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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1951

Canada’s current account with all countries
shows a deficit of $524 million for the twelve months
period of 1951. This excess of imports of goods and
services followed a current deficit in 1950 of $329
million.

Although the current deficit in 1951 increased
by more than one half over 1950, this was due to a
large deficit in the first half of the year. In the
second half of the year there was a small current
surplus. Recent current deficits have therefore been
largely concentrated in a comparatively short period.
There has been a current surplus in the post war
period as a whole, as surpluses in the years from
1946 to 1949 have been greater than the deficits in
1950 and 1951. There were also current surpluses
consistently each year during the recent war, and in
the previous years from 1934 on.

Large parts of the current account are subject
to wide variations within short periods, with the
result that the current account balances often change
rapidly. The effects of variations are particularly
marked when total transactions are so great, and
proportionately small changes in these have relative-
ly large effects on the current balance. The deficit
in 1951 was less than 10% of gross current credits,
which compares with the current deficit in 1930

which amounted to 26% of total current credits in
that year of heavy capital inflows in the prewar
period.

The enlargement in the deficit in 1951 was due
principally to the growth in the volume of imports
which led to a large import balance on commodity
account. But as shown in statements 1 and 2, there
was also a larger deficit from all other current trans-
actions, and in both 1950 and 1951 the largest net
contributors to the current deficit were payments ot
interest and dividends, and miscellaneous current
transactions. A substantial increase occurred in the
latter in 1951, and a small deficit appeared on travel
account in contrast to an appreciable surplus in
previous years.

Payments to the United States Government on
account of the replacement of equipment and other
defence purchases were also a notable element
contributing to the deficit shown in the current ac-
count. At the same time Canada contributed Mutual
Aid to NATO countries of $165 million in 1951
and $57 million in 1950. The latter amounts do not
directly affect the size of these curent account
deficits, which are a measure of the net inflow of
capital into Canada in 1950 and 1951.

STATEMENT 1. Summary of Changes in Current Receipts and Payments Between Canada and All
Other Countries— 1951

(Millions of dollars)

Commodity exports (adjusted)

Mutual Aid to NATO Countries ..........

All other current receipts ..

...............

Total current receipts ..........................

Commodity imports (adjusted) ........ T I I

Mutual Aid to NATO Countries .

All other current payments ...

Total current payments .......................

Current balance ..o

Current Receipts
Change
in 1951
1949 1950 1951
2,989 3, 139 3,950 + 811
- S 165 + 108
1,088 1,104 1,226 + 122
4,077 4,300 5,341 +1,041
Current Payments
Change
in 1951
1949 1950 1951
2,696 3,129 4,103 + 974
— i 57 165 108
1,194 1,443 1,597 + 154
3, 890 4,629 5, 865 +1,236
+187 i -329 -524 -195
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Bilateral Changes

Another salient change during the year was a
widening in the disequilibrium with individual coun-
tries and areas. The current suplus with overseas
countries increased substantially in 1951, but was
still less than in 1949 while the current deficit with
the United States increased to a size which was
only exceeded in the record year of 1947. The current
surplus with all overseas countries increased in the
year from $74 million to $431 million. Over half of
this was due to an improvement in the surplus with
the United Kingdom which rose from $28 million to
$220 million. The remainder was distributed between
O.E.E.C. countries and other foreign countries, the

former group rising from $109 million to $220 million
and the change with the latter group being $60
million. There was again a small current deficit with
the countries of the sterling area other than the
United Kingdom, which increased to $29 million.
The current surplus which Canada had with overseas
countries in 1949 amourted to $776 million. The
surplus with United Kingdom in that year was
almost twice as large as in 1951 and in the same
year there was a surplus with the rest of the sterling
area of $135 million. But the surplus with all other
overseas countries was slightly less in 1949 than
in 1951,

STATEMENT 2. Summary of Changes in the Principal Elements of Canada's Current Account with

All Countries — 1951
(Millions of dollars)

Change
= 1949 1950 1951 in
1951
195 951004 AT E: Te | 1PECT 7Y ) TR OO 2,989 3,139 3, 950 +811
IMPOItS (AAJUSLEA) cuveeuricrerriiireeriirerireeetrreraesnrenesiersssresseesensomnsasarsesesrerne 2,696 3,129 4,103 +974
CommOdIty DRIANCE .....ccceierceriecenrrirnrcriecersinereesarerbvs e sessseseamesarescsenensens +293 + 10 - 153 -163
Gold available for eXPOTt......ciiiccieeienirinnoserertoseeseseesser s seensoseesses +139 +163 +150 1)
Tourist and travel expenditures .....c.eieeeiverniisececrreeeesresesserseeenes + 94 + 49 - 9 - 58
Interest and dividends ....c.ccciicreerecsiinerieierniece et eseserssecemesaccancensassnnnsns -307 -383 -332 + 51
Freight and SHIPDINE «vee i cceceresereeercrtaee et s seee e smtaaoan seraseessmenns + 50 - 17 - 10 + T
Inheritances and Migrants’ fUNGS ...c.vecesveeiereronseerorecrmocsssseenssersesersens + 13 - + 10 + 10
Miscellaneous current tranSactions .....c.ecvevvevconcereierinsesseernsssssosessns - 95 -151 - 180 - 29
Total Current TransactionS ................ccoooeeeoiiivoiiieeeeee e, +187 -329 -524 -195

One reason for these changes was that during
1951 there was a return in the second half of the
year to something closer to the customary pattern
of trade in which Canada has large export balances
with the United Kingdom and other overseas coun-
tries, and throughout most of the year there was
again a substantial import balance with the United
States. In 1950 this pattern had altered to such an
extent that there were only comparatively small
amounts of unbalance in Canada’s merchandise
trade with overseas countries, and with the United
States. The unprecedented results in 1950 were
chiefly the result of the record proportion of 65.2%
of Canadian exports which went to the United States
in that year. While there continued to be a high
proportion of exports to the United States in the
first half of 1951, this percentage dropped in the
second half with the rise in exports overseas. Con-
sequently, in the year as a whole, the percentage of
Canadian exports going to the United States dropped

to 58.9%. But this ratio was still very high in re-
lation to years before 1950, particularly in the period
before 1948, when exports first rose to the unprece-
dented levels of recent years,

The rise in exports overseas led to the rise in
export balances with overseas countries. The rise
in the import balance with the United States in
1951 was due to the relatively moderate rise in the
value of exports to that country at a time when im-
ports by Canada rose sharply. These changes in the
direction of merchandise trade were the chief in-
fluences leading to a greater unbalance in Canada’s
current accounts with these countries. Some adverse
trends in non-commercial transactions with the
United States also added to the current deficit with
that country, while larger receipts on freight and
shipping account with the United Kingdom and the
first instalment of interest on the postwar loan
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added to the current account surplus with the United
Kingdom. The changes in non-merchandise items are
shown in statements 1 and 2 and discussed in the

sections on current transactions with the United
States, the Sterling Area and Other Overseas Coun-
tries which follow.

Trend in Recent Periods

The current deficit in the first half of the year
was greater than in the whole of 1951. The deficit
in the third quarter dropped from the peak in the
second quarter, and was more than offset by a current
surplus which followed in the final quarter.

The current deficit first became prominent in
1950, when deficits of a not unnormal size in the
first half of the year were followed by a large deficit
in the final quarter. This latter deficit was abnormal
seasonally, as customarily there is a large expart
balance in that period. But the latter failed to recur,
and there was furthermore a heavy concentration of
year-end dividend payments. The recent period of
most heavily concentrated deficits, therefore, only
extended from the fourth quarter of 1950 to the sec-
ond quarter of 1951,

While a current deficit in the first half year has
not been unusual in recent years, the deficit which
developed in that part of 1951 was distinguished by
its exceptional size. This resulted chiefly from the
rapid expansion in the volume of imports, which
were about 24% higher than in the same period of
1950. Contributing to the rise were inventory ac-
cumulations on top of other heavy investment de-
mands, higher consumption, and freer supplies
abroad. At the same time, some Canadian export

shipments in the first half of the year appeared sub-
normmal both in relation to heavy sustained demands
and the eventual levels of the last half of the year.
Net outlays on international travel were also heavy
in the first half of the year.

JThe deficit from commercial trade disappeared
in the third quarter of 1951; there was a surplus
from tourist expenditures, although this was less
than is usual for that period. But an overall current
deficit resulted in the quarter whan payments by the
governmelit on account of defence purchases were
included.

The current surplus in the final quarter of 1951
resulted from the large export balance, which ac-
companied the rise in the volume of exports over-
seas and the failure of imports to rise again to the
peak reached in the second quarter. These opposite
movements in the volume of trade we.e combined
with a favourable change in the terms of trade, The
latter resulted from a decline in impart prices in the
last six months of the year, and some further in-
creases in export prices in the same period. But
dividend payments were again very heavy at the
year end, and this reduced the size of the current
account surplus in the final quarter.

Underlying Factors Behind Current Deficits

A combination of underlying factors contributed
to the deficits in the past two years. Some of these
resulted from internal developments while others
had external origins. The high level of economic
activity in Canada has, of course, been one of the
pervasive underlying forces behind the high levels
of Canadian spending abroad. Each of the leading
elements in national expenditure was higher in value
in 1951 than in 1950 with the exception of new
residential construction. Investment by business in
non-residential construction and machinery, and
equipment increased particularly sharply and in
addition there was a large inventory accumulation,
Inventory accumulations in 1951 were particularly
large in periods when imports were at their peak and
the heavy import demands seem to have been in-
fluenced significantly by the demand for inventories.
Besides affecting commodity imports the high level
of economic activity led to large earnings and divi-
dend payments on foreign capital invested in Canada.
But the financing of investment programs of many
Canadian subsidiaries of foreign companies led to
large reinvestments of undistributed earnings.
Current expenditures on services also reached new
peaks, most notably in the case of expenditures of
Canadian travellers abroad. The general post-Korea

rise in prices was another factar influencing the
current deficit as import prices rose somewhat more
than export prices in the earlier period of 1951 when
imports were so heavy. Subsequent declines in im-
port prices occurred after the peaks in volume had
been passed. Advance payments on account of de-
fence purchases also added significantly to the
current deficit shown in 1951.

While these strong influences were at work in-
creasing Canada’s cuwrent expenditures abroad,
there has been less flexibility in Canadian exports
of goods and services. Although a feature of Cana-
dian exports in 1951 was the rise which occurred in
shipments overseas in the second half of the year,
the volume of shipments overseas was still much
less than in 1949 and earlier Important groups of
commodities which were formerly exported over-
seas by Canada have been reduced from earlier
levels or have virtually disappeared from exports.
At the same time the volume of Canadian exports to
the United States as a whole was at least no higher
in 1951 than in 1950 although higher than in 1949.
The same applies to other important groups of cur-
rent receipts from the United States, such as gold,
where the volume of production declined, and ex-
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penditures of United States travellers. The latter did
not change much in total value and expenditures in
terms of volume of goods and services bought by
tourists seem to have declined.

Even when demands are very high the potential
level of exports is directly related to available
capacity, whereas in the case of Canadian imports
Canadian demands in most instances are not large

in relation to available supplies abroad. There are
distinct limitations to rapid rises in many of the
staple commodities as generally all available pro-
duction of these has been exported for some years.
Furthermore at times there have been some tem-
porary factors tending to hold down Canadian ex-
ports, particularly in certain periods like the first
half of 1951 when the volume seems to have been
somewhat less than normal for recent years.

