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SYMBOLS 

The following symbols are used in this Statistics Canada publica- 
tion. 

Text 

• see additional material in Appendix 11, Addendum - An 
Updating. 

Statistical Tables 

• . figures not available. 

• . figures not appropriate or not applicable. 

- nil or less than half Unit expressed. 

- - amount too small to be expressed. 

P preliminary figures. 

F revised figures. 

x confidential to meet secrecy requirements of the Statistics Act. 

* new series not strictly comparable with earlier years. 



PREFACE 

This book provides a description of the sources of statistics for Canada's balance of pay -
ments and international investment position and the methodology used in their construction. 
Some historical perspective to the development of the series is also given. 

Bower Carty, the author of the book, spent most of his career in the development and re-
finement of the framework, concepts and practives employed for Canada's balance of payments. 
Assistance to the author was provided by the following members of the staff of the Balance of 
Payments Division: 

Beatrice Baker 
Frank Chow 
Nancy Fairchild 
Phil Ghattas 
Lucie Lalibertê 
John Motala 
Jane Pattison 

Roger Purdue 
Ginette Richard 
Christie Richards 
Ariel Robertson 
Elliott Sherman 
Carmel Spiteri 
Paul Weiser 

Scott Houston and Michael Valiquette of the Financial Flows and Multinational Enterprises 
Division also assisted. Large parts of the manuscript were reviewed by Douglas Blyth, John 
Randall, Keith McAlister and Donald Anderson, all of whom have served as directors in charge of 
balance of payments statistics for Canada, and by Robert Crozier, a former Director of the 
National Accounts Division, who made many useful comments. Guy Leclerc and Stewart Wells of 
the System of National Accounts reviewed the last draft of the text. 

The French translation required intensive research for appropriate terminology. This work 
was carried out by Dominique Raymond. 

A country's balance of payments may be defined as a systematic record of all the flows of 
real resources between that country and the rest of the world. It is also a measure of changes in 
a country's foreign assets and liabilities. The stock of a country's foreign assets minus its liabili-
ties to non-residents equals its international investment position. 

Official statistics of the Canadian balance of international payments and of Canada's interna-
tional investment position date back to 1926. Official work in the field began considerably earlier. 
A landmark was the work of Dr. R.H. Coats in connection with the Board of Inquiry into Cost of 
Living in Canada published by the Government of Canada in 1915. Coats' contribution included 
an analysis of the growth and distribution of capital from 1900- 14 and its relation to the rise in 
prices. Estimates of the values of exports and imports of both goods and services and of foreign 
capital investments were included. Coats' work, together with that done in other countries, was 
received with a great deal of interest by the international academic community and was followed 
by a number of important studies including Jacob Viner's classic Canada's Balance of International 
Indebtedness, 1900- 1913 (Harvard University Press. Cambridge, 1924). 

It is not surprising therefore that with the establishment of the Dominion Bureau of Statistics 
in 1918 under Coats as Dominion Statistician development of statistics of the Canadian balance of 
payments and of Canada's international investment position became a continuing statistical objec-
tive. This work led in 1939 to the publication familiarly known as the "red book", The Canadian 
Balance of International Payments. A Study of Methods and Results. In the intervening years the 
program has been further developed, extended and enlarged. 

Balance of payments developments have been reviewed in quarterly and annual reports and 
the statistics themselves have been made available in a variety of forms. A number of the publica-
tions have provided some information concerning the sources and methods employed in construc-
tion of the estimates. Among them were The Canadian Balance of Internanonal Payments, 1926-
1948, The Canadian Balance of International Payments in the Postwar Years, 1946-1952, Canada's 
International Investment Position, 1926-1954 and more recently a series of notes under the col-
lective title "About the Figures" appearing in the reports for the years 1960 through 1972. Never-
theless there has not been available for many years an up to date comprehensive and systematic 
description of the sources and methods employed in these statistics. 



The development of statistical methodology in the field in Canada may be broadly divided 
into three periods. First is the interwar period which is covered in the "red book". The introduc-
tion of exchange control with the outbreak of war in 1939 provided an opportunity for new insight 
into some aspects of the balance of payments, particularly those related to capital flows, and the 
statistical results in the period from 1940 through 1951 reflected largely a blending of the meth-
odology employed in the prewar period with the information emerging from the massive reporting 
system necessitated by exchange control. This period, too, was influenced by the emergence of 
new international statistical standards for work in the balance of payments under the aegis of the 
International Monetary Fund. Quarterly balance of payments statistics developed initially to meet 
internal policy requirements were refined and extended to become part of the regular publication 
program. With the termination of exchange control near the end of 1951 some of the statistical 
sources which had been used for more than a decade were no longer available. The third main 
period beginning in 1952, involved the more extensive use of survey methods in the design of 
which the experiences of both earlier periods played important parts. 

In retrospect, the earlier periods understandably tended to place emphasis on explorations 
into uncharted territory, stimulated by strong pragmatic needs to assist in throwing light upon 
changing and often pressing problems related to public policy. Among these were war finance, the 
foreign exchange and wartime controls over the economy, and their subsequent dismantling. While 
there was awareness of conceptual issues and problems, the interests of users in them were often 
served by personal consultation and interchanges. Knowledge of content tended to be accumulated 
from experience rather than arrived at a priori, and was the concern of smaller groups. But in the 
post-war period there developed a more widespread interest in economic policy and in time a 
greater diffusion of interest among economists in the private sector, in academia, and in interna-
tional bodies, in the observation and forecasting of macro-economic aggregates such as the national 
accounts and balance of payments. A growing use of econometric models and techniques further 
expanded the range of users requiring access to greater knowledge about the balance of payments 
statistics. This kind of wider and more sophisticated use has contributed to a sharpening and 
elaboration of concepts, definitions and structures to which the international agencies have contri-
buted greatly. 

While the period covered by official statistics may conveniently be divided into these three 
main groups based upon the combination of principal sources, there are, of course, some funda-
mental and pervasive influences on sources and methods. Someone has said "change is the constant 
of our times". This is not least true of international financial and economic relationships. These 
changes may not, with a few exceptions, be seen as dramatic watersheds yet their effects on both 
sources and methods are extremely important. For this reason any study of sources and methods 
will begin to be outdated almost as soon as it is completed. It is indeed the mark of a good statisti-
cian that developing situations will be identified at an early stage, or even anticipated, so that the 
statistical frame may develop pari passu with the emerging realities. 

In his presidential address at the 126th Annual Meeting of the American Statistical Associa-
tion in 1966 on "The Quality of Statistical Information and Statistical Inference in a Rapidly 
Changing World", Frederick F. Stephan included among his forecasts about statistical developments 
in the near future, the following: 

More attention will be given to the definitions and explanations that accompany the numeri-
cal part of statistical information, Too often statistics are treated merely as sets of numbers 
or at most, as numbers whose meanings can be taken for granted. Rigorous care in the 
manipulation of the numbers must be matched with equal care in the manipulation and 
transmission of their meanings since the link between each quantity and the description of 
what it measures is the essential part of all statistical data. This will lead to useful discussion 
about the congruence, or lack thereof, between statistical concepts as defined for purposes 
of measurement, on the one hand, and the formal concepts of the social and natural sciences 
to which they should correspond, on the other. 

This volume is in some respects an attempt to meet this need. 

MARTIN B. WILK, 
Chief Statistician of Canada. 
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THE BALANCE OF PAYMENTS 

"When I use a word,' Humpty-Dumpty said, 
'it means just what I choose it to mean - 
neither more nor less.' 

Lewis Carroll 

The Broad Conceptual Frame 

The term "balance of payments", although sanc-
tified by long usage, is not a particularly felicitous one. 
For many it conjures up either a single balance or a time 
series of balances. In either sense it is a misnomer. 

The balance of payments is designed to reflect 
transactions between jLdents of one. country andi,he 

sf of the world. It has been described by the Interna-
tional Monetary Fund' as a system of accounts covering 
a given period to record systematically (i) flows of real 
resources, including the services of the original factors 
of production, between the domestic economy of a 
country and the rest of the world, (ii) changes in the 
country's foreign assets and liabilities that arise from 
economic transactions, and (iii) transfer payments, 
which reflect real resources or financial items provided 
to, or received from, the rest of the world without any 
quid pro quo. 

The principal balance of payments estimates and 
supporting statements as currently published in Canada, 
including quarterly data, comprise about 1,500 cells of 
information per year. An additional 1,000 cells annually 
are represented by monthly series for some items, and 
basic commodity trade statistics provide a further 
500,000 cells per year. 

To facilitate analysis of the current and potential 
effects of these international transactions, it is usual to 
focus on the totals or balances of particular groups of 
them. 

Amitai Etzioni has written that "any measure of a 
social science concept that relies on a single indicator 
should be viewed as dubiOus". 2  So it is with the balance 
of payments. Any single figure drawn from the estimates 
is of limited value in appraising a country's balance of 
payments position and prospects. No measure of surplus 
or deficit can characterize adequately the kaleidoscopic 
interplay of domestic and international economics. 

Certain conventions are followed in the recording 
of balance of payments transactions. The statistics adopt 
a double entry system of accounting although, as will be 
seen later, most of the statistical inputs do not become 

IMF Balance of Payments Manual, Third Edition (1961). 
2 Quoted by Bertram M. Gross and Michael Springer in 

New Goals for Social Information. The Annals of the American 
Academy of Political and Social Science, September 1967. 

available in the form of pairs of entries. Transactions 
giving rise to claims on non-residents are recorded in 
balance of payments statements as credits and shown as 
positive numbers. The uses to which these claims are put 
are recorded as debits and shown as negative numbers. 
Transactions that give rise to claims on non-residents are 
exports of goods or services, income receipts from non-
residents, increases in foreign liabilities, and decreases in 
foreign assets. Debit entries are made for imports of 
goods or services, income payments to non-residents, 
decreases in foreign liabilities, and increases in foreign 
assets. Thus an export wilj appear as a credit and the 
acquisition of a claim on f5oreigners to which it gives rise 
as a debit. The disposition of this claim to repay, say, 
maturing debt held by a non-resident will be reflected 
as a credit or inflow in respect of the disposal of the 
foreign asset and as a debit  or outflow in respect of the 
repayment of the foreign debt liability. (An exception to 
the general presentation is sometimes made in respect 
of official net monetary movements when the actual 
change may be shown rather than the balance of pay-
ments flow which by convention would have the opposite 
sign. When the conventions are followed throughout the 
statement, the sum of all entries, is of course, zero.) 

Transactions are normally recorded in the balance 
of payments on an accrual basis, i.e., independently of 
the timing of any cash settlement. Thus a commodity 
export is in principle recorded at the time it occurs, and 
until such time as settlement is received there is also a 
capital export represented by the accrual or acquisition 
of a claim on non-residents. This capital export is the 
counterpart of the export of goods by which it was 
accomplished. 

Changes may occur, however, in Canada's external 
assets and liabilities without any reflection in the balance 
of payments as such. The recorded value of assets or 
liabilities may change as the result of a deliberate write-
up or write-down, or as the result of changes in exchange 
rates. Values will change as a result of the undistributed 
earnings which may accrue on particular securities but 
which are not explicitly reflected in the balance of pay-
ments. (A note on this subject will be found in Part VII.) 
Changes may occur because the recorded value of claims 
exchanged between residents and non-residents may dif-
fer from the prices at which they are exchanged as, for 
example, when secondary trading takes place in securi-
ties. It may not be the practice to fully articulate par-
ticular transactions in the balance of payments, for 
example exchanges of shares. And the union of New -
foundland with Canada, which in effect changed Canada's 
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boundaries, had effects on Canada's external assets and 
liabilities which were not reflected as balance of pay-
ments transactions. 

It may be useful to remind readers that the. uny 
critiiUheba1arteiLpayments incahat 
citizenship itself has no direct implications for balance 
of payments statistics. Corporations are normally treated 
as residents of the country in which they are incorpo-
rated, although their foreign branches are treated as 
residents of the countries in which they are located. 
There are some special situations in which Canadian cor-
porations are treated as non-residents; these have been 
described in a note in Part VII. (A special treatment 
applied to the transactions of residents of Newfoundland 
between 1940 and its entrance into Confederation in 
1949; this treatment is described in a note in Part VI.) 

Estimates of the Canadian balance of international 
payments have normally been presented in the historic 
form of a current account, a capital account, and net 
official monetary movements. The principal component 
totals are as follows: 

Current account 
Merchandise 
Services 

Goods and services 
Transfers 

Capital account 
Movements in long-term forms 
Movements in short.term forms 

Net official monetary movements. 

The component series are listed in Table 1.1 in the next 
subsection, and are described in detail in Parts II and III. 

The current account is not easy to describe in con-
cept and some experts have strong reservations regarding 
the use of the term. 

A recent attempt 3  to define it in concept describes 
it as 

all transactions which are "current", in the sense 
that they are not acquisitions of claims or liabilities 
vis-â-vis foreign residents. 

(A "current" transaction will, of course, normally involve 
the acquisition of a claim or liability in settlement but 
this acquisition is not in itself a current account trans-
action.) 

3 Patricia ilagan Kuwayama. Measuring the United States 
Balance of Payments. Federal Reserve Bank of New York 
Monthly Review, August 1975. 

Most readers will find it sufficient to define the 
current account in terms of its major components, e.g., 
all transactions in goods and services together with 
transfers. 

Many users of the current account balance make 
little distinction between it and its major component, 
the net balance on goods and services. This more re-
stricted group of transactions reflects the balance of real 
resources made available to or drawn from the rest of 
the world and is the balance carried, in the national 
accounts framework, from the non-resident sector's 
income and outlay account into Gross National Expen-
diture. It is, therefore, the visible point in the accounts 
where international and domestic activity interact directly 
in the production and distribution of goods and services. 

Transfers represent, broadly, transactions under-
taken without a quid pro quo. Examples include foreign 
aid, private donations, inheritances, or transfers of their 
savings by migrants. It was only with the introduction of 
special wartime financing arrangements during World 
War II, and the massive extension of official grant aid 
and increasing migration which have been features of the 
postwar period, that the distinction of transfers from 
services became statistically of major importance. 

The capital account is more easily defined in con-
cept, reflecting as it does the transactions in external 
assets and liabilities other than net official monetary 
movements. For many years these latter were also in-
cluded in the capital account but, because of their 
residual role in the adjustment process, the practice 
developed of isolating them as a special group. 

This presentation and related analysis reflect those 
features of the balance of payments that have tended for 
the most part to concern Canadians. 

Other presentations may be more suitable under 
special circumstances and have been employed in Canada 
from time to time. When, during World War II, transfer 
payments by Canada to finance external costs of the war 
efforts of allies became a dominant feature of Canada's 
balance of payments, they were for a time shown sepa-
rately from the current account to emphasize their role 
in financing it. When, during the 1950's, net official 
monetary movements played a very limited role in the 
adjustment of Canada's external accounts, these move-
ments were shown in the capital account rather than 
separately. In historical tables, however, for the sake 
of consistency the currently used format has been 
employed. 

The balance on current account is dominated by, 
and is itself an important determinant of, levels of eco-
nomic activity in the countries involved. Exports of 
goods and services constitute a demand for domestic 
production, while imports constitute a supply from 
abroad serving to satisfy part of the economy's overall 
demands. Either a surplus or a deficit may be appropriate 
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at a particular time. The gross exchanges of goods and 
services which are involved are presumed to reflect mainly 
the comparative international advantages associated with 
specialization, and consequently their overall effect is to 
raise living standards in both economies. 

Although the composition of external assets and 
liabilities is changing constantly,a country can on balance 
import capital 4  only through a current account deficit, 
and can have a current account deficit only when it 
imports capital. For example, in the absence of increased 
net imports of goods and services, the creation of an 
external liability through the flotation abroad of a bond 
issue is necessarily accompanied by the acquisition either 
of the foreign funds borrowed or some other foreign asset 
for which they may have been exchanged, or by extin-
guishing some external liability. The capital balance is 
thus unchanged unless and until the borrowing gives rise 
to additional net purchases from non-residents of goods 
and services. Only an increase in imports(of goods and/or 
services) or a decrease in exports can transfer capital into 
a country. Conversely, of course, a current account sur-
plus and a net export of capital are inseparable. 

The balance of payments, as a system of accounts, 
lends itself to a variety of arrangements to serve various 
analytic ends. "Designers of statistics are indeed philoso-
phers, however unwilling to claim the name, and are fully 
aware that different aspects of reality can be lit up if 
alternative sets of concepts are used."S 

While the Canadian estimates have tended to follow 
a rather traditional format stressing, if anything, their 
domestic impact, other foci are possible. 

The concern may be the country's international 
liquidity, as was the case for many years in the United 
States. Liquidity is, of course, a matter of concern to 
every country, but it became especially so to the United 
States as a result of the structure of its balance of pay-
ments, its role in the world, and its exposure as an inter-
national reserve centre. The United States has at different 
times emphasized a number of foci. Examples from 
recent years are the balance on current account and long-
term capital, the net liquidity balance, and the balance 
of official reserve transactions. (The balance on current 
account and long-term capital, more commonly described 
as the "basic balance", is discussed in Part VI.) 

Although both Canada and the United States have 
been concerned with the maintenance of sound external 
financial positions, the monetary roles and the structures 

' The term is used here in its broadest sense to include 
monetary as well as other financial claims. 

5 Bertrand de Jouvenel, quoted by Bertram M. Gross and 
Michael Springer in New Goals for Social Information. The 
Annals of the American Academy of Political and Social Science, 
September 1967. 

See also F.B. Catty, Deficits in the Balance of Payments - 
Semantics, Simplicities and Statistics. The Commerce Journal, 
1965. The Commerce Club, University of Toronto, 1965.  

of the balances of payments of the two countries are 
quite different. It is not surprising, therefore, that the 
focus of balance of payments analysis in the two coun-
tries has differed somewhat. The Canadian economy as a 
whole is considerably more open to international influ-
ences than that of the United States. In the case of 
Canada relatively much more of its income is dependent 
on levels of effective demand in other countries as well 
as on its ability as a competitive supplier. International 
influences often play a dominating role in the whole 
financial market. This exposure of the economy to the 
trials and tribulations of the rest of the world gives the 
Canadian balance of payments crucial importance for 
Canadians. 

Alternative presentations of the balance of pay-
ments have been devised for various analytic purposes, 
e.g., the identification of c6mpensatory official finan.\ 
cing, or the distribution of capital flows as stabilizing or 
destabilizing, autonomous or equilibrating. 

For analysis of exchange rate fluctuations all 
balance of payments transactions might be ranked in 
order from those which are least to those which are most 
responsive to exchange rate considerations. A statement 
presented on this basis showing the changing primary 
forces of supply and demand acting on the exchange 
rate, and the reactions of other items serving in an equi-
librating role, might go some way towards explaining 
fluctuations in rates. But in practice this subjective 
division may be extremely difficult. Two examples of 
the difficulties may suffice. Particular categories of trans-
actions may at one time tend to play an equilibrating 
role in the exchange market, but at another an autono-
mous one, e.g., sales of Canadian bonds have sometimes 
occurred because of exchange rate considerations, and 
at other times despite them. And an intimate knowledge 
of the basic data reveals that a given category may contain 
at the same time a mixture of both autonomous and 
induced transactions, e.g., the flow of direct investment 
capital, often thought to be practically uninfluenced by 
short-run exchange rate changes, may be speeded up 
through transfers in excess of immediate requirements or 
deferred through temporary local borrowing because of 
exchange rate expectations. 

The wealth of statistical detail available within the 
framework of the balance of payments, no matter how 
arrayed, is however insufficient by itself for an under-
standing of a country's international transactions. They 
can be evaluated only in relation to the domestic and 
international environments, to the trends revealed in 
the national accounts, the stage of the business cycle, 
productivity and international competitive positions, 
monetary and fiscal conditions, price changes, inventory 
positions, the amount of unutilized capacity (whether 
in manpower or plant), tax policies and their effects, 
prospective developments in economies elsewhere, the 
external asset and liability positions of the country 
and of its international customers, etc. The list is not 
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exhaustive. Nor can one disregard the significance of 
international exchange values as reflected in the struc-
ture of exchange rates. 

And it must always be remembered that "an infor-
mation system does not tell what courses of action are 
conceivable. Man must conceive them".6  

An authoritative Canadian view on the foci of 
analysis appropriate for Canada was indicated by the then 
Governor of the Bank of Canada during the hearings of 
the Royal Commission on Banking and Finance on 
January 9, 1963.' Replying to a question, the Governor 
suggested that in considering what determined a sound 
external financial position, one had to look beyond the 
cash position of a country, the changes in its reserves, to 
the composition of its international transactions. Three 
points, he felt, needed to be looked at: the cash position, 
the nature of the capital flow, and the size of the current 
account balance. 

Insofar as the cash position is concerned, it is clear 
that if the situation is to be sustainable, the inflow of 
capital must be sufficient to cover any current account 
deficit without undue pressure on the reserves. In the 
postwar period Canada has undergone several painful 
reserve experiences, and on two particularly notable 
occasions has had to accommodate itself to an embar-
rassment of international riches. 

The nature of the capital inflow has been given 
increased attention within Canadian balance of payments 
statistics since the early 1960's through a distinction 
between capital movements in long.term forms and those 
in short-term forms. To be analytically most useful, the 
distinction between long-term and short-term capital 
should be based on motivation, rather than on form. 
Short-term capital movements should cover those likely 
to be reversed in the short term, say from one year to 
the next. Unfortunately, in the case of much of the flow, 
motivation can at best be guessed at or determined in 
the perspective of time, long after statistics are required. 
The distinction of capital movements as long term or 
short term is more susceptible to analytic judgement than 
to statistical compilation. One example of the difficulty 
lies in international transactions in securities. For the 
most part these securities will be clearly long term in 
form, but their movement may be either long term or 
short term from a behavioural point of view. Similarly 
capital flows may occur into short-term instruments 
such as treasury bills, deposits, or paper, but may through 
subsequent roll-over conform for considerable periods to 
the behaviour of capital in long-term forms. 

6 Raymond A. Bauer, quoted by Bertram M. Gross and 
Michael Springer in New Goals for Social Information. The 
Annals of the American Academy of Political and Social Science, 
September 1967. 

' Bank of Canada. Evidence of the Governor before the 
Royal Commission on Banking and Finance. Bank of Canada, 
Ottawa, May 1964. 

An exception to this classification by formal term 
is made in Canadian statistics in the case of direct invest-
ment flows. For these it has been possible to introduce a 
distinction between long-term and short-term capital 
based on probable behaviour. Since a large part of the 
data are derived by questionnaire, it is practicable to ask 
respondents to classify as long term those claims which 
are intended or likely to remain outstanding for more 
than one year from the date incurred. This definition has 
proved more meaningful than adherence to the strict 
term of claims because demand obligations or open 
account claims are frequently applied in parent company-
subsidiary accounting to capital having an essentially 
long-term function. 

The continuous balancing of a current account 
balance through a flow of short-term capital is not 
likely to represent a sustainable situation. While the 
crisis of confidence faced by the Canadian dollar in 1962 
can be attributed to the convergence of a number of 
factors and influences, an underlying weakness may be 
found in the preceding period. 
account significantly exceeded the capital inflow in long-
term forms from 1956.62. By early 1962 the accumu-
lated current account deficit since the end of World 
War II exceeded the corresponding net capital inflow in 
long-term forms; over the period Canada had begun to 
borrow "short". Other developments then contributed 
to speculative outflows which made the situation clearly 
untenable. 

Somewhat the reverse situation occurred in the 
latter half of the 1960's. The accumulated sum of the 
current account balances and net capital flows in long. 
term forms rose by almost $4.5 billion between the 
beginning of 1967 and the first quarter of 1970. In the 
event, the Canadian dollar was unpegged at the end of 
May. 

Attention focused solely on Canada's reserve 
position would not have revealed either of the develop. 
ing situations. Throughout the 1950's Canada's reserve 
position had tended to be relatively stable. Even between 
the beginning of 1967 and the first quarter of 1970, net 
official monetary movements reflected an increase of 
less than $1 billion. 

The size of the current account deficit also calls 
for consideration. Reference has already been made to 
the relationship between the current account balance 
and the economy as a whole. The appropriateness of a 
particular balance is dependent on the state of develop-
ment of the economy and in the shorter run on the stage 
of the business cycle in which the country finds itself. 

I Foreign capital flowing into the country through a cur-
rent account deficit makes it possible for the country to 
expand and develop beyond the limits of its internally 
generated resources. The increased foreign indebtedness 
and the increased transfers of interest, dividends and 
amortization which may be expected to follow will, it is 
hoped, be matched by increased capacity. This capacity 
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may enlarge the country's ability to produce export 
commodities for which there is effective world demand, 
or to produce efficiently things it has previously im-
ported. To the extent that it does so, the growth under-
taken with foreign resources will generate both the 
income and the transfer capacity necessary to service 
the foreign-owned capital. 

Economic analysts sometimes express Canada's 
payments to non-residents on account of interest and 
dividends (or less often Canada's current account bal-
ance) as a proportion of Canada's Gross National Prod-
uct, the value of all goods and services produced in a 
stated period. Despite its increasing size, the deficit on 
income account now represents a much smaller propor -
tion of Gross National Product than in some earlier 
periods, and may therefore be presumed less burden-
some in a domestic sense. The use of such domestic 
macro-economic aggregates in the evaluation of inter-
national transactions is one way of taking into account 
the general growth of the economy. But the inference 
cannot be made that the proportions in some way 
measure directly ability to meet international payments. 
International payments can be made only from_the 
iinationaI revenue of a country, or from the proceeds 
of borrowing or the disposal to non-residents of salel 
ssets. Gross NationaI7rduct mayinrea iiijh the 

iiiore efficient or complete utilization of domestic 
resources without generating export income or reducing 
the need for imports. 

Similarly ratios have been produced to demon-
strate that payments on income account represent a 
smaller proportion than formerly of Canada's merchan-
dise export receipts. The same reservations must apply, 
for there are clearly many other exchange claims on 
export revenue, not least among them being payments 
for imports. Indeed the interrelationships within the 
economy are such that a sharp rise in exports almost 
inevitably gives rise to increased imports, either of 
imported components or materials forming a part of 
the exports, or through the spillover of demand from the 
income generated by the increase of exports. 

A longer-run consideration relating to the size of 
the current account deficit which is discussed less fre-
quently is the position of a country in the world and the 
standard of living it maintains. If this standard is very 
high, then bearing in mind the requirements of countries 
less able to provide their own capital, its overall policy 
objective over a long period might be to arrive at a 
position where it starts to provide resources to the rest 
of the world, rather than drawing resources from it. 

Summing up, the following points emerge 

There are times and there are conditions under 
which a current account deficit will be appropriate for a 
country, others when a current account surplus will be 
appropriate. A country will wish to determine whether 
the balance is suitable from the point of view of its level  

of activity, the stage of the business cycle, and of its 
place in the world. It will wish to know the dynamics of 
the situation, to what extent a deficit on current account) 
is the reflection of an effort to import capital in the 
financial sense, and to what extent a capital inflow is th 
loutcome of the satisfaction from foreign sources of rea' 

i.e., non-financial) demands originating in the economy. 

A country facing a long succession of deficits or 
surpluses will wish to determine not only whether the 
situation is appropriate but also whether and to what 
extent it is sustainable. Continuing deficits or surpluses 
involve the continuing accumulation of net liabilities or 
net assets. It will wish to know whether capital move-
ments in forms and amounts adequate to finance the 
balance are likely to occur without major stresses and 
strains on the economy, whether foreign exchange is 
likely to become available for the future payment of 
dividends, interest and amortization. It will wish to 
determine any adjustments in monetary, fiscal, or com-
mercial policy which may be necessary to maintain or 
modify the situation, and whether they are compatible 
with domestic economic objectives. And it will wish to 
consider whether there are any limits to the accumulation 
of claims on (or of) an economy beyond which implica-
tions may arise for its structure and relationships. 

While these questions are for the most part not 
answerable by statistics, or even by statisticians as such, 
statistical knowledge will necessarily play an important 
part in the formulation of answers. 

Current Presentations• 

Table 1.1 sets out the structure of the balance of 
payments as currently published in Canada. The main 
components stand out clearly and require no further 
comment. 

Balance of payments codes - Commencing with 
the publications in 1951 a series of account or code num-
bers was introduced to facilitate reference to specific 
balance of payments series. The designations established 
at that time remained relatively unchanged for more than 
20 years. Some regrouping of loans and subscriptions by 
the Government of Canada occurred to permit series 
numbers to be applied to the Columbia River Treaty 
transactions and export credits. Other minor changes 
were made following the identification of all transac-
tions as being in either long, or short.term forms, and in 
the placing within the estimates of net official monetary 
movements. These changes were accommodated without 
seriously impairing the general structure of the codes. 
Developments over the period did give rise, however, to 
some anomalies and certain items were published for a 
time without designation. Accordingly during 1973 a 
new set of numbers was developed to supersede many of 
those previously used. Wherever possible numbers used 
earlier have not been reassigned to other accounts. 
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TABLE 1.1. Balance of Payments Codes Introduced in 1973 

Current Account 

Item 

Cuirent receipts: 

Merchandise exports (balance of payments basis)' 
Service receipts: 

Travel 
Interest and dividends 
Freight and shipping 
Other service receipts 

Total service receipts 

Sub-totals, exports of goods and services 2  

Transfer receipts: 
Inheritances and immigrants' funds 
Personal and institutional remittances 3  ( 
Withholding tax4  

Total current receipts 

Current payments: 

Merchandise imports (balance of payments basis) 1  
Service payments: 

Travel 
Interest and dividends 
Freight and shipping 
Other service payments 
Withholding tax4  

Total service payments 

Sub-totals, imports of goods and services 2  

Transfer payments: 
Inheritances and emigrants' funds 
Personal and institutional remittances 3  
Official contributions 

Total current payments 

C 	 C 	Current account balance: 

	

1 	 1 	Merchandise trade 
Service transactions: 

	

4 	.. 	Travel 

	

15 	-. 	Interest and dividends 

	

21 	- - 	Freight and shipping 

	

23 	.. 	Other service transactions 

	

27 	.. 	Withholding tax 

	

28 	 Total service transactions 

	

29 	-. 	 Balance on goods and services 

	

39 	. . 	Net transfers 

	

40 	 4 	 Total current account balance 

1 Trade of Canada rures with certain valuation, coverage and timing adjustments appropriate for balance of payments. 
2 As used in the National Income and Expenditure Accounts. 
3 Personal and institutional remittances include those for pensions. 
4 Tax withheld on income distributions and service payments to non-residents. 
* part. 



TABLE Li. Balance of Payments Codes Introduced in 1973 - Concluded 
Capital Accounts 

ccot 
nuin 	r 

Former 
account 
number 

Item 

D D Direct investment: 6  
21 1 InCanada 
25 2 Abroad 

Portfolio transactions: 
Canadian securities: 

30 3.1 Outstanding bonds 
31 3.2 Outstanding stocks 
32 4 New issues 
33 5 Retirements 

Foreign securities: 
35 6 Outstanding issues 
37 7 New issues 
38 8 Retirements 

Loans and subscriptions - Government of Canada: 
40 9 Advances 
44 10 Repayments 

48 11 Columbia River Treaty 

49 12 Export credits directly or indirectly at risk of the Government of Canada 

50 13 Other long-term capital transactions 

E 	I E 	1 Balance of capital movements in long-term forms 

Resident holdings of short-term funds abroad: 
D 61 D 17.1a Chartered bank net foreign currency position with non-residents 

65 17.1b Non-bank holdings of short-term funds abroad 

Non-resident holdings of Canadian: 
71 14.1 Dollar deposits 
72 14.2 Government demand liabilities 
74 14.3 Treasury bills 
75 172a Commercial paper 
76 17.3 Finance company paper 
77 172b Other short-term paper 
81 17.4 Other finance company obligations 

82 17.5 Other short-term capital transactions 7  

E 2 E 2 Balance of capital movements in short-term forms 

E 	3 E 	3 Total net capital balance 

F F Balance to be settled 

G G Balance settled by exchange transfers 

J . 	 - Allocation of Special Drawing Rights 

K H Net official monetary movements: 
4 4 Official international reserves 
5 5 Official monetary liabilities 

6 6 Net official monetary movements 

5 A minus sign in Accounts D and E indicates an outflow of capital from Canada and represents an increase in holdings of assets 
abroad or a reduction in liabilities to non-residents. 

6 Exclusive of undistributed profits. 
' Includes balancing item representing difference between recorded measures of current, capital and reserve movements and 

embodies all unidentified transactions. 



- 24 - 

The elements in Table 1.1 are identified by the 
account number currently in use and its relationship to 
the system in effect immediately prior to the 1973 
revision. Table 1.2 provides historical details of the 
numbering systems applied since 1946. These will be of 
assistance to users of earlier historical publications such 
as The Canadian Balance of International Payments. A 
Compendium of Statistics from  1946 to 1965. 8  

Timeliness - At the time of writing quarterly 
estimates of the balance of payments are made public 
through an information release about two and a half 
months after the reference quarter. A complete publica-
tion is released about the tenth of the following month. 
Totals for transactions in goods and services appear 
earlier in the estimates of Gross National Product which 
are released to the press about two months after the end 
of the reference quarter. 

About the turn of the 1970's a single summary 
balance of payments table was released six weeks after 
the close of the reference quarter. The timing was dic-
tated by that followed at the time in respect of the 
national income and expenditure accounts, but the data 
were normally revised before full publication. When the 
present timing of release of the national income and 
expenditure accounts was established, the early release 
of balance of payments data was discontinued to reduce 
the number of published revisions. 

Timeliness of publication of the balance of pay-
ments closely approximates that of the United States, 
although the United States continues to have a prelimi-
nary estimate about six weeks following the reference 
quarter. 

Elements of the balance of payments which are 
produced and published monthly include items Al and 
Bl merchandise exports and imports (balance of pay-
ments basis), D30 trade in outstanding Canadian bonds, 
D31 trade in outstanding Canadian stocks, and D35 trade 
in outstanding foreign securities. Source publications are 
indicated in the appropriate sections of Parts 11 and III 
of this volume. 

Revision policy - The revision policy in connec-
tion with estimates of Canada's balance of payments has 
varied but the practice currently is to confirm revision 
of current account for the quarters of earlier years to the 
time of publication of each year's first quarter data, in 
step with the national income and expenditure accounts. 
Capital account data, and current account data for pre-
vious quarters of the present year, are revised as neces-
sary. The full exploitation of data sources extends over 
a protracted period of several years. 

Methodology - Since the larger part of this volume 
is devoted to a description of the methodology used in 
the construction of balance of payments estimates, little 

8 Catalogue 67.505.  

will be said about it at this point. In fact not one, but 
rather several, methodologies are employed. As subse-
quent parts will reveal the methodology followed in 
respect of quarterly estimates may have to differ con-
siderably from that employed in annual estimates. The 
latter estimates are designed to be definitive. The quar-
terly methodology seeks to establish estimates on a 
current basis and to provide the basis of quarterly 
allocations of the definitive estimates that have become 
available. The linking of the two at times presents dif-
ficulties. When the absence of any other information 
necessitates allocation differences evenly over the four 
quarters of a year, fourth-to-first quarter changes may be 
particularly distorted. 

While the methodology is under continuing review, 
another important element in the process of evaluation 
of different accounts within the balance of payments is 
to examine them in depth and in a long-term perspective 
at fairly infrequent intervals. Such examinations permit 
a more penetrating exploration of series than is feasible 
in the normal process of quarter-to-quarter estimation 
and analysis, and are more likely to reveal deteriorations 
in the quality of estimates due to changing structure or 
to the development of biases in projection techniques. 

As will be described later, the data inputs may be 
of an administrative character, may come from surveys 
designed specifically for the purpose, or may be estimated 
on the basis of observations of greater or lesser accuracy. 
The individual series and their components range accord-
ingly between the valid and the indicative. 

Historical Continuity of the Statistics• 

Although estimates of the balance of payments 
were published by the Dominion Bureau of Statistics for 
some earlier years, the official series are now considered 
to begin only with 1926. For the earlier period the reader 
is referred to the estimates by Viner, Knox and others, 
which may most conveniently be found in Historical 
Statistics of Canada, 9  and which may be regarded as 
having superseded both the Bureau publications listed 
in Appendix 10 relating to years prior to 1926 and the 
Canadian data for this period supplied to the League of 
Nations.' 0 

Classifications used in balance of payments statis-
tics have varied over the years. An attempt to present 
early official data on the basis currently employed is 
contained in recent annual reports. Thus Tables 33 
through 35 in The Canadian Balance of International 
Payments, 1973 and 1974 (Catalogue 67-201) contain 
data in respect of current transactions from 1926 and 
capital transactions from 1927. These distributions are 
not available for the full period on either a regional or 

M.C. Urquhart, ed. Historical Statistics of Canada. 
Toronto, The MacMillan Company of Canada Ltd., 1965. 

10 League of Nations, Memorandum on International 
Trade and Balance of Payments. 1913.1927, Volume 1, pp.  73 
through 79. 
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TABLE 1.2. Balance of Payments Codes Applied Since 1946 

Account number 

New 	I 	Old 
	 Title 	 Note 

CURRENT ACCOUNT RECEIPTS C2 3 4 were previously used CURRENT ACCOUNT PAYMENTS for sub-totals) CURRENT ACCOUNT BALANCES 

1 Merchandise trade (balance of payments basis) 

2 Mutual aid to NATO countries (credit only) Removed 
3 Gold production available for export Discontinued 1968 
4 Travel 
5 Interest and dividends Some subdivision 
6 Freight and shipping 
8 War services Discontinued 1946 

11* Other services Some subdivision 
• Withholding tax (debit only) 

Total service receipts 

Total goods and services 

7 Inheritances and migrants' funds 
* Personal and institutional remittances 

10 Mutual aid to NATO countries (debit only) Removed 
9 Official contributions 

• 	. Withholding tax (credit only) 

• 	. Total transfers 

12 Total current 

CAPITAL ACCOUNT 

1 Direct investment in Canada 
2 Direct investment abroad 

Portfolio Canadian securities: 
3.1 Trade in outstanding Canadian bonds Some subdivision 
3.2 Trade in outstanding Canadian stocks Some subdivision 
4 Sales of new issues of Canadian securities Some subdivision 
5 Retirements of Canadian securities Some subdivision 

Portfolio foreign securities: 
6 Trade in outstanding foreign securities Some subdivision 
7 New issues of foreign securities Some subdivision 
8 Retirements of foreign securities Some subdivision 

Loans and subscriptions by Government of Canada: 
9 Advances: 
9.1 National governments 
9.2 International financial agencies Originally in D13 and D17 

10 Repayments: 
10.1 Repayments of postwar loans 
10.2 Repayments of war loans Originally Dli 
10.3 Special settlements No entry from 1947 through 1975 

11 Columbia River Treaty From 1964-73 

12 Export credits directly or indirectly at risk of the 
Government of Canada From 1962 

13 Other long-term capital transactions: 
13.1 Finance company borrowing in long-term forms, n.i.e. Discontinued 1966 
13.2 Other long-term transactions Discontinued 1966 
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TABLE 1.2. Balance of Payments Codes Applied Since 1946 - Concluded 

Account number 
Title Note 

New Old 

D 60 D 17.1 Resident holdings of foreign currency bank balances and other 
short-term funds abroad Discontinued 1963 

61 17.1a chartered bank net foreign currency position with non-residents From 1964 

65 17.1b Resident non-bank holdings of short-term funds abroad From 1964 

70 14 Change in Canadian dollar holdings of foreigners: 

71 14.1 Non-resident holdings of Canadian dollar deposits 
72 14.2 Non-resident holdings of Government of Canada demand 

liabilities 
74 14.3 Non-resident holdings of Canadian treasury bills 

75 17.2a Non-resident holdings of Canadian commercial paper Separately from 1964 

76 17.3 Non-resident holdings of Canadian finance company paper From 1963 

77 17.2b Non-resident holdings of other Canadian short-term paper Separately from 1964; some 
subdivision from 1974 which may 
be extended back 

81 17.4 Non-resident holdings of other Canadian finance company 
obligations From 1952 

82 17.5 Other short-term capital transactions Some subdivision from 1966 

E 	1 E 	1 Capital movements in long-term forms 

E 2 E 2 Capital movements in short-term forms 

E 	3 E 3 Net capital movement 

MULTILATERAL SETTLEMENTS 

F F Balance to be settled 

G G Balance settled by exchange transfers 

OFFICIAL MONETARY RESERVE TRANSACflONS 

J .. Allocation of Special Drawing Rights 

K 1 H 	1 Change in official holdings of gold and foreign exchange Discontinued 1960 

K 2 H 2 Change in net International Monetary Fund position Discontinued 1960 

K 3 H 3 Other special international fmancial assistance Discontinued 1960 

K 4 H 4 Official monetary reserves From 1961 

K 5 H 5 Official monetary liabilities From 1961 

K 6 H 6 Net official monetary movements From 1961 

apart. 



urterIy [)aSiS. auLl the LICIIIIIt!VC estimates coritlillie 
to be those cited in the publications listed at the begin-
fling of Appendix 10. Both sets of data are likely to be 
available also, in somewhat compressed form, in the 
forthcoming revision of Historical Statistics of Canada. 

While the discontinuities which occurred in the 
definitive series at the end of 1938 and again at the end 
of 1945,mainly in respect of capital transactions, present 
regrettable difficulties for some users, they are a reflec-
tion of their times. The outbreak of war in 1939 brought 
a new policy urgency to the statistics. Problems, or 
potential problems, were faced in financing Canadian 
war purchases from the United States, in defending the 
Canadian dollar against heavy withdrawals of capital, in 
financing the Canadian dollar deficiency of the sterling 
area, and in the role which Canada was to play in the 
period of postwar reconstruction. With the end of general 
convertibility, currency regions assumed greater signifi. 
cance than had formerly been the case. The mobilization 
of the economy meant that the importance of some types 
of flows such as direct investment became overshadowed 
by massive intergovernmental financial arrangements. At 
the same time the introduction of exchange control 
brought with it enormous reporting systems of an admin-
istrative nature. In some respects these gave the statis-
tician great insight into areas which had previously been 
murky, but in other respects they were less satisfactory 
than the surveys designed for statistical purposes. With 
the pressure on resources, both private and public, there 
was some erosion of the prewar methodology. In short, 
the balance of payments went to war. The period repre-
sented so different a world that the discontinuities were 
quite as much real as they were statistical. 

With the easing of resources at the war's end and 
the emerging shape of postwar presentations, the data 
were worked back on a reasonably consistent basis to 
1946. Another discontinuity had occurred, of course, 
with the end of exchange control late in 1951, but it 
proved possible to patch together the material reason-
ably well and to build into the rejuvenated questionnaire 
systems the relevant experience which had been gained 
from exchange control. The major gap in the transition 
was in the development of statistics of short-term items 
such as accounts receivable and payable, and it was at 
this time that the practice was introduced of treating the 
balancing item of errors and omissions as a short-term 
capital flow. 

Some of the other discontinuities which occurred 
within the postwar period, represented the breaking out 
and isolation of new developments of importance such 
as the program of export credits, and of international 
money market transactions. 

Others, which were carried consistently back 
through the series, included the display in the balance of 
payments of taxes withheld on payments of non-residents 
(described Liter in seriec 1127 and ..\3 ). the elinirinitioti  

of entiies in respect of mutual aid to NA! 0 cuuntrres 
(described in series A2 and B 10), and changes in 1963 in 
the treatment of international financial agencies and of 
Canada's official monetary reserves (see The Canadian 
Balance of International Payments 1961 and 1962 and 
International lni'c'stment Position (Catalogue (17 - 201 
P. 98)). 

But other diseontinurties could not be wholly elmi-
mated. Pension receipts could not be isolated until 1952. 
and remain for earlier years with the series for services. 
Further changes in the coverage of official international 
reserves introduced in 1970 led to a small discontinuity 
at the end of 1960 as described in series KI through K4, 
and the change in 1973 in the treatment of the foreign 
currency operations of the Canadian chartered banks 
(see series D60 and D61) could be carried back only to 
1964. The change in 1973 in the conceptual treatment 
of gold, described under series A3, was carried back to 
the second quarter of 1968 when the two.tiered market 
was introduced. Marked discontinuities exist between 
1970 and 1971 in a number of current account series. 
These reflect the culmination in 1975 of a long process 
of evaluation and development of basic series, when 
revisions were made to incorporate conceptual and 
statistical changes arising from the reconciliation de. 
scribed in Part VI of merchandise trade and other balance 
of payments current account statistics with the United 
States. At the same time adjustments were introduced to 
eliminate transportation costs from merchandise trade 
with overseas countries; under Canadian conventions 
these costs are already included in the freight and ship-
ping accounts. The union with Newfoundland described 
in Part VI and the changes in area classifications (IC-
scribed in Part VII also introduced discontinuities. 

Linkages to Other Systems 

Although balance of payrtienis stat kt s were 
developed earlier than the general frame, they constitute 
one element of the set of major economic statistics 
developed mainly after the end of World War II, now 
generally described as the System of Nat ictrial Account 

These comprise: 
the Canadian balance 01 I1ICI Ilatiull juViiiL'IIts. 

described in this volume: 
— the more comprehensive IM11011,11 income arid 

diture accounts, which are constructed around the 
central concepts of production, the factors of pro-
duction, income of the factors of production 
(national income), consumption, capital formation 
and savings; 

- the financial flow accounts, which show changes iii 
the networl orTiiiancial claims underlying net 
lending and borrowing activity as summarized in the 
capital finance accounts of the national income .i ud 
e\peildtture accotii1tc 
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- the indexes of real domestic product by industry, 
which show changes in the industrial composition 
of real or "constant dollar" output, with total real 
output measured on a Gross Domestic Product at 
factor cost basis, 

- the input-output tables which display the industry 
and commodity structure of economic production 
and provide a special focus on inter-industry trans. 
actions and technological relationships underlying 
intermediate production; and 

- the indexes of productivity, which show changes in 
output per person employed and output per man-
hour for the commercial sector of the economy and 
various industry groups, using real domestic product 
by industry data to provide the constant dollar 
measures of changes of output. 

The purpose of this section is to indicate briefly the 
principal linkages between the balance of payments and 
other elements of the system. For a more complete 
description the reader is referred to A Guide to the 
National Income and Expenditure Accounts.i 1  The 
principal relationships are set out schematically in 
Chart 1,1. 

Linkages to the national income and expenditure 
accounts and to the financial flow accounts are set out in 
summary form below, and in greater detail in Appendices 
3anicpectively. 

7Balance of payments statistics may also be seen as 
part of an international system. In their very nature, 
national balance of payments statistics are but one 
part - a cross section - of the worldwide flow of goods, 
services and capital. Transactions which affect one 
country's balance of payments have counterparts in 
another's. This intrinsic unifying influence has been 
augmented by the deliberate efforts of international 
agencies to establish common concepts and frames, 
beginning under the auspices of the League of Nations 
and continued under the International Monetary Fund; 
Canadian experts have played significant roles in this 
work in both agencies. More directly pragmatic influences 
in the same direction have stemmed from the use inter-
governmentally of data, for example under the aegis of 
the European Recovery Plan, and, more directly related 
to Canada, the resolution of balance of payments and 
related problems between Canada and the United States. 
Finally the advantages of joint use of data have had 
some influence in the maintenance of internationally 
consistent statistics. 

While the international standards as presently 
established by the International Monetary Fund are the 
outcome largely of the collective wisdom and experience 

11 A Guide to the National In come and Expenditure 
Accounts. Definitions - Concepts - Sources - Methods, Na-
tional Income and Expenditure Accounts, Volume 3 (Catalogue 
13-549). Chapter 12, the System of National Accounts: Linkages 
from Income and Fxpenditure Accounts to Other Parts of the 
Sy I ii 

of its members, and are a potent force for standardiza 
tion, there are inevitably deviations. Some of these reflect 
the particular institutional structures of member coun-
tries. Some reflect the relative importance of particuhu 
aspects of the frame to an individual country, and sonic 
reflect the ease or difficiIIt\ ejiejiriterd iii part iciilir 
types of measurement 

The Canadian statIsuLs ia\e 11CCil nil!ueiiccJ k .1 

considerable degree by the international standards, i 
the formulation of which they had in turn contributed 
A description of some of the major differences and of the 
reasons for them will be found in Appendix 5. Examp'es 
of the returns made to international organizations are 
reproduced in Appendices 6 and 7. 

