for war supplies and food, 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. Similarly, from 1943 to 1945, the expenditures from the Mutual Aid Appropria-
tion on acoount of the various countries are reflected rether than the commodities
exported. Since war supplies purchased by the British and United States govermmsnte
have besn shipped to various destinations, this substitution of financial data on
payments for the valus of goods shipped has bsen a major adjustment necessary in the
construction of balance of payments statements with the two currency arsas for the
years from 1941 to 1945. 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, Exports are also adjustad on account of wheat and
other grain movements for storage. Adjustmentz have also been made for diversions
of grain throughout the period 1926 to 1945+ In the years fram 1926 to 1930, these
adjustments were partisularly substantial when large amounts of wheat originally re-
corded as exported to the United Kingdom were eventually sold in Continental Burope.
The adjustments made take the form of deductions from recorded exports to the United
Kingdom and additions to recorded exparts to other countries. Trade between Canada
and Newfoundliand has been excluded and shipments of mercha’ “ise on Cenadian account,
such as equipment and supplies for the Canadian forces overseas, Red Cross supplies
and private gifts, have also been deduoted from the exports as no foreign exchange
accrues from these transactions,

Imports of merchandise into Canada for the account of Britigh oz
Governments have also been deducted from the trade figures, These dedugd
such imports as goods which the British govermment has shipped tu Ce
© its conmtribution to the Combined Air Training Organization and _
plies for the R..A. F. Special 8chools in Tanada before their
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Combined Organization. Imports from the United States which have been deducted, are
principally made up of aircraft, aircraft engines and parts and other military equip-
ment, and materiasls for British or Allied organizations in Canada which are not paid
for by Canada, Imports are adjusted for warehousing and for over-valuation., From
1943 to 1945, payments made on account by the Canadian govermment for military equip-
ment and supplies purchased in the United States under the "Canpay" procedure are re-
flected in the item of imports from the United States rather than the goods imported
during the period. Under this procedure, certain goods were purchased from the
goverrment of the United States through the Office of lend Lease Administration for
reasons of procurement and priority.

As a result of these adjustments, the merchandise item is more representa-
tive of the international payments made between Canada and the various countries and
areas shown, particularly during the wartime years. There is still, however, the pos-
sibility of divergencies between the time of payment and the time of import or export
in the large volume of trade which continues to flow through private channels although
some adjustmont for these in the case of intracompany transactions appears elsewhere
in the balance of payments.

Net Exports of Non=Monetary Gold

This item is the value of "Net Exports of Non=Monetary Gold" as computed
by the Bank of Canada and explained on page 152 of the September, 1939, Bank of
Canada Statistical Summary. The figures correspond roughly to the value of current
production in Canada. The total net exports have been shown in the current account
with the United States although in the pre=-war period, for instance, there were
some exports of gold coin to overseas countries arising out of temporary market oon-
ditions in which there was a premium on the price of foreign gold coins. One reason
for the procedure followed of showing all non-monetary gold in tho 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 cormercial trade between
Cansda and the United Kingdom than is the case when exports of gold coin are included.
At the same time, the United States has been the principal market for the world's gold
production. Then, too, as gold is interchangeable with Unibed States dollars, gold
along with holdings of United States dollars has constituted Canada's liquid reserve
of convertible exchange during the war and postwar years, changes in which are en-
tered in the capital account,

Tourist Expenditures

Estimates of tourist expenditures have been greatly improved in recent
years, Through the co-overation with the Dominion Bureau of Statistics of the Customs
Division of the Department of National Revenue and the Immigration Branch of the De-
partment of Mines and Resources, new mothods of estimating tourist expenditures,
first introduced in 1940, have resulted in a greater wvolume of data than was formerly
available, In 1941, a more extensive organization of tourist statistics procedure
was undertaken. Progress was mads, especially in the estimation of the expenditures
of automobile tourists. A more uniformly classified count of the automobile traffic
was obtained as a basic record of traffic. In addition, larger and more reprosenta-

. Live samples of tourist expenditures were collected. In recent years over &0 per
of all the United States motorists entering Conada on a travellers' vehicle
s 2 xaported their total expenditures in Canada., At the same time, samples

: ;ant have been obtained from short=term local United States travellers
da by car, Virtually all of the expenditures of Canadian motorists
s arc also covered by a samplo which has exceedod 97 per cent of
~-:§ periods,




The estimates of expenditures in the years 1926-1939 have been revised in
the light of information accumulated in recent years, whereas the estimates for
1940-1945 directly reflect the new procedure developed in 1941, In the revision of
the pro~war years, the now data on expenditures accumulated during the war have been
related to the statistics on the volume of traffic before the war., Since this
mathod has some arbitrary aspects, the resulting estimates for the pre-war years have
not as substantial a basis as the estimates for later years. It is believed, however,
that they are fairly representative of the level of expenditures in the pre-war years.
The new estimates point to much lower levels of expenditures in the pre-war years,
particularly in the case of expenditures of United States travellers in Canada, than
tha ostimntes originally published.

Interest and Div idonds on Securities

This item is limited to interest on bonds und debentures and dividends paid
on s%osl, The earnings of externally ovmed concerns which are reinvested in Canada
are not includeds Some remittances of incame on investments other than securities,
for which data are available for the period from 1940 to 1945 for the first time,
have been included in the item "All Other Current Transactions". Estimates of these
miscellaneous income items have been included in the latter item for the pre-war years
as well,

Revenue accruing to residents of enemy 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 accounte.

Freight and Shipping

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 allow for the U, S dollar cost
of prepaid freight on exports to the Sterling Area.

Ocoan shipping transactions include: 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, revemue of Canadian
companies from the charter of ships and expenditures in Canada on account of British
and foreign ships.

All Other Current Transactions

This item includes govermment expenditures, a wide range of miscellanseous
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 another, its varied composition should
be taken into consideration., 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 others,

Government expenditures are more important in the years 1941-1945 than in
previous years. and represent the bulk of the item in the account with Empire Count-
ries in these years. The expenditures of the Dominion goverrment in connection with
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the maintenance of the Canadian armed forces overseas is the most important part of
the government sxpenditurss among the debite, and the expemditures of the British
govermment on air training and other wartime activities in Canada, and the expendi-
tures of Australia and New Zealand on air training are the most important among the
credit entries for govermment expenditures in the account with Empire Countries.
Paymants by the Canadian govermment for imports of goods and by the British or
Alljed governments for goods exported, ars, of course, not included in this item az
they are part of the item "Merchandise Trade", ' Nor does thls item include govern-
ment transactions belonging to the capital account such as official repatriations,
changes in official balances and capital expenditures by the United Kingdom Goverm-
ment., ,

Also included are variable transactions such as Newfoundland's balance of
United States dollar receipts which, from 1941 to 1945, were heavier than usual
‘chiefly owing to the expenditures of the United States Govermment on bases in Few-
foundland, The expenditures of the United States Government on the Alaska Highway
and other developments in Canada are also an important source of oredits included
from 1942 to 1945, In 1943 these expenditures were so heavy that they became a .
dominant element in the credit iteme In 1944 an important part of other current
debits in the account with the United States is made up of special payments to the
United States Treasury to cover the repurchase of air fields and telephone line and
other settlements.

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

The item also includees miscellansous remittances of income for which data
first became available from sources developed in 1940, These remittances cover in-
terest on mortgages and loans, rents, crop share rentals, profits from speculation
and certain types of business, income received by Canadians from foreign estates
and trusts, eta. Estimates of this miscellaneous income have been included for the
pre-war years as well,

Balancing Itemw

This is a bslancing item betwesn the ourrent 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 onme another. In the years 1940 to 1945, this relationship exists
in the accounts with the Empire and the Non-Empire as well as in the statement with
all countries due to exchange control and the consequent existence of two distinct
accounts., In statements for the years 1937 to 1939, this relationship only applies
to the account with all countries sinoe in the period before exchangs control,
balances in the account with sterling area countries were freely comnvertible into
United States dollars,
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CANADA'S INTERMATIONAL INVESTMENT POSITION

Canada has traditionully been one of the prominent debtor nations.
Liabilities to other countries in the form of external capital invested in Cana-
da have exceeded Canudizn owned uassets abroad by very substential amounts.
Although the balance of Canadian indebtedness to other countries was materially
reduced during the war, Canada was still a debtor nation at the close of the wan
The balance of Canadian indebtedness to other countries at the end of 1945 is
estimated at about § 33 billion, gross liabilities to investors in other countries
being close to § 73 billion and gross external assets amounting to about § 33
billion if Canada's liquid reserves in U. S. dollars and gold and Canadiuan govern-
ment credits to other countries are added to privately owned Canadian invest-
ments abroad. This compares with a net external debt of over $5 billion at
the end of 1939, and an amount of more than $6 billion in 18930. Also generally
reflecting the debtor position are the net payments made by Canada to other
countries in the form of dividends and interest on bonds and debentures. These
payments exceeded receipts of income from abroad by £177 million in 1945, compa-
red with $<49 million in 1939, and $<89 million in 1330. Net income accruing
to non-residents was considerably larger than this in 1945, however, as payments
of dividends by Canadian companies owned abroad were muchh lower than eurnings
in that year, But more significant than the net investment position are the
composition and geographical distribution of total external liabilities and as-
sets which are very diverse in nature.

Along with the reduction in the net indebtedness of Canada to other
countries during the war were appreciuble changes in the character and composi-
tion of Canada's international liabilities and assets and in the geographical
pattern and currency significance of the position. Total foreign investments
in Canada had a total value close to the total in 1938 but a larger percentage
of the total, 70 %, represented investments held in the United States, a large
reduction having occurred in British owned investments in Canada. At the same
time there was a basic change in the composition of Canadian assets abroad.

The holdings of United States securities by the Canadian public declined while
there was a large increase in Canadian official liquid reserves in U. S. dol-
lars and gold, if the latter is regarded as a foreign asset because of its rea-
dily convertible character. Thus the balance of Canadian indebtedness to the
United States remained close to $3 billion if gold and other liguid assets in
the United States are included in the calculation, while the balance of Cana-
dian indebtedness to the United Kingdom along with some investments held there
for other countries was reduced to approximately § 1 btillion if government in-
debtness is excluded which was later settled in the Settlement of War Claims of
March, 1946 between Canada and the United Kingdom. At the same time the value
of Canadisn assets in the rest of the world, including export credits to foreign
countries which had been disbursed by the end of 1945, exceeded indentifiable
investments in Canada owned by all countries other than the United Kingdom and
the United States by a considerable amount. The position with recpeect to in-
dividual overseas countries, of course, varies widely, Canada being a creditor
in some cases and a debtor in others, although the amounts in most instances
were still relstively small in 194S5.

There are some striking contrasts in the composition of Canada's in-
ternational assets and liabilities. A major part of the assets are owned by
the Canadian government in the form of cash balances, gold, and loans to other
governments, the Canadian dollar value at the end of 1945 of these assets
being #1,279 million, $388 million and $707 million recpectively.
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Privately owned assets abroad in the form of foreign securities and properties
ovned by Canadian companies and individuals amounted to a minor part of the
total value of all assets at the end of the war, whereas at the beginning of
the war they constituted most of the totel. The direct investments of Canadian
companies in 1945 had a value of about $720 million and portfolio investments
of Canadian individuals and corporutions had an estimated value of $621 mil-
lion. But, there is a considerable non-resident equity in some of the direct
investments abroad of Canadian companies, as in some important instances the
latter are the Canadian subsidiaries of foreign owned companies or are publi-
cally owned Canadian companies with many portfolio shareholders residing out-
side of Canada and income originating abroad is eventually received by non-
resident shareholders. Since in the case of Canadian insurance companies

and banks with operutors abroad there are the liabilities arising from their
businesses outside of Canada also to be considered, the investments of these
institutions have not been included among Canadian assets abroad.

While a substantial portion of Canada's liabilities abroad is re-
presented by non-resident holdings of the bonds of Canudian governments as
well as railway and corporation issues, there is no inter-governmentsl in-
debtedness in Canada's liabilities abroad. 1In,addition to the large con-
tractual portion of Canada's external debt giving rise to regular payments
of interest tnere is the large non-resident "equity" interest in Cunadian
businesses, & specially significant part of which tekes the form of the di-
rect investments by foreign companies in Canacian branches and subsiéiaries.
These investments also give rise to large remittances of income which fluc-
tuate however in accordance with business activity and other factors.

Because of the substantial non-resident interest in Canadian com-
panies with direct investments abrosd it is necessary in calculating the ba-
lance of indebtedness to made allowance for this situation. The figure of
gross lisbilities used in calculeting the balance of indebtedness therefore
includes about $226 million in 1945 representing the non-resident investors
equity in the external assets of Canudian companies with branches and sub-
sidiaries abrosd. In tables showing the distribution of British and foreign
investments in Canada these externally owned assets are excluded.

BRITISH AND FOREIGN INVESTMENTS IN CANADA

At the end of the war the total value of British and foreign in-
vestments in Canada is estimated at §$7,095 million. While the exact dis-
tribution of ownership of this total is not known, &n indication of the
ownership is given by the countries in which the securities are held.
Investments held in the United Kingdom are estimsted to have had & book.
value of $1766million. Besides including British owned investments this
- total also includes some investments held in the United Kingdom by nominees
for regidents of other countries. The value of investments held in the
United States at the same time had a book value of $4,982 million. While
generally indicative of the Americesn ownership, this total also includes an
indeterminable amount of securities held in the United States by nominees
for residents of other countries. The remaining amount of external capital
invested in Cancda, § 347 million, was owned in other overseas countries.
The total investments in Canada owned in these other overseas countries would
include therefore the $347 million plus the indeterminable zmounts included
in the British and United States totals shown.