STATEMENT 3. Summary of Changes in Current Balances BetweenC anada and the Principal Countries
and Areas— 1951

(Millions of dollars)

o= Change
1949 1950 1951 in 1951
Between Canada and:

UNItEd SEALES ..cuvieeiiireericeeecirieesnrvaesecssnaessesssarssstnsresssnensssscssnnessanens - 589 -403 -955 -552
United KINZAOM ... trieicceninnnecsneemscsvens s se re s sessssassasssvanes +439 + 28 +220 +192
Other sterling area......cooceieceveccciiniensicseennnnee. . +135 - 23 - 29 =16
Other O.E.E.C. COUNTIES wicvrveiiririirreniiieecrmnueneresiossesssuessesonsanssnesesens +187 +109 +220 +111
All Other COUNTIES . .cimiiiicirntinisricassiniteeniiseersesnensessrassnanses + 15 - 40 + 2 + 60
Total— All COUuMIies .............c.cooeviiiiinieienieinieneaen. ey e +187 -329 -524 -195

Capital Movements

The year 1951 has been the second year of
exceptionally large capital movements of a predom-
inantly inward direction. The nature of these and
the motivating forces behind them have been differ-
ent in the two years. The most characteristic in-
flows in 1951 were long-term movements connected
with the financing of Canadian development. Exam-
ples of these are the inflows for direct investment
by foreign companies in Canadian branch and sub-
sidiary companies and the sales of new issues of
Canadian securitiesin the United Statesby Canadian
provinces, municipalities and companies. Fach of
these goups of inflows increased sharply during
1951 and together they account for a major part of
the new inflow during the past year. These inflows
are of a long-term character and contrast with many
of the inflows in 1950 when movements into Cana-
dian dollar forms of assets, resulting from specula-
tive motives by non-residents, were prominent. An-
other contrast lies in the fact that the decisions to
borrow rested with residents of Canada, whereas in
1950the decisions usually rested withnon-residents,
The rise in interest rates in Canada and the general
credit stringency led Canadian borrowers to place
new issues in the United States on a scale which
is comparable with early peak years of this kind of
borrowing.

Inflows for direct investment in Canadian
branches and subsidiaries by foreign concerns have

been heavy in the last two years. While this move-
ment has been under way throughout the post-war
years it has been accelerated by the large-scale
development of petroleum and other mineral re-
sources and this continued on a larger scale in
1951 than in 1950. In the earlier post-war years the
development of industrial plants was the major
element in the growth of United States direct in-
vestments in Canada. The increase in the value of
United States direct investments in Canada in the
five years between the end of 1945 and the end of
1950 has been approximately $1,138 million. By the
end of 1951 the increase in value in the six post-
war years was probably close to $1,500 million.
The rise in value has been substantial each year
but greatest in the years from 1948 on. Inflows of
capital in the form of cash have been heaviest in
the last three years, but throughout the period
reinvested eamnings have also been an important
source of financing. Cash inflows of capital from
the United States have risen to $199 million in 1950
and $259 million in 1951. In the six-year period
reinvested eamings (not included in balance of
payments statistics) have accounted for well over
half of the financing of the increase in value of
some $1,500 million.

One of the important fields of investment in
this period has been the petroleum industry. In the
five years to the end of 1950 the book value of
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United States investments in companies in the
petroleum industry in Canada has risen from $120
million to some $435 million., This includes invest-
ments in refining, marketing and transportation as
well as in the exploration and development of west-
em petroleum resources. At the end of 1950 United
States ownership amounted to 54% of the whole
petroleum industry and Canadian ownership amounted
to 449, or most of the remainder. There is a sub-
stantial Canadian equity in companies engaged in
refining and marketing as well as in the development
of new resources.

More than half of the gain in the past six years
of $1,500 million in United States direct investments
in Canada has been in manufacturing. In the five
years from 1946 to 1950 there was an increase of
$748 million in manufacturing, including companies
engaged in refining petroleum. In the same period
the increase in the field of mining, smelting and
petroleum exploration and development was about
$200 million but the latter is exclusive of invest-
ments in petroleum exploration and development by
companies also engaged in refining petroleum.

The other group of capital inflows which devel-
oped onan even greater scale wasthe inflow through
sales of new issues of Canadian securities in the
United States. Total sales of these of $411 million
to all non-residents were approximately double the
level in 1950, This total of new issues was largely
made up of provincial and municipal bond issues
payable in United States dollars. These constituted
more than three-fourths of the total. The remainder
includes corporation bondsand stocks, some payable
in United States dollars and some Canadian dollar
issues. The net increase in Canadian bonded debt
held abroad was considerably less than this, how-
ever, as there continued to be a substantial total of
issues retired, although these amounted to less than
in most preceding years. When retirements of $184
million are taken into account there were net new
issues of some $227 million in 1951 compared with
net redemptions in 1950 of $73 million. This bor-
rowing in 1951 through sales of new issues is
comparable in size to the total of $419 million of
issues sold in 1930, the highest year in the period
of heavy borrowing in the interwar years, But net
new issues-of $290 million after deducting retire-
ments were greater in that year., For a number of
years in that period sales of new issues were the
principal form of capital inflows as was the case in
earlier periods of Canadian development,

The recent salesof new issues have been most-
ly in connection with expenditures by borrowers on
development of various kinds. Only a comparatively
small part has been for refinancing purposes. The
issues were mostly sold in the months from April
on after interest rates had risen in Canada and when
the Canadian supply of funds for investment became
more restricted.

Although an appreciable increase occurred in
Canadian debt payable in United States funds, the

Statement 4. Proceeds of New Issues of Canadian
Securities Sold to Non-Residents 1951

(Canadian dollar equivalent in millions)

1. Bonds and Debentures:
Payable in U.S. dollars:
Provincial Governments .........cccceeeirvann 262
Municipal Governments ..........c.ciiinn 12
Corporations .......eccccorrecmreemncicnnesnnemnns. [
SUD-total ..ottt s 340
Payable in Sterling ...........oocvvcivcccinniinaienc s 3
Payable in Canadian dollars ...........cceveeee 26
Total — Bonds and Debentures ................ 369
2. SLOCKS .o 42
Total New ISSUES ..........c.ccoiveievicininen. 411

total of this held in the United States was still at
the end of 1951 about 10% below the holdings at the
end of 1930 when they were close to their peak.
Holdings have been reduced since then by retire-
ments in most years. These reductions have been
greater than any increases which have occurred in
United States holdings through transactions in
outstanding bonds payable in United States funds.
Most of the new United States investments in out-
standing Canadian bonds during recent years have
been in domestic issuesof the Government of Canada
These acquisitions were particularly large in 1945,
1946 and 1950,

Total interest payments by Canadian debtors to
the United States are still much less than in 1931,
Payments of interest to the United States of $94
million in 1951 compare with $121 million in 1931
The interest payments for a full year on the total of
new issues sold in the United States in 1951 amount
to less than $12 million while the interest on United
States holdings of issues retired during the year
amounted to about $7.6 million. There were also
some reductions in interest payments arising out of
the liquidations by United States investors of hold-

ings of outstanding Canadian bonds during 1851,

Movements of capital connected with the direct
investments of Canadian companies abroad were
outwards on balance in 1951, amounting to $26
million. This outward movement contrasts with net
capital inflows in 1950 of $36 million when there
were substantial inflows from the United States
connected with the final liquidations of some invest-
ments which had been sold earlier, In both years
there were appreciable outflows connected with the
e stablishment and development of direct investments
in each of the countries and areas shown in the
capital account.

Great variations have occurred in capital inflows
connected with transactions in outstanding securi-
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ties and in short-term movements. In 1950 the most
characteristic type of inflow was the acquisition of
domestic bonds of the Government of Canada by
investors in the United States. Speculative motives
were a strong factor behind this record movement of
capital to Canada in this form and were concentrated
in the third guarter of 1950. Other exceptionally
large capital inflows in that year were also asso-
ciated with the speculative movement to the owner-
ship of Canadian dollar forms of assets. These
movements took a variety of forms including a large
increase in Canadian dollarbalances of non-residents.
In 1951 movements of capital through transactions
in outstanding securities were largely offsetting,
leaving a net inflow of capital which was small in
comparison to 1950 although substantial in relation
to many early years.

In 1951 the inflows of capital for the acquisition
of outstanding securities went into corporation stocks
and certain groups of bonds. Net sales to the United
States of stocks and bonds of Canadian companies
were substantial and sales of stock to overseas
countries other than the United Kingdom also rose
sharply in 1951 to a new peak. While there were net
sales of some other groups of bonds, particularly
provincials, there were large reductions in United
States holdings of Government of Canada issues.
Net repurchases by Canadians of these issues from
the United States amounted to $91 million. Most of
these repurchases occurred later in the year as in
the earlier months of 1951 there continued to be net
sales of dominion issues to the United States.

There were again reductions in Canadian hold-
ings of United States securities in 1951. Net sales
by Canadians of these securities amounted to $15
million, about one quarter of the size of correspond-
ing liquidations in the previous year. In both years
most of the transactions were in stocks of United
States companies. In addition there was a compara-
tively small amount of issues redeemed.

Short term movements of capital were outwards
on balance in 1951 in the account with all countries
incontrastto exceptionally large inward movements
1n 1950. While there continued to be substantial
inflows of certain types from the United States these
were offset by reductions in Canadian dollar balan-
ces owned in the United States and overseas.

Large inflows of short term capital from the
United States have been a feature of both 1950 and
1951. But the net inflow in the full year 1951 was
much less thanin the former year as there were some
substantial outflows in parts of 1951, There were
for example, outflows in 1951 in the form of sub-

Non-resident Financing of

Foreign capital has played an increasing role
in Canadian development in the last few years, but
that role is still a minor one in relation to the total
financing of Canadian investment. The proportion of

stantial reductions in private bank balances in
Canada followingthe unusual risesin these balances
which occurred in 1950. In that year the rise in
Canadian dollar balances owned in the United States
was $91 million while the reduction in these bal-
ances in 1951 was $53 million,

The reduction which occurred in other short
term inflows from the United states is indicated by
the decline shown in the item of statement 8 ‘‘Other
private net capital movements’’, which fell from
$229 million in 1950 to $76 million in 1951. The
predominant inflows in the two years have taken a
a variety of forms. A characteristic type has been
the increases in accounts payable for imports. To
some extent this kind of change accompanies a
general rise in the value of trade as there is normal-
ly a float of accounts payable which increases when
the volume of trade rises, But during 1950 there
were increases in these inflows of capital which
may be associated with the speculative atmosphere
affecting capital movements between Canada and
the United States, particularly in the summer of that
year. While short-term inflows continued in 1951,
these were heaviest in periods when the volume of
imports was at a peak and a motivating factor was
provided by the credit stringency in Canada. In
the year as a whole the net inflow of these types of
capital was much less than in 1950 as there were
outflows in some periods. While increases in short
term payables for imports are an important element
in these movements in both years, there were also
inflows through short term borrowing of other kinds
and inflows connected with reductionsin receivables
and other forms of Canadian owned assets abroad.

Short term movements between Canada and the
United Kingdom include large changes in British
balances in Canada. While there was a large rise in
these in 1950 there was a decline of comparable
size in 1951.

Capital movements on account of the Canadian
Government in 1951 were confined to repayments on
war and post-war loans by the United Kingdom and
other governments. Repayments by the United
Kingdom on the 1942 loan amounted to $34 million
and at the end ot the year the first instalment of
principal of $14 million was paid by the United
Kingdom on the post-war loan of 1946, Repayments
by other governments on export credits extended in
earlier post-war years amounted to $20 million. The
total of $68 million of these repayments on loans by
the Canadian Governmentin 1951 compared with total
repayments of $74 million in 1950 in which year on
the other hand there were also final drawings of $50
million on the loan to the United Kingdom.

Canadian lnvestment
foreign capital to total capital investment being

made is much smaller than was the case in earlier
periods of high investment activity.
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In expressing this role as a ratio, careful note
must be taken of the factors selected and the
concepts behind this selection, It should be noted
in particular that the statistical categories which
measure capital inflows and domestic capital forma-
tion are not always directly comparable.

One way to look at this is to measure the pro-
portion of national saving which is contributed on
balance by non-residents. This contribution can be
definedasthe current account deficit plus reinvested
eamings of foreign controlled companies. If this is
compared with all types of investment in Canada,
net of depreciation but including gross government
investment, it appears that this ratio was about
one-seventh in 1950 and slightly higher in 1951,
The net confribution by non-residents and foreign
controlled companies to the savings used for all
types of investment in Canada was therefore only
about one-seventh in 1950 and 1951. But, incontrast,
Canada was a net exporter of capital for a long
period of years prior to 1950.