Linkages to the national income and expenditure 
accounts - Gross National Product and Gross National 
Expenditure are designed explicitly to measure the value 
of the nation's total final production of goods and 5cr 
vices, providing a statistical picture of the structure and 
functioning of the economy - the composition and use 
of the nation's production, and the various types of 

income which are generated in the course of producing it 

Because a part of Canada's current production (It 
goods and services is sold to non-residents, it is neces-
sary to include in final sales the value of exports of goods 
and services in order to arrive at a full accounting of 
current production. Conversely, because sales to persons. 
government, business and non-residents include goods 
and services produced by non-residents, i.e., imports of 
goods and services, it is necessary to subtract these in 
order to arrive at a correct summation of the value ol 

Canadian output. 

The figures of exports and imports of goods and 
services appearing in the Gross National Expenditure 
table are those published in the Canadian Balance ot 

International Payments (subject to certain modificatioii 
related to wartime financing and to Newfoundland prior 
to its union with Canada). The relationship between 
transactions in goods and services and the current ac 

count of the balance of payments is set out in Table l. 
Basically, current account receipts and current accouiil 
payments reflect, in addition to exports and imports of 

goods and services, current transfers and transfers 01 

inheritances and migrants' funds. Current transfers appear 
in the income and outlay account of non-residents but 
are not included with exports and imports of goods and 
services in Gross National Expenditure since they are 
not considered to represent current earnings of Can: 
than or foreign factors of production. Inh_eritances and 
migrants' funds received or paid are transfers of a 

capital nature and for this reason do not appear in Groi 
National Expenditure. 

Until fairly recently the links between balance 01 

payments data and the National Income and Expenditure 
Accounts were not fully articulated. Users of historical 
h:il;iiicc it p:i\'lli(itlS rel)rls 611 hid it iieees.:ir\ 



make a number of further adjustments discussed in 
Appendix 3, which also gives an example of the Recon-
Liliation Table published in the National Income and 
Expenditure Accounts. 

A more extended description of the relationships 
hetween the National Income and Expenditure Accounts 
and the Balance of Payments will be found in Chapters 3 
and 8 of A Guide to the National Income and Expendi- 

/ ' 	(OUfltS. 1 2 

linkages to the Financial Flow Accounts - The 
the World sector of the Financial Flow Accounts 
ts essentially a rearrangement of capital flows 

I 	 1 	- 54  

and official monetary movements as they appear in the 
balance of payments to conform to the standard classi-
fications employed for all sectors of the Financial Flows. 
A detailed description will be found in Appendix 4. 

International Monetary Fund and Organisation for 
Economic Co-operation and Development - Reports by 
Canada to the IMF and OECD conform insofar as is 
possible to the international standards adopted by these 
institutions. Appendix 5 describes the principal differ-
ences between the statistics as normally published in 
Canada and the standards provided in the International 
Monetary Fund's Balance of Payments Manual. Appen-
dix 6 reproduces one of the Canadian reports to the IMF 
and OFCD. 

	

F I 	I;ittonship Between Balance of Payments Current Account Figures 
iid Exports and Imports of Goods and Services as Per 

Gross National Expenditure. 2  1974 

Millions of dollars 

Current receipts, balance of payments ........................................I 	40,259 

1)duct: 
icritances and immigrants' funds ......................................... - 702 
irrent transfers received from abroad 3  ...................................... - 653 

38,904 

41,751 

II. 	uct: 
Inheritances and emigrants' funds 	......................................... - 168 

	

(urn-n t transters paid abrnas1 4 	........................................... - 624 

I/j,/Jt ul guods and services as per (,ross NationI I xpunditurc ......................... 40,959 

Data as published in The Canadian Balance of International Payments, First Quarter, 1976 (Catalogue 67- 001). 
2 Data as published in National Income and Expenditure Accounts, First Quarter, 1976 (Catalogue 13-001). 

Tax withheld on service payments and income distributions to non-residents, personal and institutional remittances, and 
J)"fl , ion ,  received t'rcim abroad. 
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I'lie Broad Conceptual Frame 

losely allied to the balance of payments are 
te itents of "international investment position", 

perhaps more commonly referred to as the "balance of 
international indebtedness". The latter term is some-
times criticized both because of its apparent emphasis on 
the "bottom line" and of the inclusion in the series of 
equity investments as well as debt. Nevertheless the term 
is time honoured in Canada, having been in use at least 
since the publication more than half a century ago of the 

PiF 	tiiJ 	(uiaii .s IiL1tI c 	/ I/1!/77ii1l/ )i/ ]ih.i 

edness, 1900-1913 by Jacob Vther' 

Investment position statistics were highly developed 
in both Canada and the United States during the interwar 
period, but there has never been emphasis on data of 
this sort by the international community comparable to 
the efforts at standardization in the field of the balance 

13 Jacob Viner. Canada's Balance of International Indebt-
edness, 1900- 1913. An Inductive Study in the Theory of Inter-
national 7)-ode. Harvard University Press. Cambridge, 1924. 



of payments. This is perhaps surprising since, for an 
understanding of the behaviour of many series in the 
balance of payments, some knowledge of the stocks of 
relevant claims is a sine qua non. 

The international investment position shows the 
nature, form and amount of all international assets and 
liabilities of residents. These claims may have originated 
in capital movements or in other sources such as the 
growths generated internally through the retention of 
income accruing beneficially to international owners. 
The data disclose in a sense the skeleton of a country's 
international financial relationships, revealing both the 
underlying claims giving rise to income transfers, and the 
extent to which a country has been both a receiver from, 
and a supplier to, the rest of the world of real and finan-
cial resources. 

The balance of international indebtedness of 
Canada has risen rapidly, from a post-World War II low 
of $4 billion in 1949 to some 10 times that figure in 
1975. 

Components of Canada's international investment 
might be aggregated in a number of ways to facilitate 
analysis of different aspects of the country's inter-
national economic and financial relationships. There 
could be special interest in distinguishing long-term and 
short-term components, or components providing for 
contractual repayment, or those carrying service obliga. 
tions in foreign currency at a predetermined rate, or in 
the range of yields (immediate or accrued) attaching to 
their term and liquidity, or in their division between the 
private and public sectors. Each of these might have 
meaning in the context of a particular study. While it is 
not possible to compile all the components of Canada's 
international investment position in such a way as to 
permit precise classifications on all these bases, a great 
many combinations to meet particular purposes are 
possible using the variety of detail available. 

Most of the valuations employed in Canada's 
international investment position are book values, i.e.. 
they reflect the values found in the accounts of surveyed 
corporations. A detailed note on valuations appears in 
Part VII and there are comments on the valuations of 
some specific series in Part IV. 

Current Presentations 

The basic format in which Canada's international 
investment posit ion is currently published is set out 
be low. 

Canada's assets: 
Direct investment 
Portfolio investment 
Miscellaneous investment  

Canada's assets - Concluded 
Government of Canada coli 

c:verninent of Canil,i  
investment agencies 

Canadian long.terni i:vct Li)  

Net official monetary assci\ 

	

Other Canadian sliort-teoji 	Iio]Iiiie\ it 	ticiii 

exchange 
Short-term recci\ .h i. r I 

Gross assu 

Canada's liabilities 
Direct investment 
Government hond\ 
Other portfolio jil\ estilieL I 

Miscellaneous investment 
Foreign long-term invest neil in ( miii 

Non-resident equity in Cant i:; I iei di 

Official SDR liabilities 
Total long-term liabilitme 

Non-resident holdings of CaniJiiL , ii  
Short-term pavables, n.i.e.: 

Finance elm iip.ii 	& bl i : i  ii i 

Other 
Gross Ii,Hilii ic 

Canada's net international indebted hess 

A substantial amount of detail is available in repet it 
many of the series and is described in Part IV. 

The distinction between long-term and tilhi-teuli 
capital in Canada's international investment position, 
in the balance of payments, is based upon probahk 
behaviour rather than on the nominal form of the claim 
Respondents are asked to classify as long term those 
claims which are intended or likely to remain outstandiri 
lu lone ttl:iii mile \eji t10111 the tale jmicmiimej 

\ 	ii 	let 	etilici 	dClil.iili 	mauls 	ii 
account claims are Irequently applied in parent compa iv-

subsidiary accounting to capital having an essentially 
long-term function. In general, therefore, the definition 
adopted approximates capital employed both in fixed 
assets and in a more or less "permanent" level ofworkiii 
capital. 

Historical Continuity of the Statistics 

\lthough some tragments ol work within Statistics 
Canada on Canada's international investment position 
exist for years prior to 1926, the relatively complete 
official series go back to that year. For earlier data the 
reader is referred to the estimates by Viner, Knox anti 



6.2 

6.2 

23.6 

23.6 

17.4 

64.0 

8.8 

72.8 

35.3 

7.3 

0.9 

8.2 

4.2 

33.9 

7.5 

41.5 

14.7 

0.9 18.9 

-0.3 18.6 

0.5 37.5 

- 0.8 

0.4 

- 0.5 

- 1.0 

2.0 9.9 

1.9 16.9 

3.9 26.8 

others, which may most conveniently be found in His-
,/iT Statistics of Canada. 14 

11 e classifications used in the series have remained 
reLlti\cly unchanged, and there are few of the breaks 
which exist in some of the earlier balance of payments 
statistics. 

An estimate of Canada's international investment 
position as a whole was first published in highly sum-
mary form in the early 1950's in Canada's International 
investment Position, Selected Years, 1926- 1949, 15  and 
regular annual publication of the summary statement 
began with the Canadian Balance of International Pay-
,nents, 1953 and International Investment Position. 16 
Long before the summary estimates were compiled, the 
Bureau had been publishing estimates of foreign invest-
ment in Canada and of Canadian capital invested abroad, 
and it proved possible to round these out into estimates 
of Canada's international investment position as a whole, 
for most years back to 1926, with some omissions in the 

vcars of elements of limited importance. 

In 1952 interest in the burgeoning petroleum and 
gas industry in Canada led to special work on 

foreign investment in that industry, components of 
which had previously been classified to a variety of 
other activities.1 7  This work led to the isolation of the 
industry as a group in the investment position statistics 
commencing with the annual report for 1957,18 but it 

14 M.C. Urquhart, ed. Histotical Statistics of Qznada. 
Toronto, The MacMillan Company of Canada Ltd., 1965. 

1 5 Catalogue 67-503 A. 
In Catalogue 67-201. 
17  Sec the note on industrial classification in Part VII. 

(ill 	w (7 -201.  

was possible to produce the data on the new classifica-
tion basis only for 1930, 1945, 1951 and from 1953 
forward. 

By the time of the report for 1953 it was possible 
to incorporate a series for foreign miscellaneous invest-
ment in Canada which was carried back consistently 
to 1926. 

The estimates of Canada's international investment 
position published up to this time had excluded short-
term commercial indebtedness. A study of this was 
carried out in the late 1950's leading to the publication 
of Canada's External Short-term Assets and Liabilities, 
1945-1957 19  and the investment position estimates 
published thereafter reflected these claims back to 1945. 

Finally, in 1967 estimates of Canadian miscel-
laneous investments abroad were made and carried back 
to 1926.20  At this point the coverage of Canada's exter-
nal assets and liabilities was conceptually complete. 

Canada's international investment position in sum-
mary form for the years 1926, 1930, 1933, 1939, 1945, 
1950, 1955, and 1966 through 1970 will be found in 
Table I of Canada's International Investment Position, 
19681970. 2 I Data for the intervening years between 
1945 and 1960 will be found in Table I of the corre-
sponding volume for 1926- 1967.22  

Catalogue 67-504. 
20 The Canadian Balance of International Payments 

1963. 1964 and 1965 and International Investment Position 
(Catalogue 67-201). 

21 Catalogue 67-202. 
22 Catalogue 67- 202. 

1\RIl 14, (anada's International Investment Position, Year-ends 1945 and 1974, 
and Some Estimated Factors in the Change 

I 
- 	 - 

I I orig term ...................... 

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

Gross assets .................... 

I.thilities. 

long term ...................... 

"iort term 	..................... 

to ss liabilities .................. 

,ei international indebtedness ........ 

Book value 	 I 	Undistri- 	I 	 I Book valueOther year-end 	Capital 	buted 	I 

	

movements I 	. 	I 	IS 	
year-end 

1945 	 I 	earnings 	I 	 I 	1974 

billions of dollars 

',ote: As fieiires are rounded individually, totals do not necessarily cillual  the sum of their couluponent parts. 



Relationship to the Balance of Payments 

While the international investment position is 
closely allied to, and indeed reflects, the capital move-
ments shown in the balance of payments, it is a sub-
stantially more comprehensive statement. It reflcet 
many other influences in addition to capital flo'. 
Between 1945 and 1974 for example, Canada's net 
international indebtedness rose by $31.1 billion from 
$4.2 billion to $35.3 billion. Some 47% of this increase, 
$14.7 billion, arose from net capital flows. Another way 
of putting this is, of course, that during this 29.year 
period Canada had a net current account deficit of 
$14.7 billion. There were a large number of factors 
which contributed to the remaining growth in Canada's 
international indebtedness of $16.4 billion, but the over-
whelming element was the accrual of undistributed 
earnings on direct and portfolio investments in Canada 
and abroad. 

It has been one of the characteristics of the statis-
tical system employed in Canada that estimates of the 
balance of payments and of the international investment 
position have been constructed largely independently, 
although as explained elsewhere the data from individual 
respondents are reviewed as a whole for consistency. The 
approach followed has been the result of a number of 
considerations including the timeliness of particular 
estimates, inherent qualitative superiority and the mini-
mization of statistical incest. In principle it would be 
possible to develop a highly integrated set of balance of 
payments and investment position statistics but the costs, 
financial and non-financial, to both private and public 
sectors would not appear to warrant such a development. 

Nevertheless it is possible to make use of detail 
from worksheets and other sources to provide a rough  

indication of how the pieces fit together. The preceding 
table presents a summary of the results of such an cxc r-
cise. A detailed description of the exercise is presented 
in Appendix 2. 

Rehi t u )nsh i p to t lie Nat lot ia t Ba Ia ii cc Sheet 

Developmental work on the system of national 
balance sheet accounts has recently been completed and 
preliminary estimates have been prepared for the years 
1970.76. National balance sheet accounts, for the year 
1975 and 1976, have been published in the fourth quar-
ter 1976 issue of the Financial Flow Accounts. 23  Tb e  
national balance sheet accounts in their present form are 
confined to data on financial assets and liabilities: rio 
attempt, as yet_ mis lecn nl:I1 C I 	nIcrtIlte  l:i1a 	n 
real assets into thciii. 

The Rest of the \ irld sector ot the national 
balance sheet accounts is presented from the point of 
view of non-residents and has a direct correspondence to 
canada's international investment position. The Rest of 
the World sector represents, essentially, a rearrangement 
of Canada's external assets and liabilities in order to coti-
form to standard classifications employed for all sectors 
of the national balance sheet accounts. The rearrange-
ment primarily involves grossing up those items which 
appear in net form in investment position statistics and 
reclassifying various items to meet the conceptual 
requirements of the national balance sheet accounts. 
Consequently, total financial assets and liabilities for the 
Rest of the World sector will differ from the investment 
position. However Canada's net indebtedness to non-
residents (total flnancial assets less liahilities) will he iii 
agreement - 

23 ('it 	I' I (-(P112 

THE STATISTICAL SYSTEM 

Introduction 

Balance of payments and to a lesser extent related 
investment position statistics reach into the lives of nearly 
everyone. Most Canadians indeed have engaged directly 
in such international transactions as a subscription to a 
foreign periodical, or travel outside Canada. The statisti-
cal organization must accordingly be able to cope with a 
range of flows varying from a multiplicity of the simple to 
unique transactions of great complexity. It must be adapt-
able to both the measurement of large streams of similar 
transactions and the examination of extraordinarily 
intricate financial activities. The achievement of this at 
a reasonable resource cost calls for a high degree of flexi-
bijity and pragmatism. The late Joseph Schumpeter is 
credited with the thought that what we call economics is  

more profitably conceived of as historical sociology than 
as applied algebra or secularized theology. 24  

The discipline of standard formats for international 
comparability, the maintenance of historical continuity.  - 
and the need to reflect meaningfully the changing vicis 
situdes of international economic and financial relation-
ships, must be harmonized insofar as is possible. Tlier 
little room in this work for Procrustean beds. 

Some of the inputs to balance of payments stat is-
tics are derived from highly organized data systems 
related to administrative sources. The best and largest 
example is the statistics of commodity trade, but theii 

24 Ot'l I\ 	un tnn. 	i 	- R' 	-, 	I \nriI 
t 1 



are many other elements of the balance of payments 
winch are dependent in whole or in part on administrative 
records. The statistical exploitation of such records is 
sometimes the only possible source of data and may in 
my event offer considerable economies to both the sta-
tistical agency and respondents. At the same time the 
ilata may suffer for statistical purposes because they 
have been designed to meet other needs whose criteria 
may not be totally relevant to those to which they must 
be adapted. Descriptions of the use of administrative 
statistics will be found in a number of places in Parts II 
LIIr I 111 

When administrative records have been effectively 
Lxplorted, recourse is next made to statistical surveys, 
sometimes designed as parts of other statistical frames 
and sometimes specifically to fill gaps in balance of pay. 
ments or investment position series. The survey system 
is described further in a later note in this section and is 
the subject of Part V. This work rests legally on the 
Statistics Act 25  This powerful Act establishes that 
:miiong its duties Statistics Canada shall "collect, compile, 
analyse, abstract and publish statistical information 
relating to the commercial, industrial, financial, social, 
economic and general activities and condition of the 
people". With appropriate safeguards for the protection 
of confidential data from disclosure, it gives Statistics 
Canada access to any documents or records that are 
maintained in any department or in any municipal office, 
corporation, business or organization, from which infor-
nation in respect of the objects of the Act can be ob-
tained. Penalties of fines or imprisonment are provided 
inter alia for persons who, without lawful excuse, refuse 
or neglect to answer, or wilfully answer falsely, any 
question requisite for obtaining any information sought 
in respect of the objects of the Act, and for those having 
custody or charge of any documents or records who 
refuse to grant access to them. (To protect respondents 
wilful disclosure or misuse of the particulars obtained 
from identifiable individual returns is similarly punishable 
by trrc or imprisonment.) 

Ihese teeth are necessary but rarely used. The 
philosophy which pervades the statistical system can 
aptly be described in words used by Cromwell to the 
Arnyin 1647: 

'What we gain in a free way is better than twice as 
irmuch in a forced, and will be more truly ours and 
our posterities'. That which you will have by force 
I look upon as nothing." 26  

For the construction of estimates of Canada's 
haancc of payments and international investment posi-
tron, statistical information is sought, as described 

25 An Act respecting statistics of Canada. Chapter 15, 
19 -20 Elizabeth H. 

26 Quoted in Winston S. Churchill: A History of the 
English Speaking Peoples. Vol. 2, The New World. p.  314.  

elsewhere in this volume, from many types of respon-
dents including corporations, government agencies and 
departments, stock exchanges, banks, insurance compa-
nies and other financial institutions, and individual 
persons. Most of them are residents of Canada clearly 
subject to the Statistics Act. 

Inputs are also necessary, however, from hundreds 
of others who are resident elsewhere and have in fact 
little direct connection with and no formal responsibility 
to Canada. Their assistance is sought, and is obtained 
voluntarily, either because it has proved impractical or 
uneconomic to identify fully Canadian parties to trans-
actions with them, or because of their possible impact 
on statistical series for Canada compiled in other coun-
tries. In seeking data from non-residents, the utmost 
consideration is given to the nature of the burdens 
involved and every endeavour is made to restrict them as 
far as possible. 

The co-operation and assistance received from non-
residents who have been approached on a voluntary basis 
has been invaluable. This probably reflects a recognition 
by them that it is important that those responsible for 
relevant policies in Canada and elsewhere should have 
available to them the best statistics which can be pro-
duced, as well as appreciation of the efforts made by 
the Bureau to minimize the burden of the request. 

The same general considerations apply in the case 
of respondents who have a clear obligation in respect of 
the Statistics Act. Information supplied in a co-operative 
effort is frequently superior to that elicited by the appli-
cation of legal powers. Supplementary information of-
fered voluntarily may be indispensable for the under-
standing, analysis and classification of data submitted 
on a structured questionnaire. A technically accurate 
response from an unwilling respondent may on occasion 
be misleading. 

In short, the quality of the statistical output is 
more generally dependent on a co-operative approach to 
the information collecting process by the statistical 
agency and by respondents, than on confrontation and 
legal powers. But, while the formal powers under the 
Statistics Act are rarely used, they are nonetheless 
essential. 

The combination of administrative records and 
statistical surveys cannot alone cover the full gamut of 
international transactions. "Measure what is measurable 
and make measurable what is not measurable" said 
Galileo Galilei. 27  It is here where the ingenuity of the 
balance of payments statistician is required. He or she 
must explore the minutiae of available data, identify 
overlaps and gaps, and contrive, as best as may be done, 
their remedies. This calls for integrity and responsibility. 

27 Quoted by Bertram M. Gross and Michael Springer in 
New Indicators for Social Information. The Annals of the 
American Academy of Political and Social Science, May 1967. 



It involves the tapping of expert knowledge in various 
areas, the identification and development of new data 
sources and indicators, analysis, understanding and 
intuition. The statistician must recognize that the failure 
to make an estimate is equivalent in effect to an implicit 
assumption that no flow occurred. 

It may be useful here to digress briefly on the 
subject of illegal activities. Under the concepts followed 
within the national accounts illegal transactions are 
explicitly excluded. 28  The case for this treatment can 
be defended on the grounds that illegal activity is not 
seen by society as productive, but tends rather to 
involve transfers between various elements of the popu-
lation. The balance of payments, on the other hand, is 
not confined to a production concept but is more com-
prehensive insofar as it reflects all international trans-
actions. For this reason attempts have been made, where 
possible, to reflect in it the impact of illegal transactions. 
The feasibility of measurement is, however, limited. In 
practice, apart from petty smuggling by travellers which 
is believed to be largely covered through the measures of 
international travel described later, measures have been 
confined to external lottery transactions and, for a 
period, estimated wholesale smuggling of tobacco 
products. No estimate is made of the balance of pay-
ments effects of illegal traffic in drugs, but it seems 
likely that these represent only a small proportion of 
the very large sums which may be involved domestically. 

When all the sources have been exploited and inter-
related, the balance of payments statistician analyses, 
evaluates, and, where appropriate, modifies the results 
in the light of the times and conditions at home and 
abroad, and of his own experience. At its best, the 
balance of payments is a hand-crafted product. "To 
protect yourself against overgeneralization", said Marion 
Harper Jr., "fondle enough of the building blocks so that 
your insight into the problem is personal."2 9  

The Survey System and the Organization of Records 

All statistical processes involve the maintenance of 
records of greater or lesser complexity. In general the 
degree is determined by the extent and variety of the 
inputs which are employed and of the outputs which are 
desired. In addition to data files or worksheet records, 
when direct surveys are involved, records of survey opera-
tions and respondents are required to be maintained. 

This section gives a general outline of the nature of 
the statistical records required to produce estimates of 
Canada's balance of payments and Canada's international 
investment position. It describes the processes by which 
survey respondents are identified and selected and it 
describes in very general tern-is the survey processes 

28 Natjo,l Income and Expenditure Accounts, Vol-
time 3, Catalogue 13-549 E. p.  62. 

29 What isMarion Harper Saying? Fortune, January 1961, 

which are employed. A more detailed description of thc 
surveys, including reproduction of the questionioiiics Ill 

use at the time of writing will be found in Part V 

Worksheets in respect of current quarteily esti-
mates of the balance of payments follow closely the 
structure of the published estimates and link them with 
the data sources which are employed. Those covering the 
final annual estimates are particularly complex, and 
bring together all the components employed in the  
construction of all balance of payments estimates 
regularly published in Canada, the joint IMF/OECI) 
common reporting system, and additional detail required 
for reports to tilL' Developitient AsslstaTIe ('onirnitlec ol 
the OECD. 

At the lone of writing a ompmci \\lClI  was 
being developed to handle the final asseitibly of conipo-
nents into the various outputs such as EMF and Develop-
ment Assistance Committee returns, to provide dat..i 
required for the Rest of the World sector in the financial 
flows and to load balance of payments series into 
CANSIM. 

In all, about 25 different questionnaires ate 
employed in the diref survey work of the Balance of 
Payments Division. Of these, about six collect data 1(11 

sub-annual periods. Although in practice use of the 
questionnaires involves their interrelationship in a 
variety of ways, some of which are described in Parts II 
III and IV, survey questionnaires focus primarily ott 
either balance of payments or international investment 
posit loll 1ata - 

Sonic 01 thos 	tOLUSlll 	plIllallis Oil IliC hakillce 
of payments are confmed to specitIc types of companies 
such as those engaged in transportation, or financial 
institutions such as insurance companies, trust and 
mortgage loan companies and security dealers. By fat 
the largest part of the balance of payments questionnaires 
are however, of a general character applicable in greatet 
or lesser degree to all types of companies. The intet-
national investment position questionnaires may he 
thought of as comprising two groups, those directed 
primarily to the measurement of Canada's external 
liabilities and those directed primarily to the measure-
ment of Canada's external assets. In the case of almost 
all the surveys, however, there is inevitably some spill-
over between these groups and functions. 

The surveys are organized largely around records 
of international investment primarily from those of  
Canada's external liabilities. These records extend back 
to the early 1930's. Virtually all respondents are iden-
tified by code numbers which reflect the primary clas-
sification process used in the measurement of foreign 
investment in Canada, extended where necessary for 
other purposes. Each corporate respondent, generally 
at the enterprise level, is assigned uniquely to one of 
the following six groups. 



Uroup 1 - Enterprises considered to be Canadian 
. ur1Icd in which long-term investment from abroad 

amounts to less than $10,000, and which have no 
torei2n subsidiaries. 

Group 2 - Enterprises considered to be Canadian 
cminAled in which long-term investment from abroad 
amounts to $10,000 or more. 

Group 3 - Enterprises in Canada which are con-
sidered to be controlled by residents of the United 
States, whether taking the form of subsidiaries or 
(unincorporated) branches of United States corporations 
or otherwise controlled through stock ownership by 
residents of the United States. 

Group 4 - Enterprises in Canada which are con-
sidered to be controlled by residents of the United 
Kingdom, whether taking the form of subsidiaries or 
(unincorporated) branches of United Kingdom corpo-
rations or otherwise controlled through stock ownership 
by residents of the United Kingdom. 

Group 5 - Enterprises in Canada which are con-
sijered to be controlled by residents of other countries, 
whether taking the form of subsidiaries or (unincorpo-
rated) branches of other countries' corporations or 
otherwise controlled through stock ownership by 
residents of other countries. 

Group 6 - Enterprises considered to be Canadian 
cnrlied in which long-term investment from abroad 
ailiounts to less than $10,000, but which have foreign 
subsidiaries; and non-Canadian enterprises which are 
considered to be controlled by Canadian non-corporate 
l)ersOflS. 

Groups 2 through 5 are the basic sources for 
foreign investment in Canada in Canadian enterprises 
and in unincorporated branches of non-Canadian corpo-
rations, but are also the source lists for other surveys 
such as those relating to investment abroad or to inter-
national service transactions. Enterprises in Group 1 are 
surveyed only exceptionally in the case of those having 
significant international service transactions, major inter-
national receivables or payables, or otherwise statistically 
important to particular measures. Group 6 is surveyed 
generally in respect of investments abroad, income and 
service transactions, and receivables and payables. 

Each enterprise is also classified by industry. The 
ciassilication system employed is described in Part VII. 
In addition, within Groups 2 through 5 there is a special 
classification to which are assigned a variety of companies 
whose characteristics require special treatment. These 
are described in the note on non-resident Canadian 
companies and other special situations in Part VI. 

The concept of control for the purpose of assigning 
enterprises to one group or another is in the nature of a 
statistical convention whose objective is to identify the  

source of investment in a business enterprise which is 
sufficiently concentrated to constitute control. Thus 
what is implied is potential control through ownership 
of capital rather than an actual exercise of control over 
business policy although the latter is usually present. 
Those instances where control over business policy is 
exercised by other means such as licensing, management 
contracts, marketing arrangements or franchises are not 
normally reflected in. the category. In practice the crite-
rion used is the concentration within a single country or 
area of ownership of more than 50% of the value of the 
common stock of the enterprise. (Where this condition 
does not pertain, the enterprise is normally assigned to 
Canadian control.) The strict criterion ofmajority owner-
ship of the common stock of an enterprise is modified 
to take account of a few cases in which it appears that 
the distribution is such that control may be exercised 
without majority ownership. A subsidiary of a Canadian 
company is, of course, classified to the same group as its 
parent company. 

There is one exception of a general nature. An 
investment fund whose assets comprise holdings of 
securities of a portfolio nature is classified to one of 
the Canadian-controlled groups regardless of its owner-
ship. 

The basic registers are maintained to facilitate 
mailing of appropriate schedules on a selective basis. 
Their maintenance is a time-consuming operation. In 
1974 there were some 282,000 Canadian corporations or 
branches in Canada of foreign corporations. Foreign 
capital was invested in something over 16,500 of these. 
The records of the Balance of Payments Division naturally 
include a much larger number of concerns whose owner-
ship has been explored, but in which there is currently 
no significant foreign ownership. 

While estimates of the balance of payments and 
the international investment position depend ultimately 
on records collected officially, early estimates and the 
maintenance of coverage depend heavily on the sifting 
and use of many sorts of information of varying quality. 
Some of this "intelligence" is used to update the basic 
registers. The sources examined include formal incorpo-
ration and licensing notifications published in the official 
Gazettes for Canada and the provinces; information 
derived from other Statistics Canada operations such as 
the Corporations and Labour Unions Returns Act, a 
general nature of business survey, the central registers of 
corporations and establishments, and specialised surveys; 
publications of the Bank of Canada, the Ontario Secu-
rities Commission, the Investment Dealers Association of 
Canada, the principal stock exchanges, and the Financial 
Post; the financial and daily press in Canada and abroad; 
reference services such as the Financial Post, Moody's and 
Standard and Poor's; trade publications, company reports 
and prospectuses. 

In 1976, 2,455 concerns were surveyed for the first 
time. The origins are shown below but it should he noted 



that although several sources may have identified a 
potential respondent only the primary source is credited. 
The growth of the active register was, of course, smaller 
than the figures given because some earlier respondents 
disappeared through Canadian takeovers, mergers oi 
liquidations, and because some of the concerns newly 
surveyed were not incorporated into the continuing 
active register. 

Source 	Number 	Percentage 

Canadian and provincial 
official Gazettes 	 981 	40 

	

Newspapers .......... 139 	6 
Other divisions of Statistics 

	

Canada ............ 879 	36 
References on other Bal-

ance of Payments Division 
schedules .......... 147 

Reference books ....... 107 
Other .............. 202 

Total . . . . . . . . . . . . . 	2,455 	100 

The schedules received from respondents are 
examined for indications of response error and are 
related to past records for the respondent and to any 
"intelligence" of special transactions accumulated over 
the period. Crosschecks are made for consistency and 
where necessary the data are confronted with other 
sources within Statistics Canada or further direct enqui-
ries are made to respondents. When any editing which is 
indicated as a result of these procedures has been carried 
out, the data are ready for tabulation. The processes 
which are employed vary with the nature of the survey. 
The most simple relates to such questionnaires as the 
BP-21, the report of transactions between Canada and 
other countries; or the BP-30 covering sales and purchases 
of securities between Canada and other countries; these 
are carried out by pegboard-comptometer operation and 
the original questionnaires retained as the basic record. 
For such surveys as the BP-52 covering the geographical 
distribution of the ownership of capital of Canadian 
companies the data are posted to ledger records and 
tabulated by accounting machine. The BP.59 survey of 
capital invested abroad by Canadian enterprises, which 
involves more manipulation, is compiled by more sophis-
ticated data processing methods producing a more 
extended set of cross tabulations. 

History and Organization 

This section describes some of the institutional 
history surrounding the development of official statistics 
of the balance of international payments in Canada and  

concludes with some indications of the organization anil 
!eSOUFCCS devoted 	the work. 

The Twenties and the Thirtie' 

In Lecember, 1913 the ciernhlierl cst alilisIleil .1 

Board of Inquiry to investigate the increase in the coo 
of living in Canada and the causes which had occasioned 
it. One of the Commissioners was Robert H. ('o,ii. huh 

Chief Statistician of the Department of Labour. 

At an early stage in the Board's history, l)i. (o,ui\ 

formed reservations about its approach to the problem. 
After discussing them with the Chairman and his own 
Minister, the latter authorized him to prepare a separate 
report and provided substantial assistance for the task. 
Dr. Coats' report of ovcu 1 .1 Oh ticci was ci mipk' I cut 
within about nine rnontIu 

Meanwhile, the BuuauI inclt kit ,uIituIuuuiI\ hi itet 
the opinion that war had made the cost of living a dcaui 
issue. When called for by the Prime Minister, a brie I 
report was produced which comprises the first 79 page 
of Volume I of the Board of Inquiry Into Cost of Livi'n,e 
in Canada, 1915. This, Dr. Coats refused to sign. 110 
produced his own report in manuscript, as his idea it 
what the Board report should contain. Dr. Coats wa, 
called by the Prime Minister to explain his action. I Iu 
own report was favourably received and was published 
in its entirety as Volume H. 

This firmly established Coats' reputation as a sic 
tistician, and he was called upon in 1916 to be the fil\i 
Dominion Statistician, and to organize the Dominion 
Bureau of Statistics. This he diii. nid the Iliiieaui 0111 

menced its work in 191 t 

Coats' report engendered a great deal of lruteieO 
on the part of academic economists. Among them wr  
Professor F.W. Taussig of Harvard who was greatly ii 
terested by the chapter dealing with the balance 
payments. At a meeting of the American Statisti,H 
Association in Boston, he mentioned to Coats a briglui 
young Canadian student named Viner, who was lookiri 
for a Ph.D. project and who would be suitable to work 
in this largely undeveloped field. The result was Jaciitu 
Viner's well-known book on the Canadian balance it 
payments 30  which Coats later reviewed for the Journal 
of the ASA. 

The first rough estimates of the invisuile I 	ii 
the balance of payments made by Coats 3  were 	ii.' 
and amplified in Viner's work. Professor Frank A. Kuu\ 

30 Jacob Viner. Canada s Balance of International li 	1 
edness, 1900-1913. An Inductive Study in the Theory of Iii 
national Trade. Harvard University Press. Cambridge, 1924 

31 Report of the Board of Inquiry into ('osi 	/ u 
Ottawa, King's Printer, 1915. Volume II, pp.  889-907. 



llowed Viner and published estimates covering the 
period 1900.34. 32  

The Bureau's work relating to the balance of 
payments started in the 1920's. Academic econo-
eiists making preliminary studies in the field in the 
iiinmer months included Professor Kenneth W. Taylor 

McMaster University, and later Professor Frank A. 
Knox of Queen's University, J.F. Parkinson of the Uni-
ersity of Toronto and J.M. MacDonald. (Another out-
ianding example of academic assistance in the Bureau 

in the summer months was that provided by the late 
1)r. W.C. Clark. who worked on the commodity classifi- 

- 

Ijiternal Trade Branch of the Bureau developeu other 
ispects. The variegated pattern of activities of his Branch 
iay appear curious, embracing as it did the balance of 

payments, prices, retail and wholesale trade, and the 
ensus of merchandising and services. Dr. Coats made it 
tear that the Branch as developed under Marshall was 

iicsigned to take up and develop what he regarded as 
najor gaps in statistics revealed in his work on the Cost 

of Living which had drawn attention, among other 
things, to the many elements in the balance of payments 
including capital movements and the tourist trade and 
he importance of these in the Canadian economy. 

\cordingly in 1926 the Branch commenced to 
Ia, foundations for a comprehensive collection of 
actual data on items for which no recorded information 

had previously existed. At the start it gave special atten-
tion to foreign investments in Canada and Canadian 
investments abroad because these were of basic impor-
tance both in the understanding of the balance of pay-
nets anJ iii tie eeoiioiiiic hevelopmcnt 1 the coot rv. 

l)nutal estimates ot the balance of pavoteits by 
the Dominion Bureau of Statistics first made their 
appearance with the publication in 1928 of a report 
covermg the years 1920-26. Initially only the visible 
trade items could lay any claim to reliability, other 
estimates being based on generally sketchy data. But 
while the results could be no more than suggestive, 
hey provided a framework for improvement and exten-

sion. In subsequent publications, however, the year 1926 
was regarded as the first covered by official estimates. 

The road from 1914 had been a long one. 

32 Frank A. Knox. Canadian Capital Movements and the 
Canadian Balance of International Payments, 1900- 1934. 
I xcursus in Herbert Marshall, Frank A. Southard and Kenneth W. 
laylor. Canadian - American Industry. A Study in International 

Investment. New Haven, Yale University Press. Toronto, Ryer-
son Press, 1936, and New York, Russell & Russell, 1970. Also 
Frank A. Knox, Dominion Monetary Policy 1929- 1934. A Re-
port Prepared for the Royal Commission on Dominion-Provincial 
Relations, Ottawa, mimeographed, 1939.  

"I am afraid I cannot help you in the matter of 
the Invisible Trade Balance. The calculation which 
I made in 1914 was part of a general economic 
survey and the period under review was, of course, 
a good deal more stable than subsequent years. We 
hope within the next year to assemble materials 
that will enable us to interpret the meaning of our 
trade balances from year to year in future, but 
until we do this we are frankly not in a position to 
make an official estimate of the nature you would 
require." 

R.H. Coats, 22 January 1923. 

had planned to make a thorough analysis of 
the trade balances of Canada for the discovery of 
invisible items during the past Autumn and to 
incorporate the results in the current issue of the 
Canada Year Book, but the pressure on our staff 
has been so great from general sources that we have 
had to postpone the job for another year." 

R.H. Coats, 24 December 1924. 

"Several years ago I worked out the Canadian 
trade balance for the period 1900- 13. The results 
were published in the Cost of Living Report of 
1915, Volume II, p.  889. Since then there has 
been no similar investigation made in Canada, 
although we have been planning to do it from year 
to year ever since in the Bureau for publication in 
the Canada Year Book. I quite intend to have it 
done for the past three or four years." 

Ri 1. (its 	2 .Iaruav I °. 

"We are going into the matter of the Canadian 
trade balance shortly when I will write you in con-
nection with this item." 

R.H. Coats, 5 February 1925. 

"We have no statistics in Canada for the invisible 
items of the trade balance, though this Bureau is at 
present engaged in an investigation of the matter." 

R.H. Coats, 5 March 1925. 

"1 have been endeavouring for some time to have 
an annual investigation made into the invisible 
items of our trade balance, but it requires skilful 
handling, as you know, and I have been unable to 
get the necessary time. Until recently moreover, 
we were without detailed information on the gold 



movement. However, we have the preliminary data 
assembled and I shall try to get forward with it 
during the next two months and advise you of the 
result." 

When supplying information with respect to invim 
bles to the Honourable H.H. Stevens, Minister of Tiik 
and Commerce on August 12, 1932, Coats added: 

R.H. Coats, 15 August 1925 

"I am at the present moment engaged in making a 
study of the kind you mentioned (invisible factors 
in Canada's trade), but doubt that it will be com-
pleted within two or three months time, as I am 
going into the matter rather fully and unfortunately 
am subject to interruptions." 

R.H. Coats, 10 December 1925. 

'We are at the present time working on an analysis 
of the Canadian trade balance, and have several 
special enquiries under way with regard to annual 
'invisible' items. I regret, however, that this study 
is not sufficiently advanced to enable us to make 
any statement with regard to the results." 

R.H. Coats, 8 June 1926. 

"I have your letter of the 17th but am sorry to say 
that I cannot help you out. The analysis of the 
annual balance for the so-called 'invisible items', 
most of which you enumerate, is a problem we 
have had for some time, but have never been able 
to complete. I am in hopes that within the next 
year, we may institute a plan whereby statistics of 
this kind will be issued annually." 

R.H. Coats, 20 January 1927 

"In reply to your letter of February 18 I do not 
know of any calculation of invisible items of our 
balance of trade later than the one that was made 
by myself up to 1914. 

"This subject was done over again and improved in 
a volume by Jacob Viner... 

R.H. Coats, 22 February 1927. 

"We have made several attempts to make our 
study 'balance', but to date the discrepancies are 
too great to warrant publication of the figures. We 
are still looking for possible sources of error and 
hope to be able to issue something before the end 
of the year." 

RH. Coats, 26 Octoher 1927 

"I should like to take advantage of this opportunits 
to point out that we are carrying out our study ot 
international payments and capital movements 
under a considerable handicap . . . Mr. Marshall ha 
been doing this work assisted by a routine cletk 
and with very occasional assistance from a univci - 
sity man for a month or two in the summer. In 
view of the fact that Mr. Marshall hasa large branch 
in his charge, which includes such important woik 
as that of prices and the census of merchandising. 
it is practically impossible for him to devote a 
much time to the study of international payment 
as the subject warrants. The work needs to be 
extended. In particular more comprehensive 
records of capital and interest movements should 
be inaugurated. We badly need another trained 
man working under \I' \larsh:i'l in ilii \ectiin 
the Bureau's activitie' 

In 1934 Mr. C.D. BLtn oulcU the liiiciiial I idc 
Branch to carry out research in the field of balance of 
payments and investments and to assist in the organi-
zation of Canadian statistics in the field. The stall 
devoted to this work increased from two, with additional 
seasonal help, in 1930 to about 14 by 1936. Much of it 
was recruited from the 1931 Census staff. Two of the 
major current invisibles - freight and interest and divi-
dends - were developed to a degree of accuracy adequate 
for ordinary purposes and three of the more important 
early gaps were effectively filled - trade in outstanding 
securities, capital movements between branch plants and 
their parent companies, and insurance companies' trans-
actions. Thus by 1939 only travel among the major items 
remained to be placed on a relatively reliable basis along 
with some relatively unimportant invisible items for 
which there was no satisfactory basis for estimation 
under prewar conditicni-. 

The status of balance 	pa 11cii1 LstIIil:tte\ and 
the details of the methods employed just before the 
beginning of the war were fully described in The Cana-
dian Balance of International Payments, a Study of 
Methods and Results, published in 1939. Briefly, by that 
time the annual balance of payments estimates had 
shifted from a somewhat academic exercise to a vital 
tool in the shaping of policy. While some series were 
still far from perfect there existed both a well-developed 
and fairly reliable record of the past and well tested 
machinery for gathering information and calculating most 
of the important items. Along with data on current trans-
actions the Bureau had built up detailed and accurate 
records of foreign investments in Canada and Canadian 
investments abroad. This, too. pioved lo be invaluable as 
need for neater lecisionaise 



[he Forties 	 decade work in the area of the balance of payments 
tended to be dominated by unusual day-to-day needs. 

The outbreak of war in 1939 introduced an entirely 
riw set of circumstances. 3 3 The significance of the bal-
:titce of payments for public policy was greatly enlarged. 
The anticipated shortage of United States dollars led to 
he introduction on September 16, 1939, of foreign 
xchange control. Immediately the suggestion was put 

I orward that there would be great advantages to the 
york both of the new Foreign Exchange Control Board 
FFCffl and of the Bureau, if an increasingly close 

I i 	developed between the two agencies. 

esult of the new wartime requirements for 
Iltormation it had become necessary to co-ordinate 
:Iosely all government activities in the field. The Depart-
nent of Finance was the official link with the British 
nd United States Treasuries, and since the matters 
oncerned had important bearings upon budgetary and 
ther financial policy a primary responsibility for the 

.nformation rested with that Department. At the same 
me the detailed sources of information employed in 

:oristructing balance of payments statements originated 
mainly in other agencies such as the Bureau and the new 
I1)reign Exchange Control Board. The latter organi-
'ation produced as a by-product much information 
.¼hich had formerly been collected directly from the 
public by the Dominion Bureau of Statistics or from 

c)ndary sources. It also provided new insights into 
.asofactivity. 

IC extent of information required was also 
wgcd by the war. Whereas formerly balance of pay -

nents statements were compiled on an annual basis, 
there was now need for quarterly statements in order to 
Leep abreast of the rapidly changing background. While 
the construction of estimates of the balance of payments 
was a major objective, the need for observing inter-
i;ilional transactions did not stop with the preparation 

tatements of past performance. 

The inconvertibility ofsterling necessitated separate 
stimates and forecasts for both the dollar and the ster-

hog areas. Rapidly diminishing dollar reserves forced a 
much more careful appraisal of current and prospective 
balance of payments developments than in the past. The 
I lyde Park Arrangements required Canada to furnish the 
United States Treasury with quarterly data and forecasts, 

year ahead, for the sterling and United States dollar 
balances of payments. Later, development of measures 
of Gross National Product created data needs for other 
than foreign exchange considerations. It is scarcely 
necessary to add that under wartime conditions the 
Iriancing of the sterling area deficit and, as it turned out, 
he financing of large accumulations of dollar reserves 

made the balance of payments an important element in 
the government's budgetary forecasts. For almost a 

33 See George S. Watts. "The Bank of Canada during the 
is Ycary'' Th7,'k if  ('iala Riii. .1 jiril 10 '$ 

Preparation of statistical data related to the Cana-
dian balance of payments and Canada's international 
investment position was the continuing responsibility of 
the Dominion Bureau of Statistics, but necessitated close 
liaison with the FECB and other government agencies 
which were directly concerned with the international 
financial relations of Canada, or which provided infor-
mation from other administrative activities required in 
the construction of balance of payments estimates. 
When exchange control was introduced, the FECB 
established its own Statistics and Research Section to 
which the Bureau made available a number of employees 
trained in this field. While the Bureau's staff in the 
balance of payments field and the Board's Statistics and 
Research Section maintained quite distinct existences 
(indeed their functions were in many respects quite dif-
ferent) there was maintained at all times the closest 
liaison between the two. From the start the Bureau had 
access to the Board's records with mutually beneficial 
results. Shortly after the establishment of exchange 
control Mr. Blyth, the Bureau's senior balance of pay-
ments expert (who became first chief of the Balance of 
Payments Section when it was established) was given 
office accommodation at the Board and spent most of 
his time there. From the beginning of 1945 until the 
termination of control in 1951 he served as Acting 
Chief of its Statistics and Research Section while in 
addition continuing to have the responsibilities attached 
to the duties of the International Payments Branch at 
DBS. 

Partly fortuitously and partly by design, therefore, 
balance of payments activities - records and forecasts - 
enjoyed a high degree of centralization of the available 
sources of information. At the same time the relation-
ships between those concerned were very flexible, due 
in part to the fact that most of them had been accus-
tomed to working together and exchanging views on 
related subjects since before the war. This resulted in 
easy adaptation to changing circumstances and to con-
tinuity in development. 

It is a common misconception that foreign ex-
change control and the resulting coding and classification 
of payments and receipts means that the balance of 
payments in precise form emerges automatically. In 
Canada, at least, this was not the case. 

