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PREFACE 

Information on commercial and financial transactions between Canada 
and other countries, covered in balance of payments statements, has 
become increasingly important during the past decade in considerations 
of economic policy by the Government, and in the analysis of economic 
conditions, as well as being necessary in various branches of government 
administration. 

Comprehensive information on a nation's international economic 
transactions can only be accumulated over an extended period of years, 
and through the co-operation of all available government sources of 
information. The systematic study and recording of the Canadian balances 
of international payments and indebtedness by the Canadian Government 
goes back to the period around 1926 and earlier. This work was first 
conducted in the Internal Trade Section of the Dominion Bureau of 
Statistics and later transferred to the Balance of International Payments 
Section of the Bureau in 1943, on the dissolution of the Internal Trade 
Section. In the period before the recent war extensive records covering 
Canada's international transactions were accumulated, permitting their 
thorough analysis. These records have been reinforced by additional 
information which has become available with the establishment of the 
Foreign Exchange Control Board. In order to make effective statistical 
use of all information becoming available and to avoid the duplication of 
enquiries, particularly close liaisons have been maintained between the 
Balance of International Payments Section of the Bureau and the Foreign 
Exchange Control Board and the Bank of Canada. Valuable co-operation 
has also been obtained from other government departments, especially 
from the Customs and Excise Division of the Department of National Revenue 
and the Immigration Branch of the Department of Mines and Resources 
in the improvement of tourist statistics. Regular co-operative exchanges 
of information, particularly on tourist expenditures, have been main-
tained for many years with the United States Department of Commerce. 

In Part I of this volume there appears a description and analysis of 
trends in international transactions with statistics covering the period 
from 1926 to 1948, statistical tables appearing in Part III. A description 
of sources of information and statistical methods appears in Part II of 
the report,—bringing up to date the detailed description of the methods 
developed in the period up to 1939 which were described in the report, 
The Canadian Balance of International Payments, A Study of Methods 
and Results, published in 1939. 

The work on the balance of payments has been under the direction 
of Mr. C. D. Blyth, Chief of the Balance of International Payments Section, 
who prepared this volume. 

HERBERT MARSHALL, 
Dominion Statistician. 

Ottawa, February 21, 1949. 
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Part I 
I. USES AND NATURE OF BALANCE OF PAYMENTS 

STATEMENTS 
The use of balance of payments statements has been greatly extended 

by the international financial dislocations of recent years. These statistics 
assist in clarifying international financial developments as they provide a 
statistical analysis of Canada's external economic relations. Balance of 
payments statements present in statistical form a summary of the financial 
and commercial transactions occurring between Canada and other 
countries. 

The sequence of international financial problems which have beset 
the world during the last two decades has led to a greatly increased use of 
statistics of this kind. The dislocations have been associated successively 
with depression and exchange depreciation, wartime emergencies, incon-
vertibility of exchanges, and postwar rehabilitation. 

The period of depression and exchange depreciation before the recent 
war gave an impetus to the development of these statistics. The inter-
national financial problems of the recent war with the lack of exchange 
convertibility and the suspension of multilateral settlements made Canadian 
interest in balance of payments information even greater when it became 
necessary to introduce foreign exchange control. Balance of payments 
statements were also necessary in dealing with other wartime financial 
problems such as those connected with financing the abnormal levels of 
Canadian wartime exports to Britain and other Allies overseas. 

Subsequent uses of the statements have been of a similar kind. A 
freely functioning world economy does not exist in the postwar world and 
international trade has only been continued by the use of abnormal 
financial measures made necessary by the prevailing balance of payments 
problems; These international dislocations arise out of the inconvertibility 
of foreign exchanges, the damage to economies overseas caused by the 
war, and abnormal situations with respect to the supplies of commodities 
occurring at a time when. demands for commodities are swollen by the 
accumulations of the wartime period. 

Postwar measures to meet the dislocations of the transitional years 
have been closely related to balance of payments trends. The gaps which 
exist in the international accounts have been filled by the provision of 
export credits or other forms of aid. The importance to Canada of Euro-
pean recovery and the eventual easing of acute balance of payments 
problems of that continent are a reminder of the extent to which balance of 
payments problems beset the world and the future economic position of 
individual countries. International efforts to restore international economic 
relations like the European Recovery Program must make ectensive use of 
balance of payments estimates. 

Likewise attempts to achieve exchange stability and orderly exchange 
arrangements through new institutions like the International Monetary 
Fund give rise to new demands for balance of payments statistics. This 
organization has been attempting to introduce more uniformity into the 
construction and presentation of international accounts, and membership 
in the Fund carries with it the responsibility of providing detailed statistics 
on the balance of payments and financial position of member countries. 
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The shortage of United States dollars which was experienced by 
Canada in 1947, with the rapid use of liquid reserves and the necessity 
of introducing far reaching remedial measures for the conservation of 
United States exchange, emphasizes the extent to which balance of pay -
ments problems affect everyday life in Canada. 

General economic analysis also requires the type of information 
provided by the international accounts. Data on exports and imports of 
goods and services occupy a place in the National Accounts in the analysis 
of gross national expenditure. Data covering certain types of international 
transaction are also employed elsewhere in the construction of the National 
Accounts. 

Similarly balance of payments information is employed in other 
government activities like the planning and negotiation of commercial 
relations and trade agreements. In short, the international accounts are 
required wherever a statistical analysis of Canada's external economic 
relations is needed. 

Balance of payments statements have thus become an indispensable 
part of the administrative machinery needed by governments in the 
contemporary world. They are employed at various stages of government, 
in the analysis of economic conditions, the formulation of general economic 
and financial policy, the preparation of legislation, and the execution of 
administrative functions. Information of this kind is also found necessary 
outside the sphere of government particularly by financial institutions 
and by firms engaged in international trade and investment, and indeed 
by all private economists studying economic trends. 

These statements present an over-all view of the relations between the 
Canadian economy and other countries, revealing the impact of foreign 
demand and expenditure of income outside of Canada upon the economy, 
and the relation of these to the international financial position of the 
country. Light is consequently thrown upon the financial and economic 
effects of external economic relations which in Canada's case loom par-
ticularly large. Current receipts from other countries normally amount to 
approximately one-third of the national income of Canada and more than 
one-fourth of gross national production. These exceptionally high ratios 
were even higher during the war years. Furthermore the international 
indebtedness position of Canada is particularl' significant as the balance 
of Canadian indebtedness to other countries has been unusually high, 
especially before the recent period of export credits and other loans 
extended by the Canadian Government during and since the war. 

The economic relations of the Canadian economy with other countries 
have both commercial and financial aspects. Balance of payments state-
ments, therefore, aim generally at including all international transactions 
between residents of Canada and residents of other countries to the extent 
that these transactions enter into the international exchange of goods and 
services and affect the international financial position of the country. 
In order to distinguish between the current exchange of goods and services 
and the changes on capital account the balance of payments statements 
are divided into two sections: the current account including unilateral 
transactions, and the capital account. For some purposes of analysis, 
however, the distinction between current and capital transactions may 
be less significant, with the primary interest being, for example, in cur-
rencies and currency areas. Related to the balance of payments but 
constituting separate statements are tables showing the principal elements 
in Canada's international investhient position. 
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CURRENT ACCOUNT 

The current account generally covers international exchanges of 
goods and services. Thus when the ownership of commodities is transferred 
from one country to another usually by the export and import of com-
modities, this is entered in the merchandise item of the currrent account. 
Similarly when transportation or other commercial services are rendered 
by one country to another in the exchange of these commodities these 
additional commercial transactions are included in the freight and shipping 
item or other appropriate places. Likewise when other international 
exchanges of services take place, like the travel services provided for 
non-resident visitors in a country, these are included in the relevant items 
of the current account. The current account also includes payments of 
income accruing to non-resident investors, and so-called unilateral trans-
actions described later. 

The current account then provides a general view of international 
income and outgo connected with the exchange of goods and services. 
By showing gross transactions classified by significant groupings the main 
factors of international supply and demand affecting Canada's foreign 
commerce may be analysed. The net balance on current account, 
excluding official contributions in kind, furnishes an indirect measure 
of net changes in the international financial position of the country after 
allowing for certain types of financial transaction which are excluded 
from the current account such as undistributed profits of internationally 
owned branches and subsidiary companies. The general accuracy of 
the accounts must also be taken into consideration when used for this 
purpose. Some guide to the degree of accuracy which may have been 
attained is given by the balancing item reflecting the net difference 
between the balances of the current and capital accounts. As the current 
transactions have financial counterparts, the net balance in the two 
accounts should in theory be the same in size and opposite in sign. To 
take a simple example a net credit balance on current account would 
indicate that Canada as a whole was able to export capital by a similar 
amount. In the current account a plus sign indicates net exports of 
goods or services or net credits while a minus sign designates the opposite 
type of transactions. Capital outflows, being accompanied by payments 
are designated by minus signs in the Canadian accounts while the 
opposite capital movements, i.e. capital inflows, are designated by plus 
signs or credits. 

Unilateral Transactions 

The unilateral transactions referred to above which are included in 
the current account differ in some important respects from the exchange 
of goods and services. They include international transfers in the form of 
gifts of money or personal remittances where no accompanying services 
are rendered, and gifts in kind where no international payments are made 
although the international ownership of the commodities is changed. 
Examples of unilateral transactions in the case of commodities are official 
and private gifts, such contributions of goods as Canadian Mutual Aid, 
contributions to UNRRA and post-UNRRA and private donations of relief 
by Canadian organizations and individuals. Unilateral transactions in the 
form of cash include personal and benevolent remittances, inheritances 
and migrants' funds. 

13 



The treatment of unilateral transactions in the Canadian current 
account has been partly influenced by the available information and also 
by the extraordinary significance of special transactions like Mutual Aid 
in certain years. Exports of Canadian goods and incidental services, 
which were financed by Canadian Mutual Aid and other official contribu-
tions, including that to the United Kingdom in 1942 and contributions to 
UNRRA and post-UNRRA, have been included in the Canadian current 
account. But offsetting these exports there are special debit entries which 
have been shown in special items covering official contributions represent-
ing the amounts of the financial contributions. In detailed statements the 
current balance shown includes these exports of goods and services as 
they were such a dominating factor in Canadian exports in certain years 
particularly between 1942 and 1946. In other statements the net balance 
on current account excluding official contributions is shown in order to 
indicate that part of current account transactions which affected Canada's 
international position. 

In contrast to this practice of including official contributions as 
exports of goods and services in the statement, private contributions in 
kind are excluded from the exports shown in the balance of payments as 
there is no complete record of the amount of private gifts and donations to 
other countries. While a considerable part of these are included in 
export statistics under a separate item covering gifts and donations no 
export entries are required for small direct shipments of private gifts by 
individuals. In the absence of complete data on small private contribu-
tions in kind the practice has been followed of excluding these from the 
export item of the balance of payments statement. But this practice has 
no effect on the net balance on current account, as even if the private 
contributions in kind had been included in the exports they would have 
been offset by an equivalent entry in the current debits representing the 
gifts. Contributions in the form of cash remittances for personal and 
benevolent purposes are included in the Canadian balance of payments. 
Similarly other cash unilateral transactions are included in the current 
account, such as international transfers of funds by immigrants and emi-
grants and transfers in connection with settlements of estates and trusts. 
But since satisfactory estimates of all of the changes in international 
ownership of assets arising from migration and inheritances are not avail-
able these are excluded from the current account when they do not take 
the form of cash transfers. Changes in ownership of securities and other 
assets arising from migration and inheritances, which do not take the form 
of cash transfers, are particularly elusive. In order to maintain con-
sistency with this treatment of non-cash changes, settlers' effects are 
excluded from both exports and imports in the Canadian statements. 
Although there may be certain quasi-capital characteristics to some uni-
lateral transactions it is becoming the general international usage to regard 
these as distinct from the capital account and to have a special place in 
the current account for them. 

CAPITAL ACCOUNT 
The capital account generally includes transactions affecting Canada's 

international indebtedness position arising from changes in external assets 
and liabilities. A net outflow of capital from Canada for example, 
accompanied by a current account surplus, is made up either of increases 
in Canadian owned assets abroad or reductions in Canadian liabilities to 
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other countries. Contrariwise a net inflow of capital to Canada will take 
the form of reductions in Canadian owned assets abroad or increases in 
Canadian liabilities to other countries. By presenting direct estimates of 
capital movements the capital account shows the way in which the change 
in capital position has taken place and if all of the statistics were complete 
and accurate would exactly balance out with the net balance on current 
account. 

There are certain changes in international investment position, how-
ever, which are not reflected in the capital account of the Canadian balance 
of payments. Examples are changes arising from reinveshnents of earn-
ings, revaluations of assets or liabilities, or changes arising out of inter-
national migration and inheritances where no cash remittances are in-
volved. Changes in international investment position of this kind are 
generally covered in statements of international investment which are 
made at certain dates, as these represent an inventory of investments 
insofar as available information permits a calculation of this kind. The 
figures of capital movements appearing in the capital account of annual 
balance of payments statements do not reflect these changes since their 
current counterparts are not included in the current account, as already 
pointed out, because of difficulties of measuring these transactions or other 
special features. Some comments on the question of reinvestments of 
earnings appear elsewhere in the description of income receipts and pay-
ments in Part II. While there may be theoretical reasons for including 
these in the income account there are practical difficulties in doing so and 
delays in obtaining relevant information. The capital account does not 
include certain other types of change in assets or liabilities like govern-
ment real estate or military installations as these international expenditures 
are regarded as current government transactions. 

The capital account covers specific capital transactions such as pur-
chases and sales of securities, redemptions, and loans and repayments. 
It also includes a variety of changes in cash balances and other forms of 
short term position. Changes in holdings of monetary gold are also 
included as these are part of the official liquid reserves. As a consequence 
the capital account is a complex statement reflecting changes in numerous 
different types of financial claims affecting various forms of assets and 
liabilities. Even those transactions which can be conveniently classified 
into the usual groups may represent a mixture of short and long term 
transactions subject to a variety of influences and motivating factors. 

INTERNATIONAL INVESTMENTS 
Closely allied to the capital account in the balance of payments are 

statements showing international investments and the balance of inter-
national indebtedness. As already pointed out the changes in these 
statements in any period are not always the same as the net movement of 
capital shown in the capital account of the balance of payments for the 
same period. This is because the capital account does not include all of 
the changes which influence a statement showing the value of invest• 
ments. The investments are affected by reinvestments of earnings, 
changes in valuations, and effects of international migration and inheri-
tances. The statements of investments are for the most part constructed 
from different sources, although data on the movement of capital shown 
in the capital account are employed in some part of the records of invest-
ments. These records for a large area of international investments are 

15 



based upon book values shown by the balance sheets of companies at 
year ends and many of the changes affecting these values are not of a type 
which would be covered in the balance of payments. For example, 
changes connected with the development of ore reserves of a mining 
company might affect the book value of non-resident investments although 
they would not usually affect the statement of capital movements in the 
capital account of the balance of payments. 

Statements of investments assist in focusing attention upon the types 
and forms of assets and liabilities affected by international capital move-
ments. They provide a basis of judging the relative effects of capital 
movements upon the balance of indebtedness. Data on investments and 
data on capital movements are consequently supplementary, they 
generally throw light on different aspects of international indebtedness 
by the different approaches followed. The composition of assets and 
liabilities and changes in these may materially affect the income position 
of a country, for example, even although annual capital movements may 
not have been large. The relative earning power and potential disposition 
of different types of investment are subject to quite wide variations. 
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II. CHARACTERISTICS OF THE CANADIAN BALANCE OF 
PAYMENTS 

The distinctive features of the Canadian economy and the importance 
of its relations with those of other countries have given an individual 
character to the Canadian balance of international payments. Inter-
national trade has played a particularly influential part in Canada's 
development and the kind of trade has directly influenced the nature of 
the nation's international accounts. 

External merchandise trade has been the most important single ele-
ment entering into the Canadian balance of international payments. 
The volume and value of merchandise and the net commodity movements 
which often change rapidly are of decisive importance to the current 
account as the most significant annual variations in the gross volume of 
current transactions occur in this item. Demand for exports varies widely 
from year to year with direct effects upon employment and the national 
income which in turn directly affect the volume of Canadian imports. 
These relationships usually show themselves within short periods with 
the result that imports in time become adjusted to changes in exports. 

During the inter-war period annual export balances on merchandise 
account were characteristic with the exceptions of the import balance 
which accompanied the period of rapid price changes in 1920 and the 
import balances in 1929 and 1930—early signs of the deterioration which 
preceded the depression. The export balances first appeared in 1915 
with the heavy wartime exports. Before the First World War import 
balances were characteristic of most years as was to be expected in that 
period of large capital inflows which developed the Canadian economy 
and later made possible the great expansion in exports. The import 
balances rose to a peak of over $300 million in the fiscal year 1913 from a 
state of general equilibrium in the merchandise account which existed 
around the turn of the century. In the latter decades of the nineteenth 
century Canada's merchandise accounts were usually comparatively 
close to equilibrium and did not display any consistent import or export 
balances for very long periods, as these often alternated from one short 
period to another. 

Nature of Canadian Export Trade 
The kind of exports and their principal markets have influenced the 

behaviour of Canada's trade balances. Canadian dependence upon certain 
types of imports, and the relationships between exports and imports have 
also affected the trade balances. The large part of Canada's exports 
which have been traditionally made up of a relatively few primary com-
modities which must be sold in fluctuating markets abroad has made for a 
volatility in the value of Canadian exports. This value can fluctuate 
widely because of variations in supply, demand, or external prices, each 
often beyond Canadian control. While Canadian development has gone 
far in the direction of diversification there remains even today a high 
degree of dependence upon exports of a relatively few primary products. 
The effects of changing economic conditions abroad can be rapidly 
transmitted to Canada through the medium of exports. 

Canada, being a developing country, has always tended to concen-
trate on the production of certain staple commodities. The resources of 
the country in basic supplies of materials and mineral wealth have been 
of such a kind that the production of surpluses for export became a char-
acteristic of Canadian activity. Certain commodities have been outstand- 
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ing in different periods in Canadian economic history. In early periods 
of development, furs, fish and lumber were staples of export. Early in the 
present century wheat and agricultural products, with some minerals, rose 
to major significance. During the First World War Canada was an im-
portant supplier to Britain of food, minerals and ammunition and ships. 
In the inter-war period with the great development of hydro-electric power 
and the opening up of numerous developments in the regions of northern 
Ontario and Quebec the production of newsprint and non-ferrous metals 
for export became more prominent and characterized the period. During 
the same period some manufactured products also became of significant 
importance in Canada's export trade although they never represented a 
large proportion of the total until the recent war. During the inter-war 
period exports of manufactured goods were mainly the products of estab-
lishments producing primarily for the Canadian market such as the auto-
mobile and rubber industries. In the recent war, however, manufactured 
goods were produced to an unprecedented extent and Canadian production 
of military vehicles, ships, aircraft, chemicals and ammunition, and other 
war supplies became of outstanding importance. Following the war the 
importance of manufactured products (excluding such special Canadian 
types as newsprint and flour) again receded to a minor place and the 
staples of food, wood products and mineral products were once more the 
backbone of Canadian export trade. 

Income from Gold and the Tourist Trade 
Among the consistent sources of foreign income are gold production 

and the tourist trade. The former became of outstanding importance 
with the great growth in the value of production following the United 
States revaluation of gold in 1933. The resulting expansion of production 
in Canada further encouraged by supplies of labour and prevailing levels 
of costs as well as by the increase in the price of gold was one of the chief 
contributors to the current account credit balances in the years preceding 
the recent war. The decline in production during the war and the very 
slow recovery in production following the end of the war has meant that 
Canada's gold production occupies a less important part in the current 
account than was the case in the immediate prewar period. 

Receipts from the expenditures of United States tourists in Canada 
have been another consistent source of external revenue. These first 
became prominent early in the inter-war period following the expansion 
in the use of private automobiles in the United States and the development 
of modern highways in Canada. While the amount of United States 
expenditures in Canada is usually very great the balance of international 
receipts on travel account is reduced very materially by the normally 
heavy expenditures of Canadians on travel in the United States. These 
are considerably heavier on a per capita basis than the corresponding 
expenditures of Americans in Canada. The balance of receipts does not 
fluctuate as widely as the total of the United States expenditures on travel 
in Canada since Canadian expenditures in the United States usually 
fluctuate in the same direction as United States expenditures in Canada, 
both being closely related to prevailing levels of income and prosperity 
in North America. 

Nature of Canada's Import Trade 
Because of the Canadian concentration in the production of export 

staples and the small population, which limited the Canadian market for 
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home produced manufactured goods, Canada has normally been an im-
portant importer. Exports of the staples have been sold abroad to pay for 
the imports of manufactured goods, food, raw materials and fuel which 
are purchased in the United States and other countries. Early in the 
development of the country probably more of the normal commodities of 
everyday life were imported than has been the case in recent decades. 
But, the composition of Canadian imports has nevertheless become more 
complex and diversified as the standard of living of the nation has increased. 
With higher incomes Canadian import requirements have broadened out 
into a wider range of commodities entering into modern consumption. 
The developing of manufactured production in Canada has displaced 
many of the imports which used to be of significance but in its place it has 
led to greater requirements of raw materials, fuel and industrial equipment 
imported mainly from the United States. The level of Canadian imports is 
particularly sensitive to changes in investment in Canada, as well as 
fluctuations in incomes. 

Interest, Dividends, and Miscellaneous Payments 
Another important element in the Canadian current account has 

been the consistently large payments of interest and dividends to investors 
abroad. These, of course, arise out of the exceptionally large balance 
of international indebtedness of Canada to other countries which has 
resulted from the economic development of the resources of the country. 
The large element of contractual interest charges in the total payments 
on account of interest and dividends makes for some rigidity in payments 
on income account. As most of the interest is payable in foreign currencies 
the burden is further increased in periods of exchange depreciation by 
the premium on foreign exchange. A more variable element of the income 
account is made up of the dividends and profits remitted to investors 
abroad. Being related to investments in equities, these forms of income 
are variable and the amounts remitted often depend also upon the decisions 
of the non-resident owners of direct investments in Canada. The two 
contrasting types of income remittances ensure that the total of income 
payments is characteristically both large and variable. Receipts of income 
are relatively small and only offset a minor part of the total payments. 
The net payments on income account are always sufficiently large to add 
materially to the payments problem in periods of exchange stringency. 

Other contributors of net international expenditures are the freight 
and transportation account, and the numerous exchanges of services and 
personal remittances which are usually consistently outward on balance 
to other countries. The first group of payments are closely related to the 
merchandise account varying with the volume of international trade in 
both directions. The exchanges of other services are also to some extent 
related to international merchandise trade but are also influenced by 
levels of national income and have from time to time been influenced by 
extraordinary non-recurring transactions. 

Summary Review of Exchanges and Relationships Entering into the 
Balance of Payments 

The directions followed by Canadian external trade have been influ-
enced by the type of commodity surpluses produced in the country for 
export, by the relative degree of Canadian industrial development, by 
commercial agreements, and by capital movements. The long-run trend 
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has been for a smaller proportion of Canada's trade to be with the United 
Kingdom than was the case prior to the First World War when export 
trade with the United Kingdom represented the largest part of the total. 
Since then important changes have occurred mainly in the direction of a 
growth in the importance of exports to other overseas countries and a fairly 
consistent tendency towards a larger proportion of imports to come from 
the United States. Throughout the period, however, the normal commercial 
and financial relationships which have developed between Canada and 
the rest of the world have been predominantly with the United Kingdom 
and the United States, and a substantial bilateral diseuilibrium has been 
characteristic of the accounts with each of these countries. 

The major part of Canada's external merchandise trade has been 
customarily with these two countries. A huge exchange of commodities 
has grown up over the years as a result of the close relations between 
Canada and these countries. As the predominant part of the inflow of 
external capital in the past was from these two countries to Canada, the 
largest part of the interest and dividends paid by Canada to other countries 
has also been to them. Similarly a considerable part of Canadian income 
from capital invested abroad has originated from investments in the United 
States. The large international investments have given rise to exception-
ally large capital movements both at the time when the new investment was 
made and subsequently. A very great volume of international trade in 
Canadian securities payable in foreign currencies has grown up and 
Canadian trading and investments in United States securities have been 
very great. Retirements of Canadian bond issues held abroad have been 
an important element in Canada's capital account for decades as well, the 
capital movements connected with the redemptions often bein of 
dominating size. There have also customarily been important exchanges of 
services between Canada and the United Kingdom and the United States. 
The total exchange of freight and shipping services between these 
countries is large and closely related to the large movements of mer-
chandise. Travel is also the source of large international payments, 
particularly between Canada and the United States, the volume of traffic 
across the border being very great. Similarly there is a great variety 
of exchanges of commercial, professional and financial services of all 
kinds and personal and benevolent remittances between Canada and these 
countries. 

The significance of the inter-relationships and interplay of the various 
important elements in Canada's current account are brought more clearly 
into relief when accounts are drawn up on a bilateral basis, that is, when 
current transactions with the United Kingdom, the United States and other 
countries are shown separately. The characteristic flow of Canadian 
trade to overseas countries and the predominance of imports from the 
United States have been the most outstanding factor affecting the shape 
of these bilateral accounts. 

The geographical distribution of transactions has displayed very pro-
nounced characteristics and has shown a concentration of dealings with 
the United Kingdom and the United States with credit balances on current 
account characterizing the balance of payments between Canada and the 
United Kingdom for a number of years preceding the war, and chronic 
debit balances being customary in the account with the United States. 
The main sources of the credit balance with the United Kingdom was the 
large income which Canada has had from exports of merchandise to that 
country. In the years immediately before the war this was customarily 

20 



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

Canada's special interest in a system of multilateral settlements is 
apparent from the structure of the Canadian balance of payments. The 
existence of free exchange markets before the recent war provided a 
channel of international settlement, particularly between the nations of 
the British Commonwealth and the United States. It was, therefore, 
possible for there to be a considerable amount of disequilibrium or lack of 
balance in Canada's current accounts with the United Kingdom and the 
United States without any special problems of settling these balances 
arising. Triangular settlements such as those arising from the unbalanced 
state of Canada's accounts with the United Kingdom and the United States 
were an integral part of the network of international commerce which had 
grown up over a long period. The system of multilateral settlements made 
it possible to settle balances like those arising from Canada's dealings with 
its principal trading partners. The lack of a system of settlements of this 
kind in the years following the recent war has been one of the chief con-
tributors to the international exchange difficulties which have character-
ized this recent period. 

Because of the significance of multilateral settlements arising out 
of the peculiar structure of the Canadian balance of payments there is a 
close relationship between the Canadian dollar and sterling and the United 
States dollar. During periods of free exchange markets the Canadian 
dollar rate fluctuated widely showing a tendency to move between the 
rates for the two major currencies, often about midway between. The 
sharp fall in the price of the Canadian dollar in New York which took place 
in 1931 and 1932 when sterling was depreciated provides a good illustra-
tion. Whenever sterling weakened in terms of United States dollars that 
weakness tended to be transmitted to the Canadian dollar through the 
reduction in the value of Canada's sterling income necessary for making 
payments in the United States. 

International movements of capital as well as the basic structure of 
Canadian production and consumption have also influenced Canada's 
international accounts. In the early periods of Canadian development 
inflows of capital were predominantly from Great Britain. This was a 
natural result of development during the colonial period but capital 
investments then were much more limited in scope than they became with 
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the rise of industrialism. The period of rai construction towards the end 
of the nineteenth century followed by the period of great development 
before the First World War were marked by large capital inflows. Rail-
way expansion and the opening up of the western agricultural provinces 
with new municipal developments and public utilities constituted a 
particularly prominent aspect of this period. British capital played an 
important part in this development although United States investments 
showed some important growth immediately before the war. If a dividing 
mark between these periods can be drawn it probably lies in the years of 
the First World War when the source of most of the external capital inflow 
changed. United States investments in Canada showed a marked growth 
during the war, and in the decade following the war there was a very 
great inflow of United States capital to Canada, particularly in the develop-
ment of manufacturing industries, mining, hydro electric power and other 
public utilities as well as in investments in government and municipal 
bonds. The result was that by 1926 United States capital investments in 
Canada exceeded British capital investments, which were possibly less 
in total than they had been at the beginning of the First World War. 
Further inflows continued until the depression period but in the period of 
recovery following the depression the movement of capital changed. 
Important reductions were made in Canada's indebtedness to other coun-
tries during those years, an outflow of capital which exceeded inflows for 
new investment in Canada during that period of low investment. The 
recent war again changed the international investment position of Canada 
with very great reductions in the balance of Canadian indebtedness to the 
United Kingdom accompanied by a large increase in United States long-
term investments in Canada. The latter was offset mainly by a corres-
ponding increase in Canada's liquid reserves in the United States. 
Following the war the principal developments in the capital account have 
been a reduction in the liquid reserves along with further movements of 
United States long-term capital of variable size into Canadian securities 
and direct investments. During this latter period Canada extended large 
loans to the United Kingdom and other overseas countries. 

Available Data on the Canadian Balance of Payments 
The detailed review of the balance of payments which appears in 

subsequent chapters covers the years from and including 1926, for which 
official estimates have been published by the Dominion bureau of Statistics 
based upon the statistical information described at length later. Estimates 
for earlier periods have been made by private persons. 

Estimates of the balance of payments in the period from 1900 to 1913 
appeared in the work "Canadian Balance of International Indebtedness 
1900-1913" by Professor Jacob Viner (Harvard University Press 1924). 
That early period of Canadian expansion was characterized by a growing 
current account deficit arising mainly from increasing import balances and 
larger net payments of interest and dividends to investors abroad. The 
current account deficit reflected large capital inflows, mainly from Britain, 
connected with railway development, urban growth and general Canadian 
expansion. 

The balance of payments in the intervening period from 1914 up to 1926 
has been estimated by Professor F. A. Knox of Queen's University, Kingston. 
His latest revised estimates for this period were published in the study 
prepared for the Royal Commission on Dominion-Provincial Relations 1939 
entitled "Dominion Monetary Policy". Trends in the balance of payments 
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during this varied period were less clear cut than in the years before the 
war as the period covered the wartime years and the period of postwar 
adjustments and transitions. Current account surpluses appeared 
towards the end of the First World War in contrast with the earlier deficits. 
These were followed again in the postwar years by large deficits but as 
postwar recovery and Canadian development progressed, substantial 
current account surpluses again appeared in the years 1924 to 1926. 

This short period of capital outflow was followed rapidly by another 
period of capital inflow as shown in the statements for the interwar years 
appearing in this report. The years from 1927 to 1933, characterized by 
current account deficits, cover a period which embraces the termination 
of the years of heavy investment and rapid development of the 1920's 
and the opening years of the depression. In the years of economic 
recovery which followed prior to the recent war a rise in current account 
surpluses, reflecting an outflow of capital from Canada, has been typical. 
Current surpluses first reappeared in 1934 and have continued each year 
since. 

The balance of payments trends during the recent war underwent a 
marked evolution. Exchange depreciation occurred at the beginning of 
the war and the opening years of the war were characterized by a transi-
tional period of exchange stringency during which Canada's United States 
dollar problem was acute. But this situation rapidly changed following 
the Hyde Park Agreements and the mobilization of the Canadian economy 
for total war. In the period from 1942 on there was relief to Canada's 
United States dollar shortage as the official reserves were built up largely 
by capital inflows. At the same time the economic mobilization of the 
country made it possible to contribute an unprecedented volume of pro-
duction of food, raw materials, and military and naval equipment and air-
craft to Canada's allies. This was the period when the greatly expanded 
current account surpluses were financed largely by gifts and Canadian 
Mutual Aid. 

The postwar years have revealed features characteristic of a period 
of readjustment and world-wide international financial dislocation. In 
the immediate postwar years there were the large postwar loans which it 
was then possible for Canada to extend to the United Kingdom and other 
recent allies in order to finance Canadian exports. But the large current 
account surplus which made this possible in 1945 and 1946 was greatly 
reduced in 1947. Since large parts of Canadian exports in that year were 
financed by the Canadian loans and export credits it was necessary for 
Canada to draw heavily upon the official liquid reserves to pay for the 
greatly increased expenditures by Canada in the United States. These 
expenditures reflected unprecedented Canadian prosperity, a record 
investment boom, and improving supplies of commodities in the United 
States. To meet this situation extensive remedial measures were intro-
duced by the Canadian Government in November 1947 and the current 
account surplus increased substantially in 1948, when the upward trend 
in current expenditures abroad was arrested and current receipts from 
exports of goods and services increased. Furthermore, less of the current 
surplus in 1948 was financed by loans and export credits from the Canadian 
Government than in the two preceding years. 
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III. THE INTERWAR YEARS 
The course of the Canadian balance of payments during the interwar 

period is given special treatment in this chapter since it was influenced by 
strong national developments within Canada and to a very marked degree 
by the impact of unusual conditions abroad. Consistently constructed 
official statements for this period are available only from 1926 to 1939. 

There were great developments during the interwar years in the 
sources of Canada's external income and in the composition of Canadian 
exports. The main trend was a growing diversification as new industries 
and products were established or expanded. Some of this economic 
growth is obscured by the depression and decline in prices from the levels 
of the 1920's. In the 1920's for example, there were large developments 
in the newsprint and wood products industries, base-metal mining and 
smelting, and automobile production and other manufacturing for export 
markets. In the 1930's the base-metal industries were further developed 
for export and gold mining became a major producer of foreign exchange. 
Income from United States travel expenditures in Canada reached high 
levels in prosperous years with the improvements in highways. 

But variations in foreign demand for Canadian goods and services 
influenced the extent to which all of these productive facilities were 
employed. Consequently the level of Canada's current receipts from the 
sale of goods and services was influenced by the vagaries of external 
demand as well as the growing capacity for providing them. The changing 
condition of prosperity and depression in the industrial nations of the world 
and in international investment were the most important external factors 
affecting the Canadian balance of payments in this period. Being very 
dependent on external sources of income the Canadian economy has been 
more subfect to the influence of economic conditions abroad than that of 
many other nations. Changes in incomes in the United Kingdom and 
the United States particularly have affected the demands for Canadian 
exports and services and changing Canadian incomes in turn affect 
Canadian purchases of goods and services abroad. Commercial agree-
ments have also affected the flow of trade. But the trends in general 
economic conditions in countries like the United Kingdom and the United 
States have had the most important effects upon the Canadian balance of 
payments and on Canadian economic activities. These changes have 
been transmitted to Canada with varying intensity. Consequently the 
relative levels of incomes and production in Canada, the United Kingdom 
and the United States are among the main determinants of changes in the 
current account, The Canadian capital account has also fluctuated with 
general economic conditions, being affected by international trends in 
investment as well as by special financial circumstances. 

Canadian expenditures abroad were influenced to a large extent 
by the course of development in Canada during the interwar years. 
During the period of heavy investments in the 1920's Canadian import 
requirements from the United States were very heavy. There was an 
expansion of industrial capacity under way as well as large investments 
in transportation facilities and public utilities. These, developments led 
to much heavier imports of capital goods from the United States than 
occurred during the period of recovery in the 1930's. The extent of the 
fluctuation in investment in Canada is shown by the item of gross home 
investment in plant, .equipment and housing in the National Accounts 
which declined from a prewar peak of $1,107 million in 1929 to a low 
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point of $221 million in 1933. Changes in Canadian inventories were also 
very great, ranging from accumulations to large disaccumulations during 
this period. The prosperity of the 1920's, influenced by a high level of 
exports as well as investments, also led to heavier purchases of United 
States goods generally. Imports from the United States were particularly 
swollen by the United States dollar content of consumers' durable goods. 
The falling off in imports in the 1930's although to a large extent due to a 
decline in investment and general economic activity in Canada can be 
partly attributed to the development of Canadian sources of supply for 
many commodities which had formerly been imported. Imports from the 
United Kingdom in the 1920's had also been higher than in the 1930's for 
the same reason. The heavy borrowing before the depression led to a 
large overhead cost in the form of interest payable to United States in-
vestors. This became a rigid element in the balance of payments with the 
United States during the depression and succeeding years. But some of 
the external capital invested during the period of heavy investment was 
in the form of direct investments in branches and subsidiaries and con-
sequently the income payments on this portion of the Canadian external 
indebtedness was more flexible, declining during the depression as cor-
poration incomes were reduced. 

STATEMENT 1.—GEOGRAPHICAL DISTRIBUTION OF THE BALANCE ON CURRENT 
ACCOUNT BETWEEN CANADA AND OTHER COUNTRIES, 1926-1939 

Net Receipts or Credits (+); Net Payments or Debits (—) 
(Millions of dollars) 

y ear All 
Countries 

United 
Kingdom(') 

Other 

Countrs(2) 
United 
States(2) 

1926 .................. + 127 + 58 + 300 - 231 
1927 .................. - 	10 - 	19 + 257 - 248 
1928 .................. - 32 - 	21 + 338 — 349 
1929 .................. - 311 - 99 + 225 — 437 
1930 .................. — 337 - 106 + 113 - 344 
1931 	.................. .— 174 - 54 + 85 —205 
1932 .................. - 96 

.. 
- 	14 + 86 - 168 

1933 .................. ..- 	2 
.. 

.. . 

+ 26 + 85 - 113 
1934 .................. 

-- 

+68 

.. 

+ 46 + 102 - 80 
1935 .................. + 125 + 62 + 92 - 29 
1936 .................. + 244 + 122 + 123 - 	1 
1937 .................. + 180 

. 

+ 135 + 122 - 	77 
1938 .................. + 100 

. 	

.. 

+ 127 + 122 - 149 
1939 .................. 

.. 

.+ 126 + 137 + 105 - 116 

(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. 

The balance of payments during the years of recovery before the war 
merits closer analysis as it was during this period that the growing diversi-
fication in export capacity was more fully developed and employed. A 
greater number of industries depended upon export markets than in earlier 
periods. There was a relatively greater dependence upon export 
markets in the United Kingdom than in earlier years. At the same time 
Canadian imports from the United Kingdom, being affected by subnormal 
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incomes, were less than in the earlier period and there was consequently 
a very substantial credit balance in Canada's current account with the 
United Kingdom, averaging about $130 million in the four years from 1936 
to 1939. There were also substantial net credits from trade with other 
Empire countries adding further to Canada's current income in sterling. 
But Canadian exports to other overseas countries, particularly Continental 
Europe, were much lower than during the 1920's when European pur-
chases of Canadian wheat were very heavy. 

Canada's current deficit with the United States during the same four 
years before the war was more variable, ranging from virtual equilibrium 
in 1936 to a deficit of $149 million during the "recession" year of 1938. 
In the former year Canadian income in the United States was augmented 
by large American purchases of grain because of the drought while 
Canadian imports were still well below the levels reached in the later 
years of recovery. In the latter year Canadian exports to the United States 
dropped very sharply below 1936 and 1937 due to the decline in economic 
activity in the United States while Canadian imports continued to be 
relatively substantial as incomes and economic activity were sustained in 
Canada by exports to overseas countries. But throughout this period 
Canadian imports were much lower than during the 192 0's, because of the 
smaller volume of investment and economic activity in Canada as well as 
the reduction in incomes. Since economic activity in Canada in the 
1930's never approached the levels which the productive capacity of the 
country was capable of reaching Canadian expenditures abroad must be 
regarded as subnormal during this period. On the other hand the 
external demand for Canadian products also had a subnormal character. 
An important source of dollars keeping the current deficit with the United 
States from expanding further than it otherwise would was the rising level 
of Canadian gold production. 

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

Most of the investment of external capital in Canada occurred before 
1926. The largest part of the British capital had been invested before the 
First Great War, and there had been a very heavy inflow of capital from the 
United States during the war and during the postwar years. This latter 
movement continued throughout the 1920's, although in 1925 and 1926 
there were substantial exports of capital from Canada on balance. The 
heaviest capital influx from the United States occurred during the years 
prior to 1924 and during 1929 and 1930. 

The net import of capital from all countries approximated $311 million 
in 1929 and $337 million in 1930, as indicated by the debit balances on 
current account during these years. In 1929 and 1930 there were very 
large flotations of new Canadian bond issues in the United States in 
connection with the capital developments under way in Canada. Inflows 
for direct investment were also appreciable in these years and in the earlier 
year a considerable volume of inflow took the form of repatriation of the 



liquid assets of Canadian banks in New York. Inflows continued during 
1931 and 1932 on a reduced scale but partly through reductions in 
Canadian assets abroad rather than in new borrowing in connection 
with investments in Canada. Inflows of capital were an important factor 
in maintaining the strength of the Canadian dollar during this period 
up until the rapid depreciation of sterling late in 1931. 

During the later 1930's Canada again became an exporter of capital. 
Prior to this period most of the exports of capital had occurred between 
1924 and 1926 when large amounts of Canadian capital were invested 
in United States and other foreign securities. While there were other 
exports of capital for the purchase of securities in succeeding years, these 
were more than offset by imports of capital from the sale of new Canadian 
issues of securities abroad and from the expansion of American direct 
investments in Canada. The exports of capital which developed in the 
late 1930's were of a different kind from those before the depression. These 
capital outflows mainly took the form of redemptions of Canadian bond 
issues held in the United States and elsewhere, along with some retire-
ments of indebtedness in connection with American direct investments in 
Canada, some expansion in Canadian direct investments in the United 
States, and outflows of funds by insurance companies. These various 
forms of outflows of capital more than offset any inflows arising from the 
purchase of Canadian outstanding securities by non.resident investors 
during these years. The outflow of capital became appreciable in 1934 
and was highest in 1936 although the level continued to be still substantial 
in the three years before the war. Canada's balance of indebtedness was 
consequently reduced during these years before the war. 

TRANSACTIONS WITH THE UNITED KINGDOM 
The Canadian balance of payments with the United Kingdom has 

undergone numerous changes during the period between 1926 and the 
beginning of the war. The structure which was typical in the years 
immediately preceding the war is generally appreciated. During that 
period Canada had consistently a large sterling income from exports 
which substantially exceeded payments for imports, interest and dividends, 
freight and other services. To a large extent, however, this surplus of 
sterling income in the years immediately preceding the war is attributable 
to the Ottawa Agreements and the heavy British demands for Canadian 
commodities arising out of British housing construction throughout the 
1930's and from the rearmament demands in the latter years of the decade. 
British economic activity and incomes were sustained at a high level for 
a number of years before the war while Canadian incomes were generally 
subnormal. 

It is important to note, however, that in Canada's accounts with the 
United Kingdom in each year from 1927 to 1932 the situation was exactly 
the reverse of that prevailing from 1933 to 1939. In each of these former 
years current payments by Canada to the United Kingdom exceeded 
current receipts. The debit balances were particularly substantial in 
1929 and 1930. A prominent factor in this change in the structure of 
the balance of payments with the United Kingdom was the significantly 
higher level of payments by Canada during the years in question. Total 
interest and dividends to the United Kingdom were much higher before 
the depression than in any subsequent year in the 1930's, partly because 
of railway dividends. At the same time Canadian imports of merchandise 
were greater throughout the 1920's than in the 1930's. Although some 
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of this larger value was due to the higher prices in the earlier period a 
considerable amount was the result of Canadian demand for many 
manufactured commodities which were not produced at that time in 
Canada. The development of manufacturing in Canada in the ensuing 
decade was a factor in reducing the general volume of Canadian imports 
from the United Kingdom. The reduced level of Canadian incomes in 
the 1930's also limited the import demand. 

Canadian export sales to the United Kingdom were at a lower level 
during the years from 1927 to 1932 than they were in the subsequent 
1930's. This is after allowance is made for the large amount of Canadian 
wheat which was sold to Continental countries but in some cases originally 
shown as exported to the United Kingdom in these earlier years. Distinct 
improvements appeared in Canada's exports to the United Kingdom in 
1933 and subsequent years, and by 1936 exports had arisen to a higher 
level than in any other year from 1926 on. Increases were particularly 
notable in bacon and other food products and lumber, wood products 
and non-ferrous metals. In the four years before the war the value of 
exports to the United Kingdom remained relatively stable. A wide range 
of Canadian commodities were exported to Britain. The British market 
was particularly important in absorbing surpluses of Canadian farm 
products and raw materials. Wheat and flour, fruit, bacon, dairy products 
and other food, furs, lumber and other forest products and non-ferrous 
metals were among the. commodities for which there was a sustained 
British demand before the war. 

The credit balance on current account with the United Kingdom 
expanded from $26 million in 1933 to $137 million in 1939, without includ-
ing the exports of gold from Canada to the United Kingdom which were 
substantial in some of these years. This movement of gold was chiefly 
the result of temporary market situations and its inclusion in total credits 
in the account with the United Kingdom would considerably expand the 
credit balance over that arising from commercial transactions. Total net 
exports of non-monetary gold are included in the current account with 
the United States in tables in this report. 

Capital movements between Canada and the United Kingdom during 
the period under review were predominantly from Canada to the United 
Kingdom. Retirements of Canadian securities originally sold to British 
investors were the principal form of this outward movement of capital. 
In each year during the period under review, with the exception of 1933 
and 1934, retirements exceeded new issues of Canadian securities sold 
in the London market. In addition in many years there were repurchases 
of outstanding Canadian securities from British investors. In 1933 and 
1934 however, this movement turned in the opposite direction when sales 
of Canadian outstanding securities greatly exceeded Canadian repur-
chases. Although the total inflow of capital from the United Kingdom was 
very heavy in these two years the net movement during the period from 
1926 to 1939 was on balance outward and had the effect of reducing the 
balance of Canadian indebtedness to the United Kingdom. 

The combined effect of current and capital account transactions 
between Canada and the United Kingdom has been that each year from 
1933 on there was a very large surplus of Canadian receipts from the 
United Kingdom. While the credit balance on current account was still 
small in 1933 and 1934 there were the very large credit balances on capital 
account of approximately $94 million and $99 million respectively. In 
later years when the credit balance on current account expanded, it was, 

28 



after 1935, much larger than the debit balances on capital account. 
Consequently Canada had a large surplus of sterling receipts generally 
from 1933 on. Under the conditions of exchange convertibility existing 
before the war this sterling surplus could be sold for United States dollars 
to provide the dollar exchange needed to make payments in the United 
States. 

TRANSACTIONS WITH OTHER OVERSEAS COUNTRIES 
Canada has had large balances on current account with other over-

seas countries as a whole consistently throughout the period under review. 
Income from exports of merchandise has been the predominant source of 
receipts. Supplementing these receipts is investment income arising 
mainly from Canadian direct investment in South America. Exports of 
food and raw materials have constituted a large part of the merchandise 
trade with other countries. European demand for Canadian grain and 
other commodities was especially heavy before the depression but the 
reduction in this demand during the depression and the accompanying 
period of autarchy was never regained in the period of recovery before 
the war. A certain amount of this reduction in income from exports to 
Europe and other foreign countries was offset by larger sales to the 
Dominions and other British countries. Canadian imports and other pay-
ments to this group of other countries did not fall as much proportionately 
in the pre-war years as was the case with exports to this area; consequently 
the net current account balance with other countries, which was as high 
as $338 million in 1928, was reduced to $122 million in 1938. An im-
portant factor contributing to the large credit balances in the earlier years 
arises from the inclusion of wheat exports in the current account with 
these countries which were originally declared as exported to the United 
Kingdom but subsequently diverted to other European destinations. 

While there are other exchanges of services between Canada and 
these countries, these exchanges have been to a large extent offsetting 
for the group of countries as a whole, particularly in the case of tourist and 
travel expenditures and freight and shipping. Although the balance on 
account of these transactions is of significance with some individual 
countries, the volume of transactions is usually small in relation to mer-
chandise trade. There is, however, a considerable balance of debits 
arising from all other current transactions. The largest componen of 
these payments is personal remittances to Europe and Asia by persons 
living in Canada with family ties abroad. The level of personal remittances 
was higher before the depression and has shown a secular decline during 
the period as the volume of immigration to Canada in the last decade 
before the war was much less than in earlier periods. 

The continental distribution of trade reveals some fairly definite 
patterns. Canada has been a net exporter to each continent outside of 
America in most years. In the case of South America however, there was 
a balance of imports in most years before the war. Although imports 
from the United States have exceeded exports consistently, there has been 
a balance of exports throughout the period under review, to other North 
American countries as a group, when the United States is excluded. The 
current account with Commonwealth countries other than the United 
Kingdom also shows a credit balance throughout the period under review. 
Although a minor part of the total in each year, the credit balance with 
these countries became relatively more important in the 1930's with the 
sharp decline in exports to Europe. 
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While there have at times been substantial movements of capital 
between Canada and overseas countries other than the United Kingdom 
there is little relationship between these movements and Canada's current 
account with the area as a whole. Most of the capital movements have 
taken the form of security transactions in international capital markets. 
During the 1920's Canadians purchased large amounts of new issues of 
foreign bonds usually floated in the United States. South American 
issues made up most of these purchases although there were also some 
European and British Dominion issues as well. Many of these holdings 
were later sold abroad. Later in the years immediately before the war 
there was a substantial movement of European capital to Canada. Earlier 
movements of European capital to Canada for the most part occurred before. 
the period under review. Much of the direct investment by Canadian 
companies in Latin America also occurred before this period. 

Trade with other overseas countries has been consistently a substantial 
source of current surpluses providing exchange which could be con-
verted into United States dollars to make payments in the United States. 
In each year from 1926 to 1937 the credit balance in Canada's current 
account with these countries has been the largest source of exchange for 
meeting deficits in the United States. In the years from 1937 until the 
beginning of the war when sterling ceased to be freely convertible, 
however, the credit balance with the United Kingdom was slightly larger 
than that in Canada's accounts with all other overseas countries. 

TRANSACTIONS WITH THE UNITED STATES 
The fluctuations in economic conditions in Canada and the United 

States constitute one of the most prominent factors influencing trends in 
the balance of payments between the two countries. Relationships be-
tween the two countries are numerous and far reaching. Events in the 
United States, reflecting changes in the larger economy, directly influence 
the course of economic activity in Canada. The influences of conditions 
in the United States upon the world economy at large are also transmitted 
to Canada through their effects upon the fluctuations in Canada's trade 
with overseas countries, because of the great importance .which this 
external trade has for Canada. The level of production and incomes 
in the United States directly affects the welfare of many Canadian indus. 
tries and trades dependent upon export demand. In many regions in 
Canada the primary economic stimulant comes from this United States 
demand. The volume of Canadian sales of goods and services in turn 
affects Canada's ability to purchase abroad. 

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

The balance of payments between Canada and the United States was 
characterized by deficits each year in the period from 1926 to 1943. These 
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debit balances on current account were much heavier, however, in the 
earlier half of the period and reached their highest point in 1929, being 
also very heavy in 1928 and 1930. There were substantial declines in 
the size of the debit balance each year from 1929 until 1936 when the 
current account with the United States was virtually in equilibrium. 
Substantial deficits again reappeared in later years particularly in 1938, 
but it was not until the war period that the deficits again approached the 
size which was characteristic of the period from 1926 to 1931. 

The greatest fluctuations have occurred in gross payments by Canada 
over the period. This decline in debits was not only greatest during the 
depression but the level of debits in the later years of recovery before the 
war also marked a greater decline from the level of pre-depression years, 
both relatively and absolutely, than was the case with total credits. Be-
cause of these varying trends the balance of debits on current account 
in both depression and post-depression years was much less than was the 
case before the depression. The principal reason for this trend in the 
current account balance has been the greater decline in imports over the 
longer period, and the growth in the value of net exports of non-monetary 
gold. Principally because of the latter factor total receipts from gold 
and all other commodity exports in the pre-war years were close to the 
level of the pre.depression years whereas, in contrast, imports were much 
lower than in the peak years. 

The widest fluctuations have occurred in merchandise account. Both 
exports and imports have often shown wide variations from year to year 
but the annual changes in the balances on merchandise account have 
usually been less pronounced since both exports and imports frequently 
fluctuate in the same direction. In the declines from the levels of the 
1920's, reductions in exports, however, were relatively less than declines 
in imports with the result that the deficit in merchandise account was 
much less after 1930 than before. 

The large current deficits prior to the depression resulted to a large 
extent from heavy Canadian demands for United States merchandise during 
the pre-depression years. A larger part of the gross national expenditure 
of Canada in those years was spent on investment in Canada. This 
heavy investment created the extraordinary demands for capital goods 
that are reflected in the large volume of imports of durable goods from 
the United States. Canadian purchases of industrial materials and com-
ponents required for construction and production in Canada arising out 
of this extraordinary level of private and business investment in Canada 
also contributed to the heavy imports from the United States during this 
period. At the same time the expenditures in the United States arising 
from Canadian consumer demands also reached unusual levels. Incomes 
in the prosperous years before the depression were not only high but 
widely distributed. 

Imports from the United States declined during the depression and 
although they increased during the years of recovery, they never regained 
anything like the pre.depression level. The total in 1937 of $463 million 
compares with $875 million in 1929. A large part of the reduction 
occurred in metal products. Imports of iron and its products were 
unusually high in 1929 and earlier years, reaching $309 million in 1929, 
whereas the highest level reached in the post-depression years before 
the war was $174 million in 1937. A large part of this drop occurred in 
machinery and other capital equipment of various kinds. Other signif i-
cant declines were in imports of automobiles and primary steel. There 
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were sharp proportionate declines in many other groups of imports as 
well, but the absolute amounts were not as large. The declines in non-
metallic minerals and products, and chemical and allied products were 
less abrupt and to a greater extent were due to lower prices. To some 
extent the declines in imports were the result of increased and more 
varied manufacturing capacities in Canada. In other respects they may 
be directly attributed to the greater reduction in capital investment in 
Canada in the years of recovery after the depression in contrast to the 
heavy expenditures on investment in the 1920's. 

Canadian exports to the United States did not fluctuate as widely as 
was the case with imports. The decline during the depression was less 
proportionately than the decline in imports. Exports in 1932 were about 
32% of exports in 1929, whereas imports in the same year amounted to 
only 28% of imports in 1929. The revival in exports which, in 1937 
amounted to 75% of the total in 1929, was greater than in the case of 
imports which, in 1937 only amounted to 53 1;/0  of imports in 1929. The 
debit balance of merchandise trade was sharply reduced, consequently, 
in the depression. It had been as high as $356 million in 1929, but in 
1932 was $77 million and in 1933, $28 million. In 1937 it had expanded 
to only $72 million but showed a sharp increase to $132 million in 1938 
as a result of the effects of the recession in the United States when exports 
from Canada fell more sharply than Canadian imports. 

To a considerable extent the lower level of exports in the 1930's was 
due to lower prices. While reduced volume contributed to much of the 
decline there were some important groups of commodities which were 
exported in greater volume. The decline in value was less sharp, however, 
in exports of non-ferrous metals and non-metallic minerals. In contrast 
to the general decline in exports of commodities was the outstandingly 
large increase in net exports of non-monetary gold which is not included in 
the commodity exports commented on. Gold production in Canada 
increased very rapidly and fairly consistently during the 1930's. The 
increase in the price of gold in the United States was a further contributor 
to higher receipts from non-monetary gold. 

These two factors—the great increase in receipts from gold production 
and the greater contraction in imports than in exports of other commodities 
—both contributed to the reduced deficits in Canadian current account 
with the United States during the 1930's. To some extent the decline 
in imports must be associated with the relatively lean period of investment 
in which it occurred. Both private and public investment in Canada were 
at a low ebb during and after the depression and there was consequently 
much less demand for imports of capital goods and many of the materials 
imported in connection with investment in Canada. At the same time, 
however, United States demand for Canadian commodities was also ab-
normally low, because of the low level of incomes and economic activity 
in that country during most of the pre-war period following the depression. 
Prices of exports were also relatively lower than imports in comparison 
with the pre-depression period, the terms of trade having moved unfavour-
ably for Canada during the depression and having only recovered partly 
thereafter. 

Trends in other current items over the period were to some extent 
offsetting. For example: while revenue from the tourist trade was greater 
in the pre-depression years, partly because of higher prices, debits on 
freight and shipping account were higher during the same period as a 
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result of the larger volume of merchandise imports. The effects of fluctu-
ations in the level of United States travel expenditures in Canada were in 
themselves to some extent modified by trends in Canadian travel expendi-
tures in the United States which usually move in the same direction as 
the former. Payments on account of interest and dividends were relatively 
stable throughout the period, being generally higher from 1929 on than 
in the earlier years because of the increased Canadian indebtedness to 
the United States. All other current transactions were also to a large 
extent offsetting. 

Capital movements between Canada and the United States have 
followed fairly definite courses in two distinct periods during the years 
under review. Between 1927 and 1932 there were substantial imports of 
capital from the United States. These were particularly heavy between 
1929 and 1931. In each year inflows from the excess of new flotations of 
Canadian bonds in the United States over issues retired there contributed 
substantially to the movement as during this period United States holdings 
of Canadian bonds increased very appreciably. There was a counter 
movement of capital arising mainly from the investment by Canadians in 
United States securities which was particularly substantial between 1926 
and 1928 when Canadian holdings of United States stocks grew rapidly. 
Another important source of capital inflow arose from the reductions in 
the external assets of Canadian chartered banks. Withdrawals of these 
funds from New York were especially large in 1928 and 1929. Other 
capital movements, arising chiefly from the direct investment of American 
capital in branch and subsidiary companies in Canada, and from insurance 
company transfers, were also substantial, particularly between 1929 and 
1931. The net effect of these various movements was a predominantly 
inward flow of capital from the United States to Canada between 1927 and 
1932, in contrast to 1926 and certain earlier years when inflows were 
exceeded by outflows from Canada for investment in securities. This 
inflow of capital from the United States between 1927 and 1932 provided 
an offset to some of the large current account deficits which prevailed 
during these years. Part of the current account deficits can, of course, be 
attributed to inflow of capital since the heavy investment in Canada during 
this period contributed to the higher level of Canadian imports from the 
United States. 