Another way to look at this is to measure only
foreign participation in Canadian investment. For
this purpose only the inflow of capital to Canada
for investment purposes is considered, while out-
flows for retirement of securities or other purposes

are neglected. The ratios derived here depend very
much on the types of capital inflow selected for
consideration and the extent to which these are
gross or net, One type of inflow which is not con-
sidered here is the purchase of outstanding securi-
ties, which does however affect to some degree the
conditions of financing in Canada., Also neglected
are short-termi capital movements, which to some
extent finance investment. For this comparison the
inflow for long-term investment purposes is defined
as total new issues and the increase in value of
foreign direct investments in branches and subsi-
diaries in Canada. This particular comparison in-
dicates that in 1950 and 1951 less than one-fifth of
all typesof domestic investment, net of depreciation
but including gross government investment, was fi-
nanced by foreign participation in Canadian invest-
went, Even if housing (which is largely a field for
domestic financing) is excluded from the investment
figures, foreign participation accounted for less
than one-quarter of all other types of investment in
1950 and 1951, and less than one-sixth in 1948

Statistics on the total value of non-resident
investments in Canada at different year ends are
shown in Tables 6 to 12. Comments on this group of
investments appear in a later section of this report
under the heading Foreign Capital Invested in
Canada.

STATEMENT 5. Canada's Official Holdings of Gold and U.S. Dollars?!
(In millions of U.S. dollars)

= Gold d olljl.asl:s 2 Total
December 31, 1994 ... ieiimiiiiimmiesenisiosonsironsneesaiessanssssasness raasesanas s sonnessbasassranessrsoraaee 293.9 608. 3 902. 2
DeCeMDErRI gl O d e, surciasrmmesssamussersnsmusssssassenn avuarmsmossliaaessssuassaasseonssasesnasasamsoaneavasss 353.9 1, 154.1 1,508.0
December 31, 1946 ..o i innnssne tmsrssessarastsesanasassassssatssasss sasnes suase 536.0 708.9 1,244.9
December 31, 1947 i rennrtisinisiitisssines ssasasstn s srassbsns s ee s s bbb ass o smanarosenss ranas dnenns 286. 6 215.1 501.7
DeCcember 31, 1948 . veciiiiiiieiirnraritsnessisn st ar st e e sest shsanssbasses s b se s snsnasassa s ansRa s e st 401.3 596. 5 997.8
December 31, 1949 .ciiiiiiirieerireiriasanessisiesisianes st erassnsstnsansasssbes sens ssanesssnss onnss sansseresss 486. 4 630.7 1, 117.1
December 31, 1950 ...cciiccereeirmraimeriotiiiienm e sttt sesasssnssnesstessatsassosas dranssssarannarasns 580.0 1, 161.5 1,741.5
December 31, 1951 .iiiiiiiniiiciisnionmiisisisommsesmerersssineisnsestsstsssssessntsessasstsesenss 841.7 936.9 1,778.6

1. Exclusive of working balances and gold held against Postal Savings Bank deposits.
2. Includes United States exchange and short-term securities of the United States Government

Current Transactions with the United States

The current account deficit with the United
States more than doubled in 1951, rising from $403
million in 1950 to $955 million and compared with
$1, 135 million in 1947, the highest vear earlier. The

largest single change responsible for this deterior
ation wasthe risein imports of $755 million, or 36%.
The rise in the value of exports was $280 million
and the rise in the import balance was $475 million.
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STATEMENT 6. Factors in Canada’s Current Account Deficit with the United States
(Millions of Canadian dollars)

Net
= 1947 1948 1949 1950 1951 Change

1951

Merchandise Trade:

Imports from U.S.A. (adjusted) ........ccovcivmeereoenenn. 1,951 1,797 1,899 2,093 2,848 - 755
Exports to U.S.A. (adjusted) . 1,061 1,508 1% 521 2,046 2,326 + 280
Net IMPOFLS . ..ccvviviiiivcivsvscsirnecesnevesreseivessssnnen | = 890 - 289 - 378 - 47 - 522 - 475
NBEIRREIREVE RO 440 2 st vo st b s BB e it B 99 + 119 + 139 + 163 + 150 = i
Tourist expenditures ..........cocoeeiivveissnineriirecsesessesions 89 + 154 + 104 + 67 + 9 - 58
Interest and dividends ..... w | = 239 - 280 - 285 - 360 - 321 + 39
Frejght and shipping ..........cccoevvviiecivccicciiiccecvnneens | = 117 - 82 = 87 =183 - 112 - 29
All other cutrent transactions ............ccoccmeveerrerinene. - 7 ~ 65 - 102 - 143 - 159 Sl
Total Current Deficit ......................ooooovvii - 1,133 - 393 - 589 - 403 - 953 - 552

This was about ten times the size of the adjusted
import balance in 1950 but still much less than the
import balance of $890 million in 1847, Another
important contributor to the increase in the current
deficit in 1951 was the reduced surplus on travel
account which made up $58 million of the net dete-
rioration of $77 million from non-merchandise trans-

actions with the United States. Other unfavourable
changes were the drop in the Canadian dollar value
of gold production available for export and increased
deficits from freight and shipping and miscellaneous
current transactions. The only net change acting to
offset some of these increases in the deficit was a
reduction in payments of dividends.

Statement 7. Merchandise Trade of Canada with the United States by Main Groups, 1950 and 1951
(Millions of dollars)

Domestic Exports Imports
1950 1951 (Pereentagq  yg59 1951 PSiaeninge
% %
Agricultural and Vegetable Products ... 176. 9 263. 4 48.9 180. 1 208.5 15.8
Animals and Animal Products ... wvmeromrereresoesensens 253.3 265.5 4.8 57.2 73.5 28.5
Fibres, Textiles, and Textile Products ........cccecurnenee 18.3 19.6 =1 151.8 221.0 45.6
Wood, Wood Products, and Paper .....cccveeeeverrcencirnanencn. 1,016.4 1,114.6 9.7 92.3 125.6 36.1
Iron and its Products ..........ceeeeeee 136.5 169.2 24.0 811.0| 1,146.8 41.4
Non-Ferrous Metals and Products .....oceemicrnniinnns 267.1 278.0 4.1 135. 7 192. 8 42.1
Non-Metallic Minerals and Products .......cceccceeeneen. 74.0 89.9 a1.5 430.9 435.9 1.2
Chemicals and Allied Products .........ccoecrssenonnness 58.5 67.3 15.0 134.6 165. 1 22.7
Miscellaneous Commodities ......cucwe covimiresseraeneneses 20.0 30.2 51.0 136.9 243.7 78.0
Total (unadjusted) ... rsiianenes 2,021.0 | 2,297.7 13.7| 2,130.3 | 2,812.9 32.0

Note. The above figures have not been adjusted for balance of payments purposes.
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The rise in the volume of imports from the United
States was responsible for much the major part of
the increase in import debits in 1951. Another signi-
ficant part of the import figure used in the balance
of payments covers payments to the United States
Government on account of purchases of military
equipment and supplies. Part of these were delivered
abroad and part had not been delivered at the year
end. The portion of the rise in imports from the
United States which was due to price increases was
minor as the increase in the Canadian dollar prices
of these imports seems tohave been appreciably less
than 10%

The increase in imports has been widespread.
Most groups of commodities have shared the rise
indicating the high Ievels of investment and defence
activities and consumption. Another significant part
of the rise seems to have been related to the inven-
tory rise which was so heavy in the period when
imports were at a peak. The groups of commodities
from the United States in which increases were
greatest reflect a variety of demands.

Almost half of the increase in recorded imports
from the United States in 1951 was due to increased
imports in the iron and products group. Of the in-
crease of $336 million in this group of imports, $92
million was due to imports of non-farm machinery,
$59 million to imports of automobile parts, passenger
cars and buses, $32 million to imports of internal
combustion engines, and $46 million to rolling mill
products.

The miscellaneous commodities group showed
the second largest increase with a change of $107
million over 1950. The items contributing most to
this increase were tourist imports (included in travel
expenditures), aircraft and parts(excluding engines),
andrefrige-ators and parts. Large increases occurred
also in tne textiles and non-ferrous metals and
products groups. In the former group, the largest
rise was an increase of $24 million in raw cotton
imports due mainly to a diversion of purchases to
the United States, while the increase in the latter
group was primarily due to increased imports of
electrical apparatus,

Each of the remaining groups showed increases
under $50 million.

The only group which failed to rise significantly
in value was non-metallic minerals and products,
which is next only to iron and its products in size.
The largest commodity in this group which is bi-
tuminous coal, fell by $3 million. Of the remaining
large commodities in this group, anthracite coal and
gasoline decreased slightly, crude petroleum fell
from $90 million to $60 million, and fuel oils rose
by $10 million. Influencing the drop in imports of
crude petroleum from the United States was the use
of new Alberta production and an increased use of
overseas sources of supply.

There was not muchchange in the over-all volume
of exports to the United States in contrast to some
recent years, like 1948 and 1950, when very rapid
increases in the volume of exports to that country
occurred. The gain of 13.7% in the value of exports
to the United States appears to have been generally
a reflection of the rise in export prices. But there
were a number of fluctuations both upwards and
downwards in the volume of different commodities,
No single factor was alone responsible for these
changes, The volume of some commodities was sig-
nificantly higher, notably grains, wood pulp, paper,
pulpwood, nickel and asbestos, but declines oc-
curred in the volume of some commodities such as
lumber and in mostof the non-ferrous metals, notably
aluminum, copper and lead. At the same time exports
of many other commodities including fish and other
animal products remained at a volume comparable to
the previous year. United States demands remained
generally very high, but declines in demand affected
some commodities such as lumber., On the other
hand, other commodities like pulp rose further with
heavy demands and increasing supplies. Qverseas
mark ets took more basic raw materials than formerly.
Consequently declines in shipments to the United
States were generally accompanied by heavier ship-
ments overseas,

Apart from merchandise trade the largest single
change in current transactions with the United
States in 1951 was the sharp drop in net receipts on
travel account from $67 million to $9 million, A large
rise in the travel expenditures of Canadians in the
United States was the principal reason for this re-
duction in the balance of receipts. Expenditures by
Canadians rose 279 over the previous peak in 1950,
reaching a new high of $246 million. The volume of
traffic was generally heavier, particularly in the case
of automobile travellers, Average expenditures
were also heavier than in previous years, there
being less limitation on travel expenditures outside
of Canada. Purchases of merchandise constituted a
substantial part of total expenditures, There was a
gain of 43% in the value of travellers’ purchases
entered under the $100 customs exemption privilege
in 1951.In contrast there was a slight decline in the
estimated expenditures of American travellers in
Canada to $255 million. Although the number of
visitors from the United States rose there was a
drop in average expenditures due at least partly to
the trend towards shorter visits which has been
evident for several years.

The deficit with the United States on account
of interest and dividends was reduced by $39 million
to $321 million, which was still much higher than in
the years preceding 1950. The principal change in
1951 was a reduction in dividend payments by
Canadian companies to United States shareholders
from $321 million to $284 million, Interest payments
on Canadian bonds and debentures held in the
United States rose by $5 million to $94 million.
The remainder of the change was an increase in re-
ceipts from the United States by Canadians of $4
million of interest and $3 million of dividends to
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totals of $15 million and $42 million respectively.
The drop in dividends mentioned above, occurred in
payments by Canadian subsidiaries to parent com-
panies. There was an increase in dividends paid to
shareholders in the United States by public com-
panies. The reduction in dividends paid to parent
companies indicates that a larger part of earnings
of United States controlled companies was rein-
vestedin 1951 than inthe preceding year as earnings
were generally higher. Influencing the withdrawal of
earnings have been such factors as the various
needs of companies for funds in Canada at a time of
high activity and investment and tightness of credit,
Interest payments only rose moderately in 1951 even
though there was a large increase in United States
holdings of Canadian bonds. Most of the new issues
occurred well on in the year and consequently in-
terest payments on new issues in 1951 were not
large.

The deficit on freight and shipping account with
the United States of $112 million was $29 million
larger than in 1950. Most of this change was brought
about by the increased inland freight to the border
on the larger volume of commodities imported from
the United States. Payments for inland freight on all
commodities moving by rail increased only moder-
ately. This was due to the large element of freight
on coal, the volume of which did not change much,

and to the reduced premium on United States ex-
change. There was a substantial increase on inland
freight on non-coal imports, reflecting the rise in
volume, and some increase in United States rail
rates. Payments fo United States shipping com-
panies for charters and ocean freight did not make
up a large part of the increase, although they were
higher than in the previous year. Receipts from the
United States on freight and shipping account were
not much different in total from the previous year.
Larger receipts by Canadian railways on inland
freight were generally offset by reduced receipts
of Canadian ships carrying exports to the United
States, particularly in some trades like lumber.