This is not the place for a comprehensive discussion 
of the use of exchange control documentation as a statis-
tical source. It may suffice to record that the essential 
feature of the control was that all international trans-
actions were subject to control, and all documentation 
related to the approval or reporting of transactions was 
examined. The statistical compilations which resulted 
had as their primary purpose the meeting of adminis-
trative needs. They were, however, also extended and 



adapted so as to become an important source in the 
Construction of balance of payments estimates. The 
extent to which they could be employed for this purpose 
varied. Generally speaking, they could be used more 
completely for the measurement of capital movements 
than for the current account. The extent to which sales 
and purchases of exchange covered net settlements for 
current transactions, and the great variety of charges 
associated with commercial trade weakened the useful-
ness of the data when the objective was the measurement 
of gross international exchanges of goods and services 
rather than actual foreign exchange transfers. The variety 
of channels of payments which were continually chang-
ing, and the use of "sundry" classifications to cover 
transactions below specific limits also affected the use-
fulness of the data for measuring some current trans-
actions, for example, international travel. Growing needs 
for estimates of transactions with individual countries or 
areas made it necessary to employ foreign trade statistics 
on commodity movements for many balance of payments 
purposes. Nevertheless, even where they could not be 
used directly the analyses of exchange transfers provided 
useful supplementary information sharpening up some 
items and revealing the importance of others not pre-
viously ascertainable, and they threw light on leads and 
lags and other short-term changes in private positions. 

At the same time the practice of frequently review-
ing Canada's balance of payments (prior to the formal 
introduction and publication of quarterly statements) 
made it necessary to adopt various types of methods and 
sources in order to prepare estimates at short notice. 
Every available source was, therefore, used in con-
structing interim statements as well as more definitive 
annual statements. Because of the variety of channels 
used and the changes which took place in them, the 
employment of data from exchange sources for measuring 
international transactions required constant vigilance. 

For forecasting, the careful analysis of exchange 
control records permitted a considerably more up-to-
date record of developments than would otherwise have 
been the case; it was possible, for example, even in the 
1940's to prepare tolerable estimates of balance of pay-
ments transactions within about six weeks after the end 
of a year or quarter. And with the coding system em-
ployed by the Statistics and Research Section major 
changes in the reserve position could be explained within 
a very few days and the information applied to the revi-
sion of projections. 

The first attempts at balance of payments fore-
casting had commenced in the Bank of Canada in 1937 
but they were of rather a rudimentary nature. The first 
formal Canadian balance of payments forecasts (those 
mentioned previously that were prepared for the United 
States Treasury) and a few earlier ad hoc estimates were 
prepared by committees representing interested depart-
ments. For a time the forecasts were assembled and 
prepared by an expert in balance of payments within the 
Department of Finance which was, of course, rcsponsthlc  

for their submission. He was dependent on the establislie 
sources for his information and in practice became chair 
man of a small committee of experts in the field frurir 
the Dominion Bureau of Statistics, Foreign Exchan 
Control Board, Department of Finance and Bank ri 
Canada, with occasional representation from the Depari - 
ments of Munitions and Supply and National Defeiir.' 
When he left in 1944 an informal interdepartmenir 
balance of payments committee was set up represent i 
the above-mentioned bodies with Mr. Blyth serving 
chairman. Forecasting was not a traditional role for tlr 

Bureau, and with the growth of the public service ani 
the general fragmentation which acconipariicd it tins 
apparatus ceased to exist during the 1950's. 

Forecasting as such during this period did not 
require any large or additional staff, but the process was 
directly dependent on the existence of an extensisc 
body of records. The staff in the Bureau's Internation.ni 
Payments Section at the end of the war consisted ri 
about eight persons on general work plus a group rangiirr!, 
up to 35 at peak periods employed in coding and an.'-
lysing the returns on international travel. The corr 
sponding staff at the Foreign Exchange Control Boar: 
numbered a dozen or rr consistine mainly of coders 
statistical clerks. 

While full ri rot ice was 	kern of thk ,  ,rJvnr L I 

industry, trade, and oilier experts in specialized field'.. 
final estimates could differ considerably from llI' 
aggregate of individual estimates received. The reason'. 
for this are numerous. Specialized knowledge has its 
disadvantages as well as its advantages and concentratir In 
upon particular subjects may result in failure to fit then 
into the total picture. Moreover, it was difficult to obtain 
estimates from a variety of sources which were in bar 
mony with the basic assumptions of the forecast I' 
which the forecasters had to be responsible. In oth-
words unless, for example, estimates of exports were 
recast according to a perception of levels of activity aini 
demand abroad they could lack homogeneity in the fin I 
product. This meant that those engaged in forecasili: 
required both a working knowledge of the main conrr 
modities and their markets, and ability to assess the no\ 
of judgements involved. While it is arguable that thc 
was (langer in altering the estimates of experts who wec 
certainly better informed than any small group coull 
hope to be, experience demonstrated that an overrL 
pruning and harmonizing of individual estimates we'. 
better than a mere aggregation of individual calculation 
however skilfully and carefully prepared. In any even I, 

to have confidence in their results the forecasters require 
sufficient kno'vledgc Of OW errinrornirenil'. hr rlefrrrI tlL'rr: 
intelligently if need he. 

Forecasts of iirprMs o:eerrteJ r r:rrdr 
plicated problem than exports. Apart I roni a Ielativei\ 
few bulk staples, imports consisted of innumerable itenrs 
largely manufactured, the demand for which it was quite 
impossible to estimate individually. At the time there 
was no valid historical basis for calculating the level 



imports under conditions of high incomes and freely 
ivailable supplies. Moreover, the flow of imports from 
lie largest source - the United States - was largely a 
unction of supply governed by reconversion to a peace-
me economy, strikes, and the operations of different 

eovernment agencies; from other countries the unpre-
Wctable allocation of scarce supplies was important. In 
the early postwar period the procedure was simply to 
take what specialized knowledge was available (and it 
was comparatively small) and to project the latest avail-
ible quarter, after having studied the effects on it of 
Jtanges in quantity or price, and finally for the longer 
on to make allowance for the intensity of local demand, 

price prospects, restocking of capital goods and the return 
f standard peacetime products. However, in the circum-
lances the results could not be much better than guesses. 
Ihe forecasting of imports, particularly from the United 
'tates. was unquestionably the weakest link in the 
clHI,iT: at the time. 

Sillilar approaches were taken in the forecasting 
outer items of the current account. Forecasts of the 

capital account were made only occasionally in response 
to specific needs and were, on the whole, not very 
satisfactory. 

In the late 1940's the need was recognized for 
urther senior professional resources. A position was 

established for the co-ordination and analysis of statis-
tical information used for balance of payments purposes. 
The principal responsibility was the close observation 
and study of all of Canada's international and commer-
ial transactions. It was noted that while a primary 
bjective was the measurement of their extent, the neces-

sity of understanding the interrelationships between 
these transactions, and the internal and external factors 
influencing them, required the planning and executing of 
independent investigations of a research nature and close 
liaison with other government organizations. It was ajob, 
tue staffing request noted, where the right man would be 
more important than an abstract list of qualifications. 
l)r. A.E. Safarian was recruited. 

The Fifties On 

Flie growing responsibility of the government to 
pi(%tdc statistical information to international organi-
tations led to additional statistical demands. At times 
considerable work was done to meet requests, particularly 
ibm the International Monetary Fund, the Organisation 

r Economic Co-operation and Development, and the 
I Inited Nations. In the later years these needs were co-
rdinated to a growing extent with the regular program 

of the unit, although they continued to represent a 
significant resource cost. 

The administrative by-products of exchange con-
toil which had become firmly embedded in the statistical 
structure ceased to be available with the termination of  

control in December 1951. As a result it became neces-
sary to develop new techniques to cover transactions 
which were previously estimated from the analysis of 
exchange transactions. Surveys which had become dor-
mant during the early years of the war, as well as those 
which had been maintained, were reviewed and extended 
in the light of the new knowledge which had been 
acquired, and where gaps remained new sources were 
developed as quickly as possible. 

In August 1952 the International Trade Division 
comprised a total staff of 131, including 10 positions 
involved in balance of payments work; 22, including 
10 part time, in international travel, and 97 in external 
trade and trade analysis. 

Although quarterly estimates of the Canadian 
balance of payments had been constructed for official 
use since the war years, it was not until August 1953 
that they were sufficiently developed to warrant regular 
publication. At that time estimates of the current 
account from the beginning of 1946 and of the capital 
account from the beginning of 1950 were published. The 
continuing production of quarterly data on a regular and 
timely basis, with increasing amounts of detail, became 
from this time the highest priority of the unit. 

A decade later the work received some notoriety 
from the Glassco Commission 34  when selected as typical 
of an entire statistical process under the guidance of 
only one or two professionals, with no juniors or under -
studies capable of being trained to senior posts or able to 
keep the process going in an emergency: 

"The compilation of the statistics of Canada's bal-
ance of international payments is a good example. 
The compilation of this very important set of sta-
tistics involves a high degree of skill and knowledge 
which is specific to this particular area. The process 
cannot be reduced to routine and it is not possible 
for a statistician working in another area quickly 
to master the complexities. At present these statis-
tics are of high quality and are produced with 
reasonable speed. The resulting impression is one 
of stability, but the organization is actually on a 
tenuous foundation. If one particular person 
should die, fall seriously ill, or suddenly resign, the 
balance of payments statistics would be delayed and 
the quality seriously impaired for some months. If 
two people were to leave simultaneously the pro-
cess might even have to be suspended temporarily, 
and it might be years before the former quality was 
restored. This condition, present also in other 
divisions, is not satisfactory; the danger of serious 
interruptions of important statistical processes is 
too great. 

34 The Royal Commission on Government Organization. 
Supporting Services for Government. Report 12. Economic and 
Statistical Services. Queen's Printer, Ottawa. 1963. 



"One argument commonly advanced against cen-
tralization is that statisticians of a centralized 
agency are not in sufficiently close touch with the 
work of the departments using the statistics. This 
difficulty can be overcome only by providing, 
within the Bureau, a number of subject-specialists 
sufficient to study and understand the research, 
policy and administrative problems of the various 
users. In addition, the Bureau should be adequately 
staffed to provide specialist technical advice to 
departments and agencies grappling with complex 
statistical problems. The professional statistical 
staff will have to be expanded to till these needs." 

It is perhaps significant that it was in this period 
that the program of annual publications on the balance 
of payments lapsed temporarily, to be fully caught up 
only with the report for 1971. 

The work of the Balance of Payments unit from 
the 1950's on need not be described in detail here. It 
appears throughout this volume. The period saw a num. 
ber of interesting developments in the understanding of 
which statistics played an important role. It is sufficient 
to perhaps list the introduction of the floating rate for 
the Canadian dollar in 1950, the termination of exchange 
control in 1951, the development of an effective short-
term money market, the re-establishment of a fixed rate 
in 1962, the exchange crisis of 1962, the introduction of 
the United States Interest Equalization Tax in 1963, the 
great growth of the Eurobond and Eurocurrency markets, 
the United States guideline measures to alleviate their 
balance of payments pressures, the Canadian exchange 
crisis of 1968, the gold rush, the float of the Canadian 
dollar in 1970, the August 1971 New Economic Policy 
of the United States, massive international exchange 
dislocations, the energy crisis, and worldwide inflation 
of more recent years. The statistics, and the perceptions 
of them, have played a part in the bilateral consideration 
of balance of payments between Canada and the United 
States with respect to the interest equalization tax, 
reserve targets, the automotive agreement and other 
trading arrangements. Some of these matters are described 
in the course of this volume. Others are covered in the 
contemporary reports. 

Organizationally over the years balance of pay-
ments work has found a variety of homes within the 
Bureau. As noted it was initially little more than a specific 
interest of the first Dominion Statistician. It was devel-
oped under the Internal Trade Branch and later was one 
of the parts of the International Trade Division, which 
was formed with the Chief of the Balance of Payments 
Section also serving as Director of the Division whose 
responsibilities additionally embraced trade statistics. 

In 1962 the section became a part of the National 
Accounts and Balance of Payments Division which was  

the nucleus for the Economic Accounts Branch est 
lished in 1967. Currently the Balance of Payment. 
Division is part of the System of National Account 
(Current) Branch. In the 35 vears since it was h 
established as a cp 	tic liii! 1 c I 14 	 Ii p. I 	ii'.11 

have been its het 4. 

International tiavel has been closePs associt 
with the balance of payments since its early days at 
was for many years a 	ih-1nit f)irjt 	ihc 11(1)... 

became a separate secti( , : i. 

The Balance of I, Mci. 	) ic Ii  c.t 
Canada as organized in mid-1976 was made up of titi 
output-oriented sections and other units of operatini. 
staff. 

It would be well, however, at the outset to empi: 
size that the balance of payments must be seen as xi 
integrated whole and that the sources are highly inic 
related. For this reason an eniphasison the organizatieu.1 
frame may suggest a degree of compartmentalizati 
which does not exist. In fact there has been a consci1. 
attempt over the years to maintain a degree of fluidit 
within the organization in order to exploit the resourc\ 
effectively to ensure consistency of the estimates and 
provide, insofar as is possible, a widenir: ccrccttili It 

the total product on the part of all staft. 

The Current Account Section 	Ilils ccinprcc 
two professionals and three support staff. The group 
responsible for the construction of estimates of 4] 
elements of the current account except investmei 
income (which can more effectively be produced ii 
close association with construction of estimates (t 
Canada's international investment position). Part I 
dealing with the current account gives an indication of 
the functions carried out by this group. In brief it 
dependent upon four major groups of inputs. Merchat-
dise trade comes largely from the External Trade Divisic 
of Statistics Canada, although as will be noted, a clnc 
review of the material is required to ensure that lii: 
figures are appropriately adjusted for balance of pa\ - 
ments use. A second major input is the travel account. 
which is produced by the International Travel Section I 

the Financial Flows and Multinational Enteiprises Dvi 

sion; these figures are produced under concepts consi 
tent with their use in the balance of payments and no 
adjustment is required. A third major input comes froit 
the surveys (largely carried out by the Internationil 
Investment Position Section described below), of whiL 4 
greater detail is provided in Part V. A part of the survc 
editing and evaluation with respect to current accoui 
items is carried out within the Current Account Sectin.. 
and totals of them are estimated by it on the basis of thc 

survey results and other indicators. Finally, as will ic 

seen, there is a group of items in the current account 
which do not involve intensive survey operations but arc 

estimated on the basis of a va r 'Mi... 

from the precise to the nebulou 



The Capital Account Section - This comprises 
rh rce pi ofessionals and a support staff of five. Using 
survey results and other sources, including administrative 
records of other departments and agencies, it is respon-
-dble for estimates of all the series covering capital flows 
md reserve movements. Extended descriptions 'he 
, , ~ urces and methods employed will be found in Part 11. 

I lie International Investment Position Section - 
;in three professionals and one senior technician of 

Lquivalent standing supported by a staff of 14. It is 
i esponsible for the construction of estimates of Canada's 
international investment position as described in Part IV, 
or the estimation quarterly of investment income trans-

:tctions, and for a variety of analytic measures including 
1iose of foreign ownership and control of long-term 
capital employed in Canada. The Section produces the 
reports on Canada's international investment position. A 
major part of its resources is directed to the maintenance, 
cditing and processing of the principal surveys described 
in Part V, providing important inputs from them to the 

thcr output-oriented sections. 

Other operational functions - Other operational 
ti in cii oils include systems research, bjlateral reconcilia-
ions (described in Part VI), each of which absorb one 
professional, and a mailing indexes and publications 
lint co:iin'ising a staff of seven. 

\Vitli the addition of its Director and secretaries, 
the staff employed in early 1975 totalled 51 persons 
including about four persons provided for temporary 
development projects. Most of the increase from 42 
persons i n l7 	was ncLsWltLl hr. 'ipit 'lrrVH'  

in the volume and complexity of transactions. In mid. 
1975 the staff totalled 41. 

Expenditures in the fiscal year 1975-76 were of 
the order of $770,000 comprising $655,000 of personnel 
costs, $60,000 of other direct costs and $55,000 of 
indirect costs (mainly data processing and programming, 
field services and pooled typing services). 

Overall, the Balance of Payments Division measured 
transactions aggregating about $130 billion in 1974 and 
external assets and liabilities of the order of a further 
$100 billion. Almost $70 billion of the current trans-
actions were derived from the External Trade Division 
and the International Travel Section. The total also 
includes a significant volume of banking transactions, 
which as noted in Part III, are obtained from the Inspec-
tor General of Banks and the Bank of Canada under 
arrangements to rationalize the collection and distribu-
tion of banking statistics. 

The International Travel Section had a total staff 
of 28 made up of four professionals and 24 support staff. 
Its expenditures for 1975-76 totalled about $425,000 
made up of about $275,000 of personnel costs, $50,000 
of other direct costs and $100,000 of indirect costs. The 
variation in the distribution of costs between this Section 
and the Balance of Payments Division reflects the dif -
ferent nature of their operations. 

To round out the picture it may be recorded that 
the External Trade Division, which is, of course, respon-
sible for a massive amount of commodity and country 
detail, involved a total staff of about 275 and expen- 
titores rI ll 	\irlateiv S4400.000 in 1 0 7 	76 



PART II 

THE CURRENT ACCOUNT 

Series in the Standard Balance of Payments Presentation 	 I 
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Introduction 

This part deals with current account items in the 
standard balance of payments presentation. It is fol-
lowed by Part III dealing with items in the capital 
account and Part IV dealing with statistics of the inter-
national investment position. 

The material with respect to each item is presented, 
insofar as is possible, in a standard format: 

Title 
Code 
Concept 
Description 
Sources and Methods 
Evaluation 
Linkages and Relationships 
Series Availability 
Supplementazy Data 
Related Data. 

In the descriptions of sources and methods the 
emphasis is on those currently in use. Some attempt is 
made to indicate in a general way the basis upon which 
earlier estimates were made. No attempt is, however, 
made to cover systematically earlier methodology (Or 
descriptions) for which the reader must depend upon 
the contemporary publications. Even in the case of 
current estimates it is not possible in a volume of this 
nature to set out the complete methodology or to pro-
vide sufficient information to permit users to replicate 
the estimates even were they to have full access to 
survey results. 

To do so would involve the inclusion ut a totalls 
unmanageable amount of detail and the discussion of 
many individual Situations which would be precluded 
by the confidentiality provisions of the Statistics Act 
The approach taken is to present a highly compressed 
summary view of the construction of the estimates 
the skeleton so to speak - with, from time to time, a 
digression to provide some flavour of the sort of work 
involved. 

It is probably useful to record here that the statis-
tical methodology has had to take account of the ease. 
speed and economy with which data could be derived. 
Thus, while the statistical frame itself is a conceptual 
product, the process by which it is filled is in contrast 
often institutional or administrative. As a result, in the 
course of constructing publishable aggregates there mas 
at times be developed series of an indicative nature 
which may validly be used in the process but which by 
themselves must often be so hedged with caveats as to 
represent only a tantalizing iii rel of litt ft use to ilic 
seeker of a discrete sub-series. 

The term relationships covers I hose wit Ii ot het 
parts of the System of National Accounts, such as the 
National Income and Expenditure Accounts and the 
Financial Flow Accounts, and with international stati - 
dards and returns, such as those of the lnternationif 
Monetary Fund (IMF) and the Organisation for Eco-
nomic Co-operation and Development (OECD). Rela 
tionships to other published statistical series are dc 
scribed as related da Ta 

Merchandise Exports and Imports 

Codes - Al Merchandise exports (balance of payments 
basis) 

Bi Merchandise imports (balance of payments 
basis) 

Concept 

Fundamentally, these series cover transactions 
involving a change of ownership of movable goods 
between residents and non-residents of Canada. 

Description 

Merchandise trade is the largest single element 
entering into the Canadian balance of international 
payments. Changes in it may be rapid, and are fre-
quently of decisive importance in the current account. 

Trade statistics are generally the oldest set of 
continuous time series available anywhere. In Canada 
they date from 1869 altluieh h:lueutal\ data e\ist 
for much earlier periods 1  

The primary CanadLul sttis icu series in expol Is 

and imports are produced in the External Trade Division 
of Statistics Canada. Well over 2 million export docii-
ments were involved in 1974, while import documents 
numbered about 7 million. Exports and imports ate 
cross-classifIed to some 1,200 and 2,700 commodity 
classes respectively, and to more than 140 countries 
Some millions of additional documents recordine 
duty-free imports of Canadian resident travellers abroad 
are not now processed for statistical purposes. The 
statistics are published in great detail in the series of 
Trade of Canada reports listed at the end of this section 

1 K.W. Taylor. Statistical Contributi i'  
Economic History. MacMillan. Toronto, 1931. 



Adjustments to the monthly totals are normally neces-
sary to make them suitable for use in the balance of 
payments. A description of these adjustments is provided 
later, but it may be helpful at the start to describe 
briefly the characteristics of the basic source series. 

Sources and Methods 

Sources of Trade of Canada data - The basic 
sources of Trade of Canada series are, with a few excep-
tions, the export and import documents collected by 
Revenue Canada, Customs. Totals for low value ship-
ments to and from the United States have been esti-
mated on the basis of samples of documents since 1969 
in the case of imports, and 1975 in the case of exports. 
At the time of writing samples of 10% for imports and 
20% for exports are used for shipments of less than 
s2,500. 

Electricity exports have been reported since 
January 1960 by exporting firms through the National 
Loergy Board; imports have been reported since January 
1963 directly by importing enterprises to Statistics 
Canada. Crude petroleum and natural gas exported by 
pipeline companies have been reported directly by them 
to Statistics Canada since January 1964. Records of 
exports to and imports from the United States of motor 
vehicles have been supplied since 1970 directly by the 
major manufacturers. 

Timing - Generally, the statistics for any calendar 
period include goods declared on export or import 
entries received at Statistics Canada up to the last 
working day of the period. There may be a lapse of up 
to a week in the receipt of documents from outlying 
customs ports, and the receipt of entries for major 
customs ports normally requires two or three days. 
Exports to and imports from the United States of 
motor vehicles cover the period from the 26th of one 
month to the 25th of the following month. Trade in 
electricity and exports by pipeline of petroleum and 
natural gas for a given month are included in the statis-
tics for the following month because of reporting time 
Ia:s. 

Coverage - Certain commodity movements which 
either have no international commercial or financial 
implications or are better considered as non-merchandise 
transactions in the statistics of Canada's balance of 
international payments are excluded from the trade 
totals regularly published on a customs basis, but are 
shown as a supplementary group of "Special Transac-
tions - Non-trade" in Trade of Canada publications. 
These are: 

current coin; 
settlers' effects; 
private donations, gifts and bequests;  

- identifiable exports of tourist purchases; 
- goods exported to Canadian diplomatic represen-

tatives or Canadian armed forces stationed abroad, 
or by foreign diplomatic representatives or foreign 
armed forces returning home after posting in 
Canada; 

- goods imported for foreign diplomatic representa-
tives or for allied armed forces stationed in Canada, 
or brought back by Canadians returning from 
postings abroad; 

- temporary exports or imports for exhibition or 
competition, including films for processing abroad; 

- until the end of 1973 imports of tourist purchases 
exempt from duty, and declared in writing; 

- until the end of 1975, gold and gold products where 
Z)  the value of the gold content was 80% or more of 

C. the total value (with minor exceptions). ' 

Not reflected anywhere in the basic rde statistics 
re bunker supplies and ships' stores sold to foreign 

fressels or aircraft in Canada or purchased abroad by 
lCanadian vessels or aircraft, 2  temporary exports (other 
than contractors' equipment) and temporary imports 
(other than for exhibition or competition, or films for 
processing abroad), and goods merely moving in transit 
through Canadian territory. Also omitted from the basic 
trade series are ships of British construction and registry 
imported for use in Canada, as well as ships, and (until 
1966) aircraft, purchased abroad for use as international 
carriers but not used to carry goods between points in 
Canada. Other goods crossing the customs frontier 
without change of ownership, as exemplified by goods 
exported or imported on a lease or rental basis, are also 
excluded from trade statistics. The Canadian practice 
with respect to the processing and repair trade follows 
United Nations recommendations, in that goods imported 
or exported for processing are recorded at full value, 
while only the value of repair work is taken into account 
with respect to imports or exports of goods for repair. 

Import statistics include goods which are entered 
into customs warehouses, as well as goods which are 
cleared by customs on arrival in Canada, following the 
"general" system of recording trade statistics. 

Export statistics include goods withdrawn and 
exported from customs bonded warehouses. 

Geographic classifications - Exports are classified 
to the country to which they are consigned at the time 
the goods leave Canada, i.e., to the furthest known 
destination. Imports are generally classified to the 
country from which the goods were first consigned 

2 These are covered in balance of payments series for 
freight and shipping or, in the case of aircraft and military vessels, 
for government and business service transactions in the appro-
priate "other services" category. 
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directly to Canada whether or not this is the country 
of origin. Since July 1946, however, goods originating 
in Caribbean, Central or South American countries, 
but consigned to Canada from the United States have 
been classified to the country of origin. 

Valuation - Export documents define the value to 
be reported as "f.o.b. (free on board) place of lading", 
i.e., at the point of production for the majority of com-
modities, and exclusive of such charges as inland freight, 
insurance, handling, etc., from the Canadian point of 
consignment to the point of exit and beyond. (Export 
prices are adimled as necessary to include cx ort taxes, 
e.g., on petroleum exports. tas been found, however, 
that a significant proportion of exports by water or air 
reflect values which include transportation charges to 
the port of export, and some overland shipments to the 
United States are recorded at a value which includes 
part or all of the transportation charges to the ultimate 
destination. Wheat and oil seeds, which are important 
commodities, are reported on an f.o.b. port of exit 
basis, i.e., at Vancouver, Thunder Bay or St. Lawrence 
and Atlantic ports. Alberta coal is reported f.o.b. west 
coast of British Columbia. Exports are compiled in 
Canadian dollars, following conversion of any values 
denominated in foreign currency. 

The value of imported goods is the customs value 
for duty, which is normally based on the fair market 
value (usually at wholesale level in the country of export, 
or the selling price, whichever is higher). Excltided are 
inland freight from the point of consignment to the 
foreign point of exit, transportation, insurance and 
handling charges, and export or importtifles. rn - The 
case of individual shipmeirts6Fo5OD00, the 
declared selling price is used unless the transactions are 
at non-arms-length. (Imports of automobiles are, how-
ever, valued on the basis of the selling price.) Because 
some imports from the United States are purchased on 
a "delivered" basis, their prices reflect an allowance for 
transportation costs. 3  

Changes in the structure of trade statistics - The 
structure of trade statistics has undergone a number of 
changes over time. Where possible the External Trade 
Division has revised past data to take account of such 
changes. The following paragraphs outline some of the 
more important changes and indicate where more com-
plete descriptions of them may be found. 

Effective at the beginning of 1960 a new category 
was established in both export and import statistics 
under the title "Special Transactions - Non-trade". 
Previously published totals included various special and 
non-commercial transactions, some of which were not 
treated uniformly in export and import series. The new 
category, which is excluded from the regularly published 

3 The foregoing paragraphs summarize the relevant por-
tions of descriptive material to be found in Trade of Canada 
publications.  

totals, grouped various commodity movements which 
either had no international financial implications or, for 
various reasons, were better considered separately from 
merchandise trade in economic analysis. The current 
elements of this category have already been listed. 
Following the changes made in 1960, export and import 
totals had substantially the same coverage and more 
closely approximated the merchandise trade component 
of the balance of payments. The usefulness of the totals 
was increased, while at the same time information on 
special and non-commercial transactions continued to 
be available. A more extended description of the changes 
introduced in 1960 will be found in Chapter IV of the 
Review of Erein Trade. ('a/en Jar Year 19 c, ('cit a! tie 
65-2O. 

The hasis of etiiipiline trade •, 	ti-.lie' 	as 
at the beginning of 1964. Until then, Canadian statistics 
were of the "Special Trade" typc,i.e., they were mea-
sured at the the point at which 
imports leave Or exãrts enter customs supervision. 
Canada's trade statistics have since been compiled on 
the "Genera1-Trade" basis or at the national frontier, 
the point at which goods enter or leave the country - 
Generally speaking it had appeared to make little differ-
ence to the Trade of Canada statistics whether Canadian 
trade was recorded on one basis or the other until 1962. 
The imposition in June of that year, as a temporary 
exchange conservation measure, of surcharges on imports 
led to substantial increases in stocks in customs ware-
houses as importers who had not previously used customs 
warehousing facilities built up stocks there in the hope 
that the measure would be cancelled before the goods 
were required. This resulted in some widening of timing 
discrepancies between Canadian records of trade in 
certain commodities and the statistics of partner coun-
tries. Because of this and the preference in balance of 
payments accounting for measuring the actual move-
ments of goods rather than the technicalities of customs 
clearance, the "General Trade" basis of compilation was 
adopted in 1964. A more extended description of this 
change will be found in Chapter IV of the Review of 
Foreign Trade, Calendar Years 1960- 1963, Catalogue 
65 -205. A definitive statement of Trade of Canada 
totals on a "General Trade" basis back to 1955 will be 
found in Table A - 1 of the Review, Catalogue 65 - 501. 
for 1966-72 and series exist back to 1952 based on 
estimates available for the difference between the value 
of goods warehoused under customs supervision and the 
value of goods withdrawn for domestic consumption. 4  

Adjustments for balance of payments purposes 
The remaining portion of this section is devoted to 
description of the adjustments to Trade of Canada 
series made to fit them to balance of payments use. 

The concept of trade statistics which is most 
meaningful may differ for different types ol users. 

4 Catalogue 65- 205, calendar year 1955 



Some users of them are concerned particularly with 
revenue and protection aspects of the administration 
of the tariff. Others are concerned with the origin and 
destination of commodities in detail as elements of 
market analysis. Still others, particularly users of the 
aggregates, are concerned that they be relevant within 
the context of the broad system of national accounts 
or that they represent a measure of impact, whether 
immediate or ultimate, on exchange markets. While it 
.s possible for this group of users to conceive of useful 
measures in terms of market values as being relevant 
;n some "welfare" sense, they will generally find it 
appropriate to have a set of statistics in which the 
rinciples applied to the valuation of both exports and 
mports are, insofar as is possible, consistent in the 
sense that imports will be recorded on the same price 
basis as the exports (or other considerations) exchanged 
for them, and consistent with other economic and finan-
cial series to which they may be related. (They will 
wish also, of course, to have consistent timing and 

ii may be noted, however, that the use of actual 
I (transactions) prices is almost a sine qua non for 

highly integrated statistical systems and their parts, 
e.g., balance of payments, income and expenditure 
accounts, and input-output. Other values would lead 
into a morass of imputations in such series as profits, 
inventories and capital flows. The basic Trade of Canada 
series are already so constructed as to reflect transfer 
prices in respect of exports and of imports of automotive 
vehicles. To the extent that measures are possible, 
further adjustments in respect of other commodities 
are made to Trade of Canada series to put them on a 
transfer price basis before they are used in the balance 
of pxvtnents. 

The search by statisticians for symmetry reflects 
n underlying concern over the consequences of inter-

national trade and payments statistics which may on 
a worldwide basis show biases towards either payments 
or receipts. The national policy postures which may 
develop under such conditions are counter productive 
N) the objective of achieving a smooth and effective 
unchoning of the international adjustment process. 

Adjustments made to trade figures to make them 
more appropriate for balance of payments use, include 
the objective of placing them on a basis consistent with 
the measures of other elements of the balance of pay-
inents in terms of coverage, valuation and timing. They 
have varied over time. Changes in the structure and 
coverage of Trade of Canada series in 1960 and 1964, 
which have already been described, eliminated the 
necessity for a number of adjustments, and in the 
details which follow it will be noted that a number of 
other adjustments have in fact been rendered unneces-
sarv with changing conditions or changes in statistical 

Although changes in statistical procedure have 
over time made the primary data more appropriate for 
use in the balance of payments, there are constraints 
which limit the extent to which they can be made 
wholly appropriate. While most users of Trade of Canada 
aggregates are probably best served by the adjusted 
measures used in the balance of payments, the source 
data required for these adjustments are normally not 
all available with the timeliness, frequency, and degree 
of commodity and geographic detail which would be 
necessary to adjust fully the hundreds of thousands 
of cells published in the trade series. However, monthly 
aggregates on a fully balance of payments adjusted basis 
are available from January 1971, and are published 
regularly in the Statistics Canada Daily, Catalogue 
ll-OO1E. 

The principal adjustments to the primary data are 
set out schematically in Chart 11.1 where they are shown 
in two main groups. The first embraces adjustments of 
coverage or valuation. The second covers adjustments 
in respect of the timing of trade transactions. The chart 
identifies separately those adjustments which are appli-
cable to currently published Trade of Canada totals and 
those which were originally required but have since been 
incorporated in historical Trade of Canada series. The 
currently applicable data are provided in Tables 11.1 and 
11.2. 

Adjustments of coverage or valuation - Among 
the group of balance of payments adjustments for 
coverage or valuation were deductions of exports and 
imports of settlers' effects, private donations and gifts, 
imports for consular use, certain transactions on military 
account with the United Kingdom and North Atlantic 
Treaty Organization countries, and imports of tourist 
purchases exempt from duty. (All of these adjustments 

iceased to be necessary with the data commencing for 
1960 when they, together with certain other transac-
tions, were grouped into the category "Special Trans-
actions - Non-trade" as described above. Accordingly 
these adjustments up to the end of 1959 are necessary 
only when used in association with Trade of Canada 
series which have not been reconstructed in the format 
of 1960 and subsequent years.) 

Other adjustments made in respect of coverage 
or valuation include: 

\J_ Tourist purchases - A small arbitrary deduction is 
made for tourist purchases recorded in commodity 
exports, which should more properly be included in 
travel receipts. 

—Non-monetary gold - Since new arrangements in 
' respect of non-monetary and monetary gold were 

introduced at the end of the first quarter of 1968 
non-monetary gold has been treated in substantially 
the SaTiie manner as other Coflifliodities, and sales 
in; 	I,I 	\\ 	I 	IICT 	,IiLic 



Adjustments now incorporated [TI) in some Trade of Canada series 

Current adjustments 

Chart 11.1 

Schematic Presentation of Adjustments to Trade of Canada Series for Balance of Payments Use 

Merchandise Exports 
	

Merchandise Imports 

Coverage or Valuation Adjustments 

Settlers' effects . 

Private donations and gifts .................................. 
Imports for consular use .................................... 

United Kingdom and North Atlantic Treaty 

Organization members' military account ................. 

Tourists' purchases .......................................... 

Non-monetary gold 
Energy .............. 

Automotive products 
Ships ................ 
Civil aircraft ......... 

Advertising material .......................................... 

Official valuations ........................................... 

Foreign exchange rate spread .............................. 
Trade with Newfoundland prior to Confederation ....... 

War Supplies Ltd. receipts .................................. 

UNRRA cash purchases ..................................... 

U.S-Canada trade reconciliation ........................... 

Freight charges ............................................. 

Other ........................................................ 

Timing Adjustments 

Port of Montreal document lag ............................... 

Warehousing ................................................. 
Wheat ....................................................... 

Energy ...................................................... 

Ships .......................................................... 

Cvil aircraft .................................................. 
Defence goods ................................................ 

Other ......................................................... 

' - - - - - - 
M 
 - - - - - - - - - - - 



I \It1 1 11.1. Adjustments to Trade of Canada Exports for Balance of Payments Use 

Balance of payments - Adjustments 
Tradeof 
Canada 	 I 	I 	 I 	I  I 	 I 
Exports 	Non- 	 I 	Auto- 	 Civil 	I Defence j  Tourist (including 	monetary 	Wheat 	Energy' 	motive 	Ships 	aircraft 	goods 	purchases re-exports) 	gold 	 products 

millions of dollars 

1946 ...... 

1947 ....... 
1948 ....... 
1949 ....... 
1950 ....... 

1951 ....... 
1952 ....... 
1953 ....... 
1954 ....... 

1957 ....... 
1958 ....... 
1Q59 ....... 

	

1 ?(1 	........ 
l2........ 

	

13 	........ 
... 

I....... 

(i 	....... 

—3 
—2 
—3 
—6 

—5 
—4 
—3 
—3 
—3 

—3 
—2 
—2 
—3 
—2 

—2 
—2 
—2 
—2 
—3 

—3 
—5 
—4 
—4 
—5 

17,820 159 - 4 19 - 	 53 44 3 39 —4 

20,150 173 11 28 - 	 68 22 - 7 —35 —5 12 	......... 
25,421 144 54 76 - 86 —21 - - —5 

l4 	......... 32,441 187 60 183 —132 74 - - —5 

I Data exist which would permit construction of adjustments in respect of timing of energy exports prior to 1968, but these 
1.1 nt 	hal:inc 	lane, 



T.".BIl. 11.1 - -(lpustI1lcLIts to 1rad' of (aiiad:i l'\rt tor Babice of P;t\ iHenI tJ' 

Balance of payments - Adjustments 

United 	 Total, 
Ware- 	New- 	War 	UNRRA 	 States- 	 Total 	adjusted 

	

housing I found- 	Supplies 	cash 	Freight 	Canada 	Other 	adjust- 

	

land 	Ltd. 	purchases 	 reconcil- 	 ments 
iation 

millions of dollars 

• 	. - 38 55 33 . 	• . 	. - 2 94 2,393 	194 
—57 13 ... .. .. - 2 —67 2,723 	1947 
—57 ..• • 	.. . 	. .. 4 —57 3,030 	194 
- 10 . . 	. 	. . 	. . 	. 7 - 15 2,989 	1949 

• 	• . 	. 	. . 	. 	. . 	. . . 	. 7 - 4 3,139 	190 0 

8 •.. .•. ... •. •. - 	1 4 3,950 	1951 
14 ... . 	. 	. . 	.• . 	. . 	. - 13 2 4,339 	1952 
6 ... • 	. 	. . 	. 	. . . 9 - 4,152 	1953 
5 ... . 	. 	. ... . 	. . 	. 22 8 3,934 	1954 

• 

- - 4,332 	1955 

... . 	. 	. . 	. . . . 	. I - 2 4,837 	1956 
- 4 4,894 	195 

- 	1 - 	9 4,890 	195' 
- + 7 5,151 	1959 

• 	• 	• • 	• . 	• 	• . 	. 	. • . 	• 1 2 5,392 	1 9 

1 —14 5,889 	1961 
• 	. 	. ... ... ... -. . 	. 1 30 6,387 	1961 

- 92 7,082 	1963 
- —65 8,238 	1964 
- - 22 8,745 	19 

• 	. . • . . . 	. 	. . 	• 	. . - . . 1 1 10,326 	1966 
- —82 11,338 	1967 
- 41 13,720 	1968 

• 	.. ... ... . 	. 	. . 	. .. - 167 15,035 	1969 
• 	. ... ... . 	. 	. • 	. . 	. - 102 16,921 	1970 

—229 83 - 57 17,877 	1971 
—253 113 - —21 20,129 	1972 
- 315 188 5 40 25,461 	1977 

• 	. ... . 	. 	. • 	.. - 351 134 - 150 32,591 	1974 

Source: Trade of Canada Exports: for 1946-71, see Review of Foreign Trade, 1966-1972 (Catalogue 65 -501); Ii 1971. c 
Exports Merchandise Trade, 1972-1974 (Catalogue 65 -202); for 1973 and 1974 see Exports Merchandise Trade, 197.' Id 	(1. 
logue 65-203). Adjusted Exports: see The Canadian Balance of International Payments, 1972 (Catalogue 67-201) for 194f, 66 
Quarterly Estimates of the Canadian Balance of International Payments, First Quarter 1976 (Catalogue 67-001) for 1967 4 
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1'1\ULI 	11,2. . 	jlI1!1nt' 	lo 	Frade of (';inad;i liiiports for Balatice of PaN iii&iits tJs 

I Balance of payments - Adjustments 

Trade of 
Canada 
Imports N° monery Autortive  Ships Defence Advertising 

gold procts aircraft goods vaivations 

I 
millions of dollars 

1,841 ... .. 5 - -6 - 	2 - 5 

I 2,543 .. 	 . .. - - -3 - 	2 1947 	......... 
1948 	......... 2,618 .. 	 . .. 4 - -9 - 3 - 3 
949 	......... 2,714 ... .. 6 - -2 - 4 - 3 

1 3,125 ... .. - - 11 - 5 - 4 

1951 	......... 4,005 ... .. 1 - 95 - 5 - 8 I ... .. - 3 -67 - 	5 - 6 1952 	.........3,916 
1953 	........ ... .. 8 3 -48 - 6 - 6 

1954 	......... 
4.,248 
3,967 ... .. 10 - -54 - 7 - 	7 

I 1955 	. 	. 	. 	. 	. 	. 	. 	. 4,578 ... .. 15 - -38 - 	7 - 	8 

1956 	. 	. 	. 	. 	. 	. 	. 	. 5,566 . 	. 	. . 	. 16 5 - 1 - 8 - 10 I 5,488 . 	. 	. .. 10 11 - - 8 -12 1957 	......... 
1958 	......... 5,060 ... .. 24 1 - - 9 - 	9 
1959 	......... 5,530 ... .. 13 43 4 - 9 - 9 

I 5,495 
... .. 5 32 27 - 9 - 9 

1961 	......... 5,781 . 	. 	. . 	. 13 - 22 - 38 - 9 - ii 
6,294 ... . 	. 8 6 -86 - 	8 -11 I 	1962 	......... 
6,578 .. 	 . .. 5 22 - 5 - 7 - 11 1963 	......... 
7,488 ... .. 3 27 39 - 9 -.11 1964 	......... I 8,633 

. 	. 	. .. 2 10 3 - 10 - 11 

I 	196 	........ 10,072 ... . 	. - 50 1 - 10 - 11 

10,873 ... -129 - 29 -2 -10 -11 

12,360 85 -147 - -33 5 -10 -11 
1967 	......... 
1968 	......... 

14,130 64 - 	83 - -11 - -14 -15 1969 	......... 
1970 	......... I 13,952 14 - 	95 - 4 24 -16 - 16 

15,618 66 - 	80 - -19 32 - 9 - 6 

18,669 66 - 	84 - 9 - -10 - 7 I 	
1971 ......... 
1972 ......... 

23,325 49 - 	93 - 48 - - 10 - 9 1973 .........

I 1974P 31,692 172 -159 - -80 - - 11 - 10 

Source: Trade of Canada imports: for 1946-70, see Review of Foreign Trade, 1966-1972 (Catalogue 65- 501); for 1971 and 
1972. st 	Jn?portc lh'rchcnlice 7Yak. 1971 	197.? (Catalwue 65 -203): fr 1973 and 1974 See Tmport Merchandise Trade, 1973- 1975 
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TABLE 11.2. Adjustments to Trade of Canada Imports for Balance of Payments Use 

Balance of payments - Adjustments 

Foreign 	 United 	 Total, 
exchange 	I 	Ware- 	Newfound- I 	 States- 	 Total 	adjusted 

rate 	I housing 	I 	land 	j Freight 	Canada 	Other 	adjust- 
spread 	 reconcil- 	 ments 

iation 

millions of dollars 

• 	. - 6 - 	19 1,822 1946 
• 	• - 	7 - 	8 2,535 1947 
• 	• - - 	20 2,598 1948 

- 2 - 	18 2,696 1949 
• 	. 1 7 3,132 1950 

• 	. - 10 96 4,101 1951 
• 	. 10 - 62 3,854 1952 
• - 	1 - 	36 4,212 1953 

4 - 	51 3,916 1954 
3 - 	35 4,543 1955 

. 	. • 	. . 	. . 	. - 	3 - 	1 5,565 1956 
• 	• •. 	• . 	• 	- . 	. - 	I - 5,488 1957 

- 	1 6 5,066 1958 
- 42 5,572 1959 

- • 	• 	- •• . - 	1 45 5,540 1960 

• 	. . 	• 	. ... • 	• . 2 - 	65 5,716 1961 
- - 	91 6,203 1962 

• • 	• 	. . • 	. - 	3 1 6.579 1963 
I 

- 49 7,537 1964 
- - - 	6 8,627 1965 

- 30 10,102 1966 
• • 	• 	- • 	• • 	. 22 - 101 10,772 1967 
• . 	• -. - —111 12,249 1968 
• .• . 	• .. - - 	59 14,071 1969 

- .. • .. •. 2 - 	83 13,869 1970 

- 64 - 240 16 - 304 15,314 1971 
• • 	• • 	• - 78 - 300 7 - 397 18,272 1972 
• .• 	• •. 	. - 99 - 486 1 - 599 22,726 1973 
• ... - 91 .• 	. 

 

- 628 8 - 799 30,893 1974P 

—6 
- 12 
- 12 
- 12 
- 11 

10 
25 
14 

15 

23 
3 

14 
3 

—9 
—9 
- 11 
—1 

(Catalogue 65- 203). Adjusted Imports: see The Canadian Balance of International Payments, 1972 (Catalogue 67- 201) for 1946-66 
and Quarterly Estimates of the Canadian Balance of International Payments, First Quarter 1976 (Catalogue 67-001) for 1967- 74. 
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and imports as balance of payments adjustments. 
Commencing in January 1976, physical movements 
of gold no longer formed part of the adjustment, as 
these transactions, which were previously included 
in Special Transactions - Non-trade, were shifted 
from that date to the regular trade series. The remain-
ing balance of payments adjustment is not now 
publishable separately. (Gold production available 
for export ((net non-monetary gold exports)) prior 
to the 1968 change in treatment was recorded as a 
separate item in the balance of payments.) For a 
more extended description see series A3. 

-/ Energy - Additions were made to exports in the 
J early 1960's for natural gas exported by pipeline 

which had not been recorded in trade series. 
- Automotive adjustments - Deductions are made 

from both exports and imports of automotive parts 
for retroactive value adjustments and for special 
tooling and other charges, which are also recorded 
among business service transactions in series A23 
and B23. Export adjustments in 1967 through 
mid-1969, and import adjustments in 1967 and 
1968, included deductions to reduce the reported 
values of motor vehicles to a transfer price basis. 

-, Ships - Additions are made to both exports and 
I imports in respect of the sale or purchase of ships 

which were not recorded on customs documents 
(no entry is required in respect of the import of 
ships of British construction and registry for use 
in Canada). 

- Civil aircraft - Additions were made to imports 
for the purchase abroad of aircraft for use as inter-
national carriers for which no import entry was 
required until 1966. (Aircraft transferred from 
international to domestic service were recorded as 
imports at their depreciated value and were deducted 
for balance of payments purposes.) 

- Advertising - An estimate is deducted in respect of 
imports of advertising materials. Part of this material, 
such for example as travel promotion literature, does 
not involve direct outlays by Canada, and part is 
included in payments for advertising services. 

- Official valuation - A deduction is made from the 
value of imports in respect of valuations for customs 
duty purposes which are higher than the actual 
amounts paid for goods; the adjustment is a notional 
one which is not well founded. Since 1971,  the adj ust-
ment applicable to imports from the United States 
is incorporated in the United States reconciliation 
adjustment. 

- Foreign exchange rate spread - A deduction was 
made during the period of fixed exchange rates under 
exchange control to reduce the values recorded on mi-
port documents by the amount of the spread between 
the official buying and selling rates which constituted 
a domestic rather than an international cost. These 
spreads which covered the costs of administering 

exchange control as well as a commission to the 
banks for their services amounted to 1 cent on the 
United States dollar between September 16, 1939 
and October 14, 1945 and to ½ cent thereafter until 
September 30, 1950. Thus, for example, in early 
1946 exports which produced U.S. $10 million were 
recorded at Cdii. $1 1 million in the trade statistics, 
while imports costing U.S. $10 million were recorded 
at Cdn. $11.5 million. The adjustments reduced the 
import figure by $0.5 million to $1 1 million. 

- Newfoundland - Exports and imports of goods 
between Canada and Newfoundland which appeared 
in trade series until the Union of Newfoundland with 
Canada in 1949 were deducted in accordance with 
the special treatment of Newfoundland described in 
a note in Part VI. 

- War Supplies Ltd. receipts - Payments by the United 
States Government for war supplies and metals 
exported under the Hyde Park Agreement were 
recorded as special receipts in the merchandise 
account rather than in the primary trade data. 

- United Nations Relief and Rehabilitation Adminis-
tration - Foreign contributions used for the pur-
chase of Canadian goods were recorded as special 
receipts in the merchandise account; a small amount 
was also reflected in the "other" adjustments for 
1947. 