The movement of capital from 1933 to the beginning of the war was 
predominantly from Canada to the United States. In each year during 
this period retirements of Canadian securities in the United States ex-
ceeded new issues by a wide margin. There were also outflows of capital 
in connection with direct investments, both in the case of non.resident 
investments in Canada and new Canadian direct investments abroad, and 
outflows of capital in most years from insurance company operations. 
The international trade in outstanding securities during the same period 
displayed less regularity, there being wide swings in the volume and 
direction of the movement of capital from one year to another. Conse-
quently, the net movement from this group of transactions was to a large 
extent offsetting between 1933 and the beginning of the war, although the 
volume of the turnover of securities was very great. The predominantly 
outward movements of capital between 1933 and 1939 occurred during 
a period when Canada's current account deficit with the United States 
was more moderate than had been the case during the period of capital 
inflow. Consequently the above divergent movements of capital and the 
trend in the current account with the United States led to a smaller 
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balance of debits from total current and capital account transactions 
during the years between 1927 and 1932, and maintained a substantial 
debit balance from total current and capital transactions during the period 
1933 to 1939, capital debits during these latter years adding to a lower level 
of current debits to produce quite substantial net debits with the United 
States from all transactions. 

The source of foreign exchange which Canada was able to employ 
before the war to meet the consistently large requirements for United 
States dollars, arising from total current and capital transactions, was the 
balance of current credits from trade with overseas countries as has already 
been described. In each year there was a substantial surplus from over-
seas. Between 1926 and 1932 the group of overseas countries other than 
the United Kingdom was the source of current surpluses, since current 
transactions with the United Kingdom during each of these years, with the 
exception of 1926, resulted in a net debit. From 1933 on, however, there 
were also growing current account surpluses with the United Kingdom as 
well. But during the same years, the current surplus with other overseas 
countries was lower than had been the case prior to 1930. 

A summary of total current and capital transactions between Canada 
and each of these countries or areas, and an analysis of capital move-
merits between Canada and each, appear in Part III, Tables XIII to XVI. 
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IV. THE WAJTIME PERIOD 
Although there were formidable exchange and financial problems 

during the years 1939-45 these did not impede the Canadian contribution 
to the war. As the balance of payments shows, Canadian financial 
measures were adapted to the wartime emergency and the common 
objectives of the war. 

Canada entered the war faced with a United States dollar stringency 
which at first seemed to threaten to limit the contribution which might be 
made by the nation. But a series of financial measures and changing 
circumstances combined with an unprecedented national effort led to very 
large economic contributions by Canada unhampered by the restraints 
of financial limitations. By 1942 the problem of a shortage of United 
States dollars had receded as the official reserves again began to rise as 
a result of a series of measures. In the period from 1942 on, as economic 
mobilization progressed, Canada was able to contribute an unprecedented 
volume of production to Britain and other allies financed by gifts and 
Canadian Mutual Aid. 

In the opening years of the war the United States dollar stringency 
loomed large because of the lack of convertibility to sterling which was an 
immediate consequence of the war. This seriously reduced normal 
Canadian receipts of United States dollars from current trade with over-
seas countries at a time when the current deficit with the United States 
was rising because of heavier Canadian demands for United States goods 
and seTvices, due to rising war production, to higher incomes and the 
expansion in Canadian industrial capacity. Besides the inconvertibility 
of sterling there was the growing British need for Canadian dollars to 
meet a rising British deficiency in Canada resulting from expanding British 
requirements for Canadian commodities. 

Because of the inconvertibility of sterling and increased Canadian 
expenditures of United States dollars, it became necessary to conserve 
United States funds for the more essential purposes of the war and to 
develop new sources of United States dollars. Canada entered the war 
with the Canadian dollar depreciated in terms of United States dollars 
and foreign exchange control was introduced to maintain exchange 
stability and to conserve Canada's supply of United States dollars for 
essential purposes by avoiding unnecessary expenditures of exchange for 
unessential purposes like exports of capital. Early in the war Government 
measures were also introduced which reduced expenditures on Canadian 
pleasure travel and non-essential commodities in non-Commonwealth 
countries. 

The other means of attacking the problem arising from the scarcity 
of United States dollars was the development of new sources. As a 
result of the agreements entered into at Hyde Park in April 1941 new sources 
of United States dollars were created through the sale of ships and muni-
tions on a large scale to the United States Government and the further 
development of production of raw materials in Canada. Settlements 
made by the United Kingdom in United States dollars and gold sold in the 
United States were also factors in meeting deficits in the United States. 
Another factor of growing importance contributing to the rise in reserves 
from 1942 on was the substantial inflow of capital from the United States 
arising from the purchase of Canadian securities by Americans and from 
the liquidations of American securities by Canadians. Then as the war 
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progressed there were important increases in other exports to the United 
States besides the sale of munitions, notably large sales of grain to the 
United States and some diversification in other exports. Another unusual 
source of substantial income in the later years of the war originated in 
United States Government expenditures on defence activities in Canada. 
The construction of the Alaska Highway and air fields, and the Canol 
projects and other activities in northern Canada were the principal objects 
of expenditure. 

While the current account deficit with the United States had expanded 
to $318 million in 1941 it was reduced by 1943 to negligible size and in 
1944 and 1945 small surpluses of $31 million and $36 million, respectively, 
appeared. In the former year there was a surplus even though there were 
large special payments to the United States Government in connection 
with the termination of the financial aspects of the Hyde Park agreements. 
The favourable changes in current account with the United States, com 
bined with capital inflows from that country, and assisted by receipts of 
convertible exchange from the United Kingdom, led to the improvements 
which took place in Canada's foreign exchange position as shown by the 
statement of the liquid reserves presented in Statement 8. By the end 
of 1945 these had risen to $1,508 million from a low point of $174 million 
early in 1942. 

Accompanying the improvement in the United States dollar position, 
and partly made possible by it, was a very great rise in exports to the United 
Kingdom. Exports of munitions and ships and aircraft became par-
ticularly heavy in the later stages of the war as the war production pro-
gramme progressed. When these abnormal exports were added to the 
already swollen demands for food and raw materials the exports to the 
United Kingdom rose in the later years of the war to more than five times 
the prewar total. This led to large increases in the current account 
balance with the United Kingdom which had to be financed by special 
means. 

The British shortage of Canadian dollars in the early years of the war 
was principally met by the Canadian Government repatriating Canadian 
securities owned in the United Kingdom and by the accumulation of 
sterling balances by the Foreign Exchange Control Board. Some settle-
ments were also effected by purchases of gold or convertible exchange 
from the United Kingdom which in turn was sold in the United States to 
settle Canadian deficits there. 

In 1942, however, besides some additional repatriation a new method 
of meeting the growing needs of the United Kingdom for Canadian dollars 
was introduced when a contribution of $1,000 million was made to the 
Government of the United Kingdom for expenditures on war supplies in 
Canada. In the same year the major part of the accumulation of sterling 
balances in Canada was converted to a loan of $700 million to the United 
Kingdom. In 1943 a further development in the methods of financing the 
wartime needs of the Allied Nations was the appropriation by the Canadian 
Parliament of $1,000 million for Mutual Aid for the production and transfer 
of Canadian war supplies to the United Nations. In 1944 and 1945 there 
were further appropriations for Mutual Aid and by the end of this wartime 
programme $3,211 million of aid had been extended, including the 1942 
contribution. Of this total $3,002 million was to British countries and the 
remaining $209 million to other Allies. 
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Current Transactions with the Sterling Area During the War 

As the war progressed the greatly expanded demand for Canadian 
production became the predominant influence upon the Canadian balance 
of payments. British and other allied requirements for munitions, food, 
raw materials and other goods and war services were among the principal 
contributors to the great wartime development of productive capacity 
and capital equipment in Canada. The magnitude of the wartime move-
ments of commodities and the provision of services which entered Canada's 
international accounts are strikingly revealed by the current account of the 
balance of payments between Canada and the sterling area. As shown 
in the accompanying statement during the six years, 1940 to 1945, gross 
credits in the current account aggregated over $10,400 million. The 
value of commodities exported on account of the sterling area, both 
directly to the sterling area and to other theatres of war as well, 
totalling almost $9,000 million, made up the largest part of this aggregate. 
Of this about $7,700 million was on United Kingdom account. Freight 
and shipping services and other wartime service activities were also 
important contributors, the former being about $822 million and the latter 
approximately $561 million. Munitions, military equipment and ships 
made up the largest part of the commodity movement or over one-half 
of the exports on United Kingdom account. Greatly expanded food 
exports were the next largest element in the total of commodities shipped 
on.British account, representing about 30%.  Lumber and wood products 
constituted another important part of the exports, being about 6%, and 
other industrial materials like non-ferrous metals constituted most of the 
remainder exported to the United Kingdom. Exports on account of other 
sterling area countries made up more than $1,100 million of the total. 

The current source of income in Canada available to the sterling 
area was much less than the requirements for Canadian dollars indicated 
by the above totals. Gross debits in Canada's current account with the 
sterling area aggregated about $4,800 million, including expenditures 
overseas on account of the Canadian forces which amounted to $2,597 
million. The other large source of Canadian dollars arose from exports 
from the sterling area to Canada which amounted to about $1,350 million 
during the period, apart from movements of aircraft and equipment to 
Canada for use in the British Commonwealth air training plan. Payments 
of interest and dividends by Canadian borrowers to British investors of 
$357 million made up the next largest item in the account. British 
receipts from shipping services, commercial and financial services,, 
remittances and other current transactions with Canada made up the 
residue of British receipts of approximately $500 million. 

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

STATEMENT 2. SUMMARY OF BALANCE OF PAYMENTS TRANSACTIONS BETWEEN 
CANADA AND THE STERLING AREA, 1940 to 1945 

(Millions of Canadian dollars) 

Current Expenditures on Account of the Sterling Area in Canada 
Exports on United Kingdom Account (') 

Munitions and ships.............................. 4,047 
Food............................................ 2,290 
Wood Products.................................. 479 
Non-ferrous Metals............................... 654 
Other Commodities............................... 264 

Total...................... 	................. 7,734 

Exports on Account of Other Sterling Area.............. 1,113 
Freight.............................................. 822 
War Services........................................ 561 
Other Current Transactions............................ 200 

Total Current Expenditures in Canada .................. 10430 

Current Payments by Canada to the Sterling Area 
Imports from the United Kingdom...................... 680 
Imports from other Sterling Area....................... 670 
Overseas Expenditures of Canadian Government......... 2,597 
Interest and Dividend Payments........................ 357 
Freight and Shipping................................. 235 
Other Current Transactions............................ 261 

Total Current Payments by Canada ..................... 4800 
Net Requirements of the Sterling Area for Financing 

Current 	Expenditures............................. 5,630 

Methods of Financing Gap in Current Account () 
Billion Dollar Contribution.............................1,000 
Mutual Aid by Canada to Sterling Area .......... ....... 2,002 
Interim Advances by Canadian Government to United 

Kingdom and India................................ 206 
Loan of $700 million to United Kingdom in 1942 (net).....561 
Official Repatriations of Securities by Canada............703 
Private Repatriations of Securities by Canada............292 
Sales of Gold and United States Dollars to Canada........504 
Other Capital Movements (3)362 

Total Capital and Special Transactions..................5,630 

(1) These data reflect payments on account of the United Kingdom rather than recorded 
commodity movements to the United Kingdom. 

(2) Includes total amount of certain wartime items although some transactions may have 
occurred in 1939 or 1946. 

(2) Including exchange adjustments and errors and omissions. 

During the latter years of the war the total value of goods and services 
supplied by Canada to the United Kingdom increased to four or five times the 
prewar amount. Most of the expansion occurred in the value of commodi-
ties shipped on British account although increases in service transactions 
were proportionately greater. Canadian production of munitions, military 



equipment and ships became the largest part of Canadian production 
exported on United Kingdom account. These shipments became par-
ticularly heavy from 1942 on, payments for munitions shipped on British 
account rising to as much as $1,117 million in 1944. Exports of Canadian 
food also rose to exceptional levels, as well as commodities like aluminum 
and lumber and the staple industrial materials. 

Among services provided by Canada for the United Kingdom were 
such distinctly wartime activities as air training, munitions inspection, 
construction and maintenance of naval bases, the provision of facilities 
for internment and the many administrative activities required by the British 
in Canada in connection with the prosecution of the war. The expenditures 
on war services in the latter years of the war rose as high as $130 million 
in 1942 and remained at $128 million in 1943 and 1944. Another im-
portant rise in British expenditures in Canada rose from the shipping 
and other transportation of the huge volume of commodities being shipped 
overseas. Inland transportation to the ocean ports made up a large part 
of this, amounting in some years to approximately $60 million. Other 
expenditures by the British on transportation included the expenditures 
in Canadian ports on the account of British ships. Under wartime con-
ditions these expenditures expanded very sharply. The number of 
vessels required to move the commodities was very great and the ships 
tended to take on more supplies in Canadian ports than has normally been 
the case in peacetime. Repairs also were a substantial item as well as 
port dues and other service expenditures connected with shipping. While 
some of the more customary exchanges of services declined sharply such 
as civilian travel, these declines were much more than displaced by the 
emergence of the large wartime factors described above. The pattern 
of personal remittances was also greatly altered during the latter years 
of the war; with large numbers of Canadian forces stationed in England, 
there were very substantial remittances by these men back to Canada. 

Canadian expenditures on British goods and services were, of course, 
limited by the nature of the wartime situation. The form which the 
economic mobilization in Britain took made it difficult for the United 
Kingdom to provide many of the commodities for export which normally 
entered into trade with Canada. In 1940 British policy was still directed 
towards expanding exports in order to finance overseas war expenditures 
but as the war developed this policy had to be abandoned, with a greater 
concentration of British industrial and manpower resources towards more 
direct war ends. Consequently, the volume of British commodities shipped 
to Canada declined during the latter years of the war although Canadian 
civilian purchases of commodities from the United Kingdom into Canada 
did not fall below $100 million until 1944. 

Another item of Canadian payments to the United Kingdom which was 
precluded from expanding was the substantial total of interest and divi-
dends paid by Canadian governments and corporations to British investors 
in Canada. Since a substantial part of the British current shortage of 
dollars during the early years of the war was covered by repatriations of 
Canadian securities held in the United Kingdom there was a considerable 
drop in the volume of Canadian payments of interest and dividends to the 
United Kingdom investors. 

The next largest normal British source of revenue in Canada, income 
from shipping services, was also prevented from expanding appreciably 
because of the course of the war. Most of this revenue normally arose 
from carrying British exports to Canada. The decline in these exports 
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along with the diversion of British ships to other wartime duties combined 
to offset the effects of increased ocean transportation costs, with the results 
that Canadian payments for freight and shipping services were lower in 
some years during the war than before the war, and were only moderately 
higher in several other wartime years. Another group of expenditures 
were those connected with Canadian travel in the United Kingdom and 
the revenue from passenger fares sold to Canadians travelling on British 
ships. Pleasure travel ended abruptly with the war, with the result that 
Canadian travel expenditures in the United Kingdom, apart from the 
expenditures connected with the Canadian forces overseas, declined to 
a few million dollars compared with an estimated $16 million in the 
Coronation year 1937. Other current expenditures of a normal character 
did not change very substantially, but the volume has never been excep-
tionally large. 

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

The sterling area's shortage of Canadian dollars has been even greater 
than the above amounts for the United Kingdom as the other countries 
of the sterling area besides the United Kingdom have normally as a group 
had larger expenditures in Canada than revenue, and this normal dis- 
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equilibrium was considerably increased during the war, particularly in 
the latter years when the movement of commodities to the other British 
Dominions on their own account became large. Even by 1940, however, 
the balance of credits on current account with other Empire countries had 
increased to $76 million compared with $44 million in 1938 and $24 
million in 1937. But, by 1944 the balance amounted to $133 million and 
in 1945 it expanded to $295 million. The principal contributor to this 
balance of credits is the value of Canadian exports to these countries which 
customarily exceeds imports by a considerable margin. In addition there 
is normally some income from direct investments in these countries by 
Canadian companies adding to Canadian receipts as well as a balance of 
Canadian receipts on freight and shipping account. Some of the latter 
arises from the inland freight from points of origin in Canada to the ocean 
ports and some arises from revenue of Canadian ships carrying exports 
to British Dominions and Colonies. The principal development during 
the war in service transactions was an increase in credits on freight and 
shipping account which expanded particularly in the latter two years of 
the war when the Canadian merchant marine constructed during the war 
was in operation and the movement of commodities was heaviest. In 
addition there were substantial expenditures on war services in Canada 
by Australia and New Zealand, mainly on their share of the costs of the 
British Commonwealth Air Training Plan. 

Canadian exports on account of other Empire countries rose early in 
the war, but not so much as total Canadian exports to these countries, 
as many of the exports to certain areas in the war zone, or countries in 
which there were military and naval bases, were on British account. 
With the development of Mutual Aid, however, there was a considerable 
increase in the total of exports on the account of these countries as Can. 
adian commodities used in the prosecution of the war by countries receiving 
Mutual Aid were procured on their own account and partly financed by 
the Mutual Aid extended to these countries. The peak in exports on 
the account of other Empire countries occurred in 1945 when they totalled 
an estimated $354 million. Of this amount $64 million was financed by 
Mutual Aid to Australia, New Zealand, India and the British West Indies. 
Exports to many countries for cash were also exceptionally high in that 
year, particularly to India. The value of imports from other Empire 
countries increased substantially during the war and with the exception 
of the peak year in 1941, remained relatively stable. Shortages in the 
supply of some commodities and scarcity of shipping prevented imports 
from this group of countries from meeting the full Canadian demand for 
their products. 

Mutual Aid and Capital Transactions 
Some of the special methods of financing the British deficiency of 

Canadian dollars arising from the great excess of wartime expenditures 
over receipts have already been referred to. The principal form of 
financing was the Mutual Aid program, under which Canada provided 
munitions, food, and other war supplies and services directly to Allied 
countries unable to pay for these supplies because of financial difficulties 
caused by the war. 

Early in the war, however, Britain secured Canadian dollars to cover 
expenditures in Canada through the official repatriations of Canadian 
securities held in England. By the end of 1942 virtually all of the Dominion 
and C.N.R. issues held in the United Kingdom had been repatriated. 
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During the same early period and particularly in 1941 and early in 1942 
the deficiency was also financed by Canada accumulating substantial 
amounts of sterling. The major part of the accumulation was converted 
in 1942 into the Canadian dollar loan of $700 million to the Government 
of the United Kingdom. 

In the same year the Canadian Parliament appropriated $1,000 million 
as a gift to the United Kingdom to enable purchases of food and munitions 
and other requirements to be covered. This contribution took the form of 
a financial transfer of funds to be used by the British as required to cover 
the shortage of Canadian dollars, although in effect it was a transfer of 
goods and services. The later development of assistance, Mutual Aid, was 
likewise a contribution to the common cause but was made directly in 
the form of goods and services to each country requiring aid. Mutual 
Aid to the sterling area, including the Billion Dollar Contribution, had a 
total value of over $3,000 million. Official repatriations of $703 million 
made up the next largest method of financing and the amount of the $700 
million loan to the United Kingdom outstanding at the end of 1945 was 
about $561 million. Another substantial source of Canadian dollars arose 
from the purchase of gold and U.S. dollars from the United Kingdom for 
Canadian dollars. These purchases totalled $504 million during the 
the period to the end of 1945 and provided an important means of meeting 
Canada's deficiency of U.S. dollars. Private repatriations of securities 
by Canadians amounting to almost $300 million were another source of 
financing, as well as a number of special financial settlements between the 
Canadian and United Kingdom governments. Following the termination 
of Mutual Aid at the end of the war interim advances were made by the 
Canadian government to the United Kingdom, which by the end of 1945 
totalled $164 million, in order to ensure the continued shipments of food 
to the United Kingdom. 

In 1946 this temporary method of financing was superseded by the 
credit of $1,250 million extended by the Canadian government to the 
United Kingdom in order to facilitate purchases of goods and services in 
Canada and to assist the United Kingdom in meeting transitional postwar 
deficits in its current balance of payments. 

The effects of the war upon the balance of Canadian indebtedness to 
the United Kingdom have been quite pronounced. British investments 
in Canada particularly in certain types of securities were sharply reduced 
by the official repatriations which amounted to over $700 million and also 
by private repatriations which from the start of the war to the end of 1945 
amounted to almost $300 million. 

The other outstandingly large transaction affecting the balance of 
indebtedness between the two countries was the $700 million loan issued 
in 1942. 

Since the Billion Dollar Contribution in 1942 and Canada's Mutual 
Aid program which followed became the major source of financing the 
sterling area shortage of Canadian dollars, most of the changes in the 
balance of indebtedness occurred prior to 1943. Changes subsequently 
arose mainly from the substantial private demand for Canadian securities 
held in the United Kingdom. As a result of these changes, the balance 
of Canadian indebtedness to the United Kingdom was reduced by more 
than a billion and one-half dollars during the wartime period. This con-
trasts with the balance of indebtedness to the United Kingdom at the 
beginning of the war of approximately two and one-half billion dollars. 
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The changes in indebtedness discussed above do not include a 
number of intergovernmental items directly arising out of wartime activities 
which were the subject of settlements in the Financial Agreement and the 
Agreement on the Settlement of War Claims between Canada and the 
United Kingdom which were signed at Ottawa March 6, 1946. Covered 
by the Financial Agreement was $425 million owing by the United King-
dom to Canada with respect to the British Commonwealth Air Training 
plan which the Canadian Government agreed to cancel. The Agreement 
for the Settlement of War Claims covered a more diverse group of out-
standing claims which had accumulated during the war. The settlement 
was completed on the payment by the United Kingdom to Canada of $150 
million to cover the balance of Canadian claims against the United King-
dom. Chief among the Canadian claims were interim advances to the 
United Kingdom under the War Appropriation Act, mainly financing exports 
of food, following the end of Mutual Aid. There were also advances 
for other supplies delivered after the end of Mutual Aid and advances 
to India for locomotives and a variety of amounts owing to Canada arising 
out of Canadian military and naval activities overseas. More prominent 
among the amounts owed by Canada to the United Kingdom were balances 
due with respect to army capitation payments, the balance owing by the 
air force on reserve stocks account, the balance of the United Kingdom 
equity in the general working capital fund, and the United Kingdom 
claims to reserves accumulated in various pool projects arising from price 
adjustments. The special settlement cancelled all claims between the 
two governments arising between September 3, 1939 and the end of 
February, 1946 with the exception of certain special transactions settled 
otherwise such as the amounts already referred to owing by the United 
Kingdom with respect to the British Commonwealth Air Training plan, 
the 1942 loan to the United Kingdom, claims arising out of military relief 
and out of transactions for which established procedures were in operation, 
and certain payments of a routine nature. 

Transactions With the United States During the War 
Close economic relations with the United States are an important 

element in the Canadian economic structure. The normal exchange of 
goods and services between the two countries gives rise to a deficit in 
Canada's current account with the United States. Canadian participation 
in the war led to a great expansion in imports of United States merchandise 
and in other expenditures in the United States. The United States is the 
principal source of supply for many industrial materials and fuel as well 
as for many manufactured products, food, capital equipment and other 
commodities and services. The Canadian expansion in the volume of 
production and in industrial capacity combined with the effects of larger 
incomes arising from higher levels of economic activity, all contributed 
to sharp increases in Canadian imports from the United States. Further-
more the United States became the source of supply for many commodities 
formerly purchased overseas. The wide range of commodities available 
in the United States combined with increased Canadian demands made 
for very large Canadian imports. 

The range of Canadian commodities in demand in the United States, 
on the other hand, is not so great. It is more concentrated on some 
important export staples which constitute a large part of the total. While 
increases in United States demand for these commodities were very 
large, to some extent due to overseas sources of supply being displaced, 
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there was not the sharp rise in Canadian exports to the United States 
comparable to the early rise in imports until the year 1942 when Canadian 
production of munitions, ships and other supplies had developed, part of 
which was sold to the United States. These exports of war supplies 
remained very heavy for the rest of the war and in addition there were 
extraordirjarily large American purchases of Canadian grain from 1943 on. 

The changes in the balance on merchandise trade were the chief factors 
affecting the fluctuations in the current account with the United States 
during the war as has usually been the case. The merchandise deficit 
quickly reflected the new wartime demands, rising sharply in 1940 to 
$278 million and even further to $344 million in 1941. This rise occurred 
despite the War Exchange Conservation Act of December 1940, which 
among other measures designed to ease the exchange situation prohibited 
the import of certain non-essential commodities from non-sterling area 
countries. But the savings in exchange from the prohibition of luxury 
imports were more than offset by increased wartime expenditures as the 
increase in total imports shows. 

As a result of the Hyde Park Agreement of April 1941, new sources of 
receipts were developed permitting Canada to specialize in the production 
of certain types of products required for the war. Some types of Canadian 
production like the aluminum industry were specially developed to meet 
United States requirements, and by 1942 receipts were rapidly growing 
from the resulting export of ships, munitions and raw materials. It was 
only the effects of the Hyde Park Agreement which prevented the mer-
chandise deficit from expanding even further in 1942 and later. The 
sale of ships and munitions arising out of the agreement, and later the 
augmented requirements following the United States entry into the war 
led to sharp increases in Canadian receipts from exports. The increases 
in receipts from exports on United States account in 1942 and 1943 were 
greater than the expansion in imports during these years with the result 
that the merchandise deficit was reduced to $205 million in 1942 and $87 
million in 1943 and actually transformed in 1944 into an unprecedented 
surplus from exports amounting to $331 million. This surplus was a 
very temporary phenomenon, however, being the combination of large 
non-recurrent receipts from munitions of over $300 million in U.S. dollars 
and from grain of close to $300 million. The latter source of receipts 
reached its peak in 1944 with the combination of abnormal American 
demands for grain for use as feed and industrial materials. In 1945 even 
though receipts from munitions and grain were of the order of $200 
million and $100 million respectively, and although imports showed their 
first decline, the surplus from merchandise trade was reduced to $15 
million. But shortly after the end of the war a large merchandise deficit 
again developed in Canadian trade with the United States as exports 
declined and imports rose. The surpluses in 1944 and 1945 were tem-
porary wartime developments rising out of the coincidence of abnormal 
receipts from munitions and grain combined with exceedingly heavy 
American demands for other types of commodities normally entering into 
Canadian trade with the United States, and limitations upon supplies in 
the United States and upon Canadian civilian purchases in that country. 

Wartime increases in the value of imports from the United States 
were widely distributed among different commodities. By 1943 the value 
of each broad group of commodities was at least double the 1939 level 
with the exception of the smaller groups of commodities, animal products 
and wood products, for which war demands were relatively small. The 
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increases were due to price increases, including the depreciated exchange 
value of the Canadian dollar, as well as to increases in volume. The 
greatest proportionate increase in the value of imports occurred in metal 
products and changes in the composition of commodities in this group 
have been very great. Materials and components required in war pro-
duction not only generally made up the increases but also displaced 
civilian commodities formerly imported. Then too, the United States 
became the principal source of supply for many commodities formerly 
imported by Canada from overseas, cotton textiles being one of the best 
examples of this. Increased civilian consumption of some consumers 
goods like fruits and vegetables were another factor in expanding 
imports, although many luxury types of products were excluded by the 
War Exchange Conservation Act in 1940, in order to conserve U.S. dollars 
for more essential war imports. During the six wartime years from 1940 
to 1945 Canadian purchases of commodities in the United States totalled 
$6,271 million. 

STATEMENT 3. SUMMARY OF CURRENT TRANSACTIONS BETWEEN CANADA AND 
THE UNITED STATES, 1940-1945 

(Millions of Dollars) 

Merchandise Imports (adjusted) ............................ 	6271 
Merchandise Exports (adjusted) ............................ 5.703 

Deficit on Merchandise Account ........................ -568 

Interest and Dividends .................................... -1,027 
Freight and Shipping ..................................... 	—420 
Miscellaneous Current Transacions ......................... 	—64 
Net Exports of Non-Monetary Gold ... ....................... 	+939 
Tourist and Travel Expenditures ... ........................ . +398 

Total Deficit on Current Account ....................... -742 

While it is impossible to analyse clearly all imports according to 
their use in war or civilian purposes the analysis by groups of imports is 
suggestive of the extent to which special wartime needs contributed to 
the expansion in imports. A major part of the total of imports is made 
up of commodities falling in groups mainly employed for war purposes. 
Imports of metal products including military equipment and imports of 
chemicals and products had a total value of $3,810 million. Since 
Canadian production of durable goods for civilian purposes was sharply 
curtailed early in the war and eliminated in the case of many products the 
major demand for imports in this group arose from wartime purposes. 
Likewise a large part of the imports of non-metallic minerals totalling 
$1,152 million can be attributed to war purposes since the biggest con-
stituents of the group are coal and petroleum, a large part of the demand 
for which was directly related to war requirements. The remaining group 
of commodities made up of types mainly used for civilian purposes totalled 
$1,357 million or only 21% of the total imports purchased. But a wartime 
demand existed even in this group of commodities particularly in the 
textile and fibre group. Thus although an accurate division of imports 
between civilian and war purposes can not be readily made because of 
the diverse uses of some industrial materials and fuels, the predominant 
wartime character of Canadian imports from the United States is readily 
apparent. 
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Canadian imports from all countries during the war years fluctuated 
irregularly in relation to national income. Generally the ratio of imports 
to net national income at factor cost increased during the early part of 
the war and declined in the last two years. 

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

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

The greatest expansion in Canadian exports to the United States 
occurred in commodities affected by special wartime demands like 
munitions, ships and grains, which became prominent in 1942 and there-
after in the case of ships and munitions, and between 1942 and 1945 in the 
case of grain. Of total receipts from exports (excluding gold) of $5,703 
million, munitions, ships and other war supplies sold by War Supplies 
Limited accounted for $1,187 million, and sales of grain $658 million, as 
shown in Statement 4. Sales of grain to the United States in 1940 were 
only about $12 million while in 1943 the sharply swollen demand increased 
these to a Canadian dollar equivalent of approximately $167 million, with 
further expansion to around $337 million in 1944. The decline from this 
peak was rapid, sales of grain in 1945 declining to approximately $100 
million. Receipts from war supplies and grain accounted for almost one-
third of the total receipts from exports to the United States in the six years. 
The abnormal war element in other exports to the United States is less 
readily identified, apart from exports of non-ferrous metals. Exports of 
aluminum, considerably exceeding $200 million, were a wartime develop-
ment. Heavier exports of nickel and exports of other non-ferrous metals 
which had been established trades before the war also are related to 
special wartime requirements in the United States. Demand for many 
other Canadian commodities normally entering into trade with the United 

46 



States was likewise stimulated by wartime situations as well as by increased 
American civilian consumption. There were larger exports of Canadian 
wood pulp and newsprint originating from a greater reliance upon Can-
adian sources of supply. Other commodities increased mainly from larger 
American civilian consumption as in the case of fish and other foods. 
Substantial increases occurred in exports of many groups of commodities 
entering civilian consumption. Miscellaneous agricultural products, ani-
mal products, wood products and non-metallic minerals all increased. 
Higher prices arising from the premium on U.S. dollars and from wartime 
price increases, as well as larger volume, contributed to the growth in 
the value of exports of most of these commodities. But many of these 
commodities were in short supply and exports could not have been ex-
panded indefinitely even if export demands had been greater because of 
limitations upon Canadian productive capacity. It is clear that American 
wartime needs for commodities normally purchased in Canada was much 
less than Canadian requirements for United States commodities. It was 
only because of large abnormal special receipts from the sale of war 
supplies and grain that the balance of commodity imports was held down 
to $568 million during the wartime period as a whole. 

STATEMENT 4. ANALYSIS OF RECEIPTS FROM EXPORTS FROM CANADA ON UNITED 
STATES ACCOUNT, 1940-1945 
(Millions of Canadian Dollars) 

Munitions, Ships and other War Supplies Sold by War Supplies 
Ltd ................................................. 1,187 

Grain ................................................... 658 
Other Agricultural Products ............................... 295 
Animal Products ......................................... 455 
Newsprint ............................................... 789 
Woodpulp ............................................... 428 
Other Wood Products ..................................... 505 
Non-ferrous Metals (N.O.P.) ............................... 750 

	

Other Cormnodities (') ..................................... 	 636 

	

Total Receipts from Exports (Excluding Gold) ............ 	5703 
Net Exports of Non-Monetary Gold (5)939 

() Including exports of foreign produce. 
(') While the gold produced was not all sold to the United States, it represents 

an asset potentially convertible into U.S. dollars. 

The total current account deficit with the United States during the 
six wartime years amounted to $742 million, as shown in Statement 3. 
This was greater than the deficit on merchandise account of $568 million 
which has already been discussed, all the other current transactions 
entering into Canada's accounts with the United States being also con-
tributors on balance to the current account deficit. 

Non-monetary gold and tourist and travel expenditures contributed 
surpluses, while interest and dividend payments, payments for freight 
and other transportation and payments for miscellaneous services 
exceeded receipts. Total credits from non.monetary gold exports amount-
ed to $939 million. This represents the value of the gold produced during 
the period even though some of it was not actually exported and sold in the 
United States. Being the equivalent of convertible exchange, gold pro-
duction can be regarded as a source of current credits in Canada's United 
States dollar accounts. 
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The other source of receipts, tourist and travel expenditures, which 
show a surplus of receipts of $398 million during the period, was subject 
to control during part of the period. Because of a growing scarcity of 
U.S. dollars in 1940 restrictions were introduced during the summer by 
the government upon pleasure travel involving expenditures of U.S. 
dollars. By the introduction of these restrictions which were not modified 
until May, 1944 and 1945, Canadian travel expenditures in the United 
States were greatly reduced since Canadian pleasure travel in that country 
was virtually eliminated, travel being limited to essential purposes such 
as business and health. Canadian expenditures in the United States for 
travel declined from $67 million in 1939 to $18 million in 1941. Although 
there were moderate increases in 1942 and 1943, the total expenditures 
by Canadians did not approach the prewar level until 1944 when the 
restrictions were lifted to the extent of permitting a limited amount of 
travel expenditures. A further relaxation in the restrictions in May, 1945, 
permitted expenditures on pleasure travel for any reasonable amount and 
Canadian expenditures in that year rose to $81 million. Travel between 
Canada and the United States in both directions was also greatly affected 
by other wartime developments. The expenditures of Americans in 
Canada on travel declined sharply in 1940 following the introduction in 
the United States of passport requirements for re.entry of persons return-
ing to the United States from a trip in Canada. Although there was some 
recovery in the traffic in 1941 it fell off in 1942 following the introduction 
of gasoline rationing and the limitations upon automobile travel imposed 
by tire shortages and other wartime developments. American expendi-
tures in Canada only recovered moderately in 1943 and 1944, but, in 
1945 there was a sharp increase particularly after the end of gasoline 
rationing in the United States following the termination of the war with 
Japan. Total American tourist expenditures in Canada in 1945 of $163 
million exceeded the immediate pre-war level. The Canadian controls 
on travel expenditures in the United States had the effect of moderating the 
decline in net revenues which would otherwise have resulted from the 
sharp falling off in American pleasure travel to Canada. The average 
annual net revenue on tourist account during the six years was only 
moderately less than during the immediate pre-war years, although gross 
receipts and payments on travel account were both substantially less. 

The largest consistent source of net debits on current account arose 
from interest and dividend payments on American investments in Canada. 
During the six years, payments of interest and dividends exceeded receipts 
by Canada of interest and dividends on investments in United States by 
$1,027 million. This represents smaller annual net payments than in the 
years before the war. Some of the reduction can be attributed to appre-
ciable increases in Canadian receipts of interest and dividends from 
American securities. Receipts of dividends on direct investments by 
Canadian companies operating in the United States were greater than 
before the war and there were increases in the dividends paid by American 
public companies on shares held by Canadian investors. Dividends 
were received on some stocks during the war which had not been paying 
dividends during the depression and the rates of other dividend payments 
were increased. Another contributing factor to the reduction in the 
net payments arose from the reduced dividends paid by Canadian cor-
porations to non-resident investors. Dividends paid by some groups of 
companies, notably gold mines, tended to decline as the war progressed. 
Other groups of companies, particularly the Canadian subsidiaries of 
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United States parent companies, made smaller dividend disbursements, 
although earnings were not reduced. These companies in the aggregate 
re-invested large amounts of their earnings in Canada. The total undis-
fributed profits of branches and subsidiaries of United States companies in 
Canada amounted to some hundreds of millions of dollars during the six 
year period. Another factor reducing the amount of dividends remitted 
was the increase to 157c  in the non-resident withholding tax on dividends 
paid by public companies in 1941. Offsetting some of the decline in net 
dividends received by United States investors was the effect of the premium 
on U.S. dollars which principally increased the Canadian dollar cost of 
interest payments to non-residents. In addition to the premium on interest 
payable in U.S. dollars there were the additional interest payments arising 
out of the increased American holdings of Canadian bonds and debentures 
during the later years of the war. 

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

All other current transactions besides those already described 
resulted in net payments by Canada of $72 million. Besides including 
a great variety of normal commercial and financial services this group of 
transactions embraces some particularly large wartime payments which 
do not fall in the other groups of classified transactions. An example 
of particularly large wartime items affecting the totals is the expenditure 
of the United States government in Canada on the Alaska highway, air 
fields, Canol, telephone lines and other defence activities. Cash 
expenditures in connection with these activities appear as credits in the 
"Other Transactions". Although the exact amount is difficult to isolate these 
transactions are believed to have exceeded several hundred million dollars 
during the period from 1942 to 1945. The largest unusual payments by 
Canada included in other current transactions were the special payments 
of $280 million to the United States Treasury in 1944 covering payments 
for air fields and telephone lines constructed by the United States in 
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Canada and other war expenditures. Among the more normal current 
transactions which have been consolidated into this group of transactions 
are personal and immigrant remittances, religious and benevolent 
remittances, motion picture and other royalties, earnings of Canadian 
residents employed in the United States and United States residents 
employed in Canada, commercial, financial, professional and technical 
services and other miscellaneous services. The item also includes 
miscellaneous remittances of income such as interest on mortgages and 
loans, rents and income from estates and trusts, etc. 

The wartime changes in Canada's capital position in relation to the 
United States dollar area have been largely offsetting in effect, although 
the various elements in the position have been quite materially altered. 
Because of the accumulation of receipts of U.S. dollars in the latter years 
of the war there was a very substantial growth in Canada's holdings of 
gold and U.S. dollars in the wartime period. Between 1940 and 1945 
this increase amounted to $1,214 million in terms of Canadian dollars. 
But offsetting this sharp increase in liquid reserves was a considerable 
reduction in Canadian holdings of United States and other foreign securities 
and other assets in the U.S. dollar area together with a substantial increase 
in United States holdings of Canadian securities. During this period the 
latter holdings increased by some $500 million. There were also other 
increases in American investments in Canada mainly arising out of the 
reinvestment of earnings of the branches and subsidiaries of United States 
companies in Canada. As the total amount of these increases in liabilities 
to the United States and reductions in holdings of American securities 
and other long term assets were of comparable magnitude to the increase 
in Canada's liquid reserves, the over-all position change vis-a-vis the U.S. 
dollar area was not relatively large. 

STATEMENT 5. SUMMARY OF CURRENT AND CAPITAL TRANSACTIONS BETWEEN 
CANADA AND NON-STERLING COUNTRIES, 1940.1945 

(Millions of Canadian Dollars) 

Current Account Deficit with United States .................. -742 
Current Account Surplus with Other Foreign Countries ....... . + 623 

Current Deficit with all Foreign Countries ............... -119 
Mutual Aid and Official Contributions Included Above ........ -341 

Net Current Deficit excluding Official Contributions .......... -464 
Export Credits and Interim Advances ....................... -105 
Net Retirements of Canadian Securities ...................... -421 
Net Sales of Outstanding Canadian Securities ................ +926 
Net Sales of Outstanding U.S. and Foreign Securities .......... +252 
Other Capital Movements and Currency Adjustments ......... +535 
Net Increase in Liquid Reserves ............................ -1,214 
Receipts of Convertible Exchange from United Kingdom ....... +502 
Balancing Item ........................................... -15 

+464 

The inflows of capital from the United States became heavy in the 
period from 1942 on. The major part of the inflow was for the purchase 
of outstanding Canadian bonds. Demand was heavy in this period for 
most types of Canadian bonds payable in United States dollars, particularly 
Canadian National Railway issues guaranteed by the Canadian Govern-
ment. Demand for Canadian domestic issues payable solely in Canadian 
funds also became heavy towards the close of the war. There were also 
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a number of new Canadian issues sold in the United States refinancing 
issues of Canadian securities held there. Offsetting some of the capital 
inflows from the sale of outstanding Canadian securities were the redemp-
tions of Canadian issues held in the United States. These were substantial 
in the later years of the war and several Dominion and Canadian National 
Railway issues payable in United States currency were called for redemp-
tion in advance of maturity. There were also capital inflows in connection 
with the establishment or development of United States direct investments 
in Canada which were heaviest towards the close of the wartime period. 

Transactions with Other Foreign Countries 
Transactions with foreign countries other than the United States 

resulted in a surplus of exports of goods and services during the wartime 
period. Most of this occurred in 1944 and 1945 following the liberation 
of Europe. The major part of the surplus however, $341 million, was 
financed by Canadian Mutual Aid and other Canadian aid including the 
contributions to UNRRA, military relief, and the special shipments of 
wheat to Greece. Another substantial part, $105 million, was financed 
by export credits from the Canadian Government in 1945. The remaining 
current surplus which was chiefly settled in United States dollars only 
totalled $177 million during the six-year period. This compares with a 
current surplus with other foreign countries of $78 million in 1938. The 
decline during the war of course can be chiefly attributed to the wartime 
interruption to commercial trade with the countries of continental Europe. 
Normally Canada has a substantial current surplus with this area. The 
major part of the export surplus with the area which did return at the end 
of the war was financed by export credits or official contributions. 
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V. THE EARLY POSTWAR PERIOD 
The early postwar period is characterized by abnormalities both in the 

international background and in the size and strength of Canadian demands 
accompanying a period of unprecedented prosperity. The large current 
surplus in the Canadian balance of payments which was present in both 
1945 and 1946 rapidly receded in 1947 as the effects of Canadian prosperity 
and improving supplies of commodities abroad showed themselves in a 
sharp increase in Canada's expenditures abroad at a time when Canada's 
receipts from exports of goods and services were limited by available 
capacity. The net current account balance which had been greatly 
reduced in 1947 to $47 million was restored in 1948 to $453 million. In 
part this was due to the introduction of various government measures 
restricting expenditures abroad and encouraging exports. 

The international background influenced the Canadian balance of 
payments largely through the weakened international financial position 
of British and European countries. Accompanying this position has been 
the continuation of exchange inconvertibility except for the short period 
in 1947 when sterling was temporarily convertible. There has also been 
the need for special assistance in financing the predominating demands 
for the commodities required by overseas nations for rehabilitation which 
could usually only be obtained in North America by these countries. The 
early Canadian postwar programme of assistance to overseas nations was 
greater than that of any other nation on a per capita basis. The postwar 
loans to the United Kingdom and other overseas countries aggregated 
more than $1,800 million. In extending this assistance the Canadian 
Government had the objective of making it possible for overseas nations 
which had been traditional markets for Canadian exports to continue 
buying in Canada. But Canadian financial assistance to overseas 
countries through loans and export credits and other contributions had 
the effect of reducing Canada's own capacity to cover Canadian external 
purchases which were concentrated in the United States. As there was 
less current income in convertible exchange available because of the 
loans, Canada was only able to meet current expenditures in the United 
States in 1946 and 1947 by drawing heavily upon the official liquid 
reserves. 

The changes in the international financial position of the overseas 
countries resulted from dislocations arising out of the war and various other 
adverse postwar developments. Besides the direct effects of the physical 
destruction of the war there were indirect financial and economic effects 
showing themselves in many ways. The countries which had been 
belligerents in the war in particular experienced swollen deficits on cur-
rent account in the postwar period due to their abnormal needs for com-
modities which could often only be obtained in North America, coming 
at a time when their sources of income were reduced from their prewar 
levels. The demands for commodities were exceptionally heavy because 
of the effects of wartime destruction and added to these were accumula-
tions of demands which had been unsatisfied during the wartime period. 
At the same time the ability of European countries to export was limited by 
war damage and other dislocations. Furthermore their external income 
from other sources had been greatly reduced by the effects of the war. 
Among these reductions were declines in income from foreign investments 
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and colonial areas, from shipping earnings, travel receipts, and banking 
and other services. Further adding to their financial difficulties were 
price increases, and adverse trends in the terms of trade of some nations. 

The process of rehabilitation in Europe and Asia has been slow, and 
retarded further by the effects of the severe winter and crop failures of 
1947. Even though substantial financial assistance was provided by the 
North American countries in that year a serious exchange situation 
developed with the acute world-wide shortage of United States exchange. 
This led to the widespread introduction or intensification by most countries 
of the world of measures restricting expenditures of foreign exchange, 
particularly United States dollars. The potentially destructive effects of 
measures of this kind upon economic activity were prevented from 
becoming more widespread by the assistance provided by the United 
States through the European Recovery Programme introduced in 1948. 

The Canadian balance of payments has reflected these changes in the 
position of overseas countries as well as the effects of postwar recovery 
in Canada and the United States and the high level of economic activity 
which has characterized the early postwar years. Canada's external 
demands did not show their full force in 1945 and 1946 as reconversion 
was still under way. While there was a very great accumulation of 
demands in, Canada, and sufficient income and savings to make these 
effective, they did not become fully effective in these early years because of 
prevailing shortages. Supplies of commodities in the United States were 
insufficient to meet all of the demands for them existing in the United 
States itself as well as in Canada and other countries. But as reconversion 
progressed in the United States and more supplies became available the 
Canadian demands became more effective and Canadian expenditures on 
goods and services in the United States rose rapidly in the latter months of 
1946 and attained an unprecedented size in 1947. Further strengthening 
the Canadian demands was the investment boom which was rapidly 
accelerating. The level of gross home investment in plants, equipment, 
and housing in Canada was higher in 1947 and 1948 than ever before. 
This dynamic stimulus to economic activity in itself led to higher incomes 
and greater imports through its effects upon Canada's prosperity and in 
addition there was the high United States dollar content in expenditures of 
this kind. In addition the decontrol of prices in the United States in 1946 
increased the total cost of Canada's purchases there very materially. 

While Canadian expenditures abroad were rising sharply as import 
demands became heavier, as the investment boom advanced, and as 
supplies of commodities in the United States and elsewhere increased, 
there were limiting factors tending to retard the increase in Canadian 
receipts. Chief among these were the limits to Canadian production 
imposed by available productive capacity and labour forces and by sub-
normal agricultural crops in 1947 and power shortages in 1948. The 
retarding effects of reconversion were passed quickly but exports in 1947 
were of the same general volume as in 1946 although the composition 
underwent some change. Likewise only relatively minor changes in 
general volume occurred in 1948 although important changes occurred in 
the composition and destinations of exports. The rise in receipts from 
exports which took place in each year was due more to increases in prices 
than to large general increases in production. 
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STATEMENT 6—SUMMARY OF CURRENT AND CAPITAL 
TRANSACTIONS BETWEEN CANADA AND ALL OTHER COUNTRIES, 

1945 - 1948 
(Millions of Dollars) 

- 1945 1946 1947 19480 

Current Account- 
Gross Current Receipts ............... 4.456 3,365 3,746 4,139 
Gross Current Payments .............. 2,910 2,905 3,661 3,667 

Current Account Balance ............. +1,546 +460 +85 +472 

Current Deficit with U.S.A ........... —607 —1,135 —401 
Current 	Surplus 	with 	Overseas 

Countries ....................... 
Official Contributions to Overseas 

+1,510 

. 

+1,067 +1,220 +873 

Countries....................... -858 —97 —38 —19 

Net Balance on Current Account ....... 
(Excluding Official Contributions) 

+363 +47 +453 

Capital Account- 

.. 

.. 

-105 

.. 

—750 —563 —126 Net Postwar Loans by Canada (2) ..........
Repayments by U.K. on 1942 Loan 

..+688 

.+36 

+64 +89 +104 +64 
Financial Settlement with U.K .......... 

.. 

+150 - - 

Interim Advances to British Countries —2.09 

.. 

- 112 - - 

Gold Contribution to International Mone. 

.- 

tary Fund ...................... 	... 
All Other Capital Movements (net) (3). .. 
Net Change in Official Liquid Reserves 

- 

+229 
—1 

+10 
—74 

—257 
- 

+105 

Decrease (+) ...................... 251 743 
Increase (—) ...................... 667 

.. 

— - 496 .. 

—688 —363 —47 —453 

Subject to revision. 
Excluding interim advances to British Countries. 
Including small balancing items of errors and omissions. 

The fluctuations in the Canadian current account surplus within short 
periods in the postwar years have been exceedingly large with very direct 
effects upon the size of the official liquid reserves. While the fluctuations 
in the current balance are large both absolutely and proportionately they 
are relatively small in relation to the size of total gross current receipts and 
current payments. As total receipts and payments have been both 
exceptionally high in recent years it only takes a relatively moderate 
fluctuation in either of the totals of receipts or payments to affect the current 
balance substantially. Consequently there have been wide rapid swings 
in the current account surplus, and the international financial position of 
the country has been directly affected through the rapid changes in official 
reserves. The surplus from current transactions with all countries was 
$460 million in 1946, including exports financed by Canadian official 
contributions of $97 million. But the current account surplus declined 
in 1947 to $85 million or a net balance of $47 million after deducting 
official contributions of $38 million. The rapid improvement which took 
place in 1948 resulted in a net current balance of $453 million as a result 
of an increase in current receipts, there being only a slight change in 
current expenditures. 
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Along with the wide swings inthe current account surplus have been 
large changes in the different types of bilateral disequilibrium in Canada's 
accounts with the United States and with the United Kingdom and other 
overseas countries. These changes have a special financial significance 
because of the different financial backgrounds affecting transactions with 
these areas. Large parts of the current surplus with the United Kingdom 
and other overseas countries were financed by loans and export credits 
from the Canadian Government, particularly in 1946 and 1947, while the 
current deficit with the United States led to the use of official reserves in 
the same years as receipts of convertible exchange from overseas countries 
were insufficient to cover current deficits with the United States. 

The current surplus with overseas countries including official con-
tributions was $1,067 million in 1946 and $1,220 million in 1947 but 
export credits and loans from the Canadian Government financed $750 
million in 1946 and $563 million in 1947 and official contributions $97 
million and $38 million respectively. In 1948 the current surplus with 
overseas countries was reduced to $873 million as exports declined and 
imports rose. At the same time a larger proportion of the current surplus 
with overseas countries was settled by transfers of convertible exchange 
as export credits and loans from the Canadian Government totalling $126 
million were much less in 1948 than in the two earlier years as shown in 
Statement 6. 

The current deficit of $607 million with the United States in 1946 
was higher than ever before. But the growth in expenditures in the United 
States in 1947 increased the deficit to a new peak of $1,135 million. 
Another rapid transformation occurred in 1948 when, as a result of 
reduced expenditures and increased receipts, the deficit declined to $401 
million, or much less than half the 1947 record. 

These changes in the bilateral disequilibrium of the Canadian balance 
of payments and in the amounts of exports to overseas countries financed 
by loans and contributions from the Canadian Government have had the 
most important direct effects upon the size of Canada's liquid reserves in 
the postwar years. Other capital movements have also had significant 
effects upon the size of the official reserves. While private capital move-
ments in 1946 were predominantly inward and contributed United States 
dollars in that year, there were capital outflows in 1947 mainly connected 
with redemptions of Canadian securities. Furthermore in that year there 
was the Canadian subscription in gold to the International Monetary Fund 
which also resulted in the use of reserves for capital purposes. Capital 
inflows from official transactions which contributed to the reserves were 
heaviest in 1946 due to settlements by the United Kingdom, and important 
again in 1948 when the Canadian Government sold $150 million of bonds 
to a group of insurance companies in the United States. 

The wide variations in the size of the current account surplus with all 
countries in the postwar years have been chiefly due to the fluctuations 
in the value of merchandise exports and imports. The balance of com-
modity exports in 1946 and 1947 was larger than the current account 
surplus as in both years all other current transactions resulted in sub-
stantial net debits. Again in 1948 the chief change was in the balance 
on commodity account but all other current transactions yielded a surplus 
in contrast to the two preceding years. This latter change was due mainly 
to a substantial reduction in expenditures on travel by Canadians abroad 
combined with favourable trends in various other items. 
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STATEMENT 7—POSTWAR LOANS AND ADVANCES TO OTHER 
COUNTRIES BY THE CANADIAN GOVERNMENT, 1945 TO 1948 

(In Millions of Canadian Dollars) 

Export 	Net Amounts Drawn (') 
Credit Loans 
Authorized 1 1945  I 1946  1 1947 1 1948 (2) 

A. Export Credits- 
France ..................... 242.5 34-9 108.9 54.6 35-4 
Netherlands ................. 125-0 29.8 34.2 40.6 8.4 
Belgium .................... 100-0 22.5 301 12-3 +1.1 
China ...................... 600 - 16.5 16.1 18-4 
Norway ..................... 

.. 

.. 

30-0 6-2 10.2 3-6 3-3 
Czechoslovakia .............. 

.. 

19.0 0.7 3.2 8.2 4-3 
Netherlands Indies ........... 15.0 

.. 

0-6 4.8 4-6 5-0 
U.S.S.R ..................... 

.. 

3-0 
.. 

.. 

9-9 1.8 - - 

Total—Foreign Countries 	

.. 

594.5 1 	104.6 1 	209-7 140.0 73-7 

B. Loan to United Kingdom.... 	1,250-0 1 	- 	 423-0 I 	52-0 

(1) Net amounts drawn include interim advances as well as drawings on Export Credit 
loans less repayments of interim advances and loans. All advances had been repaid by 
December 31, 1947, with the exception of $8-8 million to the U.S.S.R. Accrued interest 
settled by funding has been excluded, estimated at $19.5 million by the end of 1948. 

(2) Subject to revision. 

The improvement of $496 million in the official reserves in 1948 in 
comparison with the reduction of $743 million in 1947 resulted from the 
increase in the current account surplus, the reduced amount of Canaçlian 
exports financed by loans and export credits from the Canadian Govern-
ment, and from the changes in other capital movements as shown in State-
ment 6. The favourable developments in the current account were 
concentrated in the current account with the United States where a 
reduction of $734 million in the current deficit occurred. Canadian trans-
actions with overseas countries, on the other hand, resulted in a smaller 
current surplus in 1948 than in the preceding year both in the case of the 
account with the United Kingdom and with other countries receiving aid 
from the Economic Co-operation Administration. The reduced current 
surplus with the "E.C.A." group of countries resulted from lower Canadian 
exports and some increases in imports, particularly imports from the 
United Kingdom. This reduction in Canadian exports overseas occurred 
as European countries found it necessary to reduce purchases in Canada 
even though the introduction of the European Recovery Program did much 
to sustain effective overseas demands. In addition there was an even 
sharper decline in the Canadian current surplus with other countries 
of the sterling area whose financial position is closely related to that of the 
United Kingdom. This surplus declined from the record peak of $241 
million in 1947 to around $129 million in 1948. But less of the credit 
balance with overseas countries was financed by loans and export credits 
from the Canadian Government and the reduced export balance with 
overseas countries contributed appreciably more convertible exchange 
in 1948 than had been the case in 1947. 

56 



The decline in the amount of drawings on loans and export credits 
to finance exports has already been referred to. These were reduced from 
$563 million in 1947 to $126 million in 1948. Changes in other capital 
movements during 1948 also contributed to the improvement in the 
official position. Prominent among these changes was the reduction in 
redemptions of Canadian securities owned abroad; in 1947 these redemp-
lions, including heavy calls of securities, had amounted to $362 million, 
of which only $87 million was financed abroad, the balance being 
refunded in Canada. In 1948, in contrast, the borrowing by the Canadian 
Government in the United States through the sale of a new issue of bonds 
of $150 million to a group of United States insurance companies was 
greater than the total of issues retired in that year. There was conse-
quently an accretion in the official reserves from capital movements 
between Canada and the United States in 1948. 

STATEMENT 8—CANADA'S HOLDINGS OF GOLD AND U.S. 
DOLLARS (1) 

(In millions of U.S. Dollars) 

Gold Dollars (2) Total 

218.0 1862 404-2 
136.5 1956 332-I 

Dec. 31, 	1939 ............................... . 

Dec. 	31, 	1940 ............................... . 

135.9 51-7 187-6 Dec. 	31, 	1941 ................................ . 

Dec.31,1942 .............................. 154.9 163-6 318-5 
224.4 425-2 649-6 

Dec.31,1944 .............................. 6083 902.2 
Dec. 	31, 	1945 .............................. 353.9 

.. 