The total value of all non-resident investments in Canada st the
end of 1945 wes very close to the amount at the end of 1939. Wide changes
occurred however in the distribution of ownership, there being a charp decli-
ne in the value of United Kingdor investments in Caneda and substantiel
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increases in investments of the United States and other countries in Caneda.
This total of non-resident investments in Canada was considerably less than
in earlier periods, however, being exceeded by the totals in both 1933 and
1920 as shown in the asccompanying summary of non-resident investments in
Canade, 1926 - 1945. But the investments held in the United States and in
other overseas countries in 1945 were much higher than in earlier periods,
whereas the level of United Kingdom investments in Canade was lower than in
any period for a number of decades.

Summary Non-Resident Investments
in Canada - 1926-1945.

— i ————

(Millions of Canadian Dollers)

1926 1920 1933 199 1945
Held in United Kingdom 2,636.3 2,766.3 2,682.8 2,4%6.9.1,776.0
Held in United States 5496.3 4,659.5 4,491.7 4,151.4 4,982.0
Held in Other Countries 170.0 188.0 190.0 286.0 247.0
Total - 'y et VI PR
Non-Resident Investments €,002.6 7,615.8 7,364.5 6,913.37,848.0

. >4 i ———

By the end of 1945 about 43 § of the externsl capital invested in
Canada was represented by holdings of bonds and debentures compared with
about 56% in 1939. The proportionate decline was even greater in the case of
British investments in Canada because of the official repatriztions of Dominion
and C.N.R. bonds, but the percentuge .of United States capital invested in bonds
was also a little less than in 1939, even though the total holdings of Canadian
bonds in the United States increased from an estimated $2,095 million in 1939
to $2,357 million in 1945. The proportion of total Canedian bonds outstanding
represented by the bonds held in the United States was, however, much less in
1945 than in 1939 because of the extent of wartime financing by the Dominion
Government through sales of bonds to Canudiens. At the end of 1939 Canadian
bonds held in the United States represented about 21% of the total of slmost
$10 billion of outstanding Canadian issues. By the end of 1945 the United
States holdings amounted to approximately 11% of something over $22 billion of
Canadian bonds outstanding. The proportion of all bonds held outside of Cane-
da in 1945, of course, dropped even more because of the sharp decline in
British holdings. While the proportion of Canadien indebtedness in the form
of funded debt owned abroad declined snarply during the six wartime years,
the increase in the absoclute amount of Canadian bonds held in the United
States should not be overlocked for this gives rise to increased lisbilities
in the future when the bonds are redeemed and to lerger current payments of
interest to the United States. The interest paid on this lerge debt held in
the United States represents a rigid element in the substantial jtem of debits
on income account with the United States. 1In 1945 the Canadian equivalent of
the interest paid to the United States on Cantdian bonds and debentures is
estimated st about $108 million.

Another significant aspect of the increase in Canedien bonds held
in the United States is the extent of the increazse which occurred in Cane-
dian domestic issues in contrast to Canadian issues payable in U. S. dollers.
The major part of the increase in United States holdings of Canadien bonds
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occurred in the domestic group of Dominion Victory Bond issues floated in Cana-
da during the war. Although there were very heavy gross sales of outstanding
Canadian issues payable in U. S. dollars & very large pert of these were off-
set by the redemption of large Dominion issues as well as redemptions of many
provincial, municipal and corporate issues maturing during the wertime period.
Consequently while there was a substantiel reduction in the outstanding amount
of Canadian bond issues payable in U. S. dollers or with the option of payment
in that currency, there was some incresase in the aggregate amount of issues in
this group held in the United States.

While the proportion of direct issues of the Dominion government held
in the United States declined sharply during the war there was a very substan-
tial increase in the proportion of Canadian National Railway und other Dominion
guaranteed issues held there, as well as more moderate increases in the propor-
tions of provincial and municipal issues held in the United States. 1In 1945
about 4% of ell outstanding Dominion direct issues were estimated to be held
in the United States. In the case of Canadian National Railway and other gua-
ranteed issues over one-half were held in the United States while about one-
third of provincial issues were held there and probably close to one-quarter
of municipal issues, and there was only a small change in the proportion of
United States holdings of other corporation bond issues.

The reletive position of non-resident investments in Canadian in-
dustry at the end of the wer is not as clearly delineated as in the case of
foreign holdings of Canadian govermment bonds. There has been an appreciable
increase in the value of non-resident ownership of Canedian industry, apart
from the Canadian National Railways. Most of this, 3419 aillion, has occur-
red in investments by United States companies in bruncnes and subsidiaries
in Canada and is discussed at greater length in the section on "United
States Direct Investments in Canada".. There has also been a considerable in-
crease, $106 million, in American portfolio investments in Canadiazn railway
end industriel stocks, as well as the increases in holdings of C.N.R. bonds,
but the reduction in British holdings of Canadien railway issues repatriested
during the war was much greater than the increase in Canadian National Rail-
way bonds held in the United States. Investments by other countries have
also increased moderately and at the same time some British investments in
Canadien industry have increased in value, although the total British invest-
ment in Canadian industries and railwuys has been sharply reduced by offi-
cial repatriations and sales of securities in Canada.

Total non-resident investments in Canadien businesses, excluding
the Canadian National Ruilways, have increased from $4, 4] million to $4,7
90 million, but if estimated non-resident holdings of Canadien National
Railway bonds are included the gross externsl investment in all Canadian
businesses has increased only from $4,985 million to $5,154 million. This
increase in the narrower field of privately owned industry and commerce is
small in relation to the great expansion in capital employed by Canadian in-
dustry during the war. Most of this expansion was directly financed by Cana-
dian sources. The capital assistance to Canadian industry by the Canadian
government amounted to over $800 million in the form of fixed assets alone.
In addition there was during the war a large growth in the amount of working
capital employed financed by both the government and private Canadian sources,
as inventories of materials and goods in process grew with the development
of production. Another notable development in the financial position of
Canadian companies was the heavy investment of surplus funds in marketable
securities, mainly issues of the Dominion government.
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At the same time the funded debt of Canadien corporations has been reduced.
Besides the government investments in munitions plants and other fixed assets
there were some substantial new investments by Canadian industries in- plants
and equipuent, as well.

A valuation of total capital employed in Canada at the end of 1945
comparable to st:tistics on capital employed at the opening of the war is not
svailable, because of the diversity of the wartime changes in capital inves-
ted, uncertainties as to the future value of some assets in & peacetime econo-
my, &and uncertainties as to the relative extent of depreciation which occur-
red during the war in Canads's physical equipment. The relative extent to
which the position of some individual non-resident owned companies may have
altered in relation to Canadian owned industry is also difficult to evaluate,
particularly under conditions of & high level of economic activity and chan-
ging demands.

In 1939 when a valuation of total capital employed was avsilable,
non-resident ownership of Canedian manufacturing enterprises constituted about
42% of the total capitul invested with wide variations in the position of
different groups of industries as shown in the accompanying stutement, non-
resident investments in textiles being only 17% of the total capital inves-
ted in the industry compared with 79% in the chemical industry. In mining
and smelting, railways and other utilities, and financial institutions the
corresponding percentages were 40, 45 uzand 43% respectively, while in mer-
chandising establishments the non-resident proportion was very small.

PERCENT OF BRITISH AND FOREIGN OWNERSHIP
OF_CANADIAN INDUSTRY - End of 1939.

Type of Industry %_of Non-Resident Ownership
All Manufacturing enterprises 42

Vegetable products 43

Animal products ea

Textiles 17

Wood & paper products 47

Iron & its products 34

Non-ferrous metels (1) 77

Non-metallic minerals 46

Chemicals and allied products 79

Miscellaneocus manufactures 56
Mining & Smelting companies (Z) v 40
Railways and Other Utilities 45

Steam railways o7

Power Companies & Commissions 25

Other Utilities $
Merchandising establishments 9
Total of all above concerns &8
Financial Institutions 43

(1) Includes smelting of imported ores.
(2) Smelting restricted to domestic ores.



4L

The increase in the book value of non-resident investments in Canadian
business between 1979 and 1945 amounted to about £219 million. More than this
anount occurred in the groups of industries undergoing wartime expansions in
which investments of Canadian capital were also heavy like the metal and chemicals
industries. It is not likely that the ratio of non-resident investments has chan-
ged widely in such groups as agricultural and vegetable products, textiles, ani-
mal products, non-metallic minerals, merchandising, mining and financial institu-
tions. But in rzilways and other utilities the non-resident investment now repre-
sents a considersbly smaller purt of the total.

P .l
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UNITED STATES DIRECT INVESTMENTS IN CANADA

The direct investments of United States businesses in Canada in bran-
ches, subsidiaries and controlled companies makes up an important group of United
States investments in Cenada. The aggregate value of these direct investments is
great, amounting to $2,3500 million at the end of 1945 compared with $1,881 mil-
lion at the end of 1939, or an increase of $#419 million or 22% during the six
wartime years. While this increase stands out in comparison with the moderate
decline in this group of investments that occurred during the decade before the
war, it represents a relatively small increase compared to the sharp rate of
expansion which occurred in the value of Americen direct investments in Canada
between 1926 and 1930, when the total value increased in four yeurs from §1,402.
5 million in 1926 to $1,992.7 million in 1930, or a gain of 42% during the four
pre-depression years of rapid expansion. Changes in the aggregate between 1350
and 1939 were relatively slight, there being a moderate decline in the value.
But the prewar period was characterized generally by under-investment and low
levels of economic activity. The increase during the war of $419 million should
be considered along with the "fixed capital assistance" to Canadian industry of
over $800 million financed by the Canadian government during the war as well as
other new industrial expansion financed internally. The wartime increase in
American direct investments mainly arose from reinvestments of earnings as only
a minor part of the increase in value resulted from direct inflows of capital
to Canada during the period. Although increases were fairly general, they main-
ly occurred in industries undergoing sharp wartime expansions, such as iron and
its products and non-ferrous metals, chemicals and allied products, and mining
and smelting. Direct investments in merchandising and financiual companies also
increased appreciably. The most substantisl reduction in direct investments
occurred in public utilities and there was salso a moderate decline in invest-
ments in the animal products group of industries.

Up until 1944 there were only a relatively few new direct investments
made, but in 1944 there was a considerable influx of capital for the establish-
ment of new investments and this apparent wartime accumulation continued in
1945 when there were also further reinvestments of earnings as in earlier years.

BOOK VALUE OF UNITED STATES DIRECT INVESTMENTS IN
CANADA IN COMPANIES CONTROLLED IN THE UNITED STATES
BY FORMS OF INVESTMENT

1926 - 1945
(Millions of Dollars)
1926 1930 1933 1939 1945 (x)
Capital Stock 1000.0 1329.4 1271.6 1289.2 1608.0
Bonds B u6 + 336.3 %38.3 305.8 290.0
Other Investments 214.9 SN0 S50 285.9 401.0
TOTAL 1402.5 1932.7 1933.3 1880.9 2200.0

(x) Subject to revision.-
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BOOK VALUE OF UNITED STATES DIRECT INVESTMENTS IN

CANADA IN COMPANIES CONTROLLED IN THE UNITED STATES,
December 21, 1939 and 1945

1929 1945 (1)
(Millions of dollars)

Manufacturing: 988.7 1,786 .0
Vegetable Products 95.5 140.0
Animal Products CTAE) 44.0
Textiles 19.7 8.0
Wood & Paper Products 280.9 516.0
Iron & Its Products 188.0 272.0
Non-Ferrous Metsals 130.3 203.0
Non-Metallic Minerals SLIL(e) NG 50
Chemicals & Allied
Products 88.2 118.0
Miscellaneous &l .8 3020
Mining and Smelting: 197.8 252.0
Railways and Public
Utilities: 396.8 355.0
Steam Railways 80.8 85.0
Other Utilities £18.0 270.0
Merchandising: 118.3 ' 155.0
Financisal: 125.9 199.0
Miscellaneous: b5.4 54.0
Grand Total +360.9 2,300.0

(1) Subject to revision.

More than half of the total direct investments in Canade are in manu-
facturing, or $1,285 million. The total velue of these American companies con-
trolled in the manufacturing field probably represemts close to one-third of
the totsl investments in manufacturing concerns in Canada, although, as alrea-
dy pointed out, it is particularly difficult to evaluate. these forms of invest-
ment at the present time. In tne broader field of Canadien business;- &ll indus-
trial, mining and commercial concerns including railways and utilities, the
ratio of investments controlled in the United Stutes is much less, possibly
around one-fifth at the present time. But, even the high percentage of American
controlled companies in the manufacturing field in Canada should not be taken as
an indication that Canadian industry in genersl is dominated by United States
companies for the direct investments are widely distributed through a great many
companies and the percentage of American controlled companies varies considerably
in different industries. 1In some industries like the manufacture of automobiles,
rubber goods, electrical appliances and the refining of petroleum the United
States controlled companies predominate.
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They are aluo predomirant in non-ferrous metals and in chemicals. But outside
of certain industries of which these are examples, the United States controlled
groups are less i.portant and there are many industries and trades in which the
leading firms snd the predomineznce of control is Canadian, like the primary iron
and steel industry and cotton textiles and merchandising. In other branches of
industry the American controlled portion, while representing a large part, ne-
vertheless shares the field generally with Canadian capitasl as is the case in the
pulp &nd paper industry &and mining.