- United States - Canada Trade Reconciliation Adjust-
ment - This adjustment introduced from 1971 
incorporates most of the conceptual and statistical 
corrections whose necessity was revealed through 
analysis of trade data by the United States - Canada 
Trade Statistics Committee (described in Part VI). 
The major elements of the adjustment for 1974 are 
detailed later in this section. 

- Freight - While, in principle, the Ti-ade of Canada 
series attenif to measure trade exclusive F all 
transportation charges, under the usual valiuifion 
practices of certain industries some transpoftosts 
are included in the value shown for somiorts 
and impOrts on customs documents. This adjUThient 
removes an estimate of those transportation costs, 
which are already covered in the freight ajidiipping 
series. A summary of the results of a 1971 survey of 
Canadian exporting and importing firms on their 
reporting practices on customs documents may be 
found at the end of this section. 

- Other adjustments - This total covers a wide range 
of entries. Among other adjustments to exports, 
for example, were additions in the late 1940's and 
1950's to adjust the value of uranium exports re-
corded in the primary trade data at nominal values 
for security considerations, and deductions in the 
middle 1950's to reduce to the amounts actually 
received from the United Kingdom the values for 
exports of beef which were recorded in the trade 
statistics at substantially higher support prices paid 
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to the producers by the Canadian Government. Other 
adjustments to imports were more diverse in char -
acter, including for example the elimination of 
additional non-commercial transactions, allowances 
for dumping duty, retroactive price adjustments, 
and some notional amounts in the middle 1950's 
in respect of commercial smuggling of tobacco. 
Some important purchases of military equipment 
which were delivered to the Canadian armed forces 
abroad, and therefore did not appear in Canadian 
import statistics are included in these adjustments 
on the basis of related progress payments. Similar 
treatment has been accorded purchases by Telesat 
Canada of telecommunication satellites which were 

7ched from the United States. 

djustments of timing - We turn now to the 
second group of adjustments, those relating to the 
timing of trade transactions, dealing first with those 
shown in Chart 11.1 which are now incorporated in 
historical Trade of Canada series, document receipt 
lags and warehousing. 

The port of Montréal documentation receipt lag 
represents a particularly dramatic example of a statis-
tical distortion originating from administrative proce-
dures. It arose from a practice which extended from 
April 1966 until July 1967 in the port of Montréal 
involving a delay in the receipt by Statistics Canada of 
a large volume of import documents. As a result, some 
$205 million of imports originally attributed to 1967 
had ultimately to be transferred back to 1966. Currently 
published Trade of Canada series for aggregates reflect 
the correction. 

The adjustment described as "warehousing" 
represents the difference between goods moving across 
the customs frontier and goods moving across the 
national frontier. The nature of this adjustment has 
been described earlier in the section dealing with changes 
in the structure of the trade statistics. As noted there, 
this adjustment became unnecessary from the beginning 
of 1964 when Canadian trade statistics were compiled 
on a "General Trade" rather than on a "Special Trade" 
basis. Currently published Trade of Canada aggregates 
have been adjusted to a General Trade basis retroactively 
to 1955. When Special Trade series are used prior to 
1964 an adjustment for balance of payments purposes 
is required. Estimates of warehousing were made, and 
remain appropriate in the adjustments, in respect of 
imports for years prior to 1955. 

/ 	The adjustments made in respect of timing which 
of a continuing nature include: 

- Wheat - The Canadian Grain Commission's records 
of wheat clearances from exporting warehouses 
during the full calendar month, which escape report-
ing lags and better reflect destinations of Canadian. 
owned wheat held from time to time outside Canada, 

are used to adjust Trade of Canada series for wheat 
exports. The volumes of clearances obtained from 
this source are combined with unit values from 
customs-based series to derive hybrid estimates which 
are substituted for original customs series. 

JEnergy - Exports by pipeline of pemi...ajid 
natural gas are, as described earlier, currently in-
cludi'd—m—We Trade of Canada series with a lag of one 
month. In view of the rising importance of these 
commodities, balance of payments adjustments 
were introduced in 1973 back to the beginning of 
1968 to assign such energy exports to the appro-
priate quarter. 

- Ships, civiLaixcsaft,and military equipment - It has 
been the practice in Canadian balance of payments 
statistics to substitute progress payments in connection 
with the construction of ships, civil aircraft and some 
military equipment, in place of the actual deliveries 
of the equipment. While at present very few countries 
follow this practice, it has been felt to be justified by 
a number of considerations. While legal title is not 
transferred until delivery, the equipment is itself 
usually built to specification with clear contractual 
liability involved. Production occurs over an extended 
period for whose timing progress payments more 
closely approximate the reality than the actual 
delivery. In the case of transportation equipment its 
very nature is moreover such that the identification 
of an export or import presents some difficulties and 
as a consequence from time to time documentation 
has lagged well behind the actual deliveries. Finally, 
the equipment itself may be described as "lumpy" 
and the physical delivery of, say, an ocean liner 
built over a period of years could contribute to an 
irregularity in series which if not clearly identified 
might create difficulty for the analyst. It will be 
noted that the use of progress paypets in the : 
ance of payments adjusted series eliminates the 
neéssity of additional entries in the capital account 
to cover progress payments made on undelivered 
equipment or in the current account to cover pur-
chases which may be delivered outside Canada, for 
example to the armed forces. In the case of military 
contracts the adjustments which are made have been 
confined to a relatively few types of major equipment. 

- Other adjustments - As in the case of other adjust-
ments of coverage and valuation, those for timing 
cover a wide range of entries. Among them are adjust-
ments relating to document transmission lags, proces-
sing changes, and some progress payments. From time 
to time differences have been identified between the 
timing of actual exports of a commodity, e.g., iron 
ore, and the recording of them in statistical series; to 
the extent that the amounts are identified and signifi-
cant, trade series are adjusted for use in the balance 
of payments. On occasion in the past there have been 
changes in the compilation process of Trade of Canada 
series which have altered the effective statistical length 
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of a particular month or quarter; adjustments have 
sometimes been made in balance of payments series 
to offset the effects of such statistical changes. 

Occasional very minor revisions which have been 
made to Trade of Canada series for some years past 
reflecting rounding and/or marginal corrections and 
which are not large enough to warrant reconstruction of 
balance of payments adjusted series (and indeed the 
whole system of national accounts) are eliminated with 
other adjustments. 

Evaluation 

Many countries have experienced difficulties in 
the construction of trade statistics notwithstanding (or 
sometimes because of) their firm base in administrative 
procedures. For example, in Canada trade data were 
seriously distorted for a time by the practice adopted in 
the port of Montréal as described in an earlier paragraph. 
The original misallocation of some $205 million of 
imports to 1967 rather than to 1966 represented approx-
imately 2% of total imports in the latter year. The fact 
that the practice was not discovered until the early 
summer of 1967 demonstrates the difficulty of moni-
toring the operation of a massive reporting system of 
this nature. In the United States, studies by the Census 
Bureau instituted as a result of concern over growing 
differences between Canadian and United States data 
revealed that for many such shipments inland freight 
charges which should have been included in the value of 
merchandise reported to the United States authorities 
on the Shipper's Export Declaration were not properly 
reflected. By 1972 the upward correction required to 
the census data for exports to allow for the under-
statement in them of inland freight amounted to U.S. 
$331 million. In the United Kingdom, authorities 
revealed in mid-1969 that exporters had failed to lodge 
export declarations on a scale estimated "on a conser-
vative basis" at just over £ 10 million a month. These 
examples are good illustrations of the difficulties which 
have been faced by the compilers of trade statistics. 

The compilation of Canadian trade statistics is, of 
course, a large and complex operation. It has already 
been noted that in 1974 it involved the scrutiny and 
processing of some 9 million documents and the pro-
duction of statistical time series cross classified between 
commodities, countries, Canadian economic regions, 
mode of transport, etc., for over half a million cells. 
The administrative foundation upon which trade statis-
tics rest and the huge volume which they embrace create 
the potential for many serious problems: timing, valua-
tion, coverage and classification. 

Overall studies - The statistics have been examined 
by interdepartmental committees in Canada (and in other 
countries) on a number of occasions. A major study 
carried out, for example, at the beginning of World 
War 11 identified a number of faults and led to a number  

of improvements in the data. The fmdings are embodied 
in the discussion in Section II of Part II of The Canadian 
Balance of International Payments, 1926-1948, Cata-
logue 67-501. Equally important as the special investi-
gations which have been carried out are the continuing 
efforts of statisticians to maintain the quality of the 
series in the light of changing business and administrative 
practices. 

The most recent insights into the quality of trade 
measurement were gained from the work of the United 
States-Canada Trade Statistics Committee.5 This group 
was established by the authorities of the two countries 
as a result of the concern over widening discrepancies 
between counterpart Canadian and United States mea-
sures, and may be viewed as an extension of the work 
of reconciliation of the balances of payments of the two 
countries which is described in Part VI. The reconciliation 
had to take into account two types of problems. The 
first of these was adjustment of the two sets of series to 
a common conceptual basis. The second was identifica-
tion of statistical deficiencies within the basic statistics 
of each country insofar, of course, as they were not 
common to both. To the extent that deficiencies in the 
basic Canadian data were revealed by this work they are 
described here with the detail for 1974. (The reconcilia-
tion having been carried out in terms of United States 
currency, the amounts quoted are in millions of United 
States dollars.) 

Canada's exports to the United States in 1974, as 
originally published, on a customs basis, amounted to 
$21 ,743 million. Adjustments which might be thought 
of as definitional or conceptual involved a net deduction 
of $91 million. An addition of $53 million was made for 
exports to Puerto Rico (which Trade of Canada data do 
not include with the United States), but there were net 
deductions of $144 million of other sorts, e.g., the 
elimination of tooling charges included in the valuation 
of new motor vehicles. The further statistical adjustments 
necessary to put the total on a transaction basis involved 
the net addition of $408 million, comprising: 

Millions of U.S. dollars 
Addition of exports for which 

no documents were received 	+ 300 

Deduction of transportation 
charges improperly included 
with commodity values . . . . - 60 

Adjustment of customs values 
to transaction values 	 - 20 

Processing or respondent errors 
and timing discrepancies, net 	+ 188 

The Reconciliation of U.S. -Canada Trade Statistics 
reports covering the years 1970 through 1974 by the U.S. - 
Canada Trade Statistics Committee. Published jointly by the 
U.S. Department of Commerce, Bureau of the Census, and by 
Statistics Canada. 



The unusually large adjustment for errors and 
timing was mainly due to the timing of exports of crude 
petroleum and natural gas, which became more important 
with rising prices. As was mentioned earlier, export 
statistics for these commodities record the transactions 
of the previous month. Canada's imports from the United 
States in 1974, as originally published on a customs basis, 
amounted (again in terms of United States dollars) to 
$21,739 million. The definitional and conceptual adjust-
ments included a deduction of $248 million for items 
such as tooling charges, included in automotive parts, 
and merchandise which was imported for periods of less 
than a year. There were additions of $19 million for 
imports from Puerto Rico and of $114 million for 
imports credited to a Central or South American country 
of origin but consigned to Canada from the United 
States. The further statistical adjustments necessary to 
put the total on a transactions basis involved the net 
deduction of $489 million, comprising: 

Millions of U.S. dollars 

Adjustment of customs values 
to transaction values 	 - 404 

Deduction of transportation 
charges improperly included 
with commodity values . . . . - 72 

Processing or respondent errors 
and timing discrepancies, net 	- 13 

These figures for 1974 may be broadly sunimarized 
as follows: 

Exports j  Imports  I Balance 

millions of U.S. dollars 

21,743 21,739 4 Published totals ........
Definitional 	and 	concep- 

tual adjustments, 1  net . - 	91 - 	115 24 

Statistical differences, 1  net + 408 - 489 897 

Adjusted totals ....... 22,062 21,134 928 

1 Adjustment to a transactions value of trade other than 
automotive imports has been included with statistical differences, 

Note: Details do not add to totals because of rounding. 

Commencing with 1971 data, balance of payments 
adjustments include provisions for the above factors 
where appropriate. in addition to the evaluations of 
trade statistics which are associated with such general 
reviews as have been described above, some other 
fragmentary indications of an evaluative nature are 
available. It should be emphasiied, however, that sub-
stantial programs for the improvement of the basic 
trade data have been initiated but that their full effect 
will be realized only over a long period. 

Timing - Although, as has been noted above, a 
number of specific adjustments are made to Trade of 

Canada series in respect of their timing, they are neces-
sarily incomplete and the full dimension of the problem 
of timing cannot at this time be determined. 

Tests made in respect of Canadian exports of iron 
ore during 1962 and 1963 revealed that the following 
adjustments were necessary in order to put the Trade of 
Canada series for this commodity fully on the basis of 
the timing shown on the documents (regardless of when 
the documents were received): 

Quarter 	 1962 	1963 

millions of dollars 

I ............... + 3.1 +3.7 
II . 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. + 5.4 - 1.5 

III ............... 1.4 - 3.1 
lv ................ -5.5 + 1.5 

Iron ore is a rather exceptional commodity because of 
the seasonal pattern of transportation and the promi-
nence of the shipments at particular ports. These frag-
ments indicated, however, a substantial time lag be-
tween the exports which followed the opening of the 
St. Lawrence River and the receipt at Statistics Canada 
of the documents relating to them. 

Pending the development of computer capabilit)v" 
and modifications of the reporting system, it is possible 
only to make some rough judgements based on quite 
arbitrary assumptions in order to assess the possible 
consequences of reporting lags for the balance of mer-
chandise trade. Working with data for the decade from 
1962-71, series were constructed on the assumptions, 
in the case of exports, that the documents received up 
to the month-end involved exports entered up to five 
days previously and that there was a further goods float 
in Canada of two days. Under these assumptions Trade 
of Canada series would generally lag accounting charges 
by seven days. 6  

The assumptions followed with respect to imports 
were similar except that no allowance was made for 
goods float in Canada, the hypothesis being that customs 
clearances would lead to immediate financial settlements 
or accounting charges. The procedures followed for the 
exercise do not, of course, take account of interruptions 
in document flows occasioned by postal or transporta. 
tion strikes, weather, or other irregular influences, 
except to the extent that corrective action was possible 
within the original trade figures. 

6 This was raised to eight days  when the last day of the 
month was a Saturday and to nine days when it was a Sunday. A 
further adjustment was made in respect of Easter; if Good Friday 
was the last Friday of a month ending on Faster Monday or 
before, one additional day was adder!. if Easter Monday was the 
last day of the month, one additional day was added. It has been 
suggested by an expert in the field of trade statistics that the 
assumptions grossly understate lags which are more likely to be 
of the order of one month in the case of exports overseas and 
two weeks in the case of exports to the United States. 
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The process of assessment involved calculating the 
average calendar day value of recorded trade in respect 
of the two successive months concerned. This was then 
used to shift an appropriate number of days' trade into 
or out of the published totals for each month. 

Forty quarterly periods were examined. Based 
upon the assumptions set out above, on eight occasions 
either positive or negative adjustments to the merchan-
dise trade balances were indicated for three consecutive 
quarters; there was one further occasion where for two 
consecutive quarters there would be a negative adjust-
ment; there were 14 occasions upon which an adjust-
ment, positive or negative, was sandwiched between 
adjustments of a different sign. 

Out of these 23 "runs", eight involved total adjust. 
ments of $25 million or more. There were two swings in 
the quarterly adjustments of over $50 million and a 
further 11 ranging between $25 million and $49 million. 
There were indications of marked seasonality. 

Finally amongst these fragments of evaluative 
data, a special analysis was conducted on 1972 export 
documents valued at $50,000 and over to assess the 
effect of delays in the receipt of export documents by 
Statistics Canada. The results revealed that on average 
only two thirds of the documents coded in a particular 
month were "stamped" by customs in the same month. 
Of the remainder, 27% related to the previous month 
and 5% to earlier months. Moreover, these percentages 
varied significantly from one month to another. 

Shown below is the effect of the lag on the pub-
lished values of exports of $50,000 and over. While for 
each quarter the difference between the published and 
the corrected totals was within 5%, at lower levels of 
detail the differences were found to be much larger. 

Trade of 	$50 000 and over 	Percentage 
Value of documents 

Period 	Canada 	 difference exports Published Corrected 
millions of dollars 

4,415 1,549 1,625 + 4.9 

2,041 1,990 - 2.5 

1,923 1,983 + 	3.1 

11 	.......5,343 

III 	.......4,490 

. 

9,977 

2,433 2,317 - 4.8 LV 	.......5,729 

Total. . . . 7,946 7,915 - 0.4 

The significance of such statistical lags is dependent 
on a number of factors. To the extent that they are 
stable no great analytic damage may occur. To the 
extent however, that there are changes in the level, 
composition or direction of trade flows, effects on the 
balances may, as we have seen, be substantial. In the 

case of sharp changes such as are occasioned by inter -
ruptions of flows of commodities or of documents the 
effect may be to shift substantial parts of the incidence 
from the appropriate period. 

In principle, to the extent that there is some 
regularity in the lags, their effects may be moderated 
or eliminated in the techniques used in the production 
of the seasonally adjusted Trade of Canada series. These 
series take account not only of seasonality but also make 
adjustments for the 
Trading day variations take into account thre1atue 
importance of particular clays Qftheweek-fOLJlOCUflleflt 
arrivals. An adjustment of this sort might also be helpful 
in making the non-seasonally adjusted data more appro-
priate for use within the framework of the balance of 
payments. 

Valuation - In the description earlier of the work 
of the United States - Canada Trade Statistics Committee, 
indications were given of some of the statistical defi-
ciencies arising from valuation problems, notably differ-
ences between values. fc1jst.o11s oses and 
actual transfeLprices, and the inclusion inappropriately 
under the concepts employedii Canadian statistics of 
some transportation charges and elements of insurance. 
The growing importance of internationil corporations 
increases the likelihood that values for customs duty 
purposes may differ markedly from actual amounts 
received or paid in respect of the transactions. 

There have been other problems associated with 
valuation. Trade conducted on the basis of contracts 
denominated in foreign currencies occasioned difficulties 
when export documents failed to clearly distinguish 
United States from Canadian currency, and trade data 
were consequetitly othpi1éd without appropriate allow-
ances for exchange premium or discount. Although no 
precise measures of the effects were possible, they were 
believed to be significant in the years prior to 1968 
when revised export documentation was introduced at 
the request of Statistics Canada in order to identify 
more accurately amounts expressed in foreign currencies. 
And little is known about the effects of cash settlement 
1iscounts. 

It will not have escaped the attention of the careful 
reader that problems arising both from the failure to file 
appropriate customs documents and from the failure to 
apply appropriate exchange rates occur essentially with 
respect to exports rather than to imports. The primary 
concerns of the customs authorities understandably 
focus on imports to which their revenue collecting 
functions relate. On the other hand statistical defi-
ciencies (when transaction value-based aggregates are 
considered to be the objective) arise on the import side 
directly from the impact of the revenue collecting 
authorities insofar as higher values may be established 
for customs duty purposes. 
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A survey of Canadian exporting and importing 
firms on their reporting practices to customs authorities 
in 1971 was conducted jointly by the External Trade 
and Balance of Payments Divisions. 7  In brief, its results 
were: 

Declared values 	Exports 	Imports 
per cent 

F.o .b. (free on board) point 
of production, i.e., exclu-
sive of freight, insurance 
and other charges 68.1 86.4 

F.o.b. port of exit, i.e., the 
producer's price in the 
country of export,includ-
ing his profit and pack-
aging charges, plus inland 
freight and insurance to 
the border, air, river or 

	

ocean port .......... 16.3 	6.7 

Delivery price, i.e., inclu- 
sive of freight, insurance, 
and other charges 	 15.7 	6.9 

The survey disclosed wide variations in the type of 
valuation reported on customs documentation according 
to the kinds of commodity traded, as well as by destina-
tions of exports and source of imports. 

An estimate has been made of internal and exter-
nal transportation and associated charges included in 
recorded export and import totals for 1971 because of 
the differing practices of filing documents by Canadian 
exporters and importers. 

Ratio of published 
values to estimated f.o .b. 

plant values' 1971 

Trade with 	 Exports 	Imports 

United States 	 1.013 	1.006 

Other countries 	 1.023 2 	1.009 

All countries 	 1.0162 	1.007 

Producer's price in the country of export, including his 
profit and packaging charges. 

2 Excluding wheat. 

Some 1Y2% of export and ½% of import totals 
published for 1971 represented estimated transportation 

7 See Review of Foreign Trade: 1966-1972, Chapter 5: 
Valuation practices reported by major Canadian exporters and 
importersinl97l,pp.79-114,Catalogue6s-501.  

and related expenses. These charges were, as expected, 
low for United States but larger for overseas trade. 

Beginning with 1971 data, balance of payments 
adjustments have been made to take account of this 
problem. 

Coverage - The problems of movements of goods 
without submission of documents have already been 
illustrated in the description of the work of the United 
States - Canada Trade Statistics Committee. 

Linkages and Relationships 

CANSIM Databank Series - These are listed in 
Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 1 (Goods and Services, and Transfer 
Payments), Item 1.1 Merchandise exports f.o.b., Mer. 
chandise imports. See, however, Appendices 5 and 6 
for conceptual differences. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary: Part A (Goods 
and Services), 1.1 Merchandise exports and imports 
f.o.b. See, however, Appendices 5 and 6 for conceptual 
differences. 

National Income and Expenditure Accounts (Cata-
logues 13 .001 and 13 .201) - Components of Exports 
of goods and services and of Imports of goods and 
services in Table 2, Gross National Expenditure, and 
subsidiary tables. 

Financial Flow Accounts (Catalogue 13 - 002) - 
Not relevant. 

Series Availability 

Annually from 1926 and quarterly from 1946. 
Monthly data appear regularly. 

Supplementary Data 

- Balance of payments adjustments to Trade of Canada 
figures for the years 1946 through 1974 (revised) 
have been provided in Tables 11.1 and 11.2 of this 
volume. They have been published quarterly from 
1968 on a current basis in Catalogue 67-001 (from 
First Quarter 1970), Tables 6 or 5, but data there are 
not available on a fully revised basis. 

- Indexes of Prices, Terms of Trade, and Volume of 
Merchandise Trade, 1946-1965 (annual) in Catalogue 
67 -505, Table 5.05; quarterly and annually from 
1967 in Catalogue 67- 201, Table 7. 



Title 

Related Data 

Trade of Canada publications current at time of writing: 

Catalogue Frequency of 
publication 

- Wheat shipments by area (as used in estimates of the 
balance of payments), 1965 - 71 (Catalogue 67 - 201, 
1965 - 70 issue Statement 4 for 1965, 1971 issue 
Statement 3 for 1966, and 1972 issue Statement 5 
for 1967-72). 
Automotive products between Canada and the 

United States (as used in estimates of the balance 
of payments) (Catalogue 67-201, 1971 issue State-
ment 12 for 1965 -68 and 1972 issue Statement 14 
for 1969-72). 

- Exports and imports of energy materials, 1968 -72 
(Catalogue 67 -201, 1972 issue Statement 6). 

11 -001 E Statistics Canada Daily Monthly 
65 -001 Summary of External Trade Monthly 
65-001 Supplement The 1971-Based Price and Volume Indexes of Canada's 

External Trade 
65 -003 Exports by Countries Quarterly 
65 -004 Exports by Commodities Monthly 
65 -006 Imports by Countries Quarterly 
65 -007 Imports by Commodities Monthly 
65 - 202 Exports - Merchandise Trade Annual 
65 - 203 Imports - Merchandise Trade Annual 
65- 501 Review of Foreign Trade Occasional 

Bank of Canada Review Monthly 

Note: See also Historical Catalogue of Dominion Bureau of Statistics Publications, 1918 - 1960 (Catalogue 11 -504) 
pp.139-146. 

Mutual Aid to NATO Countries 

Codes - A2 for receipts 

B 10 for payments 

Summary 

From 1950 through 1967 credit items under series 
A2 and corresponding debit items under series BlO, 
Mutual Aid to NATO Countries, were published in 
global annual balance of payments statements covering 
the provision of mutual aid to NATO countries. The 
credit item was a measure of the real resources provided, 
while the debit item reflected the transfer. For security 
considerations no bilateral or quarterly detail was 
published - 

Mutual aid to NATO countries took the form 
largely of transfers of military equipment, provision of 
aircraft training in Canada, and contributions towards 
the NATO military budget for infrastructure represented 
by fixed defence installations used by the armed forces 
of more than one country of the Alliance. These infra-
structure payments appeared in fact twice. They were  

reflected also in the figures of government expenditures 
abroad which were an element of series B23, other 
service payments. 

The treatment of such military transactions 
introduces problems of conceptual nicety. To what 
extent should they be viewed as transfers and to what 
extent as outlays for common defence? The question 
was further complicated because in the earlier years a 
substantial element of the transactions represented 
transfers of existing equipment from Canada's Armed 
Forces and its later replacement by more up-to-date 
equipment. By the mid-1960's the amounts involved 
had become relatively small, and a growing proportion 
was duplicated in current estimates of Canadian military 
expenditures abroad. 

On the basis of these considerations the two series 
were eliminated from balance of payments statements, 
but have continued to be made available annually in the 
form of a footnote. Removal of the series from regular 
published balance of payments estimates eliminated the 
necessity for their adjustment for use in the National 
Income and Expenditure Accounts. 
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Gold Production Available for Export 

Code - A3 

Concept 

This series covered Canadian gold production sold 
either to non-residents or to Canadian monetary institu-
tions, a concept derived from the historic role of gold 
in international payments arrangements. The treatment 
of new gold production less amounts applied to uses in 
the arts and industry as an export became less valid after 
the introduction of separate monetary and non-mone-
tary markets for gold in 1968, and the concept is no 
longer applied. 

Until 1949 the series was described as "net exports 
of non-monetary gold" even when gold was transferred to 
and held as part of official exchange reserves; this term 
continued to be in use in some other gold-producing 
countries. 

With the development of two separate markets for 
gold, the series on gold production available for export 
was discontinued from the second quarter of 1968. 
Thereafter, transactions in non-monetary gold are in-
cluded as elements of Al (Merchandise exports, balance 
of payments basis) and BI (Merchandise imports, 
balance of payments basis). 

Description 

Gold may be considered as merchandise, as a 
foreign exchange asset, or as a domestic monetary 
asset. Stocks of gold held by mines and by industrial 
enterprises engaged in manufacturing goidware are 
similar to other inventories held by business, i.e., mer-
chandise. Gold in the hands of monetary authorities is 
the equivalent of convertible foreign exchange reserves 
because of the general acceptability of such gold in the 
settlement of international obligations. When gold is 
held by private enterprises and individuals, it is often 
difficult to tell which of its attributes is predominant, 
because such gold may be held as a commodity for specu-
lative purposes, as an alternative to foreign exchange 
assets, or as a domestic monetary asset. 

The convention generally adopted has been to 
treat gold held by a country's non-monetary sectors as 
a domestic asset, similar to merchandise, and gold held 
by its monetary institutions for monetary purposes as if 
it were a foreign asset. On this convention, transactions 
in gold by the country's non.monetary sectors with 
either non-residents or with domestic monetary institu-
tions, are allocated to the goods and services account, 
and corresponding transactions in gold by the monetary 
sectors are allocated to the capital account.8 

8 IMF Balance of Payments Manual, Third Edition (1961) 
p.54. 

This convention served the situation well over 
many years. Few major problems arose in its application 
over long periods. Some users of balance of payments 
statistics, however, experienced difficulty in grasping the 
concept, perhaps because of its inherent simplicity and 
perhaps because of the mystique which has surrounded 
gold for centuries. 

The rationale for including among current account 
receipts new gold production passing into the possession 
of monetary institutions may not be fully apparent. The 
purchase by them is in fact a transaction between two 
residents of the same country and as such would not 
normally qualify for inclusion in a balance of inter-
national payments statement. But the historic role of 
gold in international payments lends to it special attrib-
utes that distinguish it from the production of other 
commodities in international trade. The existence of an 
unlimited international market at a fixed minimum price 
was the basis for most gold production, at least until the 
later 1960's. The general acceptability of gold as a means 
of international settlement (until the introduction of 
separate monetary and non-monetary markets in 1968) 
made gold in itself the equivalent of convertible foreign 
currency. The production of gold which was available if 
rquired for international settlements in effect increased 
the convertible foreign currency assets of the producing 
country even though the gold might not leave the 
country. A flow of newly-mined gold into the hands of 
monetary institutions of the producing country was 
accordingly for all practical purposes the equivalent of 
the physical export and sale of such gold for foreign 
exchange. 

It may be helpful to outline the consequences of 
an alternative treatment. Had gold not been regarded as 
an external asset it could, for purposes of the National 
Accounts, have been regarded as domestic investment in 
fixed assets or inventories. In circumstances, however, 
in which the current account moved sharply against 
Canada, the effect of a growth in imports or a decline in 
exports might have been masked by the sale abroad of 
gold produced in earlier periods and held against that 
contingency. But use of such gold would, in terms of 
the balance of payments, have been much more akin to 
a capital transaction than a current one. The convention 
which was adopted internationally has not been univer-
sally understood or accepted but appears to have led to 
more meaningful data than any alternatives which were 
suggested. 

While the concept followed in the statistics has 
been reasonably consistent throughout the period of 
official balance of payments statistics, the nature of 
Canada's gold transactions and their measurement were 
at their simplest during the decade of the 1940's and it is 
useful to start a description of them with this period. 
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The normal practice was for Canadian mines to sell 
their current production to the Royal Canadian Mint. 9  
The Mint refined the gold, the mines receiving the equiv-
alent of U.S. $35 per fine ounce less handling, refining 
and assay charges. Some gold was sold by the Mint to 
goldsmiths in Canada for bona tide industrial or com-
mercial use. A small inventory of refined gold held at 
the Mint awaiting disposition was maintained at a level 
sufficient to provide a statutory reserve of 10% required 
in respect of Post Office savings deposits in existence at 
that time. Most of the gold refined at the Mint was 
acquired by the Exchange Fund Account where it 
became part of official holdings of gold and United 
States dollars. Some newly-mined gold in the form of 

9 A departure from this practice was the withholding of 
$6 million of bullion by a Canadian producer in early 1948 in 
anticipation of a price change.  

gold or quartz ores, concentrates, or precipitates, which 
could not economically be treated in Canada because 
of its nature or location, was exported to the United 
States for refining. 

Gold production available for export was calcu-
lated as the value of gold transferred from the Depart-
ment of Finance, after refining at the Mint, to the 
Exchange Fund Account, 10  together with the value of 
the small amount of exports for refining in the United 
States. The calculation was thus as follows: 

10 Beginning in December 1953 transfers which had been 
made previously for some years regularly each Tuesday were 
made when the available accumulation reached a certain level. 
The effect at that time was to increase the frequency of ship-
ments and to reduce the monthly variation arising from their 
timing. 

Gold production available for export 

equals 

Refined gold received from the Mint by 
the Exchange Fund Account 

plus 
Raw gold or concentrates exported directly 
by Canadian mines 

equals 

Gold production 
less 

Sales for consumption in the arts and industry 
and 

less 
Net increase in any gold held by producers before 
the refming stage whether at the mine, in transit, 
or at the Mint, and in Government-owned stocks 
at the Mint. 

Although for the purposes of constructing balance 
of payments estimates a physical movement across a 
frontier may normally be taken as an indication of an 
international transaction (a change in ownership), this is 
not so with respect to gold transactions. The metal is 
often sold or bought internationally without actual 
physical movements, such transactions being reflected in  

changes in gold held under earmark, e.g., gold stored in 
the vaults of the central bank of one country for account 
of residents of another. It may be moved from one 
country to another across frontiers without change in 
ownership. In 1939 and 1940 earmarked stocks of gold 
in Canada rose, on balance, by $1.5 billion and the 
actual movements of gold into and out of earmarked 



stocks, particularly around the middle and end of 1940, 
were very much larger than this figure suggests.' 1  These 
foreign-owned stocks in Canada had, of course, no impact 
on Canada's balance of payments, notwithstanding the 
fact that they crossed its frontiers. Incorporating such 
transactions into the schema shown above, the source 
and disposition of monetary gold in Canada could be 
set out as follows: 

Source 	 Disposition 

Gold production avail- Physical exports from 
able for export Canada (sales for re- 

lus fining abroad 	or 	by 
the 	Exchange 	Fund 

Physical 	imports from Account, or removal 
abroad (purchases by of foreign-owned gold) 
the 	Exchange 	Fund plus 
Account 	or 	foreign- 
owned gold for safe- Net increase in official 
keeping) holdings of gold 

plus 
Net 	increase 	in 	ear- 

marked stocks of for- 
eign-owned gold. 

With very minor exceptions these schema portray 
the international gold transactions of Canada during the 
1940's. 

A description of the methodology surrounding 
gold transactions for the years between 1926 and 1939 
appears in The Canadian Balance of International Pay-
ments, A Study of Methods and Results. 12  The con-
ceptual frame was not greatly different, although the 
institutions and detail varied. 

Changes which occurred subsequent to the 1940's 
added greatly to the statistical complexity but did not 
generally affect the conceptual basis of the series. 

In 1948 the Emergency Gold Mining Assistance 
Act was introduced. This provided for subsidies on 
social grounds to high cost producers who might not 
otherwise have been able to continue in production. 

In 1950 transactions in gold led for the first time 
to the acquisition by Canadian authorities of gold held 
abroad under earmark for Canadian account. 

In October 1951 Canadian gold producers were 
granted access to private markets abroad in which gold 
sold at premium prices following a change of policy by 
the International Monetary Fund regarding premium 
sales generally. Producers selling gold to premium mar-
kets were not eligible for assistance under the Emergency 
Gold Mining Assistance Act. 

11 George S. Watts. "The Bank of Canada during the War 
Years." Bank of Canada Review, April1973, p. 11. 

12 (Catalogue 67-D-52), Chapter X. 

In the latter part of 1967 and early 1968 the 
industrial countries co-operating in the Gold Pool used 
massive amounts of their gold reserves in an effort to 
stabilize the price in the free market. In March 1968 the 
Governors of the central banks of the contributing 
members of the Pool announced that they were stopping 
such sales and that they had agreed on new arrangements 
in respect of gold. These involved two separate markets, 
an official market among monetary authorities in which 
the price remainecLal U.S. $35 an ounce, and a free mar-
ket in which the price would move in response to the 
balance of supply and demand. Canada was not a member 
of the Pool, but it responded affirmatively to an invita-
tion to co-operate in the new arrangements. Canadian 
producers of gold who did not wish to qualify for 
assistance under the Emergency Gold Mining Assistance 
Act remained free to sell their output in the free market 
at prevailing prices. Those who wished to qualify were 
still required to sell their output to the Mint at the 
Canadian dollar equivalent of U.S. $35 an ounce. Instead 
of transferring gold it purchased to the Exchange Fund 
Account for inclusion in Canada's official reserves, how-
ever, the Mint thereafter would sell its gold in the free 
market, with the Bank of Canada acting as its agent.' 3 

Pending the establishment of new statistical con-
ventions, Canadian gold production available for export 
continued temporarily to be reflected as a current 
account credit. Any unsold stocks were thereafter 
treated as official non-monetary external assets and 
changes in them were reflected as capital movements. 
With rising prices in the free market, Canadian gold 
producers found it increasingly advantageous to sell 
their production on the open market and forego assis-
tance from the government under the Emergency Gold 
Mining Assistance Act. In 1972 all gold was so sold.' 4  

During this period a growing market for gold 
developed in Canada, not only in outright sales of 
bullion but also in gold certificates. Canadian banks in 
particular became significant purchasers and sellers of 
both Canadian and foreign gold production. Little 
information could be obtained about the ultimate 
purchasers of bullion. While the statistics continued 
to be based upon the assumption that gold sales to the 
private sector which could not be specifically identified 
as being Canadian-owned represented sales to non-
residents, it is believed that from time to time significant 
amounts may have been held by residents of Canada. 

By early 1973 data were developed to permit a 
treatment of non-monetary gold transactions which was 
more appropriate in the light of the altered role of gold 
in monetary affairs and the changed marketing of 
Canada's production. Accordingly from the second 
quarter of 1968 sales and purchases of non-monetary 
gold between Canadians and non-residents were included 

3 Bank of Canada. Annual Report of the Governor to 
the Minister of Finance for the Year 1968, p. 11. 

14 Debates of the Senate, 18 April 1973, p. 557. 
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with other commodity transactions while resident hold- 
ings of gold in Canada, apart from those of the Exchange 
Fund Account, were no longer considered a foreign asset. 

Although the agreement of March 1968 was termi-
nated in November 1973, the treatment currently fol-
lowed with respect to gold transactions seems to continue 
to be appropriate. 

Area allocation - The inclusion as an export of 
gold production acquired by the domestic monetary 
authorities as part of their international reserves created 
a problem of area allocation. If gold sold to the monetary 
authorities is to be treated as an export, to what country 
is it to be supposed that it was exported? Although in 
some of the statements published since 1965 the item 
was not allocated regionally, in most of the Canadian 
balance of payments statements gold production avail-
able for export appeared by convention as an item in 
Canada's current account with the United States. The 
reason is that historically most of the gold produced in 
Canada had been sold in the United States where Canada 
has normally had balance of payments deficits on current 
and capital account. Moreover, Canadian gold sold to 
third countries had not normally been in settlement of 
balances with them. 

Sources and Methods 

The pre-war 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 sub-
ject to the accuracy and comparability as to timing of the 
basic sources employed. Descriptions of the method fol-
lowed for the period from 1926 -39 appear in Chapter X 
of The Canadian Balance of International Payments, 
A Study of Methods and Results and in footnote 1 to 
the table on Canadian gold statistics published by the 
Bank of Canada.l 5 

As noted in the section on description above, 
during the 1940's the series was made up of the refined 
gold received from the Mint by the Exchange Fund 
Account, together with raw gold or concentrates exported 
directly by Canadian mines. 

After Canadian mines were granted access to the 
premium markets in October 1951 the amounts sold 
there were also taken into the series. The estimates were 
made by the Bank of Canada and were derived from a 
case by case examination of gold export documents, 
together with information supplied by some of the 
mines. After the first quarter of 1968 new gold produc-
tion acquired by the Mint was no longer sold to the 
Exchange Fund Account but was disposed of in the free 

15 Bank of Canada. Statistical Summary 1950 Supple-
ment, p. 123.  

market by the Bank of Canada as agent for the Mint. 
The Bank of Canada estimates of gold production avail-
able for export were pieced together during this period 
from three sources: reports from mines on their sales of 
gold, changes in the gold inventory at the Mint, and sales 
of gold by the Bank of Canada on behalf of the Mint. 
The mines' sales were not fully reported and estimates 
of values and in some cases of quantities had to be made. 
Changes in inventories at the Mint were valued at the 
average prices obtained by the Bank of Canada. With 
increasing amounts of gold production being sold by 
the mines on their own behalf, and only fragmentary 
reporting, accuracy of the series became increasingly 
suspect and early in 1972 the Bank of Canada ceased 
to provide estimates. For a time thereafter rough approx-
imations were made in the Balance of Payments Division 
on the basis of a variety of information available. For 
1972 the estimate was as follows: 

Millions of dollars 

Gold production ........... 120 
Less - Use in the arts and indus- 
try................... 14' 

Gold production available for ex- 
port .................. 106 

I At the time of writing available evidence indicates that 
the estimated value of gold used in the arts and industry should 
have beer of the order of $33 million. 

It will be noted that the estimates between 1951 
and 1973 were based on a number of assumptions which 
are not tenable. First, it was generally assumed that all 
private sales by the mines were to non-residents of 
Canada. In a few cases where gold holdings were identi-
fied as being in the hands of residents an offset was 
created through an entry in the capital account showing 
an increase in Canadian-owned external assets; this was 
reversed when the holding was sold. (Any unidentified 
holdings of Canadian residents contributed to an out-
ward movement in errors and omissions.) Second, the 
gold inventory at the Mint (official holdings of non-
monetary gold) was similarly treated as an external 
asset. Since in neither case was the gold in monetary 
hands (or, after 1968, eligible for monetization), the 
treatment represented a questionable extension of the 
basic concept. It was, moreover, statistically improper 
to calculate the value of production available for export 
by applying current values to both increases and de-
creases in the gold inventory at the Mint, although the 
amounts were sufficiently small that the error was 
hardly of statistical consequence. 

After the introduction in March 1968 of the two 
separate markets for gold, efforts were made to develop 
a new methodology which would put non-monetary 
gold on the same basis as any other commodity. As a 
result of the completion of new reporting arrangements 
this became possible in 1973 when data were revised 
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back to the second quarter of 1968. Essentially the cur -
rent account now reflects insofar as possible net (physi-
cal) exports of non-monetary gold plus net increases in 
identified foreign-owned holdings in Canada of non-
monetary gold. These sales and purchases of non-mone-
tary gold between Canada and the rest of the world 
appear as elements of merchandise exports (Al) and 
imports (BI) as adjusted, and are allocated by area in 
the normal manner. 

The transition involved a statistical discontinuity 
of the likely order of $75 million at the beginning of the 
second quarter of 1968, when Canadian-owned non-
monetary gold previously considered to be a foreign 
asset became under the new concept a domestic asset. 
About two thirds of this represented accumulated hold-
ings of non-monetary gold by the official and banking 
sectors and had been reflected in series D65 (Non-bank 
holdings of short-term funds abroad). The remainder was 
reflected in series D82 (Other short-term capital trans-
actions) mainly through the errors and omissions compo-
nent. If the new concept had been applicable from the 
beginning of time, accumulated net credits on current 
account would have been $75 million lower. 

Changes in official holdings of monetary gold have 
been included consistently in series K4 (Official monetary 
reserves). 

Linkages and Relationships 

CANSIIM Databank Series - These are listed in 
Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part I (Goods and Services, and Transfer 
Payments), Item A (Goods and services), 2 Non-monetary 
gold. 

Tables 11(a) and (b) Non-monetary Gold. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item A (Goods 
and services), 2 Non-monetary gold. 

Table 11(b) Non-monetary Gold. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Component of Exports 
of goods and services in Table 2, Gross National Expen-
diture, and subsidiary tables. 

Financial Flow Accounts (Catalogue 13 - 002) - 
Not relevant. 

Series Availability 
Evaluation 

Series covering gold production available for export 
for 1926 through 1939 were constructed from sources 
which were not entirely accurate or consistent as to 
timing. The source and disposition estimates prepared 
by the Bank of Canada (op. cit.) indicate the possibility 
of serious problems in some specific years. 

From 1940 through most of 1951 the channels 
followed in the disposition of gold production caused no 
statistical problems and the series has a high level of 
accuracy. 

There was some possibility of a deterioration in 
the sources over the succeeding years, and a marked 
deterioration beginning in the latter months of 1967. 

The new series covering sales and purchases of non. 
monetary gold between Canada and other countries 
constructed in 1973 has been bridged back to the 
second quarter of 1968. (An associated discontinuity 
has been described above.) It is believed to be superior 
in concept and measurement to the earlier series, but is 
subject to the general weakness applicable to the deriva-
tion of flow series involving components of changes in 
stocks subject to wide price fluctuations. 

Annually from 1926 and quarterly from 1946, 
through first quarter of 1968. (Comparable data through 
1972 were published in contemporary reports.) 

Supplementary Data 

Net exports of non-monetary gold (new gold 
production available for export) were compiled by the 
Bank of Canada on a monthly basis from 1936 through 
1969. The series may be found inter alia in Trade of 
Canada: Summary of Foreign Trade (Catalogue 65-001) 
and the Canada Year Book. 

Related Data 

- Canadian gold production - Statistics of Canadian 
gold production are published in Placer Gold Mines, 
Gold Quartz Mines and ('opper-Gold-Silver Mines. 16 

It should be noted that value data for 1971 and 
earlier years reflect the Canadian dollar equivalent 
of production at the Mint's purchasing price. As 

16 Catalogue 26-209 (earlier titles, Gold, Quartz and 
Copper.GoW-Silier Mines and Gold Mining Industry). 
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described on earlier pages, Canadian mines have had 
access to the free market for gold for many years. 
Only those producers wishing to avail themselves of 
subsidies in respect of high cost production under the 
Emergency Gold Mining Assistance Act were required 
to sell their gold to the Mint. To the extent that 
higher prices were realized by other producers or by 
the Mint itself, the values for production are low 
relative to their balance of payments effects. 

- Canadian gold consumption - Jewellery and Silver-
ware Industry, Catalogue 47-211 contains series 
showing the cost of works of fine gold, gold alloys, 
and gold-filled wire and stock as well as waste and 
scrap for remelting and refining, consumed by the 
jewellery and silverware industry. In 1974 the figure 
for the first three groupings was $76.3 million. 
Waste and scrap for remelting and refining, of which 
gold probably made up an important part, amounted 
to a further $7.5 million. 

In 1967 and 1968 there were special issues of 
Canadian gold coin totalling $3.9 million and $2.9 mil-
lion respectively, and more recently the Royal Canadian 
Mint produced a number of $100 Canadian gold coins 
commemorating the 1976 Olympics held in Canada. 
Apart from these gold coinage operations, the Mint 
also produces gold coins for foreign governments and 
gold medals for official and private use. 

- Canadian gold statistics: source and disposition - Esti-
mates of the source and disposition of Canadian gold, 
in quantitative terms, were made by the Bank of 
Canada for the period 1926 through 1968. They will 
be found in Supplements to the Bank of Canada 
Statistical Summary. 

- Gold in Trade of Canada Statistics - Gold in a primary 
or relmed state has been excluded from statistics of 
trade since 1939. From 1952, the standard of exclu-
sion in use has been that suggested by the Interna-
tional Monetary Fund and the United Nations Statis-
tical Office: all gold and gold products in which the 
value of the gold is 801/o or more of the total value. 
The only exceptions to this rule are the inclusion 
under appropriate commodity codes of imports of 
dental gold alloys (code 882-99), exports of collec-
tions of coins at least 100 years old (code 946.49), 
imports of collections of coins (code 946 -40), and 
exports of unissued coin manufactured for a foreign 
government (code 961 - 69). 

Since 1960, records of physical movements of gold 
have been published regularly in Trade of Canada 

Section VII "Special Transactions - Non-trade". This 
category contains transactions which do not have an 
international financial implication or which, for various 
reasons, are better considered in economic analysis 
separately from merchandise trade. The value of these 
transactions was not included in published totals of 
Canadian trade but series with the following codes were 
compiled separately because they had independent 
interest. 

Commodity codel 	 Description 

	

990-05 	Gold unrefined and precipi- 
tates 

	

990.15 	Gold, refined, exported by 
Canadian mines 

	

990 - 25 	Gold, refined, n.e.s. 

	

990-45 	Gold coin 

1 The Export Commodity Classification, Vol. 1 (Cata-
logue 12-521 revised 1 January 1974). The Import Commodity 
Classification, Vol. 1 (Catalogue 12-524 revised 1 January 1974). 

Note: With the exception of code 990-15, the codes 
applied to both exports and imports. 

Beginning in January 1976, however, the above 
series were discontinued and the normal Trade of Canada 
statistics included series with the following codes. 

Commodity code 	 Description 

256. 10 Gold in ores and concentrates 
455-61 Gold 
455 - 68 Gold alloys 
961-61 Goldcoins 

Further adjustments are required for balance of pay-
ments, as described under the merchandise trade series 
Al andBl. 

It is usually possible from examination of indi-
vidual customs documents covering movements of gold 
to identify Canadian bullion as distinct from bullion of 
foreign origin or Canadian-owned as distinct from 
foreign-owned bullion. 

- Gold in Returns to the International Monetary Fund - 
Appendix 6 reproduces Canada's balance of payments 
return to the International Monetary Fund and to the 
Organisation for Economic Co-operation and Develop-
ment for the year 1969. Table 11(b) provides data in 
respect of non-monetary gold in terms of fine ounces 
and values. 

Travel Expenditures 

Codes - A4 Travel receipts 	 Concept 

These series cover receipts and payments arising 
B4 Travel payments 	 out of travel between Canada and the rest of the world. 
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Description 

Receipts on travel account are defmed to include 
all expendifli sy iiunresidents incidental to travel in 
Canada. Among these are international fare payments by 
nnesidents to Canadian carriers, and expenditures in 
Canada for lodging, food, entertainment, local transpor -
tation and all other purchases by travellers of goods and 
services (including gifts). The series thus include any 
purchases of goods to be exported by travellers. 