1,154-1 1,5080 

Dec. 	31, 	1943 ............................... 

Dec. 31, 	1946 .............................. 536.0 708.9 1,244.9 

.293.9 

286.6 215.1 5017 Dec. 	31, 	1947 ............................... 

Dec.31,1948 .............................. .401.3 596•5 9978 

(') Exclusive of working balances and gold held against Postal Savings Bank deposits, 
but including private balances of 98 in 1939 and 2 in 1940. 

(2) Includes United States exchange and short.term securities of the United States 
Government. 

EMERGENCY EXCHANGE CONSERVATION PROGRAM 
The loss of official reserves during 1947 made it necessary for the 

Canadian Government to adopt special measures to improve Canada's 
exchange position. The series of measures introduced in November 
1947 were designed both to reduce the expenditure of United States dollars 
and to provide for increased receipts of dollars. The most extensive 
measures were the restrictions upon imports. These were of a non-
discriminatory character and took the form of prohibiting imports of a 
variety of consumer goods and certain other articles and the reduction of 
the volume of imports of a variety of other commodities which were placed 
under quota. The quota system had the effect of reducing imports from 
the group of scheduled countries which includes the United States and 
certain other countries not known to be short of U.S. dollars, and of per-
mitting increases in imports of the same commodities under quota from 
non-scheduled countries. At the same time it was announced that other 
imposts, mainly machinery and capital goods, were to be dealt with on a 

57 



selective basis. Another measure was the application of special excise 
taxes on certain consumer durable goods which have a substantial U.S. 
dollar content. The restoration of restrictions upon pleasure travel 
involving expenditures of U.S. dollars was another means adopted for 
reducing expenditures. 

Potential sources of new receipts of U.S. dollars were introduced by 
tariff reductions negotiated at the Geneva meetings of the Conference on 
Trade and Employment, with more favourable entry into United States 
markets being obtained for many Canadian commodities, both primary 
and secondary. Other special government efforts are also to be directed 
towards expanding and diverting Canadian exports to the United States 
and other dollar countries. At the same time, the government provided 
special assistance to the production of gold. Finally, arrangements for 
a credit to the Canadian Government of $300 million from the Export. 
Import Bank of Washington, to be available during 1948, were announced 
at the same time as another source of U.S. dollars to supplement the 
remaining official reserves. 

In the first half of 1948 there were drawings of $140 million on the 
credit from the Export-Import Bank. But with the improvement which 
took place in Canada's exchange position it was possible to terminate this 
credit. The amounts drawn were repaid by the Canadian Government 
in August with the proceeds from the sale of a new issue of Canadian bonds 
of $150 million U.S. to a group of insurance companies in the United 
States. 

As a result of the improvements during 1948 relaxations in restric-
tions upon Canadian expenditures were also possible. Towards the end 
of the year some of the restrictions upon imports of fresh fruits and veget-
ables were removed or altered and this was followed by the announcement 
late in the year of another group of relaxations to be effective at the 
beginning of 1949. Import restrictions were removed on many foodstuffs 
and some manufactured goods. Also included in the relaxations was the 
removal of prohibitions on imports of personal purchases by returning 
travellers although the ration on pleasure travel remained. Earlier in 
1948 the special excise taxes on certain consumer durable goods had been 
altered. 

TRANSACTIONS WITH THE STERLING AREA 
The extraordinarily large balance of exports of goods and services 

to British countries which characterized the balance of payments between 
Canada and the sterling area during the war continued in the early post-
war years although on a reduced scale. In 1946 this credit balance of 
$669 million was about four times the size of the balance in 1938 but 
approximately half the size of the balance during the peak years of 1942 
and 1943. In 1947 a further growth in the balance to $874 million 
occurred but in 1948 a contraction occurred, the balance being reduced 
to $617 million. This credit balance continues to arise chiefly from the 
predominant movement of commodities to the United Kingdom and 
other countries although other current transactions also add appreciably to 
the total. During the postwar years Canadian exports to the United 
Kingdom have been predominantly food and raw materials sold under 
official contracts with the British Government. While most of the corn-
modity exports to the United Kingdom in this period had also been sold 
in that market before the war British requirements in recent years have 
been greater than before the war for such important staples as wheat, 
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flour, bacon, cheese, wood pulp, veneers and plywoods, and aluminum. 
Other commodities which formerly had been relatively small were im-
portant components of Canadian exports, like eggs during this period and 
beef during 1946 and 1947. Other materials, of which examples are 
lumber and base metals, like copper, nickel, lead, and zinc, were shipped 
in large amounts to Britain although in some periods in less volume than 
before the war. Exports of some other commodities like certain manu-
factured goods were, with a few exceptions, generally small although 
British quotas provided for some token shipments. The value of Can-
adian exports to the United Kingdom reached a postwar peak in 1947 but 
in 1948 was slightly less than in 1947. The volume of Canadian exports 
was reduced appreciably with reductions in quantities purchased in 
some cases and the elimination of some commodities from purchases. 

STATEMENT 9—SUMMARY OF CURRENT AND CAPITAL 
TRANSACTIONS BETWEEN CANADA AND THE STERLING AREA, 

1938, AND 1946.1948 
(Millions of Dollars) 

- 19380 1946 1947 1948(i) 

Current Account- 
Gross Current Receipts ............... 
Gross Current Payments .............. 

508 
337 

1,149 
480 

1,382 
508 

1,258 
641 

Current Account Balance ............. +171 +669 +874 +617 

Current surplus with United Kingdom +127 +500 +633 +488 
Current surplus with Other Sterling 

Area(') ........................ +44 

.. 

+169 +241 +129 
Mutual 	Aid ........................ - 

.. 

.. 

—5 - - 

cluding Mutual Aid) ................ +171 

.. 

.. 

+664 +874 +617 

Capital Account- 
Postwar Loan to United Kingdom - —540 —423 —52 

Net Balance on Current Account (Ex- 

Repayments by U.K. on War Loan 
British Financial Settlement and Interim 

.. 

- +89 +104 +64 

Advances 	(net) .................... ..- +38 - 

-33 —131 —50 —18 Repatriations of Securities ...............
Other Capital Movements ............. ..-26 +29 —7 —18 

Net Capital Movements ................ -59 —515 —376 —24 
Sales of Gold or Convertible Exchange _112(2) —150 —505 —597 
Balancing Item ....................... - 

.. 

+1 +7 +4 

—171 

.. 

—664 —874 —617 

(1) Includes only Commonwealth countries in 1938. 
(2) In 1938 this item indicates the net amount of exchange available for multilateral 

settlements. 
() Subject to revision. 

During the same years exports to other British countries have been 
more variable. In 1946 these were quite substantial, being greater in 
value than before the war. As import restrictions overseas were with- 
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drawn, and as Canadian supplies of manufactured goods like automobiles 
and parts increased, exports to these countries continued to rise rapidly 
and reached a peak in 1947 when the annual total was $366 million com-
pared with $105 million in 1938. Canadian manufactured products 
made up a larger part of this total than is the case with the United Kingdom, 
although food and raw materials like lumber were also an important part 
of the total. But the effects of the deterioration in the international finan-
cial position of the United Kingdom in the summer of 1947 were rapidly 
transmitted to the other countries of the sterling area. The resulting 
reintroduction or extensions of import controls in the countries of the 
sterling area on expenditures in dollar countries in the latter part of 1947 
led to sharp declines in the total of exports from Canada. In 1948 the 
total of Canadian exports to this group of countries was reduced to $293 
million. 

Canadian imports are the most important element in current expendi-
tures in the sterling area by Canada. These imports continue to be much 
smaller than the opposite movement of commodities from Canada to the 
sterling area. Imports from the United Kingdom in 1946 at $138 million 
compare with $148 million in 1937. This represents a much smaller 
volume of imports than the prewar level however as British exports were 
held down by shortages and limitations on production in the United 
Kingdom. British exports of many commodities, which before the war 
made up the large part of shipments to Canada like coal, cotton textiles 
and to a less extent woollen textiles, did not recover to the same degree as 
British exports generally. In 1947 an increase in the movement to Canada 
occurred with the reappearance of many types of British goods in Can-
adian markets. But it was not until 1948 that a major increase occurred 
when Canadian imports rose to $287 million from $182 million in 1947. 
This increase was the result of improving supplies, higher prices, and 
special opportunities for the expansion of British exports to Canada arising 
from the quotas on certain imports like textiles and automobiles introduced 
by the Canadian Government in November 1947 as part of the remedial 
measures taken at that time. These were followed early in 1948 by the 
temporary suspension of Canadian customs duties on certain textiles. 
Although a substantial increase occurred in imports of cotton textiles 
particularly, the volume of these imported in 1948 was still less than the 
prewar level and less than the export targets in the United Kingdom. 
The increase in the number of British automobiles imported in 1948 was 
also very substantial although the value only represents a relatively small 
part of the total imports. Improving supplies and higher prices of com-
modities in other parts of the sterling area have also contributed to increases 
in Canadian imports. The proportionate gain in imports from this area has 
been substantial but the aggregate volume is limjied by the types of com-
modities available for export which are mainly restricted to tropical 
agricultural products and raw materials. 

In addition to the large export surplus with the sterling area there 
were net credits from other current transactions. The non-commodity 
items with the United Kingdom only added a small amount to the current 
disequilibrium in 1946 as there continued to be appreciable Canadian 
Government expenditures in Britain in the early part of the year on account 
of the Canadian forces overseas. But in 1947 and 1948 the non-commodity 
items gave rise to appreciable net credits which in 1947 were $66 million. 
The largest contributors to these receipts were freight earnings on exports 
carried by Canadian shipping companies, the expenditures of British 
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ships in Canadian ports, and receipts for inland freight in Canada on 
exports. Payments by Canada for freight on imports on British ships 
and expenditures of Canadian ships in British ports were much less than 
Canadian receipts on freight and shipping account. Unilateral receipts 
arising out of inheritances and the unbiocking of British estates and the 
transfer of emigrants' funds were also heavy in each year. The inflow 
of emigrants' funds was particularly heavy in 1948 with the rise of British 
immigration to Canada even though there were new British restrictions 
on the withdrawal of funds by immigrants to Canada. There continued 
to be substantial payments of interest and dividends by Canada to the 
United Kingdom although these were much less than before the war as 
a result of the repatriations of Canadian securities held in the United 
Kingdom. Canadian travel expenditures in Britain increased sharply in 
1947 and 1948 following the return of some passenger liner services and 
the expansion of trans-Atlantic air travel. Other exchanges of services 
and personal remittances between the two countries were also substantial 
and gave rise to net payments by Canada in 1947 and 1948. Non-
commodity transactions between Canada and the rest of the sterling area 
are relatively small apart from substantial Canadian earnings on freight 
and shipping account. These earnings were appreciably reduced in 
1948 with the contraction in Canadian exports to this area. Canadian 
travel to countries like Bermuda and the British West Indies increased in 
1948 with improved transportation facilities and the restrictions upon 
pleasure travel in the United States dollar area. 

As shown in statement 9 the Canadian loan of $1,250 million to the 
United Kingdom has been the principal special method of financing the 
British deficiency in Canada. Drawings on this loan to the end of 1948 
totalled $1,015 million. These drawings in 1947 had been reduced as 
Canada's United States dollar position placed limitations upon the rate 
at which the loan might be drawn. Drawings in 1948 were further 
reduced, being limited to $52 million drawn in the early months of the 
year. 

The other major means of financing the deficiency has been through 
the receipt of gold or convertible exchange from the United Kingdom. 
In 1946 the financial settlement with the United Kingdom was effected by 
a sale of gold to Canada, the only receipt of this kind in that year. But in 
1947 transfers of convertible exchange negotiated by the Canadian and 
British Governments amounted to $505 million. In 1948 following the 
suspension in drawings on the postwar credit the sale of United States 
dollars by Britain to Canada was the principal means of financing the 
British deficit. This was in effect comparable to the means of financing 
the disequilibrium before the war when sterling could be freely converted 
into United States dollars. But these postwar settlements were through 
official channels in contrast to transactions on foreign exchange markets 
before the war. 

TRANSACTIONS WITH OTHER OVERSEAS COUNTRIES 
In each of the postwar years the credit balances on current account 

with other overseas countries, other than the sterling area, have been 
substantial. The balance in 1947 was $346 million compared with $78 
million in 1938 and in the three years 1946 to 1948 the credit balances 
exceeded $1,000 million. But trade with these countries did not yield 
convertible exchange of this size as large amounts of Canadas exports 

61 



were financed either by official Canadian contributions of relief or by 
export credits extended by the Canadian Government under part 2 of the 
Export Credits Insurance Act. 

During the three years 1946 to 1948 official contributions from Canada 
totalled almost $150 million. These include Canadian contributions to 
UNRPA and to post-UNRRA relief as well as smaller amounts in other forms 
of official relief. Most of this aid took the form of commodities shipped 
from Canada to destinations in Eastern and Southern Europe and to China. 
These official contributions are exclusive of shipments of relief by Can-
adian individuals and private organizations which are not included in 
the statements of the balance of payments. In the same period net loans 
and advances by the Canadian Government to foreign countries were 
$423 million, and $528 million if advances in 1945 are also included. 
Export credit loans originally authorized to foreign countries totalled 
$594.5 million in addition to the postwar loan to the United Kingdom of 
$1,250 million. A summary of the drawings of export credits is given in 
statement 7. The net amounts drawn include interim advances extended 
during the early stages of some of the loans and consequently the repay-
ments of interim advances during later periods have been deducted from 
drawings on the loans. In addition some of the exports to overseas 
countries were financed with Canadian dollars arising from private 
outflows of capital from Canada for such purposes as redemptions and 
other liquidations of non-resident assets in Canada. 

Net receipts of convertible foreign exchange from other foreign 
countries are estimated at about $393 million in the three years 1946 to 
1948. Part of this was received from the borrowing countries under the 
terms of the export credit loans. Other substantial amounts represent 
receipts of free funds from UNRRA for expenditures on Canadian com-
modities and the remainder generally arises from private export trade. 

The principal source of the net current credits with other countries 
was Canada's export trade. But receipts from these sources were supple-
mented by substantial receipts on freight and shipping account and some 
receipts of interest and dividends. Other current transactions including 
personal remittances and other private contributions were outward on 
balance. 

Most of the credit balances arose from trade with European countries. 
The credit balance with "E.R.P." countries, other than British countries 
receiving this aid, amounted to about $281 million in 1947 and a somewhat 
smaller balance in 1948 reflecting a reduction in exports to this group. 
But large parts of the trade with these countries were financed by the 
export credits referred to above. The export balances were particularly 
large with the European countries receiving export credits, viz: France, 
Netherlands, Belgium, Norway and Czechoslovakia. There were also 
current surpluses with other "E.R.P." countries, the largest being with 
Italy and Sweden. Other trade with European countries produced small 
surpluses, and trade with countries in Asia also led to a moderate balance 
of receipts of U.S. dollars. In addition appreciable amounts of exports 
to China were financed by either export credits or official contributions. 
In commodity trade with Latin America as a whole, however, there was a 
deficit giving rise to expenditures of U.S. dollars which increased sub-
stantially in 1948, there being in particular large increases in petroleum 
imports from this area. An analysis of commodity trade by countries 
is presented in Table XLVI, and a summary of transactions with 'E.1.P." 
countries appears in Statement 9A. 
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STATEMENT 9A—TRANSACTIONS BETWEEN CANADA AND THE 
UNITED KINGDOM, OTHER STERLING AREA AND OTHER 

"E.R.P." COUNTRIES-1947 AND 1948 
(Millions of Dollars) 

United Other Other "E.R.P." (') 
Kingdom Sterling Area Countries 

1947 1948(2)  1947  1948(2)  1947  1948(2) 

Current Transactions 
Exports—(adjusted) .......... .749 703 366 293 333 296 
Other Current Receipts ...... 218 220 49 42 45 55 

Total Current Receipts ....... 967 923 415 335 378 351 

lmports—(adjusted) .......... 182 287 160 192 64 75 
Other Current Payments 152 148 14 14 33 34 

Total Current Payments ...... 334 435 174 	206 97 109 . 

. 

. 

+633 +488 +241 	+129 +281 +242 

Financing of Current Surplus 
Official Contributions (Covered in trans- 

by Canadian Government - - actions shown with —7 —13 

Current Surplus ............ 

Postwar loans by the Canadian 
Government (net) .......... -423 —52 

United Kingdom) 

—116 —51 
Other Capital Movements (net) 

+54 +32 —44 —2 
Sales of Convertible Exchange 

(3) ....................... 

-505 —597 —114 —176 (net) ...................... 
—874 —617 —281 —242 

(1) Includes countries belonging to the Organization for European Economic 
Cooperation and their overseas dependent territories. Iceland, Eire, and the overseas 
dependencies of the United Kingdom are included in the other sterling area. 

(2) Subject to revision. 
(1) Including balancing item of errors and omissions. 

TRANSACTIONS WITH THE UNITED STATES 
The current account with the United States is the sector of Canada's 

accounts which reflects most diredily the effects of Canadian prosperity 
in the postwar period. The major part of Canadian demands for imports 
was for goods available only in the United States as that country has been 
the normal source of supply for many of the commodities entering into 
Canadian imports. 

The reappearance of a large deficit in Canada's current account 
with the United States in 1946 was the result of the reduction in receipts 
in that year as well as the large rise in Canadian expenditures. The 
principal decline in receipts was in the abnormal wartime sales of munitions 
and grains to the United States. As a result of these divergent trends 
the Canadian current deficit with the United States was $607 million in 
1946 compared with a small surplus of $36 million in 1945. The expansion 
in the deficit in 1947 to the peak of $1,135 million was due to the great 
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growth in Canadian expenditures in the United States at a time when 
receipts from the United States were rising only moderately. The rapid 
reduction in the size of the deficit in 1948 was again the result of divergent 
trends in receipts and expenditures. While expenditures were reduced 
by less than 10 per cent, receipts increased almost one-third over the 
level in 1947, bringing the current deficit down to $401 million. In each 
year fluctuations in commodity trade have been responsible for the major 
variations in the size of the current account balance. 

TREND IN IMPORTS 
Canadian demands during the early postwar years have been of 

unprecedented strength due to the high level of Canadian exports and 
to an investment boom of record size combined with and contributing 
to large personal consumption. An accumulation of demands during 
the war which were later made effective by high incomes and by the 
savings built up during the wartime period have also contributed to the 
great activity. In addition to their effects upon incomes the investment 
boom and the high level of exports have had direct effects upon imports 
from the United States as the production of exports and the investment in 
new plant and equipment and other forms of capital goods led to direct 
imports from the United States. There has furthermore been the need to 
fill the pipelines of industrial materials and goods in process following the 
reconversion from wartime to peacetime production in Canada and the 
need to replenish stocks of finished goods. The combination of these 
demands coming at a time when other inflationary elements in the back-
ground were also powerful led to an uriprecedentedly high level of im-
ports from the United States. 

The expansion in private investment has been a most significant 
contributor to the heavy Canadian demands which have led to such 
exceptionally high imports from the United States. A particularly sharp 
increase in gross home investment in plant, equipment, and housing 
occurred in 1947 when the total increased by more than one-half over the 
high level of 1946 which, in turn, was more than one-half higher than in 
1945. A further substantial increase occurred in 1948. As revealed 
by the analysis of balance of payments trends in earlier periods there has 
been a notable tendency for periods of investment boom in Canada to be 
accompanied by high imports and current account deficits. Expenditures 
on gross private investment in plant, equipment, and housing in 1947 
and 1948 represented exceptionally high ratios of the gross national 
expenditure. In 1947 this type of investment accounted for almost 15 
percent of gross national expenditure. If the accumulation of inventories 
is also included the ratio in 1947 represented by gross home investment 
was over 21 per cent compared with about 15 percent in 1946 and around 
11 per percent immediately before the war in 1938. These ratios in recent 
years have been comparable to the high ratios which existed in the pre-
depression period of high activity. 

Total imports from the United States reached their peak in 1947. 
Each major group of commodities was at a new peak in that year. The 
greatest increases, however, were evident in textiles, animal products, 
metal products, and fuels. The high levels of Canadian consumption 
and the building up of inventories led to some of these abnormal imports 
like textiles. The investment boom showed itself particularly in the imports 
of metal products and steel which were directly or indirectly related to 
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investment demands. Imports of automobiles and automobile parts and 
farm implements were also exceptionally heavy. Increases in imports in 
1948 were curbed by the imposition of the import restrictions introduced 
in November 1947. While the restrictions cut out many imports from the 
United States in 1948 and reduced others through the operations of the 
quota system there were nevertheless important increases in the value 
of imports of certain types of commodities. Notable among these were 
larger imports of the two principal types of fuel—coal and petroleum-
due to higher prices and in most grades to increased volume, and 
imports of machinery a group which directly reflected investment activity. 
The prices of most goods imported from the United States were con-
siderably higher in 1948 than in 1947. 

The importance of the United States as a source of supply for Canada 
has been due to that country being the principal source of Canadian 
imports of capital goods and other durable goods many of which are 
produced in Canadian subsidiaries of United States companies and depend 
upon related sources of supply in the United States for components and 
parts. Similarly the United States is the natural source of supply of fuels 
like coal and petroleum and many industrial materials like primary steel 
and raw cotton. The demand for many of these commodities has been 
inflated by the investment boom in Canada and by the backlog of consumer 
demands for many types of goods, particularly durable goods and clothing. 
A further factor augmenting imports from the United States has been the 
failure of sources of supply elsewhere to become reinstated. Conse-
quently Canadian demands for some types of commodities purchased in 
the United States like textiles were affected adversely by the absence of 
supplies elsewhere. Canadian imports from the United States of textiles 
like cotton fabrics were particularly high in relation to prewar purchases 
as the United Kingdom was formerly the principal source of supply of 
imported cotton goods and other textiles. 

The rising price level in the United States, of course, also contri-
buted an important part to the value of Canadian imports. The effects of 
these rises were greatest after the decontrol of prices in the summer of 
1946 and by 1947 the prices of most commodities were very much higher 
than prewar. The sharpest gains in United States prices occurred 
between 1946 and 1947. The official index of wholesale prices in the United 
States for all commodities rose from 105-8 in 1945 to 121-1 in 1946 and 
152 -1 in 1947. While there was a further increase in 1948 this was 
relatively moderate and many groups of prices in the latter part of the 
year were levelling off or declining. Most of the increase in 1946 
occurred in the last half of the year, the index rising from 112-9 in June 
to 140.9 in December 1946. Although the return of the Canadian dollar 
to parity in July 1946 acted to reduce the Canadian dollar costs of imports 
the effects of this were more than offset by the rising price trend in the 
United States. 

The rapid rise in the value of Canadian imports which occurred in 
the latter half of 1946 and continued on in 1947 can be attributed to a large 
extent to the rise in prices combined with the improving supply of com-
modities in the United States in that period. The improving supplies and 
the higher prices along with the growing investment demands in 1947 
all combined to bring imports to a peak in that year. As production in 
the United States increased and domestic demands in that country were 
met there was more available for export to Canadian customers particularly 
in fields like industrial equipment and textiles. 
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TREND IN EXPORTS 

Canadian exports to the United States in contrast were less flexible 
than imports in 1946 and 1947 but an extraordinary increase occurred in 
in 1948. Available Canadian capacity placed limitations on the supply 
of most of the raw materials and other special products which make up 
a large part of Canadian exports to the United States. Most of the 
industries producing these were free from problems of reconversion but 
available plant capacity and supplies of labour put a limit on the amounts 
which were exported. In addition overseas customers took substantial 
parts of the supply of some commodities with the result that increases in 
volume exported to the United States in some of the important staples 
in 1946 and 1947, while appreciable, were not exceptionally great in 
comparison with rises in 1948. 

The large increases in shipments to the United States in the latter 
year were due to some extent to the contraction in overseas markets for 
many Canadian commodities arising out of the restrictions abroad upon 
purchases in Canada because of the widespread exchange difficulties 
of overseas countries. This resulted in more Canadian production being 
available for sale in the United States and that country readily absorbed 
the larger amounts shipped from Canada in 1948. Examples of diversions 
to the United States are provided by the reduced purchases of Canadian 
food and forest products by overseas countries which led to larger supplies 
being sold in the United States. 

The removal of export controls in 1948, which had formerly limited 
or cut out shipments of many commodities to the United States because of 
the need to supply overseas countries, or because of internal shortages, 
also contributed to the heavier flow of commodities to that country in 
1948. For example, reduced British purchases of Canadian beef made 
supplies available and the subsequent removal of the embargo on the 
export of Canadian cattle and other meat to the United States led imme-
diately to large shipments in the latter part of 1948. Likewise exports of 
lumber to the United States were increased substantially by changes in 
export quotas as purchases by overseas countries declined. Improving 
supplies of other commodities, like coarse grains, also contributed to 
higher exports to the United States when restrictions on exports were 
withdrawn. Reductions in the United States tariff resulting from the 
Geneva meetings of the Conference on Trade and Employment also made 
for more favourable entry into the United States for many Canadian 
Commodities. 

The market in the United States for some commodities increased 
appreciably in 1948 due to shortages of supplies and rising demands in 
the United States. The exceptionally high exports of Canadian aluminum 
and other non-ferrous metals provide an example of this development. 
Sustained demands for commodities like Canadian fish can also be 
attributed to scarcities in the United States and high prices of alternative 
commodities like meats. 

The existence of heavy demands in the United States in 1948 made 
it relatively easy to divert to that country Canadian exports of most raw 
materials and many foods when the export of these to overseas countries 
was reduced by exchange difficulties abroad. Diversions of this type 
however, were not possible in the case of most Canadian manufactured 
goods which had formerly been exported to overseas countries; the United 
States tariff acted as a hindrance and supplies of most of these corn- 



modities were adequate in the United States. But important increases did 
occur in exports of some Canadian manufactured goods, notably agricul-
tural machinery. Higher prices in 1948 also contributed an important 
part to the rise in the value of Canadian exports to the United States, 
particularly in the case of forest products and metals. But most of the 
impressive increase of about 44 percent in exports to that country in 1948 
can be attributed to the increased volume arising from diversions of com-
modities, abnormal demands, and more favourable tariffs. 

Canadian gold production, less consumption, is reflected in the figure 
of net exports of non-monetary gold. This increased only moderately 
during the early postwar years because of high costs, labour shortages, 
and other obstacles to production and new development. A more appre-
ciable increase occurred in 1948 following the introduction of special 
government assistance to the production of gold. In that year the value 
of net exports of non-monetary gold amounted to $119 million compared 
with $99 million in 1947. 

STATEMENT 10—FACTORS IN CANADA'S CURRENT ACCOUNT 
DEFICIT WITH THE UNITED STATES 

(Millions of Dollars) 

1929 1937 1946 1947 1948 (2) 

Merchandise Trade 
Imports from U.S.A. (adjusted) ......... 
Exports(') to U.S.A (adjusted) ........... 

875 
519 

463 
391 

1,378 
948 

1,951 
1,061 

1,797 
1,508 

—356 —72 —430 —890 —289 
Non-monetary gold ..................... .+37 

+103 
-172 

+145 
+84 

—180 

+96 
+86 

—203 

+99 
+89 

—239 

+119 
+158 
—230 

-35 —23 —68 —117 —84 

Tourist expenditures ..................... 

Interest and dividends ................... 

-14 —31 —88 —77 —75 
Freight and shipping .................... 
All other current transactions ............. 

Total Current Deficit .................... -437 —77 —607 —1,135 —401 

(1) Including receipts by War Supplies Ltd. of $55 million in 1946 and $13 million 
In 1947. 

(') Subject to revision. 

NON-COMMODITY TRANSACTIONS WITH THE UNITED STATES 
All other current transactions with the United States also usually 

contribute to the deficit with that country although the major source of the 
deficit is normally the commodity balance. Non-merchandise transactions 
including net exports of non-monetary gold gave rise to a deficit of $177 
million in 1946 and $245 million in 1947. Largely as a result of the 
improvement in net receipts from the tourist trade the current deficit on 
other than merchandise trade was reduced in 1948 to about $112 million. 

The principal non-merchandise elements in this deficit have been 
payments by Canada of interest and dividends to the United States, the 
freight and shipping account, and miscellaneous current services and 
other transactions. Consistent sources of receipts have been non-
monetary gold and tourist and travel expenditures in Canada. 
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Payments on both income and freight and shipping accounts reached 
new records in 1947. The peak in income payments resulted from a 
concentration of dividends paid by Canadian subsidiaries of United 
States companies, due to higher earnings and some withdrawals of earn-
ings accumulated in earlier years, combined with heavier payments by 
public companies than in the immediately preceding years. Interest 
paid on holdings of Canadian bonds in the United States, however, was 
less than previously as a result of redemptions and refinancing at lower 
interest rates. In 1948 a further decline in interest payments occurred 
while dividend payments were about the same as in the previous year, 
payments out of increased earnings by public companies being just about 
offset by some reductions in payments by subsidiary companies. 

The peak in payments on freight and shipping account is, of course, 
a reflection of the exceptional size of the balance of Canadian imports 
from the United States in 1947. Payments to United States railways for 
inland freight on commodities shipped to Canada were the principal 
factor in the increase in 1947 and higher freight rates in the United States 
contributed to the rise. The decline in net payments in 1948 was chiefly 
due to the increase in Canadian exports to the United States as payments 
continued to be heavy due to higher freight rates and the large volume 
of imports of fuel and machinery. Canadian receipts on freight account 
with the United States increased substantially, particularly earnings of 
Canadian railways carrying exports to the United States border. 

There was little change in the size of net receipts by Canada on 
travel account with the United States in 1946 and 1947. The volume of 
traffic in both directions across the border had reached new peaks in 
these years and average expenditures were also higher than formerly. 
Although expenditures in Canada by tourists and other travellers from the 
United States have risen substantially each year since the end of the war 
Canadian expenditures in the United States also increased in 1946 and 
1947. As a result net receipts in 1947 were only $89 million although 
United States expenditures in Canada in that year had risen to $241 million 
compared with $149 million in 1937. But Canadian expenditures in the 
United States were $152 million in 1947 compared with $65 million in 
1937, a greater proportionate increase. 

But as part of the emergency exchange conservation program, 
restrictions on Canadian pleasure travel to the United States were reintro-
duced in November 1947. While reasonable outlays on business and 
other necessary travel were still permitted, residents of Canada were 
limited to an annual ration of $150 U.S. on pleasure travel involving 
expenditures in that currency. As a result of these restrictions Canadian 
expenditures in the United States were substantially reduced in 1948. 
In addition other substantial reductions in expenditures can be attributed 
to the prohibitions on imports of most types of goods which tourists usually 
buy in the United States. Consequently Canadian expenditures in the 
United States were reduced to $112 million in 1948 compared with $152 
million in 1947. At the same time Canadian receipts from United States 
tourists to Canada rose still further to a new peak of $270 million as the 
volume of automobile traffic, both short and long term, continued to 
increase. As a result net receipts on travel account with the United 
States rose sharply to $158 million. 

Miscellaneous current expenditures have given rise to substantial 
net payments to the United States as well but have not fluctuated as much 
as some of the other items. Exchanges of services and remittances of 
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various kinds, including transfers by migrants, constitute the bulk of 
these heterogeneous transactions which are described at greater length 
in Part II, Section VII Miscellaneous current receipts also include 
receipts of United States dollars on Newfoundland account in each of the 
postwar years. 

CAPITAL MOVEMENTS WITH THE U.S. DOLLAR AREA AND 
CHANGES IN OFFICIAL RESERVES 

A summary of the more important factors in the movement of capital 
between Canada and the U.S. dollar area is shown in Statement 11. The 
effects of the current deficits with the United States and the receipts of 
exchange from overseas countries upon the official reserves are also shown 
in this statement. The net current deficiency in convertible exchange 
has been the most important of the factors affecting the level of the official 
reserves. As already pointed out the extent of Canadian Government 
lending to overseas countries directly influenced the size of this current 
deficiency of convertible exchange. The wide fluctuations in the size 
of the current account deficit with the United States have also affected 
the deficiency. Consequently the net current deficiency to be financed 
by official reserves fluctuated from a deficit of $497 million in 1947 to 
a surplus of $357 million in 1948 due to opposite trends in these two 
important factors. 

Most important among the other influences upon the size of the 
reserves have been the fluctuations in the size of international transactions 
in securities between Canada and the United States. Redemptions of 
Canadian securities held in the United States were exceptionally heavy in 
1946 and 1947 due to a number of issues which were called for redemption 
combined with substantial amount of issues maturing in those years. 
Substantial totals of Canadian government and corporation issues were 
redeemed in advance of maturity in that period. Other Canadian issues 
were refinanced in the United States at lower interest rates. But in 1948 
the total of redemptions was greatly reduced as maturing issues were 
smaller and there were no large issues redeemed in advance of maturity 
in that year as had been the case in the earlier period. In contrast, 
there was the sale in the United States in August 1948, of $150 million 
of bends by the Canadian Government to a group of insurance companies. 
This was for the purpose of redeeming the $140 million of the Export-
Import loan which had been drawn earlier in the year. 

The other important group of capital movements connected with 
security transactions arises from the trade in outstanding securities. The 
demand for Canadian securities in the United States was exceptionally 
heavy in 1946 when United States institutions and other investors purchased 
large amounts of Canadian domestic bends and other securities. In 
addition there were substantial liquidations by Canadians of United 
States and foreign securities. Most of the heavy demand was concen. 
trated in the period before the revaluation of the Canadian dollar in July 
1946. During this period the yield on Canadian bonds was appreciably 
higher compared to United States bonds than was the case in 1947 and 
1948. Subsequently there was a contraction in this inflow of capital to 
Canada for the purchase of domestic securities and in both 1947 and 
1948 there were relatively small repurchases of Canadian securities by 
Canadians from the United States. These outflows of capital, arising from 
the trade in outstanding securities in the two latter years, resulted from 
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transactions permitted in Canadian currency. While certain types of 
Canadian security continued to be sold in the United States other groups 
were repurchased, with total repurchases exceeding total sales. 

STATEMENT 1 1—SELECTED FACTORS AFFECTING THE SIZE OF 
CANADA'S OFFICIAL LIQUID RESERVES, 1946.1948 

(Millions of Dollars) 

1946 1947 1948(e) 

Current Account Deficit with United States —607 —1,135 —401 

seas ................................... +237 +638 +770 

Net Current Deficiency .............. -370 

.. 

—497 +369 

Net receipts of convertible exchange from over- 

Capital Transactions with U.S. Dollar Area (')- 
Net Redemptions of Canadian Securities —238 

. 

—227 —96 
Sale of new Canadian issue to insurance com- 

panies ................................. ....— — +150 

standing Canadian securities ............. +204 —8 —2 
Redemptions and sales of U.S. and foreign 

Net sales (+) or net repurchases (—) of out- 

securities (net) .............. ............ +64 +13 —9 

All other capital movements ................. +78 +58 +91 
Gold subscription to International Monetary 

— 1 

. 

— 74 - Fund ................................... 

Balancing item—errors and omissions + 12 —8 —7 

Net Change in Official Liquid Reserves- 
251 743 Decrease(+) ........................... 

Jncrease(—) ............................ — 496 

(') Capital transactions in Canadian dollars with foreign countries belonging to the 
Special Arrangement Area in 1947 and 1948 are excluded. 

(2) Subject to revision. 

Inflows of capital arising from direct investments of United States 
companies in Canadian businesses have been the most important group of 
other capital movements. These sustained inflows have been substantial 
in each postwar year, in contrast to the wide fluctuations in the capital 
movements connected with portfolio investments in Canadian securities. 
The largest inflows during recent years have been for the establishment of 
new industrial plants in Canada by United States industrial companies, 
particularly in the wood pulp field. New industries have also been estab-
lished in many other fields of production as well. In addition there have 
been inflows of capital in connection with the development of existing 
Canadian branches or subsidiaries by United States companies. Inf lows 
for the purchase of existing Canadian businesses have made up another 
part of these capital movements. Other large expansions in United 
States direct investments in Canada have been financed from the earnings 
and reserves of subsidiaries in Canada, a type of capital transaction that is 
not entered in the capital account of the balance of payments. A further 
description of United States direct investments in Canada appears in 
Chapter VI. While the predominant capital movements connected with 
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direct investments have been inwards there have, of course, been some 
outflows as well connected with repayments of borrowings and some 
liquidations of assets permitted in Canadian dollars. In addition certain 
types of expansion of Canadian business in the United States and else-
where have been permitted although the total outflows are small in relation 
to the large inflows from the United States for direct investment. 

Among "other capital movements" there are also included various 
types of change in short term assets and liabilities. Changes in Canadian 
dollar balances of residents of the United States constitute one important 
group of these short term items. Fluctuations in the short term commercial 
receipts and payables of Canadian companies with a large volume of 
international trade constitute another group of changes in short term 
position insofar as data are available. Changes in short term positions 
of these kinds have been variable from one year to another and also 
within shorter periods. 

SIGNIFICANCE OF IMPROVEMENTS IN 1948 

While the rapid improvement which took place in 1948 in Canada's 
international position is a sign of resilience and adaptability to new 
circumstances there continues to be an underlying insecurity in the 
Canadian position so long as international economic relationships are 
maintained by special measures of an abnormal and temporary character. 

The improvement in Canada's position in 1948 resulted from a com-
bination of factors as the above analysis discloses. Some of the these 
factors were subject to Canadian control while others arose from influences 
outside of Canada. The large current account surplus resulted from the 
stabilization of the total of current expenditures due mainly to the Emer-
gency Exchange Conservation program of the Canadian Government 
while current receipts rose from a larger volume of some exports and 
generally higher prices. The change on capital account between 1947 
and 1948 was largely the result of the reduction in the total of exports 
financed by loans by the Canadian Government, the reductions in the 
amounts of Canadian obligations to other countries which were discharged 
and the fresh borrowing of $150 million by the Canadian Government 
during the year. 

The external demands for Canadian goods and services which made 
this surplus possible were only sustained by the assistance to overseas 
countries from the United States through the European Recovery Program. 
This prevented the deterioration in the position of overseas countries 
which set in in 1947 from proceeding further. But even with this aid 
European and sterling area purchases in Canada were materially reduced 
in 1948 from the level of 1947. While the United States absorbed many 
of the Canadian commodities which were no longer taken by overseas 
markets there are limits to the types of commodities and the volume of 
staples which can be absorbed in the markets of the United States even 
under existing favourable conditions of exceptionally strong demands. 
Partly as a result of the diversions of exports to the United States the 
extent of the bilateral disequilibrium between Canada and the United 
States was greatly reduced in 1948, with also less dependence upon over-
seas markets for some commodities. But Canada's financial position is 
still directly dependent upon the size of the current account surplus with 
all countries which continues to remain relatively small in relation to the 
size and possible swings in the volume of international trade. Any 
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reductions in external demands in a few countries for Canadian goods and 
services would quickly diminish the size of Canada's current surplus. 
This surplus is also vulnerable to increases in the volume of imports, and to 
unfavourable trends in the terms of trade. The size of the current surplus 
is one of the primary factors influencing the level of Canada's official 
reserves which constitute a safeguard against the adverse effects of wide 
fluctuations in international trade. Also directly affecting the official 
reserves are the amounts of loans by the Canadian Government to finance 
exports and the direction and volume of other capital movements. 

While there are important prospective economic developments within 
Canada which over the long term should have favourable effects on the 
Canadian balance of payments by increasing exports to the United States 
and by reducing the dependence upon imports Canada's position con-
tinues to be highly dependent upon a healthy functioning world economy. 
There continue to be large surpluses of Canadian production for which 
the normal markets are overseas and a deficiency in many of the com-
modities for which the United States is the most convenient source of 
supply, as in earlier periods. An international economy in which cur-
rencies are convertible is necessary if multilateral trade is to be revived 
on a self-sustaining basis. An alternative is the direction of trade into 
other channels which would not always lead to as advantageous exchanges 
of goods and services as would be possible under multilateral trade. 
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VI. CANADA'S INTERNATIONAL INVESTMENT POSITION 
Investments of external capital in Canada have been among the chief 

contributors to Canadian development. This was particularly so in early 
periods of expansion when growth was rapid as supplies of local capital 
were insufficient for the growing needs of the country. Consequently 
non-resident investments in Canada have always exceeded Canadian 
investments and assets abroad by substantial amounts, a large balance of 
indebtedness being characteristic of the international investment position 
of Canada. This balance of indebtedness has been reduced from the 
levels immediately before the recent war which in turn were less than the 
peak period of Canadian indebtedness to other countries occurring 
around 1930. 

The size of Canada's net indebtedness to all countries in 1947 was 
about $3.9 billion compared with almost $5.5 billion at the end of 1939 
and more than $6 billion in 1930. The balance of indebtedness in 1947 
is the difference between gross liabilities to investors in other countries 
of about $7.7 billion and gross external assets of about $3•8 billion. 

STATEMENT 12—CANADKS INTERNATIONAL INVESTMENT 
POSITION, YEAR ENDS, 1939-1947 

(Millions of dollars) 

1939 1945 1946 1947( 1) 

Gross Uabilities to Other Countries ....... 

Gross External Assets ................... 

Net Indebtedness ............... 

..7,373 

1,876 

7,565 

3,715 

7,736 

3,936 

7,751 

3,803(e) 

.-5,497 

.. 

—3,850 —3,800 —3,948 

(') Subject to revision. 
(2) Including gold subscription to International Monetary Fund. 

The gross liabilities are mainly made up of investments of long term 
capita) in Canada of about $7 2 billion. Also included in the gross 
liabilities are short term liabilities to other countries and the external assets 
of Canadian railways and industrial companies owned abroad. These 
latter items are not included in statistics of external investments in Canada 
but they do constitute part of the statistics on foreign assets of Canadian 
companies. 

The gross external assets include private investments by Canadian 
companies and individuals in foreign securities and businesses abroad, 
recent loans by the Canadian Government to other governments, and short 
term official reserves including holdings of gold which constitute a poten-
tial external asset. Included in the direct investments abroad of Canadian 
companies there is an appreciable equity owned by non-residents, as in 
some important cases the subsidiaries abroad are owned by Canadian 
companies which are in turn subsidiaries of foreign owned companies. 
In other cases the non-resident subsidiaries belong to publicly owned 
Canadian companies with many portfolio shareholders residing outside 
of Canada. The foreign assets of Canadian banks and insurance com-
panies are not included in the gross external assets referred to above. 
The reason for this is that their non-resident assets and liabilities, arising 
from their business outside of Canada, can best be considered together. 
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The decrease in the balance of indebtedness between 1939 and 1946 
shown in Statement 13 arose chiefly from a sharp increase in Canadian 
assets abroad. These rose from $1,876 million in 1939 to $3,936 million 
in 1946. The increase is mainly due to the growth in official reserves of 
gold and United States dollars of $796 million in terms of Canadian funds 
and the increase of $1,331 million in the loans and export credits extended 
by the Canadian Government to the United Kingdom and other countries 
during the period. Investments abroad privately owned by Canadians 
declined only slightly in value as a substantial drop in portfolio investments 
in foreign securities was largely offset by increases in the value of Canadian 
direct investments abroad. During the same period Canadian liabilities 
to other countries rose moderately due primarily to the fact that a substantial 
increase in United States investments in Canada and a smaller increase in 
investments by other foreign countries were only partly offset by the large 
reduction in British investments in Canada. 

STATEMENT 13-ANALYSIS OF CANADA'S INTERNATIONAL 
INVESTMENT POSITION, YEAR ENDS, 1939 and 1946 

(Millions of Canadian dollars) 

Geographical Distribution of Assets and Liabilities 

United 	United 	Other 	All em 	 States 	Kingdom 	Countries 	Countries 

1939 I 1946 	1939 I 1946 	1939 I 1946 	1939 I  1946 

Liabilities to Other 
Countries: 

Investments...... 4,151 5,157 2,476 1,668 286 353 6,913 7,178 
Other Liabilities('), 279 395 143 114 38 49 460 558 

Gross Liabilities.,., 4,430 5,552 2,619 1,782 324 402 7,373 7,736 

External Assets: 
Direct and portfolio 

investments 913 829 102 111 375 383 1,390 1,323 
Official balances 

and gold ........ 
Government 	loans 

444 
(2) 

1,245 
(2) 

11 6 - - 455 1,251 

and export cred 

.. 

its(3)............ -  - - 1,012 31 350 31 1,362 

Gross External Assets 1,3572,074 113 1,129 406 733 1,876 3,936 

Net Investment Post- 
lion ................ -3,073 -3,478 -2,506 -653 +82 +331 5,497 -3,800 

(1) Including adjustment for external assets of Canadian companies. 
(2) Including holdings of gold of $240 million in 1939 and $536 million in 1946. 
(3) For analysis and later advances see Statement 7. 

The changes which have taken place between 1939 and 1946 in the 
balance of indebtedness between Canada and individual countries and 
currency areas are particularly significant. The major part of the change 
occurred in the sharp reduction in the balance of Canadian indebtedness 
to the United Kingdom. The liquidation of British investments in Canada 
during the recent war led to a reduction in British investments in 
Canada from $2,476 million in 1939 to $1,668 million in 1946. During 
the same period British liabilities in Canada were greatly increased by 
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the loan in 1942, of which $472 million was outstanding in 1946, and the 
postwar loan of 1946, of which $540 million had been drawn by the 
end of that year. The balance of Canada's indebtedness to the United 
Kingdom consequently was reduced from about $2 -S billion in 1939 to 
approximately $0.7 billion in 1946. 

Canada's position in relation to other overseas countries apart from the 
United Kingdom was also greatly altered by the extension of export credits 
by the Canadian Government, drawings on which by the end of 1946 
totalled $314 million. While Canada had net liabilities to other overseas 
countries as a group before the war this position now has been greatly 
altered, a net creditor position being indicated by 1947 even after allowing 
for the fact that some investments in Canada held in the United Kingdom 
and the United States were beneficially owned in other overseas 
countries. 

In the case of the position between Canada and the United States, 
the net change in position has not been very great in comparison with the 
gross changes which have taken place in both assets and liabilities. The 
net indebtedness of Canada to the United States was of the order of $3 5 
billion at the end of 1946 compared with $31 billion in 1939. But the 
value of United States investments in Canada has risen by almost $1 
billion or about one-fourth of the total in 1939. This increase has taken 
place both in direct investments and in portfolio investments in Canadian 
securities. The rise in Canadian assets in the United States mainly 
occurred in the liquid reserves of United States dollars and gold during 
this period between 1939 and 1946. The total of assets includes Canadian 
holdings of monetary gold as they form part of the official liquid reserves. 
Private]y owned investments in the United States decreased due to sub-
stantial liquidations of Canadian portfolio holdings of United States 
securities which were only partly offset by the increased value of Canadian 
direct investments in the United States. 

The significance of changes in investment position is influenced 
materially by the changes in the nature and form of assets and liabilities 
as well as the distribution by countries and currencies. The rise in 
Canadian liabilities to other countries has resulted from privately owned 
investments in Canada whereas the rise in Canadian assets abroad has 
largely been in assets of an official character. Foreign investments in 
Canada are generally of a long term character whereas a large part of 
Canadian assets abroad are in the short term form of cash balances and 
gold. The large element of Canadian assets abroad, which is represented 
by loans by the Canadian Government to other governments, has no 
counterpart in the foreign investment in Canada where the only foreign 
indebtedness of the Canadian Government arises from bond issues placed 
abroad and usually sold publicly. Furthermore in the relatively small part 
of Canadian assets abroad, which are now privately owned by Canadian 
individuals and corporations, there is a considerable non-resident equity 
arising from investments abroad of Canadian companies in which there 
is substantial non-resident ownership. In calculating the balance of 
indebtedness the effects of this non-resident ownership of Canadian assets 
abroad are offset by entries appearing in the calculation of gross liabilities. 

Changes which occurred in 1947 had the effect of increasing the net 
indebtedness of Canada even though there was a small credit balance on 
current account during the year. This was possible because of the sub-
stantial reinvestment of earnings in Canada by non-residents which occur-
red during 1947 and which does not appear in the balance of payments 
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statements. As a result of these reinvestments there was only a small 
decline in total liabilities although there were substantial redemptions of 
Canadian securities abroad during the year. In the case of Canadian 
assets abroad in 1947 there was an appreciable reduction in the total 
which conceals more substantial changes in the composition. The largest 
change was the reduction in official reserves of gold and United States 
dollars of $743 million. But offsetting a large part of this decline were 
the further drawings on the loans and export credits which led to a net 
increase of $454 million after allowing for repayments. Private invest-
ments abroad owned by Canadians were moderately higher and in 
addition some of the decline in the official reserves can be attributed to 
the subscription of $75 million in gold by Canada to the International 
Monetary Fund, of which $74 million occurred in 1947. As a result of 
these changes during the year Canada's net position with overseas 
countries improved while the net indebtedness of Canada to the United 
States increased. In the case of the United Kingdom there remained 
only a relatively small balance of Canadian indebtedness, and with other 
overseas countries there was the beginning of a credit balance in favour 
of Canada, allowing for substantial investments held through the United 
Kingdom and the United States, 

Another basis of viewing Canada's investment position is through 
income receipts and payments. Net  payments of interest and dividends 
in 1947 amounted to $275 million. In addition there were net remittances 
of other types of income which in 1946 amounted to $11 million. A 
summary of income payments and receipts in 1939 and 1947 appears in 
Statement 14. 

STATEMENT 14—NET PAYMENTS OF INTEREST AND DIVIDENDS BY 
CANADA TO OTHER COUNTRIES IN SELECTED YEARS 

(Millions of dollars) 

Account 	 1 1926 1 1939 I 1947 

With United Kingdom 
97 78 53 

Receipts by Canada ................................. 2 2 8 

Net 	Payments ...................................... 

. 

—76 —45 

With United States 

..-95 

Payments by Canada ......... ....................... 220 274 
Receipts by Canada ................................. 

..138 
12 27 35 

Net 	Payments ....................................... 

. 

—193 —239 

Payments by Canada .............................. .... 

With Other Countries 

..-126 

Payments by Canada ................................ .5 8 10 
Receipts by Canada ................................... .8 28 19 

Net 	Receipts ....................................... +13 +20 +9 

All Countries 
Payments by Canada ...... . ......................... 240 

.. 

306 337 
Receipts by Canada ........................ ......... 32 57 62 

Net Payments ....................................... 

. 

. 

-208 —249 —275 
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INVESTMENTS IN CANADA OF CAPITAL FROM OTHER COUNTRIES 
Investments of external capital in Canada are the most important 

element in Canada's international investment position. As Canada was 
more dependent upon capital from other countries in earlier periods than 
is now the case these investments used to occupy a relatively more im-
portant place in Canadian development than at present although a sub-
stantial part of Canadian industry is still owned by non-residents. 

The relative importance of British and United States capital invested 
in Canada has also changed greatly. British investments made up the 
largest portion of investments of external capital in Canada in the period 
before the First World War. British capital financed most of Canada's 
railway development in that period and British purchases of Canadian 
Government and municipal bonds provided much of the capital employed 
in public developments. Investments in other public utilities and in-
dustries were also of considerable significance. British investments in 
Canada in 1914 have been estimated by Professor F. A. Knox(') at $2,778•5 
million in comparison with United States investments estimated for that 
period at $8807 million. 

But a rapid development took place in United States investments in 
Canada during the First World War and in the early interwar period while 
British investments declined slightly. Consequently the value of United 
States investments in Canada exceeded the value of British investments 
in the early 1920's. By 1926, the first year for which official estimates 
are available, United States investments tota]led $3,1963 million in 
comparison with British investments of $2,636.3 million. A further widely 
distributed growth occurred in the remainder of the same decade. The 
expansion in investments in manufacturing and public utilities was large 
and a notable growth during this decade was the establishment of branch 
plants in Canada by United States companies. But investments in other 
activities such as mining and smelting, merchandising, and financial 
institutions also grew rapidly during the same period and there were large 
floatations of Canadian Government bonds in capital markets in the United 
States. During the 1930's some reductions occurred in the amount of 
external capital invested in Canada through the redemption of Canadian 
bonds held abroad as well as in the value of United States direct invest-
ments in Canada. 

( 1) Published in an excursus appearing in the volume "Canadian-American Industry" 
by Marshall, Taylor and Southard, The Ryerson Press, Toronto. 

STATEMENT 15- SUMMARY OF NON-RESIDENT IN VESTMENTS IN 
CANADA, YEAR ENDS 1926-1947 

(Millions of Canadian dollars) 

Item 1926 1930 1933 1939 1945 1946 1947(') 

Held in United Kingdom ................ 2.6363 2,7663 2,682.8 2,4759 1,750'0 1,6680 1,642.0 

Held in United Stetes ..... ................ 3,1963 4,6595 4,4917 4,1514 4,990.0 5,1570 5,187.0 

Held in Other Countries ................ l7OO 

.. 

.. 

1880 190.0 2860 3520 3530 3460 

Totsl—Non.Restdentlnveetmente. 6,002'6 

.. 

7,613.8 7,3645 6,9133 7,092.0 7178.0 7,175-0 

(1) Subject to revision. 
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A further growth in United States investments in Canada took place 
during the War of 1939 to 1945. By the end of the War these investments 
had reached a new peak, while British investments in Canada were sharply 
reduced by repatriations of securities. The relative importance in this 
more recent period of the United States capital inflow in relation to domestic 
capital formation was less than in earlier periods of capital inflow. Much 
the larger portion of Canadian developments and activities during the 
recent war were financed from Canadian sources. The growth in the 
funded debt of the Dominion Government, which rose from $3 3 billion 
in 1939 to $168 billion at the end of March 1946, resulted chiefly from 
sales of bonds to residents of Canada. Non-resident holdings of direct 
issues of the Dominion declined in the aggregate during this period 
although United States holdings rose. In addition, privately financed 
developments relied on Canadian capital to a large extent. During the 
comparable period the value of United States investments of all kinds in 
Canada rose from $4,151 million in 1939 to close to $4,990 million at the 
end of 1945. There was also a small increase in other foreign investments 
in Canada but British investments declined sharply from $2,475 .9 million 
to $1,7500 million. As a result of these divergent changes total non-
resident investments increased from $6,9133 million at the end of 1939 
to $7,092 0 million at the end of 1945. In 1946 a further increase to a 
total of $7,178 million occurred chiefly because of the expansion in United 
States investments in Canada. In 1947 there was a slight decline in the 
total because of redemptions which exceeded new direct investments and 
reinvestments of earnings. 

The relative position of investments of external capital in relation 
to total investments of capital in Canada has changed materially in recent 
years. Non-resident investment now constitutes a smaller part of total 
investments in Canada than was the case before the recent war. It is 
difficult to express this relationship in terms of any simple ratio, however, 
because of the variety of types of investment which must be compared. 
Important changes have also taken place in the relative position of different 
types of investment. 

Non-resident holdings of Canadian bonds constitute a much smaller 
proportion of the outstanding funded debt of Canadian governments and 
corporations than was the case before the recent war. The external 
holdings of Canadian bonds only represented about 14 per cent of the 
total Canadian funded debt at the end of 1946 compared with about one-
third of the approximate $10,000 million of bonds outstanding in 1939. 
In 1947 the proportion was slightly lower, being close to 13 per cent as 
shown in Statement 16. The outstanding changes bringing about this 
transition have been the great rise during the recent war in the funded debt 
of the Canadian Government, which was largely financed in Canada, and 
some reduction in the total of Canadian bonds held outside of Canada 
which in 1939 was $3,508 million compared with about $2816 million 
in 1947. The reduction in the amount held outside of Canada is due to 
wartime repatriations of Canadian bonds from the United Kingdom. 
Holdings in the United States and other countries have increased moderate-
ly in total since 1939. Non-resident holdings of government issues, 
exclusive of railway bonds, were 17 per cent of the total outstanding in 
1939 and in 1947 were about 8 per cent. This change has also been partly 
due to a reduction in the amount held in the United Kingdom, as well as 
to the rise in total of internal issues. 
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STATEMENT 16—ESTIMATED DISTRIBUTION OF OWNERSHIP OF 
FUNDED DEBT OF CANADIAN GOVERNMENTS AND 

CORPORATIONS, END OF 1947 

(Millions of dollars) 

Distribution of Ownership 

Other 

	

Items I Amounts 	I 	I United 	United I Foreign 
Outstand-I 	Canada 	States Kingdom Coun- 

() 	I 	 tries (5) 

Dominions,—Direct and Indirect ex- 
cluding Railways ................ 16, 197 15,484 665 - 48 

1,729 1,178 515 35 1 

865 601 207 55 2 

18,791 17,263 1,387 90 51 

Provincials,—Direct and Indirect ex- 

100-0 919 74 05 0.2 

cluding Railways ................. 

Municipals ........................ 

Total—Government Bonds ............
Per cent Distribution .............. 

1,060 258 453 316 33 Steam Railways ..................... 

1,643 

. 

1,157 374 85 27 

21,494 18,678 2,214 491 111 

Other Corporations ................. 

Total Bonds and Debentures ......... 

Per cent Distribution ............. moo 869 10-3 2.3 0-5 

(I) Amounts outstanding exclude sinking funds, and in some cases are estimated. The 
total for other corporations excludes some domestic issues held in Canada. 

() Some securities shown as held in the United States and United Kingdom are 
beneficially owned in other countries. 