In appraising the extent and significance of American control, the wide
diffusion of American direct investments should be borne in mind and the extent
to which competition exists among the competing American controlled firms in en
industry in Canada, as is illustrated in the automobile and petroleum industries.
It is also notable that the extent of control and degree of management of many
companies by parent companies varies, making it difficult to generalize regarding
control. The investments have been selected for inclusion in the direct invest-
ment category generally when American ownership constitutes fifty percent or
more of the capitalization of a concern. But there are some exceptions to this
general rule where investments have been included when they represented less
than fifty percent of the capital. These have been limited to instances, how-
ever, where close affiliation and control by the United States company are known
to be well established. There are therefore some investments by United Stuates
companies in minority holdings of stock of Canadian companies which are. not
included in the compilation although in meny cases the relations between the
Canadian and American company may be fairly close because of business arrange-
ments. At the same time certain companies heave been included in the classifi-
cation when fifty percent or more of the capital is owned in the United States
even though the American ownership may be widely scattered and there may be no
one conpany in the United States controlling the concern. The group of control-
led companies has therefore been compiled on a busis which does not attempt to
reveal the selective qualitative factors of control which muy exist. The data
represent potential control ruther than en attempt to anulyse the actual extent
to which American industries actively exercise control over Canadian industries.

The branch plants occupy & more important pluce in the Cunadian econo-
my than their value suggests for the existence of this group of investments leads
to close business reletionships between Canada end the United States. With
many companies there are in use common designs, and research and sdvertising
facilities, as the Canadian products zre comparable to the products produced by
the parent companies in the United States. This is particularly importent in the
field of durable goods, especially consumers durable goods. The United States
is therefore an importent source of supply for companies producing in this field
as components and materials are often bought from parent compznies or related
producers in the United States. The Cancdiuan balance of pcyments with the United
Ststes is therefore affected in many respects by the inter-company relationships
which have grown up. Besides the heavy imports of parts and materials from the
United States, there are numerous payments for menagement and professional ser-
vices, royalties and research as well as the payments of dividends and profits
to parent companies and other investors in the United Stutes. Other branches
and subsidieries have been estzblished in Canadu as a source of supply for the
American parent companies and lead to exports of materials and supplies requi-
red in the United States as in the case of wood pulp and certein kinds of mi-
ning. The production in Caneda consequently increases the extent of proces-
sing in Canada of many Cenadian raw materials. The existence of Imperial Pre-
ferences nas often been advanced &s & reuson for the estsbiishment of many
American companies in Canada, and the existence of overseas markets in Empire
countries has norrmally made it possible for many companies to maintuin an
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economic level of output. Overseus markets have also been allocated to Canadian
subsidiaries by parent companiec to maintain output of the subsidiaries.

The concentration of more than one-half of the totsl American direct
investments in a small numbter of concerns should be noted. More than one-half of
the United States-owned direct investment or $1,132.8 million in 1944 was repre-
sented by investments in forty branches, subsidiaries or controlled compunies in
which the United States investment amounts to $10 million or more. Furthermore,
more than another one-quarter of the remaining American investment is in concerns
where the investment is between $1 million and $10 million. 1In this group there
were 226 firms in 1944 with an averuge investment of between $2 million and $3
million. The result is that only & minor part of the direct investments, about
18%, or $399.5 million was distributed between 1,503 companies or 85% of the to-
tal number of companies in Canada controlled in the United States in which the
investment is significant. There is also an indeterminate number of small bran-
ches where United States investment is of negligible size. In the group of
1,503 smeller companies in which there is some significant amount of capital in-
vested the average value of investments is relatively small or some $65,000
per firm. The value of the total investment in this group of compunies is rela-
tively small in relation to total investments in Canadian industries. Because
of thelr number these firms may sometimes give rise to impressions of widespread
penetration even though their production is relatively small in totel. Their
significance lies more in certain industries where United Stutes firms predomi-
nate rather than in their aggregates as a group. From the point of view of the
value of investments and of production, the main significance of American direct
investments lies in the activities of a relatively smull number of companies,
the 40 larger concerns with investments of $10 million or over and the 226 firms
with investments ranging between $1 million and $10 million. These two latter
groups account for more than 80% of the total of American direct investments.
While it is difficult to arrive at the total number of business firms in Caneada,
some indication of the number of companies is given by the number of active
companies reporting tax returns to the Department of National Revenue. For
the tax yesar 1944 there were 25,307 active taxable companies reporting. In ad-
dition there are the large numbers of unincorporated business firms which are
Canadian owned, particularly in the merchandising and services fields.

The value of investments shown is the book value as carried in the
balance sheets of the Canadian companies. In the case of holdings of stock,
some of the stock of the companies controlled in the United States is quoted
on Canedian stock exchanges but approximately two-thirds of the total book vualue
of stock holdings is made up of issues which are not quoted on Canadian ex-
changes and for which the only avuailuble besis of valuation is the book value.
1t happens thut the book value of the marketable securities has been much less
than the market pricés prevailing in recent years. At the end of 1945 the mer-
ket value of the group of gquoted stocks was approximately twice the book value
in the aggregate. This difference between book and market value was concentra-
ted in & relatively small number of issues of stock and was particularly wide in
the mining field and in the non-ferrous metal industry and in petroleum refining.
The excess of the market values over the book values was approximately #700 mil-
lion at the end of 1945, and presents an alternative basis of evaiuating the in-
vestments. In comparing the total American direct investments in Canada, how-
ever, with other datz on investments in Canada it should be noted that for the
most part these are on a basis more compurable to the book value than the mar-
ket value. The book value is therefore more relevant in compering tne American
direct investments in Canada with total Canadian investment in Cenzdian industry
and commerce. 1t is a better reflector of reinvested ezrnings and new invest-
ment.
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UNITED STATES PORTFOLIO INVESTMENTS IN CANADA

Portfolio investments in Canadian securities owned or held in the
United States increased to about $2,552 million in 1945 from $2,165 million in
1939, apart from any chunges in the scattered individual holdings of securities
included in the total United States investments in branches,.subsidiaries and
controlled companies which have been included in the direct investment group
discussed above. Some of the latter investments are made up of a large number
of individual holdings of stocks and bonds in companies which are controlled in
the United States and consequently for analytical purposes specified as American
direct investments in Canada. Most of the total of portfolio investments is
made up of holdings of Canadian bonds wnich amounted to $2,068 million in 1945,
exclusive of the $289 million bonds of railways and other companies controlled in
the United States. The principal changes and relative significance of the in-
crease in United States holdings of Canadian bonds have already been discussed
above. In addition to the bonds of Canadian governments and Canadian control-
led companies, in the $2,068 million total there is an indeterminable part of
the American holdings of bonds in United Stutes controlled companies in Canada
which might also be regarded as portfolio investments from some points of view .
The total bonds of American controlled companies held in the United States by
parent companies and others in 1945 was $289 million. Besides the portfolio
investments in bonds there were the United Stutes holdings of stocks of Canu-—
dian controlled companies which at the end of 1945 had a book value of $460 mil-
lion and a much higher market value at the same time. This marked an increa-
se of $106 million over the book value of the corresponding group of United
States investments in 1939. As well as reflecting net sales of stock to United
States investors, the increase also reflects a considerable increase in the
book velues arising from re-investments of earnings by the Canadian companies
during the six year period. The value of United States holdings of stocks
of the Canadian controlled companies which were quoted on Canadian stock ex-
changes had a value of considerably more than $500 million at the end of 1945
when prices of stocks were at a higher level tnan they had been for a period
of years previously. In addition to the portfolio holdings of stock in Cana-
dian controlled companies, there was also an indeterminable amount of the hol-
dings of stock of Canadian compunies controlled in the United States which
in many respects are comparable to portfolio holdings, and also investments
of about $13 million in the capital stock of Canadian compunies controlled in
the United Kingdom and various other small items.

Miscellaneous investments by United States investors in Canada in
i4ddition to the direct and portfolio investments are estimated at $130 mil-
lion in 1945. Making up this amount are estimates of & great variety of as-
sets in such forms as mortgages, agricultural lands, summer homes and other
residential properties, commercial real estate, prospecting, estates and
trusts, investment companies and other assets administered for persons or
corporations in the United States. Balances in Canadian banks owned by
United States residents ure not included in the stetistics of United States
investments in Canada. Short term commercial indebtedness is also excluded.
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BRITISH INVESTMENTS IN CANADA

Totel British investments in 1945 of $1,766 million, including some
investments held in the United Kingdom for owners living elsewhere, can be
roughly divided into portfolioc investments of §1,312 million, direct invest-
ments of about $268 million, and miscelluneous investments of $85 million.
These totals at the end of the war compare with totzl British investments in
Canada of $:,476 million at the end of 1929, of whieh portfolio investments
were $1,990 million, direct investments $366 million, and municipal invest-
ments $120 million. Most of the large reduction in British investments in
Canada has occurred in portfolio holdings of securities, particularly Dominion
government and Canadian National Railway issues. The par values of the reduc-
tion in holdings of these two groups of issues arising from official repatria-
tions were $:28 and $403 million, respectively. There were also some substan-
tial repurchases of other Canadian Nationsl Railway issues through private ca-
pitel markets in Canada. Retirements of Canadian bonds in addition to the
officiel repatristions amounted to approximately $125 million during the six
years &nd a considerable part of the other repurchases of $168 million of Ca-
nadian securities wuas slso made up in bonds. While these security transactions
cover the principal reductions in British irvestments in Canada, there were
other changes in the value of investments in the other direction during the
same period. As the book value of British holdings of Canadian securities in-
creased substantially the net decline in the totel value of British invest-
ments in Caneda during the six years is considerably less than the reduction
indicated by the security transactions alcne. The book value of British
holdings of Canadian stocks increased substantially, and even though there
were large repurchases of issues by Lanadians the totsl book value was much
higher at the end of the war than at the beginning.

More than one-half of the portfolio investments in 1945 was made up
of holdings of stock in Usnadian companies controlled in Canede or the United
States, $688 million being the book value of the stock of companies controlled
in Lenada, and $57 million the bock value of stock in companies controlled in
the United Stetes. The major part of the value of stock in Compsnies control-
led in Canada was made up of railway stock, the boock value of which was consi-
derably higher than the market value. 1In the case of many of the other stocks
held, however, the bock values at which the issues sre included in the totals
were much lower than the market values at the end of 1945 and the result is
that in the aggregate there was no wide difference between the total bock
value and total market value of British holdings of stock in the Canadian
compsnies at that time. Holdings of Canadian provincials, municipals eand cor-
poration bonds made up the bulk of the remeinder of British portfolio- invest-
ments in Cenade, having an estimated par value of $565 million in 1945 exclu-
sive of $23 million bonds of companies in the British direct investment group.
As maeny of the bonds held were issues payuble in sterling only the par value
was considerably higher than the Canadian dollar equivalent of the bonds at
the prevailing exchange rate but the market values, however, were probably not
a great desl less than the par values in the aggregate as many of the issues
were selling &t a premium. More than one-half of the holdings of bonds was
made up of railway issues which amounted to $316 million, provincial and mu-
nicipal issues totelled $40 and $112 million, respectively, and portfolio
holdings of other Canadian corporation issues were £97 million.

In addition to the above portfolio holdings of stocks and bonds
there was a further estimated $85 million of miscellaneous investments,
some of which had a portfolic character. These were constituted in the main
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by the Canadian assets of investment companies, estetes and trusts, mortgages
and other real estite investments and other @ssets adminicstered for residents
of the Unitad Kingdom.

Britisn 4irest ipvastrments in oranches, subsidlaries and cantralled
companies in Cansda hed a value of about $368 million in 1945 compared with
3965 million in 1939. While the industrial distribution of the investments
was not widely different in the latter year, there was some change in composi-
tion, the amount of investments in the form of bonds being smsller and the
investments represented by capital stock being greater. A large part of the
direct investments was concentrated in certein fields of business. Invect-
ments in financial and insurance companies amounted to $117 million, the insu-
rance compenies being about $62 million of this. A large part of the invest-
ment in manufacturing of $157 million was primurily in consumer goods indus-
tries, such as vegetable products and textiles, with investments in the pulp
end paper industry also being substantial, but there was very little invest-
ment in the metul and durable goods industries in contrast to heavy American
direct investments in these industries in Canada. Investments in merchan-
dising amounting to $51 million were next in importance, while there was
only $23 million invested in mining and $15 million in utilities.

Value of British Investments in Canadian Branches, Subsidiuries and other
Companies Controlled in the United Kingdom,
December 31, 1845.

(Millions of dollars)

Manufacturing 187
Mining 23
Utilities 15
Merchandising ol
Financial 1817
Miscellaneous L
Total Direct Investments 68

In 1944 there were 452 British concerns in Canada included in the
direct investment group reporting investments of a significant size. Of
these 314 were subsidiary compunies or Canadian companies controlled in the
United Kingdom and 138 were uncorporated branches in Cansda of British com-
panies. The number of concerns in the manufacturing industries amounted to
143 while in merchandising there were 138 firms, and 146 concerns in the fi-
nancial field including 103 insurance companies maintaining branches or sub-
sidiaries in Canada. In addition there were 11 mining companies, 6 utili-
ties and 18 other businesses controlled in the United Kingdom. .
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INVECTMENTS HELD IN OTHER COUNTRIES

Investments in Canada by countries other than the United Kingdom
and the United States which can be directly identified are estimated at $347
million in 1945 compared with $¢86 million in 1939. Much of the increase in
value represents reinvestments of earnings as many of the investments were
owned in the countries of Western Europe witn which communications were cut off
during the wartime period. Some of the increases arise from new investments of
* capital from Latin America and other countries which were neutral during the
war. In addition to the above totuls, there ure some apprecisble amounts of
investments held in the United Kingdom and other countries which are telieved
to e owned alsevhere.