Payments on travel account are correspondingly 
defined to include all expenditures by residents of 
Canada incidental to travel abroad. Among these are 
international fare payments by residents to non-resident 
carriers, and expenditures abroad for lodging, food, 
entertainment, local transportation and all other pur-
chases by travellers of goods and services (including 
gifts). The series thus include any purchases of goods to 
be imported for personal use by travellers. 

It should be noted that the series cover persons 
travelling for pleasure, holiday, vacation, health and 
other purposes, persons visiting friends or relatives, 
businessmen, officials and delegates to conventions, 
conferences or seminars, students, shoppers, commuters 
and seasonal residents, seasonal and temporary workers, 
cruise passengers, crews or persons engaged in the opera-
tion of plane and truck transport, persons travelling in 
transit who clear Canada customs or immigration, 
diplomats, and military personnel travelling on tempo-
rary duty for less than one year, and their dependents. 
The series accordingly extend well beyond tourism 
per Se. 

A useful summary of factors influencing Canada's 
international travel account will be found in Section V 
of Travel Between Canada and Other Countries 1971 
Historical Supplement, Catalogue 66- 201. 

The series do not conform precisely to the con-
cepts recommended by the International Monetary 
Fund,I 7  as certain data were not available on a historical 
basis. Under those concepts the following items which 
are included in the Canadian series for international 
travel should be shown in other series: 

Receipts 	 IMF concept 

Expenditures of foreign crews 	Other transportation 
and other carrier personnel, 
except those engaged in 
ocean or lake transportation 

Personal expenditures of for. 	Other services 
eign migrant workers and 
commuters 

Payments to Canadian carriers 	Other transportation 
except for local transporta- 
tion 

11 IMF Balance of Payments Manual, Third Edition" 
(1961), p. 83. 

Payments 	 IMF concept 

Expenditures abroad by resi- 	Other transportation 
dent crews and other carrier 
personnel, except those en- 
gaged in ocean or lake trans- 
portation 

Personal expenditures of Ca- 	Other services 
nadian migrant workers and 
commuters 

Payments to foreign carriers 	Other transportation 
except for local transporta- 
tion 

Sources and Methods 

Estimates of travel expenditures have always pre-
sented great difficulty. There are basically three methods 
by which they can be made. 

The currency or exchange method involves the use 
of banking data on transactions in foreign exchange for 
the stated purpose of travel, as well as currency imports 
and exports by banks. This is not a practical approach in 
the Canadian situation where United States currency is 
exchanged with reasonable ease in many parts of Canada, 
and may be re.exported for travel (orother) purposes, 
without passing through the banking system. Moreover 
the amount of foreign currency "float" in Canada in 
tills or other private holdings (which may represent 
either receipts from non-residents or unexpended bal-
ances) is believed to be large and at times volatile. Even 
at the height of exchange control restrictions on travel 
during the forties, repeated efforts in Canada to produce 
travel estimates by the currency approach proved 
unsatisfactory. 

An alternative, descriptively titled the "bed check" 
method, is possible for receipts. It involves identification 
through registers maintained at hotels and other places 
of lodging of "bed nights" of foreign travellers, and the 
application to them of expenditure averages. This method 
has not been used in Canada 18  where administrative 
procedures related to registers appear to be of less official 
concern than, for example, in Europe, and where there 
has been typically a high proportion of very short-term 
travel and a good deal of visiting friends or relatives. 
Paralleling the bed check method are surveys of a con-
sumer expenditure type covering travel expenditures 
abroad of residents. A household survey of this type 
carried out for the first time in 1971, the Canadian 
Travel Survey, was designed primarily to measure 
domestic travel, and data derived incidentally for inter-
national travel proved of limited value. 

18 On occasion, however, the Statistics Canada publica-
tion, Traveller Accommodation Statistics (Catalogue 63 -204, 
formerly Hotels) has provided light on potentials for inter-
national travel receipts which has led to the lowering of some 
unrealistic industry perceptions. 
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The international travel series used in Canada are 
basically of a "frontier-check" type, involving collection 
at the border of numbers of border crossings together 
with some information on lengths of stay. Expenditure 
surveys mainly by questionnaires are then used to derive 
a variety of averages which are applied to particular 
segments of travel. 

The complexity of this operation is often not 
appreciated. In the course of a year more than 3,500 
individual expenditure averages are derived and matched 
carefully against a corresponding number of volume cells. 

From time to time special "auto-exit" surveys 
have been undertaken by federal or provincial tourist 
agencies in association with Statistics Canada. These 
rather expensive projects avoid some of the potential 
problems inherent in the methodology used on a con-
tinuing basis, and make it possible to obtain more 
extended detail of marketing interest. 

Estimates of international travel receipts and 
expenditures are made in the International Travel 
Section of the Financial Flows and Multinational Enter-
prises Division of Statistics Canada. A more detailed 
description of the sources and methods employed by 
the Section will be found in Appendix 9 

A particularly interesting aspect of these estimates 
is that the Canada - United States components are derived 
from a co-operative effort of the statistical authorities 
in Canada and the United States, with each country 
assuming responsibility for those elements which it can 
most effectively and economically produce. The esti-
mates are accordingly fully compatible. 

Evaluation 

It has already been noted that estimates of inter-
national travel receipts and payments present great 
difficulty. In 1974 crossings of the Canadian border 
by residents and non-residents exceeded 71 million. 
Some of these trips involved virtually no international 
expenditure, while others involved very large amounts. 
The effort to measure accurately and effectively these 
vast flows without impeding them represents a major 
challenge - 

There may, of course, be problems in the identifi-
cation of travellers and it seems clear that a relatively 
large number of immigrants may have arrived in Canada 
at times under the guise of foreign visitors. It is reason-
able to assume, however, that their numbers and the 
volume of their funds involved would be small in rela-
tion to the vast flow of bonafide traveL 

Whatever weaknesses may exist in measures of 
international travel receipts and payments arise from 
the two basic groups of elements, the counts or volume, 
and the expenditures or price, each of which presents 
problems. 

Border counts are carried out by port officers. 
The responsible departments have always been most 
sympathetic and co-operative in endeavouring to meet 
statistical needs. The fact remains, however, that for 
port officials the statistical needs have generally repre-
sented a burden only indirectly related to their raison 
d'être. At times changes in administrative procedures in 
response to over-riding needs to speed the flow of traffic 
have led to distortions in the numbers, and occasionally 
there have been difficulties related to the use of counts 
as performance indicators of work load. 

As the detailed descriptions in Appendix 9 indi-
cate, the expenditure surveys are subject to double 
hazards. The same pressures on port officials which may 
impair border counts may also impinge on the systematic 
distribution of questionnaires. Moreover there is no way 
of ensuring in the voluntary surveys used that respon-
dents are representative of all travellers. 

On several occasions major examinations of these 
problems have been undertaken interdepartmentally and 
have led to intensified efforts to improve the measures. 

Some validation is possible from the series of 
special "auto-exit" surveys carried out for the tourist 
industry. These may ensure a statistically proper sample 
although the possibility remains of bias in the responses 
themselves. On the whole, these studies have yielded 
results at the aggregative level which were reasonably 
close to those of the general methodology. 

While the global estimates are considered to be 
reasonably reliable, the level of accuracy declines sharply 
for bilateral data, particularly for the smaller areas. 

The international travel account as a whole requires 
continuing scrutiny as do most major elements of the 
balance of payments. 

Linkages and Relationships 

CANSIM Databank Series - These are listed in 
Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 1 (Goods and Services, and Transfer 
Payments), Item 5 Travel. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Sumnary,Part A (Goods 
and Services), Item 5 Travel. (For conformity to concept 
see section on description.) 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Components of Exports 
of goods and services and of Imports of goods and 
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services in Table 2, Gross National Expenditure, and 	Supplementary Data 
subsidiary tables. 

See Appendix 9. 
Financial Flow Accounts (Catalogue 13- 002) -- 

Not relevant. 
Mutual Aid to NATO Countries 

Series Availability 	 Code— BlO 

Annually from 1926 and quarterly from 1946 
	

Note - This series is covered with code A2. 

Interest and Dividends 

Codes - A15 Interest and dividend receipts 
B15 Interest and dividend payments 

Concept 

These series cover the principal receipts and pay. 
ments of investment income between Canada and the 
rest of the world. Some other elements are covered in 
the miscellaneous income components of series A23 and 
B23, Other service receipts and payments. 

Description 

Receipts of interest which are covered in this 
series include interest on bonds and debentures held 
directly by residents of Canada, interest on intergovern-
mental loans and advances, and the income on Canada's 
net official monetary assets. Receipts of dividends cover 
those received by Canadian shareholders of foreign 
corporations and in addition the net profits earned by 
unincorporated branches abroad of Canadian companies 
apart from banks and insurance companies. 

Excluded from this series but included in the 
miscellaneous income component of A23, Other service 
receipts, are interest on export credits, bank deposits, 
treasury bills and other short-term claims on non-
residents, the net revenues from non-residents of Cana-
dian insurance companies, and the revenues of Canadian 
banks from non-residents. 

Payments which are covered in this series include 
interest on bonds and debentures held directly by non-
residents of Canada, dividends paid directly to foreign 
shareholders of Canadian corporations, and the net 
profits earned in Canada by unincorporated branches of 
foreign companies apart from insurance companies. 

Excluded from this series, but included in the 
miscellaneous income component of B23, Other service 
payments, are interest on bank deposits, treasury bills, 
commercial and finance paper and other short-term 
claims on residents of Canada, interest on bank loans, 
mortgages, and all other forms of long-term debt apart 
from bonds and debentures, the net revenues in Canada  

of foreign insurance companies and the net expenses 
abroad of Canadian banks. Also covered in series B23 
are rentals and payments of investment income arising 
from estates, trusts, management and safekeeping 
accounts, and other assets under administration by 
Canadian financial intermediaries for the account of 
non-residents. 

All the amounts, whether receipts or payments, 
are recorded net after deduction of withholding tax 
where applicable. 

This somewhat curious distribution of investment 
income between two sets of series represents for the 
most part the influence of institutional and statistical 
factors rather than of concept. It has .been retained to 
preserve the historical continuity of long standing series. 
The hard core of the interest and dividends account was 
established many years ago when the income on inter-
nationally held short-term claims was relatively unim-
portant because of both the small volume of such claims 
and the low rates of interest applying to them. The 
investment income estimates were accordingly related 
almost directly to estimates of foreign long-term invest-
ment in Canada and of Canadian long-term investment 
abroad. These elements of Canada's international invest-
ment position were indeed developed in part as a foun-
dation for estimates of investment income for use in the 
balance of payments. The receipts series for interest and 
dividends were subsequently extended to include interest 
on intergovernmental loans and advances, and the 
income on Canada's net official monetary assets. As they 
became of significance, items of investment income 
which were not formally based on the investment posi-
tion records were included in the basket category now 
represented by series A23 and 1323, other services, where 
since 1946 they have been identified as a separate sub-
component, miscellaneous income. Further elaboration 
of the individual elements may best be left until the 
discussions of sources and methods under the appro-
priate series. 

It may be useful here to set out the rather special 
case of branch profits. While the branch form of organi-
zation may have an accounting structure as fully articu-
lated and sophisticated as that of a subsidiary company, 
typically the accounting arrangements are much more 
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primitive. Even where the branch has an independent 
set of accounts the financial relationship between it 
and its home office may frequently be reflected in a 
single control account. When under such circumstances 
the home office determines that excess funds should be 
transferred from the branch, the remittance will simply 
be charged against the control account. Since the bal-
ance in this account will have originated from many 
sources, for example the provision of goods, services 
or financial resources to the branch, as well as the profits 
generated within it, there is neither need nor means of 
identifying the "source" of the specific remittance. The 

I ponention adopted by balance of payments statisticians 
I finternationally has been to regard the full measure of 
I/after-tax earnings of the branch as having been paid to 

the home office, as indeed may be deemed to have 
occurred both because the branch itself has no legal 
identity as such and because the earnings stand to the 
credit of the home office in the control account. To the 
extent that the funds are not withdrawn within the 
period, an investment has been made in the branch by 
the home office and this is reflected in an appropriate 
entry in the direct investment series of the capital 
account. 

While branch profits generally are treated with 
dividends as similar income transfers, an exception is 
made in Canadian statistics in respect of branch opera-
tions in the fields of banking andJ.niraie. In the case 
of these institutions a substantial volume of management 
and investment services is typically supplied by the home 
office, but for a variety of reasons these services are 
often not fully articulated within the accounting systems. 
Accordingly the revenues have a rather special meaning. 
To the extent that services rendered to their foreign 
insurance operations by home offices have not been 
reflected in their accounts, revenues derived from the 
operations cover a mix of service and entrepreneurial 
income. The same situation applies in the case of banks, 
but here the numbers have an even more special meaning 
for very substantial interest costs may be paid by the 
head office to residents of Canada for the funds employed 
outside Canada. With the revenues largely on one side of 
the border but the expenditures against them on the 
other, receipts accruing to Canada from these operations 
can hardly be thought of as profits. It is for reasons 
such as these that insurance and banking have been 
treated differently from other branch operations. 

With the single exception of branch profits, 
investment income appears in the balance of payments 
on a payments basis, i.e., it is recorded when the amount 
is paid or placed to the credit of the payee. In the Cana-
dian balance of payments as currently constructed, the 
undi~tributed earnings accruing to foreign shareholders 

) 

whether e not re ected. good 
case can be developed that their incorporation, at least 
insofar as direct investments are concerned, would 
represent a useful extension of the balance of payments, 
and it may be noted that this is the concept adopted by  

the International Monetary Fund. A discussion of mea-
sures of undistributed earnings will be found in a separate 
note in Part VII. 

In the absence of full measures of retained earnings 
a question arises as to the treatment which should be 
accorded st2ç._diyj.js. The convention which has 
been followed in Canada for many years is that stock 
dividends paid by wholly-owned subsidiaries to their 
parent companies should be reflected as investment 
income in the current account of the balance of pay-
ments, with offsetting transactions under direct invest-
ment in the capital account. Thus it is assumed that the 
decision to capitalize earnings of a wholly-owned sub-
sidiary is tantamount to the remittance of the funds to 
the parent and a decision by the parent company to 
re-invest them on a permanent basis in the subsidiary. 
Purists may at times argue that no international trans-
action has occurred. This perception is, however, a 
rather legalistic one and there are many types of trans-
actions articulated elsewhere within the balance of pay-
ments where receipts and payments are offset or short-
circuited within the country. 

It may be useful to elaborate briefly here on two 
sets of relationships, those between income transfers and 
earnings, and those between data for income transfers 
and for the values of investment. 

Transfers of income internationally are not on the 
whole as closely related to the pattern of earnings as is 
often expected. Companies with wide public ownership, 
conscious of the attraction for their shareholders of 
regular income, tend to establish dividend policies which 
are relatively stable, generally showing comparatively 
smaller variations in pay-outs than in earnings. 19  But 
companies with wide public ownership represent only 
one part of foreign investment in Canada, and not far 
short of one half of all the dividend payments made to 
non-residents are paid by wholly-owned subsidiaries of 
foreign companies. To these a wide range of influences 
apply. While the distribution of earnings to public share-
holders represents a final disposition of the resources 
of an enterprise, the payment of a dividend by a wholly-
owned subsidiary to its parent company represents 
merely a transfer within the enterprise to which they 
remain available unless and until they are distributed to 
its ultimate owners. In these circumstances, decisions 
with respect to the payment of dividends are likely to 
be determined in the light of the fmancial needs of the 
various parts of the enterprise, of conditions in money, 
capital and exchange markets, and of the interaction of 
the tax systems in the host and home countries. All 
these considerations may be either current or prospec-
tive. At times special influences such as guidelines and 
similar balance of payments intervention in Canada or 
elsewhere may affect the pattern of distributions. 

JO John Lintner. Distribution of Incomes of Corporations 
Among Dividends, Retained Earnings, and Taxes. American 
Economic Review, Vol. XLVI, May 1956. 
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Moreover, the transfer of the resources generated 
by earnings may under some combinations of conditions 
be more advantageously accomplished through capital 
transfers between subsidiaries and parents. When a parent 
company investment is represented in part by debt of a 
subsidiary, the distinction between a dividend payment 
on the one hand, and a repayment of debt with a simul-
taneous increase in undistributed earnings on the other 
hand, has only limited signiflcance. (This it will be noted 
is a further argument for the desirability of inclusion in 
the current account of the balance of payments of 
earnings accruing to foreign direct investors rather than 
the part of them which is formally transferred as invest-
ment income.) 

Income transfers will usually involve a shift, 
immediately or ultimately, in liquid resources. In general, 
the liquidity of a company, apart from the effects of 
debt transactions, will be determined by its earnings, by 
such non-cash charges to its earnings as depreciation and 
depletion, and by its requirements for the financing of 
capital expenditures and net increases of inventories. 
With the interplay of this set of variables, a moderation 
in economic activity may in some circumstances lead to 
larger amounts being available for transfer. 

Transfers reflected as interest and dividends do not 
for a number of reasons correspond precisely in coverage 
with specific series on non-resident investment in Canada 
which are described in Part IV. Among them is the fact 
that the estimates of non-resident investment in Canada 
do not include the extensions abroad of these enterprises. 
On the other hand, interest and dividend payments may 
reflect the transfer abroad of earnings generated originally 
by a foreign subsidiary. Moreover, interest on long-term 
indebtedness other than bonds and debentures is an 
element of miscellaneous income in series B23 rather 
than of interest and dividend payments. 

Sources and Methods 

Receipts of interest on intergovernmental loans 
and advances, and the income on Canada's net official 
monetary assets are derived from official accounting 
records. The income on loans and advances is particu-
larly straightforward, with perhaps two exceptions. No 
allowance is made in the balance of payments in respect 
of the interest foregone under the concessionary rates 
applicable to the "soft" development loan programme 
described under series D4 1 in Part III. Nor is any entry 
recorded in respect of deferrals of interest under the 
terms of the 1946 loan to the United Kingdom.2 0  

The measurement of income on Canada's net 
official monetary holdings is somewhat more compli-
cated, but comprises the following: 

20 See also comments under series D45 in Part III and in 
the note on the "basic" balance in Part VI. 

Exchange Fund Account: 
- amortized discount on foreign treasury bills and 

interest received or accrued on other foreign 
investments; 

- interest earned on net holdings of Special Drawing 
Rights in excess of total allocations; 

- interest earned on loans to the International 
Monetary Fund under the General Arrangements 
to Borrow or the Oil Facility; 

- transfer charges received on loans to the Inter -
national Monetary Fund; 

- trading profits on transactions in foreign securities 
(since investments held by the Exchange Fund 
Account are believed to be largely short-term, 
gains or losses on transactions in them have been 
considered to be equivalent to adjustments in 
effective investment yields). 

Bank of Canada: 
- amortized discount on foreign treasury bills and 

interest received or accrued on other foreign 
investments; less 

- interest on money employed liabilities related to 
Canada's official monetary assets. 

Minister of Finance: 
- dividends received from the International Mone-

tary Fund; and 
- interest on positions with the International Mone-

tary Fund;less 
- service charges on use by Canada of EMF resources; 

less 
- interest paid to non-residents on drawings under 

lines of credit;and less 
- charges paid to non-residents on standby lines of 

credit. 

Estimates of interest receipts on Canadian port-
folio holdings of foreign bonds are constructed on the 
basis of the estimated holdings described in Part IV. 
Interest on issues of which Canadian holdings are large, 
normally those originally placed in Canada, are calcu-
lated explicitly. Interest on the remainder of the hold-
ings is then calculated, using arbitrarily established 
coupon rates. Interest accruing on other investments 
abroad is derived from item IV(aXl) of the schedule 
BP-21, Report of transactions between Canada and 
other countries. 2  1  (The part of this interest which 
cannot be identified specifically as portfolio has been 
included with receipts of dividends on direct investment, 
to preserve historical continuity with series antedating 
the separation of interest and dividends.) 

21 All the schedules referred to in this section are repro-
duced in Part V. 
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TABLE 11.3. Published Detail of Interest and Dividends 

Receipts 

Interest Dividends 

Catalogue Issue Years Table By By 
area,2  area,2  

T ot By 
area' 

By 
area2  

direct 
and T 	i ota By 

area 1  
By 	direct 

area 	and 
port- port- 

No. folio folio 

1 67-D-52 1939 1927-37P 12 
2 1926-37P XXVI 
3 1926-37P XXVII 
4 1928/33/36 XXVIII 

5 67-501 1926-48 1927/38/46 31 
6 1938/46 32 
7 1938/46 333 I 

8 1938/47 343 S • 	S 

9 1926-48 XXVII 
10 1938-48 XXVIII S S 

11 67-505 1946-65 1946-65P 5.06 
12 1947-65PQ 5.07 5 

13 1952-65PQ 5.07 S • 
14 1947-510 5.08 
15 1951 5.08 
16 1952-65PQ 5.08 
17 1947-65PQ 5.09 
18 1952-65PQ 5.09 
19 1947-51Q 5.10 
20 1951 5.10 
21 1952-65PQ 5.10 
22 SY 1939-64 5.11 
23 SY 1938-64 5.11 
24 1958(60/62/64 5.13 
25 SY1938-64 5.15 
26 SY 1938-64 5.16 
27 SY1955-64 5.16 

28 67-201 various4  1965-74P 8 S S 5 5 

29 1965-74PQ 95 5 

30 1965-74P 10 
31 1964/66 126  

32 67-202 1926-67 1946-68 XXXI-XXXIV 
33 1926-68 XXXV 
34 SY 1938-66 XXX VII 
35 1926133/36138-68 XXXVIII S S S  

36 1946-68 XXXIX 

37 1968-70 1946-70 34-37 
38 1926-70 38 
39 1928/33/36/38 - 70 40 S 
40 1946-70 41 

41 1971-73 1960-73 34-37 
42 1960-73 38 
43 1960-73 40 5 5 

44 1960-73 41 S S 

1 United States, United Kingdom, Rest of Sterling area, Other OECD in Europe, Other countries. 
2 United States, United Kingdom, Other countries. 
3 Designated as a statement rather than a table. 
4 To time of writing, issues for 1965 - 70, 1971, 1972 and 1973 and 1974. 
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TABLE 11.3. Published Detail of Interest and Dividends 

Payments Interest and dividends 

Interest Dividends Receipts Payments 

By By 
area,2  By 

By 
area,2  United By area 2  

Total By 
area 1  

By 
aTea2  

area,2  
class of currency Total Total 

industrial 
By 

areat 
By 

area2  area.2 direct 
and port- controlled 

States-  

issuer of 
payment 

industrial folio - companies Direct Portfolio 
Industrial No. 

• • • 2 • S 3 
4 

• S  5 • • 6 
• 7 

8 • S S S 9 
10 

• . Ii 
12 
13 

• 14 • . 15 • . 16 
17 
18 

• 19 • 20 • 21 
22 • 5 23 • 5 	i  24 

• 25 
26 

• 27 

• • 28 • 29 • 5 30 • 31 

• • 32 • S • 5 33 
S 34 

35 
36 

• S 37 • 1 38 
39 
40 

• 5 41 • 42 
43 
44 

SFor current figures see Table 6 in Catalogue 67.001. 
6 Issue for 1965-70 only. 
Note: Series are annual except for those marked Q (Quarterly). 

SY designates Selected Years. 
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Dividends received on Canadian direct investments 
abroad are derived from item IV(aX2) of the schedule 
BP-21, and net profits of unincorporated branches 
abroad are derived from items IV(c) and (d). Dividend 
receipts on Canadian portfolio holdings of foreign stocks 
are based on the estimates of holdings described in 
Part IV. Benchmark estimates of receipts are constructed 
from time to time by applying identified dividend rates 
to holdings of specific issues, with appropriate allowances 
for incomplete coverage and for withholding taxes. This 
estimate is projected on the basis of identified changes in 
dividend rates and in holdings based upon the series for 
international security transactions described under D35, 
D37, and D38 in Part III. 

Quarterly estimates of receipts are pieced together 
from a number of sources. Interest on intergovernmental 
loans and the income on Canada's net official monetary 
assets are, of course, available from official records. The 
estimation quarterly of interest receipts on Canadian 
portfolio holdings of foreign bonds parallels that for 
annual estimates. Interest receipts for the major direct 
investment enterprises are available from item IV(a)(l) 
of the schedule BP-2 1 A, Report of transactions between 
Canada and other countries. Similarly the dividends 
received on major Canadian direct investments abroad 
appear in item IV(a)(2) of the schedule BP- 21A, while 
net profits of unincorporated branches abroad are 
projected from items lV(c) and (d) of the schedule 
BP-21, Report of transactions between Canada and 
other countries. Quarterly distributions of dividend 
receipts on portfolio holdings of foreign securities are 
constructed in the same manner as the annual estimates, 
using a sample of the larger holdings of issues as the 
basis of the quarterly pattern. 

Turning to payments, the interest on foreign 
holdings of Canadian bonds and debentures is projected 
from benchmarks established at irregular intervals. These 
are constructed in great detail using all the individual 
issue data employed in the estimates of foreign holdings 
of these securities described in Part IV. The benchmark 
estimates are made by geographic area, currency, and 
quarter of payment, with allowances for tax withheld. 
The weighted average interest rates on identified holdings 
in each category of bonds are applied to the unidentified 
"trading adjustments", and for the quarterly benchmark 
estimates the resulting interest adjustment is distributed 
evenly over the four quarters. Quarterly projections 
reflect the impact of exchange rate variations, specific 
new issues and retirements, and the estimated effects of 
trading in outstanding securities. (Interest paid on bonds 
and debentures held by principal owners is treated as 
direct investment income in subsidiary detail but, in 
contrast to the treatment on the receipts side, is not 
shown in any series as dividends. The amount involved 
on the payments side is small.) Item lV(b)(2) of the 
schedule BP-21 is not used directly but plays a role in 
estimates of miscellaneous income payments in series 
B23. 

The annual estimates of dividend payments 
comprise a number of elements. Item IV(b)(l) of the 
schedule BP-21 provides data for dividends paid to 
non-residents by foreign-controlled enterprises in Canada 
and by those Canadian-controlled enterprises which are 
covered by the survey; the treatment of stock dividends 
has been described earlier. Corresponding information in 
respect of other enterprises is obtained from the applica-
tion of publicly announced dividend rates to the invest-
ment position records described in Part IV, from schedule 
BP-52, Geographical distribution of ownership of capital 
or, where this is not used from schedule BP-23 Payment 
of dividends. From time to time a full benchmark esti-
mate of dividend payments to non-residents by Canadian-
controlled companies is constructed on the basis of the 
investment position records, and the results are used to 
determine and project the payments by the smaller 
companies which are not covered explicitly each year. 
Items I(c),(g) and 11(c) of the schedule BP-22, Report 
on investment in Canada of non-Canadian corporations, 
are used to derive the net profits in Canada of unincor-
porated branches which are included with dividend 
payments. 

As in the case of receipts, the series are after 
deduction of applicable withholding or other taxes in 
Canada. 

Quarterly data in respect of enterprises wholly-
owned abroad are projected on the basis of items 
IV(bXl) of schedule BP-21A, Report of transactios 
between Canada and other countries, and items I(c),(g) 
and 11(c) of the schedule BP-22A, Report on investment 
in Canada of non-Canadian corporations, supplemented 
in some cases with profit data reported to the Business 
Finance Division on other schedules. Quarterly data in 
respect of publicly-owned Canadian companies are 
constructed from the application of announced dividend 
rates to a sample drawn from the investment position 
records. Rough allowances are made for the impact on 
this sample of trade in outstanding issues. 

Evaluation 

Receipts by Canada of interest on intergovern-
mental loans and of income on net official monetary 
assets are based on accounting records and are complete 
and accurate. Estimates of income on portfolio holdings 
of bonds are much weaker, particularly in the case of 
receipts. This weakness originates in the estimates of 
holdings whose construction is described in detail in 
Part IV. Estimates of dividend receipts and payments 
are believed to be reasonably accurate. Some weaknesses 
undoubtedly exist in the series for portfolio holdings 
both of bonds and stocks arising from the use of inter-
national nominees or other intermediaries, although 
rough allowances for them are made in the miscellaneous 
income components of series A23 and B23. For further 
details the reader is referred to the notes on those series 



- 79 - 

and to the description of the miscellaneous investment 
components of Canada's international investment posi-
tion in Part IV. 

Linkages and Relationships 

CANSIM Databank Series - These are listed in 
Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part I (Goods and Services, and Transfer 
Payments), Item 6 Investment income covers in addition 
to series A15 and B15 the miscellaneous income compo-
nents of series A23 and B23. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Part A (Goods 
and Services), Item 6 Investment income covers in  

addition to series A15 and B15 the miscellaneous 
income components of series A23 and B23. 

National Income and Expenditure Accounts (Cata-
logues 13 -001 and 13 - 201) - Components of Exports 
of goods and services and of Imports of goods and 
services in Table 2, Gross National Expenditure, and 
subsidiary tables. 

Financial Flow Accounts (Catalogue 13 -002) - 
Not relevant. 

Series Availability 

Annually from 1926 and quarterly from 1946. 

Supplementary Data 

See Table 11.3. 

Freight and Shipping 

Codes - A21 Freight and shipping receipts 
,j B2 1 Freight and shipping payments 

Concept 

These series measure the transactions of Canadian-
operated carriers with non-residents and the transactions 
by Canadian residents with non-resident operated carriers 
arising from an international exchange of services 
pertaining to the movement of commodities. The term 
"carrier" includes ocean ships, lake vessels, aircraft, 
rail, trucks and pipelines. 

Description 

Since Canada's exports and imports are in principle 
recorded f.o.b. (free on board) place of lading, inter-
national charges in respect of freight and shipping on 
trade are recorded separately in these series. 

Receipts arise from the activities of Canadian-
operated carriers transporting exports (both inland and 
beyond the borders of Canada) and foreign-owned goods 
both in transit in Canada and between foreign ports, 
from chartering vessels to non-residents, and from the 
expenditures in Canada of foreign carriers (other than 
airlines). 

yments arise from the transportation by non-
resident carriers of imports to Canada (including inland 
freight charges in other countries) and of Canadian 
commodities (in particular oil and natural gas) in transit 
through the United States or in Canada, expenditures 
abroad by Canadian carriers (other than airlines), and  

payments made to non-residents for chartering vessels. 

The structure of Canada's freight and shipping 
account has undergone rather more change over the 
years than is immediately apparent. The carriage of 
Canada's trade by ships under Canadian registry has 
declined considerably in the postwar period. The effects 
of this development on continued Canadian participation 
in international shipping activities have been counter-
balanced to some extent by the chartering of foreign 
vessels. 

The fact, however, that Canada's foreign trade is 
now carried to a larger extent by foreign operated car-
riers has led to ocean freight transportation payments 
being well above receipts. Heavy reliance on non-resident 
operated tankers to carry crude petroleum imports is 
particiilâWy important. The imbalance on ocean freight 
transportation is further exacerbated by the charter 
payments which Canadian operators must pay in order 
to participate in the ocean shipping business. For some 
years, inland freight payments on imports from the 
United States were higher than receipts of inland freight 
on Canadian exports to the United States. This develop-
ment reflected the larger proportion of manufactured 
products included in Canada's imports than in its exports 
as well as the larger distances over which United States 
goods often had to be carried before reaching the Cana-
dian border. At the time of writing the balance on 
account of inland freight with the United States had 
swung into a net receipts position, reflecting no doubt 
the development of surpluses with that country in 
respect of merchandise trade. 

Covered elsewhere in the balance of payments for 
statistical reasons and to preserve historical continuity 
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are passenger fares, international airline expenditures 
and some railway expenditures such as rental of freight 
cars. Passenger fares form an integral part of travel 
expenditures, while the latter two items are included 
with other service transactions. As they do not represent 
international transactions, freight receipts on imports 
transported by Canadian carriers do not appear as a 
credit in the balance of payments. 

Sources and Methods 

Measurement of international transactions on 
freight and shipping account pose special difficulties for 
the statistician. These arise in part from the need to 
mesh the measures with those covering merchandise 
transactions, and in part from the wide range of modes 
of transport and types of transportation arrangements. 
The descriptions of sources and methods which follow 
are confined largely to those employed at the time of 
writing. Descriptions of earlier methodology have been 
published in some detail, most comprehensively in the 
following publications to which the interested reader is 
referred: 

- The Canadian Balance of International Payments, A 
Study of Methods and Results, Catalogue 67- D - 52, 
pp. 70- 96. Chapter XII, Freight and Ocean Shipping 
Transactions. 

- The Canadian Balance of International Payments, 
1926 to 1948, Catalogue 67-501, pp. 115-122. 
Part II, Chapter IV, The Freight and Shipping Item. 

- The Canadian Balance of International Payments in 
the Postwar Years, 1946-1952, Catalogue 67 -502, 
pp. 79 and 80. Freight and Shipping Transactions. 

The description which follows of current sources 
and methods employed in the freight and shipping 
account indicates the basic structure and content of this 
account and appears in the order found in statistical 

- presentations of subsidiary detail. The maIjideas 
first with receipts, and then turns to payments. 

Receipts 

Gross earnings of Canadian ocean shipping opera-
tors on exports, including charter income - Earnings on 
the carriage of exports are obtained from line 3 on the 
annual surveyReport of cargo, earnings and 
expenses of ocean vessels operated by Canadian com-
panies,22  and from question B.2 on the annual survey 
BP-26, Report of imports of crude petroleum and 
products and other shipping operations. These items 
cover total freight earnings (prepaid and collect) on 
cargo outward from Canada. Data on income from 

22 All the schedules referred to in this section are repro-
duced in Part V. 

vessel charters to non-residents are obtained from 
line 4 of the BP25 23  and from question 13.5 of the 
EP2.3jlIo3i' also made on the R12Q.  line 8, 
for income from the charter of lake vessels to non-
residents. 

Receipts of Canadian ocean shipping operators 
from shipping between foreign ports - This item is also 
compiled from the and BP-26, using line 6 of the 
former and question 133 of the latter schedule. 

Receipts from expenditures in Canada by foreign 
shipping operators - This item is made up of several 
elements. Data covering port expenses of non-resident 
operated ocean vessels are derived from line 3 on the 
annual survey 13P-24, Report of cargo, earnings and 
expenses of ocean vessels operated by non-resident 
interests, and question A.5 on the annual survey 
Report on payments of crude petroleum and products 
and other shipping operations. The data supplied by the 
Canadian shipping agents, acting on behalf of non-
resident-operated ocean vessels, cover expenses such 
as crew wages and advances, harbour charges, pilotage, 
towage, stevedoring (inward and outward when paid 
by vessels), agency fees, repairs, and on payments to 
rail and water carriers on through-traffic (if an amount 
corresponding to the on-payments has automatically 
been included in inward freight earnings). Expenditures 
in Canada by United States operators of lake vessels are 
projected from a benchmark revised at infrequent 
intervals. Data on sales of marine fuels and lubricants 
to foreign vessel operators are obtained from question 
C.2 on the BP-26 survey. Other elements in this item 
include toll revenues of the St. Lawrence and the Welland 
Canal Authority earned from foreign carriers, obtained 
directly from the Authority, and an estimate of receipts 
for the use of canals other than the St. Lawrence Seaway 
system. 

Inland freight on exports - This element is made 
up of separate components in respect of inland freight 
arising from exports by rail, road, pipelines and lake 
vessels to the United States, exports from Newfoundland 
to the United States and inland freight on exports to 
overseas countries. 

Inland freight receipts on exports carried by rail to 
the United States is obtained on an annual basis directly 
from the Canadian railways. Railway companies report 
their earnings on freight and express traffic waybilled 
from Canada to the United States and Mexico, i.e., the 
amount received from the United States carriers as final 
destination carriers of the cargo, on export traffic south-
bound to the border. From the total reported, an esti-
mate is deducted in respect of overseas exports by rail 
via the United States. 

23 In earlier BP-25 questionnaires this item was included 
with freight earnings in line 3. 
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Receipts in respect of the road transportation of 
exports to the United States are estimated on the basis 
of a calculated percentage rate which takes into account 
rail transportation and other relevant factors. This rate is 
applied to the value of exports by roadto the Uni 
States as published in Exports - Merchandise Trad 24 

to derive an estimate of trucking receipts. At the time o 
writing the trucking rate in respect of the road transpor-
tation of exports to the United States is estimated to be 
about two thirdsof therail rate. In view of the diversity 
of the operations of this industry, which consists of a 
large number of operators, and as a survey of this 
industry is carried out by the 

of Statistics Canada, no specific 
s.tryy js_cajried out by the Balance of Payments Divi-
sion, The balance of payments series are based on these 
calculations, which are compared to the results of the 
survey referred to above. 

A separate calculation is made in respect of inland 
freight receipts on exports from Newfoundland to the 
United States. Estimated freight rates are applied to 
selected commodity exports from Newfoundland as 
obtained from records of the External Trade Division 
of Statistics Canada. 

Earnings of Canadian pipeline companies for line 
usage related to exp&ts of Canadian oil to the United 
States are obtained annually directly from Canadian 
pipeline companies. Inland freight on natural gas exported 
by pipeline is reflected in the value of the exports as the 
gas pipeline companies, unlike the oil pipeline companies, 
generally own the gas that is transported. 

Receipts by resident operators of lake vessels on 
cargo carried from Canadian to United States ports are 
obtained from the annual survey BP-20, Great Lakes - 
St. Lawrence Seaway shipping transactions. Earnings on 
the carriage of iron ore is derived from line 4 while earn. 
ings on the carriage of other commodities is obtained 
from line 2. 

Inland freight receipts on exports overseas are 
based on details of exports through selected ports as 
supplied by the External Trade Division. Estimated 
rates are applied to these exports apart from wheat, as 
wheat exports are generally valued at the port of exit. 
A weighted average rate is then calculated and applied 
to aggregate values of exports overseas other than wheat, 
distributed geographically for use in bilateral balance of 
payments estimates. 

Provision is also made for receipts from inland 
freight not otherwise provided for and for omissions in 
genes derived by surveys or constructed through the use 
of indicators so that a suitable degree of correspondence 

24 Catalogue 65- 202. For years prior to 1973 these data 
were published in Exports by Modes of Transport, Catalogue 
65-206.  

between total receipts for inland freight and the appro. 
priate movement of commodities is preserved. 

Intransit revenue - This item covers the operations 
of United States railways in Canada and the earnings of 
Canadian lake vessel operators from the carriage of 
United States grain exports via Canada. The operations 
of United States railways in Canada is comprised of two 
principal components. The two main Canadian railways 
supply annually by letter data on revenue earned from 
United States carriers for service on lines in Canada in 
respect of traffic originating at and destined to United 
States points. The second component, obtained annually 
by letter from United States railroads, covers their 
expenditures in Canada and their earnings on lines and 
other operations in Canada. The expenditures in Canada 
cover wages of employees domiciled in Canada, rents, 
taxes, and materials purchased in or imported into 
Canada (including freight, customs duties, etc.). United 
States railroads also report revenues arising from local 
Canadian freight traffic, from the transportation within 
Canada of imported goods, and rents and other income 
accruing from Canadian sources apart from the transpor. 
tation of exports or of imports up to the Canadian 
border. 25  From the total of their expenditures in 
Canada, the revenues of the United States railways from 
their lines and other operations in Canada are deducted, 
producing a net figure for intransit rail revenues. (Canada 
also derives income from expenditures of United States 
trucking companies carrying goods intransit through 
southern Ontario. Amounts covering the expenditures of 
the individual truck drivers are included in travel receipts 
and license fees are included in other current receipts.) 

The second element included in intransit revenues 
is the earnings of Canadian operated lake vessels on the 
intransit carriage via Canada of United States grain 
exports destined for overseas countries. Freight rates on 
this type of traffic are calculated from data on the annual 
BP.20 survey, Great Lakes - St. Lawrence shipping trans-
actions. These rates are applied to volume data in respect 
of cargoes of grain originating from United States Great 
Lakes ports and unloaded at Canadian Atlantic and 
Great Lakes ports which are contained in Shipping 
Report: Part I, International Seaborne Shipping (by 
Country), Catalogue 54-202, published by the Trans. 
portation and Communications Division of Statistics 
Canada. Any imports of Canadian grain for domestic 
consumption are deducted from the above volume data 
before the rates are applied. 

Air freight - Earnings by Canadian airlines on 
freight carried abroad are obtained annually by letter. 

We turn now to the construction of the estimates 
of payments on account of freight and shipping. 

25 (laiges for the transportation within Canada of 
exports are, of course, met in the final instance by non-residents, 
while charges for the transportation in the United States of goods 
en route to Canada are included as Canadian payments for inland 
freight on imports- 
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Gross payments on Canadian imports to foreign 
ocean shipping operators - This series is made up of 
several components. Data in respect of ocean freight on 
imports of crude petroleum, petroleum oils and gasoline 
are derived from question A.2 on the annual survey BP-26, 
Report on imports of crude petroleum and products and 
other shipping operations. Included in this item are pay-
ments for the charter of vessels which are used to import 
the above commodities. Freight on other imports is 
derived from line 2 of the annual survey BP-24, Report 
of cargo, earnings and expenses of ocean vessels operated 
by non-resident interests. The line covers total (prepaid 
and collect) inward freight earnings of non-resident 
vessel operators. The above surveys are so designed as to 
be non-duplicative. Data for freight on Canadian imports 
unloaded at United States ports are obtained from 
United States statistical authorities. 

Vessel charters and other payments - This series 
includes mainly charter payments but also covers small 
amounts of canal payments and demurrage charges. 
Payments for the charter of ocean vessels are obtained 
from line 5 of the BP-25 and question B.6 of the BP-26. 
As noted above, payments for the charter of tankers 
used to carry imports of crude petroleum and products 
are included with gross payments to foreign ocean ship-
ping operators, and excluded from this item. Data on 
the charter of lake vessels are obtained from line 7 of the 
BP-20, supplemented by a small estimate for coastal 
charters or charter payments by Canadian coastal 
shipping firms. Canal payments covering the United 
States portion of the total revenue (27%) applicable 
to the Montréal - Lake Ontario section of the St. Law-
rence Seaway is obtained directly from the St.Lawrence 
Seaway Authority. Estimates for payments of demurrage 
when required are also covered in the item. 

Expenditures abroad by Canadian shipping opera-
tors - Expenditures abroad by Canadian ocean vessel 
operators is obtained from line 8 of the annual survey 
BP-25, Report of cargo, earnings and expenditures of 
ocean vessels operated by Canadian companies, and 
question B.8 of the annual survey BP-26, Report on 
imports of crude petroleum and products and other 
shipping operations. These cover payments made in 
foreign countries by the Canadian operators and include 
crew wages and advances, harbour charges, canal dues, 
pilotage, towage, wharfage, stevedoring (inward and 
outward when paid by vessels), agency fees, fuel and 
supplies, repairs and onward payments to rail, water 
and other carriers in respect of through traffic. 

Expenditures in United States ports by Canadian 
operators of Lake vessels are derived from line 9 of the 
BP-20, Great Lakes - St. Lawrence Seaway transactions. 
Included are crew wages and other ship expenses. 

Inland freight on imports - This element of the 
freight and shipping account is made up of separate 

components in respect of payments of inland freight 
arising from imports from the United States by rail, 
truck, and vessels operating on the Great Lakes, and 
inland freight on imports from overseas countries. 
Inland freight payments on imports by rail from the 
United States are obtained on an annual basis directly 
from the Canadian and United States railways. The 
Canadian railways, as final destination carriers of the 
cargo, report the amount accruing to United States 
carriers on freight and express traffic carried from 
United States and Mexican points up to the Canadian 
border. United States railways operating in Canada 
report the revenues accruing to railways in the United 
States and Mexico on Canadian imports carried up to 
the border. To the figures supplied by the railways, there 
is added an estimate of rail freight within the United 
States on coal imported into Canada by water. Volume 
data for imports by water of anthracite and bituminous 
coal are obtained from the Department of Energy, 
Mines and Resources, to which are applied freight rates 
derived from special investigations. Similar calculations 
are made for the handling and storage charges in United 
States ports in respect of these coal imports, which are 
added to the rail freight on coal imported into Canada 
by water. Payments to foreign operated vessels for the 
carriage of cargo originating from Great Lakes ports in 
the United States and unloaded at Canadian Atlantic 
and Great Lakes ports are calculated. Estimated freight 
rates are applied to volume data contained in Shipping 
Report: Part I, International Sea borne Shipping (by 
Country), Catalogue 54-202, published by the Trans-
portation and Communications Division of Statistics 
Canada. 

Payments to United States carriers for the road 
transportation of imports to Canada is based partly upon 
a United States source. In adjusting the value of United 
States exports to Canada as reported by the United States 
Bureau of the Census, the Bureau of Economic Analysis 
adds an estimate for inland freight not recorded in the 
census series. From the total the figure for inland rail 
freight is deducted, including the calculation of rail 
freight on coal imports by water described above. The 
remainder is regarded as a measure of payments to the 
United States for inland freight on imports by United 
States trucks. 

Inland freight payments on overseas imports is 
roughly estimated from an occasional examination of 
a sample of invoices supporting import documents. 

Intransit payments - There are currently two 
components in this item. Canadian pipeline companies 
supply annually by letter figures for payments to United 
States pipeline aftiliates in respect of intransit petroleum 
movements. The Interprovincial Pipe Line Limited 
reports its payments in respect of the movement of 
Canadian petroleum through the United States, and the 
Montréal Pipe Line Co. Ltd. reports payments from 
Canada in respect of movements of oil through the 
Portland Pipe Line Corporation. 
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TABLE 11.4. Evaluation of Statistical Quality of the Freight and Shipping Account, by Area 

Between Canada and 

United States 	I 	Overseas countries 

Receipts 

Canadian ocean shipping operators: 
Gross earnings on exports (including charter income) 
Shipping between foreign ports ................ 

Expenditures in Canada by foreign shipping operators 

Inland freight on exports .................... 

Intransit revenue ......................... 

Air freight ............................. 

Good 	 Good 

Good 	 Good 

Good 	 Good 

Good to weak 	 Adequate 

Good 	 Adequate 

Good 	 Good 

Payments 

Gross payments on imports to foreign ocean shipping 

	

operators ............................. Good 	 Good 

Vessel charters and other payments ............... Good 	 Good 

Expenditures abroad by Canadian shipping operators . . . 	 Good 	 Good 

Inland freight on imports ..................... Good to weak 	 Weak 

Intransit payments ......................... Good 

Air freight .............................. Good 	 Good 
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The other element of intransit payments relates to 
movements of natural gas by pipeline. TransCanada 
Pipe Lines Limited reports quarterly its payments to its 
United States affiliate, Great Lakes Gas Transmission 
Company, for the mtransit movement of Canadian 
natural gas through the United States. 

Air freight - Freight and express revenues received 
for the carriage of commodities to Canada, whether 
prepaid or collect, are obtained annually from non-
Canadian airlines operating in Canada, on line 2 of 
BP-58, Report by non-Canadian airlines operating in 
Canada. Excluded are revenues from traffic originating 
in Canada and from intransit traffic. 

Quarterly series - Quarterly series are projected or 
interpolated, except for those components in respect of 
which quarterly inputs are available on the same basis as 
the annual series. 

Evaluation 

The complexity of the measurement of inter-
national freight and shipping transactions will have 
become apparent to the reader who has struggled through 
the immediately preceding sources and methods 
section. 

A serious problem exists in ensuring the compati-
bility of data for trade and related transportation. This 
problem has been described in series Al and Bi, mer-
chandise exports and imports on a balance of payments 
basis. 

Some other elements of the series pose special 
problems. One such area is trucking, due to the diversity 
of types of operators and the nature of the operations. 

An evaluation of the statistical quality of the 
published component series, made by those engaged in 
the subject matter area, is given in Table 11.4. 