But non-resident ownership of Canadian industry, mines, railways, 
and public utilities is estimated in 1946 to have been about 35 per cent 
of total capital invested, a percentage which is not much different from the 
corresponding ratio at the beginning of the war. The percentages of 
non-resident ownership of Canadian industries in 1939 and 1946 are 
shown in Statement 17. As the basic data covering total investments of 
capital in Canada are from different sources in the two years some part 
of the variations shown may be due to statistical factors as well as to 
changes in the relative importance of non-resident capital. The sources 
of data are referred to in Part II Section IX. Included in the group of 
industries covered are some publicly owned investments such as the 
equity of the Canadian Government in the Canadian National Railways. 
But some public utilities owned by provincial and municipal governments 
are excluded, the investments being covered by direct and indirect bond 
issues of these governments. Other business firms excluded from the 
calculation of the above ratio are financial institutions and other concerns 
in the financial field. Certain kinds of business, like professional firms 
and small manufacturing concerns owned by individuals are also excluded 
as are, of course, farms. 
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Per cent of Non-Resident 
Ownership 

1939 	I 	1946 

42 44 

43 41 
22 33 
17 25 
47 40 
34 38 
77 72 
46 40 
79 58 
56 60 

40 36 
45 43 

57 49 
25 
31 

9 8 

38 	1 	35 

STATEMENT 17—PER CENT OF NON-RESIDENT OWNERSHIP OF 
CANADIAN INDUSTRY, END OF 1939 and 1946 

Type of Industry 

All Manufacturing enterprises ............................ 

Vegetable products .................................. 
Animal products ................................... 
Textiles ........................................... 
Wood and paper products ............................ 

Iron and its products ................................. 
Non-ferrous metals (I) 

Non-metallic minerals ................................ 
Chemicals and allied products ........................ 
Miscellaneous manufacturers .......................... 

Mining and Smelting Companies (2) ........................ 

Railways and Other Utilities .............................. 

Steam railways
... ... .... ........ 

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

Power Companies ................................... 

Other Utilities ...................................... 
Merchandising establishments (2) 

Total of all above concerns ............................... 

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

The relative importance of non-resident ownership in Canadian 
manufacturing companies was somewhat greater than in the case of the 
broader group of investments referred to, being estimated at about 
44 per cent in 1946. The percentage of different groups of Canadian 
industry owned abroad varied considerably. This ratio was greatest in the 
non-ferrous metal industry, being 72 per cent compared with 25 per cent 
in the textile industry. In other groups of industry non-resident ownership 
was also high reaching 58 per cent in the chemical industry in 1946. In 
other groups the ratio was between one-third and one-half, including 
vegetable products, animal products, wood and paper products, iron and 
its products and non-metallic minerals. Furthermore in some subdivisions 
of these industries non-resident ownership and control were predominant 
even though only the minor parts of the groups when taken as a whole 
were owned abroad. A further analysis of industries controlled outside 
of Canada is presented in the description of direct investments in Canada 
appearing later. Other important industrial subdivisions are mainly 
Canadian owned and controlled as is the case with the primary iron and 
steel and cotton textile industries. 

Non-resident ownership of railways and other utilities is still large, the 
percentage being 43 per cent in 1946. (') The mining and smelting field 

(') This calculation excludes hydro-electric properties owned by provincial and muni-
cipal governments. 
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has also been developed to an important extent by external capital, the 
ratio of ownership being 36 per cent. Some major units in this field are 
also non-resident controlled. In financial institutions non-resident owner-
ship is also substantial but non-resident control is largely limited to branches 
of foreign insurance companies, as Canadian banks, trust companies, and 
most Canadian insurance companies are for the most part Canadian 
controlled. Non-resident ownership accounts for about 29 per cent of 
the capital of Canadian banks but virtually all of this is made up of port-
folio investments. In the case of all insurance concerns in Canada non-
resident ownership recently constituted about 69 per cent of the total 
investment, but most of this is in the unincorporated branches of British 
and foreign companies. 

Changes which appear in the percentage of non-resident ownership 
between 1939 and 1946 are not large when the broader groups of industry 
are considered such as manufacturing and the total of all industries but 
changes within the smaller subdivisions of manufacturing have been 
appreciable. Industries in which the percentage of non-resident owner-
ship in 1946 was higher than in 1939 are animal products, textiles, iron 
and its products, and miscellaneous manufactures. On the other hand 
an appreciable reduction appears in the ratio for chemicals and allied 
products with smaller declines also appearing in vegetable products, 
wood and paper products, non-ferrous metals, and non-metallic minerals. 
As already pointed out some part of these smaller changes may originate 
in the different sources of data employed in estimating the total Canadian 
capital invested in the various groups of industry. Some decline also 
appears in the mining and smelting industry and an appreciable reduction 
in the non-resident ownership of Canadian railways occurred as a result 
of the wartime repatriations of C.N.R. bonds. In the case of merchandising 
establishments it is believed that a minor decline also occurred in the 
percentage of non-resident ownership although the total of foreign capital 
invested in this field increased appreciably during the period. Information 
on the total of Canadian bapital invested in merchandising and service 
establishments is less complete than in the case of most other branches of 
business. There is little doubt however, that the non-resident ownership 
only represents a very minor proportion of the total as is shown. 

Declining Importance of External Capital in Canadian 
Investment Activity 

Imports of external capital played a relatively important part in early 
periods of investment boom and expansion in Canada as sources of 
Canadian capital formation were less developed in early periods than they 
have become. But as internal sources of capital have developed there 
has been less dependence upon imports of capital until in recent years 
investments of foreign capital have played only a relatively minor part 
in contrast to the important role occupied by external capital some decades 
ago. 

In the period of development before the First Great War which was 
characterized by railway construction and rapid urban and agricultural 
development the peak in home investment appears to have occurred in 
1912 and 1913. In these same two years there were deficits in Canada's 
current account with all countries of exceptional size, judging from the 
large balances of merchandise imports. 
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The same close relationships appear in the investment boom which 
preceded the depression of the 1930's when the maximum investment 
activity occurred in the period 1928 to 1930. Canada's current account 
deficit with all countries again expanded and reached a high point for 
the interwar period in the years 1929 and 1930 when it was $311 million 
and $337 million respectively. In the same period imports reached their 
highest levels in 1928 and 1929. In these two years of maximum capital 
inflow the net imports of capital amounted to something like one-third of 
the gross home investment in plant, equipment, and housing. In the 
latter year there was also a substantial disinvestment of inventories and 
consequently the capital imports represented an even greater ratio of the 
gross home investment in all forms. 

The investment boom which has characterized the early postwar 
years has been on an even greater scale than was the case in the period 
just referred to. In both years gross home investment in plant, equipment, 
and housing has been much heavier than the peak in prewar activity and 
in addition there has been a very substantial accumulation of inventories. 
In 1947 the investment in plant, equipment, and housing of over $2,000 
million was not far from twice the level in 1929. But in 1947 there was a 
small credit balance in Canada's current account with all countries 
indicating some net exports of capital in that year. This contrast with the 
situation in the earlier periods of heavy investment is striking, revealing 
the greater role which internal capital formation now plays in the Canadian 
economy. 

Of course in the current investment boom there are substantial 
investments of externally owned capital much of which is through the 
Canadian subsidiaries of United States firms and is financed out of the 
resources of the Canadian subsidiaries as well as by direct transfers of 
capital to Canada. These direct investments rose in value by $117 million 
during 1947 although there was not much change in total investments by 
non-residents in Canada during the year. But the net movement of 
capital has continued to be outward from Canada as exports of Canadian 
capital from Canada, notably in the form of loans and export credits 
from the Canadian Government, have been large. 

INVESTMENTS IN CANADA OF CAPITAL FROM THE UNITED STATES 

Investments of capital from the United States have constituted the 
largest group of investments of external capital in Canada throughout 
the period since 1926 for which complete official data are available. 
These investments have risen from $3,916 million in 1926 to $5,187 million 
in 1947, the highest level reached during the period. Statistics on these 
investments are presented according to types of investment showing 
holdings of government bonds separately from investments in Canadian 
industry. Other analyses show direct investments in Canadian industries 
and other businesses controlled in the United States as distinct from the 
type of investment represented by portfolio holdings of Canadian securities 
by United States institutions and individuals. 

The analysis by types of investments shows investments distributed 
widely over most groups of securities and businesses. United States 
holdings of government bonds of $1,438 million in 1946 represented 
approximately 28 per cent of the total investment, or about the same 
ratio as in 1926. Investments in Canadian railways and other public 
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utilities are also substantial being $1,158 million in 1946. The important 
group of investments in Canadian manufacturing concerns in the same 
year amounted to $1554 million or 30 per cent of the total. This group 
of investments has special significance because of the large amount of 
direct investments by United States companies in branches and subsidiaries 
in Canadian manufacturing. Investments in mining and smelting, mer-
chandising establishments, and financial institutions are similarly more 
important than the size might suggest because of the important business 
units in these groups which are controlled in the United States. 

Direct Investments 

Direct investments by United States concerns in Canada constitute 
a particularly important group. These investments in branches, sub-
sidiaries, and other companies in Canada controlled in the United States 
generally represent a more active form of investment than portfolio holdings 
of securities held by institutions and the general investing public. The 
direct investments, being subfect to control or active management by 
the United States owners, make up a special group of business concerns in 
Canada which have played a significant part in the industrial development 
of the country. New products have been produced in Canada which 
have been similar to the products of the parent companies in the United 
States as the parent companies' facilities for industrial design and research 
have normally been employed by Canadian subsidiaries. Direct invest-
ments are of varying importance in different Canadian industries and 
their growth has been typical of certain phases of Canadian industrial 
deve] opment. 

The value of United States direct investments in Canada has grown 
sharply in the two decades since 1926, the earliest year for which complete 
data are available. The first period of rapid expansion occurred between 
1926 and 1930 when the value of direct investments increased from 
$1,402 .5 million to $1,992 7 million or 42 per cent in four years. This 
coincided with a period of general industrial expansion in Canada. Dur-
ing the 1930's a reduction actually occurred in the value of this group of 
investments which at the end of 1939 was $1,880 9 million. Repayments 
of the advances and reductions in the investments, due to the reduced scale 
of operations and new development, were typical of many concerns in this 
period before the recent war. At the same time, however, there were a 
number of new concerns established in Canada to take advantage of 
Canadian opportunities for trade in the markets of British countries, but 
the new investments in this type of branch were not usually large. 

The other period of general expansion in the value of United States 
direct investments has occurred since 1944, again generally coinciding 
with a period of rapid industrial expansion in Canada. The value of 
United States direct investments had increased to $2,304 million in 1945 
or by $423 million or 22 per cent since the beginning of the recent war. 
The value again expanded in 1946 by $124 million, to a total of $2,428 
million, and there were further substantial increases in investment in 
1947 to $2,544 million, and again in 1948. 

The growth in this group of investments has taken two forms, direct 
inflows of capital from the United States and reinvestments of earnings 
of Canadian branches and subsidiaries. In the early period of expansion 
in the 1920's a large part of the increase arose from direct transfers of 
capital from the United States. In the recent period of development rein- 
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vestments of earnings have contributed the largest source of the increased 
capital investment although inflows of capital from the United States for 
this purpose have also been very substantial each year since 1944. New 
establishments being purchased or constructed are normally financed by 
direct transfers of funds. Some large expansions of existing establish-
ments are also partly financed by new capital inflows although much of 
this latter type of development is normally made out of accumulated 
earnings of the Canadian branches and subsidiaries. 

STATEMENT 18—BOOK VALUE OF UNITED STATES DIRECT 
INVESTMENTS IN CANADA IN COMPANIES CONTROLLED IN THE 
UNITED STATES, BY FORMS OF INVESTMENT, END OF 1926-1947 

(Millions of dollars) 

Item 1926 1930 1933 1939 1945 1 	1946 1947 (') 

Capital Stock ........ 1,000.0 1,329.4 1,271.6 1,2892 1,6130 1,691.0 1,796.0 

Bonds ............... 187-6 3363 3383 305-8 292.0 320.0 300-0 

Other Investments.... 214-9 

.. 

.. 

327.0 323.4 285.9 3990 417.0 4480 

Total ............ .1,402.5 1,9927 1,9333 1,8809 2.304-0 2,428-0 2,544-0 

(1) Subject to revision. 

In classifying investments the direct investment group has been taken 
to include all investments in Canadian companies where fifty per cent 
or more of the capital was owned in the United States. In addition certain 
other instances of important minority holdings by United States companies 
have been included when these are known to have constituted control. 
There are in the category of direct investments certain instances therefore 
where the majority of the shares may be widely held in the United States 
rather than concentrated with one company because of the inclusion of all 
instances where one-half or more of the capital is owned in the United 
States. The direct investment group, therefore, is not limited to invest-
ments which are actively controlled in the United States, but includes 
cases where potential control may rest with the majority shareholders in 
that country. Likewise numerous variations may exist in the degree of 
management of Canadian companies and in other evidences of affiliation 
or control. In appraising the scope of United States control of Canadian 
industry which may exist consideration should be given to the extent to 
which direct investments are scattered throughout Canadian industry 
and are made up of many firms competing within an industry. A major 
number of the 2015 concerns having assets of appreciable size which 
appeared in the direct investment group in 1946 was made up of concerns 
in which investment was relatively small. For example, about 85 per cent 
of all concerns have investments of $1 million or less, but this large number 
of concerns only made up about 20 per cent of the value of the direct 
investments. More than half of the total investment is made up of invest-
ments of about 40 large concerns with assets of $10 million or more each. 
Another group of about 225 concerns, with investments between $1 million 
and $10 million, represents about 30 per cent of the investment. 
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STATEMENT 19— BOOK VALUE OF INVESTMENTS IN CANADA 
CONTROLLED IN THE UNITED STATES, END OF 1946 

(Millions of dollars) 

Distribution of Ownership 

Type of Business 	Total I 
Invest- I Canada 
mont I 

Manufacturing—Total.. 
........ ... Vegetable Products ........... 

Animal Products .............. 

Textiles ...................... 
Wood and Paper Products ..... 

Iron and Products
ls
............ 

Non-ferrous Meta............. 
Non-metallic Minerals ......... 

Chemicals and Allied Products. 
Miscellaneous Manufacturing... 

Mining and Smelting ............. 

Utilities .......................... 
Merchandising ................... 

Financial ....................... 
Miscellaneous .................... 

1,629 
157 
49 
32 

367 
308 
310 
200 
170 
36 

360 
578 
171 
241 
64 

175 
11 
2 
3 

16 
24 
46 
54 
19 

77 
206 

6 
9 
9 

United 	United I Other 
States I  Kingdom I Countries 

1,366 
146 
42 
29 

350 
283 
208 
138 
134 
36 

245 
366 
165 
232 
54 

81 

56 
7 

17 

29 
4 

9 
2 

Total—All Companies ............. I 3,043 1 	482 I 2,428  I 	114 	I 	19 

The significance of direct investments to the Canadian economy 
probably lies more in the close industrial contacts and other business 
relationships between Canada and the United States which have been 
brought about by this form of investment than in any widespread active 
control in the administrative sense. In many fields of Canadian industry 
the United States is the source of materials and components because of the 
similar types of product made by the parent company and subsidiaries. 
This is particularly the case in the automobile industry and in the field of 
other durable goods where common research facilities and industrial 
designs and advertising all make for close connections between Canada 
and the United States. Besides the heavy imports of parts and materials 
from the United States there are numerous payments for management and 
professional services, royalties and research as well as the payment of 
dividends and profits to parent companies and other investors in the 
United States. Other branches and subsidiaries have been established 
in Canada as a source of supplies for the American parent companies 
and lead to exports of materials and supplies required in the United States 
as in the case of wood pulp and certain kinds of mining. The production 
in Canada consequently increases the extent of processing in Canada of 
many Canadian raw materials. The existence of the Imperial preference 
has often been advanced as a reason for the establishment of many 
United States concerns in Canada, as the existence of overseas markets 
in Commonwealth countries have normally made it possible for many 
companies to maintain an economic level of output. Other overseas 
markets have also been allocated to Canadian subsidiaries by American 
parent companies to maintain output of the subsidiaries. 

The expansion in United States direct investments between 1939 
and 1946 has been widely distributed among most kinds of business. 
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Increases have been relatively large in manufacturing. The only exception 
to substantial increases in this field has been in the animal products 
group due to some withdrawals of capital. Likewise large increases took 
place in investments in mining and smelting, merchandising establish-
ments, and financial institutions. An exception to this general trend lies 
in the investments in public utilities. 

United States direct investments represent about 31 per cent of the 
total capital invested in Canadian manufacturing, but in the broader field 
of Canadian business—all industrial, mining, and commercial concerns 
including railways and utilities—the proportion of investments controlled 
in the United States is much less, possibly less than one-fifth at the present 
time. There are, of course, wide variations in the percentage of control 
in different industries and kinds of business. In some industries like the 
fnanufacture of automobiles, rubber goods, electrical appliances, and the 
refining of petroleum, the United States controlled companies predominate. 
They are also predominant in non-ferrous metals and in chemicals. But 
outside of certain industries of which these are examples United States 
controlled groups are less important and there are industries and trades 
in which the leading firms and predominance of control are Canadian like 
the primary iron and steel industry, cotton textiles and merchandising. 
In other branches of industry the portion controlled in the United States, 
while representing a large part, nevertheless shares the field generally 
with Canadian capital as is the case in the pulp and paper industry and 
mining. 

The number of Canadian concerns controlled in the United States 
is shown in Table XLI. The total number, 2,015, is not large in relation to 
the number of all Canadian business concerns. In 1946 there were 
33,305 taxable companies in Canada according to data compiled by the 
Department of National Revenue. In addition there are large numbers of 
unincorporated business firms particularly in the field of merchandising 
and services. Of the taxable companies 8,592 were active in the manu-
facturing field. The number of manufacturing concerns controlled in the 
United States, 1,022, represents only about 12 per cent of the total active 
companies reporting tax returns. 

The book value of United States direct investments in Canada amounted 
to $2,427 million at the end of 1946. Of this amount, $1,690 million was 
made up of the book value of holdings of stock of Canadian companies. 
Most of this stock is privately held and no market quotations are available. 
Less than one-third of the total value of the stock of United States con-
trolled companies is quoted on Canadian stock exchanges but the market 
value of this group of stocks has been greater than the book value in recent 
years, being in 1946 approximately $600 million larger. This difference 
between book and market values was concentrated in a small number of 
stocks and was particularly wide in mining, non-ferrous metals and 
petroleum companies' stocks. The book value, it should be noted, is 
more relevant in comparing direct investments with total Canadian invest-
ments in Canadian industry and commerce as data covering the latter 
are more comparable to the book valuations than to market values. 

United States Portfolio Investments in Canadian Securities 
Portfolio investments in Canadian securities are the other major 

group of United States investments in Canada. Most typical of this group 
are the scattered minority holdings by United States investors of public 
issues of bonds and stock of Canadian governments and companies. The 
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owners in the United States of portfolio investments in Canadian securities 
make up a cross section of the investing public in the United States. 
Holdings of high grade Canadian bonds by insurance companies and other 
institutional investors in the United States make up a large part of the 
investment in bonds. There are also widely scattered holdings of both 
stocks and bonds by individuals, estates and trusts, and corporations located 
throughout the United States. A feature which distinguishes most port-
folio investments is their passive character as regards control in contrast 
to active participation in Canadian business which is characteristic of most 
direct investments. At the same time portfolio investments are not all 
static. There is a large turnover in the international ownership of Canadian 
securities. These securities, particularly stocks of Canadian companies 
quoted on Canadian stock exchanges, are continually being traded as is 
revealed by statistics on the international trade in securities. 

Portfolio investments are sometimes regarded as covering a broader 
group of investments than minority holdings of public issues of securities 
alone. Issues of Canadian bonds sold privately to institutions in the United 
States would qualify in most interpretations as portfolio investments. Like-
wise minority holdings in the United States of stocks and bonds of Canadian 
companies controlled in that country might sometimes be regarded as 
comparable to other portfolio holdings. Therefore the area of portfolio 
investments cannot be sharply delineated. The size of the group is 
affected materially by the principle followed in selecting the investments. 
The group of United States investments in Canada which have not been 
classified as direct investments as already defined totalled $2,729 million 
in value in 1946. This includes a group of $140 million of miscellaneous 
investments described later and $13 million invested in the form of mis-
cellaneous corporation assets. The remaining investments of $2,576 
million in 1946 may generally be regarded as portfolio in character. They 
are made up of $2,061 million in bonds and $515 million in stocks. But 
the minority holdings in the United States of stocks or bonds of Canadian 
companies controlled in that country are not included in these totals. 
The total of $2,061 million of bonds, for example, excludes bonds of Can-
adian companies controlled in the United States totalling $320 million 
which are part of the direct investment total. An indeterminable amount 
of minority holdings of stock of companies in the same group are also 
excluded from the $515 million holdings of stock. 

Most of the bonds held in the United States are payable in United 
States funds either solely or optionally. Issues payable solely in United 
States funds are usually largely held in the United States, having been sold 
originally in that market. Issues payable optionally are more likely to 
be partly held in Canada or elsewhere as well as in the United States. 
But more than four.fifths of all Canadian issues payable in United States 
funds either optionally or otherwise are held outside of Canada, chiefly 
in the United States. Domestic issues of Canadian bonds payable solely 
in Canadian funds are less often widely held outside of Canada, although 
there was an appreciable total of these issues held abroad even before 
the recent war. Holdings of domestic bonds in the United States have 
increased substantially in recent years, particularly in 1945 and 1946, 
there having been large purchases by institutions and individuals of 
Dominion issues especially. Over $600 million of Canadian domestic 
bonds are estimated to have been held abroad by the end of 1946, prin-
cipally in the United States. An analysis of United States holdings of 
Canadian bonds is shown in Statement 16 for the end of 1947. At that 
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date United States holdings of government issues, exclusive of Canadian 
National Railway issues, constituted about 7-4 per cent of the total amounts 
outstanding. Holdings of railway and other corporation issues were 
proportionately greater in the United States. In the case of Canadian 
National Railway issues, holdings in that country of more than $300 million 
are estimated. United States holdings made up 10.3 per cent of all 
Canadian bonds and debentures outstanding in 1947. 

An analysis of Canadian securities held by United States insurance 
companies doing business in the State of New York shows $757 million 
in Canadian bonds and about $20 million in Canadian stocks held at the 
end of 1945, exclusive of $753 .8 million of securities held by these com-
panies in Canada against the liabilities of Canadian branches. Most of 
the bonds held were Dominions and provincials although there were also 
substantial holdings of Canadian municipal bonds and railway and utility 
issues as well. 

The Census of American-Owned Assets in Foreign Countries in 1943 
published by the United States Treasury Department also discloses the 
importance of holdings of Canadian securities by insurance companies 
and other corporations in the United States. The following comment 
regarding holdings in the United States of Canadian bonds payable in 
United States dollars as of May 31, 1943 is reported: 

* "United States corporations owned 65 per cent of the total par 
value of United States holdings of Canadian bonds. The remaining 
35 per cent were fairly evenly divided among individuals, estates 
and trusts and other types of organizations. Many Canadian securi-
ties are legal investments for trust and insurance funds and form a 
large part of such portfolios. Insurance company portfolios were the 
most important factor in this unusual concentration of bonds in cor-
porate hands. However, banks and investment companies were also 
important as investors in Canadian issues. It is significant that 
corporate holdings predominated even in the non-Government issues. 
Few other foreign issues showed a comparable distribution of 
ownership." 

Portfolio holdings in the United States of stock of Canadian companies 
had a book value of $515 million at the end of 1946. These investments 
are chiefly made up of $500 million in the stocks of Canadian controlled 
companies. Almost half of the book value was in railway and other utility 
stock. The book value of the stock of manufacturing companies con-
stituted more than one-fifth of the total. There were also important in-
vestments in the stock of mines, banks, and other financial concerns. The 
aggregate market value at the end of 1946 of these investments in stocks 
quoted on Canadian stock exchanges was slightly higher than the total 
book value. But there were substantial offsetting differences between the 
market and book values of the various groups of issues. While the market 
value of railway issues was much less than the book value the opposite 
was the case with the stocks of manufacturing and mining companies. 
Besides the investment in Canadian controlled companies there was about 
$15 million invested in the securities of Canadian companies controlled 
in the United Kingdom and elsewhere overseas. Not included in the 
above are minority holdings of stock of Canadian companies controlled 
in the United States. 

* United States Treasury Department "Census of Arnerican.Owned Assets in Foreign 
Countries", 1947, page 39. 
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Income from portfolio investments is normally relatively stable. The 
main variations likely to occur within short periods would result from 
changes in the dividend rates of a few companies in which United States 
holdings are exceptionally large. Interest paid to the United States 
on all Canadian bonds and debentures totalled $101 million in 1946. 
This total includes about $13 million on bond issues of companies controlled 
in the United States and includes also premiums on United States exchange 
in the first half of the year. At the same time dividends paid on portfolio 
holdings in the United States of Canadian stock were $29 million. 

Miscellaneous investments by United States investors in Canada, in 
addition to the direct and portfolio investments, are estimated at $140 
million in 1946. This total includes estimates of a great variety of assets 
in such forms as mortgages, agricultural lands, summer homes and other 
residentail properties, commercial real estate, prospecting, some estates 
and trusts, and investment companies and certain other assets administered 
for persons or corporations in the United States. Balances in Canadian 
banks owned by United States residents are not included in the statistics 
of United States investments in Canada but are taken into account in 
calculating the gross liabilities used in estimating the balance of inter-
national indebtedness. Short term commercial indebtedness is also ex-
cluded. 

The increase in the total of miscellaneous investments from $130 
million in 1945 to $140 million in 1946 partly arises from the assets left 
in Canada by Canadians migrating to the United States as well as from 
the new investments of capital during the year. 

The statistics of United States portfolio investments described above 
include indeterminable amounts of Canadian securities held by nominees 
in the United Stales but beneficially owned elsewhere. 

INVESTMENTS OF BRITISH CAPITAL IN CANADA 
The relative position of British investments in Canada is now much 

less important than at the beginning of the recent war. Repatriations of 
Canadian securities held in the United Kingdom, during and since the 
war, have sharply reduced the value of British investments in Canada, 
and at the same time the value of United States investments in Canada 
has increased appreciably. At the end of 1946 British investments were 
23 per cent of total non-resident investments in Canada compared with 
36 per cent in 1939 and 44 per cent in 1926. Nevertheless British invest-
ments in Canada are still substantial and in 1946 the total value of $1,668 
million was greater than the total of Canadian direct and portfolio invest-
ments outside of Canada. Furthermore only a relatively small part of 
Canadian private investments abroad is in British countries. Conse-
quently there is still a substantial balance of private Canadian indebted-
ness to the United Kingdom, although loans by the Canadian Government 
to the United Kingdom have been large, $1,012 million being outstanding 
at the end of 1946 and $1,331 million by the end of 1947. 

Portfolio investments have been the most typical form of British 
investments in Canada. Most of the repatriations of recent years occurred 
in this group, the direct investments remaining relatively unchanged. 
While the latter are more important proportionately than formerly they 
continue to be only a minor part of the total, being valued in 1946 at $335 
million or about 20 per cent compared with portfolio investments of 
about $1,258 million, exclusive of miscellaneous investments of $75 
million. 
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The portfolio investments in 1946 included $524 million of bonds and 
debentures, a total which excludes $13 million of bonds of companies 
controlled in the United Kingdom which are included among direct 
investments. Only about $105 million of holdings of bonds were in 
government and municipal issues. Of the remainder, $315 million were 
railway issues including about $8 million from the direct investment 
group referred to above. The remaining corporation issues, $97 million, 
include some issues of Canadian companies controlled in the United States. 
In contrast British holdings of Canadian bonds a decade earlier in 1936 
were estimated at about $1,400 million of which $524 million was in 
Canadian government and municipal issues and about $740 million in 
railway bonds. British holdings of Canadian bonds in 1947 are shown in 
Statement 16. 

Prominent among the repatriations of securities from the United 
Kingdom in recent years have been the sterling issues of the Dominion 
Government and various issues of the Canadian National Railways which 
were owned in the United Kingdom. The total official repatriations of 
these two groups of issues from the beginning of the war have amounted 
to over $700 million, In addition there were repatriations through 
private channels in Canada which during the wartime period alone 
aggregated $292 million at market values. A large part of these, $126 
million, took the form of redemptions of bonds and some preferred 
stock. Repurchases of outstanding stocks and bonds totalled $166 
million. Since the end of the war there have continued to be appreciable 
repatriations both through redemptions and repurchases of outstanding 
Canadian securities. 

Besides portfolio holdings of bonds there continue to be substantial 
British holdings of stocks of Canadian controlled companies. The book 
value of these holdings at the end of 1946 was $675 million of which rail-
way and utility issues amounted to $529 million. Other Canadian stocks 
included appreciable totals of issues of manufacturing companies, banks, 
and other financial concerns in Canada and substantial amounts of stock 
of companies controlled in the United States. The market values of all 
British holdings of Canadian stocks, most of which were quoted on Can. 
adian stock exchanges, totalled at the end of 1946 almost as much as the 
book value. There were wide differences however between the book and 
market values of different groups of issues. The book value of Canadian 
railway issues at that date was much higher than the market value but 
this difference was compensated for by higher market than book values 
in most other groups of stock. 

British direct investments shown in Statement 20 are chiefly in manu-
facturing establishments and financial businesses. The largest group of 
investments in manufacturing is in the vegetable products industry, 
textiles, wood and paper products, and chemicals. In some types of 
busines& a. few large firms make up important parts of the total direct 
investment as in the case of the tobacco business in the vegetable products 
group, rayon textile firms in the textile group, and a newsprint concern 
in the wood and paper products group. Some prominent firms also 
account for an appreciable part of the total direct investment in merchan-
dising and service establishments. Generally British direct investments 
are more important in the consumer goods industries than in durable 
goods, a form of investment in which United States controlled companies 
are particularly prominent. In the financial field insurance companies 
occupy an important place, particularly the Canadian branches of British 



companies. The number of British controlled concerns in Canada in 
which there was an appreciable investment totalled 443 at the end of 
1946. Of this total 135 were manufacturing concerns, 132 merchan-
dising and service establishments, and 138 in the financial group, 101 of 
the latter being branches or subsidiaries of British insurance companies. 
Between 1939 and 1947 there has been some increase in investments in 
manufacturing and merchandising but an appreciable reduction in the 
value of investments in the financial group. This latter decline has 
occurred mainly in the investment of mortgage companies, the value of 
investments in the branches and subsidiaries of British insurance com-
panies having risen slightly during the period. The rise in manufacturing 
was mainly due to an increase in the textile group which more than offset 
some declines in other kinds of industry. 

STATEMENT 0—BOOK VALUE OF BRITISH DIRECT INVESTMENTS 
IN CANADIAN BRANCHES, SUBSIDIARIES AND OTHER COMPANIES 
CONTROLLED IN THE UNITED KINGDOM, END OF 1939 AND 1947 

(Millions of dollars) 

Value of Investments I Number 

Concerns 
of Kind of Business 	

1939 	1947 	1946 

Manufacturing ............................. 152.9 173.1 135 
1 17.9 13 

Railways and public utilities .................. 
. 

19.9 

18.0 6 
Merchandising ............................. 523 132 

Mining and smelting ..................... ....29 

Financial .................................. 

.. 

92.1 138 
Miscellaneous .............................. 

.15.3 

.455 

.. 
3.2 4.1 19 

Total Direct Investment ...................... 

... 

365.9 357.5 443 

The value of British portfolio holdings of Canadian stock at the end 
of 1946 was higher than at the beginning of the war despite the consistent 
Canadian repurchases since then. In 1939 the book value of holdings of 
stocks of Canadian controlled companies was $660 million compared with 
$675 million in 1946. The increase in book values is due to substantial 
reirivestments of earnings as the number of shares held has been reduced 
appreciably during this period. 

The statistics of British portfolio investments described above include 
indeterminable amounts of Canadian securities held by nominees in the 
United Kingdom but beneficially owned elsewhere. 

Besides the portfolio holdings of bonds already described there were 
some investments of a portfolio type included among the miscellaneous 
investments of $75 million in 1946; some investments through estates and 
trusts and non-resident owned investment companies of a portfolio 
character are included in this group. 

British direct investments in branches, subsidiaries, and controlled 
companies at the end of 1946 had a book value of $355 million. The 
valuation on this basis however, was appreciably less than the market 
values in the case of some public issues of stock of British controlled com-
panies quoted on Canadian stock exchanges. The total investment in 

91 



British controlled companies also excludes some important minority 
investments by British companies in Canadian companies which are 
classified as controlled in the United States. If investments of this type 
were included among those classified as British direct investments there 
would be a further substantial increase in the total of British direct invest-
ments in the mining and smelting and chemical corporations. If all of 
these types of investment are regarded as belonging to the direct invest-
ment category British direct investment would have had a book value of 
around $400 million or a market value of well over $500 million at the 
end of 1946. 

INVESTMENTS FROM OTHER COUNTRIES 

Investments of capital inCanada from countries other than the United 
Kingdom and the United States have never been more than a minor part 
of the total non-resident investment. Furthermore being chiefly scattered 
portfolio investments they have had a smaller relative effect on Canadian 
development than have investments from the two countries which have 
contributed the major part of external capital. 

Investments in Canada which can be identified as held in other 
countries amounted to about $353 million in 1946 compared with about 
$286 million in 1939 and $170 million in 1926. In addition there are 
indeterminable amounts of total investments shown as held in the United 
States and United Kingdom which are beneficially owned elsewhere, the 
securuties often being held by nominees in London or New York. Many 
of the securities held are Canadian issues which were originally floated 
in capital markets in those centres. In only a few relatively minor instances 
have Canadian issues been placed directly abroad in countries other than 
the United States and the United Kingdom. A considerable part of the 
growth in investments occurred in the years immediately before the recent 
war when there was a flight of capital from Europe to America. The rise 
since the beginning of the war represents reinvestments of earnings in 
most cases as many of the investments were owned in the countries of 
Western Europe with which communications were cut off during the war-
time period. Other increases arise from new investments of capital from 
Latin America and other countries which were neutral during the war. 

Portfolio investments constituted about $217 million of the total in 
1946 divided fairly evenly between bonds and stocks. Holdings of bonds 
amounted to $107 million exclusive of $11 million of issues included in the 
direct investment group. About half of these holdings were in govern-
ment issues many of which were acquired during the war with the rein-
vestment of earnings. Railway bonds make up the largest part of the 
remainder. Most of the holdings of $110 million of stock were issues of 
Canadian controlled companies, $94 million being in this group, an amount 
which was distributed among a considerable variety of issues in most 
groups of industry. The remainder was made up of stock issues of 
Canadian companies controlled in the United States and the United King-
dom. Direct investments in Canadian branches, subsidiaries, and con-
trolled companies had a book value of $63 million in 1946, about $41 
million being in financial companies and $11 million in manufacturing 
concerns. Other corporation assets had a value of $6 million and mis-
cellaneous investments estimated at $67 million were chiefly made up of 
Canadian assets of investment companies and other investments held by 
Canadian nominees for residents of other countries. 
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CANADIAN ASSETS ABROAD 
The composition of Canadian assets abroad is quite diverse. The 

outstanding feature in recent years has been the rapid rise in the amount 
of loans and credits extended to overseas governments by the Canadian 
Government. The other large official element in the assets, the official 
reserves in gold and foreign currencies, has also become very prominent 
and variable. Privately owned investments by Canadians abroad in 
direct and portfolio investments have on the other hand been more stable 
in total value but by the end of 1947 these only made up a little more than 
one-third of the total of Canadian assets abroad whereas in 1939 they 
constituted much the largest part of the total. Gross external assets had 
a value in 1939 of $1,876 million compared with $3,728 million in 1947 
and possibly more than $4,275 million in 1948. 

Loans and export credits to the United Kingdom and other overseas 
countries by the Canadian Government have risen from $31 million at 
the beginning of the recent war to $1,816 million in 1947 and an estimated 
$1,878 million by the end of 1948. The composition of these is shown in 
Statement 22. In recent years the war and post-war loans to the United 
Kingdom made up the major part of the total with post-war export credits 
to other overseas countries constituting most of the remainder. 

STATEMENT 21—SUMMARY--CANADIAN INVESTMENTS AND OTHER 
ASSETS ABROAD, SELECTED YEAR-ENDS 1926-1948 (EXCLUDING 

INVESTMENTS OF INSURANCE COMPANIES) 
(Millions of Canadian dollars) 

Item 1926 1930 1939 1945 1946 1947 1948 

Direct 	and 	Portfolio 	Invest- 
ments .................... 890 1,232 1,390 1,341 1,323 1,401 () 

36 

. 

31 31 707 1,362 1,816 1,878 Government Credits ........... 

Net External Assets of Canadian 
Banks .................... 370 180 () () (I) (I) (1) 

Official 	Balances in Foreign 
Exchange and Gold ........ (1) 

.. 

(1) 455 1,667 1,251 511 998 

Total, Canadian Assets Abroad 1,296 

.. 

1,443 1,876 3,71 3,936 3,728 (1) 

() Not available. 
N.B.—For further detail see Tables XLII, XLIII, and XLIV and Statements 7 and 22. 

The variations in the level of official holdings of gold and foreign 
currencies by the Canadian Government have affected materially the 
annual totals of Canadian external assets. The year end peak in these 
was reached in 1945 when the total was $1,667 million in terms of Canadian 
dollars including some relatively small holdings of sterling exchange, 
compared with $444 million at the end of 1939. But by the end of 1947 
the official holdings of gold and United States dollars had declined to 
$502 million, to be followed by a substantial accretion again in 1948 
when the holdings of gold and United States dollars by the year end had 
risen to $998 million. Holdings of gold are included as a foreign asset 
as they represent part of Canada's official reserves of convertible exchange, 
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being a potential source of United States funds. At the end of 1947 the 
holdings of gold constituted close to $287 million of the total official 
reserves. Part of the reduction in the official reserves in 1947 was due 
to Canada's subscription in gold to the International Monetary Fund of $74 
million in that year. Canada's total subscription to the International 
Monetary Fund in Canadian currency notes and deposits as well as in 
gold amounted to $300 million by the end of 1947, and the subscription 
to the capital of the International Bank by the same date aggregated $65 
million. 

STATEMENT 22—LOANS AND ADVANCES BY THE CANADIAN 
GOVERNMENT TO OTHER COUNTRIES OUTSTANDING 

AS AT DECEMBER 31, 1939, 1945-1948 
(Millions of dollars) 

Total I Loans 
Items I Author- 

I jzed 
I Origin. 

ally 

Amounts Outstanding December 31 

1939 I 1945 1 1946 1 1947 1 1948(2) 

Post War Loans and Advances 
Export Credits (1) 

- 104-6 314.3 454-3 527.9 

Loan to United Kingdom... 

.594•5 

.. 250.0 - - 540.0 963.0 1,0150 

Other Loans 
Loan to United Kingdom in 

1942 ................. 700.0 - 561.3 471.9 367.9 304-1 

Wheat loan to U.S.S.R 10.0 - 10-0 50 - - 

Loans made after War of 
1914-1918 	to 	Greece 
andRoumania 31.0 31.0 31.0 31.0 310 

31.0 706-9 1,362.2 1,816.2 1,878-0 

(I) Net amounts outstanding include interim advances as well as drawings on Export 
Credit loans less repayments of interim advances and loans. All advances had been repaid 
by December 31, 1947, with the exception of $8 8 million to the U.S. SR. For details of loans 
and drawings by countries see statement 7. Interest which has been funded is excluded, 
estimated at $19.5 million at the end of 1948. 

(2) Subject to revision. 

The total of private investments abroad has been relatively stable 
between 1939 and 1947, aggregating $1,390 million and $1,401 million in 
these respective years. But during the same period significant changes 
have occurred in the composition of these investments. Direct invest-
ments abroad by Canadian business concerns amounted to $822 million 
in 1947 compared with $671 million in 1939, while portfolio holdings of 
foreign securities by Canadian individuals and companies have declined 
in value from $719 million in 1939 to $579 million in 1947. Most of the 
private investments are in the United States, direct and portfolio investments 
there amounting to $897 million in 1947, a total not much less than in 
1939 although appreciably different in composition because of the 
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offsetting trends in the direct and portfolio groups. Investments elsewhere 
were slightly higher in value than in 1939: those in other foreign countries 
amounting to $307 million in 1947 while investments in the United King-
dom were $116 million and in other Empire countries were $81 million. 
Not included in these totals of private investments are the investments 
abroad of Canadian insurance companies and banks. Also excluded are 
relatively small amounts of miscellaneous assets such as real estate which 
are not represented by securities and which are difficult to evaluate. 

Portfolio holdings of foreign securities by Canadians were less in 
1947 than at the beginning of the war because of the continual liquidation 
of these since the introduction of restrictions upon the export of capital 
imposed by exchange control. The reduction in the volume of holdings 
has been greater than appears from the change in the total value as the 
book value of foreign securities still held has increased appreciably since 
1939 due mainly to reinvestments of earnings by United States companies. 
Of the total value of portfolio holdings of $579 million in 1947 about $426 
million was made up by the book value of holdings of stocks of foreign 
companies while holdings of foreign bonds had a par value of approxi-
mately $153 million. United States securities constituted $366 million 
of the total, United Kingdom securities $52 million, securities of other 
British countries $18 million and all other foreign securities $143 million. 

In the case of investments in the United States a great variety of 
United States stocks and bonds are held although holdings of a relatively 
small number of issues of prominent United States corporations constitute 
a large part of the total. A detailed analysis of the holdings is available 
for 1939 when a declaration of Canadian holdings was required by the 
Foreign Exchange Control Board. This analysis showed that about 70 
per cent of the total of $380 million of United States stock was made up of 
industrial and commercial issues and 15 per cent was in public utility issues 
other than railroads. The remainder was distributed in smaller totals 
among railroads, mines, financial and other companies. A calculation 
of the book value of the major part of the stocks held in 1939 shows an 
increase of approximately 33 per cent in this valuation by 1947 while 
market values were up by over 40 per cent at the end of 1947. 

British securities are widely held in Canada but in relatively small 
amounts. While a great variety of issues are owned in Canada there is 
some concentration in holdings of certain issues of the United Kingdom 
Government. Canadian holdings of other foreign securities have not 
been as great in recent years as formerly. A considerable part of the 
total of $110 million in stocks of foreign companies shown as held in 1947 
is in a few issues of companies operating public utilities or engaged in 
petroleum production in Latin America. Holdings of Latin American 
and European bonds, which make up most of the estimated $33 million 
of bonds of other foreign countries held in 1947, are widely scattered. 

Some Canadian direct investments abroad are of long standing. 
Other important new investments have been made in recent decades, and 
the total capital invested has shown a steady expansion. The investment 
in all countries has more than doubled during the last two decades, having 
increased from $397 million in 1926 to $822 million in 1947. About 
two-thirds of the investment is in the United States and a substantial part 
of this is made up of the investments of Canadian railways in the United 
States which resulted from their extensions into that country in the nine-
teenth and early twentieth centuries in order to obtain direct routes or 
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access to United States cities or other outlets. Other extensions of Can-
adian industry abroad have been for the acquisition of wider markets 
through exports. The development of Canadian businesses in the United 
States is a natural line of expansion for many concerns looking for a higher 
output and a wider field for growth. These developments have often 
been affected by tariffs in countries abroad. The acquisition of sources 
of raw materials, fuel, or other supplies required by Canadian industries 
has provided another reason for expansion outside of Canada. In other 
cases opportunities for special types of development, as in the mining 
field, attracted Canadian enterprise to invest abroad. 

While the most typical direct investments abroad are through the 
establishment of foreign subsidiary companies, in some cases branches 
of Canadian companies are the channel of investment. In important 
instances the investment abroad has been in companies of Canadian 
incorporation whose principal activities are outside of Canada. Many 
Canadian companies establishing direct investments abroad are in turn 
partly owned or are controlled by non-resident interests. There is 
consequently a non-resident equity in many of the Canadian direct invest-
ments abroad. Often the investments when originally made were for the 
most part investments of foreign capital through a Canadian intermediary. 
The accompanying statistics of Canadian direct investments abroad include 
investments by Canadian companies regardless of the beneficial ownership 
of these companies. Consequently it should be noted that the amount of 
investment in which there is a clear Canadian beneficial ownership would 
be considerably less than the total of all direct investments by Canadian 
companies. 

Of the total Canadian direct investments abroad of $822 million in 
1947 about one-half was in industrial and commercial establishments. 
Most of the remainder was in railways in the United States and public 
utilities in the West Indies and South America with substantial invest-
ments in mining and in petroleum fields in the United States, South 
America, and elsewhere. The principal growth in the value of invest-
ments since 1939 has been in the industrial and commercial field. There 
has also been an appreciable expansion in mining and petroleum. This 
growth has occurred through reinvestments of earnings as well as by 
exports of capital permitted by the Foreign Exchange Control Board for 
certain types of business developments abroad in recent years. 

Direct investments in the United States of $531 million in 1947 were 
chiefly in railways and in manufacturing with some important undertakings 
in mining and petroleum developments. The book value of investments 
in railways in the United States is high in relation to earnings whereas 
the opposite is generally the case in the other fields of investment in that 
country. Many types of industry make up the total in the industrial and 
commercial field but outstanding among these are distilleries. In the 
United Kingdom most of the direct investments are in the industrial and 
commercial field whereas in other British countries investments in mining 
and petroleum are substantial as well as in manufacturing with some 
investments in public utilities. A considerable amount of the investments 
in British countries is made up of investments by companies in which there 
is a substantial non-Canadian interest. The non-Canadian interest in 
investments in other foreign countries is also large, particularly in the 
petroleum field which is the most important group. Investments in public 
utilities and industrial and commercial establishments are also prominent 
in other foreign countries as shown in Table XLIII. 
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STATEMENT 23—CANADIAN LIFE INSURANCE COMPANIES, 
LIABILITIES AND ASSETS OUTSIDE OF CANADA, 

SELECTED YEAR ENDS, 1926-1945 
(Millions of dollars) 

y ear Total Liabilities 
Outside of Canada 

Total Assets 
Outside of Canada 

1926 ....................................... 321•9 237-3 
1930 ....................................... 607.6 484.3 
1937 ....................................... 941.5 

.. 

673.6 
1938 ....................................... 752.9 
1939 ....................................... .1,045.6 

. 

8352 
1940 ....................................... 840.7 
1941 ....................................... 

.. 

910.1 
1942 ....................................... 

.004.6 

984.7 
1943 ................... 	. 	................... 

.1,092.3 

.l,146•0 

1,086.9 
1944 ....................................... 

.1,2084 

.1,281.2 
1,199-0 

1945 ....................................... . 
.1,364.7 

1,491•0 1,401.4 

The external assets of Canadian banks and insurance companies 
have been excluded from totals of Canadian investments abroad as these 
assets must be considered in relation to the external liabilities of the same 
concerns arising from their business outside of Canada. Canadian insur-
ance companies have large holdings of British, United States and foreign 
securities but because of the fiduciary nature of the position the liabilities 
to the policyholders must be considered. Total liabilities outside of 
Canada exceed total assets outside of Canada. This is possible because the 
assets underlying the reserve funds need not all be held in foreign securi-
ties. The trend in the external assets and liabilities of Canadian life 
insurance companies is shown in Statement 23. The net liabilities abroad 
have been reduced materially in recent years even though the gross 
liabilities have continued to grow. In 1945 net liabilities outside of 
Canada amounted to $896 million compared with $2104 million in 
1939. An analysis of the assets outside of Canada, presented in Statement 
24 for 1945, shows the importance of British and United States securities 
in the total. While the figures showing the distribution of securities are 
based upon the countries in which the securities are held it is probable 
that the nationalities of the securities at that time coincided in general 
with the countries in which the assets were held. There would in any 
case be a generally close agreement between the currencies in which the 
securities were payable and the countries in which they were held. 

The relative distribution of assets and liabilities of insurance companies 
in some countries and currency areas has customarily varied considerably. 
In the United States, for example, assets have usually exceeded liabilities 
whereas in the United Kingdom and some other areas the reverse has 
normally been the case. The relative mobility and liquidity of many of 
the assets make this possible. Because of this situation and the limited 
significance in the distribution of insurance assets by countries, figures 
on insurance companies' investments have not been included in the 
statements of Canadian investments abroad. Some important changes 
have occurred in the extent to which liabilities in different currencies have 
been covered. Assets payable in United States dollars exceeded liabilities 
in United States currency by over $60 million in 1946 while with the 

97 
25299-7 



United Kingdom and some other areas the reverse was the case. At that 
time liabilities in sterling exceeded sterling assets by about $35 million. 
The same tendency was evident in the liabilities and assets in other 
sterling area countries. Liabilities exceeded assets by an appreciable 
extent in such countries as India, the British West Indies, and the Union 
of South Africa. In 1939 there were similar variations in the extent to 
which liabilities in the different currency areas were covered. At that 
time both the surplus of United States dollar assets and the excess of 
liabilities in sterling were greater than was the case in 1946. These 
unbalanced relationships between assets and liabilities were greatly 
reduced during the latter part of the war. 

STATEMENT 24—ANALYSIS OF THE ASSETS OUTSIDE OF CANADA 
OF CANADIAN LIFE INSURANCE COMPANIES, END OF 1945 

(Millions of dollars) 

TYPE OF ASSET 

Securities Held in: 
United 	Kingdom ............................................. 354. 1 
Other British Countries ........................................ 1 102 
United 	States ................................................. 744.0 
Latin 	America ............................................... 17.8 
Other Countries ............................................. 135 

Total 	Securities .................................................. 1,2396 

Loans on policies ......................................................... 68.3 
Mortgage 	Loans .......................................................... 228 
Cash ................................................................... 27•8 
Real Estate (unencumbered) ............................................... 1.9 
All other Ledger Assets ................................................... 23 
Non-ledger Assets ........................................................ 38.7 

Total Assets Outside of Canada .................................... 1,4014 

The Canadian chartered banks operate numerous branches and 
agencies outside of Canada, there being 133 in 1946. These were located 
in the United Kingdom, the United States, France, Newfoundland, the 
British West Indies, Cuba, and various other Latin American countries. 
The extent of the external assets and liabilities arising out of this business 
is indicated in certain items of the monthly public returns of the chartered 
banks although the business of foreign branches cannot be exactly 
segregated from the items shown. The chief item of external liabilities, 
deposits abroad, aggregated $823 million in September 1948 but this 
item includes all deposits in foreign currencies in Canada as well as 
deposits with branches abroad. Among the external assets at the same 
date were current and call loans of $244 million and $70 million respect-
ively, $256 million of foreign government securities, and $124 million 
in foreign currencies and gold. In addition there were deposits with 
other banks and amounts due to banks abroad as well as certain other 
external items not shown in the statements. 
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Part II 
Sources of Information and Statistical Methods 

I INTRODUCTION 

Investigations of the Canadian balance of payments were commenced 
in the Dominion Bureau of Statistics about 1926. At the same time 
estimates were made of foreign investments in Canada and Canadian 
investments abroad, as the existence of a large balance of Canadian 
indebtedness to other countries was an important influence upon the 
balance of payments. This early beginning of the official study of the 
Canadian balance of payments was supplemented by special studies in 
the Bureau which were made during certain periods by economists from 
the universities. As the framework of Canadian statistics was developed 
during the first decade of the interwar period a more satisfactory basis of 
covering or estimating the different aspects of Canada's international 
accounts became possible. At first mere estimates of many groups of 
transactions were all that could be made but later records based on 
compilations were established and extended, bringing more of the field 
within the compass of more accurate knowledge. 

About the end of the first decade of the interwar period it was possible 
to begin building up a permanent staff in the Internal Trade Branch con-
centrating on balance of payments statistics. The demand for balance 
of payments information was greatly increased during the depression and 
the period of exchange depreciation and stringency. During this period 
the staff in the Bureau was enlarged and the area of the balance of pay-
ments covered by records or by factual data which could be used as the 
basis of estimating was extended. By the middle of the decade before 
the war there was a large enough staff available exclusively for balance of 
payments work to permit the building up of extensive records of invest-
ments and financial transactions. During the 1930's information was 
obtained from thousands of commercial, industrial and financial firms in 
Canada for the period from 1926 on, covering many of the financial trans-
actions of business firms which are of importance in both the current and 
capital account of the Canadian balance of payments. As these records 
were not obtained for the years prior to 1926 the construction of comparable 
balance of payments statements before that period is largely precluded. 
Many important groups of transactions could only be estimated by pro-
jecting backwards trends known to have been in existence from 1926 on. 
Consequently estimates for the period prior to 1926 are not among the 
official statistics included here. 

The development of improved techniques and more complete records 
went on progressively during the 1930's and by the beginning of the war 
most of the important types of transaction and channels through which 
Canada's international transactions flow had been carefully investigated. 
A description of the methods employed during the prewar period is 
presented in the report The Canadian Balance of International Payments, 
A Study of Methods and Results, published in 1939. This report describes 
early techniques as well as developments which had taken place before 
1939. Generally the trend before the recent war was to substitute direct 
primary statistical returns for estimates derived from secondary data. 
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Some important developments which really belong to the same period of 
estimating and improving records occurred in 1940 when the basis of 
valuing exports and imports of merchandise was improved as a result of 
the investigation of an Interdepartmental Committee on trade statistics. 
As a result of the committee's recommendations, some sharpening up of 
information on the valuations in Canadian external trade was achieved. 
In the case of imports an analysis of customs import forms was obtained 
which showed the extent of overvaluations arising from the official power 
of imposing arbitrary valuations for customs purposes. At the same time 
a more clearly defined basis of export values was introduced on the export 
forms removing some of the ambiguity and inaccurate reporting which 
had existed formerly. In 1940 also very marked improvements were 
made in the collection of tourist statistics. As the result of the Inter-
departmental Committee's investigations, new, more complete and uniform 
data were collected by customs and immigration officers and compiled 
by the Internal Trade Branch until the dissolution of that branch in 1943. 
Thereafter the former duties of that branch in the fields of international 
payments and investments were assumed by the International Payments 
Branch created in 1943. 

As the war developed and intergovernmental transactions assumed a 
dominating importance in the balance of payments, entirely new problems 
arose giving rise to the development of new techniques to meet changing 
situations. The Canadian exchange situation and problems of financing 
Allied expenditures in Canada led to a different framework in Canada's 
international accounts. With the end of sterling convertibility in 1939 
it became necessary to prepare two sets of balance of payments state-
ments: statements covering transactions with the sterling area as distinct 
from statements covering transactions with the United States and other 
countries with which trade was carried on in convertible exchange. These 
bilateral statements made it necessary to follow different statistical pro-
cedures, giving special attention to the currencies involved. 

As a result of the establishment of foreign exchange control in Canada 
it became possible to obtain a great deal of information from the Foreign 
Exchange Control Board through the analysis of exchange transactions. 
This analysis also assisted in preparing bilateral statements of Canada's 
transactions with the two major currency areas. Close liaisons were 
established between the Bureau and the Board from its inception. With 
new sources of information it was necessary to develop new techniques, 
particularly in covering many types of service transactions and in the 
recording of capital movements. Contrary to the popular opinion, how-
ever, it is not possible to construct conventional balance- of payments 
statements exclusively from data on foreign exchange transfers. One 
reason for this arises from the extent to which purchases and sales of 
exchange represent net transfers of funds arising out of large gross 
exchanges of goods and services. The balance of payments statements 
are concerned with the gross exchange of goods and services. But many 
large companies carrying on extensive international trade, or having 
international operations through branches and subsidiaries abroad, 
maintain foreign currency bank accounts and inter-company accounts 
through which a very large volume of transactions are offset. That is, 
imports of goods and services are offset against exports of goods and 
services and the only exchange transactions taking place are the transfers 
of surpluses from the accounts abroad or to these accounts for the purpose 
of building them up or feeding them. 
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Another reason lies in the fact that the payments for merchandise 
and transportation, as actually made by transfers of foreign exchange, cover 
the settlement according to the terms of sale of the commodities. Conse-
quently they represent a mixture of terms of sale including c.i.f. shipments 
and f.o.b. shipments either at the factory or ocean port or some variation 
or combination of such terms of sale. It is therefore impossible to deter-
mine the value of exports or imports of merchandise as distinct from cer-
tain of the costs of services, like transportation and insurance, related to 
the sale of goods. 

Moreover, balance of payments statements have customarily been 
constructed on the transactions principle, that is, they aim at recording 
international dealings in goods and services at the time at which the 
transaction took place on some uniform basis rather than at the time when 
payment was made. This principle has been followed in the compilation 
of the balance of payments statements of many countries and it is the 
principle which has been recommended both in the report of the com-
mittee of statistical experts onbalance of payments statistics of the Economic 
and Financial section of the League of Nations as well as by the Research 
Department of the International Monetary Fund. In following the trans-
actions principle it is therefore necessary to use statistics of merchandise 
exports and imports as far as is possible. While it is often necessary to 
adapt these to balance of payments purposes they are nevertheless the 
basic records employed in covering international exchanges of merchan-
dise. They have the additional value of being generally based upon 
consistent valuation principles which are of important significance in 
constructing statements of the international transportation account. 