There was a substantial increase in the deficit
from migrants’ funds and inheritances and from all
other current transactions which rose in the year
from $143 million to $159 million. There were marked
increases in both receipts and payments, but the
increase in payments was greater, while costs of
business services contributed to the higher level of
both receipts and payments. Another factor in-
creasing receipts was expenditures in Canada by
the United States on defence activities and instal-
lations. In the case of payments to the United
States an important element in the higher level
originated in greater outlays for services incurred
in the expansion of productive capacity.

Statement 8. Capital Transactions Between Canada and the United States !, 1949-1951
(Millions of Canadian Dollars)

1949 1950 1951
Transactions in Canadian debtor securities:
Net sales of outstanding ISSUES ...cccvecciccemirececnemniiirracnnrrsrensracsesasassacanen + 26 +362 tan20
RlewsISSUBSER. .. 5. S0 B o i anaie + 105 + 210 + 404
Retirements.......... BTl « o aevvs B hoe isisy oas ST Ta s S I T 0 - 136 - 263 - 159
Transactions-in foreign debtor securities:
Net sales of outstanding issues .......ccunion. + 15 + 66 + 15
Retirements ......c.cceceerevvennnne O R DU ey reem. By et SO < O + 1 S | + 2
Direct investments in Canada 2 + 84 + 199 + 259
Canadian direct investments abroad2............coecvenrevrernomsreosssesssnsosseassessone + 16 + 41 - 4
Change in Canadian dollar balances owned in the United States...........cccsvererenenee - 8 + 91 = 453
Refunding loan proceeds set aside for retirements ... - 18 + 183 -
Other net private capital movements including errors and omiSSions .........c.eceeee - 36 ~+ 229 + 76
Net inflow of capital W B [ e B L ] RS L N + 49 + 960 + 560

1. Exclusive of change in official holdings of gold and U.S. dollars but inclusive of some capital transactions on

account of other countries.
2. Exclusive of undistributed profits.,

3. Both this item and the related retirements have been recorded at the raLe of exchange in effect at the time of the

refunding, viz, $1.00 U.S.= $1.00 Canadian,

Note. A minus sign (-) designates an outflow of capital from Canada.
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Capital Transactions with the United States

The general features of capital movements
between Canada and the United States have been
described in the section above on Capital Move-
ments. A summary of the principal groups of move-
ments in the account with the United States is
shown in statement 8. The net inflow of capital from
the United States of $560 million in 1951 compares
with $960 million in 1950.

Relatively more of the net inflow of capital in
1951 was in types of movement which usually re-
present long term investment in Canada, such as
direct investments, and new issues of securities
floated in the United States. Conspicuously large
declines occurred in inflows for the acquisition of
outstanding domestic securities and in short term
movements. There was also much less of the inflow
in 1951 taking the form of reductions in Canadian
assets in the United States than in previous years,

The value of United States investments in
Canada shown in statements of foreign capital in-
vested in Canada rose by some $660 million ac-
cording to a very provisional estimate of the value
of investments at the end of 1951 shown in Table 6.
This growth mainly occurred in the value of direct
investments in branches and subsidiaries through
transfers of capital and reinvestments of undistri-
buted earnings, but the value of portfolio invest-
ments rose through sales of stock of Canadian com-
panies, and through new issues of Canadian bonds
in the United States which exceeded retirements and
net repurchases of outstanding bonds. The corres-
ponding increase in the value of the United States
investments in 1950 was $670 million. In both years
these increases are exclusive of changes in United
States bank balances in Canada and changes in a
variety of other short term types of liability which
are not included in totals of United States in-
vestments in Canada.

STATEMENT 9. Canadian Domestic Exports to the United Kingdom, 1948-1951
(Millions of dollars)

1948 1949 1950 1951

Wheat .......... Esree e e st s e e 196. 5 280.17 173.7 159.2
Wheatsfiour B aBoorr M e nr e sy 61.6 46.7 41.0 43.0
Bacon and hams .......ccccceceemimcnneenniienenerernens 67.8 23.4 24.4 0.6
CIUBBBEL. ... setosnsasnasanessassasasssstsassusssans s sabonsss sannsss vuss snedssnansansuanssnesissannansssssesasestosesanss 11.1 15.2 15.1 8.7
Tobacco, UNMANUFACLUFEA ...ocviviiieeieiiieiiiinereieaer e sastrsenvesseaesssaessssnnesssssssssanssnns cneas 6.3 7.3 8.3 13.5
PIanKS and DOATAS ..oocnniiiiiiecceee e cecieste s sts e ceres s ces saabanes s e s sbanns s e samasaasaaeesnnss 43.9 37.4 20.4 79.0
WOOAPUIP c.cveeieeiierrereieneseerecinnesmaens srenesranessasasanernenes 21. 4 19.3 13.1 37.8
] o) 1L T T PRy T A 5.3 8.9 1.9 /5 6)
Other fOreSt PrOAUCES ..u.uovereeiviieaeiieeeersiineneeeersrensrtenmessssansnseausensnssnsens samesessnans pnssnen 30.0 19. 2 5.3 16. 9
Aluminum, primary and semi-fabricated ........ccccoiiiiiininniiae 39.9 48.7 39.2 SH-2
Copper, primary and semi-fabricated.........ccc.ceomneniniiminirer s nenes 34.7 32.3 29.3 28.6
Zinc and lead, primary and Semi-fAbriCALed .. ... .romrevceeersessssrerisss e srresssennen 21.1 29.9 14.7 40.1
Other non-ferrous MetAlS ....cccvviveiiieniiciicnitemerenirasneeinsrs v stesssansscsossanesessasmmnsnasnanns 30.2 37.0 34.2 L5 |
All other cOmMMOGILIES ...cooceni s rrae s erre s s s nrese s e eesananean 111. 1 99. 0 49.3 83.7

TOLAL EXPOTES .o oot ccicccne s re s e e eeaeeeone e ar et e sbnsaae e meanecan s e an 686.9 705.0 469.9 631.5

Note. The above figures have not been adjusted for balance of payments purposes.

Current Transactions with the Sterling Area

A striking feature of current transactions in
1951 was the return of a substantial credit balance
with the sterling area. This rose from $5 million in
1950 to $191 million in 1951. Most of the change
occurred in transactions with the United Kingdom
which rose from a current surplus of $28 million to
one of $220 million. There was again a small current
deficit with the rest of the sterling area amounting
to $29 million.

The transformation in the current surplus with
the United Kingdom was mainly caused by the in-
crease in Canadian exports. Other contributors to
the improvement were a larger surplus on freight and
shipping account and increased receipts of interest
with the first payment of interest by the United
Kinedom on the post-war loan from Canada.

The increase in exports to the United Kingdom
was from $469 million to $636 million. The most
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important increases were in forest products and non-
ferrous metals which rose $100 million and $64
million respectively. In the former case the increases
were general with lumber and wood pulp making up
the bulk of the increase. In-: non-ferrous metals
aluminium, Jead and zinc showed large increases.
At the same time there were declines in exports of
food, the largest being in wheat, bacon and cheese,

The increase of $18 million, or 4% in the value
of imports from the United Kingdom was moderate
compared with the expansion which occurred in the
previous year, and the over-all volume of imports
appears to have declined. The principal reason for
the decline in volume was the reduction in imports of
automobiles in the second half of the year. The va-
lue of automobiles imported in the year dropped from
$73 million to $29 million. The value of imports of
textiles roseto a new peak and imports of many other
commodities were higher, particularly in the field of
metal products. ut these increases were less than
the drop in automobiles.

The improvement in the current balance from
non-merchandise f{ransactions with the United
Kingdom was $43 million. These transactions were
close to balance in 1951 compared with a deficit of
$42 million in the previous year. The principal
factors bringing about this change were the increases
in interest receipts of $24 million and an increase
in freight and shipping receipts of $27 million. The
former change was mainly due to the receipt of
$23.7 million on the post-war loan. The latter im-
provement was a reflection of earnings on the in-
creased volume of exports combined with transfers
of earnings to Cahadian shipping companies by the
British managers of Canadian vessels to whom ships
had been transferred in 1950 for operation under
British registry. Receipts from United Kingdom
travellers and transfers of immigrants’ funds and
inheritances were only slightly higher in 1951 as
each of these types of British expenditure are re-
stricted, This stability in transfers by immigrants
continued in spite of a much larger volume of im-
migrants from the United Kingdom as there was a
smaller portion of instalment transfers continuing
from earlier years.

There was also a substantial increase in current
Canadian payments to the United Kingdom for non-
merchandise items. Payments on freight and ship-
ping account were higher with larger eamings of
British shipping companies, and payments of interest
and dividends of $59 million also showed a gain of
$4 million over 1950 with a rise in dividends to
United Kingdom shareholders. There were also in-
creases in payments to the United Kingdom for
services, Larger transfers on account of insurance
and & rise in government expenditures were the
principal factors in the increase in payments for
miscellaneous services.

There was again a small current deficit with
the rest of the sterling area in contrast with the
surplus which was characteristic before 1950. The
deficit rose from $23 million to $29 million. This
contrasts with a surplus of $135 million in 1949 and
$241 million in 1947. The principal changes in cur-
rent transactions with this group of countries in
1951 were on merchandise account. An increase in
the volume of exports occurred but the rise in prices
of some primary commodities, like wool, rubber and
tin purchased from Commonwealth countries, was
enough to more than offset this gain.

Exports to most Commonwealth countries were
higher in 1951 than in 1950 but the total value was
still less than in 1948 or 1949. Restrictions on
imports of Canadian goods continued to prevent the
total of exports to Commonwealth countries re-
turning to the levels before the intensification of
restrictions in 1949. These were particularly instru-
mental in reducing or eliminating many exports of
manufactured goods from Canada. The bulk of the
increase in the value of exports which did occur was
concentrated in a small range of basic commodities.
While many other commodities did increase in 1951
they remained comparatively small individually, For
example, the main items accounting for the increase
were wheat, lumber and automobiles. The increase
in wheat exports was primarily due to an increase
in exports to India which rose from $5.2 million in
1950 to $18.7 million in 1951. Exports of auto-
mobiles, both passenger and freight, increased from
$23.7 million to $33.7 million, with the Union of
South Africa accounting for almost half of the rise,
Other increases were scattered through a wide range
of commodities. Exports of locomotives to India,
which had been $27.1 million and $10.9 million
respectively in 1949 and 1950, were of negligible
size in 1951.

The principal factor influencing the sharp rise
in the value of imports from the rest of the sterling
area was the increase in prices of primary commodi-
ties. The volume imported of many of these was no
higher than in the previous year, increases in
volume being less frequent than declines. The
greatest increases in value were in commodities
imported from Australia, the Federation of Malaya,
and New Zealand. The value imported from other
regions was approximately the same as in the
previous year,

There continued to be net receipts from all
other current transactions with the rest of the
sterling area. These were slightly less than in the
previous year with a decline in dividend receipts.
Eamings on inland and ocean freight were the
principal sources of net receipts but were again
much less than several years ago when the volume
of trade and the number of Canadian shipping
vessels on Commonwealth routes were greater,
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STATEMENT 10. Summary of Current and Capital Transactions Between Canada and the Sterling Area,
1938 and 1946-19351

(millions of dollars)

- 19381 | 1946 | 1947 { 1948 | 1949 | 1950 | 19513
Current Account:
Gross Current Receipls ........cccvieiiiivieiienn i e e e 508 | 1,144 1,382 1,260 | 1,230 829 1,117
Gross Cwrrent PAYMENLS ........occceviviiecrsnneeiervenieesnesesnesnesssseansesensens 337 480 508 645 656 824 926
Current Account Balance ...........cccccevriviencenne +171| +664| +874| +615| +574| + 5{ + 191
Current surplus with United Kingdom .........ccoceviveviivnccnn | + 127 | + 500 | + 633 | + 486 | + 439 + 28| + 220
Current surplus with Other Sterling Areal ................|+ 44| +164 | +241| +120 [ +135| --3| . 29
Capital Account:
Postwar Loan to United Kingdom ...........c...coevveciieviincrminneveccnen s — | -540 | - 423 | - 52| - 120 -50| + 14
Repayments by U.K. on War [,0ans — |+ 89| +104 |+ 64|+ 5| +51] + 34
British Financial Settlement and Interim Advances (net) ............ — |+ 38 — — — - -
Repatriations of Securities ........cc.coivnerimeennennncenines - 33 |-131|- 50|- 18} - 26| .53 - 33
Other Capital MOVEMENLS ............ccccvvevrvnrerveiner e snescsresnsemrsnenneeees | = 26 |+ 291 - T - 20| + T4 + 614 - 324¢
Net Capital Movement .. .......ccccovimiivirivcvninenn - 59}-515|-36(- 26| - 72| + 9| - 17
Sales of Gold ar Convertible Exchange .................... - 11234 -150 | - 505 | - 597 | -491 -14] - 174
Balancing Item — |+ 1|+ 7T+ 8- 11 = -
- 171 | - 664 | - 874 | - 615 | - 574 - 5{-191

1. Includes only Commonwealth countries in 1938.
2%
3. Subject to revision.

4. Including balancing item.

In 1938 this item indicates the net amount of exchange available for multilateral settlements.