Linkages and Relationships 

CANSIM Databank Series - These are listed in 
Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part I (Goods and Services, and Transfer Pay-
ments), Item 3 Freight and insurance on international 
shipments and Item 4 Other transportation. 

LMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and Re-
gional Balance of Payments Summary, Part A (Goods 
and Services), Annex 1, Inland freight on merchandise, 

Item 3 Freight and insurance on international account, 
and Item 4 Other transportation. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Components of Exports 
of goods and services and of Imports of goods and ser-
vices in Table 2, Gross National Expenditure, and sub-
sidiary tables. 

Financial Flow Accounts (Catalogue 13-002) - 
Not relevant. 

Series Availability 

Annually from 1926 and quarterly from 1946. 

Supplementary Data 

Detail of freight and shipping transactions, United 
States, United Kingdom and other countries: 

Receipts 	 Payments 

	

Canadian ocean shipping 	Gross payments on im- 
operators: 	 ports to foreign ocean 

	

Gross earnings on exports 	shipping operators 

(including charter in- 
come) 	 Vessel charters and 

other payments 
Shipping between foreign 

ports 	 Expenditures abroad by 
Canadian shipping op- 

	

Expenditures in Canadian 	erators 
ports by foreign shipping 
operators 	 Inland freight on im- 

ports 
lnland freight on exports 

Intransit revenue 
Intransit revenue 

Air freight 
Air freight 

Source: For 1969 see Catalogue 67-201(1973 and 1974), 
Table 12. For 1970-75 see Catalogue 67-201 (1975 and 1976), 
Table 12. 

In earlier publications, the following detail of 
freight and shipping transactions was published. 

Receipts 	 Payments 

	

Canadian ocean shipping 	Freight payments on im- 
operators: 	 ports via Canadian 

	

Gross earnings on exports 	ports by foreign ship- 

	

(including charter m- 	ping operators 

come) 



ECIM 

Receipts 	 Payments 

Canadian 	ocean shipping Expenditures abroad of 
operators - Concluded: Canadian shipping op- 
Shipping between foreign erators (including char- 

ter payments) 

Expenditures in Canadian Inland 	freight on 	un- 
ports by foreign shipping ports: 
operators Rail freight in United 

Inland freight on exports: States  
By rail to United States Other inland 	freight  
Other inland freight Intransit payments  

Air freight 
Intransit revenue 

Air freight 

Source For 1946-64 Catalogue 67- 505, Tables 5.17 and 
5.18. 1965 and 1966 Catalogue 67-201 (1965-70), Table 13. 
1967-72P Catalogue 67-201 (1972) Table 12. 

In the more recently published component detail 
of freight and shipping receipts, intransit revenue has been 
enlarged to include Canadian receipts for the intransit 
carriage of United States grain exports; this item was in-
cluded under other inland freight receipts in earlier de-
tail. Canal receipts were shifted from other inland freight 
to expenditures in Canada by foreign shipping operators. 

On freight and shipping payments, a category for 
charter payments and other payments was created. These 
data were previously included with expenditures abroad 
of Canadian shipping operators (including charter pay-
ments). Ocean freight on imports via the United States 
has been shifted from other inland freight to gross pay-
ments on imports to foreign ocean shipping operators. 

Relationship to Conceptual Framework of the Interna-
tional Monetary Fund and Returns to IMF 

f.o.b. place of lading rather than customs frontier. The 
freight and shipping account accordingly includes receipts 
by Canadian carriers for all freight within Canada on ex-
ports and payments to non-residents for all inland treight 
abroad on imports; these have no counterpart in the 
freight and transportation accounts of the 11iF. Neither 
expenditures in Canada of foreign crews and other car-
rier personnel (except those engaged in ocean or lake 
transportation) nor payments to Canadian carriers for 
non-local passenger transportation are identifiable sepa-
rately; they are included with travel receipts in series A4 
rather than with other transportation. Similarly expen-
ditures abroad by resident crews (except those engaged 
in ocean or lake transportation) and payments to foreign 
carriers for non-local passenger transportation are not 
identifiable separately and appear as travel payments in 
series B4 rather than as other transportation. Insurance, 
expenditures in Canada of foreign airlines and expen-
ditures abroad of Canadian airlines are included with the 
business service element of other services in series A23 
and B23 rather than as other transportation. 

The series for freight and shipping which appear in 
the balance of payments cover three of the components 
in the returns made to the IMF and OECD (Appendix 6). 
The following data for 1974 make up the totals for 
series A21 and B21 as published in Catalogue 67-001, 
First Quarter 1976. 

Table and item Receipts 	Payments 
millions of dollars 

Annex I Inland freight on 
merchandise - . . 	972 	791 

A,3.1 	Freight on inter- 
national 	ship- 
ments ........562 	842 

A.4.2 	Other transporta- 
tion .........278 	414 

Total ........1,812 	2,047 
The series do not conform precisely to the con-

cepts recommended by the International Monetary 
Fund.26  Canadian trade series are in principle recorded The published component detail which make up 

26 IMF Balance of Payments Manual, Third Edition 	these aggregates can be readily identified in Table 12 of 
(1961), pp.  38,83 and 79. 	 Catalogue 67-201(1975 and 1976). 

War Services 

Codes - A22 War services receipts 
B22 War services payments 

Note 

These series, confined to the period from 1940 
through 1947, reflect transactions arising mainly out of 
the War of 1939-45. Expenditures in countries other  

than the United States were sometimes shown under the 
title Canadian Overseas Expenditures. 

Data for the years 1946 and 1947, for the United 
States, United Kingdom and other countries, may be 
found on page 182 of The Canadian Balance of Interna-
tional Payments, a C'ompendium of Statistics from 1946 
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to 1965, Catalogue 67-505. For the period 1940 through 
1945, data are contained in The Canadian Balance 
of International Payments, 1926 to 1948, Catalogue 
67- D - 52. This shows receipts separately for the United 
Kingdom and other Commonwealth countries only, and 

shows total payments with separate details, for the United 
Kingdom and other countries. 

In more summary historical estimates, the series 
are included with A23 and 1323, other services. The 
sources are as described thereunder. 

Other Semces 

Codes - A23 Other service receipts 
B23 Other service payments 

Concept 

These series measure Canada's international receipts 
and payments in respect of transactions by governments, 
not included elsewhere, of miscellaneous income and of 
business services and other transactions. 

Description 

These transactions may most easily be described 
under their three principal components. Following the 
descriptions, the relationships to the transactions cate-
gories adopted by the International Monetary Fund are 
set

7Goverrunent

t.  

 transactions, not included else- 
where - These series record international transactions of 
a current nature arising from government activities which 
are not covered elsewhere in the balance of payments. 
On the receipts side the data cover mainly expenditures 
of foreign governments in Canada, while on the pay-
ments side they cover expenditures abroad by Canadian 
governments. 

Among the receipts are the costs of foreign diplo-
matic and commercial representation in Canada, military 
expenditures on bases and defence installations and the 
maintenance of foreign military personnel in Canada, 
other foreign governmental expenses in Canada, interna-
tional postal revenues, taxes (apart from withholding 
taxes deducted at source on Canadian income) paid to 
Canadian governments, and assessments paid by foreign 
countries to the International Civil Aviation Organiza-
tion. The item also covers military and civilian pensions 
paid to residents of Canada by foreign governments 
prior to 1952, which since that time have been included 
as an element of series A33. 

Some elements of the series are directly related to 
Canadian aid expenditures abroad which are covered in 
series B37. Included are expenditures made on these 
programs within Canada for services other than adminis-
tration. (Two examples would be the expenditures 
within Canada of foreign students financed under aid 
programs, and any amounts paid under such programs to 

Canadian teachers and experts serving abroad which were 
not spent there.) This treatment makes it possible to 
reflect in series B37 for official contributions the full 
measure of Canadian government aid provided directly 
abroad. Some part of these receipts might alternatively 
be allocated to international travel, A4, but A23 has 
been chosen in preference because of the special charac-
ter of the transactions. A receipt of a rather unusual na-
ture included in series A23 was settlements received by 
Canada in the postwar period on account of military 
relief supplied to European countries at the close of 
World War II. Extension of this aid had been included 
with official contributions, and the cash settlements sub-
sequently negotiated, which were not large, were recorded 
simply as government revenue. 

Receipts from governments which are covered else-
where in the balance of payments include sales of defence 
equipment and materials (Al), travel of government offi-
cials (A4), interest (A 15), military and civilian pensions 
paid to residents of Canada by foreign governments 
commencing in 1952 (A33), and, of course, capital 
transactions. 

Among payments are the costs of Canadian diplo-
matic and commercial representation abroad and other 
Canadian government activities abroad, including main-
tenance and support of defence forces outside Canada, 
international postal payments, contributions towards 
NATO budgets, and assessments for Canada's member-
ships in international organizations such as the United 
Nations, WHO, FAO, UNESCO, the OECD, etc. 

Payments by government which are covered else-
where include purchases of defence equipment and 
materials (BI), travel of government officials (134), in-
terest on government bonds (1315), military and civilian 
pensions (1333), and official contributions (1337), as well, 
of course, as various capital transactions. 

Miscellaneous income - Miscellaneous income in-
cludes all those receipts and payments of earnings on in-
vestment which are not included in the series for receipts 
of interest and dividends (Al 5) or for payments of in-
terest and dividends (B 15). It has already been noted in 
the description for these series that the somewhat curious 
distribution of investment income between two series 
represents for the most part the influence of institutional 
and statistical factors rather than of concept. 
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Included among receipts are the following: 
- Net revenues (by area) from transactions of Canadian 

chartered banks with non-residents (including their 
foreign branches, agencies and subsidiaries). 

- Interest on private non-bank holdings of foreign ex-
change and other short-term claims abroad. 

ff- Interest on export credits either financed or guar-
anteed directly or indirectly by the Government of 
Canada. 

- Net revenues of Canadian insurance companies from 
insurance operations abroad. 

Included among payments are those representing: 
- Net expenses (by area) paid to non-residents by 

head offices and Canadian branches of Canadian 
chartered banks. 

- Interest paid on such long-term debt as intercompany 
and bank loans, mortgages, etc., and on short-term 
debt such as intercompany and bank loans, money 
market instruments, etc. 

- Income remitted to non-residents on assets (including 
real estate) in management, safe custody and agency 
accounts, including estates and trusts. 

- Net revenues of foreign insurance companies from 
operations in Canada. 

The estimates in respect of transactions with non-
residents by the head offices and branches in Canada of 
Canadian chartered banks are constructed by estimating 
the earnings on the funds made available to non-residents,  

and the interest and other expenses paid to them, as de-
scribed in the later section on sources and methods. A 
substantial volume of management and investment ser-
vices is typically supplied by head offices, but for a vari-
ety of reasons these services may not be fully articulated 
within the accounting systems. Accordingly the revenue 
and expense series have a rather special meaning and, 
although appropriate for use in the balance of payments, 
their net balance per se has relatively little significance 
for the banks. When,as has been the case for many years, 
residents of Canada are large holders of foreign currency 
deposits with banks in Canada, and these funds are em-
ployed in part or in whole abroad by the banks, it will 
be clear that the revenues from non-residents which ap-
pear in the balance of payments have a significant domes-
tic offset in the interest costs paid by the banks to resi-
dents. Moreover, insofar as the estimates niake no ex-
plicit allowance for the services provided by head offices 
in connection with the employment of funds abroad, a 
part of the revenue may be considered to represent pay-
ment for services rather than interest income. 

Most of the other forms of miscellaneous income 
which have been listed above require no explanation. An 
exception exists in respect of the revenues of insurance 
companies which, as in the case of the banking opera-
tions, contain elements of services. 

It should be noted that the series for miscellaneous 
income cannot be directly related to the elements of 
Canada's international investment position. However, 
the following table indicates for each item of miscel-
laneous income the category of assets or liabilities in 
Canada's international investment position in which the 
underlying claims are recorded. 

Receipts of miscellaneous income 

Net revenues from transactions of the Cana-
dian chartered banks 

Interest on other short-term claims abroad 

Interest on export credits 

Related assets in Canada's 
international investment position 

Other Canadian short-term holdings of foreign 
exchange 

Other Canadian short-term holdings of foreign 
exchange 

Short-term receivables, n.i.e. 

Miscellaneous investment 

Net revenues of Canadian insurance opera- 	Not applicable - There is no allowance in the 
tions 	 investment position for the investments abroad 

of Canadian insurance companies as these are 
largely financed by the equity of foreign poli-
cyholders and the applicable reserves. 
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Payments of miscellaneous income 

Net expenses of Canadian chartered banks 

Interest 

Income on assets under administration 

\et revenues of' lord wil ins( irail( d c)l)dOil)OIiS 

Related liabilities in Canada's 
international investment position 

Other Canadian short-term holdings of foreign 
exchange (net asset item) 

Direct investment 
Other portfolio invest men 
Miscellaneous investment 
Non-resident holdings of ('anad ian do ha rs 
Short-term payables, ni.e. - Finance col1Ip:1n 

obligations 
Short-term payables, n.i.e. 	Other 

Miscellaneous invest men 

I )ireet iii\eslriieiit 

Business services and other transactions 	I Ire 
range of items covered in these groups of transactions is 
extensive but may be classified broadly as business, 
professional and personal services provided by or to 
Canadian residents. Included are: 

Business service receipts and payments of Canadian 
companies 

Management and administrative services 

Consulting and other professional services 

Insurance premiums and other insurance tran 

Scientific research and product developmen 
Commissions 

Advertising and sales promotion 

Royalties, patents, copyrights, trademarks 

Equipment rentals 

Franchises and other similar rights 

Film rental payments 

Special tooling and other automotive payments 

Other services (including retroactive price adjust-
ments, particularly on automobiles, which are 
treated as services). 

Receipts and payments of Canadian railways and 
airlines abroad, and of foreign railways27  and air-
lines in Canada, covering such items as use of rail-
roads and rentals of freight cars, wages and salaries, 
operation and maintenance of buildings and offices, 
purchases of fuel and oil, aircraft services, fees and 
taxes, advertising, agency expenditures, and commu-
nications. (Inclusion in this account of local expen-
ditures of international air carriers is not consistent 
with the inclusion of corresponding expenditures of 

27 Mainly for equipment rental as most other receipts in-
eliiitin 	intrarisit revcnin'c ire cmerod in the estirriste of ifltr:insit 

111 	'I0' 	2  

Occall and lake carriers in Ineichi arid sluppnre sCFie 
((A21 and 1321). Expenditures of this sort first 
became prominent during the war years when 
they were centred largely in operations in New-
foundland and Labrador in connection with the 
North Atlantic staging route. The special intransit 
character of this traffic, and the fact that data could 
not be readily isolated from other military receipts. 
made appropriate their allocation to other services 
where they have since been retained, for reasons of 
comparabilir 

U the r se r ice 

Commissions paid to a r -, 

Net earnings ir i l ic I ri (cii 	a 	' 

dent commuters 

Other insurance t r:insaet iors 

Miscellaneous services, mcI ,i inric 	,iri',ictIiiIIs re 1:01:1' 
to trade union operations, telecommunications. 
transportation of migrants, gross earnings of migrant 
labour, cost-sharing arrangements in respect ol 
power developments on the St. Lawrence River. 
lotteries, 28  expenditures on conservation within 
Canada by Ducks Unlimited from funds raised in 
the United States and miscellaneous engineering and 
other professional services rendered by individual 
consultants and small firms; a further provision is 
made rather arbitrarily to cover personal and other 
transactions related to the entertainment and sports 
industries, subscriptions to newspapers and perio 
dicals, payments for newspaper features and articles, 
membership fees of professional societies, education 
by correspondence and in forcien cehiusis and nas 
ments to foreign correspondent. 

28 The logic of including lottcr ' :' in 	vi: 
with services, contrary to international 	:n c. ii  
ins 	'rhr.1 	rct'h'ct a 1 1 0 'prin 	Ii; i  thc 	I 
i',,ini'rrrrterrrr:di,ar'rr 
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Some of the largest components, particularly on 
the payments side, are transactions between branches, 
subsidiaries and other direct investment affiliates and 
their foreign head offices. In the early stages of invest-
ment, significant elements of the outlays represent fees 
for design, engineering, consulting and other services for 
industrial techniques and processes, and in some cases, 
rental of special equipment and machinery. Subsequently 
in the operational phase, there are appreciable fees for 
royalties and management and apportionments of head 
office expenses such as management and administration, 
advertising and research. There exists, however, a con-
siderable diversity in accounting practices. A significant 
number of subsidiary companies in Canada are not 
specifically charged for the services supplied to them by 
their foreign parent companies. 29  The series for invest-
ment income and for business services are influenced by 
the extent to which these practices may change. 

There is also a wide variety of receipts and pay-
ments between persons and between unaffiliated enter-
prises for commercial, financial and professional services. 
included are items such as licensing fees for manufac-
turing patents, processes and trademarks, franchises, 
authors' and composers' royalties, copyrights, royalties 
for master recordings, syndicated features and cartoons, 
commissions, and fees for legal, accounting, management, 
consulting and other professional services. When appro-
priate other special transactions are also included, for 
example, settlements on contract cancellation. 

For a more extended description see John W. 
Popkin: Non-merchandise Transactions between Canada 
and the United States. 3 ° 

Sources and Methods 

Government transactions, not included elsewhere - 
Estimates of receipts from the transactions of foreign 
governments in Canada are based upon a variety of 
sources. Data covering expenditures in Canada of the 
United States Government are provided on a quarterly 
basis by the United States statistical authorities. Infor-
mation about the expenditures of other countries is frag-
mentary and on the whole not well founded, although 
during the period of exchange control data became avail-
able from records of exchange transactions, and on one 
occasion subsequently a number of foreign governments 
furnished estimates of their representational costs in 
Canada on a voluntary basis to improve the measures. 

29 Typically, Canadian subsidiaries are not charged for 
management and administrative services. In the special survey 
carried out for 1969 almost three quarters of the reporting units 
which were United States controlled showed no payments for 
them and only about 5% paid more than $100,000. The Cana-
dian Balance of International Payments, 1965- 70, p. 24, Cata-
logue 67-201. 

30 Canadian-American Committee, June 1963.  

Among other small elements of the receipts total are 
expenditures within Canada under training programs 
provided as a part of Canada's development aid, and 
receipts from the disposition of Canadian government-
owned assets abroad. These are obtained from adminis-
trative sources. Tax receipts of Canada generated from 
operations outside Canada of Canadian corporations 
(which are described at greater length in Part VII in the 
note on residency, non-resident Canadian companies and 
other special situations) are derived from a selection of 
the returns described in Part V for the specific companies 
involved. Data from provincial governments non-resident 
land transfer tax is obtained from the provinces. 

On the payments side the larger items are obtained 
from administrative records. The Department of Supply 
and Services provides a special analysis monthly of 
defence expenditures abroad, together with a record of 
all foreign cheque issues in amounts of$ 100,000 or more. 
Payments for contributions to and assessments of in-
ternational organizations are obtained monthly from the 
Department of External Affairs. Figures for international 
postal settlements are supplied annually by the Post 
Office Department. Figures for receipts and payments 
associated with the headquarters of the international 
Civil Aviation Organization are obtained annually from 
that organization. For other government expenditures, 
data are extracted from annual reports on the Public 
Accounts of the federal and provincial governments, 
supplemented where necessary by correspondence. 

Quarterly series are constructed using the informa-
tion supplied on a quarterly or monthly basis, together 
with allocations or projections of those items available 
only from annual sources. 

Miscellaneous income - The miscellaneous income 
series are derived from many sources, some of a primary 
and some of a secondary nature. While the series are 
made up from the separate estimation of a number of 
components, the component detail is not currently 
considered to be of such a quality as to stand as series in 
themselves, and for this reason is not made available. 

Estimates of banking revenues and expenses are 
based on approximate average levels of holdings of 
particular assets and liabilities (constructed by averaging 
holdings at the beginning and end of each month). Data 
are available from the Inspector General of Banks 
covering the net revenues at foreign branches. A selection 
of interest rates is applied to the estimated remainder of 
other claims. Those rates used are necessarily judgemental 
insofar as their construction from the global reports 
made available to the Inspector General of Banks involves 
assumptions with respect to their application to the 
range of geographic components covered. Rates published 
by the Morgan Guaranty Trust Company of New York 3 ' 
are also used as indicators in the selection. 

31 World Financial Markets, Monthly. 
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Interest rates on private non-bank holdings of 
foreign exchange are calculated by applying the Morgan 
Guaranty source rates to the averages of opening and 
closing balances of deposits held directly abroad and of 
estimated short-term loans to residents by foreign 
banking institutions. When there are significant holdings 
by Canadian residents of foreign treasury bills a direct 
estimate of the income receipts is made. Interest on 
government-financed export credits is available from 
administrative records and an estimate is made for the 
component which is privately financed. Income remitted 
to Canada on foreign assets held by Canadian trust and 
loan companies in management, safe custody and agency 
accounts, estates and trusts and holding companies is 
recorded in line IV(a) of the BP-29, Report by trust and 
mortgage loan companies in Canada on transactions with 
non-residents. 32  

Estimates in respect of insurance company transfers 
present considerable difficulty but are a derivative of the 
annual returns made by insurance companies on BP.27, 
Movement of funds between Canadian insurance com-
panies and their branches, agencies, bank accounts, and 
other companies or persons outside Canada, and Schedule 
BP.28, Movement of funds between British and foreign 
insurance companies doing business in Canada and head 
or other offices, companies or persons outside Canada. 
A description of the rather involved processes by which 
estimates for miscellaneous income are constructed will 
be found in the appropriate section of Part V. The annual 
estimates are spread evenly over the four quarters. 

Interest payments on intercompany and bank loans, 
both short and long term, are derived largely from line 
IV(b)(3) of the BP-2 I, Report of transactions between 
Canada and other countries, or line II(b)(1) of BP-22, 
Report on investment in Canada of non-Canadian cor-
porations, supplemented by an allowance based largely 
on the BP-5 I, Geographical distribution of ownership of 
capital, or the BP-52, Geographical distribution of capital 
of Canadian companies, in respect of those enterprises 
which are not called upon to report on the BP-21 or 
BP-22. (The identification on line IV(b)(2) of BP-21 of 
interest paid on bonds and debentures is to ensure that 
such interest, which is estimated independently as de-
scribed under series B15, is not double counted, and 
to facilitate examination of possible inconsistencies of 
classification.) 

Interest payments on mortgages held by non-resi-
dents on Canadian real estate are imputed from the 
estimates of holdings which are an element in miscella-
neous investments as described in Part IV. Estimates of 
interest on short-term commercial and finance paper and 
similar liabilities are made by applying rates for 90-day 
finance company paper to quarter-end holdings. Estimates 
of rent are derived from lines IV(b)(4) and H(b)(2) re-
spectively of the BP-2 I and BP-22. 

32 All the schedules referred to in this section are re-
produced in Part V. 

Income remitted to non-residents on assets under 
administration in management, safe custody and agency 
accounts (including estates and trusts), is derived in part 
from line 111(a) of the BP-29, Report by trust and 
mortgage loan companies in Canada on transactions with 
non-residents. The reported figure is grossed up to allow 
for fiduciary fees which may have been deducted in 
Canada, a corresponding amount being added to business 
service receipts. Further estimates of income payments 
are made in respect of the estimated holdings through 
other intermediaries in Canada of Canadian bonds and 
stocks as included in the total estimate of these holdings 
within miscellaneous investments in Canada described in 
Part IV. 

Quarterly series are constructed using the informa. 
tion available on a quarterly or monthly basis, together 
with allocations or projections of those items available 
only from annual sources. 

Business services and other transactions - Business 
service receipts and payments of Canadian companies, 
the principal types of which have been listed in the 
Descriptions section above, are with one exception 
derived largely from lines IV(a)(3) and IV(b)(5) of 
BP-21, Report of transactions between Canada and other 
countries, lines II(a)(l) and (b)(3) of BP-22, Report 
on investment in Canada of non-Canadian corporations, 
and line W(b) of BP-29, Report by trust and mortgage 
loan companies on transactions with non-residents. 
From time to time special supplements are used with 
these annual surveys in order to elicit component detail; 
the supplement used in respect of 1973 is reproduced in 
Part V. The information on payments to non-residents 
which is required annually from many companies under 
the Corporations and Labour Unions Returns Act is 
examined and where appropriate the coverage or defini-
tions of balance of payments surveys is extended or 
additional allowances are made in the general provisions 
for receipts and payments which are not the subject of 
regular surveys. An analysis of the information collected 
under the Corporations and Labour Unions Returns Act 
and the figures used in estimates of the balance of 
payments will be found in Appendix 8. A further small 
amount is included in business service receipts in respect 
of the fees charged to non-residents for the services 
provided by Canadian trust companies, as described 
under sources and methods of the estimates of miscella-
neous income. 

Business service receipts and payments of Canadian 
railways and airlines abroad, and of foreign railways and 
airlines in Canada, are obtained by correspondence or 
from line 1 of BP-58, Report of non-Canadian airlines 
operating in Canada. 

International receipts and payments related to 
broadcasting operations are obtained from an annual 
survey carried out by the Transportation and Communi-
cations Division of Statistics Canada. 
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There remain a large number of other service 
transactions which are not for the most part a product 
of regular survey operations. Among these many transac-
tions are commissions paid to agents. The estimates are 
based upon the application to aggregate trade series of 
fixed factors determined on the basis of discussions with 
trade sources. Lower factors are applied to trade with 
the United States than with other countries in considera-
tion of the larger volumes of transactions which occur 
between affiliates and are presumed not to involve 
agents. The factors used at the time of writing were 
established in 1971. Subsequent investigations have not 
indicated any need to change these factors. On trade 
with the United States the factors are 0.3% on exports, 
which constitutes a payment for Canada, and 0.5% on 
imports, a receipt for Canada. On trade with other 
countries the factors are 0.5% on exports and 1% on 
imports. 

Numbers of Canadian resident commuters em-
ployed in the United States, which are one of the bases for 
a calculation of their estimated net earnings, are estimated 
with the assistance of officials of the Department of 
Manpower and Immigration and United States sources. 
To the number of those employed in the automotive 
industry there is applied the published average weekly 
earnings of employees of that industry in the United 
States less an allowance of 20% to give an approximation 
of "take home pay". In the case of employees in other 
industries the average earnings are assumed to be 801/o of 
those of automotive workers, recognizing the relatively 
higher wages in the latter industry. Some of the net 
earnings are, of course, used in the United States for 
lunches, transportation, etc. These amounts appear as 
Canadian expenditures in the travel account. 

The "other" insurance which is included in business 
service and other transactions covers premium and claim 
transactions. Data are derived largely from the BP-27, 
Movement of funds between Canadian insurance com-
panies and their branches, agencies, bank accounts, and 
other companies or persons outside Canada, and BP-28, 
Movement of funds between British and foreign insurance 
companies doing business in Canada and head or other 
offices, companies or persons outside Canada. Further 
details will be found in Part V. 

The estimates for other miscellaneous services 
cover, as has been noted in the description above, a wide 
range of transactions and make use of a correspondingly 
wide range of sources and indicators. Transactions related 
to trade union operations are derived from the informa-
tion filed under Part H of the Corporations and Labour 
Unions Returns Act as published in the Annual Reports, 
Catalogue 71 -202. The basic legislation does not capture 
all the relevant international transactions and estimates 
are made for those which are not required to be reported. 

Receipts and payments for telecommunications 
are obtained from Teleglobe Canada (formerly Canadian 

Overseas Telecommunications Corporation). Transporta-
tion costs of migrants are estimated on the basis of their 
indicated numbers. Cost-sharing receipts and payments 
in respect of power developments on the St. Lawrence 
are obtained from Ontario Hydro. Estimates of inter-
national transactions in connection with lotteries are 
made on the basis of announced winnings of residents of 
Canada from major international lotteries; amounts are 
shown gross. The remaining miscellaneous, engineering 
and other professional services rendered by individual 
consultants and small firms are based upon an occasional 
survey. Finally, the provision for personal and other 
transactions related to the entertainment and sports 
industries, subscriptions to newspapers and periodicals, 
payment for newspaper features and articles, membership 
fees of professional societies, education by correspon-
dence and in foreign schools, and payments to foreign 
correspondents is based on fragmentary information, 
some of it going back to benchmarks established during 
the period of exchange control. Other parts have been 
up-dated from time to time through specific projects 
such as analysis of information produced by the Audit 
Bureau of Circulations. 

The quarterly pattern of business services and 
other transactions is not precise. 

The business service receipts and payments of 
Canadian companies are, with a few exceptions. distri-
buted proportionately to quarterly profits before taxes as 
used in the National Income and Expenditure Accounts 
of the United States and Canada, respectively. The 
exceptions are retroactive price adjustments which are 
available on a quarterly basis, and the receipts and 
payments of railways and airlines which are spread evenly 
over the year. 

Turning to other service transactions, the allocation 
of agents' commissions is determined by the quarterly 
values of exports and imports, while the net earnings in 
the United States on Canadian resident commuters are 
distributed proportionately to factory sales of automo-
biles in the United States (reported by United States 
sources), and the other items are for the most part 
spread evenly over the year. 

Evaluation 

It will be apparent that the quality of the measures 
of individual components of this mixed bag of transac-
tions varies immensely. The quality of the series has also 
varied over time. During the period of exchange control 
discrete transactions are believed to have been well 
covered, although the measurement of the transactions 
associated with trade and embraced within trade set-
tlements - commissions, transportation and insurance - 
presented the same problems which existed prior and 
subsequent to the period of control. When exchange 
control was terminated the methodology in respect of 
discrete services reverted to that in effect previously, 



- 92 - 

with, however, the added insight acquired during the 
period of control. Later the extension of investment in 
such forms as holdings of foreign currencies, real estate, 
etc., and the widening spread geographically of transac-
tions with Canada gave increased importance to the 
difficult measurement of miscellaneous income. Consid-
erable systematic work has been done on the estimates 
in the late 1960's and early 1970's, but while parts are 
well validated others remain to a considerable extent 
judgemental. 

Government transactions, not included elsewhere - 
The measures of Canadian payments abroad, based for 
the most part on government accounting records, are 
reasonably complete and accurate. This is also true of 
United States Government expenditures in Canada. 
Receipts from the activities of other foreign governments 
are not so well founded and may be subject to relatively 
large errors for some areas. 

Miscellaneous income - Estimates of revenues and 
expenditures of the Canadian chartered banks are based 
upon a variety of assumptions as to the structure of 
yields on particular types and loci of claims which render 
them subject to the possibility of considerable error. 
Estimates of the income on private non-bank holdings 
of foreign exchange and other short-term claims abroad 
are also subject to the possibility of considerable error, 
arising mainly from possible weakness in the levels of 
holdings which are dependent on geographical classifi-
cations established by foreign banks. The same weakness 
may apply to estimation of Canadian payments of 
interest on bank loans. The net receipts of interest on 
export credits are for the most part well founded in 
accounting records. The revenues of insurance companies 
are based upon a series of assumptions underlying the 
process described in considerable detail in Part V (BP-27 
and BP-28) and must be regarded as approximations 
only. Interest payments on intercompany debt and on 
money market instruments are believed to be relatively 
complete. Estimates of the income on assets under 
administration in Canada are of variable quality; while 
the elements reported by Canadian trust companies 
should be accurate, those in respect of other fiduciary 
agents are less well founded. The existence of the 
miscellaneous income series itself reflects the fact that 
the elements are for the most part less precisely mea-
surable than those covered in series for interest and 
dividends. 

Business services and other transactions - Esti-
mates of business services and other transactions may be 
treated for purposes of comment on their quality in the 
two broad groups shown in the description section. 
Business service receipts and payments of Canadian 
companies are based largely upon direct surveys. In the 
case of payments, there is some corroborating informa-
tion from the returns under the Corporations and Labour 
Unions Returns Act as described in Appendix 8. Work 
on the reconciliation of measures of the current account  

between Canada and the United States, which is described 
in Part VI, did not suggest significant faults in the measures 
of those services, as most of the adjustments in respect of 
services required for the reconciliation were occasioned by 
classification differences or occurred in the other accounts. 

The second group of service transactions is much 
less well founded as indicated in the description of sources 
and methods above, although the elements are generally 
consistent with such other evidence or indicators as are 
available. 

Linkages and Relationships 

CANSIM Databank Series - These are listed in Ap-
pendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Summary) 
and Table B (Regional Balance of Payments Summary), 
Part I (Goods and Services, and Transfer Payments), 
Items 7 Government, not included elsewhere, and 8 Other 
services. 

LMF/OECD Common Reporting System (Appendix 
6) - Global Balance of Payments Summary and Regional 
Balance of Payments Summary: Part A (Goods and Ser -
vices), Items 7 Government, not included elsewhere, and 8 
Other services. 

National Income and Expenditure Accounts (Cata-
logues 13- 001 and 13 .201) - Components of Exports of 
goods and services and of Imports of goods and services in 
Table 2, Gross National Expenditure, and subsidiary tables. 

Minor revisions to data for inheritances and mi-
grants' funds for 1937 through 1945, and pension receipts 
from 1952 through 1960, have not yet been incorporated 
as transfers in the national accounts and are included with 
services (see Appendix 3). 

Financial Flow Accounts (Catalogue 13 - 002) - 
Not relevant. 

Series Availability 

Annually from 1926 and quarterly from 1946, but 
pension receipts are included from 1926 through 1951. 

Supplementary Data 

Some detail of other service receipts and payments 
annually for the years 1926 through 1937, with data for 
the United States, the United Kingdom and other coun-
tries, will be found in lines 6 through 13 for the current 
account in Tables 40 through 51 of The Canadian Balance 
of International Payments, A Study of Methods and Re-
sults, Catalogue 67 -D-52. Details at a global level only 
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are available for 1938 and for 1946 in Statements 35 
and 36 of The Canadian Balance of International Pay-
ments, 1926-1948, Catalogue 67. 501. All these data 
include some components which have since been re-allo-
cated to transfers either as inheritances and migrants' 
funds or as personal and institutional remittances. In 
certain years there have been minor revisions at aggrega-
tive levels which are not reflected in the detail. 

The basic subclassifications of other service 
receipts and payments currently in use extend back to 
1946. Table 5.20 in The Canadian Balance of Interna-
tional Payments, A Compendium of Statistics from 1946 
to 1965. Catalogue 67 . 505 includes annual data for the 
United States, the United Kingdom and other countries 
in the following form. 

Receipts 	 Payments 

Government transactions 	Official contributions 

Personal and institutional 	Government transac- 
remittances 	 tions, n.o.p. 

Miscellaneous income 	 Personal and institu- 
tional remittances 

Business services and other 
transactions 	 Miscellaneous income 

Business services and 
other transactions. 

These totals will, it should be noted, include some 
items properly classifiable to transfers. Official contribu-
tions now appear in series B37. Receipts of government 
pensions beginning with 1952, payments of pensions, 
and all personal and institutional remittances back to 
1926, are currently published in series A33 and 1333 as 
appropriate. The detail of series A23 may be derived by 
making the appropriate adjustments based upon series 
B37, A33 and B33 as reflected historically in Table 32 
of The Canadian Balance of International Payments, 
1972, Catalogue 67-201. It may be noted that the series 
also include for 1946 and 1947 military transactions  

arising mainly out of the War of 1939-45 sometimes 
shown separately as series A22 and 1322, which are foot-
noted in Table 5.20 of the "Compendium". 

Detail for the current coverage of series A23 and 
B23 for the United States, the United Kingdom and other 
countries will be found for 1965 in Table 14 of the an-
nual report for 1965-70 (Catalogue 67- 201), for 1966, 
for 1967 and 1968, and for 1969 through i 974P in Table 
13 of the reports (Catalogue 67-201) for 1971, 1972, 
and 1973 and 1974 respectively. 

The corresponding detail at a global level has been 
published since 1972 on a quarterly basis beginning with 
the year 1970, Catalogue 67-001, Table 7. 

Special surveys of business service receipts and 
payments were carried out for the years 1969 and 1973. 
Extended detail was published respectively in The Cana-
dian Balance of International Payments, 1965- 70 and 
1973 and 1974, Catalogue 67-201. 

Related Data 

The annual returns under the Corporations and 
Labour Unions Returns Act (CALURA) include some 30 
categories of payments in the field of income and ser-
vices made to non-residents by reporting corporations. 
These data are published in the Annual Reports, Part I - 
Corporations, Catalogue 61 -210. A description of their 
relationship to balance of payments estimates is included 
in Appendix 8. 

Relationship to Conceptual Framework of the Interna-
tional Monetary Fund and Returns to the IMF 

The series correspond broadly in total to those for 
the categories of government, not included elsewhere, 
and of other services used by the International Monetary 
Fund. 33  They do not however, conform precisely to the 
concepts and definitions; the principal differences are set 
out below. 

33 EMF Balance of Payments Manual, Third Edition 
(1961). 

Receipts Treatment in Treatment conceptually 
Canadian data under IMF 

Insurance element of freight and Other services (A23) Freight and insurance on interna- 
shipping tional shipments' 

Expenditures in Canada of foreign Other services 023) Other transportation' 
airlines 

Pensions (ending in 1951) Other services (A23) Central government transfers' 

Lotteries• Other services (A 23) Private transfers' 

Miscellaneous income receipts Other services (A23) Investment income 2  

Personal expenditures of foreign mi- Travel (A4) Other services' 

grant workers and commuters 

See footnote(s) on following page. 
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Payments 	 Treatment in 	 Treatment conceptually 
Canadian data 	 under LMF 

Insurance element of freight and 	Other services (1323) 	 Freight and insurance on interna- 
shipping 	 tional shipmentsl 

Expenditures abroad of Canadian 	Other services (B 23) 	 Other transportation' 
airlines 

Miscellaneous income payments 	Other services (1323) 	 Investment income2 

Lotteries• 	 Other services (B23) 	 Private transfers 1 

Personal expenditures of Canadian 	Travel (B4) 	 Other services' 
migrant workers and commuters 

Withholding tax payments 	 Service payments (B27) 	 Payments should be gross 3  
1 Not so reflected in Canada's returns to IMF. 
2 Miscellaneous income includes some services (see text). 
3 Withholding tax entries are based on timing of government receipts and no distribution of origin is available. IMF allocates them in published statements for Canada to income payments on direct investment. 

Withholding Tax Payments 

Code - B27 Service payments: withholding tax. 	Note - This series is covered with code A38. 

Inheritances and Migrants' Funds 

Codes - A30 Inheritances and immigrants' funds receipts 

B30 Inheritances and emigrants' funds payments 
Concept 

These series and the three sets which follow all 
cover transfers, the counterparts of international transac-
tions which lack a quid pro quo. Inheritances and mi-
grants' transfers are grouped in a single category because, 
unlike the other transfers, they represent for the most 
part the transfer of accumulations of capital. Within the 
framework of national accounting they are frequently 
for this reason described as capital transfers. They must, 
however, be clearly distinguished from the capital move-
ments which appear in the balance of payments, and 
where indeed their counterpart entries will frequently be 
found. If entries representing transfers, whether of a 
current or a capital nature, were recorded in the capital 
rather than the current account, the capital account 
would not on balance reflect any net acquisition or 
disposition of international claims associated with the 
transfer. 

Series A30 and B30 cover migrants' transfers and 
transfers arising from inheritances by Canadian residents 
from non-residents and payments to non-residents of in-
heritances from Canadians. Canadian nationals who have 
been resident abroad are included in the series for immi-
grants' transfers upon resuming Canadian residency. 

Description 

Measurements of both inheritances and migrants' 
transfers, as used in the Canadian balance of international 
payments, are not fully in accord with the international 
conceptual framework, which calls for the inclusion of 
both real and financial capital which may be effectively 
transferred. As will be noted below, the measures used in 
practice are more restricted. 

In the case of migrants' transfers an attempt is 
made to measure the funds of migrants transferred at the 
time of migration and those intended to be transferred 
at alater date. Thus, in the case of immigrants to Canada, 
the measure sought is the total of cash and similar claims 
brought with them at the time of migration, and the 
amounts which they intend to transfer at a later date. 
This rather simple measure may not fit tidily into the 
statistical frame. Notes and specie will likely appear in 
due course in the financial settlements ultimately re-
flected in banking transactions, as will the similar trans-
fers which may be made later. The contra entry under 
transfers is accordingly necessary to explain the change. 
Personal and household effects which are imported will 
have been classified as non-trade transactions, as described 
under series Al and B!, and since they are excluded 
from balance of payments estimates, no entry in respect 
of them is required under transfers. In principle there is 
no reason why such movements of physical goods should 
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not be articulated in the accounts but the valuations 
which attach to them are at best judgemental and the 
commercial significance attributed to trade series would 
be impaired by their inclusion. 

More difficult problems arise in the case of assets 
.vhich immigrants may intend to retain outsideda. 
these clearly become a part of Canada's external assets, 
but they may or may not be so measured. To the extent 
they take a form which is measured from abroad (e.g., 
holdings of United States portfolio securities determined 
on the basis of the benchmarks described in Part IV, or 
holdings of deposits in countries from which data on 
liabilities to Canadians are obtained), and are recognized 
there by a change of address, they will be captured sta-
tistically. In the example of securities they will be re-
flected only as a change in the investment position, 
while in the case of deposits they will appear both in the 
balance of payments as a capital movement and in the 
investment position as a change in claims on non-resi-
dents. But there will be many cases which will not be 
captured at all at the time of migration, e.g., holdings of 
unregistered securities or of real estate. And the subse-
quent disposition of any assets retained abroad with re-
patriation of the proceeds to Canada will appear as a 
capital inflow and be reflected as a reduction in external 
assets only if this occurs through a channel covered by 
the Canadian reporting frame, e.g., a Canadian broker, 
but not otherwise. Somewhat parallel problems arise 
where immigrants may have acquired Canadian assets of 
significance prior to immigration. 

The handling of inheritances is much the same as 
for migrants' transfers and the same problems with res-
pect to the retention of assets apply. 

Sources and Methods 

Estimates of migrants' transfers into Canada are 
produced under arrangements with the Canada Depart-
ment of Manpower and Immigration. The numbers of 
legal immigrants and their countries of last permanent 
residence are, of course, directly available from adminis-
trative records. Among the information obtained by of-
ficials of the Department of Manpower and Immigration 
from arriving immigrants are the amount of money to be 
transferred to Canada, and the money in possession. 
From these, the total of funds transferred or to be trans-
ferred to Canada is estimated. (An allowance for the 
deferral of transfers is included in series D50.) 

Estimates of transfers by returning Canadians are 
derived by applying arbitrary per capita average values to 
numbers indicated by trade data in respect of imports of 
their personal effects. 

Estimates of emigrants' transfers are constructed 
in the case of migration to the United States and the 
United Kingdom from numbers supplied by the author-
ities in those countries. To these numbers are applied  

estimates of per capita transfers based upon data revealed 
during the period of exchange control adjusted subse-
quently for the general growth of personal assets. A 
rough estimate of emigration to other countries is 
produced periodically by analysis of Canadian census 
results, and a per capita figure for transfers is also applied 
to it. This figure is much smaller than in the case of 
emigration to the United States and the United Kingdom. 

Estimates of inheritances are also benchmarked 
largely from data going back to the period of exchange 
control. Again, the series are modified to make allowance 
for the general growth of personal assets as well as for 
the effects of migration. Other data which may contribute 
to the fInal estimate include the remittances from 
Canada representing withdrawals of capital from estates 
and trusts reported on line 111(b) of BP-29, Report by 
trust and mortgage loan companies in Canada on trans-
actions with non-residents.3 4  Special enquiries may also 
be made of the executors or beneficiaries in the case of 
major international inheritances occasionally reported 
by press sources. 

Evaluation 

As the sources indicate, the estimation of both 
inheritances and migrants' transfers presents considerable 
difficulty. Data in respect of inheritances and of emi-
grants' transfers are extremely limited, and data reported 
by immigrants may not always be accurate. 

Linkages and Relationships 

CANSIM Databank Series - These series are listed 
in Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A(Global Balance of Payments Summary) 
and Table B (Regional Balance of Payments Summary), 
Part 1 (Goods and Services, and Transfer Payments), 
component of Item 9.2 Other private transfer payments. 

IMF/OECD Common Reporting System (Appendix 
6) - Global Balance of Payments Summary and Regional 
Balance of Payments Summary, Part B (Transfer 
Payments) Items 9.1 Migrants' remittances and com-
ponent of 9.2 Other private transfer payments. 

National Income and Expenditure Accounts (Ca-
talogue 13 -201) - Components of Capital finance 
account - non-residents (Table 26), and of Current 
transactions with non-residents - reconciliation with 
Canadian balance of international payments (Table 60). 

Minor revisions to data for inheritances and 
migrants' funds for 1937 through 1945 have not been 
incorporated as transfers in the national accounts and 
are included with services (see Appendix 3). 

34 Reproduced in Part V. 
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Financial Flow Accounts (Catalogue 13 -002) - 
Net purchases of existing and intangible assets (category 
1800) of Rest of World (sector XIII). 

Series Availability 

Annually from 1926, quarterly from 1946. 

Personal and Institutional Remittances 

Codes - A33 Personal and institutional remittances 
receipts 

B33 Personal and institutional remittances 
payments 

Concept 

These series cover most private transfers other 
than inheritances and migrants' funds, and government 
transfers other than official contributions. 

Description 

Among receipts included under personal and 
institutional remittances are pensions paid by the United 
States and United Kingdom Governments to Canadian 
residents (from 1952), pensions paid by international 
trade unions, indemnification and restitution payments 
by the Government of Germany, estate taxes received by 
Canada, personal remittances such as gifts and alimony, 
and institutional remittances for relief, charitable, reli-
gious, educational or research purposes. 

Payments include pension payments made by 
governments in Canada to non-residents (old age security, 
Canada and Quebec pension plans, veterans' pensions 
and federal government superannuation benefits), and 
the types of personal and institutional remittances abroad 
described above for receipts. 

These remittances will include not only such items 
as gifts recognizing anniversary occasions, but also 
remittances for the support of relatives. In the case of 
payments, they tend to be largest to some countries 
from which emigration to Canada has been significant 
and where the retention of close family ties has been 
customary. 

As in the case of inheritances and migrants' funds, 
the series do not cover gifts in kind. Such private 
donations and gifts, as has been noted under series Al 
and Bi, are classified in the trade statistics as "Special 
Transactions - Non-trade" and are excluded throughout 
the balance of payments. 

Sources and Methods 

The transactions covered in the series to which 
governments in Canada or abroad are a party are obtained 
mainly from administrative records. Personal remittances 
are based upon a benchmark established during the period  

of exchange control which has been projected on the 
basis of reviews of family expenditure surveys, related 
statistical counterpart data prepared in some European 
countries, and international post office money order 
settlements. 

Institutional remittances to Canada are estimated 
on the basis of press reports and the examination of 
annual reports of grant-receiving institutions and of 
foreign foundations. Institutional payments abroad are 
based largely upon surveys carried out for the Canadian 
International Development Agency 35  and on other data 
supplied by major donor groups. 

Evaluation 

The elements of personal and institutional re-
mittances represented by transactions to which govern-
ments are a party and institutional transfers are believed 
to be relatively complete and accurate. Personal remit-
tances which may occur through many channels, including 
the transmittal of cash through the mails, are at best of 
an indicative nature. 

No amounts have been included for lottery transac-
tions, which are included with series A23 and B23. 

Linkages and Relationships 

CANSIM Databank Series - These series are listed 
in Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 1 (Goods and Services, and Transfer 
Payments), component of Items 9 Private transfer 
payments and 10 Central government. 

IMF/OECD Common Reporting System (Ap-
pendix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Part B 
(Transfer Payments) component of Items 9.2 Other 
private transfer payments and, in respect of pension 
payments, 10 Central government. 

National Income and Expenditure Accounts (C at-
logues 13-001 and 13 - 20 1) — Components of Income 
and Outlay Account - Non-resident (Tables 24 and 25, 
annual) and of Sources of gross saving (Table 8, quarterly). 