Moat of thase investmanta are portiolic invastments which amounted
to about $223 million in 1945 compuared with $177 million in 1929. Holdings of
#108 million of bonds, exclusive of the bonds of companies controlled in this
group of countries were higher than formerly. Likewise portfolio holdings of
the stock of Canadian companies with a book value of $114 million were higher
than in 1939. These portfolio holdings of stock were distributed widely among
nany companies in the railway, utility, manufacturing and mining fields.

Direct investments in companies controlled ubroad had a value of $55 million

in 1845 compesred with $49 million in 1339. About $29 million of direct invest-
ments were in financial companies and about $1l1 million in manufacturing.
Miscellaneous investments amounted to an estimated $£69 million in 1345,

A prominent part of this is muade up of the Canadian assets of investment compa-
nies and other investments zdministered for non-residents as well as mortgages
and real estate holdings.

Basis of Valuutions

It is important to note the basis of valuation employed in arriving
at the stztistics of British and foreign investments in Canuda for no basis
of veluation is ideal for all purposes. In the case of bonds and debentures,
par vslues expressed in Canadian dollurs are shown, issues payasble in sterling
or United States dollars being converted ut the par of exchange. These vulues
are more representutive of the capital invested than tre market values.
In the case of stocks and other investments in corporutions, the hook velues
reflected in the balance sheets of the Cunadien componies are shown. This
provides a more stable basis of veluytions than do murket values. In fact,
over a wide runge of investments, particularly in the field of direct invest-
ments, tnere is no market value availsble. The hbook value of stocks further-
more refleccts the investment or dis-investment of current earnings in Canada.
The valuation bases employed are, therefore, not indicutive of the liquida-
tion value of the investments.

A culculation of the murket values at the end of 1945 of stocks
listed on the Canuzdian stock exchange shows, wnen compared with book values,
that the market value of United States noldings at tne time was much greuter
than the book value for the same group of stocks. In the case of British
holkings of stock tne relutions between book and murket values have been less
consistently in one direction. Prior to 1345 market vuzlues were much lower
thar the book vulues but by the end of 1345 the market values of British
holdings of Canadian stock in the uggregate were very close to the total of
the book values, although there were wide differences in both directions in
the case of certzin issues. With railway issues, book values were purticulorly
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high in relation to market values, while in some other important holdings of
stock the reverse was the case. As regards bond issues, market values would
probably show considerably higher amounts than the par values of many issues,
particularly issues puyable in United States dollars, because of the premium

on this currency at the end of 1939 and 13945. Sterling issues on the other
nand would heve a lower value if calculated in Canudian dollars at the official
rate of exchange ut the end of both years. But, offsetting this to some extent
there would be the higier market vulues as most of the issues were selling at
prices considerabiy in excess of the nominal value.

Canadian investments abroad nave been calculated in terms of Canadian
dollars at murket rates of exchunge becuuse of the necessity of expressing such
e variety of investments in common terms. While the market values of Canadian
Hioldings of United States stocks at the end of 1929 were not widely different
from the book values as shown on the balance sheets of the principal American
companies whose stocks are held in Canuda, there was by the end of 1945 a greater
increase in murket values than in book vulues which had increased azbout 20% in
the interval. Consequently the market value of Canadian holdings of United
Stutes stocks in 1945 were considerably greater than tne book values shown in
the table of Canadiun Investments Abroad. In the case of portfolio holdings
of Latin American and European bonds held there would be a significant diffe-
rence between market values and the par values at which the issues are shown.
Market values of this group of issues in the aggregate have been very conside-
rably depreciated for a period of years.
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) CANADIAN ASSETS ABROAD

Canada's external assets in 1945 were much larger in total and diffe-
rent in composition from ssscts owned in 1939 and eurlier periods, rising from !
#1,865 million in 1939 to $5,715 million in 1845. The most striking change was
the growth in official liquid reserves mainly of United States dollar balances
and gold wnich had a Canadian dollar vulue of about §1,667 million in 1945.
Gold is included in these totals because of its reaudy convertibility into U. §. ‘
dollars and its consequent comparability to other cash reserves. Another pro-
nounced change was the increase in the total of outstunding Canadian government l
credits to other countries which totalled approximately $707 million compared witih
£21 million in 1239. This totul includes export credits under the Export Credits
Insurance Act and advances of about $105 million, about $561 million outstanding v
of the 1942 loan to the United Kingdom and eurlier loans to foreign governments |
of approximately %41 million. There was also an improvement in the value of
Canadian direct investments in businesses outside of Canada which had a vulue of
‘about #720 million. In contrast, portfolio holdings of foreign securities owned
in Canada were sharply reduced to $621 million in 1945 from $719 million in
1929. This decline is less than tne total sales of these securities by private
investors during the period as there was a considerable increase in the book
value of United States stocks =till held in 1945.

Cancdian Assets Abroad, 1930 - 1945

(Excluding investments of insurance companies)
(Millions of Canadian Dollars)

1930 1929 1945
Direct Investments in -

Businesses Qutside of Canada 443 671 720

Portfolio Holdings of Foreign
Securities 842 719 621
Government Credits Zil 31 707
Net External Assets of Canadian Banks 180 (1) (1)
Official Liquid Reserves (<) (1) 444 1,667
1,496 1,865 & WL

(1) Not available.
(2) Including holdings of gold whick at the end of 1945 had a Canadian dollar
value of £388 million.

The direct and portfolio investments mainly represent privete invest-
ments by Canadian companies and individuals abroad. The direct and portfolio
investments abroad totalled $1,341 million at the end of 1945. The major
part of this investment $864 million represents investments in the United
States, while investments in the United Kingdom emounted to $107 million, in
other Empire countries $88 million, and in other foreign countries £282 mil-
lion. These figures exclude the investments abroad of Canadian insurance
companies and banks and official assets such as cash balances, gold and
inter-governmental credits referred to above: Also excluded are relatively
small amounts of miscellaneous investments such as real estute, mortgages,
etc., which are not represented by securities and which are difficult to
evaluate.
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Direct investments amounting to ¢720 nillion made up more than one-
half of the total and the largest part of this amount, $455 million, was in the
United States. The lsrgest part of the remainder, $142 million was in other fo-
reign countries, direct investments in the United Kingdom and otlier Empire coun-
tries being $54 million and $69 million, respectively. It should be noted that
some of these direct investments ubroad are investments by Canadian companies in
wnien there are varying degrees of non-recident interests. The amount of direct
investments in which there is a clear Canadian bene”icial ownership would be con-
siderably less than the totzl of all direct investments by Canudian companies.

Value of Canadian Direct Investments Abroad in Breanches,
_Sucsidiaries, and Controlled Companies, 1945
(In Millions of Canadian Dollars)

Type of bBusiness Location of Investments
Abroad United Uni ted Otner Other Total
States Kingdom Empire Foreign all
_Countries Countries Countries

Railways and Utilities AL (2) 7 20 239

Industrial and Commercial 214 Y| 34 36 B3

Mining and Petroleum 25 - 28 85 1z

Other (1) 1 4 1 (2) 1 6

Total 455 o4 69 142 7260

(1) Exeluding insurance companies and banks.
(R) Amount is less than $500,000.

About one-hualf of the direct investments in the United States is made
up of investments in railwuays and other utilities, the total investment in all
utilities being $212 million. This total is based on the book values of invest-
ments and is high in relation to the earnings, particularly in the case of
steam railways. Direct investments in the commercial and industrial fields
in the United Stutes had a value of about $214 million. A great variety of
types of business are included in this total altnough there is a concentration
in distilleries. Investments in mining and in the petroleum industry, inclu-
ding the transportation of petroleum amounted to sbout $25 million. Most of
the total of %564 million direct investments in the United Kingdom is in the
commercial and industrial field and a considerable amount is made up of invest-
ments by companies in which there is a substantiul non-Canadian interest.

About one-half of the investments of §69 million in otner Empire countries

was made up of commercial and industrial concerns with investments in mining
and smelting and petroleum making up another large portion. There were also
investments in utilities in other Empire countries. More tnun one-half of

the totul cf §142 million invested in other foreign countries was in the pe-
troleum irdustry and the non-Canadian interest in this group of investments wus
particularly large. Iavestments in commercial and industrial concerns in other
foreign countries had a value of about #36 million and investments in public
utilities about #20 million.

Portfolio investments in foreign securities had a book value of about
#621 million in 1945. Of tais $454 million represcnts the approximate book
value of the holdings of stock and $167 million represents the par vulue of
holdings of bonds. The market vulue of the stock in tne aggregute had a con-
siderably higher value tnan the book value in 1945, whereas the market vulue
of the bonds was probably still appreciably less than the par value shown.
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The figures shown for both stocks and bonds is the Canadian dollar equivalent
of the United Stetes dollars or other foreign currencies at the current ex-
change rate.

Portfolio investments in the United Stutes amounted to about £409
million, stocks being 4317 million and bonds $92 million. A detsiled analysis
of Canadian portfolio noldings of United States stocks in 1939 revealed tnet
the total holdings at that time of 380 million were made up of a great many
issues although there were importent concentrations of holdings in some of the
nore prominent issues of United States stocks. About 70% of the total was
made up of industrial and commercial issues, and 15% was in public utility
issues otner than railroeds. The remainder was distributed is smaller portions
anong railroads, mines, financial and other issues.

The external assets of Caunadian banks and insurance companies have been
excluded as tnese ussets must be considered in relation to the external lisbi-
lities of these concerns zrising from tneir position outside of Cunada. Cana-
dian insurance compsnies have large holdings of Britisn, United Stutes and fo-
reign securities but because of the fiduciary nature of the position the lia-
bilities to the policy holders must be considered. Total liabilities outside
of Canada exceed total azssets outside of Canuda. This is possible because the
assets underlying the reserve funds need not all be held in foreign securities.
The relative distribution of assets and liabilities in some countries and cur-
rency areas is different from this however. In the United States, for example,
assets exceed liabilities, whereas in the United Kingdom and some other areas
the reverse is the case. The relative mobility and liquidity of many of the
assets make this possible. Because of this situation and the limited signi-
ficance in the distribution of insurunce assets by countries there have teen
no figures on insurance company investments shown in the table of estimated
Canadian investments abroad.
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CANADTAN BALANCE OF INTERNATIONAL PAYMENTS

Table I - Current Account Between Canada and All Countries, 1926-1945
(Millions of Dollars)

Mutual Aid Net Balance on
Current Net Balance and Other Current Account
Year Current Expendi- On Current Official Con- Excl. Mutual
Receipts tures Account tribution in Aid & Official
- Current a/b Contributions
1926 e 1'665 1,538 + 127 - o 127
1927, otee 1,633 1,643 = 10 - =" | 1)
LR s s 1,788 1,820 « 32 - - 32
1929 ... 1,646 1,957 - 311 - - 311
NI3Q | 1,297 1,634 - 337 - - 337
JIOBH opd S 972 1,146 - 174 - - 174
IS “ota s 808 904 - 96 - - 96
058 % 2% 829 831 - 2 - - 2
19349, =, 1,020 952 + 68 - G NG E
NOBG e s s 1,145 020 el 125 - +- W1
1936 .+ 1,430 1,186 +£ 244 - + 244
1937 ... 1,593 1,413 R 210, - + 180
ROGHN . ote 15361 L7 il ek 100 - + 7 160
SE0L ... . 1,457 1,331 £ || 026 - + 138
1540 ... 1,776 1,627 + 149 & + 149
1L gt 2,458 1,967 + 491 - + 491
HEGAL T (s 3,376 2l cilko + I Slen + 10028 . S
1943 .. 4,064 2,858 + 1206 & 18 + 688
1944 ., 4,557 3,539 + 1,018 + 960 + 58
IGAE i 4,633 2,914 + 1,719 + 1,041 + 678

Table II - Geographical Distribution of the Balance on Current Account
Betwsen Canada and Other Countries, 1926-1945.