Capital Transactions with the Sterling Area

Capital transactions between Canada and the
sterling area of a long-term character were inwards
on balance, although to a considerable extent off-
setting. There were inflows in connection with
payments of government loans and for direct in-
vestment in Canada by British companies and out-
flows in connection with security transactions in
the form of retirements and liquidations of out-
standing securities and small outflows for direct
investments in the sterling area. Short-term move-
ments, mainly in the form of a reduction in British
balances in Canada, were large and outward in
direction in contrast to the previous year,

Repayments on government loanstotalling $47.8
include the first instalment of $14 million princi-
pal on the post-war loan of 1946 and $33.8 million
on the war Joan of 1942. The amount outstanding on
the post-war loan was, therefore, reduced to $1,171
million and the war loan, which originally totalled
$700 million, was reduced to approximately $222.7
million, Repayments on the war loan are related to
certain groups of capital movement between Canada
and the United Kingdom, principally liquidations in
earlier periods of United Kingdom holdings of
Canadian securities either through sale or redemp-
tion. But offsetting part of these outward move-
ments of capital from Canada in the calculation are
inflows of a direct investment character in con-

nection with the development or expansion of busi-
nesses in Canada owned in the United Kingdom and
in earlier years British expenditures in Canada on
certain aircraft.

Capital inflows on private account included
$28 million for direct investment by British busi-
nesses in Canadian branches and subsidiaries.
This is considerably greater than in the previous
year when corresponding inflows were $19 million.
These capital movements shown in the capital ac-
count of the balance of payments are exclusive of
reinvested earnings and consequently the full rise
in value of British direct investments was greater
than this. In 1950 the value of all British direct in-
vestments in Canada rose by about $40 million to
$447 million., The growth in this group of invest-
ments has been chiefly in concerns engaged in
manufacturing or merchandising. These two groups
alone show a rise of $47 million in 1950 of which
$38.9 million was in manufacturing and $8.3 million
in merchandising establishments. These represent
a substantial rate of annual growth, about 15% in
the case of each group of investment. There were,
however, in 1950 small declines in investments in
railways and financial concems. In the four years
from 1947 to 1950 British direct investments in the
manufacturing industries in Canada have risen by
$133 million or 86%.
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Transactions in securities with the United
Kingdom led to outward movements of capital as
investments of this type are still subject to British
controls. Redemptions of Canadian securities, mainly
owned in the United Kingdom, amounted to $24
million, But there were some new issues sold to
United Kingdom residents in connection with refi-
nancing. The issues retired were chiefly municipal
and corporation bonds. Repurchases of Canadian
securities from the United Kingdom amounted to $16
million, about half the total of the previous year and
were mainly made up of stocks of Canadian com-
panies. Also adding to the outflow of capital to the
sterling area were net outward movements from
Canada in connection with the establishment or
development of direct investments by Canadian com-

Transactions with Other

One of the outstanding features of Canadian
trade in 1951 was the rise in exports to overseas
countries. Exports to all non-sterling countries over-
seas rose by $301 million. There was a rise in
Canadian imports from the same group of countries
of about one-half this amount with the result that
the export balance rose by $166 million. This was
the principal reason for the rise in the credit bal-
ance with these countries of $171 million of which
$111 million was from the improvement with the non-
sterling countries of the OEEC. The current account
surplus of $220 million with these latter countries
was almost as large as the surplus in 1948. There
was also a surplus of $20 million with the remaining
non-sterling countries overseas compared with a
deficit of $40 million in the previous year.

A large part of the rise in exports was in food
and raw materials to the OEEC countries, Exports
to this region rose by $166 million and the expart
balance by $106 million, as imports also increased
moderately, Increases in exports to Belgium, France,
Germany, Italy, the Netherlands and Norway were
particularly large and with most of these countries
the export balance was also large even though
Canadian imports from the same countries generally
increased sharply. About one-third of the exports to
Europe was in wheat and flour in 1951 and the
total of these commodities was almost double the
previous year, Another sharp gain occurred in
exports of coarse grains, and large increases in
wood pulp, pulpwood and copper constituted most of
the remainder of the increases in exports to the
Continent. in the case of imports from Europe there
was a striking increase in imports of rolling mill
products. Imports of machinery and textiles were
also much higher. The increase was distributed over
imports from most countries, but increases from
Germany, Belgium and France were most outstanding.

Another outstanding development in trade was
the rise in exports to Japan which increased to more

panies, These were $6 million compared with $4
million in 1950.

Short-term movements of capital were outwards
from Canada on balance. The largest change was a
reduction in British cash balances in Canada which
had risen during the previous year.

Multilateral settlements with the sterling area
amounted to $174 million. This contrasts with the
previous year when these transactions were mainly
offsetting. These debit entries represent receipts of
exchange from the United Kingdom and the rest of
the sterling area taking a variety of forms. While
official transactions make up the largest part of the
total there were also some private transactions in
the settlement of accounts between the sterling area
and Canada,

Overseas Countries

than three times the value in 1950, with particularly
large gains in wheat and pulp. A general increase in
exports to Latin America also contributed to the
growth in exports and Canada had export balances
with some countries in that region, such as Brazil
and Mexico, where trade in the previous year had
resulted in import balances, The large import balan-
ce from Venezuela arising from petroleum imports
increased, however, with the result that the import
balance with Latin America was only reduced from
$70 million to $66 million.

The principal changes in non-merchandise items
were increased receipts on freight and shipping
account and in transfers by immigrants. The former
was due chiefly to larger inland freight receipts on
the increased volume of goods exported and thelatter
reflects the increased volume of migration from the
Continent to Capada. There were also increased
payments on shipping account for freight on imports
carried by European ownedships, and personal remit~
tances were also heavier.

Capital transactions with other averseas coun-
tries in 1951 included receipt of $20 million princi-
pal on Canadian export credits. Net sales of outstan-
ding Canadian securities amounted to $34 million
compared with $1 million in 1950, and were mainly
to Switzerland, while $9 million was received for
direct investment in Canada compared with $3million
in 1950. While there was on balance a small net li-
quidation of Canadian direct investments in these
countries in 1950, in 1951 there was an outflow from
Canada of $16 million in connection principally with
Canadian enterprises in Latin America. The outflow
of $23 million recorded under other capital move-
ments compares with an outflow of $29 million in
1950 and reflects mainly the reduction of Canadian
dollar liabilities to these countries and to interna-
tional institutions.
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Mutual Aid by Canada

The entries of Mutual Aid shown in Table 3 are
confined to contributions by the Canadian govemment
to the North Atlantic Treaty countries under the
Defence Appropriation Act. These contributions have
been made up mainly of transfers from Canadian
stocks of military equipment and supplies. The ship-~
ments have not been included in totals of recorded
exports in the statistics of Canadian merchandise
trade because of their special character, The con-
tributions also include the provision of air training
in Canada to European air crews, The entries in
current credits covering exports of Mutual Aid are
offset by entries of corresponding size in current
debits representing the contribution of this aid to
Nato countries. The figures of Mutual Aid have not
been shown by countries, being only included in the

column for all countries. The provision of Mutuai
Aid does not give rise to international capital move-
ments, Consequently the entry of Mutual Aid in the
current account does not affect the current account
balance which in the past two years has reflected
the net movement of capital to Canada.

Other contributions by the Canadian government
to the work of international organisations are inclu-
ded in the item *‘*All other Current Payments'', of
the current account. In the last two years these have
included cash contributions and some exports in kind
to such organisations as the Intemational Refugee
Organisation, the United Nations International Chil-
dren’'s Emergency Fund, and United Nations Korea
Relief.

Miscellaneous Current Transactions

Miscellaneous current transactions have grown
rapidly in the last few years. The bulk of these
transactions is with the United States, but in some
cases, such as insurance, transactions with the
United Kingdom are also large. These transactions
are shown in five groups in statement 11. Miscel-
laneous government transactions exclude such items
as imports and interest; they include grants to inter-
national agencies but not to Nato countries, the
latter being covered separately. The largest item,
and the one accounting for most of the fluctuation
from year to year, is that of business services.

In the item labelled business services and other
transactions, the business services account for over

four-fifths of the receipts and about three quarters
of the payments. On the payments side, a large part
of the other transactions consists of payments by
railways for various purposes which often correspond
to services. The business services cannot be classi-
fied easily at this time, but they cover such items
as royalties, patents and copyrights, administration
and management, services on imports, commissions,
and so on. A large part of these services are asso-
ciated with United States direct investments in
Canada and Canadian direct investments abroad.
The high rate of investment activity in recent years
has led to particularly large payments to the United
States for services in connection with these deve-
lopment projects.

STATEMENT 11. Miscellaneous Current Transactions With All Countries — 1950 and 1951
(Millions of dollars)

e e . 7 1950 1951
(/L "‘)t [’ “y ‘:Y ) 7r Tyl
Yz 24 " R -
C' 4 A Q } / /
/ L4 Co 7 / Receipts | Payments | Receipts | Payments
“ i i
’ ot -
14 T Sein=
S / 39 58 42
28’ 18 35
36 ¢ 18 44
Miscellaneous income? ................. 5. 30 2% lés 29 19
Business Services and other transactlons NI S e OO, reee e, | g, =00 256151 153 316
TRAN MEY e 2ol Ak S A SASIAGE... At ... AR ML N3 2 384 | 276 456

1. Subject to revision.

2. Including transfers of branch profits by insurance companies. il
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Changes in Prices and Volume

As was the case in 1950, the prices of merchan-
dise imports as a whole in 1951 rose more quickly
than did export prices. The result was that the terms
of trade, measvring the ratio of export to import
prices, continued to decline. In other words, as
compared with the base period 1948, a larger volume
of commodities had to be exported in 1951 to secure
a given volume of imports. The deterioration in the
terms of trade was not as great as in the previous
year, since the increase of 13.1% in export prices
was not much less than the import price increase of
14.2%. It should be mentioned also that the greatest
deterioration in the terms of trade in 1950 and 1951
was concentrated in the period from December 1950
through June 1951. This period coincides roughly
with the period of large deficits in our current ac-
count. In the latter half of 1951 there was a marked
improvement in the terms of trade which raised this

index to 103.5 in December from a low point of 94.1
in May.

The volume indexes indicate that in 1951 the
11% increase in the volume of exports was not far
behind the 12.5¢% increase in the volume of imports,
while in 1950 the volume of exports remained almost
unchanged while imports rose 7.6%.

Here again it is worth stressing that the hea-
viest import volumes were concentrated in the last
quarter of 1950 and the first half of 1951, falling
off considerably in the latter half of 1951. The volu-
me of exports, on the other hand, was particularly
low in the first half of 1951 when import volume was
so high. In the second half of the year, however, the
volume of exports was much higher.

STATEMENT 12, Merchandise Export and Import Price and Volume Indexes and the Terms of Trade

1948= 100
Export Import Terms Export Import
— Price Price of Volume Volume
Index Index Trade Index Index
|72 E) oy ARGl SRR B SR 5 S U SR s N 100.0 100. 0 100.0 100.0 100.0
) e ¢ S S OO O 103. 3 103. 1 100. 2 94.2 101.6
IO S,k i e e Bvnareese avinnanae ares Baens hacnese 108. 3 110. 3 98.2 93.6 109, 2
WS TL ooseey T S SR T 1o e N UOR R o NS 122. 5 126.0 97.2 103.9 122.9
Foreign Exchange Rates

The market rate for the United States dollar
in Canada averaged $1.0527 in 1951. The rate rose
from an average of $1.0517 in January to $1.0694
in June and declined thereafter to $1.0435 in No-
vember and $1.0256 in December.