3 5  Directory of Canadian Non-governmental Organizations 
Engaged in International Development Assistance Canadian 
Council for International Co-operation, Ottawa. 
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Pension receipts from 1952 through 1960 have not 
yet been incorporated as transfers in the national accounts 
and are included with services (see Appendix 3). 

Financial Flow Accounts (Catalogue 13 -002) - 
Not relevant. 

Series Availability 

Annually from 1926, quarterly from 1946, but 
pension receipts are excluded from 1926 through 1951 
(see series A23). 

Official Contributions 

Code - B37 Official contributions 

Concept 

This series reflects the provision by Canada to 
developing countries of technical and economic assistance, 
other than in the form of loans, through the Canadian 
International Development Agency, including assistance 
funded by the government provided through Canadian 
non-governmental organizations and the International 
Development Research Centre. 

Description 

Canada gives official assistance to more than 70 
countries. Parts are on a long-term programmed basis, 
parts on a project-by-project basis. Some are bilateral 
programs, while others represent participation in a 
variety of multilateral programs over the years. Projects 
have ranged from long-term economic development to 
the relief and resettlement of refugees and to the succor 
of victims of natural disaster and famine, often taking 
the form of contributions of Canadian agricultural 
produce. Transfers may be financial or may take the 
form of the provision from Canada of goods and services. 

While the institutional arrangements for Canada's 
official contributions have varied over the years, the 
activities are now largely concentrated under the aegis 
of the Canadian International Development Agency. 
They currently include such programs as international 
development assistance, international food aid, grants 
to international organizations for multilateral assistance 
programs (such as the United Nations Development 
Program, World Food Program, United Nations Fund for 
Population Activities and United Nations Children's 
Fund), contributions for overseas projects of Canadian 
non-governmental organizations, and contributions to 
Canadian firms for feasibility and related studies to 
establish or expand operations in developing countries. 
The International Development Assistance Program itself 
has many regional and activity subdivisions. 

International food aid programs include both 
bilateral and multilateral food grants including those to 
the United Nations Relief and Works Agency. 

Not included in the series for official contributions 
are the administrative costs of the Canadian International 
Development Agency. 

It will be clear from the description of the pro-
grams that large parts of official contributions take the 
form of expenditures in Canada. Since the full measure 
of Canada's direct aid abroad is recorded as a transfer 
payment to the rest of the world, the provision of goods 
or services by Canada as a part of this aid appears in 
receipts. Exports of goods as part of official aid are 
included in the series for merchandise exports (Al). 
Other receipts are included with the government trans-
actions element of other services (A23). Among them 
are expenditures in Canada by foreign trainees (and 
associated payments to Canadian educational institu-
tions), portions of the pay of Canadian experts serving 
abroad which are believed to be applied in Canada for 
payments of their taxes, insurance, pension contributions, 
etc., the grants to Canadian firms for feasibility studies, 
and expenditures excluding administration within 
Canada by the International Development Research 
Centre. 

In accordance with the conventions applied 
throughout the balance of payments, contributions 
through multilateral agencies are attributed regionally 
to the residual ("other") category. 

During the wartime period the Canadian gift in 
1942 of $1 billion to the United Kingdom was followed 
by large contributions under mutual aid, military relief 
and to the United Nations Relief and Rehabilitation 
Administration, all treated as official contributions. (The 
provision of military relief led to some untidiness when, 
much later, settlements were negotiated with a number 
of recipient European countries. The amounts transferred 
to Canada were relatively small and it was not considered 
appropriate either to transfer the original charges from 
official contributions to the capital account or to 
establish a receipts category of official contributions to 
cover the settlements. The amounts were included with 
miscellaneous government receipts in series A23.) Later 
Canada contributed to a number of multilateral plans 
under the aegis of the United Nations through its 
Special Fund, Expanded Program for Technical Assistance 
and Children's Fund (United Nations International 
Children's Emergency Fund), as well as to bilateral 
programs such as those developed under the Colombo 
Plan or in response to disasters. 

The series reflect some contributions reflecting the 
cancellation of debt. In 1967 there was a remission by 
Canada of the principal and interest on loans extended 
to India for the purchase of Canadian wheat and flour. 
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Similar transactions occurred in 1973 and 1975 when a 
development loan and an export credit, respectively, 
originally to Pakistan were forgiven, and in 1976 when a 
development loan to Bangladesh was forgiven. These 
transactions were articulated by recording the forgiveness 
of principal as official contributions and showing simul-
taneous repayments in series D45 or D49 as appropriate. 

Series for official contributions do not include 
Canada's mutual aid to NATO countries, which has been 
described under series A2. 

Sources and Methods 

The series for official contributions is currently 
derived from details of expenditure provided monthly 
by the Canadian International Development Agency in 
respect of its various programs, supplemented with 
additional detail from the International Development 
Research Centre of theirexpenditures in the development 
field. 

Estimates of the amounts to be recorded as receipts 
are also based, insofar as is possible, on these sources, 
although the component representing the amounts spent 
in Canada for taxes, insurance and pension contributions 
by Canadian experts serving abroad is necessarily judge-
mental. 

Evaluation 

See Sources and Methods above.  

Linkages and Relationships 

CANSIM Databank Series - These series are listed 
inApperidix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 1 (Goods and Services, and Transfer Pay-
ments), component of Item 10.1 Central government 
intergovernmental transfer payments. 

IMFIOECD Common Reporting System (Appendix 
6) - Global Balance of Payments Summary and Regional 
Balance of Payments Summary, Part B (Transfer Pay-
ments), component of Item 10 Central government 
which includes also pension payments. 

National Income and Expenditure Accounts (Ca-
talogues 13-001 and 13-201) - Components of Income 
and outlay account - non-resident (Table 24, annual) 
and of Sources of gross saving (Table 8, quarterly). 

Financial Flow Accounts (Catalogue 13-002) - 
Not relevant. 

Series Availability 

Annually from 1942, quarterly from 1946 (includ-
ing wartime grants). 

Withholding Tax 

Codes - A38 Transfer receipts: withholding tax 

B27 Service payments: withholding tax 

Concept 

These series cover receipts by the government of 
Canada of taxes withheld on certain service payments 
and income distributions to non-residents. 

Specific payments on which withholding taxes are 
levied are estimated net of such. These series are a measure 
of such taxes, and appear as both receipts and payments 
in the current account. The payment series appears 
explicitly as a component of imports of services, and the 
receipts series appears explicitly among transfer receipts. 

Description 

In 1933 withholding taxes were introduced in 
Canada with respect to certain payments to non-residents. 
The types of income subject to the tax have varied over 
the years, and there have also been a variety of rates. 

Exemptions have been provided both for payments of 
certain types of income and for payments to certain 
classes of recipient. Tax treaties have led to a variety of 
differing arrangements with individual countries. 

In Canada, as in the United States, balance of 
payments series have historically been constructed net, 
or after deduction, of taxes withheld. This treatment is 
not in accord with the concepts recommended by the 
International Monetary Fund.36 Explicit series covering 
withholding taxes received by the Government of 
Canada on account of non-residents were introduced 
into both sides of the current account with the report 
for the first quarter of 1972, at which time series back 
to the introduction in Canada in 1933 of withholding 
taxes on payments to non-residents were provided to 
establish historical continuity. The entries appear on the 
receipt side among transfers, and on the payments side 
among imports of services. As a result of this treatment, 

36 IMF Balance of Payments Manual, Third Edition 
(1961), paragraph 250. 
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imports and exports of goods and services which appear 
in balance of payments statements can be used directly 
in the national income and expenditure accounts. 

It will be noted that symmetry is not achieved in 
respect of these transactions in either the balance of 
payments or the income and expenditure accounts, since 
withholding taxes on Canadian income abroad are not 
articulated within them. 

The series are obtained from an analysis of Gov-
ernment revenues rather than by direct correlation to 
the payments to non-residents from which they have 
been deducted. This treatment avoids the problems 
arising from differences in timing between the payments 
to non-residents and the recording of tax revenues in the 
government's accounts. The series are not distributed 
bilaterally, and accordingly no problem with respect to 
Canada - United States comparisons is engendered by 
the treatment. 

Sources and Methods 

The data are derived from the financial records of 
the Government of Canada. Monthly data as recorded in 
the government's accounts are attributed to the previous 
month to take account of remittance and accounting 
lags. 

Evaluation 

The series should be complete and accurate insofar 
as Government receipts are concerned, but timing 
problems are involved. A relatively small part 37  of 
withholding tax receipts is generated by payments made 
by Canadian corporations which are not regarded as 
residents of Canada for national accounting purposes 
(see the note on residency, non-resident Canadian 
companies and other special situations in Part VI); such 

37 There were some periods prior to the sixties when 
identifiable receipts of this type were, however, large. Identifiable 
receipts are included in series A23, other services, rather than 
A38.  

receipts are not conceptually taxes on Canadian factors 
of production. For both the foregoing reasons a precise 
correlation of withholding tax receipts and income and 
service payments is not possible. Allocations of specific 
components within the national income and expenditure 
accounts are based on less than fully satisfactory data. 

Linkages and Relationships 

CANSIM Databank Series - These series are listed 
in Appendix 1. 

LMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 1 (Goods and Services, and Transfer 
Payments), components of credit Item 10.2 Central 
government transfer payments, and of debit Item 6.3 
Investment income, other. 

IMF/OECD Reporting System (Appendix 6) - 
Global Balance of Payments Summary and Regional 
Balance of Payments Summary, component of credit 
Item 10 Transfer payments, central government and a 
special inserted debit item. 

National Income and Expenditure Accounts (Cat-
alogues 13 -001 and 13 -201) - Components of Income 
and outlay account - non-resident: Outlay in Table 25 
for receipts entry, and of Imports of goods and services 
in Table 2, Gross National Expenditure, and subsidiary 
tables. 

Financial Flow Accounts (Catalogue 13-002) - 
Not relevant. 

Series Availability 

Annually from 1926 and quarterly from 1946 
(presentation introduced first quarter of 1972). 
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l)irect un e,tmt.91L 

Codes - D2 1 Foreign direct investment in Canada 
D25 Canadian direct investment abroad 

Concept 
These series cover 	of capital giving rise to 

changes in net capital invested by controlling groups of 
non-residents in direct investment enterprises in Canada, 
and of Canadian residents in direct investment enter-
prises abroad. 

Direct investment is investment motivated by a 
desire to create or expand some type of permanent 
interest in a particular enterprise; it normally implies, 
if not the actual exercise of control, a degree of poten-
tial control. Enterprises in which there is direct invest-
ment are typically classified as "direct investment enter-
prises". This classification is assigned when the propor-
tion of voting stock held exceeds a particular level 
(under most conditions 50%). "Direct investment enter -
prises" need not be incorporated and therefore include 
branch operations of non-resident companies in Canada 
and branches of Canadian companies abroad. 

The transactions recorded here are restricted to 
those of a long-term character with principal owners 
only, rather than with all residents of the controlling 
country. Estimates used in the balance of payments 
series do not reflect accretions of undistributed earnings 
which are discussed in Part VII. 

Description 
The concept of direct investment adopted by the 

International Monetary Fund 1  is 
investment made to create or expand some 

kind of permanent interest in an enterprise; it 
implies a degree of control over its management. 
In the case of portfolio investment, on the other 
hand, the investor has no intention of playing a 
major role in the direction of policies of the enter-
prise; he is influenced by such considerations as 
marketability, income yield, possibilities for 
capital appreciation, tax advantages, exchange rate 
prospects, and safety of principal. Borderline cases 
exist between direct and portfolio investment, but 
a large part of all investment can in practice be 
distinguished as belonging to one or the other 
category. 
"Most direct investment is made to expand an 
enterprise beyond the national boundaries of its 
home country, either by establishing factories and 
sales organizations abroad or by producing or 
procuring goods abroad for import into the home 
country or export to third countries. It is charac- 

1 IMF Balance of Payments Manual, Third Edition (1961) 
paragraphs 367-374.  

teristic of direct investment that the investor 
possesses managerial control over the enterprise 
iihich the investment is made and that he also 
makes available to it his technical knowledge 
(know-how). For such reasons, some of the 
obstacles that usually stand in the way of inter -
national flows of private capital are absent in the 
case of direct investment. 

"Direct investment is distinguished as a separate 
category because it constitutes a significant part of 
the international flow of capital and has a behav -
iour that is rather different from that of other 
types of capital movements. Since it is intended to 
create or expand a permanentinterest in a business, 
direct investment is usu y made in accordanc 
with programs that cannot readily be modified in 
the short run, although changes of interest rates in 
the capital market may influence the degree to 
which the investor invites the participation of local 
capital. Once direct investment flows have taken 
place, they are not likely to be reversed, except 
through depreciation of assets or the liquidation of 
the investment. Direct investment is therefore less 
likely to vary in the short run with interest and 
exchange rates than are most other types of capital 
movements, although surplus funds of direct 
investment companies may move in response to 
these factors. Moreover, short-term fluctuations in 
direct investment may arise from changes in 
inventories, from payments of taxes to the country 
in which the investment is made, or from the 
accumulation and distribution of profits. 

"From the point of view of the country of loca-
tion, resident direct investment enterprises may be 
defined to include the following categories: 
(a) Branches of foreign enterprises, incorporated 

or unincorporated, i.e., including branches of 
foreign sole proprietorships and partnerships. 

(b) Other unincorporated enterprises operating 
separately in the compiling country but owned 
by non-residents or in which non-residents are 
controlling partners. 

(c) Incorporated enterprises (such as subsidiaries) 
operating in the compiling country, in whose 
policies non-residents exercise an important 
voice. In the absence of other information, the 
representation of specific groups of non-
residents on the board of directors, or the 
ownership of 25% of the voting stock by a 
closely organized group of non-residents may 
be taken as evidence of direct control. When 
there is no evidence of direct control in local 
hands, ownership of 50% of the voting stock 
by residents of one foreign country or of 75% 
by all non-residents may be taken as evidence 
of direct foreign control. . . 
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(d) Commercial real estate owned by non-residents, 
if this category of direct investment enterprise 
does not take any of the forms mentioned 
above. 

"The foreign investment in resident direct invest-
ment enterprises consists of two types of capital, 
direct investment capital and other capital. Direct 
investment capital is the (net) amount invested by 
the foreigners that have a material influence on the 
policies of the enterprise; it includes all investment 
in resident branches. "Other capital" in resident 
direct investment enterprises is the amount of 
capital invested in these enterprises by other 
foreigners." 

Although the statistical results do not differ 
greatly, many countries in practice apply slightly differ. 
ent criteria to measures of direct investment. In Canada 
these are derived from the basic organization of the 
statistical records of international investment, extending 
back to the early work in the field. These records cover 
each company in which any foreign capital is invested 
directly or indirectly. 

Each enterprise2  and in turn each company is 
classified primarily according to country or area of 
control. The concept of control needs to be carefully 
examined before conclusions are drawn from the data. 
In general an enterprise is considered to be foreign 
controlled if 50% or more of its voting stock is known 
to be held in one country outside Canada. The group is 
modified by the addition or deletion, as appropriate, 
of concerns where it is believed that because of the 
distribution of the stock effective control is held with 
less than 50% of the voting stock. (Since complete 
knowledge of the share owners may not be available, the 
classification of borderline cases involves a measure of 
judgement based upon all the known factors which 
could be relevant.) The enterprise includes all the corpo- i 
rations over which the group itself is in a position to 
exercise control. The concept which has been adopted 
is, therefore, one of potential control through stock 
ownership, and the degree, if any, of local autonomy 
permitted in practice by the owners is not relevant. 

There are a few significant cases where direct 
investment flows are with an intermediate operating 
enterprise in a country other than the country of control, 
i.e., in such case the direct investment is recorded as 
being from a country other than the country of control. 

In order to maintain the integrity of this system 
which is based on corporate entities, commercial real 
estate as specified in the IMF category (d) above has, in 
the Canadian estimates, been reflected in series D50, 

2 Enterprises are defined broadly as firms or aggregations 
of firms under common control or management. See p.  8 Stand. 
ard Industrial Classification Manual, Revised 1970 (Catalogue 
12-5 01). 

Other long-term capital transactions, rather than as 
direct investment. 

A further exception to the strict application of the 
IMF definition is made in respect of 
lished for the purpose of making poxtfolioJ.nestments 
in Canada. Thse1ie _qot bcn foxcign 
controlled regardless of their ownership, since they do 
not in fact give rise to any measure of "management" or 
"control" over Canadian industry. Thus mutual or 
closed end investment funds established in Canada by 
United States interests have been classified as portfolio 
rather than direct, despite the fact that the management 
and practically all the capital involved were of United 
States origin, because the funds' investments were 
widely diversified and had no entrepreneurial association. 

There are, of course, concerns wholly or substan-
tially owned beneficially by Canadians, whose operations 
may in fact be controlled by foreigners through pro-
cesses other than investment, e.g., licensing, franchises, 
exclusive supply contracts, captive markets, etc., but 
these are not included in statistics of foreign direct 
investment. 

Foreign direct investment enterprises range from 
unincorporated branches of foreign corporations opera-
ting in Canada, through wholly or partially-owned 
Canadian subsidiaries of foreign corporations, to Cana-
dian private or public companies which have no parent 
concern but whose stock ownership is held substantially 
in a country outside Canada. (To achieve various statisti-
cal advantages, including co-ordination with other inputs 
employed in the construction of balance of payments 
series, more weight is placed on the institutional structure 
than legal jurisdiction. Accordingly, Canadian data treat 
as Canadian subsidiaries some companies incorporated 
outside Canada substantially for the purpose of engaging 
in business in Canada; figures for foreign investment in 
Canadian subsidiaries are consequently higher, and 
figures for foreign investment in branches lower, than 
would be the case if the basis of country of incorporation 
were followed strictly.) 

Because direct investment flows are defined to be 
those to or from the principal owners, they normally are 
to or from the country of control. There are, however, a 
few significant cases when they are to or from an inter-
mediate operating subsidiary in a country other than 
that of ultimate control. In such cases the direct invest-
ment is recorded as being from the intermediate country. 

The distinction between long- and short-term 
capital in Canadian balance of payments and investment 
position data covering this field is based on probable 
behaviour rather than on strict form. Respondents are 
asked to classify as long term those claims which are 
intended or likely to remain oustanding for more than 
one year from the date incurred. This concept has 
proved more meaningful than adherence to the strict 

tL- 
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term of claims because demand obligations or open 
account claims are frequently applied in parent company-
subsidiary accounting to capital having an essentially 
long-term function. In general, therefore, the definitions 
adopted approximate the "normal" capital employed. 
ShorUrm cIim nd changes in them which are ex-
cluded from direct investment under these definitions 
are included in other categories of capital movements. 

While the series for direct investment flows do not 
cover the accrual to foreign owners of undistributed 
ärnings - for which estimates are not available on a 

ciurrent basis - they do inqlude divideiids paid to 
parent companies by wholly-owned subsidiaries as 
described under series A15 and B15. 

It will be noted that series covering the book value 
of direct investment in Canada used in the year-end 
estimates of Canada's international investment position' 
differ in concept from the series for direct investment 
flows used in the capital account of the balance of 
payments. As described in Part IV, the former cover the 
total book value of long-term investments, including 
ulidistributed earnings in Canada by all residents of the 
country to which the direct investment is assigned. On 
the other hand direct investment series in the balance of 
payments cover flows of a long-term nature with princi-
pal owners only, and do not reflect the accretion to 
them of undistributed earnings. Some of the links 
between the movements of capital which appear as net 
direct investment flows from the United States and the 
changes in the recorded book value of United States 
direct investments in Canada are included in the supple-
mentary material published annually. 

Capital movements for direct investment include a 
great variety of transactions, large and small, inwards 
and outwards, recurring and non-recurring. They include 
funds to fmance capital formation involving the use of 
host country labour, machinery and equipment. They 
include the financing of machinery and equipment 
which may need to be imported, ranging from small 
components to massive installations of custom built 
equipment. They include the acquisition or disposition 
of existing assets, such as land, or buildings, or going 
concerns. They include the provision of basic working 
capital necessary to finance normal inventory invest-
ment, receivables from customers, etc. While some direct 
investors are supplying additional capital to finance 
expansion, others find that the funds generated from 
earnings, depreciation, etc., are greater than their foresee-
able needs in the host country leading to significant 
returns of capital. The supplementary material published 
annually with respect to the United States shows the 
gross flows of direct investment capital to and from 
United States direct investments in Canada. 

It is never possible to measure precisely the part of 
direct investment flows devoted to new capital formation 
or investment in a physical sense. While some transfers  

occur specifically for the purpose of acquiring existing 
concerns, property, etc., others represent only an addi-
tional source of financing for active companies which are 
constantly shifting the nature of their financial liabilities 
from one form or source to another, in accordance with 
changing circumstances. A further comment on the rela-
tionship of capital flows to new investment may be 
found in Part VII. 

Sources and Methods 
The basic data input to the annual series for D21 

Foreign direct investment in Canada, is the schedule 
BP-2 1, Report of transactions between Canada and other 
countries, 3  specifically lines I (a) and (d). This is sup-
plemented by data covering foreign branches in Canada 
from lines I (a), (c), (e) and (g) of schedule BP-22, 
Report on investment in Canada of non-Canadian 
corporations 

The estimates are, however, by no means a direct 
product of these surveys, and many pro forma schedules 
are generated to reflect direct investment flows which 
would not otherwise be covered. These include, for 
example, capital flows associated with the establishment 
of new Canadian companies which are not immediately 
embraced within the full reporting system, or the reverse 
process of repatriation of proceeds of liquidations where 
the enterprise has gone out of existence before the com-
pletion of the survey. Particularly important, too, are 
cases where direct investment flows take place but the 
subject enterprise is not a party to them - takeovers of 
existing enterprises. The subject enterprise may indeed 
not be aware of the terms underlying a shift in its 
ownership. 

This process involves careful scrutiny of individual 
schedules, not only those already cited but also schedules 
BP-23, Payment of dividends, for stock dividends, BP-5 1 
and BP-52, Geographical distribution of ownership of 
capital of Canadian companies, and BP-57 and BP-58, 
Investment in Canada by non-Canadian firms, for 
evidence or confirmation of flows not covered on the 
BP-2 1 or BP-22. 

Finally, a small amount is taken into the annual 
estimates to allow for direct investment flows which 
remain unidentified at the time of the estimate. In 1974 
this amounted to $26 million in the total estimate of 
$725 million for net inflows for direct investment in 
Canada. 

Some special interest may attach to the construc-
tion of quarterly estimates. Those companies which 
typically exhibit significant direct investment flows 
report them on schedules BP-21A and BP-22A, on a 
basis consistent with the correspondingly numbered 

3 All the schedules referred to in this section are repro-
duced in Part V. 
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annual schedules. These data inputs are supplemented 
by estimates in respect of specific projects, takeovers, 
etc., triggered by reports in press, imancial and similar 
services. The amounts of the flows may be estimated 
from these sources and reference to the bureau's data 
files, or on occasion by direct enquiry to the parties to 
the transactions. The aggregates represent all the infor-
mation available in respect of the quarterly pattern of 
flows. Since the quarterly coverage is partial, an estimate 
is then made on the basis of past experience (excluding 
extraordinary transactions) of the likely net under-
coverage by quarterly sources, and it is added into the 
totals. Thus, for example, in 1974, the quarterly data 
covered $412 million to which there was added $313 
million for which no accurate quarterly distribution was 
available to arrive at the currently published total of 
$725 million. In the construction of the estimates no 
seasonality is normally imputed to the data available on 
an annual basis, and the estimate is simply divided by 
four. (An exception has been made rather arbitrarily in 
periods of intensive exchange speculation on the assump-
tion that there is some acceleration or lag, as appropriate, 
in the "normal" flow of direct investment capital.) This 
practice while rather unsophisticated probably causes 
little serious difficulty for users as the dividing line 
between flows in long- and in short-term forms is neces-
sarily imprecise, and any irregularity which is excluded 
from the long-term flows appears as short-term through 
the quarterly balancing item. But it may be noted that 
the estimates remain subject to the criticism that they 
may reflect undue irregularity between the fourth and 
first quarters. 

Although the quarterly estimates as originally 
produced reflect press reports and other unconfirmed 
data sources, tempered by the experience of the statisti-
cians responsible for the area, within final annual esti-
mates these will have been confirmed or corrected by 
direct sources and the quarterly patterns correspondingly 
revised if necessary. The role of the secondary data is 
confined therefore to preliminary estimates and to the 
establishment of quarterly distributions. 

Sources and methods applicable to series D25, 
Canadian direct investment abroad, closely parallel those 
for series D2 1 above, and are not repeated in full detail. 

The basic data inputs come again from the sched-
ule BP-21, but in this case the relevant entries appear as 
item 11(a). As in the case of series D21 a number of 
other sources are exploited, and schedules BP-59, 
Capital invested abroad by Canadian enterprises and 
BP-60, Canadian investment in non-Canadian corpora-
tions are examined. The net outflow of $775 million 
published for 1974 includes an allowance of $6 million 
made for flows which remain unidentified. 

Quarterly estimates are based in the first instance 
on Part II of BP-21A, Report of transactions between 
Canada and other countries, supplemented by press and  

other intelligence. As in the case of foreign direct invest-
ment in Canada, quarterly coverage is partial and a 
projection of undercoverage is made on the basis of past 
experience. In 1974 the identified quarterly data covered 
$590 million, to this was added $185 million for which 
no accurate quarterly distribution was available, to yield 
the published total of $775 million. 

Evaluation 
It is difficult to evaluate the accuracy of the direct 

investment flow series. While surveys of the book values 
of foreign investment are made independently, they are 
derived from substantially the same survey universes. 
The interrelationship of the surveys, however, provides 
some safeguard against reporting errors. Two further 
elements of information are available. 

In the examination of counterpart United States 
and Canadian balance of payments measures described 
in Part VI, it was discovered that the Canadian data for 
United States direct investment in Canada for the eight 
years 1965 through 1972, with one exception, showed 
net receipts not identified anywhere in United States 
data. Over the period, unexplained differences averaged 
about $80 million per annum. A special United States 
study for 1966 suggested, however, an understatement 
in their regular estimate for that year of the order of 
$190 million. The year 1966 had shown the widest 
unexplained balance between the two countries, 
amounting to more than $250 million, and the shortfall 
in the original United States measure may accordingly 
have been atypical, but the basis of a satisfying evalua-
tion is lacking. A more recent internal study comparing 
the United States and Canadian series for net direct 
investment flows into Canada for 1974 showed an 
unexplained difference of only $13 million. This was 
equal to about 2% of each country's estimate. The close 
similarity of the series totals was a matter of coincidence, 
given the conceptual differences between them, and the 
small unexplained difference may be similarly fortuitous. 

In the case of Canadian direct investment in the 
United States, Canadian data show inexplicably larger 
capital outflows from Canada in all but one of the eight 
years 1965 through 1972, averaging about $45 million. 
The result of the 1974 study on Foreign Direct Invest-
ment in the United States undertaken by the United 
States Department of Commerce also shows less direct 
investment from Canada than that recorded by Canadian 
sources. 

Some comforting evidence is available in respect of 
the allowance made in the estimates for foreign direct 
investment in Canada for flows not identified. This 
allowance is required because, although enterprises 
covered in the surveys are identified from a variety of 
sources, there is inevitably some lag in the process and 
some possibility of omissions. Following the introduc-
tion of the Corporations and Labour Unions Returns Act 
in 1962, a special analysis was made of the returns 
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received under it with the basic investment position 
records. As a result some 400 additional companies 
involving foreign investment of about $170 million were 
incorporated in these records. It was judged that the 
accumulated allowances for which provision had been 
made in the flow estimates were adequate to fInance 
these holdings. 

As this volume was being completed, however, 
problems were encountered in the figures produced by 
the methodology which had, in general, served reasona-
bly well over several decades. The annual estimate for 
the net flow of foreign direct investment into Canada in 
1974, placed originally at $435 million, had been raised 
by two-thirds at the time of writing to $725 million. 

[ 

I 	Mows identified 	
Additiona1 Published 

Publication 	 Annually 	allowance 	total 

	

Quarterly 	only 

millions of dollars 

	

IV Q 1974 ..................238 	- 	197 	435 
II Q 1975 ................. 	 24 

	

9.276 	 15 	585 

	

II Q 1976 .................. 412 	287 	26 	725 

The projected flow for 1975 was raised from $425 
million to $630 million. 

Early estimates are based largely on quarterly 
source data with allowance determined by past experi-
ence for flows not so measured. Quarterly coverage has 
been under continuous review to capture all large re-
spondents as well as large erratic flows arising from such 
causes as takeovers. Yet recent estimates have called for 
disturbingly large revisions. 

At this stage it is possible only to speculate on 
causes of the difficulty. Although it is not consistent 
with the particularly rapid emergence of the problem, 
one hypothesis that may offer a partial explanation is 
that structural change and maturation have altered the 
balance between the surveyed component and the 
allowance incorporated in the early estimate. The larger 
enterprises covered quarterly have shown rising outflow/ 
inflow ratios for some years and are currently responsi-
ble for a significantly reduced proportion of the final net 
estimate of foreign direct investment in Canada. Their 
outward flows include, but are not wholly explained by, 
recent repatriations of foreign direct investment. In the 
wider perspective it may be noted that a greater part of 
the growth of foreign-controlled enterprises in Canada 
than formerly now appears to originate in existing enter-
prises. These may have available internally generated 
sources of financing and perhaps, too, greater access to 
financing in Canadian and international capital markets 
than do new entrants. Analysis of available data relating 
to direct investment and corporate financing suggests 
there has been a reduction in the contribution of direct 
investment flows as a proportion of corporate financial 
requirements. The total of foreign direct investment in 
Canada attributable to smaller enterprises has increased 
as, on average, more of these enterprises have brought in 
small amounts of direct investment. There is no evidence, 
however, of a cyclical or secular trend to a reduced rate  

of capital formation in Canada by foreign-controlled 
enterprises, although the composition of such invest-
ment appears to have altered. It is conceivable that 
administrative influences such as tax reform, foreign 
investment review, energy policy, and the prices and 
incomes program may also have influenced the size and 
the timing of recent flows. 

In view of the changing environment, it is not 
surprising that early estimation of net flows of foreign 
direct investment capital into Canada should have 
become more difficult compared with the situation 
when changes in direct investment inflows were more 
directly associated with expenditures on specific major 
new projects. The data are still under examination, and 
it may be that the results, for recent years, will prove to 
have been a temporaly phenomenon. While more com-
plete quarterly survey coverage would appear to be one 
possible remedy, this would add to costs and would not 
be consistent with the objective of reducing and simpli-
fying respondent burdens. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), Item 11.1 Direct investment (liabilities) for D21 
and Direct investment (assets) for D25. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), 11.1 Direct investment (liabilities) 
for D2 1, Direct investment (assets) for D25. 
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Special Report for United Nations on international 
flow of long-term capital and central government transfer 
payments, Part 2 (Changes in foreign liabilities and 
transfer payments received) Item Al Private- non-
monetary sector's liabilities: Direct investment for D21 
and Part I (Changes in foreign assets and transfer pay-
ments made) Item Al Private non-monetary sector's 
assets: Direct investment for D25. 

National Income and Expenditure Accounts 
(Catalogues 13-001 and 13-201)-- Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components in Rest of World (sector XIII) of Claims on 
associated enterprises - corporate (assets category 2512 
for D2 1 and liability category 3512 with sign reversed 
for D25). 

Series Availability 
Annually 1927 through 1939 and from 1946, and 

quarterly from 1950. 

Supplementary Data 
Gross inflows and outflows for United States 

direct investment in Canada (series D21), and other 
capital movements affecting the total value of invest-
ment in Canada by United States residents in United 
States-controlled enterprises, annually with some indus-
try detail: 
Catalogue 

67-505 	1946-57 Table 6.1 
67-201 	1958 (1965-70) Table 18 

1959-68 (1971)Table 17 
1964-70 (1972) Table 17. 

Portfolio Transactions in Canadian Securities 

Codes - D30 Outstanding bonds 
D3 I Outstanding stocks 

D32 New issues 
D33 Retirements 

Concept 
These series cover international movements of 

capital relating to trading, new issues, and retirements 
of portfolio holdings of long-term Canadian securities. 

Description 
The object of these series is to cover international 

transactions in portfolio holdings of long-term Canadian 
securities. The principle which guides their construction 
is the recording of transactions effecting changes in 
ownership of securities between residents of one country 
and another. They are accordingly designed, insofar as is 
possible, to capture transactions which may be carried 
out by resident investors whether with or without 
the intermediation of Canadian security houses. - 

International security transactions frequently 
involve foreign exchange transactions or other move-
ments of funds from one country to another, but also 
include purchases and sales whose settlement may be 
netted out through trading accounts and direct ex-
changes of securities between residents and non-res-
idents under special offers. 

Neither the physical location of the security, 
the currency in which the transaction may be con-
summated, nor the currency in which the security 
may be denominated is of prime relevance for the 
series. 

As with all the other series in the group from D21 
through D52 the transactions are confined to those 
occurring in long-term forms. The definitions which are 
used therefore limit the series either to equities or to 
obligations having an original term of more than one 
year. It should be emphasized, however, that short-term 
capital movements may take place.in  long-term forms 
(aiidiiice versa). This will more frequently be the case 
in respect of transactions in portfolio holdings of long-
term securities than in respect of other types of flows. 
A long-term bond may be acquired and held for only a 
short time influenced either by a view originally held 
of future market trends or by a subsequent reaction to 
changing conditions. 

An exception to the general rule that the series 
cover transactions in long-term securities was applied 
to "buy-back" transactions under sale and repurchase 
agreements. From 1963, any such transactions which 
were based upon Government of Canada direct issues 
with an original term over one year were excluded from 
the series and treated as short-term money market 
transactions. In recent years few such transactions 
were reported, and their separate identification was 
abandoned in 1974, although the general treatment 
remains the same. 

Other transactions which are excluded are those 
related to non-resident participation in Canadian short-
terni money markets, transactions in mortgages or 
export finance paper, and types of security transactios 
which represent direct investment of capital by the 
principal owners of an enterprise. .e.g., subscriptions 
by parent companies for new stock offered to share-
holders by companies with some public ownership or 
the acquisition by a non-resident of a major block of 
outstanding equity of a Canadian enterprise. These 
latter transactions are more appropriately recorded 
as direct investment. 
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Chart 111.2 
Sales of New Issues of Canadian Bonds and Debentures to Residents of the United States 
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Although not reflected in the summary series 
used in balance of payments statements, additional 
detail by type of issuer is available in subsidiary state-
ments or publications: 

Government of Canada 	direct issues 
guaranteed issues 

Provincial governments 	direct issues 
guaranteed issues 

Municipal governments and 
institutions 

Corporations 	 bonds and debentures 
common and prefer. 

ence stocks 
(Corporate issues guaranteed by a government are 
classified as government guaranteed issues.) 

In the case of new issues and of retirements 
separate series are available for issues denominated in 
Canadian and in other currencies.  

outstanding securities may lead to net capital move-
ments and to changes in Canada's international in. 
vestment position, it does not ordinarily affect the 
resources at the disposition of the issuer. New issues, 
on the other hand, add to the resources of the issuer 
and retirements reduce them. There is, however, a 
link between trading in outstanding issues and the two 
"terminal" series, new issues and retirements. An issue 
originally marketed abroad and shown as a new issue 
sold to non-residents may, through subsequent trading 
in secondary markets, be repatriated, and its ultimate 
retirement would then be a domestic rather than an 
international transaction. The distinction between the 
three broad series, trade in outstanding issues, new 
issues, and retirements, is not easily drawn at the margin 
when an international border is involved. 

Outstanding securities include issues that have 
already been distributed at wholesale to a selling group 
as well as after-trading in rights and warrants, and all 
transactions in mutual fund shares. 

New issues are securities that have not yet been 
distributed wholesale by the underwriting group or 
purchasing syndicate, i.e., securities which are in a state 
of primary distribution. They include new refunding 
and conversion issues as well as sales of issues not pre-
viously available to the public, where proceeds from 
these sales represent an additional source of funds to 
the issuing enterprise. (As already indicated, however, 
rights, warrants and all mutual fund shares are treated 
as outstanding securities.) The series represents the 
proceeds of all new issues sold to non-residents and is 

Transactions in the securities of Canadian com-
panies which are treated for statistical purposes as non-
residents of Canada, as described in the note in Part VI, 
are treated as transactions in foreign securities. 

- Values used in the construction of the series are 
net amounts received by, or paid on account of, res-
itsFCanada. Thus for transactions executed in 
Canada, alesare recorded on the basis of amounts 
debited to non-resident purchasers - the cost of tlof the 
securities plus commissions and taxes, if any, in Canada; 

rchëirë èrdda'rtlle iñiiiiits credited to non- ? , not confined to issues underwritten abroad. Like other 
reint sellers - the proceeds of the sales less corn- V ,(  series it is, of course, expressed in terms of Canadian 
missions and taxes, if any, in .ana a. For _transactions-'-,t ,  currency. But is is not necessary for the proceeds to 
executed outside Canada the amounts recorded in 	be converted into Canadian dollars. The transaction 
respect of sales ariroceeds less commissions and 	is measured when title to the securities is beneficially 
anespJd outside Canada; purchases include corn- 	acquired by a non-resident against payment of a con- 
n1QaS....afld t.a.xes, ii ally, paid outside Canada. It will 	sideration to a resident. 
be noted from the foregoing that the series are dis- 
torted by reason of commissions, taxes and issue ex- 	Retirements of securities occur variously at 
penses which might, if available separately, more ap- 	maturity, through the exercise of call provisions in 
propriately appear as current account transactions. 	advance of maturity, or through repurchase by the 

debtor for sinking fund or other purposes. 

The series may differ widely, of course, from the 
changes to which they give rise in the geographical 
ownership of the par or nominal values of obligations 
or of the underlying book values of equities traded. In 
addition to the factors already cited and to variations 
in exchange rates, the existence of premiums and 
discounts on new issues and retirements, and of vari-
ations of prices for all securities in secondary market 
trading, come into play. The values used in the series 
tend, however, to correspond to the carrying values 
generally reflected in the accounts of investors. 

It has been found convenient to divide the series 
into three main components: trade in outstanding 
issues, new issues, and retirements. While trade in 

Although full detail of the difference between 
the proceeds of new issues of Canadian securities sold 
to non-residents and the accompanying growth in 
Canada's external liabilities is not available, an occa-
sional general analysis has been made: For example, 
in 1974 the total proceeds of new issues of Canadian 
securities sold to residents of the United States was 
$1,816 million. This included $10 million from the 
sale of Canadian stocks, $102 million from the sale 
of Canadian bonds and debentures payable in Canadian 
funds, and $1,704 million from the sale of Canadian 
bonds and debentures payable in United States funds 
only. The par value of the latter series was about U.S. 
$1,765 million from which there was deducted iden-
tified discounts, underwriting commissions and other 
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expenses abroad of about $23 million net, and $38 
million for the exchange difference between the United 
States and Canadian dollars. 

Delivery or settlement dates for security trans-
actions are normally a few days after the contract 
dates. In general, series are produced on a sItlenj.nts 

si.which accords more appropriately in balance of 
payments estimates with corresponding financial settle-
ments than does the contract basis. 

A greater lag will normally occur between the 
establishment of the terms of a new issue and the 
actual delivery and settlement of it. Typically the 
terms in these cases will be set by the underwriters 
before the selling group begins to enter into contracts. 

The provision in respect of some large issues for 
deferred deliveries may be of considerable significance 
for analysis. Primary balance of payments series are 
constructed on a delivery basis, but since the terms 
may have been established many months or even years 
previously a sa2plementuy series is provided in respect 
of new issues of Canadian bonso144o !Jj4!tates 
residents on an offerings rather than a delivexy basis. 
Ovcithei-year period from 1957 through 1974 
quarter-end undelivered balances on sales contracts 
ranged between $14 million and $933 million as shown 
in Chart 111.2. It is not surprising therefore that capital 
flows, and contêThporary security and exchange market 
c5fiditions may be at variance with expectations. 

United States "Income Accumulating Funds" - 
The organization in 1954 and the years following of a 
group of rather special Canadian diversified management 
investment companies introduced a new and important 
factor into trade in outstanding securities between 
Canada and the United States which persisted for a 
decade. The essential purpose of these funds was to 
provide a medium for portfolio investment in Canada 
which was attractive to United States investors by 
reason of important tax advantages they were able to 
offer. Although technically the funds took the form of 
Canadian corporations controlled by residents of the 
United States, they were treated in Canadian balance 
of payments statistics from 1954 through 1964 as non-
resident, representing collectively United States port-
folio investors. A description of their operations and an 
analysis of their transactions was published in The 
Canadian Balance of International Payments, 1963, 
1964 and 1965 and International Investment Position, 
Catalogue 67-201, pp. 44-47. The foreign investment 
through them in Canadian bonds and stocks was segrega-
ted in the estimates of foreign long-term investment in 
Canada published in Canada's International Investment 
Position, 1926-1967, Catalogue 67-202, Table IV. 
(Since there were minor amounts of non-United States 
investment in the funds, the figures for United States 
investment in Canadian long-term securities through 
them which appear in the investment position are  

slightly smaller than their total holdings of Canadian 
long-term securities.) 

Sources and Methods 
Trade in outstanding Canadian securities - The 

sources and methods used in the construction of esti-
mates of trade in outstanding Canadian securities be-
tween Canada and other countries may be dealt with in 
four periods. 

In the earliest years, until 1933, the estimates were 
very primitive. Indeed for the definitive estimates in the 
revision incorporated in The Canadian Balance of Inter-
national Payments, 1926 to 1948, Catalogue 67.501, 
the estimate for trade in outstanding securities (both 
Canadian and foreign) was derived as the residual of 
direct estimates of the current account transactions and 
of capital transactions other than those in outstanding 
securities. The data incorporated in the historical tables 
published after 1971, which have attempted to match 
detail currently published, make use of more fragmen-
tary data which were developed earlier for the period. 

Commencing with 1933 a regular monthly survey 
of security dealers was introduced. No description of 
it is included at this point, as the basic principles and 
structure were similar to those of the survey used since 
1952, which is described below (although the latter 
has been extended and refined considerably over the 
ensuing years). 

With the introduction of exchange control follow-
ing the outbreak of war in 1939, alternative measures 
became available from the records of the Foreign Ex-
change Control Board. This source provided the net 
amounts of foreign exchange received or paid out as 
well as transfers to or from Canadian residents of Cana-
dian dollars under permitted security transactions. It 
also provided details of transactions which had been 
subject to special arrangements, such as the making of 
a direct investment abroad with the proceeds of the 
sale outside Canada of domestic securities having some 
years to maturity. The exchange control data estab-
lished relatively good measures of the net transactions 
in outstanding Canadian and foreign securities but did 
not provide for switching between them, or yield distri-
butions by type of issuer or geographic region. On the 
other hand coverage was more complete than in the 
case of the monthly survey. The two reporting systems 
developed a marked divergence from the middle 1940's 
a substantial part of which undoubtedly reflected the 
omission by respondents to the monthly survey of 
large sales of Canadian dollar issues of the Government 
of Canada. Accordingly, during the period of exchange 
control, figures derived from it were used as the control 
totals. From 1946 through 1951 results of the monthly 
surveys were used to provide control totals for trade in 
outstanding foreign securities and an adjustment for 
switching between Canadian and foreign securities was 
made to the exchange control derived total for trade in 
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outstanding Canadian securities on the assumption that 
this was where most of the discrepancy occurred. The 
monthly reports were also used as an indicator in making 
geographic allocations. 

With the termination of exchange control near 
the end of 1951 the monthly survey process was re-
examined in the light of the experience with the two 
sources. The respondent coverage and the definitions 
were extended and the survey, together with supple-
mentary information from other surveys, became again 
the basic source for the series. 

The basic schedule is BP-30, Security transactions 
with non-residents.4  It is obtained monthly from mem-
bers of the Investment Dealers' Association of Canada, 
of the Canadian Bankers' Association, of the principal 
Canadian stock exchanges, other foreign investment 
houses operating in Canada, and a number of investors 
in Canada who regularly engage directly in transactions 
with dealers or brokers abroad, e.g., trust companies, 
investment funds, pension funds and some non-financial 
corporations. 

The components of the return which are embraced 
within the series for trade in outstanding Canadian 
securities are as follows: 

Bonds 
Bonds, debentures, notes, etc., with an original 

term over one year: 
01 Government of Canada direct 
02 Government of Canada guaranteed 
03 Provincial government direct 
04 Provincial government guaranteed 
05 Municipal 
06 Railway, not guaranteed by government 
07 Other (including corporate) 

Stocks 
16 Outstanding common and preference stocks (in-

cluding rights). 

Although information from the BP-30 provides 
the overwhelming part of the series for trade in out-
standing Canadian securities it is supplemented from 
a number of other sources, mainly annual. 

Some transactions in outstanding Canadian se-
curities are recorded on the BP-21 and BP-21A reports 
on Transactions between Canada and other countries, 
which are the basic questionnaires sent to corpora-
tions having significant international transactions; 
relevant entries which may be reported in items 1(b) or 
(e) of these questionnaires are taken into the series. 

4 Unless otherwise indicated all the schedules referred 
to in this section are reproduced in Part V. 

Some further Canadian security transactions 
are identified from schedule BP-28, Movements of 
funds between British and foreign insurance companies 
doing business in Canada and head or other offices or 
persons outside Canada; the use of this particular ques-
tionnaire is rather complex and is described in consider-
able detail in Part V. 

Additional transactions are also covered from the 
BP-29, Report by trust and mortgage loan companies in 
Canada on transactions with non-residents, specifically 
items 111(d), (e); IV(d) and (e); respondents to the 
schedule BP-29 who have a significant volume of inter-
national transactions in Canadian securities to report do 
so monthly on the schedule BP-30 and are relieved of 
reporting them on the BP-29. 

The examination of changes in the ownership of 
the capital structure of Canadian companies recorded in 
schedules BP-51, 52 and 53 may also reveal transactions 
in outstanding securities which may not otherwise have 
been reported. 

Finally, indications of major transactions in out-
standing securities may become available from public 
sources. The reports of respondents are examined and 
where necessary further inquiries are made, leading in 
some cases to the inclusion in the series of additional 
transactions. 

The statement below shows for the year 1974 the 
statistical sources of series D30 and D31 covering 
trade in outstanding Canadian securities. The sources 
quoted above which are not reflected in the table 
yielded no significant balances in the year chosen. 
The table demonstrates the overwhelming importance 
of the BP-30 as a statistical source of the series. At the 
same time it demonstrates the need to look beyond it. 
While the primary input of data on the BP-30 constitu-
ted 98.3% of the gross transactions, the other sources 
covering 1.7% more than doubled the net balance. 

Statistical source 	I 	Sales 	I Purchases I Net sales 

millions of Cdn. dollars 

Monthly: 
1,479.0 1,514.1 - 35.1 BP-30.............

BP-30 revisions 2.8 33.7 - 30.9 

Quarterly: 
BP-30 revisions 4.9 9.5 - 	 4.6 

Annual: 
BP-29.............0.5 1.1 - 	 0.6 

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

487.2 1,558.4 - 71.2 
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In 1974 virtually all of the balance of trade in 
outstanding issues was available on a quart1jasis 
because, as shown in the statement, the transactions 
derived from annual sources were small and largely in 
balance. It is the practice to distribute evenly over the 
four quarters transactions whose timing is not iden-
tifiable. 

New iues - As in the case of trade in outstanding 
Canadian issues, the sources and methods used in the 
construction of estimates of sales to non-residents of 
new issues fall into several periods, in this case those 
with and those without exchange control. 

During the period of exchange control, from late 
1939 until late 1951, the administrative records of the 
Foreign Exchange Control Board covering international 
transactions yielded data on new issues placed abroad. 
These were the base of the statistical series. (Throughout 
this period acquisitions by non-residents of small 
portions of new issues offered in Canada as derived 
from the monthly reports now designated as BP-30 were 
included witTcide in outstanding securities.) 