The foregoing observations on the handling of merchandise trans-
actions in the balance of payments reveals why exchange control data 
should not be employed for this purpose. But these data are a very 
valuable source of information on many of the service transactions which 
take place. The existence of these new data has made it possible to 
develop new techniques in estimating many miscellaneous current trans-
actions. In covering these transactions, however, it is necessary to 
investigate closely the general economic background since the exchange 
data are influenced by the financial channels through which payments for 
certain typos of services take place. In the case of transactions with the 
United States for instance, some services are customarily settled in Can-
adian dollars, others in United States dollars. Consequently, it is neces-
sary to investigate these transactions in two currencies. Other service 
transactions may be settled through foreign currency or inter-company 
accounts of the Canadian companies under permit, or it may be that the 
customary size of payments of certain types of service is not large enough 
to require a separate foreign exchange permit. Usually there has been no 
complete analysis available for such sundry transactions as they are 
settled in large bulk totals. In the case of some types of current transaction 
information from the analysis of exchange transactions is supplemented 
by data from other sources. 

On the other hand some important groups of service transactions 
are best calculated from other sources of information than the analysis 
of exchange transactions. Examples of these are provided by freight and 
shipping transactions and the international tourist trade. As already 
pointed out, a clear cut measure of the international exchange of 
transportation services cannot be obtained from exchange transactions 
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because the terms of sale of merchandise often include some transportation. 
Consequently the international exchange of these services must be 
measured by other means for use in the balance of payments statements 
where the merchandise item is entered at a consistent basis of valuation. 
Likewise with the tourist trade, expenditures are calculated from records 
of traffic, and from data on expenditures collected in various degrees of 
completeness for the different classes of traffic. At the same time data 
from exchange sources related to services of this kind are also analyzed 
for the additional information which they may throw upon aspects of 
these transactions and upon the currencies involved. 

Capital movements are a group of transactions which for the most part 
lend themselves well to measurement by data from exchange control 
sources. Many types of capital movement have only been allowed under 
permit, making measurement simple. Other types of sporadic capital 
transactions are readily covered in an analysis of exchange transactions 
when there are no exemptions from the use of forms in effect. At the same 
time other kinds of capital movement, like short term changes in position 
still present major problems of measurement and entail the use of a variety 
of sources of information. In general the new facilities for measuring 
capital movements which have been developed since the introduction of 
exchange control have made possible significant improvements in the 
methods of estimating certain kinds of capital transaction. 

Another important development in techniques during the wartime 
period arose out of the financing of some of the large shipments of war 
supplies between Canada and Allied countries. Because of the dominat-
ing size of the transactions and the large divergencies between the time 
of payment and physical shipment, uncertainties as to price and valuation, 
and the varieties of destinations to which shipments on account of Allied 
governments were sent it became necessary for balance of payments 
purposes to employ other data than the physical movement of goods. 
These highly abnormal movements did not bear a close enough relation-
ship to the financial transactions accompanying them to serve the pur-
poses of balance of payments statements which were concerned to an 
important extent during this period with the financial problems associated 
with the gaps in the international accounts arising out of the abnormal 
flows of war supplies and other goods. Consequently, financial data on 
intergovernmental receipts and payments were substituted for physical 
movements in the case of a great variety of commodity movements on 
government account during some of the wartime years. The problems 
associated with these transactions are discussed at greater length in the 
section on merchandise trade. The techniques followed had to be 
flexible and changed from time to time but the problems encountered 
were largely removed at the close of the war when the abnormal shipments 
terminated. 

A summary of the more important instances where revisions have 
been made in recent years in statements for prewar years is shown below. 
Most of these revisions for the period from 1926 to 1936 first appeared in 
the Canadian Balance of International Payments 1926 to 1944, published 
in 1945. Comparable revisions for the years 1937 to 1939 appeared at 
various times in earlier reports during the war years. The revisions of 
the item covering capital movements arising from the trade in outstanding 
securities in the years 1926 to 1932 were first published in the report 
Canadian Balance of International Payments 1946, published in 1947. 
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List of Revisions- 
Merchandise Trade- 

(a) Exports; the estimated effects of diversions of wheat to other 
countries which were originally recorded as exported to the 
United Kingdom up to 1937. 

(b) Imports; adjustments for official over-valuations including the 
over-valuation of distilled spirits from the United Kingdom as 
well as other arbitrary values. 

Tourist Trade--The revised estimates for the complete period were made 
possible by the new more comprehensive data first collected in 
1940 and 1941, and described at greater length elsewhere. 

Interest and Dividend Receipts—Adjustments have been made arising 
out of revised estimates of Canadian holdings of foreign securities. 

Other Current Transactions- 
(a) Miscellaneous income; estimates of these types of income receipts 

and payments have been included in this group of transactions. 
These estimates have been based on data becoming available 
through the exchange analysis of recent years and have been 
roughly projected backwards. 

(b) Immigrant remittances. These have been increased in certain 
earlier years. 

(c) Services. Certain service transactions reported before the war 
by branches and subsidiaries of foreign companies have been 
transferred from the item covering net inter-company transactions 
of these companies which was originally included in the capital 
account. 

Capital Account-- 
(a) Revised estimates have been made of capital movements arising 

from the trade in outstanding securities in the years 1926 to 1932 
prior to the introduction of the regular monthly statistics on this 
trade. These transactions for this earlier period are now taken 
as being indicated by the residual balancing item of the accounts. 
The resulting figures are not widely different from estimates made 
on the basis of a new study of the capital movements during 
this earlier period although actual data available are often 
incomplete. 

(b) The transfer to the current account of certain current items form-
erly consolidated in the item covering direct investments in the 
capital account. 
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Il—MERCHANDISE EXPORTS AND IMPORTS 
External merchandise trade has been the most important single ele-

ment entering into the Canadian balance of international payments. 
The volume of merchandise and the net commodity movements which 
often change rapidly are of decisive importance to the balance of pay-
ments. Statistics of Canada's commodity trade are prepared and pub-
lished by the External Trade Section of the Bureau and are available in 
extensive detail by commodities and by countries. While the trade 
figures generally reflect the international receipts and payments which 
arise from the commodity movements there are certain adjustments 
necessary when these statistics are used for balance of payments purposes. 
These adjustments arise out of the effects of administrative factors and 
out of special situations connected with some types of commodity movement. 
The importance of the latter has varied during different periods with the 
changing background of international commerce. 

Among the administrative factors are the statutory basis of valuations 
adopted in Canadian external trade statistics and various arbitrary valua-
lions of imports which have arisen in different periods from the administra. 
lion of the Customs Act. Canadian trade statistics, both exports and 
imports, generally exclude all items of freight and other related handling 
charges. They are, therefore, representative of the value of the corn-
modifies exchanged exclusive of the international costs of delivering 
them. Consequently in the balance of payments statements which use 
merchandise statistics as the basic source of information on the purchase 
and sale of commodities, it is necessary to cover the international exchanges 
of freight and other transportation services in a special item. The con-
struction of this latter item has accordingly been influenced by the valua-
tions employed in Canadian trade statistics. 

ADJUSTMENTS TO IMPORTS 
In the case of imports the value of merchandise imported into Canada 

for Customs entry purposes is the "fair market value or price thereof when 
sold for home consumption in the principal markets of the country from 
which, and at the time when, the merchandise was exported directly to 
Canada." The valuations therefore exclude the cost of freight and other 
services of carrying the merchandise to the Canadian border or port of 
entry. While this is the general basis of valuation, there have been in 
certain periods arbitrary powers allotted to Customs officers permitting 
the establishment of arbitrary values for collecting duties. Although these 
arbitrary values affected only a minor part of the total of imports the amount 
of the error introduced into imports was substantial in some periods when 
dumping duties and other sources of arbitrary values were of importance. 

In other periods there have been important disparities between the 
import valuations as recorded and the actual cost of paying for the im-
ported merchandise due to the use of arbitrary exchange rates. During 
the period after 1931 currencies which had depreciated in terms of the 
Canadian dollar experienced a competitive advantage in relation to the 
customs tariff and to counteract this, special currency values for duty 
purposes were proclaimed by order in council for many countries with 
depreciated currency, although not for all. 

Before the war it was possible to make adjustments for some types of 
deviation between the declared import values and the actual commercial 
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values. These were cases where the circumstances were clearly ascer 
tamable and where an adjustment could be calculated satisfactorily as, 
for example, during the period following 1931 when sterling was 
depreciated and imports from the United Kingdom were valued at par. 

Another important source of overvaluation of Canadian imports 
occurred during the period from 1921 to 1935 when Canadian imports 
of distilled spirits from the United Kingdom included the value of British 
internal taxes on the grounds that the fair market value of the distilled 
spirits in the United Kingdom was the British price which included these 
internal taxes. Adjustments for the amount of these British taxes included 
in the value of Canadian imports were made by substituting the British 
export value of the shipments, the difference between these values and 
the Canadian imports being made up of the internal taxes which were not 
levied on Canadian importers. These adjustments were carried back for 
the period to 1926 in the estimates of the balance of payments with the 
United Kingdom as revised in 1944. The amount of the adjustment in 
some years was quite substantial. It amounted to more than $27 million 
in 1929, for example, when imports of distilled spirits were close to their 
peak. 

But other types of overvaluation could not be corrected on the basis 
of any simple formula. An example is the overvaluation which resulted 
from the arbitrary powers which were vested with the Department of 
National Revenue under the dumping clauses of the Customs Act. While 
it was believed that substantial overvaluations arose from the adminis-
tration of this part of the Act the amount of overvaluation in cases of 
different commodities varied with the circumstances. It was only after 
a special calculation of overvaluations of import entries was made as a 
result of investigations of the Interdepartmental Committee on trade statis-
tics in 1940 which has already been ref errect to, that it became possible to 
adjust the import totals for the effects of arbitrary valuations. After the 
exact amount of overvaluation was obtained for an extended period adjust-
ments were made to the value of imports in earlier years during which the 
arbitrary powers were known to have been exercised. While considerable 
elements of estimation and judgment necessarily accompanied the pro. 
jection of this type of adjustment back into the prewar years the resulting 
figures should be much more realistic than the unadjusted totals. For a 
period during and following the recent war these arbitrary valuations 
disappeared with the suspension, for price control reasons, of certain 
orders in council which had formerly been the basis of the arbitrary 
powers. 

The other more normal adjustments to imports have been the deduc-
tion of non-commercial transactions like settlers' effects, bequests, trophies 
won in competitions, etc. Other normal adjustments are the deduction of 
recorded imports of certain items which are covered by expenditures 
included in other items of the balance of payments such as tourist purchases, 
advertising materials, and motion picture films which are paid for on a 
royalty or rental basis. Since 1940 imports from Newfoundland have also 
been deducted because of the special treatment of Newfoundland trans-
actions described under "Miscellaneous Current Transactions". Other 
deductions include special imports on government account which do not 
give rise to any direct international settlements. These may arise out of 
a great variety of situations. The most important instances occurred 
during the recent war and some examples in that period are described 
later. 
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A summary of the adjustments to recorded statistics of Canadian 
imports in 1947 is shown in the accompanying statement. 

STATEMENT 25—ADJUSTMENTS TO COMMODITY TRADE-1947 

(Millions of 
DEDUCTIONS FROM IMPORTS dollars) 

1. Newfoundland.......................... -  9.4 
2. Identified tourist imports ................. - 15.8 
3. Property of foreign governments.......... -  4.7 
4. Property of Canadian government........ -  4.2 
5. Rate spread on imports .................. - 11.6 
6. Settlers' 	effects......................... -10.9 
7. All other net adjustments................ -  7.4 

—64.0 
8. Net warehousing....................... +25.0 

Net deductions........................-39.0 

The adjustment shown in Item 5 of the Statement for the rate spread 
on imports has arisen since the introduction of Canadian exchange 
control. In the import statistics foreign currencies are converted into 
Canadian dollars by valuing them at the selling rate of the Foreign 
Exchange Control Board, e.g. in the case of imports from the United 
States at $1.005. The normal commission of the Board is, therefore, 
included in this valuation. As this is an internal item the amount of the 
resulting over-valuation from the point of view of international payments 
is calculated and deducted. 

The net change during the year in the value of goods in Canadian 
Customs warehouses is shown in item 8 as an addition to imports in the 
year. Increases in goods in these warehouses are normally the property 
of Canadian importers but the goods are not reflected in statistics of Can-
adian imports until withdrawn from the warehouses. Coal is an example 
of a commodity imported under these circumstances. For balance of 
payments purposes the time at which the goods are entered into the 
warehouses is taken as being more indicative of the time of the inter-
national transactions than the time when the goods are withdrawn from 
the warehouses and included in the import totals. 

Abnormal movements of commodities on government account have 
been referred to above. These were of exceptional size during certain 
periods of the recent war and special procedures had to be employed in 
dealing with them. In that period adjustments of this kind overshadowed 
the more normal deductions for non-commercial transactions and adminis-
trative overvaluations. But since the war these special adjustments on 
government account have receded in importance as the example for 1947 
indicates. The principal wartime imports which were deducted from 
recorded totals were imports into Canada of military equipment, aircraft, 
and war materials generally which were not on account of residents of 
Canada. Goods provided under United States Lend-Lease to the British 
and other governments for air training purposes in Canada and imports 
of components of equipment purchased by the British in the United States 
for use in production or air training in Canada were other examples of 



this type of situation. In addition, in the case of certain purchases in 
the United States by the Canadian Government of aircraft and military 
equipment for the Canadian Services, there were important differences 
between the time of importation of the equipment and the time when pay-
ments were made on account. When these purchases were being made 
under the Canpay procedure through official channels in the United 
States large lump sum payments were made on account in different years 
from the periods when the equipment was imported. In view of the size 
of the differences it was necessary to make adjustments to the imports 
in order to bring the timing of imports and payments more into conformity 
and to avoid, therefore, the introduction of entries reflecting abnormal 
changes in the accounts payable in the capital account. 

Another important adjustment of a temporary character to Canadian 
imports was the deduction in 1945 and 1946 of imports of aircraft and 
military equipment being returned to Canada from overseas establish-
ments in England by the Canadian Armed Services. These repatriations 
of equipment were readily identifiable as they were included in the item 
"Canadian Goods Returned". 

Another adjustment varying considerably in importance in different 
periods has been the addition of unrecorded imports of ships to the import 
totals. Certain types of vessel purchased by Canadian shipping companies 
are not entered through Canadian Customs and are, therefore, not included 
in the normally recorded statistics of imports, 

ADJUSTMENTS TO EXPORTS 
For a long period the prescribed value of exports of Canadian mer-

chandise was "The actual cost or value at the time of exportation at the 
points in Canada where consigned for export." In general this basis of 
valuation established the value of Canadian exports at the point of original 
shipment, although in some instances the goods were valued at the port 
of export and consequently included the cost of inland freight from the 
point of production in Canada. There were even some instances before 
the war when overseas freight was also included. But from 1940 on the 
value of exports has been defined more closely as follows: "The actual 
amount received or to be received in terms of Canadian dollars exclusive 
of freight, insurance, handling and other charges." This basis was 
introduced following the investigations of the Interdepartmental Committee 
on trade statistics. 

The principal problems connected with the normal commercial export 
of Canadian products arise out of the special circumstances connected 
with the shipment of some primary products. The grain trade with large 
shipments of Canadian wheat sold to overseas countries but warehoused 
temporarily in elevators in the United States presents special problems 
in itself. Other primary products like fish and lumber and certain 
agricultural products which are sold abroad in fluctuating markets or 
which are loaded for export in outlying points also provide difficulties in 
arriving at an accurate basis of valuation. 

A description of the important adjustments arising out of the wheat 
trade follows: 

(a) Adjustments to Recorded Exports of Wheat to End of 1937. 
Prior to the recent war interest in the geographical distribution of 

the Canadian balance of payments was not as great as it has become with 
the inconvertibility of sterling and the consequent division of the balance 
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of payments into currency areas. The new interest in currency areas 
made it necessary to review the prewar trade in order to adjust the recorded 
export figures to make them show more accurately the countries or areas 
actually purchasing Canadian commodities. The most important of these 
adjustments arises from the practice of recording exports of wheat. 

For a period of years, up until 1938, a great deal of wheat was shown 
as exported to the United Kingdom, although eventually it was diverted to 
other European destinations and sometimes to the United States. Fre-
quently the wheat was shipped "on orders" and the final destination was 
consequently not known at the time the ships left Canadian ports. Simil-
arly the large volume of Canadian wheat which is customarily stored in 
United States elevators, both at Lake ports like Buffalo and at ocean ports 
like New York, was shown as exported to the United Kingdom as a general 
practice because the final destination was not known at the time of ship-
ment. Much of this wheat was eventually sold to European purchasers 
although it was originally recorded as an export to the United Kingdom. 
A certain amount of the wheat was also eventually sold to United States 
milling companies and other consumers who took delivery from the ele-
vators in the United States. The value of exports of wheat to the United 
States, therefore, did not show this Canadian wheat which was taken 
from elevators in the United States as it was originally shown as an export 
to the United Kingdom. 

The general effect of this practice was that exports to the United 
Kingdom were greatly exaggerated while exports to European countries 
were greatly understated, particularly during the 1920's. To a less 
extent exports to the United States were also understated, notably during 
the period of drought in the American Midwest. 

Adjustments to rectify this distortion in the trade figures have now 
been made by making use of all of the available information which 
indicates the amounts sold in the various markets. For the period 1926-
1933 the volume of British imports has been calculated from an analysis 
shown in "Condensed Preliminary Report of Trade of Canada, 1933", 
page 15. In this analysis estimates of British imports of Canadian wheat 
are obtained by consolidating the various data from British, American and 
Canadian sources. Following the introduction of the Imperial Preference 
arising out of the Ottawa agreements there was very little American wheat 
entering the British market and distorting the statistics as in former years. 
The United Kingdom statistics of imports for each year from 1933 to 1936 
have consequently been used in the revisions. The value of the wheat 
has been calculated by applying the average value shown in the recorded 
exports to the United Kingdom. 

One other adjustment is necessary in the case of wheat exports. 
This arises from the wide changes which take place in the stocks of Can-
adian wheat in United States elevators from one year-end to another. 
When stocks are being drawn down additional credits should be entered 
in the current account as the stocks were normally owned by residents 
of Canada until finally shipped overseas. Similarly, in any year when the 
stocks rise appreciably a deduction should be made from credits arising 
from exports since this represents Canadian owned wheat which is being 
temporarily stored outside of Canada. An important exception to this 
general background with regard to changes in stocks was present in 
1934 and 1935 when considerable amounts of the stocks of Canadian 
wheat in the United States had been purchased by American milling 
companies because of the drought in the American West. 
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(b) Adjustments to Recorded Exports of Wheat from 1938 on. 
For the period from 1938 on, records of the final destinations of 

Canadian exports of wheat to overseas countries have been maintained 
by the Board of Grain Commissioners of Canada. Shipments from North 
American ports are followed up and classified according to the countries 
of destination. Consequently, it is possible to use these records of clear. 
ances as a closer guide to the actual purchases of Canadian wheat. The 
data are available as to volume only, but the value involved is estimated 
by applying the average recorded value per bushel as shown in the 
Canadian export statistics. The resulting figures are substituted for the 
statistics of exports published in the Trade of Canada. In the case of 
United States purchases of Canadian wheat the statistics of imports of 
Canadian wheat into the United States published by the United States 
Department of Commerce are used. Here, also, the quantities are adjusted 
by applying average Canadian export valuations. The adjustment to 
exports to the United States is necessary since starting in 1938 exports 
of Canadian wheat which were shipped to United States elevators for 
storage prior to their shipment to overseas destinations were arbitrarily 
classified as exports to the United States on orders. This is in contrast 
to the practice in the period preceding 1938 when the same type of ship-
ments were arbitrarily included as exports to the United Kingdom. Starting 
in 1947, however, when exports to elevators in the United States were 
believed to be on overseas account these were shown originally in the 
export statistics as exports to the United Kingdom. 

A summary of the adjustments to recorded exports in 1947 is given 
in the accompanying statement. 

STATEMENT 26—ADJUSTMENTS TO COMMODITY TRADE-1947 

(Millions of 
DEDUCTIONS FROM EXPORTS 	dollars) 

1. Newfoundland......................... -  57.1 
2. Private donations (excluding UNRRA) .....- 7.6 
3. Wheat adjustment...................... -  13.7 
4. Settlers' effects......................... -  11.0 
5. Other net adjustments (non-commercial 

transactions, ships and UNRRA) ...........- 12.6 

Total deductions......................-102.0 

6. Receipts by War Supplies Ltd...........+ 13.0 

This is a summary of a number of different types of adjustment for all 
countries. Some of the details are not shown in the statement as they are 
more complicated when the export trade with individual countries or 
currency areas is divided. Exports to Newfoundland have been deducted 
since 1940 for the reasons described in "Miscellaneous Current Trans-
actions". Private donations are deducted as the record of these in the 
export item "Gifts and Donations" is not complete. The item includes 
private shipments when they are large enough to require an export 
entry but individual shipments under $25 are exempt. Included in 
item 5 are several unusual adjustments besides normal non-commercial 
transactions. Part of the item represents entries to cover unrecorded sales 
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of used corvettes to South American governments and another part 
reflects a deduction from exports for the amount by which recorded 
exports of ships in 1947 to one purchaser exceeded receipts on the con-
tracts for the ships during the year. Most of these receipts had been 
credited in earlier years in the balance of payments when the funds 
were received as this procedure comes closer to measuring the inter-
national transactions involved in the production and sale of ships. Another 
unusual adjustment in 1947 arises from a reduction in balances in Canada 
of UNRRA which were originally created by the sale of free funds in earlier 
years and which were included then as current export receipts as they 
had important effects upon the official reserves at the time the funds were 
received. 

During the recent war when so much of Canadian production was 
exported under bulk contracts on government account to various destina-
tions abroad there were special problems connected with the proper 
allocation of shipments to the countries of purchase and in relating the 
shipments to large lump sum payments made through government channels 
on account of large contracts. 

Consequently during the period when data on international payments 
for war supplies through official channels were available, these have been 
substituted for the value of goods exported. Thus, in the years 1941 to 
1946, British payments through official channels for war supplies and food, 
and payments by the United States government for war supplies and metals 
exported under the Hyde Park Agreement have been entered as credits 
in the merchandise account rather than the value of the goods exported. 
Similarly, from 1943 to 1946, the expenditures on account of the various 
countries from the Mutual Aid or other appropriations are reflected rather 
than the commodities exported. Since war supplies purchased by the 
British and United States governments have been shipped to various 
destinations, this substitution of financial data on payments for the value 
of goods shipped has been a major adjustment necessary in the construc-
tion of balance of payments statements with the two currency areas for 
the years from 1941 to 1946. The figures covering these transactions 
in the merchandise item of the tables are accordingly indicative of inter-
national payments rather than of shipments of goods to the various countries 
and areas in the period from 1941 to 1946. 
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111—GOLD TRANSACTIONS 

Gold occupies a distinct place in international settlements. This 
arises from the generally universal acceptability of gold as a means of 
settlement between nations. The characteristic of convertibility possessed 
by gold has led to gold being employed extensively as a form of inter-
national liquid reserves. In the case of Canada, for instance, gold along 
with balances of U.S. dollar exchange and short term securities of the 
United States Government constitutes the convertible exchange reserves 
of the Exchange Fund Account. These reserves, along with the smaller 
balances of United States exchange held by the Minister of Finance for 
government purposes, make up the official, reserves of the Canadian 
government. 

Because the official reserves represent a residual supply of foreign 
exchange in the control of the monetary authorities the official reserves 
and changes in them have special functions and significance. In dealing 
with gold movements in the balance of payments then, it is desirable to 
distinguish movements arising out of monetary circumstances from move-
ments originating in the sale of gold being currently produced in Canada. 
The particular monetary movements may arise out of a great variety of 
circumstances and the significance depends upon the underlying trans-
actions. 

Net Exports of Non-monetary Gold 

Gold production, on the other hand, is a branch of Canadian mining. 
Gold transactions arising out of gold production, therefore, occupy a place 
distinct from transactions arising out of monetary factors. The production 
of gold is an industry with some similarity to other industries producing 
commodities for export. Gold production for export is, therefore, a 
source of external receipts like newsprint or nickel, and consequently 
it is desirable to include it as a special item of receipts in the current 
account of the balance of payments. The principal difference between 
gold and these other commodities lies in the general acceptability of 
gold and the fixed price and market in the United States which give special 
characteristics to gold as an export. For balance of payments purposes in 
calculations since the beginning of exchange control, the stage at which 
gold production is taken comes after refining at the Mint. This is when 
the gold is sold by the Minister of Finance to the Foreign Exchange Control 
Board to become part of the official liquid reserves of gold or foreign 
exchange, or to be sold abroad later. In addition there are some small 
exports of gold in ores or quartz for refining in the United States which are 
also included in the figures of "net exports of non-monetary gold". In 
effect, then, the gold which is taken to represent this item in the balance 
of payments is Canadian gold production, when taken at a certain stage, 
after deducting any gold consumed by industry or by the arts in Canada. 
These amounts consumed are, of course, only a relatively small part of 
the total production in Canada. Also deducted is any gold still held by 
the producers before the refining stage whether at the mines, in transit or 
at the Mint. Private hoarding in this form is a proper deduction since the 
gold has not been refined at the Mint and is therefore not available as a 
source of foreign exchange or official reserves. The stocks of gold which 
may be held at the Mint are held against Postal Savings Bank deposits and 
in any case it is only when gold is transferred from the Mint that it becomes 
available for international purposes. 

111 



It will be noted that the gold production is taken as a current item of 
net exports of non-monetary gold even if it is held as part of the official 
reserves. The logic in doing this is that the production of the gold is 
a source of liquid reserves even in this case since gold is a part of the 
official liquid reserves of gold and U.S. dollars. The convertibility of 
gold gives it this characteristic, making the reserves akin to U.S. exchange. 
If the gold instead was sold for U.S. dollars it would produce exchange 
available for increasing the official reserves. In both cases the effects 
are parallel although the circumstances differ. Because of the parallel 
effects it seems to be a preferable procedure to include all of the gold 
production, less consumption, as a source of credits in the current account. 
The credits will, of course, be offset by debits in the capital account if 
either the official reserves of gold or of U.S. dollar exchange should rise 
as a result of the gold production. 

While this practice of dealing with gold production has many 
advantages making it seem preferable to other methods of presentation 
there are certain disadvantages when bilateral statements of transactions 
with individual countries are constructed. The non-monetary gold, 
because of the basis of calculation, cannot be readily split into transactions 
with more than one country even though some gold might be sold to more 
than one country. Or, on the other hand, when the gold goes into 
monetary stocks it does not directly affect Canada's account with any one 
country, although indirectly there is a special bilateral significance to 
transactions of this kind. In the Canadian balance of payments current 
production of gold has all been allotted to Canada's current account with 
the United States for various special reasons. The United States has been 
the market for most of the gold produced in Canada. The existence of 
the official buying price in the United States was the stimulus to production 
and the main source of demand for the gold produced. Occasionally 
there may have been exports of gold to other destinations but these were 
for very special reasons. For instance, before the war in certain years 
gold coins were sold in European markets because of the premium existing 
for gold coins. But gold sales to other countries than the United States 
under special circumstances have probably rarely, if ever, been made to 
.obtain the local currencies of these countries as Canada normally does not 
require these currencies. The purpose of the sales would generally be 
to obtain United States exchange to cover the usual Canadian deficiency 
in this currency. The gold which goes into Canada's official reserves is 
potentially a source of U.S. dollars and the inclusion of the production 
as a current source of credits in the balance of payments with United States 
is realistic for this reason, the credits being offset by debits reflecting the 
rise in official reserves. From the point of view of convertible exchange 
the gold is another form of convertible assets like United States dollar 
balances. 

Monetary Gold 
It is convenient at this point to describe some of the characteristics 

of monetary gold movements in order to distinguish these more sharply 
from non-monetary transactions. Among the more characteristic mone-
tary transactions are the sales of gold by Canada from the liquid reserves 
to settle liabilities abroad, or the receipts of gold by Canada arising out of 
the settlement of balances which other countries have to cover in Canada. 
Gold sold in the United States out of Canadian official stocks to meet 
current account deficits in the United States is an example of the first 
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transaction; while gold received from the United Kingdom in certain 
periods in settlement of part of the British deficiency of Canadian dollars 
is an example of the second type. These special receipts from the United 
Kingdom which first started in 1939 and have taken place in various 
years since then are included in the separate item "special receipts of 
convertible exchange" appearing in both the accounts with Empire 
countries and with foreign countries. In some years gold was the form 
of convertible exchange by which the United Kingdom settled part of 
its deficiency in Canada whereas in other years U.S. dollar exchange was 
the method of transferring hard currency. In 1947 for a period the special 
transfers from Britain took the form of sales of convertible sterling which 
in turn are later sold in the United States to produce U.S. dollars. 

While the above gold transactions are the more typical monetary 
gold movements affecting Canada's own official reserves there are other 
monetary gold movements of a different character arising out of central 
banking transactions. During the war for example gold was held for 
safekeeping in the Bank of Canada for overseas central banks. When this 
gold was transferred to Canada it gave rise to very large movements into 
the country but later there were equally large movements out when gold 
was withdrawn for sale in the United States or for storage elsewhere. 
Movements of this kind introduce complicating factors when statistics 
on exports and imports of gold are studied but they have no direct bearing 
on the Canadian balance of payments statements. 

Similarly certain types of earmarking of gold do not give rise to balance 
of payments transactions, while other types may simply give rise to 
offsetting receipts and credits which can be left out of the balance of 
payments. But other types of earmarking transactions may involve the 
sale of Canadian gold to non-residents to be held under earmark in 
Canada. Such transactions are a part of the net exports of non-monetary 
gold but do not necessarily introduce any complications except when 
statistics of physical exports of gold are studied in relation to the figures 
of net exports of non-monetary gold. 

To continue the illustration of monetary gold transactions, there may 
be sales or purchases of gold held in the official reserves which do not 
affect the Canadian balance of payments statement. Such transactions 
often would only result in a change in the form of external reserves held, 
switches between gold and U.S. dollar balances, for example. From the 
brief descriptions and illustrations of different types of gold transactions 
it is apparent that statistics of gold movements include a great variety of 
transactions and can only be interpreted correctly after special study. 

The prewar analysis of gold transactions into monetary and non-
monetary movements was made by studying statistics of gold exports and 
imports in relation to monetary stocks. The results were consequently 
subject to the accuracy and comparability as to timing of the basic sources 
employed. A description of the method followed in these calculations 
for the period from 1926 to the start of the war appears in chapter X of 
The Canadian Balance of International Payments, A Study of Methods and 
Results, 1939. As the calculation of non-monetary gold is now based 
upon the more direct simple procedure already referred to, a description 
of the prewar method will not be repeated here. Monetary gold movements 
are included in the balance of payments in the capital account as part of 
the item "net change in liquid reserves of gold or U.S. dollars" since the 
beginning of the war. This item covers the holdings of total liquid reserves 
and is consequently included in the capital account with the United States 
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dollar area as these changes are a reflection of the residual balancing 
transactions in Canada's accounts with this area. In addition there has 
been since the start of the war the special item representing the bilateral 
settlements in gold or U.S. dollars between the United Kingdom and 
Canada. These appear as debits in Canada's capital account with Empire 
countries and as credits in Canada's capital account with the U.S. dollar 
area, the amounts in the bilateral statements offsetting one another in the 
account with all countries. Prior to the introduction of exchange control 
a separate item "Monetary gold" is shown in the capital account. 
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IV—THE FREIGHT AND SHIPPING ITEM 

International transportation services are generally included in the 
freight and shipping item of the Canadian balance of payments. The 
principal Canadian debtt entries covered are the payments by Canadian 
importers for services performed by foreign ships and railways carrying 
imports to Canada and the expenditures on account of Canadian ships 
in foreign ports. The principal receipts are the earnings of Canadian 
ships and railways carrying Canadian exports, and earnings from intransit 
traffic in Canada on traffic between foreign ports. Also included in 
this account are Canadian receipts from the operation of non-resident 
owned railways in Canada. 

The bases of valuations employed in Canadian statistics of merchandise 
trade which have already been described at length are important factors 
influencing the scope of the freight account. As Canadian import 
valuations exclude the cost of freight and other services of carrying 
merchandise from the country of purchase to the Canadian border or 
port of entry, these costs are included in the freight account when the 
services are supplied by foreign sources. Freight payments to Canadian 
operators of vessels carrying imports to Canada are excluded from the 
Canadian balance of payments statements since they are internal trans-
actions. However, these internal costs of carrying goods to Canada are 
estimated for some purposes, such as for the studies of transportation 
costs or international comparisons with statistics of countries which 
record merchandise imports on a c.i.f. basis of valuation. Similarly 
because Canadian exports are generally valued at the point of shipment 
in Canada it is necessary to include in the freight account the earnings 
of Canadian railways and other transportation agencies from the carriage 
of Canadian exports to the Canadian border or ocean ports of export. 

In the case of both receipts and payments in the freight account it 
should be noted that the items covered are the services rendered on certain 
types of traffic rather than the actual variety of payments which might 
arise out of varying terms of sale of commodities or settlements for trans-
portation. The freight account of the balance of payments makes no 
distinction between, for example, freight on imports which was prepaid 
by some sellers, from freight on imports which is collected at the time 
goods are delivered in Canada. The transportation costs of both types of 
transaction are properly included as freight debits when they represent 
services performed by foreign transportation agencies for Canadian 
importers as the final incidence of the cost customarily rests with the 
importer. 

There are some international transportation costs not included in the 
freight account because of the structure of other items of the balance of 
payments. Notable among these are the expenditures of Canadian 
tourists in the United States on transportation in the United States and the 
expenditures of United States tourists in Canada on transportation in 
Canada. Estimates of these expenditures are included in the tourist 
item. In fact, the transportation costs of important groups like motorists 
would be very difficult to determine separately and in any case are not 
closely related to international exchanges of services of the type covered 
in the freight account. The Canadian practice has also been to include 
international passenger fares in the expenditures of overseas tourists 
rather than in the freight account. 
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Because of the great variety of types of channels of traffic included, 
the freight item has always required a very detailed calculation. The 
method of estimating followed in earlier statements of the balance of 
payments has been fully described in Chapter XII of The Canadian 
Balance of International Payments, A Study of Methods and Results, 
published in 1939. Most of the description there relates to the practices 
originally introduced as balance of payments statistics were being 
developed. But since about 1936 this item has been principally based on 
information reported specially by railways and shipping operators rather 
than on the basis of the computed estimates originally described. The 
war years led to numerous improvised methods to meet the constantly 
changing situations. But by 1946 the basic method developed before the 
war was reverted to generally. Information on ocean shipping is reported 
directly on special schedules, while the railways report data covering their 
traffic between Canada and the United States. The principal improve-
ment in recent years has been in the case of inland freight on exports via 
Canadian ocean ports which is now reported separately on export forms. 
Some data are also now available from the analysis of foreign exchange 
transactions covering international settlements connected with truck, air-
plane and other types of transportation. 

The principal subdivisions of the freight account and the sources of 
information used in producing annual estimates follow: 

(a) Payments by Canada on Freight and Shipping Account 

(1) Inland Freight 

(i) On Imports via Rail:—Information to cover this item is obtained 
from the Canadian railways from their accounting records. Freight 
earned by railways in the United States and Mexico carrying goods to 
the Canadian border is covered whether on a collect or prepaid basis, 
and whether paid in Canadian dollars or United States dollars. This 
part of the freight item has been covered in this way since 1936. 

(ii) Imports via Lake and River Porth:—An important amount of 
imports from the United States does not enter Canada by railways, as 
goods are carried across the Great Lakes or across the St. Lawrence River 
on vessels or car ferries. The principal commodity carried in this way 
is coal. Information on the tonnage of coal entering Canada by water 
has been obtained from various official sources during the period since 
1936. On the basis of studies of the freight rates from the various points 
of origin in the United States to the lake and river ports, a composite 
average freight rate has been obtained which is applied to the coal entering 
Canada by these routes. Similarly other commodities are covered by 
data from various sources, the principal commodity customarily being 
iron ore. 

(iii) Imports via Pipeline, Truck, Air, etc.—The freight and charges 
on imports by pipeline have been obtained from various sources including 
reports to the Dominion Bureau of Statistics and -an analysis of exchange 
payments. The international settlements arising out of truck and airlines 
and other forms of transportation are obtained from an analysis of foreign 
exchange transactions but the amounts are still relatively small in com-
parison with the imports by rail and lake vessel. 
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(2) Freight to Ocean Ports in the United States prepaid in Canada on 
Exports via the United States Border 

During and after the war there were substantial amounts of Canadian 
exports to overseas countries carried by way of United States ocean ports. 
This movement arose because the volume of exports was so great that it 
was necessary to supplement the facilities of Canadian ports. Many of 
these exports were destined to the sterling area and were paid for in 
Canadian dollars and consequently Canada recovered in Canadian 
dollars the amount of the prepaid freight in the United States. Nevertheless 
in the construction of the bilateral accounts between Canada and the two 
principal currency areas, it was necessary to enter these United States 
dollar costs to Canada in the account with the United States. In some years 
data on the account of freight involved were obtained from the railways 
while in other years the amounts were partially estimated from data on 
the volume of traffic carried. 

(3) Ocean Shipping and War Risk Insurance: The principal payments 
under this heading fall  into three groups. 

(i) Payments of Freight to Foreign Ships Carrying Imports to Canada-
Payments to foreign ships carrying Canadian imports are obtained from 
schedules sent by the Dominion Bureau of Statistics to the Canadian agents 
acting for foreign vessels in Canadian ports. The principal outlays have 
been for bulk cargoes like petroleum and bauxite ore in recent years, 
although freight costs on many other commodities are also substantial 
because of the distances involved in carrying goods from many parts of 
the world to Canada. Most of the freight is reported but in the case of a 
certain amount of unreported freight it has been necessary to estimate the 
freight by studying statistics of the volume of cargoes to Canadian• ports 
in foreign vessels. In 1947 an additional item was added to the schedule 
sent to Canadian shipping companies to ascertain accurately the amount 
of freight paid on Canadian imports carriçd by Canadian vessels in order 
to provide supplementary information on the total cost of carrying 
Canadian imports to Canada. This makes it possible to construct a 
c.i.f. valuation of Canadian imports including all the freight paid to 
Canadian operators as well as the freight to foreign operators which is 
entered in the balance of payments, being an international payment. 

(ii) The Expenditures on Account of Canadian Ships in Foreign Ports: 
These expenditures are obtained from Canadian shipping companies 

and cover a great variety of outlays; such as port dues, advances to crews 
in foreign ports, bunkering in foreign ports, purchases of stores and pay-
ments for repairs obtained abroad and in some cases payments of hull 
insurance. During certain of the war years when the Canadian Merchant 
Marine was in process of rapid development it was necessary to estimate 
the expenditures abroad. As the estimates were less accurate than the 
data now being reported the amounts were deducted from gross earnings 
rather than shown separately as debits in the freight account. The ex-
clusion of these amounts makes for some inconsistency in comparing the 
separate items of debits and credits on freight account during recent years 
but the percentages of the total gross debits and credits involved are 
relatively small. 

(iii) Premiums paid to British and United States Insurance Companies 
insuring Cargoes Carried to Canada:—During the war a very important 
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item was the cost of war risk insurance on cargoes carried to Canada. 
The rates of insurance on certain routes represented a very substantial 
percentage of the value of the goods imported, varying from time to time 
with the changing hazards to shipping. The amount of imports carried 
from overseas countries during the war was a relatively small part of the 
total Canadian imports and the war risk insurance was estimated by apply-
ing the prevailing rates of insurance on different routes to the values of 
the cargoes imported from different regions of the world, the countries 
to which the payments were made being ascertained fairly readily from 
the general background of insurance and exchange controls in the 
period. Insurance on most imports from the sterling area was covered by 
payments to British insurance companies, whereas imports of cargoes like 
bauxite and petroleum led to very heavy United States dollar costs of war 
risk insurance. In peacetime this item of insurance is of relatively little 
consequence, marine insurance premiums being a very small percentage 
of the value of the cargoes imported. 

(b) Receipts by Canada on Freight and Shipping Account 

(1) Inland Freight. 
(i) On exports via the United States Border:—Information is obtained 

from the Canadian railways from their accounting records to cover this 
item as in the case of (a) (1) (i). Freight earned by Canadian railways 
carrying exports from the point of shipment in Canada to the Canadian 
border is covered whether on a collect or prepaid basis and whether paid 
in Canadian dollars or U.S. dollars. This part of the freight item like the 
counterpart in debits has been covered in this way by reported information 
since 1936. The total earnings so reported are divided according to 
countries by estimating the subdivision from data on the value of exports 
via the United States to different countries. 

(ii) Inland freight on Exports via Canadian Ports:—Since 1940 the 
inland freight and handling charges on exports shipped out of Canadian 
ocean ports are entered as a separate item on the Customs schedule—B-13 
used in recording exports from Canada. The value of the exports for 
statistical purposes is the value of the goods at the time and place of 
shipment, being shown as the amounts received or to be received exclusive 
of inland freight and other charges. Totals of the inland freight have been 
compiled from the export schedules, or estimated on the basis of samples, 
and the amounts are divided by countries according to the general 
method employed in distributing inland freight on exports via the United 
States border. For a considerable period a complete compilation of the 
inland freight recorded in the export schedule was made, but since it was 
found that variations in the percentages which this inland freight repres-
ented of thQ value of exports were relatively small for each port, it has been 
possible to calculate the inland freight on the basis of samples taken for 
the chief ports at different periods throughout the year. This has reduced 
the volume of compilations but appears to provide a figure which is 
reasonably accurate as long as freight rates are stable. 

(2) Freight Recovered from the Sterling Area on Exports via United States 
Railways. 

This item is the counterpart of item (2) among the debits. It is a 
necessary adjustment in the bilateral accounts. In the credit section of 
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the account it appears as a credit entry in the freight account with the 
sterling area since the prepaid freight is recovered from the sterling 
area in Canadian dollars. 

(3) Receipts from Intransit Traffic:- 
This item includes the earnings of Canadian railways carrying goods 

intransit through parts of Canada, such as shipments from Chicago via 
Canadian railways through Ontario and Quebec to United States ports 
on the Eastern seaboard. For a period of years reports on the earnings 
of this traffic were made to the Foreign Exchange Control Board. For 
other periods the earnings have been estimated on the basis of the ton-
nages involved and the rates applicable to the principal commodities 
known to be carried. Traffic varies considerably in different regions of 
the country but a large part of it is concentrated in Central Canada. The 
other chief component of the item represents the receipts by Canada from 
the important intransit traffic across Southwestern Ontario between destina-
tions in the United States on United States owned or operated railways. 
The principal source of the receipts for Canada is the expenditure by the 
American railways on wages to employees in Canada, rentals and taxes 
paid in Canada and on materials purchased in Canada for the operation 
and upkeep of the railways. Other credit entries arise from imports of 
materials which are supplied by the parent companies. Against these 
various expenditures in Canada there are certain offsets in the form of 
rentals and other income received by the United States railways from 
Canadian sources and revenue on local Canadian traffic and the revenue 
from freight on imports accruing to the lines in Canada. Since the prin-
cipal traffic on these United States railways in Canada originates and 
terminates in the United States the source of the revenue of the United 
States railways is mainly from United States shippers, or from foreigners 
abroad in the case of American goods being exported via this route. The 
principal railways giving rise to these receipts are the Canada Southern 
or Michigan Central, the Wabash, the Pere Marquette, the New York 
Central, and the Great Northern. 

(4) Receipts from the United States Army:- 
This item was of significance during the period from 1943 to 1946. 

It arose out of heavy traffic to Canada for the account of the United States 
army in its activities in Northwestern Canada. In the first instance this 
traffic generally moved to Canada on a collect basis with the result that 
Canadian railways had to settle with the American railways for the United 
States portion of the haul. The amounts owing the Canadian railways by 
the United States army were paid mainly through offices of the United 
States army transportation divisions which were maintained in Canada. 
Payments were made in Canadian dollars to the railways with funds 
obtained originally by selling United States dollars to the Foreign Exchange 
Control Board. 

(5) Receipts on Shipping Account:-
(i) Earnings of Canadian ships carrying exports:- 
These earnings are reported by Canadian shipping operators to the 

Dominion Bureau of Statistics on special schedules. 
During the wartime period and continuing on for some time after 

the end of the war most of the Canadian ships operated on Canadian 
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account were owned by Park Steamship Company Ltd., a government 
owned corporation, and consolidated returns providing most of the 
information required were obtained from that company. During 1946 
most of the vessels owned by that company were sold to private operators. 
The ships which were purchased and operated by Canadian companies 
in 1946 have subsequently been covered by direct reports by the operators. 
In addition, Canadian companies which before the war had important 
operations of vessels in international services, like the Canadian Pacific 
Steamships Limited and Canadian National (West Indies) Steamships 
Limited, again regained the operation of their ships, and were once more 
included in this item. During the wartime period most of the vessels of 
these Canadian companies had been chartered to the British Ministry of 
War Transport and the Admiralty, and these vessels when employed as 
merchant ships were on the account of the British Government. 

(ii) Earnings of Canadian ships carrying goods between foreign 
ports:—Statistics on earnings from this type of traffic are reported by 
Canadian companies operating ships in foreign services. 

(iii) Expenditures in Canadian ports on account of Foreign Operated 
Vessels:—The expenditures in Canada on account of foreign vessels are 
reported by the Canadian agents or branches of the foreign companies. 
Expenditures cover a great many iypes of outlay including port expenses, 
stevedoring, bunkering, purchase of ships stores and supplies, repairs 
to vessels, advances to crews and other miscellaneous expenditures in 
Canada. During the war, particularly in the later years, British expendi. 
tures in Canadian ports were exceptionally high as food, stores, and fuel 
were acquired in Canada and many unusual repairs were undertaken in 
Canada. 

(iv) Receipts from the Charter of Canadian Vessels to Foreign 
Operators:—The special receipts of vessels chartered during the war 
have already been referred to under 5(i). In addition some Canadian 
ships are chartered on long term charters or for other special purposes 
further increasing revenue of this kind. Revenue from charters is now 
reported on the schedules sent to Canadian owners and operators of 
ships. 

SUMMARY 

Summaries of data covering freight and shipping transactions in the 
Canadian balance of payments in the years 1938 and 1947 appear in 
statements 27 and 28 respectively. 

The principal development in recent years has been the fleet of 
Canadian owned and operated ships which was greatly augmented during 
the war by the construction of vessels in Canada to assist in the move-
ment of Canadian products overseas. In 1947 the ocean going Canadian 
fleet constituted 153 ships with a tonnage of 983,000 gross tons apart 
from approximately 80 ships with a tonnage of about 560,000 gross tons 
on charter to the United Kingdom Ministry of Transport. In addition there 
were ships owned or operated by Canadian shipping companies which 
were registered elsewhere. As the data show gross earnings from exports 
carried on Canadian ships have risen from $26 million in 1938 to $85 
million in 1947. There have also been sharp increases in revenues from 
interport traffic and in receipts from charters. 
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Substantial increases have taken place also in the size of earnings 
from inland freight on exports carried by Canadian railways and vessels 
on inland waterways. This is mainly a reflection of the growth in the 
volume and composition of exports in 1947 compared with 1938. Very 
sharp increases have also occurred in payments by Canada on freight 
account, chiefly for inland freight in the United States on the greatly 
increased volume of coal and other imports from that country on which 
freight rates are also considerably higher than before the war. 

STATEMENT 27—FREIGHT AND SHIPPING TRANSACTIONS BETWEEN 
CANADA AND OTHER COUNTRIES-1938 

(Millions of dollars) 

All United United Other 
Countries Kingdom States Countries 

26 16 2 8 

- ii _-i - 
32 16 3 13 

12 8 1 3 

44 24 4 16 

33 10 17 6 
18 - 18 - 
95 34 39 22 

23 12 5 6 
16 10 1 5 

21 8 5 8 

60 30 11 19 

14 - 14 - 
12 - 12 - 
14 - 14 - 
40 - 40 - 

5 - 4 1 

105 30 - 	55 20 

RECEIPTS BY CANADA 

1. Ocean Shipping 
(1) Canadian ships 

Gross earnings on exports........... 
Charter receipts................... 
Inter-port revenues................. 

Sub.Tctal....................... 

(2) Expenditures of Foreign ships in 
Canada....................... 

(3) Gross Shipping Credits............ 

2. Inland freight on exports............. 
3. Intransit revenues................... 
4. Other receipts...................... 

Grcss Credits.................. 

PAYMENTS BY CANADA 

1. Ocean shipping 
(1) Expenditures abroad of Canadian 

shipping ccmpanies............ 
(2) Charter paYments................. 
(3) Freight on imports via Canadian 

ports......................... 

Gross Shipping Debits......... 

2. Inland Rail Freight in U.S. on Imports 
Coal via vessel..................... 
Coal via rail....................... 
Other rail freight................... 

Sub-Total...................... 

3. Miscellaneous Payments.............. 

Gross Debits................... 
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STATEMENT 28—FREIGHT AND SHIPPING TRANSACTIONS BETWEEN 
CANADA AND OTHER COUNTRIES-1947 

(Millions of dollars) 

S U 

Countries 
TT 	,J umteL 

Kingdom 
Other 
Brilis  h 

Countries 

yy 
flhiu 

States 
Other 

Foreign  
Cnties 

ECEIPTS BY CANADA 

cean Shipping 
Canadian ships 

Gross earnings on exports 
Charter receipts ......... 
Inter-port revenues........ 

85 
13 
23 

30 
10 
2 

21 
- 

4 

3 
1 

10 

31 
2 
7 

121 42 25 14 40 

Expenditures of Foreign 
ships in Canada 49 34 - 8 7 

170 

. 

76 25 22 47 Gross Shipping Credits. 

dand freight on exports 120 
27 

5 

36 
- 

2 

14 
- 

- 

52 
27 

3 

18 
- 

- 

322 114 39 104 65 

Sub-Total............ 

transit revenues.......... 

YMENTS BY CANADA 

)ther receipts............. 

)cean Shipping 
Expenditures 	abroad 	of 

Canadian shipping 

) Charter payments 
34 
18 

16 
4 

5 
- 

7 
10 

6 
4 

Gross Credits........ 

1 Freight on 	imports 	via 
Canadian ports 38 12 - 16 10 

Gross Shipping Debits. 90 32 5 33 20 

companies........... 

niand Rail Freight in U.S. 
on Imports 

39 - -- - 

Coal via rail .......... .. 37 - - 37 - 

Coal via vessel............ 

88 -- 88 - 

164 - -- 164 - 

Other rail freight..........

Sub-Total.............

isce1laneous Payments.. . - 24 - - 24 - 

Gross Debits ........ .278 32 5 221 20 

2. Ii 
3. Ii 
4. C 

P) 

1. C 
(1 

(2 
(3 

3. 1 
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V—TOURIST AND TRAVEL EXPENDITURES 

Tourist and travel expenditures occupy a prominent place in the 
Canadian current account as the level of foreign tourists' expenditures 
in Canada, particularly of those from the United States, is generally much 
higher than the level of Canadian expenditures in the United States and 
elsewhere. Because of the great volume and varied character of the 
traffic and the widely scattered expenditures the estimation of this group 
of current international expenditures has given rise to formidable statistical 
problems. As described below there has been continual progress in the 
development of estimates, most notably since the introduction of extensive 
new procedures in 1940 and 1941. Estimates since then are believed to 
be reasonably reliable being based upon substantial records. For the 
prewar period the original estimates have been revised in the light of 
the new data on expenditures which have become available in recent 
years taken in conjunction with the early record of traffic and average 
expenditures. 

Travel between Canada and the United States is very highly developed. 
Both countries enjoy a high standard of living with the resulting surplus 
income available for travel by private automobile or other means. The 
proximity of the two countries, the well established lines of north and 
south communications, and the close business and social relationships, 
all contribute to heavy movements of people across the Canada-United 
States border. The convenience of attractive recreational regions in 
Canada to heavily populated areas in the United States and the attractions 
of urban centres in the United States for many Canadians are typical factors 
producing large movements in both directions. 

Because of the close relationships between Canada and the United 
States the movement of people across the border is very heavy and very 
heterogeneous. Both of these factors complicate the estimation of the 
tourist trade. In 1947, according to the count made by Canadian Immigra-
tion Officers, the total number of entries into Canada from the United 
States exceeded 37 million persons of which total about 22.7 million were 
residents of the United States and 144 million were residents of Canada. 
These impressive totals should not be taken as representative of tourist 
movements in the more limited sense, however. A large proportion of 
traffic arises from the close economic and social relations between many 
communities situated close to the border. At many points along the border 
persons cross and recross daily in connection with their work. The Wind-
sor-Detroit region is an area where there is a particularly heavy interurban 
movement. At other points where an interdependence has developed 
between communities on both sides of the border, the relationships are 
even closer and persons on one side normally depend upon facilities 
located on the other. St. Stephen, New Brunswick and Calais, Maine 
provide a good example of close community contacts. Then, too, almost 
everywhere along the border there are social relationships and other local 
movements. One of the tasks in estimating tourist expenditures is to 
make some segregation of this large volume of casual local traffic which 
has a distinct character as regards expenditures in order to arrive at the 
other movements which contain most of the longer term travellers. But 
even the expenditures of longer term travellers do not fall into any common 
pattern. Many kinds of business travel fall into this group as do the great 
variety of persons travelling for pleasure attracted by the numerous 
facilities for recreation in Canada. 
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The means of crossing the border are numerous and data available 
on traffic separate the entries by automobile, rail, boat, long distance bus, 
aeroplane, etc. This is consequently the line of approach followed in 
estimating expenditures. The most significant movement in the period 
covered by this report has, of course, been the automobile movement. 
Local short term auto traffic has been consistently very heavy. The cars 
entering Canada on customs permits, which represent the most flexible 
part of the tourist traffic, include an important group of the longer term 
tourists entering Canada for an extended holiday. But only a portion of 
this permit traffic is made up of these long term tourists, however, as large 
numbers of cars entering Canada for a day or two also enter on customs 
permits. Railway traffic has always been a substantial source of tourists 
and during the later years of the war became relatively more important, 
reaching a peak in 1945, but declining thereafter. Boat traffic is quite 
heterogeneous and very seasonal in most parts of Canada. Long distance 
bus and air traffic both have distinct characteristics. The former results 
in lower expenditures on average than rail travellers whereas the latter 
typically shows a higher average expenditure and is probably employed 
more for business than recreational purposes. An important group of 
traffic in point of volume but representing small per capita expenditures 
is the casual local traffic which crosses the border on local buses, on ferries 
or as pedestrians. This is the group which contains a large part of the 
normal flow of persons between border communities but only represents 
a relatively small part of the total expenditures. The remaining group of 
tourists, those from overseas countries, while relatively small in number 
spends a large amount on average. 

Canadian travel in the United States and overseas also customarily 
gives rise to a large volume of expenditures, although during the war the 
traffic was sharply reduced as a result of restrictions on pleasure travel 
designed to conserve United States dollars for the more essential purposes 
of the war. More recently the official dollar conservation program of 
November 1947 had a moderating influence on heavy Canadian expendi-
tures in the United States which had developed in the post war period. 
Canadian travel normally presents as variegated a pattern as does foreign 
travel in Canada. There is a luxury aspect to this travel in normal times 
which stands out in particular. Travel to overseas countries is predomin-
antly of this kind as well as a large part of the travel to metropolitan centres 
and resorts in the United States. Winter visits to the Southern States are 
typical examples of this. There is also a large amount of business travel 
arising from close business relations between the two countries and a 
considerable amount of travel for such purposes as visits to relatives, and 
health and educational services. As in the case of American travel to 
Canada, however, a large portion of the total movement of Canadians to 
the United States is customarily of a local casual character. 

Sources of Statistical Information 
Very marked improvements in estimating international tourist ex-

penditures have been made since the start of the war. As a result of 
co-operation between the Customs Division of the Department of National 
Revenue, the Immigration Branch of the Department of Mines and 
Resources, and the Dominion Bureau of Statistics, new methods of estima-
ting tourist expenditures, first introduced in 1940, have resulted in a 
greater volume of data than was formerly available. 
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In 1941 a more extensive organization of tourist procedure was 
undertaken. Progress was made, especially, in the estimation of the 
expenditures of automobile tourists. A more uniformerly classified count 
of the automobile traffic was obtained as a basic record of traffic. In 
addition, much larger and more representative samples of tourist expendi-
tures were collected. For example, in 1947, 75 per cent of all the United 
States motorists entering Canada on travellers' vehicle permits reported 
their total expenditures in Canada, at the same time a sample of approx-
imately 42 per cent was obtained from short-term local United States 
tourists crossing into Canada, and the expenditures of Canadian motorists 
in the United States were covered by returns which exceeded 91 per cent 
of the total traffic. 

The new information accumulated in recent years has disclosed that 
earlier estimates of tourist expenditures originally published before the 
war substantially overestimated the volume of expenditures especially 
in the case of United States motorists in Canada. While detailed adminis-
trative records of traffic had been available for a long period, information 
on expenditures was more limited. The inadequacy of the samples 
available before the war is indicated by their size. In few years did any 
of the samples exceed 1 per cent of the traffic, a striking contrast with the 
high percentages of returns now being obtained. The pre-war samples 
were consequently not sufficiently representative to apply to such a 
heterogeneous movement as the automobile traffic across the border. 
Since they were compiled for administrative purposes the statistical 
records of the traffic were available only for very broad diverse groups 
of cars and accordingly did not indicate the categories of tourists which 
were significant for statistical purposes. 