FOREIGN CAPITAL

In 1950 and 1951 foreign capital investments
in Canada increased more than in any earlier years
in recent decades. The annual increase of over $700
million in value in each year has been at a rate
close to 9% of the total of foreign investments in
Canada. The largest part of this increase has been
in the value of United States investments which
have been increasing at a rate of more than 10% in
each of the last two years. The total value of non-
resident investments in Canada at the end of 1951
is estimated provisionally at about $9,424 million
compared with $8,646 million at the end of 1950
and $7,939 million in 1949. At the close of the
recent war the value of non-resident investments
was $7,092 million. The principal growth has been
in United States investments. These have risen

The end of foreign exchange control in Canada
was announced by the Minister of Finance on De-
cember 14, 1951. Consequently, all Canadian ex-
change restrictions on international security trans-
actions and other capital movements were elimin-
ated from that date.

INVESTED IN CANADA

from $4,990 million in 1945 to $5,905 million in
1949, $6,565 million in 1950 and estimated $7,235
million in 1951. In the same six years British in-
vestments in Canada have not changed so much in
total value, although they also have risen in the
last two years from $1,694 million in 1949 to $1,723
million in 1950 and an estimated $1,772 million in
1951. Investments held in other countries than the
United Kingdom and the United States did na change
greatly in the period until 1951 when a sharp rise
occurred from $358 million in 1950 to an estimated
$417 million by the end of 1951. Detailed statistics
on these investments appear in Tables 6 to 12.

The rise in United States investments has been
both in direct investments and in portfolio holdings
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of public securities. In the two years 1950 and 1951
direct investments have increased by approximately
$800 million in value. Holdings of Canadian govern-
ment and municipal bonds rose by $364 million and
other portfolio holdings of securities by an estim-
ated $131 million. These increases are in the book

values of the investments and reflect reinvested
earnings. There was an even greater rise in the mar-
ket values of the investments in the last two years
and the aggregate market value at the end of 1951
would be much higher than the book values shown
in these statistics.

STATEMENT 13. Value of United States Investments in Canada 1945, 1949-1951
(Millions of dollars)

= 1945 1949 1950 1951}
Direct Investments.....c..occerccnnenes 2, 304 3,095 3,442 3,900
Government and Municipal BoNdS .....eeerecmencmiissnemmssenemsmmns 1,450 1,534 1,746 1,898
Other Portfolio INVeStMents ....ceicmcsmeriinesmmmsmsimuiisinseissnsisnseassee 1,106 1,106 1, 187 12387
Miscellaneous ABSEES ... eemsisessassssimesasassaadaiasesssasssssssesssosessasserasa 130 170 190 200
Total BooK VALUE ... ..ot e 4,990 5, 905 6,563 7,235%

1. Provisional estimate subject to revision,

United States direct investments at book values
are now more than twice the value of this group
in 1939. The distribution and growth of direct in-
vestments up to 1950 are shown in Table 12, This
growth has been distributed throughout the main
branches of industry with the principal exception
of public utilities in which group the value of
United States investment in controlled companies
has not changed much. The increased investment
in the petroleum industry and in mining in the
last two years has accounted for a large part of
the rapid growth since 1949. Increased invest-
ments in manufacturing have been a feature of
all post war years. The extent of the inflows of

capital in 1950 and 1951 into the petroleum in-
dustry and mining is shown in statement 15. In
the latter statement only transfers of capital shown
in the capital account of the balance of payments
are included. In addition there have been substantial
increases in investment through reinvested earnings
particularly in the field of manufacturing.

At the end of 1950 there were 2,568 Canadian
concerns controlled in the United States, of which
1,229 were in manufacturing. This compares with
a total of 1,985 concerns controlled in the United
States in 1945, of which992 were in manufacturing.

Relative Size of Non-resident Capital Invested in Canada

This growth in non-resident investments in
Canada has occurred in a period of exceptional
development in Canada. As the non-resident invest-
ment has only financed a comparatively small
portion of the total capital investment there has
been no wide change in the non-resident owned
ratio of all investments in Canada. The latter has
been influenced more by the investments in earlier
periods of national development when the non-
resident contribution was relatively greater. Earlier
periods of rapid development this century were in
the years immediately before the First Great War
and in the period ending in 1930. A comprehensive
valuation of all the capital invested in Canada at
the end of 1951 is not available and in any case
there are special problems of evaluating many types
of Canadian owned asset. It is possible, however,
to judge the relative position of foreign capital in
Canada in some spheres. For example, non-resident
holdings of Canadian bonds, estimated at $3,455
million at the end of 1951, constituted 15.2% of the
total funded debt of all Canadian governments and

corporations of approximately $22.6 billion as shown
in statement 14. The bonds owned in the United
States at that date were 12.2% of the total Canadian
bonded debt. These ratios are not very different
from several years earlier even though the non-
resident holdings of Canadian bonds has increased
through new issues sold in the United States and
through transactions in outstanding bonds. In 1947
non-residents owned 13.1% of an estimated $21.5
billion outstanding at that time. In 1939 non-resident
holdings of $3,504 million were over one-third of
the $10 billion of Canadian bonds then outstanding.
Bonds owned in Canada have risen from about $6.5
billion in 1939 to somre $19.2 billion in 1951.

Another sphere of investments where the non-
resident share of capital may be measured approx-
imately is in the business sector of the Canadian
economy. In this sphere the non-resident owned
ratio is higher than in the case of bond ownership.
The group of total investments in Canada selected
for this comparison includes corporate investments
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STATEMENT 14. Estimated Distribution of Ownership of Funded Debt of Canadian Governments and
Corporations, End of 1951

(Millions of dollars)

Distribution of Ownership
Items a
f Other
Amounts United ;
Canada |United States Foreign
Outstanding Kingdom Counlrigs
Dominions — Direct and Indirect excluding Railways 14, 842 13, 829 887 70 56
Provincials — Direct and Indirect excluding Railways 2, 674 1, 903 732 38 1
MUDEERRALS St ot e et e e e 1, 281 962 279 38 2
Total — Government Bonds.............cooooiimiiiinnnnnn. 18 797 16, 694 1, 898 146 59
Per cent Distribution.........ccccocccceoc 100.0 88. 81 10. 10 0.78 0.31
Steam RAIIWAYS ..oovrc oo ecece e e oo cae 1, 135 479 315 309 32
Other COrpOrationS.....ccovreaerncrecsmceercncmcanermenseracscsonnes 2, 700 2, 004 559 110 20
Total Bonds and Debentures ........................... 22, 632 19, 1717 2,112 565 118
Per cent Distribution........c..cccoumeeeeienrcrnncecercriennes 100.0 84.173 12. 25 2.50 0.52

1. Amounts outstanding exclude sinking funds, and in some cases are estimated. The total for other corporations
excludes some domestic issues held in Canada 1 X
2. Some securities shownas held in the United States and United Kingdom are beneficially owned in other countries.

in manufacturing, mining, railways and public util-
ities, and in the case of merchandising an estimate
of all investments including those in non-corporate
forms. But many groups of assets predominantly
owned in Canada have not been taken into the cal-
culation such as residential properties, agricultural
assets and other forms of real estate.

The most recent year for which a detailed
evaluation of Canadian owned investments in the
business sector of the economy is available is 1949.
This shows that Canadian ownership in that year
amounted to about 8% of the total. An estimate for
1950 points to about the same proportion in that
year and it is not likely that the corresponding
ratio in 1951 was changed significantly. The non-
resident owned ratio of 32% in these years com-
pares with 38% in 1939. United States ownership
of Canadian industry amounted to less than a
quarter of the total capital invested by the end of
1950.

Non-resident ownership in manufacturing varies
widely in different branches of industry. In some
industries like the automobile industry most of the
capital is non-resident owned or controlled, while
in other industries, like cotton textiles or primary
iron and steel, most of the ownership or control is

Canadian. In manufacturing as a whole the total
non-resident ownership was about 44% in 1949 and
United States ownership about 37% including in-
vestments in petroleum development by companies
engaged in petroleum refining.

In mining and smelting, including only invest-
ments in petroleum exploration and development by
non- refining companies, the non-resident owned
percentage had risen in 1949 to 429 and the United
States investment to 35%. In 1950 the United States
investment in all branches of the petroleum industry
in Canada amounted to 54% of the total book value.

In railways non-resident ownership in 1949
was 43% and United States ownership 20%, while
with other utilities the corresponding percentages
were 16% and 13%.

In merchandising non-resident ownership has
continued to be close to 9%.

If it were possible to estimate satisfactorily
the total value of all forms of Canadian investment
it seems likely that the ratio of non-resident owner-
ship to all investments in Canada is somewhere
closer to the 15% in the case of funded debt than to
the 32% in the case of the narrower field of business
investment.
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STATEMENT 135, Estimates of New Inflows of Capital from the United States for Direct Investment
in Canada, 1948-1951

(Millions of Canadian dollars)

1948 1949 1950 1951!

New Inflows of Capital:

Petroleum exploration, development and refining ..........cccceevvveevivenvneencneinnee 23 59 98 140

TTARSPOTLALION ...icciiieienreeierivniiir e eie e cernec e s esss e rrasereeessesrmensnsenss eantesenesraneesenanee - - 18 14

MIRINE (ot cte e ct e e s eseenveere b e e re s s s e en e eb e s e rannbons 4 10 29 37

PUID 8RN0 PAPEE oot ne st sessn b e veb s is e st en e en e s eneennes 14 3 9 22

Other Manufacturing and miscellaNEOUs ..........ccoocoeeeivieeieccccie e 37 42 88 86
Total Inflow of new capital 8s abOVe .......cccciiveecciivvevi vt 78 114 242 299
Return of Capital ....cciviiiiiiiiiiciiec e et e sene s enr e sresraaee seneans 11 30 43 40
Net Capital Inflow (as in statement 8) ........cccccvvmreiieiniiiie e e 67 84 199 259

1. Subject to revision.



22 DOMINION BUREAU OF STATISTICS

TABLE 1. Summary of Revised Estimates of Canada’s International Accounts, 1950

(Millions of dollars)

United
Kingdom Other Other ;
= Cou‘?ill:ll'ies and O.E.E.C. | Overseas é{ﬂ{ﬁidl
Sterling | Countries | Countries
Area
A. Current Account:
1. Current Account Balance .............ccocvivvvionieiensnereonnes - 329 + 5 + 109 - 40 - 403
B. Capital Account;
1. Postwar loan to United Kingdom ...........cccoovvvvevvecrereeeennnn, - 50 - 50 — — -
2. Principal repayments on Export Credits .. + 23 - + 16 + 1 -
3. Repayment of war loans .......... + 51 + 51 — —
4. New Issues of Canadian securities + 210 - — - + 210
5. Retirements of Canadian SeCUrities ... - 283 - 18 - 2 — - 263
Net trade in outstanding securities:

6 Canadian SeCUrIties .........ococviiveiiveeiiiieieeeeerevereseeseeeareens + 328 - 35 - 4 + 5 + 362
e Foreign securities ................... + 68 # Wiy + - + 1 + 66
8. Direct Investments in Canada ............ + 221 + 19 + 1 + 2 + 199
9. Canadian direct investments abroad .. + 36 - 4 - 2 + 1 + 41
10. Other capital movements2 .............cccoiiioiiiiiiiis + 419 + 45 + 20 + 19 + 3453
11. Net receipts of exchange from overseas countries ,......... — - 14 - 138 + 15 + 137
12. Balance from all above transactions ............ocooviveevvienns + 694 - - - + 694
13. Increase in official holdings of gold and U.S. dollars .... + 694 - - — + 694

1. Including some capital transactions on account of ‘‘other averseas countries’’.

2. Including errors and omissions.

3. Including increase in Canadian dollar balances owned in the United States

proceeds set aside for retirements in 1950 ($18 million).

($91 million) and use of 1949 loan

Note. A minus sign (-) designates payments, outflows of capital from Canada, or receipts of exchange in the single

case of item B. 11.