Net Receipts o Credits (+); Net Payments or Debits (-)
(Millions of Dollars)

3 3
A1 tnitea ! ggggggig Uni tea (%)

Yoar Countries Kingdom Countries FentioN

1926 cccovenes 4 257 # 58 + 300 - 231
1927 sesenses k4 10 = 19 ik 257 - 24:8
1928 scs0eses e &2 = el + 338 L 349
LB |, 54,5 - 31 - 99 + 225 - 437
1930 ceoceesns - 337 - 106 + 113 - 344
1931 ssersane -’ 174‘ ot 54 + 85 - 205
1932 ®s9eenece i 96 4 14 e 86 = 168
1933 secevsnce - 2 <2 26 is 85 = 115
1934 es s e e & 68 & 46 s 102 - 80
1935 LRI RN ) & 125 & 62 #F 92 - 29
1936 ss0c00s0 G 244 + 122 e 123 - 1
1057 essssvee G 180 # 135 + 122 9] 77
1938 R esnsee + 100 & 127 + 122 - 149
1939 eevseccre o 126 h 137 + 105 — 116
1940 .iennee + g G0 + 343 431" SE8 - 292
194:1 aesvsecas & 491 & 734 o 75 -~ 318
1942 ssessnre ¥ 1,101 + 1,223 i 58 Lol 180
1943 seaccnne ¢ 17206 = R B 3 chi =g = N9
1944 ..ecenes = IO & 1'746 + 241 g 11 8]
e e $i. NGO + 928 #1165 ol e

Including estimated wheat sold in Buropean Countries,

1) Excluding wheat expd}ts diverted to other overseas countries, and exports of gold.
Including all net exports of non-monetary gold,



Table ITII - Revised Estimates of Current Account Between Canada and All Countries

CANADTAN BALANCE OF INTERNATIONAL PAYMENTS

4. Current Credits with
All Countries
Merchandise exports
Tourist and travei
expendi tures
Interest & dividends
Freight and shipping

All other current credits

Total as above

Net exports of non--
monetary golc

Total Current Credits

B. Current Debits with All
Countries
Merchandise imports
Tourist and travel

expendi tures

Interest & dividends
Freight and shipping
411 other current debits

{Millions of Dcllars)

Total Current Debits

"Net balance on Current Account

Excluding all goléd

Including non-monetary
gol

Honetary gold

Including all golc

1926 1927 1g28 . 1990 1530 1931 19352 193% 1934 1935 1936
1,272 "L,28 1,84 o Ao 108 880 801 495 532 648 732 954
152 183 177 198 180 153 114 - 89 106 117 142
e 41 46 61 59 48 37 38 G/ 64 75
96 97 96 92 70 nha 28 44 32 68 80
83 85 88 80 69 59 54 44 43 __ 45 47
1885 1,861 1,748 1,609 1,258 91¢% 758 717/ 909 ' 1L,ER6 18298
20 32 40 5 29 57 70 82 114 17g 132
1,866 -1,665 4,988 13848 - 15287 972 808 829 1,020 1,145 1150
873  1yoR7  AJ208 , X Bne 973 580 98 268 484 526 612
99 100 98 108 92 Al 49 44 50 654 Tico
240 257 278 322 248 330 302 264 268 270 a0
105 109 116 130 103 79 66 66 79 B2 97
121 120 122 125 118 86 89 89 T 78 91
1,588  k,645 13880 - 1,96¥ 15668 1,146 904 f2igIL g2 G20 (ISSHE6
+ 97 - 42 — 7z - 348 - 376 - 231 - 166 = Az = A5 + B + 112
+127 =10 = 2ol . ke Fle - BTET SRS RIETANERS G o 1) + 68 +125 + 244

+ 1 7 +49 + 37 -~ 3 + 33 - + & + 6 S =2 -
+128 = |7 + 17 = S L STTEN o RNl - 93 + 4 + 64 +123 + 244

- 2%




CANADTAN BALANCE Or INTURNATIONAL PAYMENTS

Table IV - kstimated Current Account Between Canada and the United Kingdom, 1926-1936
(Millions »f Dollars)

1926 2927 1928 1920 19850 1981 1982 193% 1984 1935 1936

Credits with the United Kingdom
Merchandise exports (adjusted) (2) 518 271 288 224 174 139 149 188 234 258 £42

Gold exports (1) (1) (63) (27) (16) (59)
Tourist & Travel expendi tures 8 10 *] 9 8 8 7 5 7 7 8
Interest and dividends 2 2 2 2 2 1 h 2 2 2 2
Freight and shipping L5 10 11 B8 L 9 5 3 18§ 21 23
All other current credits 2 12 13 o s Jt 13 14 11 W' ? T

Total Current Credits 852 305 323 256 203 170 176 <14 261 295 %82

excluding gold
Current Debits with the United
£ingdom

Merchandise imports (adjusted) 148 in 194 188 147 85 6l 80 108 110 120
Tourist & Travel expenditures 2 20 19 20 18 14 14 10 10 62 15
Interest and dividends a7 101 100 113 Pl 102 g1 /" 75 76 84
Freight and shipping 8 11 10 12 12 9 81 12 14 21 26
All other current debits 20 21 21 22 17 14 p . 14 13 14 AS

Total Current Debits 294 324 ERs 855 309 R24 190 188 215 233 260
Net Current Account Balance

Excluding Gold +58 -19 -2 -0 -108 -54 -14 + 28 + 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.



CANADIAN BALANCE OF INTERNATIONAL PAYMENTS

Table V -~ Estimated Current Account Between Canada 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 IR 226 285 369
Net exports of non-monetary

gold (1) 30 32 40 37 39 57 70 B8e - 1 | Mg B2
Tourist expendi tures 140 148 163 184 167 141 103 81 96 107 129
Interest and dividends 12 16 20 20 30 25 18 17 20 24 31
Freight and shipping 64 69 68 68 52 28 25 28 32 33 41
All other current credits 65 67 69 61 51 41 174 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 Tz 81 67 52 30 30 36 48 54
Interest and dividends 138 151 169 202 225 221 205 188 189 180 222
Freight and shipping 85 84 92 103 80 61 48 45 55 47 55
All other current debits dow. 8. "W, WS - R - - 60 43 48 58

Total Current Debits 1,018 1,069 1,216 1,3% 1,080 761 530 528 601 632 759
et Current Account Deficit

including all net exports

of non-monetary gold - 231 - 248 - 349 - 437 - 344 - 205 -168 - 113 -~-80 - 29 .

(1) A1l exports of non-monetary gold are included in the account with the United States.



CANADIAN BALANCE OF INIERNATIONAL PAYMENTS

Table VI - Current Account Bet.cen Canada and Other Countries than the United Kingdom and United States, 1926-1936
(Millions of Dollars)

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1956

A. Current Credits with Other Countries

Merchandise exports (1) 481 455 546 435 309 208 177 167 188 189 243
Tourist & travel expenditures 4 5 S 5 5 4 4 3 3 3 S
Interest and dividends 18 23 24 29 7 22 18 19 35 I8 42
Freight and shipping 17 18 17 16 il % 8 8 9 14 16
All other current credits 6 6 6 6 6 & 3 3 3 3 4

Total -- Current Credits 526 507 598 491 358 246 210 200 238 247 310

B, Current Debits with Other Countries

Merchandise imports 73 196 205 209 192 123 91 83 103 313177 140
Tourist & travel expenditures 8 8 i 7 i 5 5 4 4 4 6
Interest and dividends 5 5 6 i 8 17 6 4 4 4 S
Freight and shipping 12 14 14 15 11 | 7 8 10 14 18
All other current debits 28 27 28 28 27 174 'S5 15 115 16 18

Total - Current Debits 226 250 260 266 245 161 124 115 138 156 187
Net Credits on Current Account + 300 + 257 + 338 + 225+ 113 +85 +86 +85- -+ 102 + 92 + 123

(1) Including estimated wheat sold in European countries.
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CANAD%&N BALANCE OF INTERNATIONAL PAYMENTS

Table VII - Transactions Between Canada and All Countries, 1937-1945
(Millions of Canadian Dollars)
1937 1938 1939 1940 1941 1942 1943 1944 1945
A. CREDITS - WITH ALL COUNTRIES
Merchandise exports adjusted 1,041 844 906 1,202 1,732 2,515 3,050 3,590 3,655
Net exports of non-mometary gpld 145 161 184 203 204 184 142 110 96
Tourist and travel expenditures 166 149 149 104 111 81 88 118 -168
Interest and dividends 76 66 57 52 €0 67 59 71 76
Freight and shipping 3 112 g5 102 138 _ 185 221 " 1288 . 13220 ¢ 340
All other current credits 53 46 59 77 166 308 437 345 301
Total Current Credits 1,593 1,361 1,457 1,776 2,458 3,376 4,064 4,557 4,633
Special Gold Transactions(2) A o 2 248 - 22 148+~ 55 08
Capital Credits 622 458 558 283 - 566 1.,.2%% 4T S0 566
B. DEBITS - WITH ALL COUNTRIES
Merchandise imports adjusted 776 649 713 1,006 1,264 1,406 1,579 1,398 1,442
Tourist and travel expenditures 87 86 81 43 el 26 36 58 86
Interest and dividends 3@2 * 307  306: IIS 286 1.2T0 261" 4264 | "2EE
Freight and shipping 137 105 119 1B2. 16T 228 1 298" SN2 Sk
All other current debits 111 114 112 135 220 545 6B8 ), 56V . SN0
Total Current Debits 1,413 1,261 1,331 1,627 1,967 2,275 2,868 3,538 2,914
Special Gold Transactions(2) - . 2 S| 2% 148 55 W8
Capital Debits 794 570 694 471 1,063 1,341 1,354 737 1,222
Billion Dollar Contribution - - - - - 1,000 - - -
Mutual Aid - - - - - - 512 936 940
Contritutions to UNRRA - - - - - - - b 34
Military and Other Relief - - - - - 2 6 2 67
C. NET BALANCES - WITH ALL
COUNTRIES

Merchandise trade adjusted + 265 + 195 + 193 + 196 + 468 +1,109 +1,471 +2,192 +2,213
Net exports of non-monstary gold + 145 + 161 + 184 + 203 + 204 + 184 + 142 + 110 + 96
Tourist and travel expenditures + 79 + 63 + 68 + 61 + 90 + 55 + 52 « 61 + 80
Interest and dividends - 226 = 241 - 249 - 267 -~ 226 - 203 - 202 - 193 - 177
Freight and shipping - 25«10 = 277 6 ¥ 18 = T = &6+ J0 ¢+ 188
All other current transactions =- 58 - €8 ~ 53 - 56 = 63 - 37 = 25] -1,222 - €11
Total Current Account + 180 + 100 + 1261+ 149 + 49] +§, 108 <,206 #LOUS +L719
Special Gold Transactions (2) - - - - - - - T
Capital Accounts = 172 = 112 = 136 = 188 = 497 = 106 = 677 - 48 - 689
Billion Dollar Contribution - - - - - 200 - - -
Mutual Aid - - - - - - - 512 « 936 = 940
Contributions to UNRRA - - - - - - - - 11 - 34
Military and Other Relief - - = - - - 2 = 6 « 13 = 67
Balancing Item(1) = MER#. 12 1o 90 & 30+ r A 7 S Q58 .

- 180 - 100 - 126 - 149 = 491 =1,109 =1,206 =1,018 ~1,71¢

(1) This balancing item reflaects possible errors and
factors which cannot be measured statistically,

the omission of certain

(2) This represents gold or United States dollars received from the United Kingdom
in part settlement of her deflciency with Canada, and used in turn to settle
part of Canada's deficiency with the United States.
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Table VIII - Transactions Between Canada and Empire Countries, 1937-1945

(Millions of Canadian Dollars)

1937 1938 1939 1940 1941 1942 1943 1944 1945
A. CREDITS - WITH EMPIRE
COUNTRIES .
Merchandise exports adjusted 493 442 436 699 1,098 1,541 1,7%5% 1,970 1,954
Tourist and travel expenditures 12 10 9 6 3 2 1 Q &
Interest and dividends 7 5 5 3 ) 7 S 9 8
Freight and shipping 45 43 43 Tev— LLSL 27 148 169 183
War Servicec - - - 20 74 130 128 128 81
All other current credits .* 8 9 18 Q2 T It § 29 58
Total Current Credits 565 508 502 822 1,321 1,826 2,066 2,307 2,266
Capital Credits 118 102 97 116 181 884 20 146 73
B. DEBITS - WITH EMPIRE
COUNTRIES
Merchandige imports adjusted 236 84| ATE 286 2791 - 226 200 196 =23
Tourist and travel expenditures 18 17 13 5 3 2 2 & 2
Interest and dividends 87 83 80 76 68 51 52 56 54
Freight and shipping 47 34 39 36 36 49 47 33 34
Canadian Overseas expenditures - - - 29 97 191 499 1,085 696
All other current debits 19 1] 17 23 33 38 60 56 47
Total Current Debits 406 337 326 403 516 557 850 1,428 1,046
Special Gold Transactions(2) % = 2 hedp iP5 25 143 55 © 3%
Capital Debits 142 155 180 330 990 1,129 586 144 423
Billion Dollar Contribution - - - - - 1,000 - - -
Mutuel Aid - - - - - - 503 834 838
C. NET BALANCES - WITH EMPIRE
COUNTRIES
Merchandise trade adjusted @ 258 + 258 + 259 + 463 + 819 +1,315 41,563 +1,774 +1,741
Tourist and travel expenditures - 6 - 7 - 4+ 3 - - - l: - -
Interest and dividends - 80 - 78 - 75- 73 - 63 - 44 - 47 - 47 - 46
Freight and shipping - 2 + 9+ 44+ 40+ 83 + 78+ 101 +: 136 + 149
All other current
transactions - 11 - 11 - 8- 14~ 34- 80 - 400 - 984 - 624
Total Current Account + 159 + 171 + 176 + 419 + 305 41,269 41,216 + 879 #1,220
SEeRlnl Guld Trhndectionst?) T o o b bl lpde . o L B S iam EonfEa e
Capital Account, - 24 - 53 - 83 - Q14 - 809 - 245 - 566 + 2 - 350
Billion Dollar Contribution - - - - - -1,000 - - -
Mutual Aid (1) - - - - - - - 503 - 834 - 838
Balancing Item (1) (1) (1) + 43+ 4 - 1 - 4 4+ 8 + 1
- 419 - 805 1,269 -1,216 - 879 -1,220

(1) This balancing item reflects possible errors and the omission of certain factors

which cannot be measured statistically.

In the statements of transactions with

Empire Countries and with Non-Empire Countries it reflects mutilateral settle-
ments in the period hefore exchange control.