For example, the number of travellers' vehicle permits issued to 
American automobiles for periods up to 60 days and up to 6 months were 
compiled. But these permits included cars travelling beyond the juris-
diction of the port of entry, or remaining in Canada more than 48 hours 
or leaving the country by another port than the one by which they entered. 
The totals of permits issued consequently included many cars spending 
only a short time in Canada. Among these short term cars, for instance, 
were many American cars crossing South-Western Ontario intransit 
between such centres as Detroit and Buffalo. The small sample of 
expenditures obtained from cards issued to United States motorists when 
they re-entered the United States was not large enough to adequately 
represent the diverse traffic covered by the totals of Customs Tourist 
Permits. 

It was not until the new information obtained first in 1941 from the 
introduction of a voluntary question on expenditures as part of each 
Customs Auto Permit was available that a satisfactory sample could be 
obtained. Similarly great progress has been made in covering the 
expenditures of the non-permit automobile traffic and of Canadian motor-
ists travelling in the United States. The results of the new procedure in 
connection with automobile travel are described in more detail in the 
section on the automobile traffic which follows. 

Improvements have also been made in the estimation of the expendi-
tures of other classes of travel between Canada and the United States. 
Separate statistics on the volume of travel by railway train and by boat 
have been compiled by the Immigration Branch of the Department of 
Mines and Resources since 1937 by counts made by officers at the border 
ports. With certain adjustments these records are used in estimating 
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expenditures. Since 1940 a record of traffic by long distance bus and by 
aeroplane has also been compiled by the Canadian Immigration authori-
ties. In the case of Canadian travel to the United States by these means, 
a sample of expenditures is obtained from post-card questionnaires dis-
tributed by Canadian Immigration officers to returning Canadians. In 
1943, these particular samples were greatly improved by much larger 
returns resulting from the more frequent distribution of cards by the 
Canadian officers. In the case of American traffic to Canada the 
sampling of expenditures is conducted under the direction of the United 
States Department of Commerce by the United States Immigration and 
Naturalization Service. 

But even with the general improvements noted above, the samples of 
expenditures covering both Canadian and United States non-automobile 
traffic are still small in comparison with the large percentages of the 
automobile traffic which are now covered by direct returns on expendi-
tures. There is, however, generally more homogeneity in each kind of 
traffic than in the case of the automobile movements, and records of traffic 
have been adjusted to allow for such special factors as the intransit traffic 
by rail across South-Western Ontario. In the case of the most hetero-
geneous of these groups of traffic, the boat traffic, samples are applied 
to special classes of the total traffic which varies markedly both regionally 
and seasonally. 

The remaining group of travel between Canada and the United 
States by other means of transportation is large in volume but mainly 
local in character. Casual visitors entering Canada by local buses, as 
ferry passengers, or as pedestrians make up most of the total. While 
there is doubtless some longer term travel included in this heavy movement 
of people, the main impetus lies in the close social and economic relation-
ships existing between many communities lying close to the border. The 
principal source of information on the volume of this traffic is provided by 
the statistics of the volume of entries into Canada compiled by the Canadian 
Immigration authorities. By deducting the volume of traffic by automobile, 
rail, boat, long distance bus and aeroplane from the gross traffic, this 
residual traffic of "other travellers" is obtained. Available information 
on their expenditures points to very low averages per person but the large 
volume of traffic produces an appreciable total of expenditures. 

Before the war interrupted overseas travel, expenditures arising from 
it were substantial. The record of the traffic entering Canadian ocean 
ports has been compiled from data collected by the Canadian Immigra-
tion officers at the ports. Overseas traffic via United States ocean ports 
has been covered by U.S. Immigration and Naturalization Service records 
for a number of years. The expenditures of Canadian tourists overseas 
have been estimated from returns on expenditures received from passport 
applicants. Separate samples were used for each class of ocean travel 
before the war. While the returns on expenditures only cover a small 
portion of the total tourists, the overseas movements are less heterogeneous 
than movements of people across the Canada-United States border. In 
1948 a new procedure in sampling expenditures was introduced when 
samples were collected from a group of returning Canadians selected 
from records of persons returning to Canada from overseas. The expendi-
tures of tourists from overseas countries in Canada are more difficult to 
cover with records of expenditures. Some direct sampling of expenditures 
has been done and use is also made of indirect sources and deductive 
data. Receipts from overseas tourists include passenger fares paid to 
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Canadian shipping companies and airlines while Canadian expenditures 
overseas include transocean fares and expenses on foreign ships and 
aircraft, as well as cost of inland and local transportation while abroad. 

With the improved information on international tourist expenditures 
which has been accumulated in recent years, it has been possible to revise 
estimates of tourist expenditures in the pre-war years as.far back as 1926. 
The records of traffic during the period have been used as a basic measure 
of the volume of the traffic. Expenditures have been estimated by applying 
to this record averages of expenditure considered to have been representa-
tive of each of the classes of traffic for which records of volume were 
available. The averages of expenditures used bear a close relation to 
the averages obtained from the comprehensive data collected in recent 
years. They vary from year to year, however, in accordance with the 
trends evident from the samples of expenditures collected during the pre-
war period, general economic conditions, and other evidences of a chang-
ing background affecting the tourist trade. The estimates for the years 
prior to 1940 therefore have a less substantial basis than those for later 
years. Nevertheless it is believed that they are fairly representative of 
the general volume of expenditures during the period. 

As indicated above the greatest developments in Canadian statistical 
information on the tourist trade have been in the international automobile 
traffic between Canada and the United States particularly in the important 
group of motorists from the United States entering Canada under Customs 
permits. In this group of motorists are the longer term visitors as distinct 
from the purely local traffic. These motorists enter Canada for periods of 
more than forty-eight hours or travel beyond the jurisdiction of the port 
of entry or return to the United States by a port other than the one through 
which they entered Canada. They constitute a very diverse group of 
visitors travelling for a great variety of purposes and staying in the country 
for periods of varying duration. This group is the most characteristic 
part of the summer influx of tourists and is very flexible in volume, with a 
pronounced peak in July and August. 

The permits used by this group of visitors, which in 1947 constituted 
1,663,853 vehicles, are issued in duplicate and have been forwarded to 
the Bureau of Statistics since the institution of the new procedures in 
April 1941. Information is contained in the permit showing the state or 
country of registration, the number of persons in the vehicle, the length of 
stay, type of vehicle, type of visitor, and ports of entry and exit along with 
a voluntary question regarding expenditures in Canada. The question 
on expenditures is answered generally by more than three-quarters of 
the permit holders. It covers total expenditures in Canada for all pur-
poses connected with the visit by the driver and other persons in the vehicle. 
The expenditures therefore include outlays on gasoline, oil, repairs, lodg-
ing, food, beverages, merchandise purchases, and amusements, etc. 

This information forms the basis of the estimated expenditures of all 
motorists in the tourist class as well as certain other special groups using 
these permits like commuters and summer residents. When the data are 
tabulated comprehensive details on the pattern of expenditures and travel 
in Canada become available as extensive details are punched on statistical 
cards for mechanical tabulation. Such details as the number of persons 
per car and the average expenditure per car or per person classified 
according to the number of days spent in Canada are produced in this 
way, along with other classifications by ports and provinces of entry and 
exit, and by states of origin. 
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STATEMENT 29—EXPENDITURES OF UNITED STATES TRAVELLERS 
IN CANADA BY LENGTH OF STAY-1947 

Mode 0 f Te r Number of 
Persons 

Per cent of 
Grand Total 

Expendi- 
tures 

Per cent of 
Grand Total 

A. SHORT TERM TRAFFIC $ 

Auto: 
Local Traffic ................. 7,632,791 3366 14,021,163 5.82 
Repeat trips of permit holders 
Tourist Class, 1 Day ........... 
Tourist Class, 2 Days ......... 
Commuters .................. 

2,883, 129 
1,846,683 

912,187 
2,957 

12-71 
8-14 
4-02 
0.01 

- 
7,097,315 
9,043,289 

386,038 

- 
2.94 
3-75 
0-16 

Local permit holders .......... 10,877 0-05 498,363 0-21 
83 1.941 3-67 - - 

Bus, 	in-transit .................. 0-44 251,590 0.10 
Airplane, in-transit ............. 
Other travellers ................ 

9,292 
. 

,869,123 

.. 

0-04 
2147 

23,230 
14,188,415 

0-01 
5-89 

Total ................. 19,099,616 

.. 

.. 

84.21 45,509,403 18.88 .. 

.. 

.. 

B. LONG TERM TRAFFIC 

Auto: 

Rail, in-transit .................... 

Tourist Class, more than two 

.100,636 

days ...................... 
Summer Residents ............ 

2,130,311 
23,277 

.. 

.. 

9.39 
010 

82,735,256 
4,575,873 

34.32 
1-90 

647,543 2-86 56,581,636 23-47 
Bus ........................... 341431 1-51 16,495,429 6.84 
Rail ............................ 

Airplane ...................... 103,748 
333,914 

.. 

.. 

0-46 
147 

13,115,780 
22,072,274 

544 
9-15 Boat............................ 

Total ................. 3,580,224 

.. 

.. 

15-79 195,576,248 81-12 

GRAND TOTAL ........... .22,679,840 

.. 

100.00 241,085,651 100-00 

The general pattern of automobile traffic is disclosed by this analysis. 
There is a large volume of permit traffic on short visits of one or two days 
for which expenditures are not large. In 1947, 54 per cent of the permits 
issued covered trips of only one or two days and accounted for only about 
17 per cent of the expenditures of the permit group. One reason for a 
large part of this short term traffic covered by the traveller's vehicle 
permits is the heavy volume of intransit traffic which occurs across the 
peninsula of Southern Ontario between the States of Michigan and New 
York. As these travellers leave Canada by different ports from those which 
they enter it is necessary for them to take out a traveller's vehicle permit. 

The same general pattern, a concentration of expenditures by a 
relatively small part of the traffic, appears in the analysis of total numbers 
of United States tourists to Canada by all means of transportation as is 
shown in the accompanying statement for 1947. In that year 84 per cent 
of the total volume of non-resident entries across the border represented 
only 19 per cent of expenditures. It was the much smaller group of 
longer term visitors, constituting about 3,580,000 persons or 16 per cent 
of the volume of entries, which was responsible for the larger part of 
American travel expenditures in Canada, $196 million or 81 per cent of 
the total. 
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STATEMENT 30—EXPENDITURES OF CANADIAN TRAVELLERS IN 
THE UNITED STATES BY LENGTH OF STAY-1947 

Mode of T avel r Number of 
Persons 

Per cent of 
Grand Total 

Expend!- 
tures 

Per cent of 
Grand Total 

A. SHORT TERM TRAFFIC $ 

Motorists—One day .......... 5,032745 3494 6966,307 4.57 
209,717 

. 
1-46 3,533,996 2-32 Two days ............

Rail, 	in-transit ................ .10,020 .07 - - 
Other Travellers (pedestrians, 

local buses, ferries, etc.) 7,479,197 51-93 19,780,000 12-99 

Total ................. 12,731,679 88.40 30,280,303 19.88 

B. LONG TERM TRAFFIC 

Motorists—More than two days 425728 2-96 22,105,818 14.51 
Rail ........................ 575657 4-00 52,227,000 34-29 
Through Bus ................. 503,416 

.. 

3.49 34,627,000 22.73 
Airplane .................... 

.. 

.. 
.45 8,978,000 5.89 

Boat ........................ 
. 

00,861 70 4,117,420 2.70 

Total ................. 

.65,029 

1,670,691 

.. 

11.60 122,055,238 80.12 

GRAND TOTAL ........... .14,402,370 

.. 

10000 152,335,541 100.00 

An analysis of Canadian travel to the United States by length of 
stay, showing the number of persons and expenditures, reveals a general 
pattern of much the same type of distribution as is the case with American 
travel to Canada and shown in statement 30. These estimates covering 
the Canadian movement are also based upon the improved techniques 
already described. Instead of the Customs permits, voluntary statistical 
returns are received from the great majority of Canadian motorists 
returning from the United States through the co-operation of Customs 
officers at the border. Likewise samples of expenditures of other types 
of returning Canadians are obtained through expenditure cards distributed 
by Immigration officers. 

The analysis of exchange transactions made possible by the intro-
duction of exchange control in Canada has also provided new light on 
the financial aspects of international tourist expenditures. These data, 
however, do not in themselves provide satisfactory estimates of gross 
international expenditures although they do give some indication of the 
general magnitudes and currencies involved. A more satisfactory 
identification of transactions in United States exchange on travel account 
is possible than is the case with expenditures in Canadian dollars. The 
classification of transactions in United States dollars requires the analysis 
of dealings in United States cash through the banks and the estimation of 
the large volume of travellers' and other cheques which are settled in 
bulk amounts and not covered by separate exchange forms, being exempt 
because of their usual small individual size. The estimates of the Canadian 
dollar element of travel expenditures require the analysis of the supply 
and demand for Canadian dollars in the free market taking account of 
the changes in non-resident balances in Canada. The scope of the 
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exchange data varies considerably from one period to another depending 
upon changes in the public tendencies to use different currencies or 
channels of payment. 

The development of statistics on the traffic between Canada and the 
United States which has been described above has other extensive uses 
besides the estimation of international travel expenditures for the balance 
of payments statements. Statistical data are also produced from the 
details which have become available on the automobile and other types 
of movements across the border wijh the general purpose of analyzing 
international travel as it affects Canada in all its aspects. The most 
comprehensive presentation of these statistics appears in the annual 
report on Canada's International Tourist Trade prepared by the Inter-
national Payments Branch of the Bureau. Other data are also prepared 
for the use of various Government departments and the tourist trade 
generally. Regular monthly bulletins showing statistics on the inter-
national highway movements and other traffic are also issued giving 
up-to-date information on trends affecting the tourist trade as well as the 
items appearing in the balance of payments. 

130 



VI—INCOME RECEIPTS AND PAYMENTS 
The income item in the Canadian balance of payments is chiefly 

made up of interest on bonds and debentures and dividends on stock. 
Consequently it covers most income on securities of different kinds but 
excludes miscellaneous types of income which are described later. 
Exceptions to this general rule, however, are the profits paid by unincor-
porated branch businesses in Canada to head offices abroad or received 
by Canadian companies from unincorporated branches abroad. These 
profit remittances have generally been included among dividends as 
they often are not much different in character from dividends paid by 
wholly owned subsidiaries to parent companies. 

The interest and dividend item then covers the most significant and 
variable part of income payments and receipts arising from the large 
volume of investments entering into the Canadian balance of international 
indebtedness. This item usually covers all payments by Canadian 
debtors on bonds and stocks regardless of whether these income payments 
are converted into foreign currencies, or are held in Canada by nominees 
on deposit in special income accounts. Included, therefore, are accruals 
of income such as revenue accruing during the war period to residents 
of enemy occupied and proscribed territory from investments in Canada. 
Income of these kinds has been included as a debit in the interest and 
dividend item and offset by a credit in the capital account. 

The data do not, however, include reinvestments in Canada by 
externally owned or controlled companies when these have not been 
formally paid out as interest and dividends. One of the principal reasons 
for excluding this type of transaction is the difficulty of measuring exactly 
reinvestments of earnings. While Canadian data eventually become 
available indicating the magnitude of these reinvestments their computa-
tion is only possible after the collection of returns from a large group of 
companies affected. Furthermore there are in theory all the reinvest-
ments of earnings which arise in the case of portfolio investments. These 
reinvestments, however, are outside of the control of the non-resident 
owners whereas reinvestments of the earnings of wholly owned subsidiaries 
are subject to decisions of non-residents. While there may be theoretical 
reasons for preferring the inclusion of reinvested earnings in the income 
account the practical difficulties and delays in getting the information 
have led to the Canadian practice of limiting the account to actual cash 
payments. 

The method of covering income transactions varies with the main 
categories of receipts and payments; interest, and dividends and profits. 

Payments of interest to other countries on Canadian bonds and 
debentures are computed in detail from the records of bond issue originally 
sold out of Canada which are maintained in the International Payments 
Branch. These records of individual issues originally placed outside of 
Canada have been adjusted for subsequent retirements and refinancing. 
Important adjustments are also made according to the chief groups of 
issues to account for the effects of the trade in outstanding securities upon 
these records. Statistics on the net international trade in different groups 
of bonds, making these adjustments possible, have been available for 
the period since 1937. From 1932 through 1936 data were available 
only on the trade in total securities without an analysis by kinds of security. 
Sufficient data are available, however, to make satisfactory adjustments 
to the estimated interest payments computed on the basis of the original 
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distribution of Canadian ownership bonds. The net changes in ownership 
arising from the international trade in any short period usually represent 
only a minor part of the outstanding total of international investments. 
The calculation of interest payments also takes account of defaults of 
interest and payments of arrears, information on these being supplied by 
a special schedule when not available in public sources. Being estimates 
of payments rather than remittances the figures include a relatively small 
total of income which may be held by nominees in Canada, reinvested, 
or transferred irregularly. An analysis of interest payments to other 
countries for selected years is shown in statement 31. 

STATEMENT 31—INTEREST PAYMENTS ON CANADIAN BONDS AND 
DEBENTURES HELD OUTSIDE OF CANADA, BY GROUPS OF ISSUES, 

1927, 1938 and 1946 
(Millions of dollars) 

Group of Issues 
United States United Kingdom Totl Ouide 

of Cana a 

1927 1938 1946 1927 1938 1946 1927 1938 1946 

Dorninions (1) 19 20 29 9 11 - 28 31 30 

Provincials (1) 18 20 23 3 3 2 21 23 25 

Municipals ............ ..9 9 9 8 7 4 17 16 13 

21 

.. 

20 20 33 28 11 54 48 32 

Other Corporations 21 

.. 

15 20 9 5 4 31 21 25 

Steam Railways .......... 

Total Interest Paid to 
Non-Residents ....... .88 84 101 62 54 21 151 139 125 

(1) Including guaranteed issues other than railways. 

Since the introduction of exchange control another source of informa-
tion related to these interest payments has been the analysis of conversions 
of interest payments into United States dollars and sterling. This analysis 
has provided useful collateral data of varying completeness in different 
periods. When sales of exchange are classified to show sales covering 
the payment of interest they are closely indicative of the interest paid 
to non-resident investors during periods when investors generally take 
advantage of the privilege of converting their income into foreign curren-
cies. In periods when these conditions have existed the aggregate 
conversions into United States dollars to cover interest liabilities have 
agreed reasonably well with the amount of computed payments to the 
same group of investors abroad. 

Another useful check on the accuracy of the basic bond records 
from which the interest payments are computed has been provided by 
the declaration of Canadian holdings of securities payable in foreign 
currencies required of residents by the Foreign Exchange Control Board 
at the end of 1939. Statistics compiled from these declarations showed 
aqgregate Canadian holdings of the main groups of issues as being 
generally close to the Canadian holdings indicated by the records of 
geographical distribution of ownership of bonds. 
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Sources of information on dividends paid by Canadian companies 
to shareholders abroad have varied throughout the period during which 
statistics are available. The first comprehensive records of dividend 
payments to become available was an analysis of the amounts paid to 
non-residents of Canada provided by the Income Tax Branch of the 
Department of National Revenue. These figures provided the basis of 
estimates of dividends paid abroad in the earlier part of the interwar 
period. It was necessary to make certain deductions from the tabulated 
data in order to allow for certain items which were not relevant for balance 
of payments purposes such as stock dividends and certain other special 
situations. These figures, however, were only available in totals for all 
Canadian companies. They did not make it possible to analyze dividend 
payments by industrial groups and subdivisions. In order to make this 
additional analysis possible and to calculate more exactly the amounts 
paid to investors in each of the United States, the United Kingdom and 
other countries, schedules were sent out by the Internal Trade Branch to 
Canadian companies appearing in the corporation records as having a 
significant number of external shareholders. On receipt of these reports 
on total dividend payments by Canadian companies to shareholders 
abroad the data were distributed into the three geographical areas, the 
United States, the United Kingdom and other countries, on the basis of 
the corporation records maintained showing the number of shareholders 
abroad. The returns have been received for 1932 and most subsequent 
years from most Canadian companies with significant amounts of shares 
owned abroad. For certain groups of foreign owned companies the in-
formation on dividends was also obtained for the period back to 1926. 
But the coverage of the data has been most comprehensive since 1935 or 
thereabouts. 

This analysis of dividends to non-residents, which is classified by 
industries and kinds of business, shows the sources of this important group 
of Canadian payments to other countries. The classification of companies 
by nationality of control furnishes a further analysis of payments. Im-
portant changes in the pattern of dividend payments have taken place 
since the war as shown by statements 32 and 33. Among these changes 
there have been the decline in the relative importance of dividends paid 
by Canadian mining companies, particularly by the gold mining industry 
compared with the rise in payments by manufacturing industries controlled 
in the United States, and the reappearance of dividend payments by the 
Canadian Pacific Railway Company. 

With the introduction of exchange control another current source of 
information on dividends paid abroad by Canadian companies has become 
available. Companies paying dividends to non-resident shareholders are 
required to furnish to the Foreign Exchange Control Board information 
on amounts paid abroad, and current data on total payments to residents 
of the United States, the United Kingdom and other countries are now 
available from this source. 

For a number of years the profits of unincorporated branches re-
rnitted to head offices abroad have been included among the figures of 
dividends. In the aggregate these are relatively small as most American 
direct investments in Canada now take the form of subsidiary companies 
incorporated in Canada. In earlier periods payments of this kind were 
not included in the dividend item which was originally limited to formal 
declarations of dividends. In data for those years profit transfers have 
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been included with the group of miscellaneous income payments which 
are among miscellaneous current transactions, rather than with the 
separate item of income receipts and payments. 

STATEMENT 32—ANALYSIS OF DIVIDEND PAYMENTS BY CANADIAN 
COMPANIES TO NON-RESIDENTS OF CANADA 1938 and 1946 

(Millions of dollars) 

Type of Business 
United States United 

Kingdom 
Other 

Countries 
Total Outside 

of Canada 

1938 1946 1938 1946 1938 1946 1938 1946 

Manufacturing ............... 76-2 88-0 12-8 9-8 0-6 0.6 89-6 98-4 
MiningandSmelting .......... 39-5 29-3 6-5 4-2 4-0 1-3 50-0 348 
Railways and Public Utilities 4-4 13-8 5.2 11-8 0-4 1.2 10.0 26-8 
Merchandising ............... 

.. 

4-2 

.. 

6-0 0-6 0-7 0-4 0-2 5-2 6-9 
Financial .................... ..1-1 

.. 
2-2 1-3 3-3 0-5 0-3 2-9 5-8 

0-6 1-9 0-1 0-1 0-1 - 0-8 2.0 

Total above .............. 126-0 141.2 26-5 29-9 6-0 3-6 158-5 174-7 

Miscellaneous.................. 

Unclassified (') ............... 8-0 
.. 

7-8 05 3-1 1-0 1-4 9-5 12-3 

Total Payments ........... . 134-0 

.. 

149-0 27-0 33-0 7.0 5-0 168-0 187-0 

(I) Includes some remittances of profits by unincorporated branches. 

STATEMENT 33—ANALYSIS OF DIVIDEND PAYMENTS(') TO THE 
UNITED STATES BY COMPANIES CONTROLLED IN THE 

UNITED STATES 
(Millions of dollars) 

Type of Business 	 1938 	1946 

Manufacturing ................................. 	69-1 	80-3 

	

Mining and Smelting ........................... 27-3 	23-9 
Railways and Public Utilities ..................... 	3-5 	7.8 

	

Allother ...................................... 5-3 	8-0 

	

105-2 	120-0 

(') Includes only amounts classified in Analysis of Dividend Payments to Non-Residents. 

Receipts of interest on Canadian holdings of foreign bonds have been 
mainly computed from estimates of these holdings. Estimates of holdings 
before the war were built up from data obtained from security dealers 
and also on the original amounts of foreign bond issues placed in Canada. 
Some of these estimates were obtained retroactively and many of the 
transactions occurred before systematic records could be maintained. 
Furthermore for part of the subsequent period following the original 
purchase there were no complete data on liquidation of holdings of foreign 
bonds owned by Canadians. But a new source of information on holdings 
at the beginning of the war became available in 1939 when declarations 
of holdings of foreign securities were required of residents of Canada 
by the Foreign Exchange Control Board. These were tabulated in detail 

134 



showing the geographical distribution of Canadian holdings which were 
declared. While there were some types of holdings exempt from the 
declaration the data are believed to have covered the major part of Can-
adian holdings and have provided a new improved basis of computing 
interest receipts. Supplementing this source is an analysis of receipts 
of United States dollar exchange which shows a large part of the interest 
received from these bonds. Exact records of all income from this latter 
source are not available, however, as no analysis of sundry receipts of 
United States dollar instruments is available and a large part of interest on 
portfolio investments in bonds by individuals would be in small amounts. 
The analysis of exchange transactions, however, does include the larger 
receipts and also covers such important new kinds of interest receipts 
as that collected by the Foreign Exchange Control Board on holdings of 
short term United States securities. 

Data on receipts of dividends by Canadian companies from direct 
investments abroad are, however, more completely covered by the analysis 
of exchange receipts as the amounts are normally large enough to be 
described individually. A major part of portfolio dividends is also 
shown by the analysis of exchange receipts. Many receipts of dividends 
by portfolio investors are, however, below the reporting limits and con-
sequently are not available from the analysis of exchange receipts. 
The amount of the sundry unidentified receipts of dividends by portfolio 
shareholders has consequently. to be estimated. Additional information 
on the general level of dividend receipts and their sources is also compiled 
each year on the basis of the dividends declared on the stocks which were 
held by Canadians at the beginning of the war, adjusted for the effects of 
changes in ownership since then. These figures furnish a check on the 
completeness of the data derived directly from the current exchange 
sources. Another source employed for the same purpose is the data on 
dividend payments to Canada used by the International Economics Unit 
of the United States Department of Commerce in estimating the balance of 
payments of the United States. This latter source was also employed before 
the war. During that period current statistics were also collected directly 
by the Internal Trade Branch from Canadian companies having direct 
investments abroad, but dividends on portfolio investments at that time 
could only be estimated from Canadian sources. 

As mentioned above the item in the balance of payments covering 
interest and dividends excludes miscellaneous remittances of income of 
different kinds. Data on these remittances first became available from 
the analysis of exchange receipts and payments developed in 1940. 
Estimates of miscellaneous income have been made for the prewar years 
on the basis of records obtained since 1940. Throughout the period 
commencing with 1926 the estimates of miscellaneous income are included 
among the miscellaneous current transactions because of their diverse 
character and the lack of precise information for a large part of the period. 
The miscellaneous remittances cover receipts and payments of the follow-
ing types: interest on mortgages and loans, rents, crop share rentals, 
income received by Canadians from foreign estates and trusts, profits 
from speculation and certain types of business like the income of Canadian 
financial institutions from their branches abroad. Certain profits of 
unincorporated branches of industrial and commercial concerns are also 
included in the earlier part of the period covered in the balance of pay-
ments. A large part of the miscellaneous income is offsetting, there being 
substantial Canadian receipts as well as the laruer Canadian payments. 
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STATEMENT 34—ANALYSIS OF RECEIPTS BY CANADA OF INTEREST 
AND DIVIDENDS FROM OTHER COUNTRIES 1938 and 1947 

(Millions of dollars) 

1938 	 1947 

Interest I Dividends I Total 11  Interest 1 Dividends) Total 

From United Kingdom ....... 09 25 1-0 7-0 8.0 
From United States 

Direct Investments ........ 

.1.6 

5.4 4.3 9-7 ( I ) 140 14-0 
Portfolio Investments ...... 13.8 153 3-0 16-0 19-0 
Other Assets ............. 

..1.5 

..- - - 2.0 - 2-0 

Total .................. 18-1 25-0 50 30.0 35•0 

From Other Countries 

.. 

Government Loans ....... 

..69 

0.4 - 0-4 2-0 - 2.0 
Direct Investments ........ 0-5 26-2 26-7 - 9-0 90 
Portfolio Investments ...... 3-4 

.. 

.. 

8.3 11 -7 2-0 6-0 8.0 

Total .................. 

.. 

34-5 38-8 4-0 15.0 19.0 
Total from All Countries ..... 

.4-3 

.12-8 53-5 66-3 10.0 52-0 62-0 

(') Interest from direct investments in the United States is included with dividends 
in 1947. 
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Vu—MISCELLANEOUS CURRENT TRANSACTIONS 
The composition and methods of estimating this item have changed 

greatly in the period since the beginning of the war. During the war 
various types of government expenditures both receipts and payments 
made up important parts of the total. Since the war these have again 
receded in relative size although there still have been abnormal govern-
ment transactions not found in the prewar period. 

Before the war the principal components of the item, which were 
directly estimated by various methods, were personal and institutional 
remittances, migrants' funds, government pensions and other expendi-
tures, commercial and administrative expenses arising from direct 
investments, advertising transactions, motion picture royalties, other 
royalties and services, earnings of residents of Canada in the United 
States and earnings of residents of the United States in Canada. The 
methods of covering these groups of transactions have been described in 
The Canadian Balance of International Payments, a Study of Methods 
and Results, 1939. In general the sources employed covered these 
transactions by returns received on special schedules or other direct 
enquiries or by indirect estimates of varying degrees of accuracy. Ex-
amples of the transactions covered by direct records were expenditures 
of foreign governments in Canada on consular and diplomatic representa-
tion, government pensions, benevolent remittances for charitable and 
missionary purposes, expenditures on advertising, and motion picture 
rentals and royalties. Personal remittances and other transactions of 
individuals like migrants' funds and earnings of international commuters 
were estimated by various procedures, data related to these directly and 
indirectly being employed although in no case did this latter type of 
information cover an actual analysis of exchange remittances or other 
banking transactions. 

The principal recent revisions made in the estimates of the prewar 
period have been the inclusion of estimates of miscellaneous income not 
represented by interest or dividends on securities, increases in the amounts 
of personal and migrants' remittances and the inclusion in this item of 
certain current. service transactions reported between branches and 
subsidiaries of foreign companies in Canada and Canadian companies 
with branches and subsidiaries abroad. These latter had originally been 
covered in the net intercompany transactions of these companies shown 
consolidated with capital transactions in a separate item of the capital 
account before the war. 

In the prewar estimates no insurance transactions are included in the 
current account. This is because the predominant movements on insur-
ance account reported on special schedules sent to the insurance com-
panies in Canada were of a generally capital character and therefore 
included in the capital account. During this period the largest move-
ments were between head offices and branches of life insurance companies 
and generally represented transfers of surplus funds for investment rather 
than the current direct payment of premiums and claims, head office 
expenses and profits. While there were some current transactions of 
this kind included in the data reported they appear to represent a minor 
part of the totals and were in any case to a large extent offsetting. Other 
insurance transactions, like those directly connected with investment in 
securities, were of course included in other items of the capital account. 
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One important group of transactions for which no specific estimates 
were included in the prewar statements are inheritances and other 
transactions connected with the settlement of estates and trusts. There 
was no satisfactory basis of estimating these items in that period. While 
data have become available as a result of exchange control on the actual 
cash remittances connected with these transactions, which show them 
to be substantial, there appear to be both large receipts and large pay-
ments in Canada's international accounts with the result that the net 
amount is not exceptionally large. The omission of these transactions 
from the current account before the war, therefore, probably did not 
greatly affect the net balance. 

An analysis of the item Miscellaneous Current Transactions for the 
year 1938 follows: 

STATEMENT 35—MISCELLANEOUS CURRENT TRANSACTIONS, 1938 
(Millions of dollars) 

Receipts Payments 
Personal remittances .................................. 12 25 
Institutional remittances ............................... 1 2 
Migrants' 	funds ...................................... 3 4 
Earnings of international commuters .................... 3 2 
Government pensions ................................. 4 7 
Other government expenditures ........................ 3 5 
Advertising expenditures .............................. 3 3 
Motion picture royalties and rentals ..................... -  5 
Other royalties and services (net) ....................... 14 
Services and other current transactions of international 

direct investments ................................ 4 25 
Miscellaneous income (') ..................... ......... 13 22 

Total mtscellaneous current transactions ................. 46 114 

(I) Includes a relatively small amount of profit transfers. 

During the war government expenditures became exceedingly large, 
particularly those arising from Canadian military operations abroad, 
Commonwealth air training in Canada, and the construction by the United 
States of airfields, highways and pipe-lines in Northern Canada. The 
largest of these groups of transactions were the expenditures of the 
Canadian forces in the United Kingdom shown in the item "Canadian 
Overseas Expenditures" and described in an earlier chapter dealing with 
current transactions with the United Kingdom during the wartime period. 
Information covering these was obtained from an analysis of official 
accounts. Finally after the close of the war in 1945 and 1946 there were 
Canadian reimbursements to other Western European countries arising 
out of war expenditures during the military operations on the continent. 

British war expenditures in Canada were on air training and other 
wartime activities such as naval operations, internment, munitions inspec-
tion and general administration. There were also expenditures by the 
other Dominions on air training. All of these expenditures are shown 
separately in the item of "War Services" appearing in the accounts of 
Canadian receipts from the United Kingdom and other Empire countries. 
Data on these were generally obtained through an analysis of official 
accounts. 

The other major groups of military expenditures were the outlays 
of the United States Government on the Alaska Highway, telephone lines, 
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airfields, the Canol pipe-line and other defence activities in Northern 
Canada. These were particularly large between 1942 and 1945 and appear 
in "Other Current Transactions" in the current account with the United 
States. Separate figures for this group of expenditures are not shown as 
some of the transactions were difficult to distinguish sharply from other 
current items like travel. The major part of the expenditures, however, 
were through official accounts and were readily identifiable in the analysis 
of exchange receipts. The total of United States Government expenditures 
in Canada exceeded several hundred millions of dollars and the expendi-
tures were heaviest in 1943 and 1944. In 1944 an important part of the 
debit item "All Other Current Expenditures" in the account with the 
United States is made up of special payments by the Canadian Govern-
ment to the United States Government to cover the repurchase of airfields 
and telephone lines and other settlements. 

Another important change during the war and since has been in the 
treatment of transactions on Newfoundland account. While Newfound-
land has been part of the "Canadian dollar area" for many years the 
currency aspects of the situation became more significant following the 
introduction of foreign exchange control by Canada and Newfoundland. 
Consequently since 1940 Newfoundland's net United States dollar receipts 
have been included with all other current receipts from the United States. 
Since 1941 these have been larger than formerly due originally, to a large 
extent, to the expenditures of the United States Government on the con-
struction of bases in Newfoundland and latterly to the subsequent main-
tenance and exterfsions of the bases. The effect of this procedure is that 
Newfoundland transactions have been treated as part of the Canadian 
dollar area since 1940. While this relationship also existed before the 
war the currency aspects of the situation became more significant with 
the introduction of exchange control by Canada and Newfoundland. 

In dealing with Newfoundland transactions in sterling, the effects of 
new exchange procedures are not very great. Net  transactions in sterling 
by the Foreign Exchange Control Board on Newfoundland account have 
been treated as a currency adjustment in the Canadian capital account 
with the sterling area. While this procedure might on the surface appear 
inconsistent with the treatment of United States dollar receipts it should 
be pointed out that the amounts have been usually of relatively insignificant 
size except in the years when there were substantial capital payments, 
making this the logical place more representative of the transactions. 

In conclusion it might be pointed out that the practice of dealing 
with Newfoundland transactions since 1940 is not greatly different in its 
net effects from what probably would be the practice if Newfoundland 
were part of the Canadian Confederation. The principal changes which 
probably would be introduced in those circumstances would be the 
division of Newfoundland transactions with other countries according to 
the usual balance of payments classifications and the addition of trans-
actions in Canadian dollars with other countries which is in contrast to 
the inclusion of only the net transactions in foreign currencies as is now 
being done. 

In the statements of the Canadian balance of payments for years 
before the war transactions between Canada and Newfoundland were 
treated in the same manner as transactions between Canada and other 
countries. Although official estimates are not available on Newfound-
land's balance of payments before the war the current account balance of 
Newfoundland with all countries other than Canada in the typical prewar 
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years, judging by available data, seems to have been comparable in size 
and opposite in sign to the current account balance with Canada. Con. 
sequently the Canadian statements for that period would not likely have 
been much different if the new procedures of dealing with Newfoundland 
followed in recent years had been in effect. 

Since the introduction of exchange control the technique of measuring 
most of the types of payment falling in the group "Other Current Trans-
actions" has centred as far as possible around the analysis of exchange 
transactions, although it has been necessary to use other sources as well 
supplementing this source. The analysis of exchange transactions pro-
vides a direct record of a large part of these items in those cases where the 
individual amounts are large enough to require an exchange form on 
which the purpose of the transaction is stated. But all international service 
transactions are not covered as simply as this. Many current settlements 
for services and personal remittances are too small to require a separate 
exchange form. These small transactions are settled in bulk and no 
accurate division is available although samples of the composition of such 
sundry settlements have been obtained from time to time. The volume 
of these sundry settlements has been greater in the case of receipts of 
exchange than in the case of payments of exchange and important varia-
tions in volume have arisen from time to time from changes in the size of 
amounts exempt from the use of forms. The sundries have been divided 
approximately between broad functional groups on the basis of such 
information as is available and the resulting detail is allotted to the appro-
priate items of the balance of payments. The resulting estimates of 
miscellaneous current transactions through these channels are of varying 
quality when they are subdivided into smaller groups of transactions, 
although they should be more accurate in the aggregate. 

Other data on miscellaneous current transactions only become avail-
able from the analysis of the international business handled through 
permit holders of the Foreign Exchange Control Board. Certain permit 
holders, for example, are allowed to employ foreign currency accounts 
and inter-company accounts and to offset many types of receipts and pay-
ments. The analysis of the international exchange of services through 
these channels is made according to various broad functional classes 
but not in sufficient detail to permit satisfactory estimates to be made of 
the smaller subdivisions of transactions. 

As a result of these limiting factors on the use of exchange data in 
estimating miscellaneous current items the amount of classification which 
can be completely carried through for some types of item is reduced. 
The presentation of statistics on miscellaneous current transactions is 
therefore limited to a few broad groups which can be more readily 
segregated. At the same time a great deal of information is available 
on a wide range of current services and remittances as a result of the 
exchange analysis. But the extent to which this information may cover 
the complete range within some subdivisions of transactions varies with 
the nature of the transactions and the typical channels through which 
they are normally carried out. But despite these limiting factors there is 
some assurance that the miscellaneous current transactions are adequately 
measured in the aggregate. Similarly unusual sporadic non-recurrent 
payments, which often have important effects upon totals, are usually 
automatically covered by the analysis of exchange transactions. In using 
exchange data to cover miscellaneous current transactions the problems 
chiefly arise when attempts are made to break down the totals. 
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The alternative type of method employed before the war was to attempt 
to build up totals of current transactions in services by measuring individual 
types of services. The degree of success in doing this is affected by the 
extent to which the transactions are centralized or can be covered by the 
selected use of questionnaires. It is easier, for instance, to cover items 
like motion picture royalties and advertising and government expenditures 
by the prewar method than to estimate widely dispersed dealings like 
personal remittances. 

STATEMENT 36—MISCELLANEOUS CURRENT TRANSACTIONS, 1946 
(Millions of dollars) 

Receipts Payments 

	

Military expenditures and surplu€ property .............. 24 	127 

	

Military pensions ..................................... 3 	7 

	

Other government expenditures ........................ 11 	12 

	

Personal and institutional remittances ................... 26 	38 

	

Inheritances ......................................... 30 	14 
Migrants' funds ...................................... 	35 	20 
Insurance transactions ................................ 

	

7 	14 

	

Miscellaneous income ................................. 22 	33 

	

Other services including Newfoundland transactions ..... 116 	152 

	

274 	417 

The accompanying analysis of Miscellaneous Current Transactions 
in 1946 shows how large and diversified international payments have 
become. The volume and composition have changed greatly from before 
the war with the extension in Canadian activity and incomes, although 
some part of the changes arises from different statistical procedures. The 
postwar figures, for example, include 'inheritances, Newfoundland trans-
actions, and a segregation of what are believed to represent current 
transactions on insurance account as distinct from capital transactions. 
The residual group of other services in 1946 is very large. It includes 
gross transactions for a number of items which were shown as net in the 
prewar estimates. While some of the types of transactions now being 
covered were too elusive to cover in prewar methods of estimation it 
would appear that a large measure of the possible omissions from the pre-
war estimates were on both sides of the accounts and therefore offsetting 
in their effects. As already indicated these services cannot readily be 
subdivided because of the nature of the sources employed. The exchange 
of services furthermore embraces a very heterogeneous range of types 
which are difficult to fit into any but the broadest descriptions. Commer-
cial and financial services of various kinds are an important part of the 
total. Professional, technical, and management services connected with 
direct investment operations also are very heavy. While these were 
reported before the war on schedules sent to the foreign branch plants 
and Canadian companies with branches abroad, payments during recent 
years have been augmented by the high degree of business activity and 
by investment programs which entail heavy outlays of this kind. Also 
important are the operating expenses of offices and agencies, royalties, 
and countless other types of services entering into modern business and 
recreation. 
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Vill—CAPITAL MOVEMENTS 

The Canadian capital account classifies transactions according to 
certain broad categories which are significant for most analytical pur-
poses and which may be readily derived from the sources of information 
available such as new issues and retirements of securities, the trade in-
outstanding securities, government lending and other special official 
transactions, changes in official reserves, etc. Items of this kind cover a 
large part of the capital movements. Other movements cover a great 
range of transactions which for the most part arise out of private direct 
investments other than in securities and a variety of changes in cash 
balances and other forms of short term assets and liabilities. For con-
venience of summary presentation of capital movements over a period of 
years the items shown separately are limited to a few of the categories. 

More detailed analyses are made for various purposes but the 
presentation of these over a period of years gives rise to problems of 
comparability as the transactions of significance in the capital account 
have varied considerably from one period to another and even from year 
to year. There are other capital movements arising out of the changes in 
the financial position of companies engaged in international operations 
which are usually difficult to fit into a logical functional scheme. Other 
analyses of capital movements are made according to currency or country, 
further complicating the data. 

Capital transactions affecting the prewar balance of payments were 
analyzed and described at length in Chapters XV to XXI of the Canadian 
Balance of International Payments, a Study of Methods and Results. Many 
of the characteristics of the prewar movements remain but there is now 
the changing background of Canadian exchange control which influences 
or determines the manner in which capital movements on private account 
now take place. The analysis of exchange transactions made possible 
by exchange control has provided a valuable source of information on 
capital movements which has taken the place or supplemented some of the 
prewar methods of collecting data. For many types of capital movement the 
analysis of foreign currency transactions provides a reasonably complete 
record, although for many transactions this must be supplemented by 
available data on transactions in Canadian dollars. For example the 
analysis of the purchase and sale of foreign exchange arising out of security 
transactions must be supplemented by data on international security 
transactions in Canadian currency. The resulting data do not show the 
gross exchanges of securities which take place in the international trade in 
outstanding securities or the exchange of one type of Canadian security for 
another. The selection of security transactions on the basis of exchange 
transactions also introduces a different line of demarcation between 
transactions in securities and other kinds of capital movement which may 
have some counterpart in security transactions. Consequently the under-
lying basis of some capital movements classified as security transactions 
in this way may be different from more normal international trading in 
securities. The capital transactions of many companies with an inter-
national scale of operations may involve security transactions and these 
for some purposes might be regarded as security items or for other pur-
poses as a different type of transaction, e.g. direct investment, insurance 
company business, settlement of estates, or migrants' funds. 

In recent years security transactions have been covered in the balance 
of payments by the analysis of exchange dealings supplemented by avail- 
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able data on business taking place in Canadian dollars as other private 
capital movements for the most part have been derived from similar 
sources. In this way it can be ensured that the border line transactions 
lying between typical trading in securities and other categories of capital 
movement can be definitely placed in one capital item or the other. The 
resulting data covering securities, however, do not show all of the aspects 
of international security transactions which are needed in analyzing these 
movements. But they are supplemented by the regular monthly returns on 
international security transactions received by the Bureau since 1933 from 
investment dealers, stock exchanges, banks, and other agencies in Canada. 
These latter statistics cover the gross exchanges of securities arising from 
trading and produce data on the extent to which non-resident ownership 
of different groups of securities are changing. For the period between 
1942 and 1946 when capital inflows from the United States were extra-
ordinarily heavy the latter series did not cover all sales of securities for 
which United States exchange was received, chiefly because of sales by 
insurance companies and certain other inflows of capital not passing 
through security dealers in Canada. Some of the insurance company 
transactions not covered in these statistics were in effect certain special 
sales of securities in the United States by Canadian companies followed 
by the purchase of British securities, the foreign exchange being bought 
and sold through the Foreign Exchange Control Board. These monthly 
returns on the security trade were used before the war in conjunction 
with annual returns from insurance companies, trust companies, companies 
with international direct investments, and other agencies not reporting 
monthly. These sources of information were designed to be used in con-
junction with the monthly returns on security transactions through security 
dealers and they covered some security transactions which were more 
related to other items of the capital account than the item covering the 
security trade. 

Besides security transactions the most important private transactions 
are those connected with direct investments of capital in business under-
takings. These may take many forms and occur in a variety of ways. 
They arise from the operations in Canada of the large number of foreign 
owned and controlled businesses, and operations abroad of branches and 
subsidiaries of Canadian companies. A description of these movements 
before the war appears in Chapters XIX and XX of the Canadian Balance 
of International Payments, a Study of Methods and Results. Capital 
movements arising from direct investments and insurance transactions 
have been shown in two separate items in published statements of capital 
movements for the prewar period. For recent years the changes in assets 
and liabilities connected with direct investments are shown in Tables XX 
and XXI, classified in accordance with the scheme of presentation drawn 
up by the Research Department of the International Monetary Fund. The 
same statements show an analysis of capital movements classified according 
to their effects upon Canada's foreign assets and liabilities and divided 
between long term and short term capital. A further division is shown of 
private transactions as distinguished from those of official and banking 
institutions. The short term category in these tables generally includes 
investments maturing on demand or within twelve months after the 
obligation was incurred. 

Capital transactions on government account have become particularly 
important in recent years with the wartime financial measures described 
in Chapter IV and the postwar loan of $1,250 million to the United Kingdom 
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and export credits extended by Canada to other countries in Europe and 
Asia under Part II of the Export Credits Insurance Act. The transactions 
of significance for the balance of payments are the actual drawings on 
the loans and credits including the interim advances which were made in 
1945 and 1946 prior to the completion of some of the loan agreements and 
repaid later in 1946 and 1947. A small amount of the principal on the 
export credits was repaid in 1947 with further repayments in 1948. 

The remaining groups of capital movements are those connected with 
changes in the official reserves, other cash balances, and other forms of 
short term position. Under exchange control the major parts of these are 
accurately recorded, such as official reserves of gold and United States 
dollars and private working balances permitted companies and institutions 
with international operations. Other changes in private short term posi-
tion such as the current receivables and payables of private businesses 
continue to be elusive, although some changes of this kind are reported 
regularly to the Foreign Exchange Control Board. The changes in official 
reserves have a special significance, of course, as they directly reflect 
the fluctuations in the nation's receipts and payments of foreign exchange 
and provide a reserve of short term assets to meet deficits from commercial 
and financial transactions in an unstable world. 

Canada's official liquid reserves are now made up chiefly of gold and 
United States dollars held by the Foreign Exchange Control Board. In 
addition there are the other United States dollar balances of the Govern-
ment held for general purposes of the Canadian Government. Changes 
in the official reserves are shown in the capital account with the United 
States dollar area as they represent the reserves which may be employed 
in meeting Canada's current deficits with the United States. The signific-
ance of gold in this connection has been described in the section of Part 
II on Gold Transactions. More details on the composition of the official 
reserves and the policies of the Government associated with these are 
presented annually in the reports of the Foreign Exchange Control Board 
to the Minister of Finance. The division of the official reserves between 
gold and United States dollars for a period of years is shown in statement 8. 
Prior to the introduction of exchange control the items most comparable 
to this were those showing the net change in the external assets of Canadian 
banks and the net movement of monetary gold. 

The principal groups of other cash balances which are also a part of 
Canada's short term assets are the working balances in foreign currencies 
of Canadian companies and financial institutions maintained in connection 
with their international business. Canadian banks and insurance com-
panies have extensive business through their branches abroad. Most of 
the cash balances of these companies abroad are consequently part of 
the foreign assets connected with their foreign business and fluctuations 
in the balances do not therefore necessarily directly affect the Canadian 
balance of payments. But many Canadian companies with an export or 
import business also have working balances abroad which are part of 
Canada's short term position. 

Among Canada's short term liabilities are the balances of non-
residents in Canadian dollars maintained with Canadian banks. The 
total of these is substantial and covers a large number of balances in 
Canada maintained by non-resident individuals, banks, and other business 
concerns. In recent years there have also been important balances main-
tained in Canada by the British and other governments in connection with 
purchases of commodities in Canada and other activities. Semi-annual 
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returns on non-resident balances in Canada to the Foreign Exchange 
Control Board provide the chief source of information. 

The remaining short term position changes mainly arise from fluctua-
tions in intercompany accounts and other commercial accounts payable 
and receivable connected with international trade. These are reported 
regularly in cases where the Canadian principals are permit holders of the 
Foreign Exchange Control Board. Changes in one form of short term 
position like cash balances, of course, may be due to changes in other 
forms of short term assets or liabilities. Consequently if all types of short 
term change are not covered in the balance of payments, changes in one 
type may be deceptive as a record of international capital movements. 
There is also a large volume of international trade giving rise to fluctuations 
in short term indebtedness which is not covered in this way. This type of 
unrecorded short term capital transaction is one of the factors reflected 
in the balancing item of errors and omissions in balance of payments 
statements. 

Arising out of Canadian membership in the International Monetary 
Fund and the International Bank for Reconstruction and Development 
have been Canada's subscriptions to the capital of these institutions which 
by the end of 1947 amounted to $300 million and $65 million respectively. 
The subscription to the Fund included $75 million in the form of gold while 
in the case of the subscription to the Bank only a small part was in the 
form of convertible exchange. The remainder of both subscriptions was 
made in the form of demand notes of the Canadian Government or in 
Canadian funds. In both of these cases the transactions are offsetting 
as far as the capital account of the balance of payments is concerned. The 
increase in foreign assets was offset by corresponding increases in Can-
adian liabilities abroad in the case of the subscription in the form of notes 
and deposits in Canadian currency, while the subscription in the form of 
gold or convertible exchange resulted in a change in the form of Canadian 
assets abroad. 
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IX—INTERNATIONAL INVESTMENTS 
Records of the international investments entering into the Canadian 

balance of international indebtedness have been built up in the Bureau 
during a period extending over two decades. British and foreign invest-
ments in Canada constitute one of the major parts of these records, and 
Canadian investments abroad make up the other group. 

The non-resident investments in Canada have always been of special 
significance to the balance of payments because of their size and their 
effects upon various items of the international accounts. In order to cover 
the large part of these investments which is in Canadian companies a 
set of extensive corporation records has been developed. Details relating 
to investments are maintained for each Canadian company in which 
there is an appreciable investment by non-residents of Canada. These 
include information on the capital of companies with data on the amount 
of various issues of stocks and bonds owned outside of Canada. The 
foreign ownership is divided into holdings in the United Kingdom, the 
United States, and other countries. With this information it is possible 
to classify foreign investments in Canadian companies according to the 
country or area of ownership and control, and by the kinds of business 
or industrial groups or subdivisions in which the companies are engaged. 
These returns provide a particularly reliable record of non-resident 
ownership of most stocks of Canadian companies since the ownership of 
most issues of stocks can be obtained from share registers. There are, of 
course, some cases of non-resident ownership which are not disclosed in 
this way, such as instances where shares are held by nominees in Canada 
for the account of beneficial owners abroad. However, there are other 
sources of information on some parts of the non-resident investments 
through nominees as, for instance, data on investments of non-resident 
owned investment companies which supplement the general corporation 
records. 

In the case of non-resident holdings of bearer securities, like most 
issues of bonds and debentures, the information on the distribution of 
ownership reported is, of course, less exact although many companies 
are able to provide an estimate of non-resident holdings. In those 
instances where estimates of the ownership of bonds are not available in 
this way, the circumstances connected with the original sale are taken into 
account. This procedure is followed with regard to issues of government 
and municipal bonds. Bond records are maintained for all Canadian 
bonds originally sold outside of Canada. Bond issues payable in a 
foreign currency have generally been floated outside of Canada. Estimates 
of original distribution have been obtained from various British, American, 
and Canadian sources. When adjusted by available information on 
subsequent changes in ownership these data are believed to provide a 
fairly reliable record of non-resident holdings of the principal groups of 
investments. Indirect indications on the volume of Canadian bonds held 
abroad tend to corroborate the general accuracy of the adjusted bond 
records in the aggregate. Among these indirect indications are the sales 
of foreign exchange to service interest payments on Canada's bonded 
debt, and declaration of foreign securities required of residents of Canada 
by the Foreign Exchange Control Board in 1939. The foreign securities 
included Canadian issues payable in foreign currencies, the group of 
Canadian bonds most generally held abroad, but small holdings were 
exempt from the required declarations. 

146 



Subsequent changes in the original distribution of ownership outside 
of Canada of outstanding bonds are indicated by the data on the inter-
national trade in securities reported by security dealers and other agencies. 
Since 1937 these figures have been classified according to the chief 
groups of bonds and stocks. They consequently can be used in adjusting 
the bond records showing the original distribution. 

The selection of a basis of valuation to be used in evaluating inter-
national investments presents problems, particularly in the case of 
investments in stocks or in other equities. - In most of the statistics on 
international investments issued by the Bureau before the war, the basis 
of valuation employed was the "capital employed' as reported on annual 
schedules filed by Canadian firms reporting to the Census of Industry. 
While these data had the advantage of being available for individual 
industrial plants there were limitations to their use in evaluating non-
resident investments in all types of business in Canada as the figures were 
not available for some groups of business. The capital employed item 
provided a figure which was generally representative of the book values 
although not necessarily exactly the same. There was a lack of uniformity 
in the way in which the data were reported and figures for a single com-
pany with operations extending over a number of plants and industries 
could not readily be consolidated for use in the corporation records where 
data on non-resident ownership were reported for corporations rather 
than plants or other units belonging to the corporation. There were also 
difficulties in relating data on capitalization to totals of capital employed. 

In order to obtain a more consistent and accurate measure of the 
value of investments a new basis of valuing equity investments was intro-
duced several years before the recent war in the case of direct invest-
ments in Canada, the value of capital stock as shown by the balance sheets 
of companies, taking account of accumulated surpluses or deficits, being 
substituted for the capital employed figures formerly used in all invest-
ment records. Figures published before the war on British and foreign 
direct investments in Canada in 1936 and 1937 were compiled on this 
basis and the book value method was soon extended to all equity invest-
ments. Statistics on British and foreign investments in Canada calculated 
on the book values basis were first published for all investments for selected 
years in the prewar period 1926-1939 in 1945. Again early in 1947 data 
for 1945 were published in the report, The Canadian Balance of Inter-
national Payments 1926-1945. 

In showing the relative significance of foreign investments in Canadian 
industry it is necessary to have some measure of the total investments of 
capital in Canada by Canadians as well as by non-residents. The capital 
employed statistics of the Census of Industry provided a measure of over-all 
investment which could be used along with the records of non-resident 
capital invested in Canada in estimating the proportion of Canadian 
industry owned abroad. But the question regarding "Capital Employed" 
was discontinued by the Census of Industry during the recent war. How-
ever, a new source of information on the balance sheet value of all Canadian 
companies has become available through the tabulation of financial data 
for Canadian companies by the Taxation Division of the Department of 
National Revenue. Figures from this source for 1945 and 1946 covering 
companies making income tax returns show the book value of capital 
stock of Canadian companies. These data have been used in estimating 
the proportions which non-resident capital represents of all investments 
of capital in Canadian industry and business. 
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The book value of stocks is, of course, not necessarily close to the 
market value which is a basis of valuation sometimes taken to be of 
significance in considering international investments. But market valua-
lions do not offer a consistent basis for evaluating all types of international 
investment. For many kinds of investment, particularly in the field of 
direct investments in branches or wholly owned subsidiaries, there is no 
market value available although there is normally a book value. Book 
values also provide a more stable basis than do market quotations, and 
usually reflect the amount of capital invested. They furthermore reflect 
the investment or disinvestment of current earnings in Canada throwing 
light on changes due to these important factors. At the same time it must 
be recognized that book values are subject to the limitations of the balance 
sheets from which they are derived. A comparison of book and market 
values for the principal groups of investments is made in section VI of 
Part I of this report. 

In valuing non-resident holdings of Canadian bonds and debentures 
the par values expressed in Canadian dollars are used. Consequently 
issues payable in sterling or United States dollars are converted at the 
par of exchange. These values are more representative of the capital 
invested originally than are market values. 