TABLE 2. Summary of Preliminary Estimates of Canada’s International Accounts, 1951
(Millions of dollars)

United "
Kingdom Other Other .
- c ouﬁllnl'i o and OQ.E.E.C. | Overseas é{;&?sdl
Sterling | Countries | Countries
Area
A. Current Account:
1. Current Account BalanCe ..........coccomrimiireeieeimsrereennenes - 524 + 191 + 220 + 20 = 1965
B. Capital Account:
Repayment to Government of Canada:
1. POSEWAr L108IS ....cccicviviiriiiriniirinr e snresaressesresnaeseosinesnee + 34 + 14 + 17 + 3 -
2. War loans .. + 34 + 34 - — C =
3. New Issues of Canadian securities . + 411 + 7 = - + 404
4. Retirements of Canadian securities .. - 184 - 24 e 1 - + 169
Net trade in outstanding securities:
5o Canadian securities .. + 38 ‘ - 16 + 34 - + 20
6. Foreign SeCUrities ........ccceiiviiiioiiiiiniee oo eeseens + 2 — - - =3 15
7. Direct Investments in Canada ..., +206 | + 28 + 9 — + 259
8. Canadian direct investments abroad .. - 26 - 6 = 5 Bl - 4
9. Other capital movements . . - 52 - 54 - 13 - 10 % Josp
10. Net receipts of exchange from overseas countnes .......... - - 174 - 261 TN + 434
11. Balance from all above transactions .. 39 - - - + 39
12. Increase in official holdmgs of gold and U.S. doliars + 39 - — — + 39

1. Including some capital transactions on account of ‘‘other overseas countries’’.

2. Including errors and omissions.

3. Including decrease in Canadian dollar balances owned in the United States ($53 million).
Note. A minus sign (-) designates payments, outflows of capital from Canada, or receipts of exchange in the single

case of item B. 10.
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TABLE 3. Current Account of the Canadian Balance of International Payments
Revised Statement for 1950 and Preliminary Estimates for 1951

(Millions of dollars)

Other h Other
All United United All Other
Sterling 0.E.E.C.
Countries Kingdom Ara States Countries Countries

1950 | 1851 | 1950 | 1951 | 1950 | 1951 | 1950 | 1851 | 1950 | 1951 | 1950 | 1951

A. Current Receipts:
Merchandise exports (adjusted) ...... 3,139(3,950| 469| 636| 201| 264|2,046(2,326| 200 366 223| 358
Mutual Aid to NATO Countries! ... 57| 165 — - - - - - - - -
Gold Productionavailable for export 163} 150 - - - - 163| 150 - - - —
Travel expenditures ............ 2751 271 T 8 3 3| 260 255 4 4 1 1
Interest and divxdends 91 115 6 30 8 4 50 57 14 14 13 10
Freight and shipping ......... 2841 337 61 88 18 17| 157| 164 24 37 24 31
Inheritances and immigrants ‘funds.. 58 i 13 14 ) 3 31 32 11 22 2 6
All Other current receipts ................ 233] 276 39 47 3 3 168 213 12 5 11 8
Total Current Receipts ............ 4,30053,341 595 823 234 20412,873(3,197| 265 448 274 414

B. Current Payments:
Merchandise Imports (adjusted) ...... 3,129)4,103( 399 417| 244| 310/2,093|2,848! 113| 173} 280| 355
Travel expenditures .............cccueees 226| 280 19 20 5 5| 193] 246 8 8 1 1
Interest and dividends 474| 447 55 59 — - 410] 378 7 8 2 2
Freight and shipping . X 301 347 36 43 3 3 240 276 14 18 8 7
Inheritances and emxgmnts funds ., 58 67 10 10 1 1 44 52 2 3 1 1
Mutual Aid to NATO Countries? ., 57| 165 — - - - - - - - - -
All other current payments .............. 384| 456 48 54 4 4| 298| 352 12 18 22 28
Total Current Payments ... 4,629|5, 863 567 603 257 323:3,278(4,152 156] 228 314 3%
C. Current Account Balance ................ - 329) - 524| + 28{+ 220| - 23| - 29|- 403|- 955+ 109 + 220| - 40 + 20

1. Mutual Aid is not included in figures for countries or areas, but is included in totalreceipts and total payments
with all countries. This represents contributions to North Atlantic Treaty Countries of equipment and supplies and the
provision of air training by the Canadian Government.

TABLE 4. Current Account Beiween Canada and All Countries, 1326-1951
(Millions of dollars)

T
: Net Balance on
Net Balance A=
Year RSy | ppSument o | meluding | YOG Crical | “Tadioating
Exports Contributions Net Movement
of Capital
1,665 1,538 + 127 - + 127
1,633 1,643 - 10 - - 10
1,788 1,820 - 32 - - 32
1,646 1,957 - 31 - - 311
1, 297 1,634 - 337 - - 337
972 1,146 - 174 — - 174
808 904 - 96 - - 96
829 831 - 2 - - 2
1,020 952 + 68 - + 68
1, 145 1,020 + 125 - + 125
1,430 1,186 + 244 — + 244
1, 593 1,413 + 180 - + 180
1,361 1, 261 + 100 — + 100
1,457 1,331 + 126 - + 126
1,776 1,627 + 149 - + 149
2,458 1,967 + 491 - + 491
3,376 2,215 + 1,101 - 1,002 + 99
4,064 2,858 + 1,206 - 518 + 688
4, 557 3,539 + 1,018 - 960 + 58
4,456 2,910 + 1,546 - 858 + 688
3, 365 2,905 + 460 - 97 + 363
3,746 3,661 + 85 s 38 + 47
4,147 3,676 +  4M - 19 + 452
4,077 3,890 + 187 - + 187
4,300 4,572 - 272 2 57 - 329
5,341 5,700 - 359 o 165 - 524

1. Including Mutual Aid exports.
2. Excluding Mutual Aid offsets.
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TABLE 3. Geographical Distribution of the Balance on Current Account, 1926-1951
(Millions of dollars)

b Countries | Kingdom? gg%:‘;%g:: .| Statees
LA TR T R o oo o T S + 127 + 58 + 300 - 23
2] SRR R A e, 0 O S S R PSS - 10 E 19 + 257 - 248
L3 S T SRS (R R S — = 32 = 21 +338 - 349
e T R = 3m z 99 + 225 - 437
LGB0, B da . o B 00t sovmsemca B B s e 3038 T0ERT R 10 4004 b e T b e s semmem s - 337 - 106 + 113 - 34
S R I T T e U S SR - 174 - 54 + 85 = 4 205
D R & T T D e T T e s 96 - 14 + 86 3 168
IR P b o B B o I o O v PO s o, = 2 + 26 + 85 - g
BB e B i e T R e e T e o T paiad + 244 + 122 + 123 £ 1
UOBTA Aol 1 8, b Bt s e e sinasavestarassenessemsnsar st anseressassnm nins + 180 + 135 + 122 = i
G o e e e nevs s ensetsnesmeras snnbaanesusond + 100 + 127 + 122 = 149
L) T T + 126 + 137 + 105 = 116
G oot L B e e e e ssa R s snasneassrassosaanssannetannres + 149 + 343 + 98 - 292
[T TR AT RS O U S-S SOOI + 491 + 734 + 15 - 318
1317 BRSO IR I P + 1,101 + 1,223 + 58 = 180
OB - ey e N + 1,206 + 1,149 + 76 = 19
L SR~ - v e Ml A e e e e 0 et + 1,018 + 146 + 241 + 31
TR . o e e i e e s et smss s sussmes st 15 aes + 1,546 +  T47 + 763 + 36
e XTI o Ty .. T PR S UOON SYOOTOur O U + 460 + 500 + 567 - 607
IR vl 0, e e i, S e v SR s nanssvsesensasbas or BT R ae e + 85 + 633 + 587 - 1,135
)12 | R, = R oty e R ORI RGO -~ oSN 4+ «dil1 + 486 + 378 - 393
L L e e e W = T IUUUTRT N OO s i BT + 439 gl: ?37 - 589
LT T DT — SR 2 524 + 220 + 211 1 955

1. Excluding wheat exports diverted to other overseas countries, and exports of gold.
2. Including estimated wheat sold in European Countries.
3. Including all net exports of non-monetary gold.

Note. Intheyears 1942-1948 balances include exports of currently produced goods provided as Mutual Aid or Official
Contributions (See also preceeding table).
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TABLE 6. Summary Statistics on Canada’s International Investment Position
A. Summary = Non-Resident Investments in Canada, 1926-1931
(Millions of dollars)

- 1926 1930 1939 1945 1946 1947 1948 1949' | 1950 [1951%.3

Held in United Kingdom ....... |2,636.3|2,766.3/2,475.9|1,750.0(1,668.0(1,631.0|1,593.0(1,694.0|1,723.0/1, 772.0
Held in Unitec States ... |3,196.3|4,659.5|4,151.4(4,990.0|5,157.0|5, 200.0/5, 566.0| 5, 905.0|6, 565.0|7, 235. 0
Held in Other Countries ........ 170.0| 188.0| 286.0| 352,0| 353.0| 343.0| 332.0! 340.0| 358.0| 417.0

Total — Non-Resident In-
vestments in Canada ... 6,002.6(7,613.8(6,913.3/7,092.0{7,178.0{7,174.0/7,491.0/7,939.08,646.09,424.0

B. Summary — Value of United States Direct Investments in Canada in Companies Controlled
in the United States, by Forms of Investment, 1926-1950 (Included in Summary A)

(Millions of dollars)

= 1926 1930 1939 1945 1946 1947 1948 1949 1950

Capital Stocks ................... 1,000.0 | 1,329.4|1,289.2 | 1,613.0 | 1,691.0|1,804.0) 2,052.0 2,200.0 |2,394.0
Bonds ... 187.6 336.3 305.8 292.0 320.0 306.0 309.0 339.0 357.0
Other Investments ............. 214.9 327.0 285.9 399.0 4117.0 438.0 446.0 556. 0 691.0
Total ... 1,402.5 |1,992.7 |1,880.9 |2,304.02,428.0|2,548.0 | 2,807.0 3,095.0 [3,442.0

C. Summary — Canadian Assets Abroad, 1930-1951
(Excluding Investments of Insurance Companies)
(Millions of dollars)

= 1930 | 1939 1945 1946 1947 1948 1949 1950 18951
Direct Investments Outside of Canada ............... 443 671 720 772 822 788 904 99043 2
Portfolio Holdings of Foreign Securities ............ 842 719 621 551 579 605 638 598 5‘783
Government Credits ..oooooovooveireoeeeeeos e 31 31 707 |1,362 (1,816 | 1,878 [2,000 | 1,990 |1,922
Net External Assets of Canadian Banks?....... . 180 2 2 2 2 2 2 2 2
Official Balances Abroad and Gold ...................... 2 455 | 1,667 |1,251 511 |1,006 (1,232 /1,876 {1,846
Total....... .50 9 L . e 1,496 (1,876 (3,715 (3,936 |3,728 (4,277 (4,774 |5,454 2

1. Including Newfoundland.
2. Not available,
3. Tentative estimate.

Note. A more detailed analysis of British and Foreign Investments in Canada and Canadian Investments Abroad has
been published in Canada’s International Investment Position,Selected Years 1926 to 1949.
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TABLE 7. Foreign Capital Invested in Canada, as at Year Ends, Representative Years,
1926 - 1950

Classification by Types of Investment
TOTAL NON-RESIDENT INVESTMENT IN CANADA
(Millions of dollars)

1 I
Types of Investment 1926 1930 1939 1 1945 | 1946 1947 1948 1949 1950
GOVERNMENT SECURITIES: 7

1970)1 N1 1L 07 (. R B 638.0 682.0| 823.01 726.0 750.0] 1T713.0 823.0 975.0 (1, 141.0
Proviqcial 421.6 592.3 536.0 624.0 594.0( 551.0 528. 0 534.0 565.0
MURACIPBEAR ... Lo . ieeeeriiinnrenescernencs 374.1 431.5 344.0 31240 267.0{ 264.0 248.0 246.0 256.0
TIOLAN. . ... o0 ot esersionsssbensssssonsnness 1,433.7 |1, 705. 8 1.703.0,’1.662.0 1,611.0(1,528.0(1,599.0(1, 755.0]1, 962. 0

‘ ' !