(2) This represents gold and United States dollars received from the United Kingdom
in part settlement of her deficiency with Canada, and used in turn to settle
part of Canada's deficiency with the United States.
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Table IX - Current Transactions Between Canada and the United Kingdom, 1937-1945

(Millions of Canadian Dollars)

1987 1938 1938 1940 1941 1942 1945 1944 1945
A. CURRENT CREDITS - WITE
THE UNITED KINGDOM
Merchandise exports adjustea %85 %37 332 542 914 1,424 1,636 1,796 1,603
Tourist and travel ex-
penditures dah 8 7 5 & 2 I 2 2
Interest and dividends 2 2 2 2 4 5 4 8 4
Freight and shipping 38 34 34 60 110 114 128 139 145
War Services - - - 10 45 96 104 96 65
All other current credits 8 8 9 17 18 16 16 28 55
Total Current Credits 444 389 384 636 1,093 1,657 1,889 R,063 1,854
B. CURRENT DEBITS - WITH
THE UNITED KINGDOM
Merchandise imports adjusted 148 119 106 13% 137 116 100 94 100
Tourist and travel ex~
pendi tures 16 15 1L & 2 2 2 2 2
Interest and dividends 85 81 78 74 66 50 Gl 55 5%
Freight and shipping 435 30 36 32 28 41 40 28 30
Canadian Overseas ex-
penditures - - - 29 97 et 499 1,085 696
All other current credits 17 7 16 23 29 34 48 53 45
Total Current Debits 309 262 247 203 459 434 740 1,317 926
C. NET CURRENT BALANCES -
WITH THE UNITED KINGDOM
Merchandise trade adjusted + 237 + 218 + 226 + 409 + 777 41,308 +l1,536 +1,702 +1,503
Tourist and travel
expenditures ) I I B e R - - - 1 - -
Interest and dividends - 8% - 79 - 76 - 172 62 - 45 - 47 - 47 - 49
Freight and shipping - 5+ 4- 2+ 2B B2pt TSN 1SSl S S
All other current |
transactions - 9- 9 - 7~ 25 63 - 115 - 427 -1,020 - 64l
Total Current Account + 135 + 127 * 137 + 343 + 734 +L,225 +1,149 + 746 + 928
Mutual Aid and Contri-
buti Included i
A 5 dmyoom HlB0 SaE 1A B T

Credits above)

- D
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Table X - Current Transactions Between Canada and Qther Empire Countries, 1937-1945
(Millions of Canadian Dollars)

1937 1938 1959 1840 1941 1942 19435 1944 1945

A. CURRENT CREDITS - WITH
OTHER EMPIRE COUNTRIES

Merchandise exports adjusted 108 105 104 157 184 117 127 174 351

Tourist and travel expenditures 1 2 2 1 O ¢ U i ) P T Y
Interest and dividends S 3 3 28 il & 1 1L 4
Freight and shipping v 9 9 16 3 13 20 30 38
War Services - - - 10 29 34 R4 3R 16
All other current credits CX) v G20 o £2) 2 4 3 g 4 35
Total Current Credits 1%k . &9.,.7118 186 ,288 168  L7Y . 244 S L8

B. CURRENT DEBITS -~ WITH
OTHER EMPIRE COUNTRIES

Merchandise imports adjusted 87 65 il l SO - A48 LIk A8 U102 | A
Tourist and travel expenditures 2 2 2 o g Sl (Ve TR e Tl
Interest and dividends & 2 2 2 2 i Ak 1 [l
Freight and shipping 4 4 3 4 8 8 7 5 4
All other current debits = ntan e 4 4 2 3 e
Total Current Debits 97 75 8. 130 ,1&6% '12% 1@ - I1il TN

Ce NET CURRENT BALANCES -
WITH OTHER EMPIRE COUNTRIES

Merchandise trade adjusted + 21 + 40+ 33 + 54 + 42+ 7+ 27 + 72 + 238
Tourist and travel

expendi tures — 0 1 - - -~ - - - - -
Interest and dividends ) S L T NI A T o« L 25 LS - S
Freight and shipping + B3 ut UG TIe T Rl E R o SO BT SRR | N5t 54
All other current

transactions o B8 = Laky Al ok VER SR s el s at LG
Total Current Account + 24+ 44 F,39'+ ‘76 + 71 + 46 + 67 % 1355 t 292

— .- - B e -t

Mutual Aid Included
in Credits - - - - - = I Gl (G

(1) Less than $500,000
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Table XI -~ Transactions Between Canada and Non-Empire Countries, 1937-1945

(Millions of Canadian Dollars)
1937 1938 1939 1940 1941

1942 1943 1944 1945

A. CREDITS - WITH NON-
EMPIRE COUNTRIES

Merchandise exports adjusted 548 402 470 505 634 974 1,287 1,620 1,701
Net exports of non-monetary gold 145 161 184 203 204 184 142 110 96
Tourist and travel expenditures 154 139 140 98 108 7 8« plaNg=. 5163
Interest and dividends 69 61l 52 49 55 60 54 62 65
Freight and shipping 67 52 59 62 66 94 140 153 157
All other current credits .45 38 50 39 70 __159 _ 288 188 __ 182
Total Current Credits 1,028 858 956 954 1,137 1,550 1,998 2,250 2,367
special Gold Transactions(?2) - A TR 23 143 55 3%
Capital Credits 504 356 461 167 385 351 657 543 460
B. DEBITS -~ WITH NON-FMPIRE
'COUNTRIES
Merchandise imports adjusted 541 465 536 770 985 1,180 1,379 1,202 1,229
Tourist and travel expenditures 69 69 68 40 18 24 34 56 83
Interest and dividends 2.5 . 284 226 237 218 - 219 1 .208 WReE =008
Freight and shipping 90 74l 80 96 131 179 247 219 188
Canadian overseas expenditures - - - - - - - - 25
All other current debits eS8 & 9 95 81 99 116 138 426 144
Total Current Debits 1,007 924 1,006 1,224 1,451 1,718 2,008 2,111 1,868
Capital Debits 652 415 514 141 75, 222 768" 693 99
Mutual Aid - - - - -~ - 9 102 102
Contribution to UNRRA - - - - - - - 11 34
Miljtary and Qther Relief b= - - - 2 6 9 71
C. NET BALANCES ~ WITH NON--
EMPIRE COUNTRIES '
Merchandise trade adjusted + 7 - 65~ 66 - 267 ~ 351 - 206 — 92 + 418 + 472
Net exports of non- monetary
gold + 145 + 161 + 184 + 203 + 204 + 184 + 142 + 110 + 96
ToukEisit andikravel-expendictures. + 88 # 0.+ ~ 721+ & 58+ 90+ 55+ 55 4 (O e 180
Interest and dividends - 146 - 163 - 174 ~ 188 - 165 - 159 - 155 - 148 - 131
Freight and shipping - 25- 19 - 21 - 3 - 65 - 85-107 - 66 - 31
All other current transactions - 47 - 57 - 45 - 42 - 29 + 43 + 149 - 238 + 1%
Total Current Account + 21 - 71 - 50 - 270 - 314 - 168 - 10 + 139 + 499
Special Gold Transactions(®) i ~ o+ 2348 - 428+ 3ol ie' B
Capital Account ~-148 -~ 59 - 55+ 26 + 312 + 159 - 111 ~ 50 - 339
Mutual Aid - - - - - - - 9 -102 - 102
Contributions to UNRRA - - = = <= et S RS LI — e 57
Military and Other Relief - - - - - - R- 6- 13 - 67
Bulancing Item (1) Ay (i) (1) 4.+ 2% 8- 7% WAL A
~ - - - - +270 +-314 +-168 + 10 --139 - 499
(1) This balancing item reflects possible errors and the omission of certain factors

which cannot be measured statistically.

In the stutements of transactions with

Empire Countries and with Non-Empire Countries it reflects multilauteral settle-
ments 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, and used in turn to settle
part of Canada's deficiency with the United States.
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Table X11 - Current Transactions Between Canade and the United States, 1927-1945

(Millions of Canadian Dollars)

1987 1938 1939 1940 1941 1942 1943

1944 1945
A. CREDITS - WITH THE UNITED STATES
Merchandise exports adjusted 891 «<6B 344 424 566 911 1224 1444 1124
Net exports of non-monetary gold 145 161 184 203 204 184 142 110 96
Tourist and travel expenditures 149 134 137 98 107 79 87 LT 63
Interest and dividends 3. 285 W7 TE9 =ie. 45 34 42 44
Freight and shipping 45 59 46 49 64 928 ilS7 146 134
All other current credits 42 36 Mg Sl L 68 IS2S 274 176 SL6Y
Total Current Credits 803 663 780 834 1045 1461 1898 <035 1740
B. DEBITS - WITH THE UNITED STATES
Merchandise imports adjusted 463 400 472 702 910 1116 1311 1113 1119
Tourist and travel expenditures (6 TR e (o7 AN o) 18 24 34 56 83
Interest and dividends 2l 218, 2201 233 SR04, | FN5 " ¢ 305 ' =208 2104
Freight and shipping B8 1656 ~ Gl A8 alsil s 179 s 247 A 2105 VBB
All other current debits 9@ 7% 76 .7 |90 107 80, 4lE ol
Total Current Debits 880 - 812. 896 1126 1363 1641 1917 2004 ' 1712
C. NET BALANCES - WITH THE

UNITED STATES

Merchandise trade adjusted - 72-132 -128 - 278 -344 - 205 - 87 + 231 + 15
Net exports of non-monetary gold +145 +161 +184 .3 203 +204 +184 +142 +110 + 96
Tourist and travel expenditures + 84 + 68 + 70 + 58 + 89 + 55 + 53 + 61 ¢ 80
Interest and dividends =180 +195 =193 ya0d ~175 %143 7l 168 <5160
Freight and shipping ~ 25 —-16 —15 - 29 — 87 -87 —110 — 73 — 54
ALl cther' cupkentt transactions . = 8L =137 S%34L5 42 —255+ 45 £ili54, = 237 S0
Totsl Turrent Account - 77 =149 ~116 -292 -318 ~180 -19 + 31 -4 2

(1) Includes #280 million special payments to U. S. Treasury.
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Table X111 - Current Transactions Between Canada and Other Foreign Countries,

(Mii]ionD

1937-1945

of Canadian Dollars)

1937 1338 18%9 1940 1841 1942 1942 1944 1945
A. CREDITS - WITH OTHER

FOREIGN COUNTRIL:
Merchandise exports a&ljusted - | ORI YET RN - VT /A I
Tourist and travel cxpenditures 5 5 3. T (RY IR N
Interest and dividends 38 36 25 r<(0) SINGE L7 20 20 24
Freight and shipping e 115 13 13 2 2 3 7 R5
A1l other current credits 3 2 8 8 S 7 14 12 13
Total Current Credits Zehi 4+ 180 195, 120" 32 =88 FNHOONE Al NG
B. DEBITS - WITH OTHER

FOREIGN COUNTRIES
Merchandise imports adjusted 78 65 64 68 75 64 68 88 110
Tourist and travel expenditures 4 3 1 (15 (20 R g (s (1)
Interest and dividends 4 6 6 4 4 % 4 5 S
Freight and shipping 22 16 19 I8 - f2) ). () Ea e
Canadian Overseas Expenditures - - - - - - - - 25
All other current debits 19 22 19 8 ) @ 19 13 16
Total Current Debits IR g UL SR NG SR SN S e s
C. NET BALANCES - WITH OTHER

FOREIGN COUNTRIES
Merchandise trade adjusted +79 +69 + 62 +11 -7 -1 - & + 87 + 457
Tourist and travel expenditures+ 1 + 2 + 2 =11 Ll - - - -
Interest and dividends 8 €30 410 +38 Hili2n B LF Priel g TSN
Freight and shipping - #R=EE DB T T U5 2R 2 BEROSEE BT S
All other current transactions - 16 -0 -~ 11 - -4 -2 - 5 « 1 - 28
Total Current Account +98 +78 +66 + 22 +4 +12 + 9 +108 + 471
Mutual Aid Incliuded in Credits - - - - - - SN2 O
Contribution - UNNEA - - - - - - - 11 2
Military and other Relief - - - - - 2 6 13 67
Export Credits and Advances - - - - - - - - 108

(1) Less than $500,000

(2) Included in amount shown for United Stutes
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Table XIV - Preliminary Statement, 1945
(Millione of Canadizn Dollars)

Credits Debits Net
A. Canuda and All Countries
Current Account

Merchandise trade adjusted 3,605 1,442 + 23215
Net exports of non-monetury gold 96 - I 96
Tourist and travel expenditures 165 85 + 80
Interest and dividends 16 253 5 17
ifreight and shipping 240 222 ot 118
All other current transactions 301 DL St (Ut
Total - Current Account 4,633 2,914 * 13718
Special U. S. Dollar transactions(R) %3 33 =
Capital Movements 533 1,e28 - 689
Mutual Aid - 940 - 940
Contribution to UNNRA - é : 54
Military Relief - 67 - 67
Balancing Item (1) 511 - + 6]

5,210 r 200

B. Canada and Empire Countries
Current Account
Merchandise trade adjusted 1,964 213 Ll A
Tourist and truvel expenditures 2 e - -
Interest and dividends ] 8 54 - 46
Freight and shipping 183 g H, SRS
War Services 81 696 - 615
Otner current transactions 38 47 - 9
Totals - Current Account

United Kingdom 1,854 926 - =1 928
Other Empire Countries 412 120 + 292
All Empire Countries £ 5266 1,046 FTIRP0
Special U. S. Dollar transactions (2) - 2% - 38
Capital Movements 73 423 ~ %80
Mutual Aid - 838 - 8Z8
Balancing Item (1) 1 = L 1