A more extended description of the statistical procedures relating 
to non-resident investments in Canada which were followed before the 
war appears in Chapters III, IV and V of the Canadian Balance of Inter-
national Payments, a Study of Methods and Results. 

The most comprehensive data covering private investments of 
Canadian capital abroad are the records maintained by the Bureau of 
Statistics of Canadian companies with direct investments in branches, 
subsidiaries, or controlled companies located outside of Canada. Up-to-
date information on the location of the investments and their value is 
collected on schedules. The general valuation followed is the book value 
as shown on the books of the companies abroad rather than the values 
at which the external investments are carried in the books of the Canadian 
parent companies. 

The other main group of private investments which are recorded is 
the portfolio holdings of foreign securities held by Canadian individuals 
and companies. Estimates of these were built up before the war from 
various sources described in Chapter VI of The Canadian Balance of 
International Payments, a Study of Methods and Results. More compre-
hensive and detailed sources of information became available early in the 
recent war when the declarations of holdings of foreign securities were 
required of residents of Canada by the Foreign Exchange Control Board. 
These holdings were tabulated in detail showing the foreign companies 
and governments issuing the securities. From these records classifications 
of securities by nationality and types became available in greater detail 
than ever before. These data are believed to have covered the major 
part of Canadian holdings of foreign securities although small holdings 
were not required to be declared. 

The new data on Canadian holdings of foreign securities tend to 
corroborate early estimates of Canadian holdings of United States securi-
ties, but they did not show as large holdings of other foreign securities as 
had been previously estimated, particularly in the case of Latin American 
bonds. Some of the Canadian holdings of Latin American bonds originally 
reported to have been sold in Canada are believed to have been liquidated 
in the decade before the recent war. On the other hand larger holdings 
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of United Kingdom securities and securities of other British countries, 
widely distributed as to types of security, were shown than had been 
estimated originally. It would appear that many of these investments 
arose from the migration of British people to Canada, or from inheritances. 

The records of Canadian holdings of individual issues of stock were 
used to construct statistical tables showing the value of Canadian invest-
ments abroad. In the case of the important group of stocks of United 
States companies quoted on the New York Stock Exchange or other major 
exchanges in the United States it was possible to calculate market values 
of holdings. Book values of the principal holdings of stocks were also 
calculated for a sample covering the major part of Canadian investments 
in United States stocks, which are concentrated in a relatively small 
number of issues. It has not been feasible to adjust these records for 
subsequent changes in Canadian holdings of individual issues, but 
changes in Canadian holdings of the principal groups of United States 
and foreign securities can be estimated from data reported currently on 
the international trade in securities. 

Data relating to Canadian holdings of United States and foreign securi-
ties shown for recent years are consequently not as satisfactory as the 
declarations of holdings for 1939, because of the necessity of estimating 
changes in holdings in the intervening period. But such changes have 
largely taken the form of either switches or liquidations rather than net 
purchases because of controls on the export of capital from Canada. 
The estimates for recent years are probably generally indicative of 
present holdings in the aggregate and seem reasonable in the light of the 
receipts of income by Canadians from foreign securities shown in the 
analysis of exchange transactions. 

Canadian holdings of foreign bonds obtained by the same method 
are carried in the records at the par or nominal value in the currencies of 
issue. When used in statements of Canadian investments abroad these 
values in foreign currencies are converted to values in terms of Canadian 
dollars at the current rates of exchange prevailing at the date for which 
the investments are shown. It is necessary to convert these to Canadian 
dollars in order to show such varied investments in common terms. 

The external assets of Canadian banks and insurance companies have 
been excluded from the types of investment described above as these 
assets must be considered in relation to the external liabilities of these 
concerns arising from their business outside of Canada. Some further 
comments on this group of investments appear in the section of Part I on 
Canada's international investment position. 
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(ANADJA N BALANCE OF INTEItNATJONAI, PAYMENTS 

Table I-Current Account Between Canada and All CountrIes, 1926-1948 
(Millions of dollars) 

Year Currnt 
Receipts 

Current 
Expendi- 

tures 

Net Balance 
on Current 

Account 

Mutual 	id 
and Other 

Official 
Contribu- 

tions 

Net Balance 
Current 

Account 
Excluding 
9ffi1 

Contribu- 
tions 

1926 .............................. 1,665 1, + 	127  1927 .............................. 1,633 1,643 - 	10 - - 10 1928 .............................. 1,788 1,820 - 	32 - - 32 1929 .............................. 1,646 

.. 

1,957 - 	311 - -311 1930 .............................. 1,297 

.. 

1,634 - 	337 -337 
972 

.. 

.. 

1,146 - 	174 - -174 1931 .................................. 
808 

.. 

904 - 	98 - - 96 
829 831 - 	2 - - 2 1934 ............................... 1,020 952 + 	68 - + 68 

.  191.............................. 1,145 1,020 + 	125 - +125 

1032.................................. 

1936 .............................. 1,430 1186 + 244 - +244 1937 .............................. 1,593 1413 + 	180 - +180 1938 .............................. 1,361 

.. 

1,261 + 	100 - +100 

1933.................................. 

1939 .............................. 

.. 

1,457 

.. 

1,331 + 	126 - +126 1940 .............................. 

.. 

1,776 

.. 

1,627 + 	149 - +149 
2,458 1,967 -I- 	491 - +491 1942 .............................. 

.. 

3,376 2,275 +1 1 101 1,002 + 99 
1943.............................. 2,858 +1,206 518 +638 

1941 ............................... 

1944 .............................. 

.. 

4,557 3,539 +1,018 960 + 58 1945 .............................. 

.4.,064 

4,456 2,910 +1,546 858 +688 
... 

3,365 2,905 + 	460 97 1946 ............................ 	... 
1947 	.............................. 3,746 3,661 + 	85 38 + 47 1948 .............................. . 4,139 3,667 + 	472 19 +453 

Table Il-Geographical I)lstrlhutlon of the Balance on Current Account, 1926-1948 
Net Receipts or CredIts (4.); Net Payments or Debits (-) 

(Millions of dollars) 

Year All 
Countries 

United(') 
Kingdom 

Other Over- 
(2) 

Countries 
United (3) 

States 

1926 .......................................... + 	127 + 	58 +300 - 	231 1927 ........................................... - 	10 - 	11) +257 - 	248 928 1.......................................... - 32 
.. 
. 

- 	21 +338 - 	349 
1929 .......................................... - 	311 - 	99 -1-225 - 	437 
1930.......................................... - 337 - 	106 -1-113 - 	344 1931 .......................................... - 	174 - 	54 -1- 85 - 	205 
1932.......................................... 96 

.. 

- 14 + 86 - 	168 1933 .......................................... - 	2 

.. 

. 

+ 	26 + 85 - 	113 
1934.......................................... 

.. 

+ 	68 + 	46 +102 - 	80 
1035 .......................................... + 	125 + 	62 + 92 - 	20 1936 .......................................... 

.- 

+ 244 

.. 

+ 	122 +123 - 	1 1937 .......................................... + 	180 

. 

+ 	135 +122 - 	77 
193 	 . + 	100 

.. 
+ 	127 +122 - 	149 .......................................... 

1939 .......................................... + 	126 

.. 

+ 	137 +105 - 	116 
1940 .......................................... + 	149 + 343 + 98 - 	292 
1941 .......................................... + 	491 + 734 + 75 - 	318 

+1,101 +1,223 + 58 - 	180 

.. 

1943 ............................ 	............... 

.. 

+1,206 +1,149 + 76 - 	19 
1944 .......................................... 

.. 

+1,018 + 	746 +241 + 	31 

1942 ............................ 	............... 

1945 .......................................... 

.. 

+1,546 + 	747 +763 + 	36 
1946 .......... 	................................ 

.

. 

+ 	460 + 500 -1-567 - 	(107 
1947 	......................................... 	. 

. 
+ 	85 + 	633 +587 -1,135 

1948........................................... + 	472 + 488 +385 - 	401 
(1) Excludes wheat exports diverted to other overseas countries, and exports of gold. 
(2) Includes estimated wheat sold in European Countries. 
(3) Includes all net. exports of non-monetary gold. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 

Table Ill-Revised Estimates of Current Transactions Between Canada and All Countries, 1926-1937 
(Millions of Dollars) 

A. CURRENT CREDITS WITH ALL CoUNTRIES: 
Merchandise exports............................ 
Tourist and travel expenditures................. 
Interest and dividends......................... 
Freight and shipping ........................ .... 
All other current credits........................ 

Total as above................................. 

Net exports of non-monetary gold............... 

Total Current Credits.......................... 

B. CURRENT DEBITS WITH ALL COUNTRIES: 
Merchandise imports........................... 
Tourist and travel expenditures................ 
Interest and dividends......................... 
Freight and slopping............................ 
All other current debits......................... 

Total Current Debits........................... 

NET BALANCE ON CURRENT ACCOUNT: 
Excluding all gold.............................. 

I Including non-monetary gold.................... 
Monetary gold.................................. 

2 Including all gold.............................. 

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

1272 1,215 1,341 1,178 880 601 495 532 648 732 954 1,041 
152 163 177 198 180 153 114 89 106 117 142 166 
32 41 46 61 59 48 37 38 57 64 75 76 
96 97 96 92 70 54 38 44 52 68 80 112 
83 85 88 80 69 59 54 44 43 45 47 53 

1,835 1,601 1,748 1,609 1,258 915 738 747 906 1,028 1,298 1,448 

30 32 40 37 39 57 70 82 114 119 132 145 

1,665 1,833 1,788 1,646 1,297 972 808 829 1,020 1,145 1,430 1,593 

973 1,057 1,209 1,272 973 580 398 368 484 528 812 778 
99 100 98 108 92 71 49 44 50 64-  75 87 

240 257 275 322 348 330 302 264 268 270 311 302 
105 109 116 130 103 79 66 66 79 82 97 137 
121 120 122 125 118 86 89 89 71 78 91 111 

1,538 1,643 1,820 1,957 1,634 1,146 904 831 952 1,020 1,186 1,413 

+ 97 - 42 - 72 -348 -376 -231 -166 -84 -46 + 6 +112 + 35 

+127 - 10 - 12 -311 -337 -174 -96 - 2 + 68 +125 +244 +180 
+1-7+49+37-38+33+3+8-4-2 

+128 - 17 + 17 -274 -373 -141 - 93 + 4  + 64 +123 

.... 

+244 +180 



Table 1% ----Estimated (.urrent Transaetions Between Canada and the United Kingdom, 1926-1937 

(Millions of Dollars) 

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1938 1937 

A. CURRENT CREDITS WITH THE UNTrEd KINGDOM: 
Merchandise exports (adjusted) (2) 315 271 288 224 174 139 149 188 234 258 342 385 
Gold 	exports 	(') ................................ - - - - - (1) - (63) (27) (16) (59) (32) 
Tourist and travel expenditures ................. 10 9 9 8 8 7 5 7 7 8 11 
Interest and dividends. ......................... 2 2 2 2 1 1 2 2 2 2 2 
Freight and shipping............................ 

. 

5 10 11 8 7 9 5 8 ii 21 23 38 
All other current credits ........................ 12 12 13 13 12 13 14 11 7 7 7 8 

Total Current Credits excluding gold ............ 352 

.. 

.. 

305 323 256 203 170 176 214 261 295 382 444 

B. CURRENT DEBITS WITH THE UNITED KINGDOM: 
Merchandise imports (adjusted) ................. 

.8 

148 

.. 

171 194 188 147 85 61 80 103 110 120 148 
Tourist and travel expenditures .................. 

.. 

21 

.2 

.. 

20 19 20 18 14 14 10 10 12 15 16 
Interest and dividends .......................... 97 

.. 

101 100 113 115 102 91 72 75 76 84 85 
.. 

11 10 12 12 9 11 12 14 21 26 43 
(leb All other current 	its......................... 20 21 21 22 17 14 13 14 13 14 15 17 

Freight and shipping............................8 

Total Current Debits ........................... 

.. 

324 344 355 309 224 190 188 215 233 260 309 

Net Current Account Balance Excluding Gold.. 

.294 

+58 —19 —21 —99 —106 —54 —14 +26 +48 +62 +122 +135 

(1) Exports of gold to the United Kingdom are omitted from total credits with the United Kingdom. 
(2) Excluding estimated wheat exports diverted to other overseas countries. 



Table V—Estimated Current Transactions Between Canada and the United States, 192-1937 
(Millions of Dollars) 

- 1926 1927- 1928 1929 1930 1931 1932 1933 1934 1935 1938 1937 

A. CURRENT CIIEDITS WITH THE UNITED STATES: 
Merchandise exports (adjusted) ................. 476 489 507 519 397 254 160 177 226 285 369 391 
Net exports of non-monetary gold (1) . 

40 
32 40 37 30 57 70 82 114 119 132 145 

Tourist and travel expenditures................. 148 163 184 167 141 103 81 96 107 129 149 
Interest and dividends .......................... 12 16 20 30 30 25 18 17 20 24 31 31 

64 69 68 68 52 38 25 28 32 33 41 45 
All other current credits ........................ 65 67 69 61 51 41 37 30 33 35 36 42 
Freight and shipping..............................

Total Current Credits Inciuding All Non- 

.. 

nlonetary 	Gold ............................. 787 821 867 899 736 556 422 415 521 603 738 803 

.30 

652 

.. 

.. 

690 810 875 634 372 246 205 278 299 352 463 
B. (I - RRENT 1)asrrs WITH THE UNITED 8TATES: 

Merchandise importa (adjusted) ................. 
Tourist and travel expeiditures ................. ..70 

.. 

72 72 81 67 52 30 30 - 	 .36 48 54 65 
138 151 169 202 225 221 205 188 189 190 222 211 Interest and dividends............................

Freight and shipping ............................ 85 

.. 

84 92 103 80 61 48 45 55 47 53 68 
All other current debits ......................... 7.3 

.. 

72 73 75 74 55 61 60 43 48 58 73 

Total Current Debits ....................... 1,018 

.. 

1,069 1,216 1,338 1,080 761 590 528 601 632 739 880 

Net Current Account Deficit including all net 

.. 

. 

exports of non-monetary gold ............... --231 —248 —349 —437 —344 —205 —168 —113 —80 —29 —1 —77 

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



Table VI—Current Transactions Between Canada and Other Countries than the United Kingdom and United States. 19-1937 

(Millions of DOIIaN) 

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

A. CURRENT CREDITS WITH OTIIER COUNTRIES: 
Merchandise exports (L) 481 455 546 435 309 208 177 167 188 189 243 265 
Tourist and travel expenditures .................. 4 

. 

5 5 5 5 4 4 3 3 3 5 6 
Interest and dividends ......................... 18 23 24 29 27 22 18 19 35 38 42 43 
Freight and shipping ............................ 17 18. 17 16 11 7 8 8 9 14 16 29 
All other current credits ........................ 6 6 6 6 6 5 3 3 3 3 4 3 

Total—Current Credits ..................... 526 507 598 491 352 248 210 200 238 247 310 346 

B. CURRENT DEBITS WITH OTHER CouNmIxs: 
Merchandise imports ........................... 

.. 

.. 

198 205 209 192 123 91 83 103 117 140 165 
Tourist and travel expenditures ................. 

.. 

8 7 7 7 5 5 4 4 4 6 6 
Interest and dividends.......................... 

..173 

.. 

. 

2 
5 6 7 8 7 6 4 4 4 5 6 

Freight and shipping............................ 14 14 15 11 9 7 9 10 14 18 26 
All other current debits ......................... .8 

.5 

28 27 28 28 27 17 15 15 15 16 18 21 

Total—Current Debits ............... ....... 

.. 

.. 

250 260 268 245 181 124 115 138 155 187 224 
Net Credits on Current Account ......... ....... . 

.226 . 

300 +257 -1-338 +225 +113 +85 +86 +85 +102 +92 +123 +122 

(1) Including estimated wheat sold in European countries. 
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(ANAI)IAN BALAN(E OF INTERNATIONAL PA YMENTS 
Table Vu-Transactions Between Canada and All Countries, 1938-1918 

(Millions of Canadian I )ol!ars) 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948(') 

A. CURRENT CREDITS-WITH ALL COUNTRIES: 
Merchandise exports (adjusted) .......................... 844 906 1,202 1,732 2,515 3.050 3,590 3,474 2,393 2,723 3,030 
Net exports of non-monetary gold ........................ 161 184 203 204 184 142 110 96 96 99 119 
Tourist and travel expenditures .......................... 149 149 104 111 81 88 119 165 221 251 282 
Interest and dividends .................................. 06 57 52 60 67 59 71 80 70 62 70 
Freight and shipping .................................... 95 102 138 185 221 288 322 340 311 322 337 
All other current credits ....................... . ......... 46 59 77 166 308 437 345 301 274 289 301 

1,361 1,457 1,776 2,458 3,376 4,064 4,557 4,456 3,365 3,740 4,139 

B. CURRENT DEans-wITH ALL CourITSIES: 
649 713 1,006 1,264 1,406 1,579 1,398 1,442 1,822 2,535 2,598 
86 81 43 21 26 36 58 83 135 167 132 

307 306 313 288 270 261 264 251 312 337 325 
105 

. 

119 132 187 228 294 252 222 219 278 275 
-  - 29 97 191 499 1,085 721 104 - - 

114 112 104 132 154 189 482 191 313 344 337 

Total Current Credits ................................ 

1,261 1,331 1,627 1,967 2,275 2,858 3,539 2,910 2,905 3,661 3,667 

Mer liandise imports (adjusted) ..........................
Tourist and travel expenditures ........................... 

C. NET  BALANCES-WrrH ALL COUNTRIES: 

Interest and dividends................................... 
Freight and shipping..................................... 

+195 +193 +196 +468 +1,109 +1,471 +2,192 +2,032 +571 +188 +432 

Canadian Overseas Expenditures ..........................
All other current debits ................................... 

+161 +184 +203 +204 +184 +142 +110 + 96 + 96 + 99 +119 

Total Current Debits ................................. 

Tourist and travel expenditures .......................... + 63 + 68 + 01  + 90  + 55 + 52 + 61 + 82 + 86 + 84 + 150 
Interest and 	(lividends .................................. -241 -249 -261 -226 -20.3 -202 -193 -171 -242 -275 -255 

Merchandise trade (adjusted) .............................. 
Net exports of non-monetary gold .......................... 

Freight and shipping .................................... - 10 - 17 + 6 + 18 - 7 - 6 ' + 70 +118 + 92 + 44 + 62 
All other current transactions ............................ - 68 

.. 

.. 

- 53 - Sf., - 63 - 37 -251 -1,222 -611 -143 - 55 - 36 

Total Current Account (including Contributions) ....... +100 

. 

. 

.. 

. 

. 
. 

.. 

+126 +149 +491 +1,101 +1,206 +1,018 +1,548 +460 + 85 +472 

Capital Account (Net) .................................. -106 -136 -188 -497 -106 -677 - 48 -693 -367 - 54 -450 
Mutual Aid and 1942 Contribution ....................... - - - -1,000 -512 -836 -748 - 15 - - 
Contributions to UNRRA and Post VNRRA - - - - - - 11 - 34 - 68 - 38 - 19 
Military and Other Relief (0 ............................ 

. 

8  
- - - - 2 - 6 - 13 - 76 - 14 - - 

Balancing Item (2) 

.- 

.- 

.. 

+ 10  + 39  + 6 + 7 - 11 - 10 + 5 + 4 + 7 - 3 

-100 

.. 

-126 -149 -491 -1,101 -1,206 -1,018 -1,546 -460 - 85 -472 

(0 Subject to revision. 
(2) This balancing item reflects possible errors and the omission of certain factors which cannot be measured statistically. 



Table 111I—(urre,it Transactions Between Canada and the United Kingdom, l938-1I8 
(Millions of Canadian Dollars) 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948(0 

A. CURRENT CREDrFS—WITH THE UNITED KINGDOM: 
Merchandise exports (adjusted) .......................... 
Tourist and travel expenditures .......................... 
Interest and dividends .................................. 
Freight and shipping...................................... 

All other current credits ................................. 

337 
8 

..2 
34 
-  

8 

332 
7 
2 

34 
- 

9 

542 
5 
2 

60 
10 
17 

914 
2 
4 

110 
45 
18 

1,424 
2 
5 

114 
96 
16 

1,836 
1 
4 

128 
104 

16 

1796 
2 
8 

139 
96 
22 

1,422 
2 
4 

145 
6.5 
31 

626 
3 
7 

107 
18 
79 

749 
7 

. 	8 
114 
- 
89 

703 
9 
9 

107 
- 
95 

War services..............................................

Total Current Credits ............................... 389 

..

..

.. 

384 636 1,093 1,657 1,889 2,063 1,673 840 967 923 

B. CURRENT DERITS—WITH THE UNITED KINGDoM: 
Merchandise imports (adjusted) ........................ 
Tourist and travel expenditures .......................... 
Intcrest and dividends .................................. 
Freight and shipping .................................... 
Canadian Overseas expenditures ......................... 
All other current debits ................................. 

.119 

..15 

..30 

..81 

- 

. 

17 

106 
11 
78 
36 
- 
16 

133 
2 

74 
32 
29 
23 

137 
2 

66 
28 
97 
29 

116 
2 

50 
41 

191 
34 

100 
2 

51 
40 

499 
48 

94 
2 

55 
28 

1,085 
53 

100 
2 

53 
30 

696 
45 

138 
3 

54 
32 
73 
40 

182 
9 

53 
32 
- 
58 

287 
12 
50 
36 
- 
50 

'l'otal Current 	Debits ............................... 247 293 359 434 740 1,317 926 340 334 435 

U. NET  CURRENT BALANCES—WJTII UNITED KINGDOM: 
. 218 Merchandise trade (adjusted)............................ 

Tourist and travel expenditures .......................... ..
Interestanddivjdends .................................. 

All other current transactions ............................ 

.262 

.. 
— 	 7 
-79 
+ 4 
- 9 

.. 

.. 

+226 
— 4 
—76 
— 2 
- 7 

+409 
+ 3 
—72 
+ 28 
- 25 

+777 
— 

—62 
+ 82 
- 63 

+1,308 
- 

—45 
+ 73 
—113 

+1,536 
— 	 1 
—47 
+ 88 
—427 

+1,702 
- 

—47 
+111 

—1,020 

+1,322 - 
—49 
+115 
—1)41 

+488 - 
—47 
+ 75 
— 16 

+567 
— 2 
—45 
+ 82 
+ 31 

+416 
— 3 
—41 
+ 71 
+ 45 

Freight and shipping......................................

Total Current Account .................................. 

.. 

.. 

+127 +137 +343 +734 +1,223 +1,149 +746 +747 +500 +633 +488 

Mutual Aid and Contribution (included in Credits above) 

.. 

— - — - +1,000 +501 +774 +596 - — — 

(L) Subject to revision. 



Table JX—Current Transactions Between Canada and Other Commonwealth (ountrles,() 1938-918 

(Millions of Canadian Dollars) 

1938 1939 1940 1941 1942 1943 1944 1945 1948 1947 1948(2) 

A. Cuunir.rr CREDITS—WITH OTHER EMPIRE C0UNPRIES: 
Merchandise exports (adjusted ........................... 
Tourist and travel expenditures .......................... 
Interost and dividends....................................
Freight and shipping .................................... 
War Services ............................................ 
All other current credits ................................. 

..105 

..2 
3 

..9 

..- 
() 

104 
2 
3 
9 
- 
(L) 

157 
1 
1 

16 
10 

1 

184 
1 
1 
9 

29 
4 

117 
(2) 

2 
13 
34 

3 

127 
(L) 

1 
20 
24 

5 

174 
(I) 

1 
30 
32 

7 

354 
(L) 

4 
38 
16 
3 

269 
1 
2 

34 
- 

3 

366 
I 
5 

39 
- 
4 

293 
1 
4 

30 
- 

7 

Total Current Credits ............................... 119 118 186 228 189 177 244 415 309 415 335 

B. CURRENT DEBITS—WITH OTHER EMPIRE COUNTRIES: 
Merchandise imports (adjusted) ......................... 
'I'ourist and travel expenditures .......................... 
Interest and dividends ................................... 
Freight and shipping .................................... 
All other current debits ................................. 

2 
2 

..65 

4 
2 

.. 

71 
2 
2 
3 
1 

103 
1 
2 
4 

(0 

142 
1 
2 
8 
4 

110 
(') 

1 
8 
4 

100 
() 

1 
7 
2 

102 
(0 

1 
5 
3 

113 
(1) 

1 
4 
2 

129 
1 
1 
6 
3 

160 
3 
1 
5 
5 

192 
4 
1 
4 
5 

Total Current Debits ............................... 75 79 110 157 123 110 111 120 140 174 206 

C. NET  CURRENT BALANCES—WITH OTHER EMPIRE COUNTRIES: 
Merchandise trade (adjusted).............................. 

Freight and shipping .................................... 
All other current transactions ............................ 

+40 
-  

..

..

..

.. 

+ 1 
+ 5 
- 2 

.. 

.. 

+33 
- 

+ 1 
+ 6 
- 1 

+54 
- - 1 

+12 
+11 

+42 
- - 1 

+ 1 
+29 

+ 7 
- 

+ 1 
+ 5 
+33 

+27 
- - 

+13 
+27 

+ 72 
- - 

+ 25 
+ 36 

+24t 
- + 3 

+ 34  
+ 17 

+140 

+ 1  
+ 28 
- 

+206 
- 	2 
+ 4  
+ 34  
- 	I 

+101 
- 3 
+ 3 
+ 26 
+ 2 

+44 

.. 

.. 

+39 +76 +71 +46 +67 +133 +295 +169 +241 +129 

Tourist and travel expenditures............................
Interest and dividends.................................... 

Total Current Account .................................. 

.- 

.. 

- - - - + 2 + 60 + 64 + 5 - - Mutual Aid Included in Credits ........................... 

(') Less than $500,000. 
(2) Subject to revision. 
(3) Includes other sterling area countries from 1940-1948. 



I- 

T*ble X—('iirrent Transactions Hetween Canada and the United States. 18-1$48 

(,1 illions 	f ( ariad ian D ,I I ar) 

1938 1939 1940 1941 1942 1943 1944 1945 1948 1947 1948(') 

A. CUERENT CnEoIm—vITH THE UNFrZD SrATzs: 
Merchandise exports (adjusted) .......................... 268 344 424 568 DII 1,224 1,444 1,134 948 1,061 1,508 
Net exports of non-Iiionetary gold ........................ 161 184 203 204 184 142 110 96 96 99 119 
Tourist and travel expenditures .......................... 134 137 98 107 79 87 117 183 218 241 270 
Interest and dividends .................................. 25 27 29 39 43 34 42 48 47 3,5 37 

39 46 49 64 92 137 146 134 101 104 132 
All other current credits ................................. 

.. 

.. 

36 42 31 65 152 274 176 189 159 171 174 
Freight and shipping......................................

Total Current Credits ................................... 663 

.. 

.. 

781) 834 1,1)4.5 1,481 1.898 2,035 1,744 1,587 1,711 2,240 

B. CURRENT DEBITS—WITH rISE Ln'ED ST'rs: 
Merchandise imports (adjusted) ......................... 
Tourist and travel expenditures .......................... 

400 
60 

472 
67 

702 
40 

910 
18 

1,116 
24 

1,311 
34 

1,113 
.56 

1,119 
81 

1,378 
130 

1,951 
1.52 

1,797 
112 

218 220 2:13 214 215 20.5 203 192 2.50 274 267 
63 61 78 131 179 247 219 188 169 221 216 

All other current. debits................................... 

.. 

..73 

.. 

.. 

76 73 90 107 120 413(I) 128 247 248 249 

Interest and dividends....................................
Freight and shipping 	....... ........................... ... 

Total 	Current Debjt 	................................812 896 1,128 1,363 1,641 1,917 2,004 1,708 2,174 2,846 2,841 

C. NET  CURRENT BALANCES—WITH THE UNITED STATES: 
Merehan(ljse trade (ad justed).............................. — .132 —128 —278 —344 —20.5 - 87 +331 + IS —430 —890 —289 

+181 +184 +203 +204 + 184 +142 +110 + 98 + 96 + 99 +119 
'rourist and travel expenditures .......................... + 68 + 70 + .58 + 89 + 5.5 + 53  + 61 + 82 + 86  + 89 +158 
Net exports of non-monetary gold.......................... 

Interest and 	dividends 	................................. 
Freight and shipping .................................... 
All other Current transactions ............................ 

..-193 

..- 18 
- .37 

.. 
- 193 
- 15 
- 34 

—204 
- 29 
- 42 

—17.5 
- 67 
- 25 

—172 
- 87 
+ 4.5 

—171 
—110 
+154 

—161 
- 73 
—237 

—144 
- 54 
+ 41 

—203 
- 68 
- 88 

—239 
—117 
- 77 

—230 
84 

- 75 

Total Current Account .................................. .-149 

.. 

—110 —292 —318 —180 - 19 + 31 + 38 —607 —1,135 —401 

(l) Subject to revision. 
(I) Includes $280 million special payments to U.S. Treasury. 



Table XI—Ciirrent Transactions Between Canada and Other Foreign Countries, 138-1948 
(Millions of Canadian I)ullars) 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948( 1) 

A. CURRENT CREDITS-wITH (yr1ER Fosuionq CotrncrRIEs: 
Merchandise exports (adjusted) .......................... 
Tourist and travel expenditures .......................... 

Freight and shipping .................................... 
All other current credits ................................. 

..5 
36 

..134 

13 
2 

128 
3 

25 
13 
8 

79 
() 
20 
13 
8 

68 
1 

16 
2 
5 

63 
( 
17 
2 
7 

63 
(3) 

20 
3 

14 

176 
(3) 

20 
7 

12 

564 
(3) 

24 
23 
13 

550 
1 

14 
69 
15 

547 
2 

14 
05 
25 

526 
2 

20 
68 
25 

Total Current 	Credits ..................... 	......... 190 175 120 92 89 100 215 624 849 653 6.41 

Interest and dividends ............... ......... 	........... 

B. CURRENT DEBITS-WITH OTHER FOREIGN CotncrR1Es: 
Merchandise Imports (adjusted) ......................... 

Interest 	and 	dividends.................................. 
Freight 	and 	shipping ............................... 	.... 
('nrindiitn Overseas Expenditures ......................... 
All other current 	flt'l,jts .......... ....................... 

65 

(1 
. 

6 - 
22 

.. 

.. 

.. 

64 
1 
0 

19 

19 

68 
(3) 

4 
18 - 
8 

75 
(3) 

4 
(3) 

- 
9 

64 
(3) 

4 
(2) 

- 
9 

68 
(3) 

4 
(2) 

- 
19 

89 
(3) 

.5 
(2)  

- 
13 

110 
(3) 

5 
() 
25 
16 

177 
1 
7 

12 
31 
23 

242 
3 
9 

20 
- 
33 

322 
4 
7 

19 - 
33 

Total 	Current 	Debits ............................... 109 98 88 77 91 107 156 251 307 385 

C. NET  CURRENT RALA SirES-WITH OTHER FOREIGN COUNTRIES: 

. 

.. 

. 

Tourist and travel expenditures..........................3 

Merchandise trade 	(adjusted)............................ 
Tourist and travel expenditures .......................... ..
Interest and dividends....................................
Freight and shipping .................................... 
All other current transactions ............................ 

.112 

+69 
+ 2 
+30 - 3 
-20 

..

..

.. 

+62 
+ 2 
-1-19 . 	6 
—11 

+11 
- 

+16 
- 5 - 

7 
+ 1 
+12 
+ 2 
- 4 

- 1 - 
+13 
+ 2 
- 2 

- 5 - 
+16 
+ 3 
- 5 

+ 87 - 
+ 15 
+ 7 
- 	1 

+454 - 
+ 19 
+ 23 
- 28 

+373 - 
+ 7 
+ 57 
- 39 

+305 - 	1 
+ 5 
+ 45  
- 8 

+204 
- 	2 
+ 13 
+ 49 
- 8 

Total Current Account .............................. 

.. 

+78 

.. 

.. 

+68 +22 + 4 +12 + 9 +108 -4-468 +398 +346 +256 

Mutual Aid Included in Credits .......................... .
Contributions to UN1IRA and Poet UNRRA. .......... .
Military and other Relief (I) .
Export Credits and Advances (net) ...................... . 

. 
- 
- 
- - 

- 
- 
- - 

- 
- 
- - 

- 
- 
- - 

- - 
2 . - 

9 
- 

6 - 

102 
11 
13 
- 

ss 
34 
76 

105 

10 
68 
14 

210 

- 
38 
- 

140 

- 
19 
- 
74 

(') Subject to revision. 
(I) Included in amount shown for United States. 
(3) Less than 8.500,000. 



CANADIAN BALAN(E OF INTERNATIONAL PAYMENTS 

Table XU—Redsed Statement of Capital Transatlons Between Canada and All CountrIes, 1227-137 
(Millions of Canadian Dollars) 

- 1927 1928 1929 1930 1931 1932 1933 1934 195 1936 1937 

New Issues of Canadian Securities sold outside Canada.... 301 207 297 400 200 104 134 111 117 106 90 Retirements of Canadian Securities owned outside of Canada 160 200 150 110 202 105 166 169 256 270 170 
Net new issues (+) or net retireritents (—) ............ ....... +141 +7 +147 +290 —2 —1 —32 —58 —139 —164 —80 
Net Sales of Outstanding Securities (+) 

Estimated 	(') .... 	...... 	................................ -171 —126 — 2 + 56  + 45 +85 — - - - - 
Recorded............................................... - . 

35 
- - - - +51 + 9 + 51 + 8 - 	5 Direct Investments Transact ions (2).. ....................... +21 + 18 + 37  + 10 —28 —59 - 45 — 44 - - 64 Insurance Transactions .................. .................... -15 —12 + 19 + 9 + 34 — I - 1 + 3 - 18 — 26 - 10 th +16 

.. 

+87 + 88 — + 28 +38 +24 — 19 - + 3 - 13 Net Change in external ase 	of Canadian Banks............. 
Monetary 	Gold 	(net) ............................... . ........ - 7 +40 + 37 — 36 + 33 + 3 + 6 - 4 - 2 - - 

+11 

. 

.. 

.. 

+ 6 + 4 - 19 + 26 - - - - — - 
Net Movement of Capital ................................... +10 

.. 

.. 

+32 +311 -4-337 +174 +96 —11 —114 —152 —241 —172 

Other Capital Movements .............. .......................

Net Balance on Current Account, including Net Exports of 
-10 

. 
—32 —311 —337 —174 —96 - 2 + 68 -4-125 +244 +180 Non-Monetary 	Gold ..................................... 

Balancing Item 	()... 	....... .............. ..... ............. ... - - - - - +13 + 46 -4- 27 — 3 — 8 

(I) The principal revisions of figures previously published occur in this item. As complete records covering the international trade in securities are not 
available before 1933 these transactions were estimated as the difference between all other recorded capital movements and the net balance on current 
account for the years from 1027 to 1932. The resulting figures were (livided by countries on the l,asis of available data. 

(2) These figures have been revised by the transfer of some transactions formerly included in this item to the current account. 
() This balancing item reflects possible errors and the omission of transactions which cannot be measured statistically. In the years 1927 to 1932 errors and 

omissions are reflected in the item "Estimated Net Sale8 of Outstanding Securities". 	 - 



Table XJJI—Relsed Statement of Capital Transatlons Between Canada and the United Kingdom, 127-1937 

(Millions of Dollars) 

— 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

New Issues of Canadian Securities sold in U.K.. 	............ 45 21 28 18 I 17 73 57 so 1 4 
Retirements of Canadian Securities owned in U.K ........... 60 64 43 36 22 30 35 47 29 33 29 

Net New Issues (+) or Net Retirements (-) ............ - 15 —43 —II —18 —21 —13 +38 +10 —24 —32 —25 

Not Sales (+) or Net Purchases (—) of Outstanding 
Securities 

Estimated .......................................... 
Recorded ........................................... 

..— 5 

..

.. 

— 5 
- 

— 
- 

+ 4 
- 

—20 
- 

— 5 
- 

- 
+53 

- 
+78 

- 
13 

- 
+12 

- 
+20 

Direct investment Transactions ............. ............... 
. 

10 

.. 

+ 2 - - 9 — 2 - 8 — 3 — I - 2 — 6 - 3 
Insurance Transactions ...................................... - 5 — 4 + 4 + 3 + 3 + 4 +10 . 	+11 - 9 - 6 
Net Change in External Assets of Canadian Banks ........... - 1 + 9 + 3 —10 +17 + 5 - 4 + 1 + 5 + 3 —16 
Other Capital Movements ................................... 

.- 

— 
.. 

.. 

- - + 2 - - - - — — — 
—16 

..

.. 

—41 - 8 —28 —23 —17 +94 +99 —43 —29 —24 



Table XIV—Relsed Statement of Capital Transaetions Between ('anada and the United States, 97-137 
(Mill ions of l)ollar') 

— 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

New Issues of Canadian securities sold in U.S.A ............. 255 185 208 381 199 87 00 53 112 105 80 
Itetirements of Canadian securities owned in U.S.A .......... 99 135 105 72' 178 74 129 119 227 236 140 

Net New Issues (+) or Net Retirements (—) ................ +1.56 +50 +153 +309 + 21 +13 —09 — 66 —115 —131 — 54 

Net Sales (+) or Net Purchases (—) of Outstanding 
Securities 

Estjmated .............. 	..... 	..................... —131 

.. 

—82 - 11 + 18 + 35 +65 — — — — — 

.. 

- 

.. 

- — - - - + 3 — 68 + 68 - 8 — 30 
Direct Investment Transactions............................. + 28 +26 + 22 + 51 + 14 —16 —13 — 40 — 40 — 50 - 58 
Insurance Transactions ...................................... — 10 

+ 16 
- 8 
+63 

+ 15 
+ 92 

+ 5 
— 23(') 

+ 30 
+ 38(') 

— 5 
+ 8 

—12 
+31 

- 9 
— 24 

— 10 
— 20 

— 21 
- 3 

- 12 
+ 3 Net Change in external assets of Canadian Banks..............

Monetary 	Gold 	(net) ........................................ - 7 

.. 

.. 

+49 + 37 — 36 + 33 + 3 + 6 - 4 — 	2 - - 
.+ 52 

.. 

+98 +318 +324 +171 +68 —94 —211 —119 —213 —157 et 	Movement of Capital ........................... ........ 

(1) Including other changes in balances. 



Table XV—Revlsed Statement of Capital Transactions Between Canada and Countries Other Than the United Kingdom and the Unite(I States, 
l927-193 

(Millions of Dollars) 

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

New Issues of Canadian Securities Sold in Other Countries...  
Retirements of Canadian Securities Owned in Other Countries 1 1 2 2 2 1 2 3 

- - —1 —1 —2 —1 —1 —2  
Net Sales (+) or Net Purchases (-) of Outstanding Securit.ies 

Estimated .............................................. 
Recorded............................................... 

-35 .- —39 + 9 - +34 - +30 - +25 - - - - - - 3 
- 

+ 4 
- 

+11 
Direct Investment Transactions............................. - 3 

.. 

- 7 - 4 - 5 - 2 - 4 - 3 - 4 - 3 - 6 - 3 
Insurance Transactions ....................................... 

. 

- - + i + 1 - + 1 + 1 + 1 -- 	 i + 2 

.. 

.- 

. I +15 - 7 + 8 - 2 +25 - 3 + 4 +15 + 3 - 
Repayments of Canadian Credits to Other Countries ......... + 4 + 1 - - - - - - - - 

et Change in External Assets of Canadian Banks .......... ... 

Receipts of Reparations ..................................... + 7 

.. 

+ 5 + 4 + 4 + 1 - - - - - - 
—26 

.. 

—25 + 1 1  +41 +26 +45 —11 —2 +10 + I + 9 



Table XVI—Summary of Net Current and Capital Transactions Between Canada and the United Kingdo m the I nited States and Other ('ou ntriea 
127-l39 

Net Receipts or Credits (+); Net Payments or Debits (—J 

(Millions of Dollars) 

- 

Transactions with 
United Kingdom 

Transactions with 
Other Countries 

Transactions with 
United States 

Net Net Total Net Net Net Total Net Net 	Net 
apita Total Net 

Current Capital Transac- Current Capital Transac- Current 	M oemen Transac.- 
Balance Movements tions Balance Movements tions Balance lions 

1927 ...................................... - 19 - 16 - 35 +257 - 26 +231 —248 + 52 —196 

1928 ...................................... - 21 - 41 - 62 4-338 - 25 +313 —349 + 98 —251 

1929 ...................................... - 8 —107 +225 + 	1 - 	-4-226 —437 +318 —119 

1930 ................................. 	..... - 28 —134 +113 + 41 +154 —344 +324 - 20 

1931 ...................................... - 23 - 77 + 85 + 26 +111 —205 +171 - 34 

1932 ...................................... 14 - 17 - 31 + 86 + 45 +131 —168 + 68 —100 
1933 ...................................... 

..

..

..- 99 

+26 + 94 +120 + 8.5 - 11 + 74 —113 —94 —207 

1934 ...................................... 

..-106 

..- 54 

+46 +99 +145 -4-102 - 2 +100 —80 —211 —291 

1935 ...................................... 

.. 

—43 -4-19 + 92 -4-10 +102 —29 —119 —148 

1936 ...................................... 

..+ 62 

.. 

+122 

..- 

—29 + 93 +123 + 	1 +124 - 	1 —213 —214 

1937 ...................................... +135 —24 +111 +122 + 9 +131 —77 —.157 —234 

1938 ...................................... +127 

.. 

.. 

- 59 + 68 +122 + 20 +142 —149 - 67 —216 

1939 ...................................... .+137 

. 
- 83 + 54 +105 + 25 +130 —116 - 78 —194 

(1) Including changes in balances of U.S. dollars and monetary gold. 



- 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948( 1 ) 

entsof Canadian Securities held al,rowl. including 
Repatriations (—) or Net New Issues (+) 
oreignCountries ................................ 
mpire 	Countries ......... ........................ ..- 21 

..-41 +24 
—120 

—41 —iso —31 
—198 

—25 
—320 

—162 - 14 
—74 — 34 

- — 32 
—238 - 77 

—234 - 41 
+ SI - 14 

ountries ........................................ - 62 - 96 —191 —229 —351 —176 —108 —120 —315 —275 + 37 

r from Empire Countries ........................ 
+ 41 - 12 

+ 87 - 5 
+ 33 - 28 

+ 74 - 36 
+156 - 8 

+298 - 26 
-4-225 — 27 

+392 - 41 
-1-268 - 54 

+ 5 - 9 
- 13 - 4 

Outstanding Securities by Canada (-4-)  or Pur- 

'ountries 	....................................... + + 82  + s + 38 +148 +272 +198 +351 +214 — 4 - 17 
ad Advances by Canadian Government to Other 

.. 

r from Foreign Countries.......................... 

5 () (Increase  (—) ) 
Loans .......................................... 
War 	Loans ..................................... 

quid Reserves of Gold and United States Dollars 

- - 

.. 

- - ._  — - - 796 — + 18 - + .57  - + 64 
—105 

+ 89 
—7.50 

+104 
—503 

+ 64 
—126 

(—)).......................................... 
erling Balances (Increase (—)) .................. 
tI Movements ................................... .. 

.. 

.. 

(') 
(') - 73 

(') 
(') 

—122 

+ 79 - 82 
+ 	1 

+160 
—728 
+262 

—144 
+818 
+123 

—364 

—427 

—278 
+ 4 
+ 79 

—6417 - 	1 
—215 

+251 + IS 
+129 

+743 — 	1 - 51 

—496 
+ 4 
+ 84 

nt of 	Capital ................................... . 
nd 	1942 Contributions ............ ............... 
s to UNRII A, Military and Other Official Relief 

..

..

.. 

-106 - 
- 

—136 — 
— 

—188 - 
- 

—497 — - 
—106 

—1,000 - 2 

.... 

—677 
—312 — 6 

- 48 
—936 - 24 

—693 
—748 
—110 

—367 — 13 - 82 

- 54 — - 38 

—4,50 — - 19 

Net Ret iren 
Official 

In F 
In F 

'lt 

Net Sales of 
chases (. 

To 
To 

IE 

Not Loans a 
C'ountric 

\Var 
Post 

Change in Li 
(Increaa 

Change in SI 
Other Capit. 

Net Movem 
Mutual Aid 
Contributior 

Table XVH—(apltal Tran8actlons Between Canada and All ('oiintrles, 138_1948(2) 

(Millions of Canadian Dollars) 

N.B.—A plus sign (-4-) designates a creditor inflow of capital to Canada. 
(1) Not available. 
(5) For more detailed analysis see Tal)1es XVIII and XIX. 
(3) Excluding repayments of 5 on Wheat i.oan to U.S.S.R. in 1946 and 1947, and interim advances to sterling area in 1945 and 1946 which are included in 

Other Capital Movements, 209 in 1945 and Ill In 1946. 
(4) Subject to revision. 



Table X'.JII—Summary of Current and CapItal Transactions Between Canada and Commonwealth Countries,() 1938-1948 
(Millions of Dollars) 

- 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948(2) 

CURRENT AccouN 
Gross Credits ......................................... .508 502 822 1,321 1,826 2,066 2,307 2,088 1,149 1,382 1,258 

337 326 403 516 557 850 1,428 1,046 480 508 641 

+171 +176 +419 +805 +1,269 +1,216 +879 +1,042 +669 +874 +617 

CAPITAL AccouNT 
CAPITAL Debits, or Credits (+) 
(a) Private transactions 

21 45 13 10 30 10 32 .31 76 41 14 
12 5 28 36 8 28 27 41 54 9 4 
26 +42 54 4 13 33 +61 16 +32 + 3 7 

(h) Official transactions 
-  75 137 188 296 4 2 1 1 - - 

Gross Debits ........................................... 

-  

. 

- 700 +18 +57 +64 +89 +104 + 64 

Current Balance (Including Mutual Aid) ................. 

-  - - - - - - - 540 423 52 
Interim 	advances 	) .............................. - - - - - - - 209 112 - - 
Financial settlement with United Kingdom - - - - - - - - +15() - 

Redemptions of securities ............................ 

-  - +100 +1 ,57 +58 205 2 - - - - 

Net repurchases of securities ......................... 
Other Capital (net) .................................. 

Change in £ balances (decrease +) ................ - - 82 728 +818 - + 4 1 +15 1 + 4 

Repatriation of securities ............................ 

Special payments and adjustments ................. - - - - 74 306( 1 ) 57 115 18 9 15 

War Loan to Uniter! Kingdom ........................ 

Postwar Loan to United Kingdom .................... 

. 
-59 

.. 

—83 —214 —809 —245 —566 + 2 —350 —515 —376 - 24 

Investment in flied production assets................ 

-  

.. 

- - - —1,000 —503 —834 —660 - 5 - - 
- - 2 —248 - - 23 —143 - 55 - 3.3 —150 —505 —597 

Net Capital Movements as above ....................

Mutual Aid and 1942 Contribution ................... 

Special Receipts of Convertible exchange (&) ......... 
(l) (6)  + 43 +4 - 	1 - 4 + 8 +1 + 	1 + 7 + 4 Balancing item 	() ................................... 

- - —419 —805 —1,269 —1,216 —879 —1,042 —669 —874 —617 

NB—A plus sign N-) designates a credit or inflow of capital to Canada. 
( I ) Transactions with the sterling area are covered from 1940-1948. 
(2) Subject to revision. 
() Most of these advances were cancelled in the Financial Settlement with the United Kingdom. 
(4) Including 190 repayment of working capital. 
(5) This represents gold and U.S. dollars received from the U.K. in part settlement of her deficiency with Canada, and used in turn to settle part of Canada's 

deficiency with the United States. 
(6) Reflecting multilateral settlements up to introduction of exchange control, and thereafter, errors and omissions. 



Table XIX—Summary of('urrent and Capital Transactions Between Canada and Non-Empire Countries. 1938-1948 
(Millions of Dollars) 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948(') 

853 955 954 1.137 1.550 1,998 2,250 2,368 2,216 2,364 2,881 
924 1005 1,224 

—270 

1,451 1,718 2,008 2,111 1,864 2,425 3153 3,026 

—71 —50 —314 —168 —10 +139 +504 —209 —789 —145 

38 155 - - — 146 92 91 215 87 150 
76 131 41 31 25 308 166 179 453 321 99 

—41 +24 —41 —31() _25(I)  —162 —74 —88 —238 —234 +51 

+48 +69 +15 +46 +132 +254 +183 +296 +204 — 8 —4 — 7 +18 +18 +28 +24 +44 +42 +96 +64 +13 —9 
(I)  ) +79 +160 —144 —364 —278 —667 +251 +743 —496 

— — — — — — — —105 —210 —140 —74 
—47 —164 —45 +109 +152 +117 + 77 +125 + 77 —52( 4 ) +106 

—47 —53 +26 +312 +139 —111 —50 —343 +148 +322 —426 — — — — — — 9 —102 —88 —10 — — — — — — — — —11 —34 —68 —38 —19 — — — — —2 —6 —13 —76 —14 — - + 2 +248 — +23 +143 +55 +33 +150 +505 +597 
() () —4 +2 +8 —7 —18 +4 +3 — —7 

— — +270 +314 +168 +10 —139 —504 +209 +789 +145 

CURRENT AccouNT  
Gross Credits.......................................... 
Gross Debits........................................... 

Current Surplus (+) or Deficit.(—) ....................... 

CAPITAL AcCOUNT 
New issues of Canadian Securities .... ................ .. 
Retirements of Canadian Securities...................... 

Net New issues (+) or Net retirements (—) ...... ....... 
Net Sales (+) or Net Purchases (—) of Outstanding 

Securities 
('anadian Seeuritic.................................. 
U.S. and Foreign Securities ()...................... 

Net Change in Liquid Reserves of Gold and U.S. dollar. 
(Decline (+) Increase (—) 

Export Credits and Interim Advances................... 
Other Capital Movements and Adjusting Entries (net). 

Net Capital Movements Above.......................... 
MutualAid .............................. ............... 
Contribution to UNRRA and Post-UNRRA............ 
Military and other Relief (1) 

Special Receipts of Convertible exchange (i) 
Balancing item () ..................... ... ............... 

N.B.—A plus sign (+) designates a credit or inflow of capital to Canada. 
(') Subject to revision. 
() Excluding refunding issues. 
() Available data included in other capital movements. 
(4) Includes the gold sul)scription of $74 million to the International Monetary Fund as it reduced official reserves. 
(I) This represents gold and U.S. dollars received from the U.K. in part settlement of her deficiency with Canada, and used in turn to settle part of Canada's 

deficiency with the United States. 
(4) Reflecting multilateral settlements up to introduction of exchange control, and thereafter, errors and omissions. 
(7) Including retirements from 1946 on. 



Table XN—Analsls of Movements of CapItal and Monetary Gold Between Canada and 
All CountrIes. 191 

(Millions of Dollur) 

Net Movement Increasing (+) 
Items 	orI)ecising(—) (') 

Assets I Lial)iljties j Net Assets 

MOVEMENT OF CAPITAL AND MONETARY CiOLD 

PRIVATa o'xelud ing hank ing institutions) 
Long-t.erui capital ..................................... - 68 + 8 76 

+ 14 + 28 - 14 
Portfolio securities: bonds and stocks .................. +365 —417 
AlILorTiziItkoIi 	............... 	.......................... - 12 —373 +301 

c Other 	oat I: LIt ual repayments ......................... 

..- 52 

- - - 
- 18 - 12 - 6 

.. 

Other . ... 	.............................................. 

Short-term 	cap,ttl ..................................... - 12 

.. 

- 14 + 2 
Payments and clearing agreements ..................... - - - 
Other 	restricted .. 	............................. 	........ - + 3 - 
Other................................................... -  12 - 17 + 5 

O?vIct.At, A NO HANKINC I NSTITUTI4)NS 
Long-term 	c:Lpit:4l ..................................... —157 +808 

1)ireet 	investment....................................... 

Sale of vested Iliret investments and securities - 

.. 

- - 
Other 	plIrtilil 	seuritii.s .............................. 

..+651 

- - - 
Loans to 	filIal 	miii 1 ,anking institutions and from all 

+750 - +750 
-  94 —157 + 63 
- 

.. 

.. 

.. 

- - 
Other ......................................... 	....... - 5 - - S 

—467 

.. 

+101 —568 Sbort-teruii 	imipititl ............................... 	..... 

sour...................................................
Aimmorl iz1LI ion........................................... 

l'ayrmmm'iit 5 :111(1 elearimig agreements ............. ........ - - 

t )t her cont r:tct,ial repay bent s 	.......................... 

Unrestricted liabilities to official and banking institu- 
-  IS 

.. 

+101 —116 

-  - 
Other 	restrLetemi....................................... 

... 

-453 - —453 
(ions.................................................. 

Other unrestricted ...................................... 
Monetary 	gold .......... . ............................. +202 - +202 
Total mnovenient of capital and monetary gold ......... .+305 

. 
- 62 +367 

(2) It should he noted that the signs (+) and  (—) have the opposite significance to those used 
in balance of payments statements where a minus sign designates a debit or expenditure by 
Canada. 

25299-121 	 171 



Table XXI—Analysls of Moemcnts or Capital and Monetary Gold Between Canada and 
All Countries, 1947 

(Millions of Dollars) 

Net Movement Increasing (+) 
Item or Decreasing (-) (1) 

Assets Liabilities Net Assets 

MOVEMENT OF CAPITAL AND MoaspRy GOLD 

PaivA 	(excluding banking institutions) 
Long-term capital ..................................... - 27 —226 +199 
Direct investment. ..................................... - 5 + 54 - 59 
Portfolio securities: 	l,ontls and stocks .................. - 7 + 70 - 77 

Other contractual repayments .......................... 
- 6 
. 

9 

—323 
— 

+317 
— 

Other................................................. —27 +18 

+ 7 + 6 + 1 Short-term capital ..................................... 
Payments and clearing agreements ..................... - 
Other restricted ....................................... 

. 
7 

+ 4 - 4 
Oer................................................. tiL 

.. 

.. 

+ 2 + 5 

.— 

.. 
Amortization .................... ........................ 

OFFIcIAL AND BANKING INSTITUTIONS 
Long-term capital ..................................... 

.. 

+786 - 39 +825 
Sale of vested direct investments and securities - 

.- 

.. 

— - 
Other portfolio securities ............. ............. .... 

iti Loans to official and banking institutions and fro 	all 

.— 

- 

.. 

- — 

sources ................. 	. 	.......................... Amortization .......................................... 
+563 
-109 

... 

. 

- 
- 39 

+56.3 
- 70 

Other contractual repayments .......................... 
.. 
.- .. - — 

Other................................................. .+332 — +332 

hhurt-terin 	capital ..................................... -493 +229 —722 
— — — 

+ 1 +229 —228 

. 
Payments and clearing agreements ............ ........ .... 

—  - - 
tIther 	restricted........................................ 
Unrestricted liabilities to official and banking institu- 

-494 — 494 
tions.................................................

Other unrestricted.......................................
Monetary gold.......................................... -249 - —249 
Total movement of capital and Ilionetary gold ......... + 24 - 30 + 54 

(1) It should be noted that the signs (+) and (— ) have the opposite signiticance to those used 
in l)alance of payments statements where a minus sign 'lesignates a debit or expenditure 
by Canada. 
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Table XXII—Current Account of the Canadian Balance of International Pa)ments 
Itexised Statements for 1946 and 1943 and Preliminary Estimates for 1918 

(Millions of Dollars) 

Other All 
- All Countries United Kingdom Sterling Area - United States Other Countries 

1946 1947 1948 1946 1947 1948 1946 1947 1948 1946 1947 1948 1946 1947 1948 

A. CURRENT RECEIPTS 
Merchandise exports (adjusted) ....... 2,338 2,710 3,030 626 749 703 269 366 293 891 1,048 1,508 550 547 526 
ltecciptsbyWarSuppliesLtd 55 13 - - - - - - 55 13 - - - - 

Net exports of non-monetary gold 96 99 119 - - - - - - 96. 99 119 - - - 

Tourist expenditures ................ 221 
70 

. 

251 
62 

282 
70 

3 
7 

7 
8 

9 
9 

1 
2 

1 
5 

1 
4 

216 
47 

241 
35 

270 
37 

1 
14 

2 
14 

2 
20 

311 322 337 107 114 107 34 39 30 101 104 132 69 65 68 
Inlieiitances and immigrants funds 65 69 83 45 47 52 - 1 3 19 18 17 1 3 11 

Interest and dividends................ 

209 

. 

220 218 52 42 43 3 3 4 140 153 157 14 22 14 

1'reiglit and shipping.................. 

3,365 3,746 4,139 840(i) 967( 4) 923() 309(0 415(4 ) 335( 4) 1,567 1,711 2,240 549(2)  653(e) 641( 6 ) 

(1) 

B. CURRENT PAYMENTS 

Tourist expenditures ................. 
Interest and dividends ............... 
Freight and shipping ................. 

1,822 
135 
312 
219 

2,535 
167 
337 
278 

2.598 
132 
325 
275 

138 
3 

54 
32 

182 
9 

53 
32 

287 
12 
50 
36 

129 
1 
1 
6 

160 
3 
1 
5 

192 
4 
1 
4 

1,378 
130 
250 
169 

1,951 
152 
274 
221 

1,797 
112 
267 
216 

177 
1 
7 

12 

242 
3 
9 

20 

322 
4 
7 

19 

All Other Current Receipts...........