PuBLIC UTILITIES: | | ;
RAIIWAYS .5oo.....ccofieecennressisncrecnasmensenne 11,938.412,244. 3 1,870.6/1,599.0:1,583.01, 586.0 |1, 504.0(1,445.01,456.0
OERBE. . .. ... oo eeeesiiceaanaeeenneanneranns 394.5( 633.4 549.4 494.0, 557.0, 473.0 468.0 494.0 543.0

i |

BGHANY ...oo...........ccoct e e arennnanionssssnene 2,332.92,877.712,420.0 2,093.0' 2, 140. 0!2, 059.0(1,972.0(1,939.0(1, 999.0

Y ay
Manufacturing .......c.ccccoeevirirvcnenveceneiinnnes 1,198.3(1,573.0:1,445.2]1,829.0,:1,895.0,2,029.0(2,317.0|2, 539.0|2, 763.0
Mining and Smelting ... wee | 219.1 334.1| 329.1 403.0' 386.0' 396.0| 424.0( 494.0 628.0
Merchandising ................ .1 149.8 202.9| 189.3, 226.0, 238.0 248.0 262.0 279.0 310.0
Financial Institutions .... « | 343.6| 542.9, 472.7 525.0, 557.0( 553.0| 541.0| 548.0| 566.0
Other Enterprises .......... — 65. 2 82.4: 69.0 70.0; 69.0| 71.0 78.0 83.0 98.0
Miscellaneous Assets .... . 260. 0 295.0 285.0 284.0/ 282.0 290.0 298.0 302.0 320.0
Total Investment ........................... 6,002.6(7,613. 86, 913. 3}& 7,092.0(7,178.0/7,174.0|7,491.0(7, 939.0 (8, 646. 0
il ) . ! ) By

TABLE 8. Foreign Capital Invested in Canada as at Year Ends, Representative Years,
1926 - 1950

Classification by Types of Investment
INVESTMENTS HELD IN THE UNITED KINGDOM
(Millions of dollars)

Types of Investment 1926 1930 1939 1845 1946 1947 1948 1949 1950

GOVERNMENT SECURITIES:

DOmIRICIE. "~ . L 8 . oo 250.1| 234.5| 238.0 = = = - 84.0 82.0
Provincial .. 72.6 69. 3 58.0 45.0 37.0 35.0 33.0 41.0 39.0
Municipal 187.0| 182.1| 157.0( 112.0 78.0 55.0 48.0 46.0 42.0

lotally ... N9 o... ... ............... 509.7| 485.9) 453.0) 157.0| 115.0 90.0 81.0( 171.0| 163.0

PuBLIC UTILITIES:

Railways ... « (1,371.0}1,351.7(1,215.3| 806.0| 795.0| 792.0| 724.0( 716.0{ 707.0
Otliler .. X5 96. 6 99.7, . 898.3 90.0 85.0 72.0 69.0 66. 0 65.0
|

Total ..........covvevvvvnciniccciineciveneaneeee. |1,467.6(1,451.4(1,304. 6| 896.0, 880.0| 864.0! 793.0 718.0| 772.0
MaNUWLACLULINE .....cccreveeeeeerrrcerieresenrneneans 234.4| 274.7| 257.3] 301.0| 295.0| 307.0| 340.0( 396.0| 444.0
Mining aqd Smelting ... 50.9 73-8 61.4 62.0 56. 0 52..0 56. 0 54.0 55.0
Merchandising ................. 49. 2 61.6 54.9 57.0 60.0 S50 61.0 62.0 69.0
Financial Institutions .. 175:45 242.17 220.9 186.0| 182.0 186.0 188.0 155. 0 147.0
Other Enterprises ....... 4.0 580 3.8 6.0 5.0 5-10 5.0 7.0 8.0
Miscellaneous Assets 145.0 171.0 120.0 85.0 75.0 70.0 69.0 67.0 65.0
Total Investment ... 2,636.3(2,766.3(2,475. 9 0(1,593.01,694.0(1, 723.0

1, 750.0(1,668.0 {1, 631.
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TABLE 9. Foreign Capital Invested in Canada as at Year Ends, Representative Years,

1926 - 1950
Classification by Types of Investment

INVESTMENTS HELD IN THE UNITED STATES

(Millions of dollars)

Types of Investment 1926 1930 1939 1945 1946 1947 1948 1949 1950
GOVERNMENT SECURITIES:
DOMINION ceireraeeaerinnenerersentrsennnecennnees 381.9| 440.5| 567.0| 682.0| 701.0| 665.0| 775.0] 844.0]1,009.0
Provincial ..... 342.0| 517.0| 473.0f{ 574.0| 554.0| 515.0| 494.0| 492.0| 525.0
Municipal ... e 185.1] 247.4 181.0) 194.0 183.0| 207.0 198.0 198.0| 212.0
Total ..., 909.0(1,204.9(1,221.0{1,450.0|1,438.0(1,387.0(1,467.0(1,534.0]1, 746.0
PuBLiC UTILITIES:
Railways 510.4| 832.6| 588.3| 720.0| 717.0f 724.0| 1718.0| 664.0| 685.0
Other ......... 289.9| 521.7| 432.1| 375.0| 441.0] 372.0| 372.0| 399.0| 448.0
Total ... 800.3(1,354.3(1,020.4|1,095.0(1, 158.0/1,096.0/1.090.0(1,063.0|1, 133. 0
Manufacturing ..........ccoccoovevmeeiicnvvrenene. 952.9|1,286.3(1,159.9(1,482.0|1,554.0(1,676.0 |1,936.02,099.0(2, 269.0
Mining and Smelting 165. 2| 255.3| 250.7| 322.0| 311.0| 324.0| 347.0| 416.0] 546.0
Merchandising ........... 98.6 137.3 129. 4 164.0 173.0| 185.0 194.0] 211.0] 231.0
Financial Institutions .. 125.1| 251.2| 200.8f 285.0| 321.0{ 312.0| 297.0( 338.0| 362.0
Other Enterprises ........ 60. 2 6.2 64.2 62.0 62.0 65.0 72.0 74.0 88.0
Miscellaneous Assets ........cccovevieneenn. 85.0 94.0 105.0 130.0 140.0( 155.0 163.0 170.0 190.0
Total Investment . ... ... 3.196.3 |14,659.5 |4, 151. 4| 4, 990. 0[5, 157. 0| 5, 200. 0| 5, 566. 0{5, 905.0 6, 565.0

TABLE 10. Foreign Capital Invested in Canada as at Year Ends, Representative Years,

1926-1950
Classification by Types of Investment

INVESTMENTS HELD IN ALL OTHER COUNTRIES

(Millions of dollars)

Types of Investment 1926 1930 1939 1945 1946 1947 1948 1949 1950
GOVERNMENT SECURITIES:
Dominion 6.0 7.0 18.0 44.0 49.0 48.0 48.0 47.0 50.0
Provincial ... 7.0 6.0 5.0 5.0 3.0 1.0 1.0 1.0 1.0
Municipal 2.0 2.0 6.0 6.0 6.0 2.0 2.0 2.0 2.0
Total ..., 15.0 15.0 29.0 55.0 58.0 51.0 51.0 50.0 53.0
PuBLic UTILITIES:
RAIIWAYS ..o 57.0 60.0 67.0 73.0 71.0 70.0 62.0 65.0 64.0
OLher . 8.0 12.0 28.0 29.0 31.0 29.0 27.0 29.0 30.0
Total ..., 65.0 2.0 95.0( 102.0| 102.0 99.0 89.0 9%4.0 9%4.0
Munufacturing ........ccovvviievemverieniine, 11.0 12.0 28.0 46.0 46.0 46.0 41.0 44.0 50.0
Mining and Smelting .........cccocceinnann 3.0 5.0 17.0 19.0 19.0 20.0 21.0 24.0 27.0
Merchandising .............. 2.0 4.0 5.0 5.0 5.0 6.0 7.0 6.0 10.0
Financial Institutions ... 43.0 49.0 51.0 54.0 54.0 55.0 56.0 55.0 57.0
Other Enterprises ............ 1.0 1.0 1.0 240 2.0 1.0 1.0 2.0 2.0
Miscellaneous Assets ... 30.0 30.0 60.0 69.0 67.0 65.0 66.0 65.0 65.0
Total Investment ............................ 170.0 | 188.0| 286.0| 352.0( 353.0| 343.0| 332.0| 340.0| 358.0
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TABLE 11. Foreign Capital Invested in Canada, End of 1950
Classification by Countries of Origin and by Types of Security
(Millions of dollars)

J ) Other Total
; United United N 3
Types of Security 1 : 2 Foreign  [Non-resident
States Kingdom Countries | Investment
Bonds and Debentures ............................................................ prane I
Dominions... e A WM s inassasasssaisiaa Y fusnst tessnes 1, 009 82 50 1, 141
Provmcmls .......... 525 39 1 565
B TEE i e = o o R R Trry B 212 42 2 256
SteamIBAIIWAY S ol conoeeerermremanresromsascsstlobitnes ssanssensasnsssosmansas sesseroasasas 366 310 32 708
Other Carporations — controlled in Canada... R S 176 21 14 241
Other Corporations — controlled outside of (:‘anada ..................... 33T 69 14 420
)| R T S Y S S 2, 623 563 113 3,301
Capital Stock of Canadian Companies:
Companies controlled in Canada .....ocoovearevrsrmmecasasemrasacmesecssnssoanas 635 594 97 1,326
Companies controlled in the United States .... 2,394 70 19 2,483
Companies controlled in the United Kingdom 14 346 3 363
Companies controlled in other foreign countries. ......coccocvicvevnns 1 1 37 39
G (1) e L] T S i ST R N g DRSO 3, 044 1, 011 156 4, 211

Other Corporation Assets:
Companies controlled in Canada............ 13 1 - 14

Companies controlled in the Umted States ........ 691 - - 691
Companies controlled in the United Kingdom 1 83 ] 85
Companies controlled in other foreign countries .......ceececamenens 1 - 23 24
SOt . o M 8 B i IR, errressseessssessssssseeses 706 8 24 814
Miscellaneous Investments: .
Real estate, mortgages, assets admlmstered for non—res1dents.
private mvestment COMPANIES, BC. woveiieee et veneane 190 65 65 320
BHOCALLIE e eieenetraeresanste b a i e asnans smmsane 6, 565 1, 723 358 8, 46

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

TABLE 12. Value of United States Direct Investments! in All Canadian Businesses by Types of
Business, Selected Years 1926 to 1950

(Millions of dollars)

Value of United States Investment
Type of Business
1926 1930 1939 1945 1946 1947 1948 1949 1950

Manufacturing, total ... 818 | 1, 041 984 | 1,285| 1,366( 1,493| 1,729 | 1,880 2,033
Vegetable Products 69 94 96 140 146 155 179 182 193
Animal Products ...... 18 38 47 44 42 46 49 55 58
TextileS ..ccureeenericreenncnerrnnneenne 18 20 20 28 29 32 35 38 42
wood and Paper Products 2 256 334 281 316 350 383 427 441 446
Iron and Products.............. 180 199 188 272 283 312 346 378 420
Non-ferrous Metals..... 83 118 130 203 208 225 250 270 315
Non-metallic Minerals“ ... = 109 126 112 133 138 152 229 279 312
Chemicals and Allied Products T 60 86 88 118 134 147 167 185 194
Miscellaneous Manufactures.............. 25 31 22 31 36 41 47 52 53
Mining and Smelting2 .. .ccoerecerervscsmeonnne 141 210 198 255 245 254 275 331 450
L0131 119 - - TSRV 249 423 399 359 366 345 347" 375 389
Merchandising 89 122 119 153 165 175 183 199 219
Financial ......... 58 136 126 198 232 222 208 241 267
Miscellaneous 48 61 85 54 54 59 65 69 84
Total — All Companies ..............| 1,403 | 1,99 | 1,881 | 2,304 | 2,428 2,348 2,807 | 3,085 | 3,442

1, Direct inves@ments include branches, subsidiaries and controlled companies,
2. Investments in exploration and development of petroleum by Companies engaged principally in refining and pro-
duction of petraleum products are included in the Non-metallic Minerals item of Manufacturing.






S A
LA O
101051225