£,340 2,340

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

(2) This represents United Stutes dollars received from the U.K. in purt set-
tlement of her deficiency with Canada.
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~Table XIV - Preliminary Statement, 1945 - Concluded
(Millions of Canadian Dollars)

Credits Debits Net
C. Canada and Non-Empire Countries
Current Account
Merchandise trade adjusted 1,701 LRz S T
Net exports of non-monetary gold 96 - S E
Tourist and travel expenditures 163 83 + 80
Interest and dividends 68 199 - 131
Freight and shipping 157 188 SR )
All Other current transactions 182 169 318
Totals ~ Current Acccunts-

United States 1,740 R LR CRNIE

Other Foreign Countries 627 156 S WA

All Non-Empire Countries 2,367 1,868 S @99

Special U. S. Dollar transactions(¥) 33 _ . T, 88
Capital Movements 460 799 - 3%9
Mutual Aid - 102 - 102
Contribution to UNNRA - 34 - 34
Military Relief - 67 - 67
Balancing Itenm (1) 10 - + 10

2,870 2,870

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

(2) This represents United States dollars received from the U.K. in
part settlement of her deficiency with Canada.
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Table XV - Special and Capital Transactions between Canads and Empire Countries, 1937 - 1945

(Millions of Canadian Dollars)

1937 1238 1939 1940 1941 1942 1943 1944 1945
Capital Credits
Decrease in £ balances - - - - - 818 - .4 -
Repayments on 1942 Loan - - - - - - 18 57 64
Investment in production assets - - - 100 157 58 - - -
Other credits 9 - 65 16 24 8 & 85 )
Total Credits (1) 9 (2) 65 116 181 884 20 148 V(5
Capital Debits
Private transactions -
Redemptions of securities 26 2ils 45 13 10 5 10 4z 31
Repurchases of securities + 20 Sz 5 28 36 8 26 27 41
Other capital payments Ve 3 <3 70 28 L 35 24 25
Official transactions - -
Repatriation of securities - - 75 137 188 £96 4 2 1
Repatriation of production
Assets - Fixed capital - - - - - - 205 2 T
Working capital - = d = E ~ 190 = @ 0
Increase in £ balances - - - 82 728 - - - A e
Special loan to United Kingdom - - - - - - 700 - - -
Interim advances to United Kingdom - - - - - - - - 164
Interim advances to other countries - - - - - - - - 45
Special payments - - - - - 74 1i6 L 5
Total debits as above (1) L) 53 148 G 880 1,129 £86 144 42%
special Gold and imited Stutes
Lollar Transactions - .- 2 248 - 23 143 55 33
Billion Dollar Contritution - - - - - 1,000 - - -
Mutual Aid - - - - - - 503 834 838

(1) For purposes of comparability net security transactions are shown.
and debits in 1927, 1938 and 1929 are less than in Tables V11 and V11l where gross sales and purchases

of securities are included.
(2) Miscellaneous capital credits are netted in 1938.

Consequently gross capital credits




CANADIAN BALANCE OF INTERENATIONAL PAYMENTS

Table XVI - Cepital Transactions between Canada and non-PEmpire Countries, 1937 - 1945

" (Millions of Canadian Dollars)

New issues of Canadian securities
Retirements of Canadian Securities

Net new issues (4) or
Net retirements (-)
Net Sales (+) or Net Purchases (-)
of Outstanding Securities
Canadian Securities
United States and Foreign

Net Change in Liguid Reserves of
Gold or U. S. &
{teecline (+) Increase (-)
Export Credits and Interim Advances
Other Capital Movements and Adjusting
Entries (Net)

Gross Credits on Capital Account

Gross Debits on Capital Account

Net Capital Transactioms
Mutual Aid

Contribution to UNNRA
Military and Other Relief
Special Gold Transactions

1957 1938 1939 1940 1941 1942 1943 1944 1945
86 38 155 = < K 146 92 91
140 79 131 41 =) 25 208 166 179
1588 (ot DoA™ A0 L el ook) Tiee - SR LAY
- 18 4+ 48 + 69 + 15 + 46 +132 +254 +182 +300
- 7 i + 18 + 18 + 29 + 24 + 44 + 42 + 96
(2) (3) (8)° 099 4160  -l4d. -4 . —27@ L -SGES

|

B 4 . i = o _ B+ || -

fat]

e < B9 164, SHe 3les 18 © AR e
s04(1) z56(1) 461(3) 157 285 351 657 54% 460
652(1) 415(1) 514(1) 143 73 212 768 593 799
J1dg L 50 -55 28 .-imel 4139 . S E0- ease
. L i} 8 3 MR R
A 3 > B i 3 U e S
4 X 5 , RIS D e
- - + 2 4248 - + 23 +143 + 55 t+ i3
In the

(1) Including offsetting security transactions amounting to 400 in 1927, /6 in 19¢8 and ©0% in 1939.
period of exchunge control such transections zre omitted as purchases represent, in the mein, switches of

securities.
(2) Excluding refunding issues.
(3

) Available data included in other capital movements.



1927 " 1928 199 1930 1931 1952 1983 1934 1935 1936

New Issues of Canadian Securities sold

outside Canada - Z01 207 <97 400 200 i4 124 111 117 106
Retirements of Canadien securities owned
outside of Canada 160 <00 1&0 110 202 105 166 169 256 270
Net new issues (-) or net retirements (-) 4141 4 7 4147 490 - 2 - 1 -32 - 58 -139 -164
Net Sales of Outstanding Securities
Estimated (1) -171 -126 - 2 <+ 56 + 45 ¢ BS
Recorded ) £51 % 9 +£5 + 8
Direct Investments Transactions (2) 235 gl g ABC SH 37 T 100 = 284 WakE9 T EESAG) g e e
Insursnce Transsctions LIS L @l B0 T IS ¢ Tdae g 1Tl et = S
Net Change in external assets of Canadian
Banks £ 006 == ¢ %387 s ¢ B8 - + %8 + 3B ¢4 - 19 - 4+ 3
Monetery Gold (net) = MO, =BT 236 - 135Sy WF-edl mhiae B0 el -
Other Capital Movements +411 + 6 + 4 -19 4 <6 - - - - =
Net Movement of Capital + 10 + 32  +£11 4337 +174 ¢+ 96 - 11 -114 -152 =241 ;
Ket Balance on Current account - 10 -3 -oll =T -174 - 96 - 2 + 68 +125 244 o=
Including Net Exports of Non-Monetary Gold |
Balancing Item (Z%) - - - - - — e 1% e AG ) 40 -

(1) The principal revisions of figures previcusly published occur in this item. As complete records coveving
the international trade in securities sre not avuailable before 1933 these transactions are ectimated as the
difference between all other recorded capital movements and the net balance on current account for the years
from 1927 to 1932.

(2) These figures have been revised by the transfer of some transactions formerly included in this item to the
current account.

(2) This balancing item reflects possible errors and the omission of transactions which cannot be measured sta-
tistically. In the years 1927 to 1932 errors and omissions are reflected in the item "Estimated Net Sales
of Qutstanding Securities".
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Table XV11l - Capital Transections between Canadu and Other Countries, 1927 - 1945 (2)

Net retirements of Canadiasn
securities held abroad including
official repatriations

In Foreign Countries

In Empire Countries

All Countries
Net sales of outstanding securities
by Canada (+) or purchases (-)

To or from Foreign Countries

To or from Empire Countries

All Countries
Net loans and advances by Canadian
Government to QOther Countries
Chenge in Liquid Reserves of Gold

and United States Dollers (Increase (-)
Change in Sterling Balances (lncrease (-)

Other Capital Movements

Net Movement of Capital

Mutual Aid & 1942 Contribution
Contributions to UNNRA, Military
and other Official Relief

(1) Not available

1938

() For more detailed &nalysis see Tables XV and XVI.

1937 1939 1940 1941 1842 1943 1944 1945
-54 -41 4+ 24 oan' < =gl | LaTh -162 -74 - 88
-2 . -81 1g0° =180 - 2188 586 . ., - 24 sy 158
-80 -62 -96 -191 -9  -351 -176 -108  -10
- & 441 87 335 74 4156 +298 4225 4396
£120 =128 %<& -8 g% = 8 -2 - 27 s
- 5 +29 +8 4+ 5 4 %8 148 272 +198 355
;. I 2 4 - -700 ¢ 18 £ 57 ~.350
(1) s v 0 Frgoet 6@, -144 | <EEQ -278  -667
(1) (1) G - 82 -728 +818 e & S |
—"BF | SN v diRe o SRS 1SN -427  + 83 - 6
-172  -112 ' -136  -188 . -497 =S 1+ SE0 - 48  -689
-1,000 -512  -936 -940
= - 6 -24 -101

F - e
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Table XIX — Merchandise Trade Between Canada and Other Countries, 1935-1945.
(Exclusive of gold and adjusted for balance of payments purposes)

' ‘Millions of Canadian Dollars)
2ai Empire Non-Empire
Credits from All United Other United Other
’- Exports Countries Jotal Kingdom (Countries [Jotal States Countries
P 1933 532 252 188 44 300 174 123
1934 648 299 234 65 549 226 123
3 1935 732 332 258 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 906 436 332 104 470 344 126
1940 1,202 699 542 157 503 424 79
1941 1,732 1,098 914 184 634 566 68
1942 2,515 1,541 1,424 117 974 911 63
1943 3,050 1,763 1,636 127 1,287 1,224 63
1944 3,590 1,970 1,796 174 1,620 1,444 176
1945 3,655 1,954 1,603 SOl 1, 763 1,134 567
Debits for
Imports
1833 368 114 80 54 254 206 49
1934 484 146 103 43 3358 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 ST - 106 L 536 472 64
1940 1,006 236 133 103 770 702 68
1941 1,264 79 157 142 985 910 75
1942 1,406 226 116 110 1,180 1,116 64
1943 1,579 200 100 100 DL 5617 1,311 68
. 1944 1,398 196 94 102 1,202 2,413 89
= 1945 1,442 213 100 113 1,229 Lalug 116
4 Net Credits (+)
4 or Debits (-)
1 1933 + 164 + 118 + 108 + 10 + 46 - 28 #
1934 + 164 + 183 A LS + 22 Al Al - 82 i 65
v 1935 + 206 + 166 - + 148 + 18 + 40 - 14 + 54
1936 + 342 + 242 + 222 + 20 + 100 42 W7 + 83
1937 + 265 + 258 + 237 i Trle 37/ - 72 + 79
1938 + 198 +. 2% B3 + 40 - 63 - 132 + 69
1939 + 193 + 259 + 226 + 33 - 66 - 128 + 62
1940 + 186 + 463 + 409 + 54 - 267 - 278 = e
1941 + 468 + Bl9 + 777 + 42 - 351 - 344 - 7
1942 +1,109 +1,315 +1,308 + 7 - 206 - 205 = |
1943 +1,471 +1,563 41,536 + 27 - 92 - 87 - 5
1944 +2,192 +1, 774 ' 4,708 + 72 + 418 + 531 + BT
1945 +2,RL3 +1,741 41,503 + 238 + 472 + 16 4+ 457
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS

Table XX — Revised Estimates of Tourist Expenditures Between Canada
and Other Countries, 1937-1945
(Millions of Canadian Dollars)

Credits - Ex- Empire ______ Non-Empire

penditures of SRS s 1 e DR s il

Foreign Tourists All United Other(1l) United Other

L Canadoe gomatpies--Total Kihmaom Oountries Jotel « Stutes. Cmiehics
L2 1le6 142 HEl, 1 154 149 5
1958 149 10 8 2 159 134 5
1939
1940 104 (&) 5 1 98 98 (2)
1941 111 3 2 it 108 107 i
1942 8l 2 2 (2) 79 79 (2)
1943 88 1 1 (2) 87 87 (2)
1944 119 2 2 (2) JuLy L7 (2)
1945 165 2 'S (2) 163 163 ()

Debits - Expend-

itures of Canadian

Tourists Abroad
1937 87 18 16 2 69 65 4
1938 86 dbf 15 2 69 66 3
1939
1940 43 3 2 gl 40 40 (2)
1941 2L 3 2 1 18 18 (2)
1942 26 2 2 (2) 24 24 (2)
1943 36 2 ] (2) 34 34 (2)
1944 58 P 2 (2) 56 56 (2)
1945 85 2 2 (2) 83 83 (2)

Net Credits (+)

or Net Debits (-)
1937 + 79 -6 -5 -1 + 85 + 84 St
1938 + 63 -7 -7 ~ a0 + 68 +%e
1939
1340 + 61 + 3 it 1S -~ + 58 + 58 -
1941 + 90 - - - + 90 + 89 Tealt
1942 55 ¢ - - - + 55 + 556 -
1943 G -1 -1 - + 53 + 53 -
1944 + &3 - - - + 61 + 61 -
1945 + 80 - - - + 80 + 80 -

(1) Excluding Newfoundland

(2) Less than $500,000.



g == |
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS

Tuble XXI - Estimated Distribution of Interest and Dividend Payments and Receipts
Between Cunadu and QOther Countries, 1857-194o
(Millions of Canadian Dollars)

Credits - Receipts “_i7) Empire Non-Empire

of Interest & Div-

idends from Invest- All United Other United Other

ments abroad Countries Total Kingdom Countries Total States Countries
19487 76 7 2 5 69 31 38
1938 66 5 2 3 61 5 36
1959
1940 52 3 2 ) | 49 29 20
1941 60 3} 4 1 56 39 ie
1942 67 7 5 2 60 43 17
1943 59 5 4 il 54 54 20
1944 7% 9 8 1 62 42 20
1945 76 8 4 4 68 44 24