Total Current Receipts................

Merchandise imports (adjusted)........ 

War expenditures ..................... 
Inheritances and emigrants funds 
All Other Current Payments ......... 

127 
34 

256 

.. 

- 

49 
295 

- 

49 
288 

73 
2 

38 

- 

8 
50 

- 

6 
44 

- 

- 

3 

- 

- 

5 

- 

1 
4 

23 
31 

193 

- 

.37 
211 

- 

37 
212 

31 
1 

22 

- 

4 
29 

- 

5 
28 

Total Current Payments ............. 2,905 3,661 3,667 340 334 435 140 174 206 2,174 2,846 2,641 251 307 385 

C. CURRENT AccouNT BALANCE ......... +460 

.. 

.. 

+85 +472 +500 +633 +488 +169 +241 +129 —607 —1,135 —401 +398 +346 +256 
-97 

. 

.. 

.. 

—38 —19 - - - —5 - - - - - —92 —38 —19 Contributions of Official Relief......... 

D. NET  BALANCE ON CURRENT AccouNT 

. 

(Excluding Official Relief)............ +363 +47  +453 +500 +633 +488 +164 +241 +129 —607 —1,135 —401 +306 +308 +237 

(I) Including Mutual Aid of $5 mm. 
(2) Including contril)utions of official relief of $92 mm. and trade financed by Net Export Credits and advances of $210 mm. 
(3) Including contribution of official relief of $38 mm. and trade financed by Net Export Credits and advances of $140 mm. 
1, 4 ) Credits with sterling area countries include trade financed by drawings of $540 mm. in 1946, $423 mm. in 1947, and $52 mm. in 1948 on the Canadian 

Loan to the United Kingdom. 
() Including contributions of official relief of $19 mm. and trade financed by Net Export Credits of $74 mm. 
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Table XXIII-Mer(handlse Trade Retweeii ('anada and Other ('ountries. 133-1I8 
(EaclusIe of gold and adjusted for balance of paments purposes) 

01ill ions of I t!I:Ldifl 1)Ilur'1 

Credits 

EspOr ta ('nuniries 

Couumonwealtli Countries (1) Foreign Countries 

° T tal United Other 
0 

United Other 
Kingdom Countries States Countries 

332 232 188 44 300 377 123 
648 2149 234 65 349 226 123 
732 :332 2.58 74 40(3 285 115 
954 427 342 85 527 369 158 1937 .................. 1,041 493 385 10$ 548 :191 157 19:18 .................. 442 3:17 105 402 268 )34 ....844 
906 436 :132 104 470 :144 126 

1933...................... 
1934...................... 

1938...................... 

1,202 699 542 157 503 424 79 
1,732 1,098 914 184 1)34 .566 68 1942 .................. 2,515 1,541 1.424 117 974 911 83 

1039...................... 
1940 	................... 

194:3 .................. :1,03)) 1,763 1,6:11; 127 1,287 1,224 63 

1941 .................... 

1944 .................. 3,590 

. 
1,970 1,791) 174 1,620 1,444 176 1145 .................. 3,474 1,776 1,422 354 1,698 1,134 564 

1935...................... 

1946 .................. 2,393 895 626 269 1,498 948 554) 
1947 .................. 2,72:1 1,115 749 :186 1,808 1.061 547 1948 .................. 3,030 996 703 293 2.034 1,508 526 
Debits for Imports 
19:13 .................. :168 

. 

. 

114 SO 34 254 205 49 
484 

.. 

. 

.. 

146 103 43 :334 278 60 326 166 lID 56 :360 299 61 19:91 .................. 612 185 170 85 427 352 75 

1934..................... 
1935...................... 

771) 

... 

235 14$ 87 541 4(13 78 19:17 ...................... 

.. 

(349 

.... 

184 119 65 4(3.5 4(8) 65 193$ 	..................... 
1939 	. 	............... 71:) 177 106 71 5:1(1 472 (94)). 	................. 1.18)1) 236 13:1 103 770 ' 	702 (18 11141 	.................. 1,2(4 279 (37 142 985 910 75 I .406 

... 

226 111) ItO 1, 18)) I, 116 64 11'43 .................. I .579 200 100 100 1,379 1:111 65 
I, 39.8 

.. 

.. 

196 94 102 1.202 1, 113 89 

11)42.................... 

1,112 

.. 

213 100 113 1,229 1, Ill) 110 
1044.................... 

1,822 267 138 123) 1,555 1,378 177 
2,5:35 :342 182 160 2,193 1,951 242 

11(45..................... 

11)48 .................. '2,598 479 287 192 2,119 1,797 322 

Net Credits (+) 
v 1)ebits 	(- ) 

11)3:) .................. + 	164 + 	118 + 	108 + 10 + 46 - 28 ± 74 + 	164 + 	15:3  + 	131 + 22 ± ii - 52 + 63 

1)4)1 ..................... 
1947 	................... 

1935 	................ + 206 + 	1641 + 	148 ± 114 + 40 - 14 + 54 19:16.... 	.............. + 	342 

... 

+ 242 + 	222 + 20 +100 + 17 + 83 + 265 + 258 + 	237 + 21 + 7 - 72 + 79 193.S .................. 

.. 

+ 	195 + 25$ + 	218 + 40 - 63 -132 + (39 
19:17 ................... 

(930 	... 	.............. 

.. 

.+ 	19:1 + 	259 + 	22(1 +33 -66 -128 +82 [94(1. 	................. 

.. 

-- 	19(1  + 463 + 	409 + 54 -267 -278 ± ii 

1934 ................... 

1941 	..... 	............ 

.. 

+ 	4)18 + 	$19 + 	777 + 42 -351 -344 - 	7 1942 .................. + 1,11W + 1,315 +1:308 + 7 -208 -205 - 	I (94:; .................. 

.. 

-1-1,471 +1,563 +1,536 + 27 - 92 - 87 - S 
+2,192 +1,774 +1.702 + 72 +418 -1-331 + 87 (945 .................. 

... 

+2,0:12 +1,503 +1,322 +241 +469 + 15 +454 
11144 	.. 	........... 	... 

(946 .................. 

. 

+ 	571 + 	028 + 488 +140 - 57 -430 +373 1947 .... .............. 
.. 

+ 	18$ + 	773 ± 507 +206 -585 -890 +305 1948 ................... 
. 

+ 	432 + 	517 + 	416 +101 - 85 -289 +204 

(') Including other sterling area countries, 1940-1948. 
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Table XXIV—Balaiitc of Pa) meats on Traici Account Iletwecis (anada and All Other 
Countries 1926-1948 

(Net Credits + Net Debits —) 

(Millions of Dollars) 

Year 

Account with 
United States 

Account with 
Oversess Count ries 

(Including Newfou nllnd) 

Credits 	Debits 	Net 

Account with 
All Countries 

Credits Debits Net Credits Debits Not 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 

140 70 + 70 12 29 —17 152 99 +53 
1927 1441 72 + 76 13 28 —13 1113 104) +63 
1928 163 72 + 91 14 241 —12 177 1)8 +79 
1929 1414 81 +103 14 27 —13 198 1041 +94) 
1930 167 67 +100 13 23 —12 180 92 +841 
1931 141 52 + 89 12 19 —7 153 ii +82 

1926.......... 

1932 103 30 + 73 11 19 - 8 114 49 +65 
81 30 + 51 8 14 - 6 89 44 +45 

(9:14 941 36 + 60 10 14 - 4 106 50 +56 
1935 107 48 + 59 10 141 - 6 lii 64 +53 

1933........... 

129 54 + 73 13 21 - 8 142 75 +67 
149 65 + 84 17 22 - 5 1611 87 +7 

1936..........
11(37.........
11(38 134 66 + 1141 13 20 - 5 149 86 +63 
1939 137 67 + 70 12 14 - 2 149 81 +68 
(1440........98 40 ± 58 7 1 ± 4 lOS 43 +62 
1941 ......... 107 18 + 89 4 3 + 1 ilL 21 +90 

24 + 55 3 3 - 82 27 +55 
1943 87 

. 
17 

34 + 53 2 - 1 89 37 +52 
1 	........ 944 57 + 60 3 3 - 120 60 -i-60 

1942..........71) 

81 + 82 3 2 + 1 1641 83 +8:1 
216 

. 
130 + 86 6 43 - 222 136 +86 

1045.........163 
1114(1..........
1947 241 152 + 89 10 15 - 5 251 167 +414 
19441( 1 ) 282 132 +150 12 20 - 8 270 112 +138 

(1) Subject to revision. 
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Table XXV—Eipenditures of Foreign TraclIcrs In Canada 1938-1917 

(Millions of Canadian Dollars) 

I. TRAVELLERS FROM THE UNITED STATES 

1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 

63.0 71-0 49-5 54-0 26-0 17-0 24-4 543.9  98-0 118.4 

I 
26•5 28-0 32.0 49.0 87.2 64-3 61.4 586 

41-0 42-0 
60 70 40 6-0 7•9 13-0 17-3 22-1 

5.7 7-0 60 50 63 12.9 15-8 16-7 
250 24-0 

13 3.0 3.0 3.0 3.2 5-6 10-3 13-1 

9-0 8-0 8-0 7.9 75 10-6 13-3 14-2 

1340 1370 98-0 107.0 79.0 87.0 116-6 163-3 216.1 241-1 

15-0 12-0 7-0 4-0 2-9 2-5 2-9 3-0 6-4 10.0 

149-0 149-0 105-0 111-0 81-9 89-5 119-5 166-3 222-5 251-1 

Means of Travel 

Automobile................... 

Rail......................... 

Boat .......................... .I  

Bus (exclusive of local bus)... 

Airplane...................... 

Other (pedestrians, local bus,1 
etc .) ..................... 

TOTAL U.S.A.............. 

2. TRAVELLERS FROM OVERSEM 
COUNTRIES (Including New.  
foundland) ........... ....... 

TOTAL All Countries....... 

Table XXV 1—Expenditures of Canadian Traellers in Foreign Countries 1938-1917 
(Millions of Canadian Dollars) 

1. TRAVELLERS TO THE UNiTED STATES 

Means of Travel 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 

Automobile ................... 24-0 24-0 10-3 3-8 26 1.9 3-8 7-5 21-7 32-43 

1 20-0 8-5 13-9 22-0 33-1 39-4 49-6 52-2 
32-0 

. 

34-0 
Boat.........................J 1-2 0-7 0-5 0-7 1-1 18 3-2 4-1 

Bus (exclusive of local bus). . 1 	3-2 1-5 2-6 3-2 8-7 17-0 28-5 34-6 
10-0 9-0 

Airplane......................J 1 	0-6 1-2 1-1 1-2 2-4 4-1 8-8 9-0 

Train ........................ .... 

Other (pedestrians, local bus} 4-5 2-6 3-7 4-7 7-1) 11-0 18-1 1-8 

66-0 67-0 39-8 18-3 24-4 33-7 57-1 80-9 129-9 152-3 TOTAL U.S.A................ 

2. TRAVELLERS TO 	OvEsSEAS 
CouNTRIES (Including New- 

20-0 14-0 2-6 2-7 3-3 3-5 2-8 2-0 6- 0 15-0 foundland)....................

TOTAL All Countries........... 86-0 81-0 42-4 21-0 27-7 37-2 59-9 82-9 135-9 187-3 
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Table XXVII l'ayineiils by ('aiiada of Interest and IMldends to Oilier Countries, 
1926-148 

I I ill I 	of I )ollars) 

Year- 

Payments to 
United Kingdom 

Payments to 
United States 

Payments to 
All Countries 

Interest Total Interest Total Interest Total 

1926... 62 35 97 82 56 138 145 95 240 
1927... 62 39 101 88 63 151 151 106 257 
1928... 62 38 100 97 72 169 160 115 275 
1929... 62 51 113 101 101 202 164 158 322 
1930. 60 55 115 110 115 225 171 177 348 
1931. 58 44 102 121 100 221 180 150 330 
1932... 57 34 91 114 91 205 172 130 302 
1933. . . 55 17 72 113 75 188 169 95 264 
19,34... 57 18 75 110 79 189 188 100 268 
1935... 55 21 76 99 91 190 155 115 270 
1936... 56 28 84 99 123 222 156 155 311 
1937.. 55 30 85 88 125 211 142 160 302 
1938.. 54 27 81 84 134 218 139 168 307 
1939.. . 50 28 78 85 135 220 136 170 306 
1940... 48 28 74 91 142 233 138 175 313 
1941... 39 27 68 89 125 214 129 157 286 
1942.. 24 26 50 92 123 215 118 152 270 
1943.. . 24 27 51 97 108 205 122 1:39 261 
1944.. . 24 31 55 102 101 203 129 135 264 
1945.. 22 31 53 106 88 192 131 120 251 
1946.. 21 33 54 101 149 250 125 187 312 
1947...' 18 35 53 92 182 274 113 224 337 
1948 0) 17 33 50 84 183 267 104 221 325 

(L) Subject to revision 

Table XXV Ill—Receipts by Canada of Interest and Diidends from Other Countries, 
138-148 

(Millions of Dollars) 

Year 

Receipts from 
United States 

Receipts from 
Other Countries 

than U.S. and U.K. 
Receipts from 
All Countries 

Interest Divi- 
dends Total Interest Divi-  

deeds Total Interest Divi-  
deeds Total 

1938... 7 18 25 4 35 39 13 53 66 
1939... 8 19 27 3 25 28 12 45 57 
1940... 8 21 29 2 19 21 11 41 52 
1941... 8 31 39 2 15 17 11 49 60 
1942... 10 33 43 2 17 19 13 54 67 
194:3... 10 24 34 2 19 21 13 46 59 
1944... 14 28 42 2 19 21 17 54 71 
1 1945.., 14 34 48 3 25 28 18 62 80 
1946... 8 39 47 4 12 16 13 57 70 
11347,.. 5 30 35 4 15 19 10 52 62 
1948 	') 5 32 37 9 15 24 15 55 70 

(i) Subject to revision. 
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Table XXIX—Sales and Purchases of Securities Between ('anada and Other Couutrles,(') 1933-1948 

(Millions of Dollars) 

Total Transactions United States United Kingdom Other Countries 

Year 	- aes Pur- Net Pur- 1 	Net ° Pur- Net. a es Pur- Net 
to (-1)1-ct-c Sales -I-  ?U.)es  r-luuws Sales + to chases Sales + to chases Sales + 

(rob Purch. - frocic Pureh.— from Purch.— from Pureh.- 

2887 237-7 + 51-0 205-6 202-1I -j- 	2-7 80-8 276 +532 2-3 7-2 - 4-9 
1934 ........................ 321-2 3123 + 	8-9 215-9 - 102-1 23-7 +78.4 3.1 4.3 - 1.2 
1935 ........................ 301-8 250-8 + 51.0 268-2 200-7 + 875 31.0 44-1 —13-I 2-3 5•9 - 3-4 

1933......................... 

1936 ........................ 422-5 414-7 + 	7-8 3381 3466 - 	85 71-8 59-7 +121 12-6 8-4 + 4-2 
1937 506-6 

.. 

511-4 - 	4-8 376-4 4127 - 363 105-7 85-6 +201 245 13-1 +11-4 
3692 3403 + 28-9 283-5 261-3 + 22-2 521 64-3 —12-2 336 14.7 +189 

1939 ........................ 311-0 

. 

. 

238-9 + 72-1 247-9 190.5 + 57-4 32-3 378 - 5-5 30-8 108 +20-2 

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

1940 ........................ 123.9 95-1 + 28-8 113-8 83-4 + 30-4 7-0 98 - 2-8 3-0 2-0 + 1-0 
1941 ........................ 75-3 + 33-0 1048 68-6 + 362 1-8 4-9 - 3-I 1-8 19 - 0-1 
1942 ........................ 

..108-3 
167.0 61-5 +1055 165-1 56-0 +1091 01 4-3 - 4-2 1-8 1-2 + 0-6 

1938......................... 

2679 95-7 +172-2 264-0 83-1 +180-9 0-1 10-7 —106 3-8 1-9 + 1-9 
1944 ........................ 213-0 116-0 + 97-0 2063 93-4 +112-9 0-5 192 —18-7 6-I 3-3 + 2-8 
1945 ........................ 386-4 195-4 +1910 380-1 158-0 +2211 0•4 33.9 33.5 5.9 3.5 + 2.4 

1943.......................... 

1946 ........................ 415-8 

.. 
281-2 +134-6 4050 234-8 +170-2 I 	4-2 39-6 —35-4 6-5 6-7 - 0-2 

1947 ........................ 193-S 

. 
211-8 - 18-0 182:1 192-8 - 10-5 i 	4-2 13-4 - 9-2 7-3 5-6 + 1-7 

1948 ........................ .217-6 
... 

235-5 - 	17-9 207.3 225-2 - 178 4-9 6-4 - 1-5 5-3 3-9 + 1-4 

() Reported monthly by security dealers and other agencies. Between 1942 and 1946 there were other substantial inflows of eajital connected with security 
transactions which are not included in above data. 

NB—As above figures are rounded, totals (10 not necessarily equal the sum of their component parts. 



Table XX X—An*isls 01 Trade In Canadian Securities Between Canada and Other Countries,.) by Groups of Securities. 1$3-14 
(Millions of Dollars) 

-- 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 	1947 

Canadian New Issues(2 ) 
Sales ..............................  8-9 9-7 64 1.4 03 02 104 05 1.2 20 4-8 
Purchases  ......................... . ...... ...  

+ 99 + 	9-7  + 	6.4  
.. .. . .. . . ..  

+ 	14 + 03 + 	0-2 + 104 + 	0- 5  + 	1-2 ~ 20 + 	4-8 
Dominion Honda- 

..... 

Net 	............. 
..........  

35-3 312 313 18-9 15-6 29-1 659 39-8 112-8 - 	147-0 42-3 Sales................................ 
Purchases  ......................... 24-0 23-3 17-9 12.3 8-7 9-9 11-9 14.0 40-1 464 48-4 
Net. 	.............................. -1- 	11-3 + 	7-9  + 	1:1-4  + 	6-6 

.. ....... ..  

+ 	8-9 + 19-2 + 54-0  + 25-8 + 72-7 -j- 100-6 - 	 6-1 
Provincial Bonds- 

Sales  ............................. 8-4 16.2 29-0 6-5 7-7 28-1 38-9 28-3 24-1 11-2 6-3 
Purchases  ......................... 16-8 

... 

.18.2 17-4 5-0 4-8 3-1 43 3.5 4-7 8-4 90 
Net  ............................... - 	 8-4 

... 

- 	 2-0 +11-6 + 	1-5 + 	2-9 +25-0 +34-8 +248 +19-4 + 	2-8 - 	 2-7 
Munielpal Bonds- 

... 

Sales  .............................. 3-7 8-5 7-4 3-2 2-3 5-8 9-0 10-9 8-3 6-9 7-7 
Purchases  ......................... 7-6 14-9 9-0 2-0 2-1 2-7 6-4 

.. .. . .... ..  

6-0 2-8 7-5 8-7 
Net  ............................... - 	 3-9 - 	 8-4 - 	 1-6 + 	1-2 + 	0-2 + 	3-I + 	2-6  + 	4-9  + 	5-5 - 	 0-6 + 	1-0 

Dominion Guaranteed Bonds- 
86 13-1 17-0 9-1 15-9 51-0 35-2 14-6 13-6 2-7 3-1 

Purehase 	......................... 8-9 13-0 10-3 10-4 9.1 32 3-8 05 1.5 2-2 33 
Net  ............................... + 1-7 

... 

+ 	0-1 + 	6-7 - 	 1-3 + 68 + 47-8  + 31-4 + 	14-1 + 12-I  + 	0-5 - 	 0-2 
Railway ,  Other Bonds- 

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

Sales  ....................... .  ..... 8-4 6-2 3-7 1- 1  5-1 5-5 3-9 8-5 5-6 

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

1-6 4-5 
Purchases  ......................... ...4-2 

.. 

7-0 6-3 4-2 8-0 10-0 

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

3-0 

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

3-4 1-2 2-2 2-8 

Sales  ............................. .... 

Net  ............................... +2-2 

. 

—0-8 —2-6 —3-1 —2-9-4-5 +09 +5-1 +4-4 —0-8 + 	1-7 
.)thei- Corporation Bonds- 

- -- 

Sales  .............................. 22-0 24-2 22-9 10-4 34 7-7 12-5 15-7 22-9 44-0 19-4 
Purchases  ........................ 29-2 22-4 17-8 0-3 7-1 4-3 4-4 10-0 8-5 16-5 7-8 
Net  ............................. 

.... 

- 	 7-2 + 	18  + 	5.1 + 	4.1 + 	1-3 + 34 + 	81 - 	57 + 14-4  + 281  + 118 
Lnspecifie<l Bonds and Debentures- 

Sales  ........................ . ..... 

...

. 

8-0 6-7 3-8 4-2 4-8 8-5 .5-7 65 4-1 7.7 
22-4 

.... 

.. 

11-5 5-7 4-4 4-0 3-4 6 1 8 4-0 3-7 1-9 13-2 
....18.9 

-  3-5 

... 

- 	 3-5 + 	1-0 - 	06 + 	0-2 + 	1-4 + 	1-9 + 	1-7 + 	2-8 + 	2-2 - 	 5-5 
:-omuuuoa and Prelerenee Stocks- 

Sales  ............................. 164-0 1 29 -8 78-0 25-2 14-4 11-0 25-1 34-5 90-8 102-1 49-0 

Net................................. 

Purchases  ......................... 159-3 100-9 86-0 25-8 16-2 11-3 24-2 41-9 81-4 119-8 874 
.. 

+ 	4-7 +28-9 +12-0 - 	 0-6 - 	 1-8 - 	 0-3 + 	0-9 —7-4 + 94 —17-7 —18-4 

Purchases  .................... .  .... ..... 

Thort-Term Securities- 

.. 

Sales  ............................. 8-4 2-3 0-6 ( 0-2 0-1 0-3 0-3 (3 ) 0-1 
Purchases  ........................ 7-5 2-7 (3) 0-1 0-2 0-4 0-1 0-4 0-1 0-3 0-1 

Net ................................. 

Net  .............................. ~ 	 0-9 - 04 + 06 - 	 0.1 0-3 +0-2 - 	01 01 - 	 0-3 
)ther Securities- 

- -- 
.... 

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

Sales  .............................. 

.. 

1-0 03 0-1 0.5 

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

0-3 0-4 0-1 () () () 0-1 
Purchases ------------------------ 

 

- 
 

.... 
 () 0-1 (') 0-4 0.3 0-4 () (3) 01 () 

Net  .................. 	.. 	..... 	.... 
- 

+ 	1-0 + 	0-2 + 	0-1 ± 	0-1 	....................... -I-- 	0-I 	................ - 	 0-1 4- 	0-1 

(1) Reported monthly by security dealers and other agencies. Between 1942 and 1946 there were other substantial inflows of capital connected with security 
transactions which are not included in above data. 

(2) Limited to new issues floated in Canada. 
(3) Less than $50,000. 



Table XXXI-(ross National Product at Market Prices and the Current Account of 
the Balance of Pamen(s. 1926-194s ___________________ - 

- 
- 

(,ross 
National 

I'L,,tItt('t (2) 

Percentage of (r'- 	NUTDIIIA1 Product at Market Prices 

d 	Commodity 	Gross 	 . 	Gross omo I 	' 	Exports 	Current 	tfll1flO I 	' 	Current xpor S 	and Gold 	Credits 	inpor 	Debits 

% % % % 
1926 ................. 5,196 24-5 25-1 32-0 18-7 29-8 
1927 ................. 5,447 22.3 22-9 30-0 19-4 302 
1928 ................. 22-4 23.1 2t)-9 202 30.4 
1929 ................. 5 1 956 16-8 20-4 27-6 21-4 32-9 
1930 ................. 5,348 165 17-2 24-3 18-2 30-6 
1931 ................. 4,480 13-4 14-7 21-7 12-9 25-8 
1932 ................. 3,718 13-3 15-2 21-7 10-7 24-3 
1933 ................. 3,468 15-3 17-7 23-9 10-6 24-0 
1934 ................. 3,962 164 19-2 25-7 12-2 24.0 
1935 ................. 

..5 985 

4,285 17-1 19-9 26-7 12-3 23.8 
1936 ................. 4,844 

... 

20-5 23-4 30-8 132 25-5 
1937 ................. 

... 

5,279 

.. 

19-7 22-5 -  30-2 14-7 26-8 
1938 ................. 

.. 

5,165 

... 

113-3 19-5 26-4 12d1 24-4 
1939 ................. 

.. 

16-2 19-5 26-0 12-7 23-8 
1940 ................. 

..5,598 
17-7 20-7 26-2 14-9 24-0 

1941 ................. 

.. 

- - 13 772 
..8,434 20-5 23-0 29-1 15-0 23-3 

1942 ................. 

- - 

.10,507 

... 

23-9 25-7 32-1 13-4 21-7 
1943 ................. 
1944 ................. 

.11,297 

.11,887 
27-0 
30-2 

28-3 
31-1 

36-0 
38-3 

14-0 
11-8 

25-3 
29-8 

1945 ................. 11,732 29-6 30-4 37-9 12-3 - 	24-8 
1946 ................. 11,863 20-2 21-0 28-3 15-4 24-5 
1947 	(') .............. 13,375 

. 

. 

20-4 21-1 27-9 19-0 27-3 
1948 (1) .15,350 

. 
19-8 20-5 27-0 16-9 23-9 

(') S'ubject to revi-i',n. 

Table XXX1I-Net National income of Canada and the Current Account of the Balance 
of Payments. 1926-1948 

- National 
Ineotne(2) 

Net  
Percentage of Net 	Niona1 Income at Factor Cost 

' 	im 	Commodity 	Gross 	 - 	Gross " 	Exports 	Current 	mnt 	1 	Current Exports 	and Gold 	Credits 	mports 	Debits 

$mm. % % % % % 
1926 ................. 4,078 31-2 31-9 40-8 23-9 37-7 
1927 ................. 4,291 28-3 29-1 38-1 24-6 38-3 
1928 ................. 4,750 28-2 29-1 37-6 25-5 38-3 
1929 ................. 4,689 25-1 25-9 35-1 27-1 41-7 
1930 ................. 21-0 21-9 31-0 23-2 39-0 
1931 ................. 3,261 18-4 20-2 29-8 17-8 35-1 
1932 ................. 2,582 19-2 21-9 31-3 15-4 35-0 
1933 ................. 2,387 22-3 25-7 14-7 15-4 34-8 
1934 ................. 2,820 23-0 27-0 36-2 17-2 33-8 
1935 ................. 3,117 23-5 27-3 36-7 16-9 32-7 
1936 ................. 3,446 27-7 31-5 41-5 17-8 34-4 
1937 ................. 4,017 

... 

.. 

25-9 29-5 39-7 19-3 35-2 
1938 ................. 

.. 

.. 

..4,190 

1,986 21-2 23-2 34-1 111-3 31-6 
1939. 	............... 

- - 

4,289 21-1 25-4 34-0 16-6 31-0 
1940 ................. 

- -- 
... 

22-9 26-7 33-8 19-1 31-0 
1941 ................. 6,594 

... 

26-3 29-4 37-3 19-2 29-8 
1942 ................. 

... 
- - 

8,382 30-0 32-2 40-3 16-8 27.1 
1943 ................. 

... 

..5,255 

9,093 33-5 35-1 44-7 17-4 31-4 
1944 ................. 9,712 

... 

.. 

37-0 38-1 46-9 14-4 36-4 
1945 ................. 

.. 

.. 

35-6 36-5 45-6 14-8 29-8 
1946 ................. 

- -9,772 
..9,765 

.. 
24-5 25-5 34-4 18-7 29-7 

1947 (1) 10,981 24-8 25-7 34-0 23-1 33-2 
1048 (1) -12,802 

. 
23-7 24-6 32-3 20-3 28-6 

(')Suhject to revision. 
(2) From National Accounts 19261947, and 1948 published by National Income Unit, D.B.S. 
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Table XXXIII-BriIish and Foreign (apital linested in Canada. as at Year Finds, 
Itepresentathe Years, 1926-146 

( 'Iasification by 'l'vpes of Invest iat-n 

A. Torsi. Xo-1tEstDEr INVESTMENT IN CsND. 

(Millions of Dollars) 

Types of investment 1926 1930 1933 1939 1945 1946 

GOVFRNMET SEcuftrrIEs- 
Dominion ................... 6380 682-0 7519 8230 7260 7500 
Provincial .................... 421-6 592-3 571-7 5360 624-0 594-0 
Municipal ..................... 374 , 1 431.5 3944 344-0 3120 267-0 

1,4337 1,70.58 1718-0 1,703-0 1,662-0 1,611-0 

l'tHLIC l..TILITIES- 

l'othl ..................... 

1,938-4 

. 

2,244-3 2,244-7 1,8706 1,599-0 1,583 0 
394-5 633-4 625-4 34(b4 494.0 5570 

Railways ..................... 

2,332-9 2,8777 2870-1 2.4200 2,093-0 2,140-0 

Other ........................ 

1,198% 1573-0 1,421-6 1,445-2 1,829-0 1,$95-0 
Total ...................... 

Manufacturing .................... 
219-1 334-1 338-5 329-1 403-0 386-0 
149-S 2029 191-5 1893 226-0 238-0 
343-6 5429 4796 472.7 525-0 557-0 

MinIng and Smelting ............... 

()therEnterprises ................ . 82-4 75-2 69-0 70-0 690 

Slercliandising ..................... 
li:tancittl Institutions ..............

Mis-ellaneous Asts ............. se 260-0 2950 2700 2850 2840 2820 

Total Investment ................ 

.65-2 

.6,002-6 

.. 

7,613.8 7,364-5 6,913-3 7,092-0 7,1780 

Table XXXI%-Brltlsh and Foreign (apital Intested In ('anada as at Year Ends, 
Representatl%e Years, 192-1I46 

Classification by Types of Invistlin-at 

B. LNVESTMENrS HELD IN TUE UNITED KINGDOM 

(Millions of Dollars) 

Types of Investment 1926 1930 1933 1939 1945 1948 

GOVERNMENT SECURITIES- 
Dominion ................... 250-1 2345 291-4 238-0 - - 

Provincial ................... 
.. 

69-3 74-2 680 450 370 
Municipal .................... 

.72-6 

..87-0 

. 

182-1 143-9 167.0 112-0 78-0 

Total .................... 485-9 509-5 463-0 157-0 115-0 

PUBLIC Unnrrias- 
Railways .................... 

.509-7 

1,371'O 1,351-7 1,353-8 1,215-3 806-0 795-0 
96-6 99-7 877 89'3 900 850 Other......................... 

Total .................... 1,467-8 

.. 

1,451'4 1,441-5 1,304'8 896-0 8800 
Manufacturing ................... 234-4 

.. 
274-7 236-3 257-3 3010 295-0 
73-8 72-1 61-4 62-0 56-0 

Merchandising ................... 49-2 61-6 565 549 570 60-0 
Financial Institutions ............ 

.. 

.75-5 2427 213-0 220'9 186-0 182-0 
ses Other Enterpri 	................ 4-0 

. 

5-2 3-9 3-8 60 5-0 

Miiiing anil Smelting..............50-9 

Miscellaneous Assets ............. 14 .5-0 171'0 150-0 120-0 85-0 75-0 

Total Investment ............ 

. 

2,636-3 2,766-3 2,6828 2,475.9 1,750-0 1.868-0 

181 



Table XXXV—Brltjsh and Foreign ('apital Incs(cd in Canada as at Year Ends, 
Representathe Years, I 926-1946 

(I:tiIi-tiun by Np-A 	Iii V(''t flu-nt 

C. INVESTMENTS hELD IN THE UNIFED STATES 

(Millions of Dollars) 

Types of Investment 1926 1930 1933 1939 1945 1946 

GOVERNMENT SECURITIES- 
r)ominion ................... 381-9 440-5 450-5 567-0 682.0 7010 
Provincial ................... 517-0 492-5 47:10 574-0 5540 
Municipal .................... 

..342() 

..185-1 247-4 248-5 1810 194-0 1830 - 

Total .................... 9090 1,704-9 1191-5 1,2210 1,4500 1,438.0 

PUBLIC UTILITIES- 
Railways ... ................. 5104 

.. 

832-6 830-9 588-3 720-0 717-0 
Other ....................... 289-9 521-7 5247 432-1 375-0 441.0 

Total .................... 800-3 1354-3 1,3556 1.0204 1,005-0 1,158-0 
Manufacturing ................... 9529 

.. 

.. 

.. 

1,286-3 1,172:1 1,150-9 1,4870 1,554.0 
Mining and Smelting ............. 1657 255-3 260-4 2597 3220 :311-0 
Merchandising ................... 

.. 

1:37.3 131-0 1294 164-0 17:3-0 
Financial Institutjon 	............ 

.. 

. 

251 251-2 220-6 200.8 285.0 :321-0 
other EnWrprises ................ 60-2 76-2 703 642 62-0 62-31 
Miscellaneous Assets ............. 

.986 

85.0 

.. 

.. 

.. 
94-0 900 1050 130-0 140-0 

Totallnvestment ................ .3,196.3 

.. 

4,659.5 4,4917 4,151-4 4,990-0 5,157-0 

Table XXX VI—BritIsh and Foreign Capital Intested In ('anada as at Year Ends, 
RepresentatIve Years. 1926-1946 

(Iii ficatiun I y Types of Invest Itient 

D. INvEs-rMgsrrs HELD IN ALL OThER COUNTRIES 

(Milliona of Dollars) 

Types of Investment 1926 1930 1933 1939 1945 	1946 

GOVERNMENT SECURITIES- 
Dominion ................... 60 7-0 10-0 18-0 440 40-0 
Provincial ................... 6.0 5-0 5-0 50 :3.0 
Municipal .................... 

..70 
20 2-0 20 6-0 60 6-0 

Total .................... 150 

.. 

15-0 17-0 2330 55-)) 58-0 

Pu sue UTILITIES- 

.. 

Railways .................... 
Other ....................... 

570 
8-0 

60-0 
32-0 

600 
13-0 

67-0 
28-0 

73-0 
290 

71.0 
31-0 

Total .................... 65-0 

.. 

.. 

72-0 730 95-0 102-0 102-0 
Manufacturing ................... 11-0 12-0 13-0 78-U 46-0 46-0 
Mining and Smelting ............. 

.. 

5-0 6-0 17-0 19-0 19-0 

.. 

4-0 4-0 5-0 50 5-0 
Financial Institutions------------ .3-0 49-0 46-0 51-0 54.0 54-0 
Other Enterprises ........... . .... 

.3-0 

-0 

.. 

1-0 1.0 1.0 2-0 2-0 

Merchandising ................. ...2-0 

Miscellaneous Assets............. 

-- 

. 

0-0 
.I 

30-0 30-0 60-0 090 670 

Total Investments ............... .170-0 

.. 

188.0 190-0 286-0 352.0 3530 
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Table XXXVII British and Foreign ('apital invested in ('anuda, by Types of Investment, 
End of IMS (I) 

(Millions of Dollars) 

Estimated Distribution of Ownership 	Total 
lflVeStflIefltS 

Other Owned Out- 
S 

Types of Invest rrient 	 United 	
British ') COUnIIes side Canada tates (2) 

GOVERNMaN'r Scuarnzs- 
Doruiinion ................................. 682 - 44 728 
Proviiii'ctl 	................................ 574 45 5 624 
Municipal ........... ...................... .194 112 6 312 

1,4.50 157 55 1,662 

Pustic UTILI'rws- 

Total .................... ..............

Raltys ................................. 720 
37.5 

806 
90 

73 
29 

1.599 
494 Other..................................... 

1,095 896 102 2093 
1,482 

. 

301 46 1,829 
322 62 19 403 

Total...................................
Manufacturing.................................. 

ti 
164 
285 

57 
186 

5 
54 

226 
525 

Mining and Smelting............................
Merchandising.... .............. ................
linancial Instituons ........ ... ................
Other Enterprises ............................. 
Miscellaneous Assets.......................... 

.62 . 

30 
6 

85 
2 

69 
70 

284 

Total Investment ............................. .4,990 

.. 

1,750 352 7,092 

(') Revised. 
(2) () Includes some investments held in the United States and the United Kingdom for 

residents of other countries. 

N.13.—Common and preference sthcks are shown at hook values as shown in the balance sheets 
of the issuing companies, bonds and debentures are valued at par, liabilities in foreign 
currencies being converted into Canadian dollars at the par of evchange. 
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XXXVIII—Brltlsh and Foreign Capital Invested in Canada, End of 1945 

CLASIuJC.%TION Sr Couerais OF ORIGIN AND BY TYPES OF SECURITY 

(Millions of Dollars) 

United United Other Total 
Non- Types of Security States Kingdom Foreign , 

051 ont (1) (2) Countries Investment 

Bosos AND DEIIEs'roREs- 
1)ominion ................................. 682 - 44 726 
Provincial................................. 574 45 5 624 
Munwipad.................................. 194 112 6 312 

495 316 32 843 
Other Corporations- 

controlled in Canada................... 158 48 16 220 
Other Corporations- 

256 70 15 341 controlled outside of Canada........... 

2,359 589 118 3,066 

C.tprrsi. STOCK 07 CANADIAN COMPANIES- 

. 

462 691 96 1,249 

Steam Railways........................... 

Total............................... 

Companies controlled in the United States 1,613 56 14 1,683 
Corxipanies controlled in Canada............. 

13 226 2 241 
Companies controlled in Other Foreign 

-  - 21 21 

dom.................................... 

Countries............................... 

2,088 973 133 3,194 

OTHER CoapollArlos ASSETS- 
Companies controlled in Canada 13 2 1 16 

Companies controlled in the United King- 

Total............................... 

Companies controlled in the United States 399 - 5 404 

-  101 - 101 
Companies controlled in Other Foreign 

Companies controlled in the United King- 

1 - 26 27 

dom....................................

Countries............................... 

413 103 32 548 

MISCELLANEOUS I NvESTMENrs- 
Real Estate, mortgages, assets adminis- 

Total............................... 

tered 	for 	non-residents, 	investment 
companies. etc. ............. .......... 130 85 69 284 

.4,990 

.. 

1,750 352 7,092 Total ............................. 

(I)  () Includes some investments held by nominees in the United Kingdom and the United 
States for residents of other countries. 
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Table XXXIX—Brlttsh and Foreign Capital Invested in Canada, by Type of Inestmcnt, 
End of 1944. 

(Millions of Dollars 

Types of Investment 

GOVERNMENT SEcuarriEs- 
Dominion .................. ............ .. 
Provincial .............................. .. 
Municipal ............................... .. 

Total, Government Securities......... 

Puauc UTILITIES- 
Railways................................. 
Others.................................... 

Total, Public Utilities................ 

Manufacturing................................ 
Mining and Smelting .............. ............ 
Merchandising .................... ............ 
Financial institutions.......................... 
Other enterprises............................. 
Miscellaneous Assets.......................... 

Total Investment..................... 

Estimated Distribution of OwnershipI Total 
Investment 

	

UnitedUnited 	Other 	Outside 
Owned 

	

States (') 
	j,,(,)j

ngdom 	Countries I Canada 

	

101 49 	750 

	

554 	37 	3 	594 

	

183 	78 	6 	267 

	

1,438 	115 	58 	1,011 

	

717 	795 	71 1 	1,583 

	

441 	85 	31 	557 

1,158 880 102 2,140 

295 46 1,895 
311 56 19 386 
173 60 5 238 
321 182 54 557 

62 5 2 69 
140 75 67 282 

5,157 1,668 353 7,178 

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

Note—Common and preference stocks are shown at book values as shown in the balance sheets 
of the issuing companies, bonds and debentures are valued at par, liabilities in foreign currencies 
being converted into Canadian dollars at the par of exchange. 
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Table XL—Britlsh and Foreign Capital Invested in Canada, End of 146 

CLAssIrIc.TIoN BY COUNTIUES or O11;IN AND flY TypNs OF SECUutTY 

(Millions of l)oLlars) 

Other Total 
United United . Non- 

States (1)  Kingdom (1) Resident 

49 

Investment 

701 - 750 
554 37 3 594 
183 78 8 267 
458 315 32 805 

195 45 16 256 

290 02 12 384 

2,381 537 118 3,036 

500 675 94 1,269 
1,691 55 13 1,750 

14 228 3 245 

1 1 24 26 

2,206 959 134 3,299 

12 1 1 14 
417 2 5 424 

94 - 94 

1 - 28 29 

430 97 34 561 

140 75 67 282 

5,157 1,668 353 7,178 

Types of Security 

130NDs AND DEPENTURES- 
Dominion ...... .......................... 
Provincial ... ............................ 
Municipal ... .............................. 
Steam Railways.......................... 
Other Corporations- 

controlled in Canada.................. 
Other Corporations- 

controlled outside of Canada.......... 

Total............................. 

CAPITAL STOCK or CANADIAN COMPANIES-
Companies controlled in Canada........... 
Companies controlled in the United Statel 
Companies controlled in the United King 

ibm. ..................................  
Companies controlled in Other Foreigi 

Countries............................. 

Total 

OThER CoRpoa.%rioN ,5sET$- 
C'omhpanim's (Wit rolled in Canada........... 
Companies controlled in the United State 
Companies controlled in the United Kng 

iboiti.................................. 
Companies controlled in Other Foreigr 

Countries............................ 

Total............................ 

MISCELLANEOUS INVESTMENTS- 
Real estate, mortgages, assets adminis 

tered for non-residents, private invest 
ment companies, etc ................. 

Total............................ 

(I) Includes some investments held by nominees in the United Kingdom and the United 
States for residents of other countries. 
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Table XL(—Niimber of Canadian Concerns Controlled In the United States, 
End of 154 

Kind of Business 
Number of 

Subsidiaries 
or Controlled 
Companies 

Number of 
1, nincor- 
porated 

Branches 

Total 
Number 
Concerns 

Manufacturing 	totol ......... . ....................... 913 107 1,022 
Vegetable Products .............................. 93 10 103 

42 2 44 
Textiles ......................................... 52 

. 

4 56 
Animal Products ............................... .. .

Wood and Paper Products ....................... 115 

. . 

10 131 
Iron unit Its Products ............................ 199 

. . 

.. 

19 218 
8 125 

rii 3 62 
iij (heieuls and Allied Products.................. 

. 

92 38 230 

Non-ferrous Metats 	............................ 117 
Non-ctullic 	M menus............................ 59 

Miscellaneous .................................... 46 

. 

7 53 

Mining ........ 	..................................... 73 11 84 

Utility, 	total ........................................ 92 15 107 
Railways ....................................... 11 2 13 

81 13 94 

Meretiantlising.. .................. . ........ . ......... 

.. 

342 

.. 

50 392 

Financial, total ...................................... 73 

.. 

191 264 
Insurance..... ................................... 10 

.. 

.. 

184 194 

Other Utility 5..................................... 

Investment Trusts ............................... - 19 
Other Financial ................................. 

.. 

.. 

. 

31 

7 51 

Miscellaneous....................................... 

.19 

.44 

.. 

15 146 

Total, all concerns ................................... . 

.. 

1,628(0 389 2,015 

(I) Includes 232 wholly-owned subsidiaries of Canadian companies. 
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Table XLII--- ('anadlan Investments and Other Assets Abroad as at Selected Year Ends 

Millions of Canadian Dollars) 

1926 1930 1939 1945 1947 

397 443 671 720 822 
493 789 719 621 579 

890 1232 1,390 1.341 1,401 
36 31 31 707 1,816 

370 180 () (1)  () 
(1)  (I) 215 1,278 224 

1,296 1,443 1,636 3,326 3,441 
(2)  (2) 240 389 287 

1,296 1,443 1,876 3,715 3,728 

237 484 835 1,401 () 
322 608 1,046 1,491 ( 1 ), 

250 260 412 455 531 
195 459 301 409 366 

445 719 913 864 897 
262 90 M (I)  () 
(1) (1) 204 1,270 215 

707 809 1,117 2,134 1,112 
(2) (2) 240 389 - 	 287 

707 809 1,357 2,523 1,399 

7 14 59 54 64 
45 45 43 53 52 

52 59 102 107 116 
42 40 (1)  () (1) 
- 

- 11 8 9 

94 99 113 115 125 

140 189 200 211 227 
253 285 175 159 161 

393 454 375 370 388 
66 50 (1)  () 

(I) 

36 . 	 31 - 31 707 1,816 

495 535 406 1,077 2,204 

A. Total Investments and Assets- 
Direct Investments.................... 
Portfolio Investments.................. 

Sub-total.......................... 
Government Credits................... 
Net External Assets of Canadian Bank 
Official Balances Abroad............... 

Total of above Assets.................. 
Gold Floldings......................... 

GrossA'sets as above.................. 

Canadian Life Insurance Companies-
External Assets................... 
External Liabilities............... 

B. Investments in the United States and 
other Convertible Assets- 

Direct Investments................... 
Portfolio Investments.................. 

Sub-total.......................... 
Net External Assets of Canadian Bank 
Official Balances in U.S. dollars....... 

Total of above Assets ........... ....... 
Gold Holdings......................... 

Gross Assets as above................. 

C. Investments in the United Kingdom-
Direct investments.................... 
Portfolio Investments................. 

Sub-total.......................... 
Net External Assets of Canadian Bank 
Sterling Balances of F.E.C.B.......... 

Total of above Assets................. 

D. Investments in Other Countries-
Direct Investments................... 
Portfolio Investments................. 

Sub-total.......................... 
Net External Assets of Canadian Banki 
Government Credits................... 

Total of above Assets................. 

(1) Not available. 
() Gold holdings are limited to gold held by the Bank of Canada or Foreign Exchange Control 

Board as part of Canadian official liquid reserves. 
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Table XLIII—Valiie of Canadian Direct lnestments Abroad') In Branches, Subsidiaries 
and Controlled Companies, As at Year Ends 1939, 1945 and 194 

(I illions of I ':ouelin 1)ollar) 

Railways Industrial Mining Other Total 
Location 311(1 Year aral and and Concerns 2- Direct Ii 

Utilities tC ornniercial Petroleum 1) vCstnrent 

In the' United States- 
19:19 .......................... 
1945 ........................... 
1047. ......................... 

In the United Kingdom- 
1930 .......................... 
1945 .......................... 
1947 . ......................... 

In Other British countries- 
1939.......................... 
1943 .......................... 
1947. . ........................ 

In Other Foreign Countries- 
1939 .......................... 
1945 .......................... 
1947 .......................... 

Total—All Countries- 
1939 .......................... 
1945.......................... 
1947. ......................... 

211 
212 
213 

(2) 
(2) 

(2) 

7 
8 

31 
20 
21 

249 
239 
242 

176 21 4 412 
214 25 4 45 
272 41 5 531 

53 - 6 51 
53 - 1 54 
64 - () 64 

30 17 (8)  54 
34 28 (2)  61 
47 30 () 82 

30 85 - 1411 
36 85 1 142 
31 88 2 142 

289 123 10 671 
337 138 6 720 
414 1511 7 822 

(I) Excluding insurance comps nies and ban 1(8. 
() Amounts are less than $50( .000. 

Table XLIV—Canadian Portfolio Jrnestments in Foreign Securities, as at Year Ends 
1939, 1943 and 1917 

EXCLUD1NO 1NVKSTMNT8 BY INSUICANCK CoMPANIES .tND BANKS) 
(Millions of Canadian Dollars) 

I 	Kind of Security 	I 	Total 
Portfolio Nationality of Securities 	

Stocks 	Bonds Ilnvestments 

United States Securities- 
19:19 ................................................... 380 121 501 

317 92 409 
283 83 361$ 

United Kingdom Securities- 
1939 ................................................... 22 21 43 

26 27 
26 26 52 

1945.................................................... 

Other British Securities- 

. 

1947 	................................................... 

10.19 ................................................... 7 15 22 

1947 	..................................................... 

7 12 19 

1945 ...................................................... 

7 

... 

... 

is 
Other Foreigii Securities- 

1945...................................................... 
1947 ...................................................... 

1939 ..... ............................ .................. 102 51 
104 36 140 1945 ..................................................... 

1947 	................................................... 110 

. 

33 143 

t'otal Foreign Securities- 
1939 ................................................... ...511 208 719 
1945 ..................................................... 454 167 621 
1947. 	................................................... 426 153 579 
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Table X LV—Commod1y Trade Bet ween ('anada and All (oiintrles by Main Groups, 
('alendar Years 138, 1917 and 14$ 

Ofillions ol Dollars) 

MAIN Gnours 1938 1947 1948 

A. DOMI*TIr EXPORTS- 
Agricultural, Vegetable Products .................... 1909 6837 643-7 

118.1 331-4 4349 
131 49:3 45-ti Fibres, Textiles and Products......................... 

211.6 8862 953-7 
60-1 2732 281-5 

179-7 303.9 396-3 
25-0 746 94.9 Non-Metallic Minerals, Products......................

'1ICIII jeals and Allied Products....................... 19-5 83-8 79-8 

Animals and Animal Products ......... ....... .... .... 

19.6 

. 

88-7 145-4 

Wood, Wood Product.s and Paper.....................
Iron and Products ...... .............................
Non-Ferrous Metals and Products..................... 

837-6 2,774-9 3,0758 

Miace1laneou 	(ommodities (Inc. ships)............... 

B. IMPORTS FOR CONSUMPTt0N- 
125- I :156.3 :349.9 
252 8(1-9 84-7 

libres, Textiles and Products ........................ 87-4 390-6 :jso- 6 
32.1 89-5 73-7 

Torsi. DoMESTW EXPORTS ....... .................. 

162-6 762-4 782-3 
Non-Ferrous Metals and Products .................... 160-9 155.8 

Agricultural, Vegetable Products......................
Animals and Aniiiial Proilur'ts......................... 

Wood, Wood Products and Paper......................

Non-Metallic Minerals, Products..................... 
. 

21-7 452-2 606'2 
(heinicals and Allied Products ...................... 35-2 

.. 

113-1 118-4 

Iron and 	Products .......... 	.......................... 

Miscellaneous ('onunodities .......................... 

.38-4 

49'6 

.. 

162-1 115-3 

TOTAL IMPORTS FOR C0NSUMp'rioN ............... . 677'S 

.. 

.. 

2,573-9 2,636-9 
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Table XLVI—Cominodfty Trade Between Canada and Selected Countries- 
938 and 1948 

(Millions of l)ollars) 

1938 1948 

Countries 1)omes- 
Imports Exports (+) Do 	es- 

Imports Expoits(+) 
Exports Imports () Exports Imports (—) 

BRITISh ( ()NTItIhW- 
United Kingdom .......... 339-7 119.3 +2204 686-9 299-5 +387-4 Australia .................. 330 9-0 + 24.0 38:1 27-4 + 10.9 
British South Africa 155 20 + 13-5 8.3-9 3-8 + 80-1 
Fire ....... 	............... 44 - + 	4-4 9-3 — + 	9-3 
India and Pakistan 29 82 - 	5-3 41.4 34-7 + 	6-7 
New Zealand .... .......... 16-4 4-6 + 11-8 18-4 11-6 + 	6-8 
British West Indies and 

.. 

British (uiana and lion- 

.. 

14.1 20-3 - 	5-8 58-4 42-2 + 16.2 
All OtherflrjtishCountrjes 8-5 20-5 — 12•0 40-7 73-8 - 33-I 
Sub-total--British 	Com- 

monwealth cxci. New- 

... 

434-5 

.. 

183-9 +2506 977-3 493-0 +484-3 

(lures...................... 

Newfoundland ............. 84 22 + 	6-2 $.5-1 Il-I + 44-0 
Cotnsmmzs RECEIVING Ex- 

PORT Cazrrs- 
Belgium ................... 

.. 

9-6 6-2 + 	3-4 33-0 13-7 + 19-3 
China. 	................... 2-9 

.. 
2-5 + 	0-4 29-I 3-9 + 2.5-2 

Czechoslovakia ............ 3-2 2.5 + 	0-7 11-4 4-8 + 	6-0 

foundland ................ 

France .................... 9-2 6-I + 	3-1 93-0 12-6 + 80-4 
Netherlands ............... 10-3 3-8 + 	6-5 43-7 5-8 + 37-9 
Netherlands East Indies 

-- 

0-9 

.. 

0-8 + 	0-1 8-0 2-3 + 	5-7 
Norway...  ... ............. 

- - 

7.9 0-7 + 	7-2 23-4 1-1 + 22-3 
0-9 

.. 

.. 

0-3 + 	0-6 0-1 — + 	o-i 
Sub-total—Countries 	re- 

ceiving Export Credits. - 44-9 22-9 + 22-0 241-7 44-2 +197-5 

Denmark ......... -.......... 1-5 0-2 + 	13 7-7 9-fl — 	1-9 
1-6 - + 	1-6 9-7 0-1 + 	9-6 

Iceland ...................... — — — 1-8 0-I + 	1-7 
Italy ........................ 1-7 2-6 - 	0-9 32-4 7-0 + 25-4 
Portugal ..................... 0-1 0-2 - 	0-1 5-2 1-2 + 	4-0 
Sweden ...................... 5-4 2-1 + 	3-3 7-2 2-8 + 	4.4 

0-7 3-5 - 	2-8 19-4 74 + 12-0 
Turkey ...................... 1-9 0-3 + 	1-6 2-0 1-1 + 	0-9 
Other Europe ................ 

- --- 

19-2 11-4 + 	7-8 26-8 4-1 + 22-7 

LATrN AMERICA- 
Argentina ...... -.......... 4-7 2-1 + 	2-6 16-7 .5-7 + 11-0 
Brazil ....... 	-............. 3-5 0-8 + 	2-7 28-0 20•6 + 	8-0 

Greece........................... 

1-2 0-4 + 	0-8 11-0 22-6 - 11-6 

- ---- .... 

2-3 0-6 + 	1-7 15-1t 27-3 — 12-3 

..... 
- ---- 

- 

1-3 1-5 - 	0-2 16-9 94-8 — 77-9 

Switzerland..................... 

Cuba-----------------------

All other Latin America.. 

- ---- 

4-4 10-6 — 	6-2 35-5 .50-3 - 14-8 
Sub-total Latin America... 

.... 

47-4 16-0 + 	1-4 123-7 221-3 - 97-6 

- ---- 

0-1 - + 	0-1 2-2 1-6 + 	0-6 
1-4 0-3 + 	1-1 5-0 0-2 + 	5-7 

Mexico--------------------- 
Venezuela------------------ 

Belgian Congo................ 

0-2 - + 	0-2 2-9 8-2 — 	5-3 

French dependencies----------

Portuguese dependencies... - 1-4 - + 	1-4 3-4 0-2 + 	3-2 
cies----------------------- 

0-4 0-5 - 	0-1 10-2 1-5 + 	8-7 

Ot her Netherlands dependen- 

20-8 4-6 + 16-2 8-0 3-I + 	4-9 
- 	270-4 424-7 —154-3 1,501-0 1,805-8 —304-8 

Egypt .........................
Japan-------------------------
United States................. 

5-6 2-1 + 	3-5 322 13-3 + 18d9 Allothereountrjes.............

Totals—All Countries........ 837-6 677.5 +160-1 3,075-8 2,636.9 +438-9 

N.B.—The above figures, compiled from External Trade publications, have not been adjusted 
for balance of payments purposes. 
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Table XLVJI— Summary of Preliminary Estimates of Canada's International Accounts, 
ISIS 

(Millions of Dollars) 

United 
AU 

Countries 
Kingdom 

and 
Sterling 

Other 
L.lt.P. 

Countries 

Other 
Overseas 
(ountries 

Unit.d 
States 

Area 

CURRENT Accou NT- 
Current Balance (including Exports 

+472 +617 +242 +14 —401 

Contributions of Official Relief - 19 - - 13 - 6 - 
Current Balance (excluding Exports 

of Official Relief) ................... +453 +617 +229 + 8 —401 

of Official ltelief) ................... 

(.spITAL ACCOUNT- 
Post War Loan to U.K. and Export 

('red its... 
-142 - 52 - 67 —23 - 
+ 16 - -4- 	16 - - 

['otal Drawings on Loans ............
Principal Repayments ................ 

-126 - 52 - 31 —23 - Net Loans ........................... 

New Issue of Canadian Bonds Sold 
+150 - - - +150 

Retirements of Canadian Securities. —113 - 14 - 3 - - 96(1) 
in the United States ................. 

- 17 - 4 - 2 - 	11(') urities ...... 	...... .............. 

Other Capital Movenients(') ......... +152 + 46 + 3 +12 + 91(1) 

Net Purchases of Outstanding Sec- 

Net 	Receipts 	of 	Convertible 	Ex- 
change Irma Overseas Countries 
on Current Account ................. -  —597 —176 + 3 +770 

Balancing IterriY) .................... - 3 + 4 - - 7 

Balance from above Current and 
+496 - - - +496 Capital Transactions ....... ........ 

Increase in Official Liquid Reserves +496 - - - +496 

(I) Including some capital transactions on account of 'other overseas countries". 
(2) Including currency adjustments. 
() The balancing item reflects errors and onmissions. 

NW—A minus sign (-) designates payments, outflows of capital from Cana1a, or purchases 
convertible exchange. 
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