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
1940 313 76 74 2 37 R33 4
1941 286 68 66 2 218 214 4
1942 270 51 50 7 219 215 4
1943 261 S8 ;i 4 i 209 205 4
1944 264 56 55 1 208 203 5
1945 253 54 53 ik 199 194 o)

Net Credits (+)

or Debits (-)
1937 - 226 - 80 - 83 a7 ) - 146 - 180 + 34
1938 - 241 - 78 - 79 L - 163 - 193 + 30
1939
1940 - Q61 - 73 - 72 -1 - 188 - 204 o O
1941 - 226 - 63 - 62 -1 - 163 - 1756 + 12
1942 - 203 - 44 - 45 + 1 - 159 - 172 + 13
1943 - 202 - 47 - 47 - - 186 -171 + 16
1944 - 193 - 47 - 47 - - 146 - 161 2 LG
1945 - 177 - 46 - 49. 3 - 131 - 150 +.19
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Table XXII

BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA

As at December Sllrﬁqpresentétivo Years, 1926-1945

A

Classgification by Types of Invegtment

Total Non-Resident Investment in Canadas

Types of Investment

Government Securities

Dominion
Provincial
Municipal

Total
Public Utilities
Railways
Other
Total
Manufacturing
Mining and Smelting
Merchandising
Financial Institutions

Other Enterprises

Miscellaneous Assets

Total Investment

(Millions of Dollars)

1926 1930 1933 1939 1945
638.0 682.0 751.9 828.0 726 .0
421.6 582.3 STLL7 536.0 619.0
374.1 431.5 394.4 244.0 312.0
1,455'7 l’ 70508 1’718'0 1’705-0 1'657-0
1,938.4  2,244.3 2,244.7 1,870.6 1,601.0
394.5 635.4 625.4 549.4 495.0
2,352.9 2,877.7 2,870.1 ,420.0 «,096.0
1,198.3 1,573.0 1,421.6 1,445.2 1,816.0
219 ol 55491 558'5 329 '1 400 '0
149.8 202.9 191.5 189.3 227 .0
543.6 542.9 479.6 47%.7 546.0
65.2 82.4 7 63.0 £9.0
260.0 295.0 270.0 285.0 284.0
6,002.6  7,615.8 7,3564.5 6,915.3 7,095.0
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Table XXI1I1I

BRITIEH AND FOREIGN CAPITAL INVESTED 1IN CANADA

s st December 31, Representstive Years, 1$26-1945

Classification by Types of Investment

B. Investments held in the United Kingdom
(Millions of Dollars)

Types of Investment 1926 1230 1953 2339 1945 (1)
Government Securities “'\
Dominion 250.1 284.5 291.4 238.0 -
Provincial 1246 69.3 74.2 58.0 40.0
Municipal 187 .0 il 1 143.9 197.0  132.0
Total ' 509.7 485.9 509. S 453.0 152.0

Public Utilities

Reilways 1,371.0 178817 ~dshbS8 11,2185 . B09O

Other 96.6 99.7 ST 89.3 93.0

Totel 1,467.6 1,451.4 1,441.5 1,304.6 902.0

Manufacturing R34.4 _74.7 R36.3 257 &6 "1 22T

Mining and Smelting 50.9 738 72 MR 61.4 63.0

Merchandising 492 (P 56.5 54.9 o 80
Financial Institutions 175.6 242.7 213.0 220.9 “R08.0 -

Other Enterprises 4.0 (R 5.9 3.8 5.0

Miscellaneous Assets 145.0 171.0 150.0 126070 85.0

Total® Investment £,636.3 £,766.3 2,682.8 2,475.9 1,766.0

(}) Subject to revision.



- 9n -

CANADIAN BALANCE OF INTEKNATIONAL PAYMENTS

Tuble XXIV

BRIT1SH AND FOREIGN CAPITAL INVESTED IN CANADA

As ut December 21, Representutive Yeurs, 1026-1045

Glaasificaticnuy

Tvpes of Investwant

G. lovestuepts Bailld in the United Jtatsa

Tyvopes of Investment

Governgent Securities

Dominion
Provincial
Municipal

Total

Public Utilities

Railways
Other

Total
Manufacturing
Mining and Smelting
Meréhandising
Financial Institutions
Other Enterprises

Miscellaneous Assetu

Totzl Investment

(1) Subject to revision.

(Millions of Dollars)

1986 1980 1923
381.9 440.5 450.5
542.0 517.0 492.5
185.1 247.4 248.5

19249

567.
475.
181.

0

1945 (1)

682.0
574.0
194.0

909.0 1,204.9 1,191.5 1,221.0 1,450.0
51044  B%2.6 ' 830:9 - 5BBuS 4K 720k
5800 ~.821.7  524.7  a7p.1  SEES.W
800.3 1,754.3 1,355.6 1,020.4 1,09%.0
952.9 1,286.3 1,172.3 1,159.9 1,479:0
165.2  255.3  260.4  250.7  318.0
98.6 ~ 13%.3 1281.0 - 129.4 v 166.0
125.1. 25l.2  200.6. 7.200.8+7 '285.0
60.2 76.2 70.5 64.2 62.0
85.0 94.0 90.0 | A05.0 & 1306
2,196.3 4,659.5 4,491.7 4,151.4 4,982.0
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Tuble XXV

BRITISH AND.FOREIGN CAPITAL INVESTED IN CANADA

As at December %1, Representative Years, 1926-1945

Classification by Typas of Investment

D. "Investménts held in' All Qther Countlries
(Millions of Dollars)

Types of Investment 1926 1830 1933 1939 1945 (1)

Government, Securities

Dominion 6.0 {50) 10.0 1Lt3) (0] 44.0
Provincial 740 6.0 5.0 SHO L1010,
Municipual 2L 2.0 2.0 6.0 6%i0
Total 15.0 15.0 L7460 29U 65.0

Public Utilities
Railways 57.0 60.0 60.0 67.0 RERO
Other 8.0 0 11350 28.0 29.0
Total 65.0 TR0 75710 95.0 101.0
Manufacturing 11.0 12.0 15.0  28.0 40.0
Mining and Smelting 280 5.0 6.0 17.0 19.0
Merchandising 2.0 4.0 4.0 5.0 5.0
Financizal Jmatitotions 45,0 430 6.0 Al @ 58.0
Other Enterprises L. @ 1 (U 1.0 10 () 2.0
Miscellaneous Assets 0.0 50.0 40.0 60.0 Giomy
Total Investment 170.0 188.0 19002 128640 447.0

(1) Subject to revision.
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Table XXV1

Estimated British and Forelgn Capital Invested in Canada, by Types of Investment,
December 21, 1945 (1)

(Miilions of Dollars)

Estimeted Distribution of Ownership Total
Investments
) United Other Owned Out-
Type of Investment States (2) British (3)Countries side Canada
Government Securities
Dominion 682. - 44, 126
Provincial ' 574. 40. (T 619.
Municipal 194. 112. 6. 312.
Total 1,450. 152. 55. 1,657.
Public Utilities
Railways T80 809. s 1,601.
Other 373. 93. eh] 495.
Total 150935. 902. gl{e )5 2,096,
Manufacturing 1,479. 297. 40. 1816
Mining and Smelting 318. 63. 19. 400.
Merchandising 165. Sl 5. & Tl
Financial Institutions 285. 205. 56. 546 .
Other Enterprises 62. Sl e 69.
Miscellaneous Assets 130. 85. » 69. 84 .
Total Investment 459825 1,766. 347. 7,095.

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

N.B. Common and preference stocks are 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 converted into Canadian
dollars at tne par of exchange.



L ik
CANADIAN BALANCE OF INTERNATIONAL PAYMENTS

Table XXVI1I
BRITISH AND FOREIGN CAPITAL INVESTED IN CANADA, END OF 1945

Classification by Countries of Origin and by Types of Security
(Millions of Dollars)

United United Other Total
Types of Security States Kingdom Foreign Non-Resident
(1) (2l Countries Investment
Bonds and Debentures »
Dominion 682 - 44 726
Provincial 574 40 S 619
Municipal 194 112 6 512
Steam Railways 495 316 32 848
Other Corporations -
controlled in Canada 158 46 16 220
Other Corporations -
controlled outside of Canada 254 74 19 347
Total 2,357 588 122 3,067
Capital Stock of Canadian Companies
Companies controlled in Canada 460 688 96 1,244
Companies controlled in the
United States 1,610 57 16 1,683
Companies controlled in the .
United Kingdom 13 226 & 241
Compenies controlled in QOther
Foreign Countries - - 19 19
Total 2,083 971 133 3,187
Other Corporation Assets
Companies controlled in Canada 10 3 1 14
Companies controlled in the
United States ' 401 - - 401
Companies controlled in the .
United Kingdom - 119 - 119
Companies controlled in Other
Foreign Countries 1 - 22 25
Total 412 122 23 587
Miscellaneous Investments
Real estate, mortgages, assets
administered for non-residents,
investment companies, etc. 130 85 69 284
Total 4,982 1,766 547 7,095

(1) - (2) Includes some investments held by nominees in the United Kingdom and
the United States for residents of other countries.
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Table XXV1I1

(Excluding investments of insurance companies, banks, government
credits and liquid reserves)

(In Millions of Canadian Dollars)

A. Value of lavestmiants, and of 1933 (fevisad)
Location of Investment Direct Portiolio Investments Total
Investments Stocks  Bonds Total Investaent

United States 412 380 12k -501 Ny

United Kingdom 59 22 21 43 102

Other Empire Countries 54 7 15 22 76

Other Foreign Countries 146 e 008 ol . LS 299
Total 671 511 208 719 1,490

B. Vulue of Investments, end of 1945 (x)

Location of Investment Direct Portfolio Investments Total
Investments Stocks Bonds Total Investment
United States 455 317 9z 409 864
United Kingdom 54 26 27 (544 107
Other Empire Countries 69 i AL 19 88
Other Foreign Countries 142 104 . 140 282
Total 720 454 167 621 1,241

N.B. Holdings of stocks are at book values as shown in the books of issuing com-
penies; and holdings of bonds are shown at per values. Forelgn currencies
were converted into Cunadian dollars ut current murket rates.

(x) Subject to revision.
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CANADIAN BALANCE CF INTUINATIONAL PAYMENTS

TableXX1X

S NATIONAL PHODUCT AND Thli CURRENT ACCOUNT OF THE BALANCE OF PAYMI‘JI\ITS'j

Absolute

(Millions of dollurs)

Percentage

19%8 1939 1940 1941 1942 1943 1944 1945 V1)
1. Net National Income at Factor Cost 3,940 4,221 'Sl 2t 6 gl 08 2T 9,069 9,685 9,627
Exports 844 906 © 1,202 1,73 2GS 3,050 3NB8IS 2,652
Exports & gold 15065 1,090  J 405 153956 2,699 3,192 3,69% 5,748
Gross Current Credits Iy Z(ck 1,457 1,776 2,458 &,376 4,064 4,536 4,496
Imports 649 715 CIEE6 1,064 1,406 1,579 1,298 1,441
Gross Current Debits 1,261 Iy ILEET 1L 5060 RS 2,858 &) 6102, 2,854
2. Gross National Product at
Mzrket Prices 5,075 53495 @e8, &8;€@5 10,296 11,124 1t 7t 11,459
Exports 844 906 IO RN - . E 2 et AL 3,050 e85 2,652
Exports & gold 1,005 1%,080F  lndEs 1,936 ERE ) %,693 3,748
Gross Current Credits 1,361 1,457 lloNTENn W 2 AER 2,376 4,064 4,526 4,496
Imports 649 s 1,006 1,064 1,406 1,579 1,398 1,441
Gross Current Debits 1zt 15 3501 wisiGe 1,967 2y A5 2,858 30589 2,854
1. Net National Income at Factor Cost
Fxports al oAl 2L ) 225 26 .6 30.4 5846 370 A )
Exports & gold 25155 25 @ 7.5 29.7 32.6 35.2 8.1 38.9
Gross Current Credits 34.5 YL oy 0 & &l 40.38 . 44.8 46.9 46.7
Inports 16.5 I =) 19.7 16.3 1750 17 .4 Azl 15 A(0)
Gross Current Debits 32.0 ) i (E) 30.1 £7.5 BIL o '36.5 29.6
2. Gross National Product at
Market Prices
Exports 16.6 HE= 5 13.1 20.8 24 .4 2 20.4 2E.2
Exports & gold 19.8 19.8 21.2 2582 26.2 28.7 S804 %5.0
Gross Current Credits 26.8 26 .5 26.8 29.5 2.8 36 .5 38.5 29.6
Imports 12.8 13.0 15.2 12.8 15.7 14.2 10589 1.7
Cross Current Debits 24.8 24.2 4.5 2286 2exel 257 G101 18 el
(1) Subject to revision. .—"National Accounts - Income & Expenditure, 19%8-1945"- D.B.S.

i Sile=
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Taﬁle XXX

NUMBER OF CANADIAN BRANCHES AND SUBSIDIARY COMPANIES IN
CANADA CONTROLLED IN OTHER COUNTRIES, 1944 (1)

Controlled in

United - Great Britain
States and Elsewhere
Outside of Canada

Manufacturing 989 149
Mining 80 12
Utilities 107 7
Merchandising 403 163
Financial 261 172
Miscellaneous 148 24
TOTAL 1,988 _ 527

(1) Excluding some small branches in which the investment in Canada
is relatively small.
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