For the years prior to 1940 and subsequent to 
1951 the new issues series were painstakingly created 
by meshing together information from many sources. 
The principal issues placed abroad are widely known 
through prospectuses, "tombstone" announcements,5 
company reports, summaries prepared by dealers and 
institutions, the press and other commercially available 
financial information services. A component repre-
senting the acquisition in the Canadian market by non-
residents of portions of Canadian new issues offered 
in Canada is available from the BP-30 (lines 28 through 
32). Acquisitions by foreign insurance companies of 
new Canadian issues are reported on the BP-28 (line Cl). 
The BP-55 obtains from Canadian provinces and many 
Canadian municipalities new issues sold by them to non-
residents. Other survey questionnaires which yield some 
data on new issues include the BP-21, BP-21C, BP-51 
and BP-52. Another source is the publicly available 
listings of holdings of securities by major foreign in-
surance companies which are not covered on the BP-28 
and by some other major foreign financial institutions, 
mainly investment funds. The appearance in these lists 
of new issues leads to an examination of the records, 
and if necessary to enquiries to determine whether they 
should be taken into the series. 

A new issue offered in foreign markets is normally 
assumed to have been placed with non-residents unless 
there is evidence on a BP-30 or from some other source 
that the purchaser was a resident. A special problem 
is believed to exist with respect to the transactions of 
Canadian chartered banks. These institutions have on 
occasion held not insignificant amounts of Canadian 

Formal announcements, normally found in the fi-
nancial press, of sates of new issues, which specify their terms, 
rill, 	t 	urjcr\\ riir, 	ndi,t .c. 

securities denominated in currencies other than Cana-
dian. In an effort to ensure that acquisitions by Cana-
dian chartered banks had not been included with sales 
to non-residents of new issues a special supplement C to 
the schedule BP-30 was developed. 6  It sought to obtain 
information on purchases from or sales to residents of 
Canada for head office or Canadian branch account 
(not for account of customers) of securities payable 
optionally or solely in currencies other than Canadian. 
The response was not wholly satisfactory for the pur-
pose. 

A special type of new issue is the participation 
by non-residents in offerings to existing shareholders 
of Canadian corporations. Where such offerings are 
announced the fIrst step is to determine from what 
countries subscriptions by shareholders will be ac-
cepted. The investment position records described in 
Part IV are then examined to ascertain the latest known 
geographical distribution of present shareholders. To 
the extent that these shareholders are eligible to sub-
scribe to the new issue, it is generally assumed that 
they exercise their rights to do so. In a few major 
cases a special analysis of subscriptions has been re-
quested from the issuer. 

The final series for the proceeds of sale to non-
residents of new issues of Canadian securities accord-
ingly emerges from the collation of material from many 
sources. These overlap in varying degree. Tabulation has 
not been generally carried out in such a manner as to 
facilitate the assignment of quantitative weights to the 
respective sources. It has, however, been possible to 
produce some detail which is shown below for 1974. 

6 This schedule is not reproduced in Part V. 

Millions 
of Cdn. 

Statistical source 	 dollars 

BP-30 ...........................120.8 
BP-28 ...........................40.2 
BP-55 . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,676.8 
Bank of Canada series for gross new issues in 

currencies other than Canadian . . . . . . . . . 2,298.0 1  
Other schedules .................... 
Other public sources ................. 

Less: 
Dtiplkation 
Unduplicatcd total .................2.437 

Represented by issues denominated in: 
Canadian currency ................. 
Other currencies 	...................,8) I 

This series is not used directly but is shown here as  
knowti in th :ar-t, 
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The timing of deliveries on most new issues is 
available because of the sources employed. In 1974 
of total new issues aggregating $2,437 million, it was 
possible to assign to an appropriate quarter all of this 
amount. 

Retirements - During the period of exchange 
control the administrative records of the Foreign Ex-
change Control Board covering international trans-
actions yielded data on the retirement of foreign held 
Canadian securities. 

For the years prior to 1940 and subsequent to 
1951 the retirements series have had to be constructed. 
The basic source has been the investment position 
records described in Tart IV. Basically these records 
reflect all the currently known information concerning 
the non-resident ownership of individual Canadian 
issues, and in addition, for each category, an estimate 
riie net effect of trading in outstanding issues which 

has not been reflected in the individual issue data. 

At the beginning of each year a tabulation is 
made from these records showing for each quarter of 
the year the estimated amounts of all maturities of 
non-resident-held issues. An arbitrary adjustment (which 
may be either positive or negative) is made in respect 
of the estimated balances of foreign-held securities not 
identified by issue. (Further detail of this adjustment 
will be found in Part IV under the description of es-
tirnates of Canada's liabilities - government bonds.) 
As the year progresses a careful watch is kept of pub-
licly announced calls of securities for retirement in 
advance of maturity. Where the records indicate that 
part or all of the issue is owned by non-residents the 
amounts are taken into the series. 

The repurchase by a debtor of its own securities 
is treated as a retirement. 

A number of adjustments which call for the 
application of some judgement may then be required. 
Where there are indications of extensive international 
trading immediately prior to the redemption date, 
adjustment for it may be made to the figures derived 
from the basic investment position records. Where 
issues have a convertible feature which is attractive 
immediately prior to redemption, account is also taken 
of probable conversions. 

Serial or other partial retirements are allocated 
proportionately on the basis of the total holdings of the 
issue. 

Additional information on retirements will be 
revealed on the BP-21C quarterly or the BP-21 annually. 
Indications of other retirements, which may require 
investigation, may be revealed on schedules BP-51, 
BP-52 or BP-55. 

Wherever possible the transactions are allocated 
to the proper quarter and if necessary special inquiries  

are made to determine this when the amounts involved 
are large. Thus, for the year 1974 out of total retire-
ments of foreign-held securities amounting to $626 
million it was possible to allocate to an appropriate 
quarter all but $5.1 million. This figure was spread 
evenly over the year. 

Evaluation 
It is difficult to evaluate effectively the various 

series relating to portfolio holdings of Canadian se-
curities, They will, of course, be deficient to the extent 
that there are respondent errors or that there are gaps 
in the reporting network. There are some broker dealers 
whose international transactions are not believed to be 
statistically significant and which are, therefore, not 
required to report on a regular basis A considerable 
effort has been made to identify major financial insti-
tutions, mainly investnient and ppsion funds, which 
carry out transactions directly with foreign security 
offices, and to embrace them within the reporting 
system, but it is clear that there must be some situations 
of importance involving private investors which are not 
covered. 

Data may be affected by difficulties experienced 
by respondents in correctly classifying the securities 
involved or the parties to the transactions, e.g., some 
part of new Canadian issues offered abroad may be 
taken up by Canadian residents who are not identified 
as such. The BP-30 questionnaire provides some general 
guidance on these points, and special instructions 
regarding classification of selected securities and in-
vestors have been provided from time to time to re-
spondents. The classification of such financial institu-
tions as insurance companies, whose transactions may 
sometimes be related to resident and sometimes to non-
resident activities, presents great difficulties for re-
spondents. And it would be optimistic indeed to hope 
that nominees acting for non-resident investors are 
always so identified by respondents as to preserve the 
fundamental principle of changes in beneficial ownership. 

Attempts have been made from time to time to 
relate the data covered by Canadian sources with cor-
responding data produced by statistical authorities in 
the United States. These studies are described in greater 
length in the note in Part VI. The results have not been 
encouraging, but there is no basis as yet for attributing 
weakness to the statistical series of one country or 
the other. 

The description earlier in this section has noted 
that valuations employed in the series are conceptually 
unsatisfactory in their treatment of commissions and 
issue expenses. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 
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LMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 2 (Movements of Capital and Monetary 
Gold), as follows: 

Item 
11.3 Private long-term investment: Other common 

stocks, for D31 and common stock components 
of D32 and D33. 

11.5 Private long-term investment: Other securities, 
for Government of Canada guaranteed, provincial 
government guaranteed and corporate bond and 
debenture components of D30, D32 and D33. 

13,1 Local government: Issues abroad, for provincial 
government direct and municipal government 
components of D32. 

13.2 Local government: Other securities, for provincial 
government direct and municipal government 
components of D30 and D33. 

14.1 Central government: Long-term issues abroad, for 
Government of Canada direct component of D32. 

14.2 Central government: Other long-term securities, 
for Government of Canada direct components of 
D30 and D33. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summay and 
Regional Balance of Payments Summary, Item C (Cap-
ital and monetary gold), as follows: 

Item 
11.2 Private long-term: Other common stocks, for D3 1 

and common stock components of D32 and D33. 
11.3 Private long-term: Other securities, for Govern-

ment of Canada guaranteed, provincial government 
guaranteed and corporate bond and debenture 
components of D30, D32 and D33. 

13.1 Local government: Long-term liabilities, for 
provincial government direct and municipal 
government components of D30, D32 and D33. 

14.1 Central government: Long-term issues abroad, for 
Government of Canada direct components of D32 
and D33. 

14.2 Central government: Other long-term securities, 
for Government of Canada direct component of 
D30. 

Special Report for United Nations on international 
flow of long-term capital and central government transfer 
payments, Part 2 (Changes in foreign liabilities and 
transfer payments made) Item A2 for bonds, debentures 
and stocks issued by corporations, provincial and mu-
nicipal governments, or guaranteed by governments, 
in D30 through D33, and component of Item C2 for 
Government of Canada direct issues in D30, D32 and 
D33. 

National Income and Expenditure Accounts 
(Catalogues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Bonds (category 2420) and Stocks (category 2520) of 
Rest of World (sector XIII) as follows: 

Category 
2421 Government of Canada bonds, for Govern-

ment of Canada direct and guaranteed com-
ponents of D30, D32 and D33. 

2422 	Provincial government bonds, for provincial 
government direct and guaranteed com-
ponents of D30, D32 and D33. 

2423 Municipal government bonds, for municipal 
government components of D30, D32 and 
D33. 

2424 	Other Canadian bonds, for corporate bond 
components of D30, D32 and D33. 

2520 	Stocks, for D31 and corporate stock com- 
ponents of D32 and D33. 

Series Availability 
The sum of series D30 and D31 is available an-

nually from 1927 and quarterly from 1950. Series D30 
and D31 are available continuously on an annual and 
quarterly basis from 1952 and annually for the years 
1937 through 1945 in Table 33 of The Canadian Balance 
of International Payments, 1972, Catalogue 67-201. 
Series D32 is available annually from 1927 and quarterly 
from 1948. Series D33 is available annually from 1927 
and quarterly from 1949. 

Supplementary Detail 

Source: 
Catalogue 	Publication 	 Table 
67-001 Quarterly Estimates 1,4, 9 and statement 

of the Canadian Bal- 
ance of International 
Payments 

67-002 Security 	Transac- 1, 3 -7 
tions with Non-resi- 
dents 

67-201 The Canadian Bal- 2-4, 18, 30 and 
ance of International Statement 9(1971) 
Payments 2-4, 	18-20, 33 and 

Statement 11(1972) 
67-505 	The 	Canadian 	Bal- 4 and 7 (D3 - D5) 

ance of International 
Payments: A Com- 
pendium 	of 	Statis- 
tics 	From 	1946 to 
1965. 
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Series 
Source by Catalogue 

67-001 67-002 67-201 67-505 

Trade in outstanding issues: 
Gross transactions by: 

M Q 
Net transactions by: 

Area and class of security ........................ 

M A, Q1 Q Area and class of security ........................ 
Area .................................... Ql Q 

New issues by: 
Area, currency and class of security A, 01 

Qi Q Q Q 
01 Area..................................... 

Class of security 	.............................. Q 
Offerings and deliveries of bonds .................... . QI Ql Al 0 

Currency and class of security 	...................... 

Retirements by: 
Area and class of security A Q 
Currency and class of security Q 

Qi Q Area ..................................... 
Class of security 	.............................. Q 

M - monthly. 
Q - quarterly. 
Qi - quarterly, total and United States only. 
A - annual. 
Al - annual, total and United States only. 

Transactions between Canada and other countries 
in Canadian bonds and debentures, by type of issuer, 
for trade in outstanding, new issues, and retirements, 

annually from 1927 (with 	CANSIM matrix 01370 
some gaps) 

quarterly from 1952 	CANSIM matrix 01364 

Related Data 
The Bank of Canada Review contains monthly 

data for gross new issues delivered and for retirements 
of Government of Canada direct and guaranteed bonds, 
provincial direct and guaranteed bonds, municipal direct 
and guaranteed bonds (quarterly only) and issues of 
corporate bonds, which are subdivided in each case into 
issues payable in Canadian dollars and issues payable in 
other currencies (Tables 31 -33). Series are also pub-
lished quarterly for net new issues of common and 
preferred stocks "payable in Canadian dollars" and 
"payable in other currencies" (Table 34). The latter 
distributions reflect Canadian "stocks issued in (more 
properly for) foreign currencies or with dividends 
payable in foreign currencies". 

Since the currency criterion applied in these series 
will not coincide with the ownership criteriQn applied  

in series D32 andJ.33 covering new issues and retire - 
Tii1ifFn a balance of payments basis,,the two sets of 
series cannot be directly related. The Bank of Canada 
foreign currency series will, however, frequently provide 
a good indication of the trends of series D32 and D33. 
Arising from the differences in the criteria employed, 
foreign participation in new Canadian dollar issues of 
Canadian debtors and their retirement is included in 
series D32 and D33, while Canadian participation in 
new foreign currency issues of Canadian debtors and 
their retirement is excluded. Other factors which will 
cause the foreign currency denominated components 
of series D32 and D33 to differ from the corresponding 
Bank of Canada series include the treatment of sinking 
fund and other repurchases by a debtor (including 
repurchases of their own stock by life insurance com-
panies) as retirements in series D3.3 but not in the Bank 
of Canada series. On occasion this has led to substantial 
timing differences in respect of Government of Canada 
issues. Different conventions with respect to exchange 
rates are also applied in the two series in respect of 
Government of Canada direct and guaranteed issues. 
There are also some differences occasioned by the 
availability to Statistics Canada of additional inform-
ation on new issues. 

Portfolio Transactions in Foreign Securities 

Codes - D35 Outstanding issues 	 Concept 

D37 New issues 	 These series cover international movements of 
capital relating to trading, new issues, and retirements of 

D38 Retirements 	 portfolio holdings of long-term foreign securities. 
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Description 
The object of these series is to cover international 

transactions in portfolio holdings of long-term foreign 
securities. The principle which guides their construction 
is the recording of transactions effecting changes in 
ownership of securities between residents of one country 
and another. They are accordingly designed insofar as is 
possible to capture transactions which may be carried 
out by resident investors whether with or without the 
intermediation of Canadian security houses. 

International security transactions frequently 
involve foreign exchange transactions or other move-
ments of funds from one country to another, but also 
include purchases and sales whose settlement may be 
netted out through tiLdins acuifls and direct exchanges 
of securities between residents and non-residents under 
special offers. 

Neither the physical location of the security, the 
currency in which the transaction may be consummated, 
nor the currency in which the security may be denomi-
nated is of prime relevance for the series. 

As with all the other series in the group from D21 
through D52 the transactions are confined to those 
occurring in long-term forms. The definitions which are 
used therefore limit the series either to equities or to 
obligations having an original term of more than one 
year. It should be emphasized, however, that short-term 
capital movements may take place in long-term forms 
(and vice versa). This will more frequently be the case in 
respect of transactions in portfolio holdings of long-term 
securities than in respect of other types of flows. A long-
term bond may be acquired and held for only a thort 
time influenced either by a view originally held of future 
market trends or by a subsequent reaction to changing 
conditions. 

Excluded from the series are transactions in official 
holdings of medium-term non-marketable United States 
Government securities acquired under the Columbia 
River Treaty arrangements (see D48) or securities held as 
part of Canada's official holdings of foreign exchange 
(see K). Other transactions which are excluded are those 
related to Canadian participation in foreign short-term 
money markets, transactions in mortgages or export 
finance paper, and types of security transactions which 
represent direct investment of capital by the principal 
owners of an enterprise, e.g., the acquisition by a resident 
of a major block of outstanding equity of a foreign 
enterprise. These latter transactions are more appropri-
ately recorded as direct investment. 

Although not reflected in the summary series used 
in balance of payments statements, additional detail by 
type of issuer is available in subsidiary statements or 
publications: 

United States issues Government 
Eurobond 
Other bonds and debentures 
Common and preferred stocks 

United Kingdom issues Bonds and debentures 
Common and preferred stocks 

Other foreign issues Bonds and debentures 
Common and preferred stocks 

Transactions in the securities of Canadian compa-
nies which are treated for statistical purposes as non-
residents of Canada, as described in the note in Part VI, 
are treated as transactions in foreign securities. 

Values used in the construction of the series are 
net amounts received by, or paid on account of, resi-
dents of Canada. Thus for transactions executed in Cana-
da, sales are recorded on the basis of amounts debited to 
non-resident purchasers - the cost of the securities plus 
commissions and taxes, if any, in Canada: purchases are 
recorded at the amounts credited to non-resident 
sellers - the proceeds of the sales less commissions and 
taxes, if any, in Canada. For transactions executed out-
side Canada the amounts recorded in respect of sales are 
the proceeds less commissions and any taxes paid out-
side Canada; purchases include commissions and taxes, if 
any, paid outside Canada. It will be noted from the 
foregoing that the series are distorted by reason of com-
missions, taxes and issue expenses which might, if availa-
ble separately, more appropriately appear as current 
account transactions. 

The series may differ widely, of course, from the 
changes to which they give rise in the geographical 
ownership of the par or nominal values of obligations or 
of the underlying book values of equities traded. In 
addition to the factors already cited and to variations in 
exchange rates, the existence of premiums and discounts 
on new issues and retirements, and of variations of prices 
for all securities in secondary market trading, come into 
play. The values used in the series tend, however, to 
correspond to the carrying values generally reflected in 
the accounts of investors. 

It has been found convenient to divide the series 
into three main components: trade in outstanding issues, 
new issues, and retirements. While trade in outstanding 
securities may lead to net capital movements and to 
changes in Canada's international investment position, it 
does not ordinarily affect the resources at the disposition 
of the issuer. New issues, on the other hand, add to the 
resources of the issuer and retirements reduce them. 
There is, however, a link between trading in oustanding 
issues and the two "terminal" series, new issues and 
retirements. A new issue originally purchased abroad 
may subsequently be traded to a non-resident in a sec-
ondary market, as an outstanding security, and its ulti-
mate retirement would then be a domestic transaction 
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abroad. The distinction between the three broad series, 
trade in outstanding issues, new issues, and retirements, 
is not easily drawn at the border. 

Outstanding securities include issues that have 
already been distributed at wholesale to a seffing group 
as well as rights, warrants, and all mutual fund shares. 

New issues are securities that have not yet been 
distributed wholesale by the underwriting group or 
purchasing syndicate. They include new, refunding and 
conversion issues. (As already indicated, however, rights, 
warrants and all mutual fund shares are treated as out-
standing securities.) The series represents the cost of all 
new issues acquired by residents and would include issues 
underwritten either in Canada or abroad. 

Retirements of securities occur variously at their 
maturity, through the exercise of call provisions in 
advance of maturity, or through repurchase by the 
debtor for sinking fund or other purposes. 

Delivery or settlement dates for security transac-
tions are normally a few days after the contract dates. In 
general, series are produced on a settlements basis which 
accords more appropriately in balance of payments 
estimates with corresponding financial settlements than 
does the contract basis. 

Sources and Methods 
Trade in outstanding foreign securities - The 

sources and methods used in the construction of esti-
mates of trade in outstanding foreign securities between 
Canada and other countries may be dealt with in four 
periods. They closely parallel those employed in the 
construction of estimates of trade in outstanding Cana-
dian securities (D30 and D3 1). 

In the earliest years, until 1933, the estimates were 
very primitive, indeed for the definitive estimates in the 
revision incorporated in The Canadian Balance of Inter-
national Payments, 1926 to 1948, Catalogue 67-501, the 
estimate for trade in outstanding securities (both Cana-
dian and foreign) was derived as the residual of direct 
estimates of the current account transactions and of 
other capital transactions. The data incorporated in the 
historical tables published after 1971, which have at-
tempted to match detail currently published, make use 
of more fragmentary data which were developed earlier 
for the period. 

Commencing with 1933 a regular monthly survey 
of security dealers was introduced. No description of it 
is included at this point as the basic principles and struc-
ture were similar to those of the survey since 1952, 
which is described below (although the latter has been 
extended and refined considerably over the years). 

With the introduction of exchange control fol-
lowing the outbreak of war in 1939, alternative measures 
became available from the records of the Foreign Ex-
change Control Board. This source provided the net 
amounts of foreign exchange received or paid out as well  

as transfers to or from Canadian residents of Canadian 
dollars under permitted security transactions, it also 
provided details of transactions which had been subject 
to special arrangements, such as the making of a direct 
investment abroad with the proceeds of the sale outside 
Canada of domestic securities having some years to 
maturity. The exchange control data established relatively 
good measures of the net transactions in outstanding 
Canadian and foreign securities but did not provide for 
switching between them, or yield distributions by type 
of issuer or geographic region. On the other hand cover-
age was more complete than in the case of the monthly 
survey. The two reporting systems developed a marked 
divergence from the middle 1940's, a substantial part of 
which undoubtedly reflected the omission by respond-
ents to the monthly survey of large sales of Canadian 
dollar issues of the Government of Canada. Accordingly, 
during the period of exchange control, figures derived 
from it were used as the control totals. From 1946 
through 1951 results of the monthly surveys were used 
to provide control totals for trade in oustanding foreign 
securities and an adjustment for switching between Cana-
dian and foreign securities was made to the exchange 
control derived total for trade in outstanding Canadian 
securities on the assumption that this was where most of 
the discrepancy occurred. The monthly reports were also 
used as an indicator in making geographic allocations. 

With the termination of exchange control near the 
end of 1951 the monthly survey process was re-examined 
in the light of the experience with the two sources. The 
respondent coverage and the definitions were extended 
and the survey, together with supplementary information 
from other surveys, became again the basic source for 
the series. 

The basic schedule is BP-30, Security transactions 
with non-residents. 7  It is obtained monthly from mem-
bers of the Investment Dealers' Association of Canada, 
of the Canadian Bankers' Association, of the principal 
Canadian stock exchanges, other foreign investment 
houses operating in Canada, and a number of investors 
in Canada who regularly engage directly in transactions 
with dealers or brokers abroad, e.g., trust companies, 
investment funds, pension funds and some non-financial 
corporations. Most trading in outstanding foreign securi-
ties is concentrated in a relatively few of these respon-
dents as shown in the special analysis below of trade in 
outstanding United States stocks with United States 
residents during the first half of 1974: 

Volume 	Net sales 

millions of dollars 
Major respondents: 
13 brokers ................. 424 15 
8 mutual and pension funds ....... 232 38 

Other respondents 	............. 256 29 
Total 	................... 912 82 

7 Unless otherwise indicated all the schedules referred to 
in this section are reproduced in Part V. 



17 United States 
18 United Kingdom 
19 Continental Europe 
20 Japan 
21 All other countries. 

Quarterly: 
8P-21A 
BP-30 

Monthly: 
BP-30 1,051.2 981.2 + 70.0 

18.5 7.6 + 10.9 
27.9 33.7 - 	5.8 

- 123 - 

The components of the return which are embraced 
within the series for trade in outstanding foreign securi-
ties are as follows: 

Bonds 
Bonds, debentures, notes, etc., with an original 

term over one year: 
08 United States issues: Government 
09 United States issues: Eurobond 
10 United States issues: Other 
11 United Kingdom issues: Government 
12 United Kingdom issues: Other 
13 Other foreign issues: Eurobond 
14 Other foreign issues: European 
15 Other foreign issues: Other 

Stocks 
Outstanding common and preference stocks, 

including rights: 

sources. The reports of respondents are examined and 
where necessary further inquiries are made, leading in 
some cases to the inclusion in the series of additional 
transactions. 

The statement below shows for the year 1974 the 
statistical sources of series D35, Trade in outstanding 
foreign securities. The sources quoted above which are 
not reflected in the table yielded no significant balances 
in the year chosen. The table demonstrates the over-
whelming importance of the BP-30 as a statistical source 
of the series. At the same time it demonstrates the need 
to look beyond it. The primary input of data on the 
BP-30 constituted 94.6% of the gross transactions; the 
other sources covering 5.4% shifted the net balance by 
4.8%. 

Statistical source 	I 	Sales 	I Purchases I Net sales 

Although information from BP-30 provides the 	Annual: 
overwhelming part of the series for trade in outstanding 	BP-21 ...........I 	12.7 

	
13.0 	- 0.3 

foreign securities it is supplemented from a number of 
	

BP-29 ............0.8 
	

2.2 	- 1.4 
other sources, mainly annual. 	 Total ............1,11 11 	1,037.7 I + 73.4 

Some transactions in outstanding foreign securities 
are recorded on the BP-21 and BP-21A reports on 
Transactions between Canada and other countries, which 
are the basic questionnaires sent to corporations having 
significant international transactions; relevant entries 
which may be reported in items 11(b) or (c) of this ques-
tionnaire are taken into the series. 

Additional transactions are also covered from the 
BP-29, Report by trust and mortgage loan companies in 
Canada on transactions with non-residents, specifically 
items 111 (e) and IV (e); respondents to the schedule 
BP-29 who have a significant volume of international 
transactions in foreign securities to report do so monthly 
on the schedule BP-30 and are relieved of reporting them 
on the BP-29. 

Changes in the foreign asset holdings of Canadian 
companies disclosed on schedules BP-5 1 and BP-59, and 
in the Canadian ownership of some Canadian corpora-
tions which are treated for national accounting purposes 
as non-residents of Canada as revealed on schedules 
BP-51 filed by them, are also examined. Either may 
reveal transactions in outstanding securities which may 
not otherwise have been reported. 

Finally, indications of major transactions in out-
standing securities may become available from public 

In 1974 monthly and quarterly data for trade in out-
standing foreign issues produced a net balance of $75.1 
million, but this was reduced by $1.7 million of transac-
tions whose timing was not identifiable. It is the practice 
to distribute such amounts evenly over the four quarters. 

New issues - The sources and methods of con-
structing the series covering purchases by Canadians of 
new issues of foreign securities may also be divided, for 
descriptive purposes, into two periods, those with and 
those without exchange control. 

During the period of exchange control, from late 
1939 until late 1951, the acquisition by residents of new 
issues of foreign securities was effectively precluded. 
Some acquisitions by residents of small portions of new 
issues offered abroad appeared on the monthly reports 
now designated as BP-30 and are reflected in the series. 
These presumably arose from switching of other securi-
ties or from transactions with funds exempted from 
exchange control. 

For the years prior to 1940 and subsequent to 
1951 the new issue series were created by meshing 
together information from a number of sources. To the 
extent that new issues were marketed in Canada, prospec- 
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tuses, "tombstone" announcements, 8  summaries pre-
pared by dealers and institutions, the press, and other 
commercially available financial information services 
were the principal sources. A component representing 
the acquisition in foreign markets by residents of Canada 
of portions of new foreign issues is available from 
sections 5 and 6 (lines 33 through 39) of the BP-30. 
Other survey questionnaires which yield some data on 
new issues include the BP-21 and BP-59. A special type 
of new issue is the participation of residents in offerings 
to existing shareholders of foreign corporations. When 
such offerings are announced the investment position 
records described in Part IV are examined to ascertain 
the latest known total of Canadian holdings. In the 
absence of any other information it is assumed that the 
Canadian shareholders exercise their rights to subscribe 
to new issues. 

Retirements - The series for retirements of Cana-
dian holdings of foreign securities was derived during the 
period of exchange control from the administrative 
records of the Foreign Exchange Control Board. 

For the years prior to 1940 and subsequent to 
1951 the series has been constructed largely on the basis 
of the investment position records described in Part IV. 
Where Canadian holdings are large, mainly those cases 
where an issue was originally placed in Canada, the actual 
retirements are recorded. When the full issue is not 
retired Canadian holdings are assumed to have been 
retired proportionately with non-Canadian holdings. 

An arbitrary allowance is made for retirements of 
that part of the estimated holdings not identified by 
issue. Some additional information is reported from time 
to time on the schedule BP-2 1. 

Evaluation 
As in the case of transactions in portfolio holdings 

of Canadian securities, it is difficult to evaluate effec-
tively the various series relating to foreign securities. 
They will, of course, be deficient to the extent that 
there are respondent errors or that there are gaps in the 
reporting network. A considerable effort has been made 
to identify major financial institutions, mainly invest-
ment and pension funds, which carry on transactions 
directly with foreign security offices, and to embrace 
them within the reporting system, but it is clear that 
there must be some situations of importance involving 
private investors which are not covered. The classification 
of customers, particularly financial institutions such as 
insurance companies, whose transactions may sometimes 
be related to resident and sometimes to non-resident 
activities, presents great difficulties for respondents. 
Finally, the possibility should be noted that from time 
to time transactions of Canadian-based non-resident 
owned mutual funds may have led to some distortions. 

8 Formal announcements, normally found in the financial 
press, of sales of new issues, which specify their terms, the mem-
bers of the underwriting syndicate, etc. 

The periodic establishment of benchmarks for 
Canadian holdings of foreign stocks provides some op-
portunity for examining the reasonableness of the series, 
but the valuation adjustments which are necessary create 
considerable uncertainty. At best it may be said that this 
approach has not indicated statistical weaknesses of 
massive proportions. 

Attempts have, of course, also been made from 
time to time to relate the transactions data covered by 
Canadian sources with corresponding data produced by 
statistical authorities in the United States. These studies 
are described in greater length in the note in Part VI. 
The results from 1965 through 1967 indicated relatively 
small discrepancies with somewhat larger apparent out-
flows from Canada than receipts in the United States. 
However, since that time the direction of the divergencies 
has shifted and they have also widened sharply to the 
point where Canadian receipts from the disposition of 
foreign securities greatly exceed reported United States 
reacquisitions. There is as yet no basis for attributing the 
weakness to the statistical series of one country or the 
other. 

The description earlier in this section has noted 
that valuations employed in the series are conceptually 
unsatisfactory in their treatment of commissions. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), as follows: 

Item 
11.3 Private long-term investment: Other common 

stocks, for common stock components of 035, 
D37 and D38. 

11.4 Private long-term investment: Foreign central 
government securities, for foreign central govern-
ment components of D35, 037 and D38. 

11.5 Private long-term investment: Other securities, for 
other bond and debenture components of 035, 
D37 and D38. 

IMF/OECD Common Reporting System (Appendix 
6) - Global Balance of Payments Summary and Regional 
Balance of Payments Summary, Item C (Capital and 
monetary gold), as follows: 

Item 
11.2 Private long-term: Other common stocks, for 

common stock components of D35, D37 and D38. 
11.3 Private long-term: Other securities, for bond and 

debenture components of D35, D37 and D38. 
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Special Report for the United Nations on inter-
national flow of long-term capital and central govern-
ment transfer payments, Part 1 (Changes in foreign assets 
and transfer paymens made) Item A2 (for sum of D35, 
D37 and D38). 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components (with sign reversed) of Foreign investments 
(category 3530) of Rest of World (sector XIII). The 
category also covers official holdings of United States 
government medium-term non-marketable securities 
acquired in connection with the Columbia River Treaty 
(component of D48) and private holdings of United 
States treasury bills (component of D65). 

Series Availability 
Series D35 is available annually for 1927 through 

1932 and from 1937, and quarterly from 1950. Series 
D37 is available annually for 1927 through 1932 and  

from 1937, and quarterly from 1946. Series D38 is 
is available annually from 1940 and quarterly from 1950. 

Supplementary Data 

Source: 
Catalogue Publication Table 

67-001 Quarterly Estimates of 
the Canadian Balance 
of Payments 1,4 

67-002 Security 	Transactions 
with Non-residents 2-4 

67-201 The Canadian Balance 
of International 	Pay- 2-4, 19,20(1971) 
ments 2-4, 21, 22 (1972) 

67.50 5 The Canadian Balance 
of International 	Pay- 
ments: 	A 	Compen- 
dium of Statistics 
from 1946 to 1965 4 and 8(D6 - D8) 

Series 
Source by Catalogue 

67-001 67-002 67-201 67-505 

Trade in outstanding issues: 
Gross transactions by: 

M 
Area and class of security, partial Q 

Net transactions by: 
M 

Area and class of security, partial A, QI Q 
Qi Q 

Area and class of security 	........................... 

New issues by: 

Area 	.................................... 

Area and class of security, partial A, Ql Q 

Area and class of security 	........................... 

Ql Q 
Retirements by: 

Area 	..................................... 

Area and class of security, partial A, Q 1 Q 
Area ..................................... Qi Q 

M - monthly. 
Q - quarterly. 
Qi - quarterly, total and United States only. 
A - annual. 

Loans, Advances and Subscriptions by the Government of Canada 

Codes - D40 Total, loans, advances and subscriptions 

D41 Loans and advances to national govern-
ments 

D42 Subscriptions and advances to international 
finarici:il agciic Cs 

Concept 
This series covers extensions of credit to non-

residents by the Government of Canada (except postwar 
credits directly related to the financing of specific ex-
ports) and the provision of capital by the Government of 
Canada to internatiL)nal financial agencies. 
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Description 
The series for loans and advances (D41) includes 

the following: 

1942 - Interest-free loan to the United Kingdom - 
By early 1942 transactions between Canada and the 
United Kingdom had led to an accumulation by the 
Canadian authorities of sterling amounting to approxi-
mately Si billion. Under the War Appropriations (United 
Kingdom Financing) Act of 1942 arrangements were 
made to convert the sterling equivalent of $700 million 
into an interest-free Canadian dollar loan notionally 
secured by privately-owned British holdings of Canadian 
securities. The arrangements relating to repayment are 
described under series D46. Subsequent war-time financ-
ing of the net Canadian dollar deficiency of the sterling 
area took the form of an initial gift of $1 billion followed 
by larger amounts of funds provided as mutual aid. These 
are included under series B37 Official contributions. 

1943-44 - War-time wheat loan to the Union of 
Soviet Socialist Republics 

1945-46 - Interim credits - Following the termi-
nation of the programmes of war-time mutual aid and 
provision of relief immediately thereafter by the Cana-
dian military authorities, interim credits were extended 
to a number of countries under War Appropriations 
Acts. Most of these credits were subsequently repaid 
from the programme of loans under Part II of the Export 
Credits Insurance Act. There were two exceptions. 
Intenm credits to the U.S.S.R. were settled independ-
ently of the new loan. Interim credits to the United 
Kingdom were covered in the special settlement made in 
1946, described later under series D47, Special settle-
ments; the interim credit extended in 1945 is included in 
the D41 series, but further extensions in 1946 were 
offset against the special settlement in D47. 

1945-48 - Loans under Part II of the Export 
Credits Insurance Act - These loans together with the 
loan to the United Kingdom described below were part 
of a large-scale programme of postwar credit extension 
to facilitate foreign purchases of goods and services and 
to assist in making it possible for overseas countries to 
meet transitional postwar deficits in their balance of  
payments, to maintain adequate reserves and to assume 
the obligations of multilateral trade. Of the original 
programme of $2,000 million, $1,740 million had been 
utilized by the end of 1950, and the balance either was 
never allocated or lapsed. Loans and advances out-
standing from the Government of Canada to foreign 
governments, including pre-war and war-time loans as 
well as some miscellaneous credits, reached a peak of 
$2,000 million in 1949. Eight countries received loans 
under Part II of the Export Credits Insurance Act. Their 
outstanding interim credits were repaid by drawings on 
tilL IILW Olinis. e\cepl iii the case ot the 	which  

repaid them independently. Drawings were initially on 
an open account basis, but were funded at regular 
intervals through the issue of notes covering the amounts 
drawn and accrued interest to that date. In the statistical 
series, drawings to cover the settlement of interim 
credits have not been shown nor are repayments of the 
interim credits themselves; accordingly the series in 
respect of these transactions represents a consolidation. 
The funding of accrued interest at the time of the 
issuance of notes, aggregating in total $19.5 million, was 
not included either as an interest receipt or a capital 
advance, although it does appear in the totals for loans 
outstanding. 

1946-50 - Loan of 1946 to the United King-
dom - The United Kingdom Financing Agreement Act. 
1946, authorized the Minister of Finance to lend to the 
United Kingdom $1,250 million over a period of five 
years. The amount of credit drawn by the end of 1951 
was to be repaid in 50 annual instalments with interest 
at 2% per annum sujbect to certain waiver provisions. 
The terms were similar in all respects to those applicable 
to a loan of $3,750 miffion made by the United States to 
the United Kingdom at the same time. Very heavy 
drawings were made on the loan in 1946 and 1947. 
Thereafter by arrangement the drawings were restricted 
The amount outstanding reached a total of Si 
million in 1950 and the balance 1a1cd. 

1957 - Loan to the United Nations in 	cc: on 
with the clearance of the Suez Canal. 

1958-59 - Loans to India and Ceylon mi the pm-
chase of wheat. These have been included in this series 
because they occurred before separate estimates ol 
export credits were compiled. 

1962 - Loan to the Uttiled Natioii 	(tilidI 

purchased bonds of the Organisaticri anicli wa 	s:c- 

encing serious financial difficulti&o. 

1963-64 - l..oan to India lor Lite purchase ul air 
craft -- (This loan of $12.5 million might more properly 
have been assigned to series D49, Export credits directl\ 
or indirectly at risk of the Government of Canada, which 
was introduced florl I 

1965 on -- Development loans 	lie 	I' 

first introduced under the development programnie in 
1965 are administered by the Canadian International 
Development Agency (formerly the External Aid Office 
as part of Canada's international development assistance 
programme. They can be for periods as long as 50 years. 
Normally there are some years of grace before the first 
repayment becomes due. Soft loans must be spent on 
Canadian goods and services and are designed to help 
finance projects for which commercial financing is un 
ivailihic. 
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The series for capital subscriptions to international 
fmancial agencies (D42) includes the funds made available 
by Canada to: 

Asian Development Bank, 
Caribbean Development Bank, 
Inter-American Development Bank, 
International Bank for Reconstruction and Develop. 

ment, 
International Development Association, and 
International Finance Corporation 

but does not include amounts provided to the Inter-
national Monetary Fund which form a part of Canada's 
international reserves (series K4). Some parts of these 
subscriptions have ordinarily taken the form of non-
interest bearing demand notes which are recorded as a 
liability in series D72 (Non-resident holdings of Govern-
ment of Canada demand liabilities). 

Sources and Methods 
The data are derived from the financial records of 

the Government of Canada. 

Evaluation 
This series should be complete and accurate. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), Items 14.4 Central government long-term loans 
(for D4 1) and 14.5 Central government other long-term 
assets (for D42). 

IMF/OECD Common Reporting System (Appendix 
6) - Global Balance of Payments Summary and Regional 
Balance of Payments Summary, Item C (Capital and 
monetary gold), component of 14.3 Central government 
long-term loans, intergovernmental (for D41) and com-
ponent of 14.5 Central government other long-term 
assets (for D42). 

Special Report for United Nations on international 
flow of long-term capital and central government transfer 
payments, Part 1 (Changes in foreign assets and transfer 
payments made) Item Cl.l (for D41) and component of 
Item C2 (for D42). 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Component (with sign reversed) of Other loans (cate-
gory 3332) of Rest of World (sector XIII). 

Series Availability 
Annually from 1927, quarterly from 1950. 

Supplementary Data 
Net loans and advances to governments other than the 
United Kingdom 1945-48 (FECB Annual Report 
1948, Table VII). 
Postwar loans and advances 1945-48 (Catalogue 
67-501, Statement 7). 
Loans and advances to foreign governments December 
31, 1952 (Catalogue 67-502, Statement 22). 
Loans and subscriptions by Government of Canada by 
area, 1965 - 72 (Catalogue 67-20 1 ,Table 21 in 1965 -70 
and 1971 issues, Table 23 in 1972 issue). Available also 
in Catalogue 67-001. 

Related Data 
Public Accounts of Canada (annual). 
Report by the Minister of Finance on Operations under 
Part II of the Export Credits Insurance Act (annual). 

Additional References 
The Export Credits Insurance Act, 1944. 
The War Appropriation (United Kingdom Financing) 
Act, 1942. 
The United Kingdom Financial Agreement Act, 1946 
as amended 1957. 
The United Kingdom Financial Agreement Act, 1953. 

Repayment of Government of Canada Loans and Advances 

Codes - D44 Total repayments 	 postwar credits directly related to the financing of 
D45 Repayment of postwar loans and advances 	specific exports.  
D46 Repayment of war loans and advances 
D47 Special settlements 

Concept 
This series covers repayments of credits extended 

to non-residents by the Government of Canada, except 

Description 
The series for repayment of postwar loans and ad-

vances (1345) includes the following: 

1947 on - Loans under Part II of the Export 
Credits Insurance Act - Repayments represent for the 
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most part regular maturities. There were, however, some 
accelerated repayments. In 1950 and again in 1954 
Norway prepaid the principal instalment of $2.6 million 
due the following year. During the third quarter of 
1962 the Government of France paid in advance of 
maturity $67.6 million, representing one half of its 
remaining debt to Canada; a simultaneous prepayment 
was made by France to the United States. In the fourth 
quarter of the same year the Netherlands prepaid $32.1 
million of its debt. These repayments contributed to the 
restoration of Canada's international reserve position 
which had deteriorated sharply in the first half of 1962. 
Repayments by France and Belgium were resumed in 
1970. No payments were received after 1950 on the loan 
extended to China. 

1951 on - Loan of 1946 to the United Kingdom - 
Repayments of this loan began in 1951. The original 
agreement provided that the Government of Canada 
would, under specified conditions, waive the amount of 
interest due. The United Kingdom availed itself of this 
provision in 1956. During 1957 the agreement was 
amended so that beginning with that year the Govern. 
ment of the United Kingdom might, under specified 
conditions, request deferral of up to seven annual instal-
ments of principal and interest due under the loan of 
1946 and the corresponding loan from the United States. 
The United Kingdom had, at the time of writing, availed 
itself of this provision in respect of 1957, 1964, 1965, 
1968 and 1976. Interest in respect of 1956, which had 
been waived under the former terms of the agreement, 
was to be treated as an additional deferral. The ultimate 
repayments of deferrals will not begin until 2001. 

1953.56 - Interim Credit to the U.S.S.R. 

1958-63 - Loan to the United Nations (1957) in 
connection with the clearance of the Suez Canal. 

1961 -67 - Loans to India and Ceylon (1958-59) 
for the purchase of wheat. 

1964 on - Loan to the United Nations (1962) 

1964-68 - Loan to India (1963.64) for the 
purchase of aircraft. 

1973 on - Development loans - The first contrac-
tual repayments were made in 1973. Two special trans-
actions, one in 1973 and the other in 1976, are described 
below in the section on sources and methods. 

The series for repayment of war loans and advances 
(1346) includes the following: 

1943 -58 - Interest-free loan of 1942 to the 
United Kingdom - The provisions originally applicable 
to this loan called for the application to its repayment of 
amounts accruing to the United Kingdom from the sale 
or redemption of Canadian securities. A lag of some 
months occurred between the initial capital transfers  

from Canada and subsequent quarterly repayments. In 
1947 the United Kingdom agreed to permit new direct 
investment in Canada by its residents, and the loan re-
payment terms were modified to permit the United King-
dom to deduct the amounts from the totals which would 
otherwise have been calculated as due for repayment. 
This arrangement was extended in 1948 to cover the 
financing of aircraft purchased in Canada by the United 
Kingdom. The effect of these arrangements was to 
reduce the rate of repayment of principal. By mid-1953 
the balance of the loan had been reduced to $190 
million through application of the proceeds of sales and 
redemptions of $582 million of Canadian securities less 
new direct investments in Canada of $55 million and 
aircraft purchases of $17 million. An agreement was 
then made providing for an immediate payment reducing 
the amount outstanding to $150 million with amortiza-
tion of this balance over the next five years, and the 
United Kingdom was released from the previous repay-
ment provisions. 

1946-47 - War-time wheat loan to the Union of 
Soviet Socialist Republics. 

Some further Canadian claims on European coun-
tries arose from settlements of military relief. These were 
not treated as capital items; for futher detail see the 
comments with respect to series B37 and A23. 

Series D47, Special settlements, covers two trans-
actions only: Under the terms of the Canada-United 
Kingdom Financial Settlement Agreement, the out-
standing claims of both governments arising out of the 
war effort in respect of services and supplies furnished to 
each other prior to March 1, 1946, were, with certain 
exceptions, settled by payment of $150 million by the 
United Kingdom. Among the multitude of transactions 
included were interim credits which had been extended 
by Canada to the United Kingdom in amounts of $204 
million in 1945 and $112 million in 1946. The former 
figure was, as has been noted, included in series D41 
with loans and advances by the Government of Canada. 
The drawings in 1946 were, however, offset in the 
balance of payments presentation against the settlement 
which occurred in March of that year and series D47 
accordingly reflects only the net receipt of $38 million 
in that year 

The second item relates to settlement of a loan to 
Roumania outstanding in an amount of $24.3 million 
since the early 1920's. During 1974, a repayment of 
$1,150,000 was received and recorded in series D47. 
Settlement of the remaining outstanding balance, to be 
made under an agreement reached in 1971, does not 
involve specific balance of payment transactions. 

Sources and Methods 
The data are derived from the financial records of 

the Government of Canada. 
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The initial waiver and subsequent deferrals of in-
terest and principal on the 1946 loan to the United King-
dom were not articulated in the balance of payments 
estimates. An alternative treatment would have been to 
record a receipt of interest and a corresponding extension 
of credit. While repayment of the deferred amounts will 
not begin until 2001, they bear interest currently and 
this is recorded with interest receipts as an element of 
series A15. The total of the deferred amounts is included 
in statistics of Canada's international investment posi-
tion. The amount as of the end of 1974 was $173.1 
million, made up of $101.1 million deferred interest and 
$72.0 million deferred principal. 

Any claims for interest which may exist with 
respect to foreign "inactive" loans by the Government of 
Canada, i.e., those which are not currently revenue-
producing or realisable,9 are not reflected in either the 
balance of payments or the investment position. 

The series reflect several repayments of a rather 
special nature. In 1967 there was a remission by Canada 
of the principal and interest on loans extended to India 
for the purchase of Canadian wheat and flour. Similar 
transactions occurred in 1973 and in 1976 when develop-
ment loans made originally to Pakistan were forgiven. 
These transactions were articulated by recording the 
forgiveness of principal as repayments and showing 
simultaneously official contributions of the same amount 
in series B37. 

Evaluation 
These series should be complete and accurate 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum. 
mary), Part 2 (Movements of Capital and Monetary 
Gold), Item 14.4 Central government long•term loans. 

Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), component of 14.3 Central govern-
ment long-term loans, intergovernmental. 

Special Report for United Nations on international 
flow of long-term capital and central government transfer 
payments, Part I (Changes in foreign assets and transfer 
payments made) Item Cl .2. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Component (with sign reversed) of Other loans (cate-
gory 3332) of Rest of World (sector XIII). 

Series Availability 
Annually from 1927, quarterly from 1950. 

Supplementary Data 
Net loans and advances to governments other than the 
United Kingdom 1945-48 (FECB Annual Report 
1948, Table VII). 
Postwar loans and advances 1945-48 (Catalogue 
67.501, Statement 7). 
Loans and advances to foreign governments December 
31, 1952 (Catalogue 67.502, Statement 22). 
Loans and subscriptions by Government of Canada by 
area, 1965 - 72 (Catalogue 67-201 ,Table 21 in 1965 - 70 
and 1971 issues, Table 23 in 1972 issue), Available 
also in Catalogue 67-001. 

Related Data 
Public Accounts of Canada (annual). 
Report by the Minister of Finance on Operations under 
Part II of the Export Credits Insurance Act (annual). 

Additional References 
The Export Credits Insurance Act, 1944. 
The War Appropriation (United Kingdom Financing) 

	

LMF/OECD Common Reporting System (Appen- 	Act, 1942. 

	

dix 6) - Global Balance of Payments Summary and 	The United Kingdom Financial Agreement Act, 1946 

	

9 As published annually in a schedule to the Statement 	as amended 1957. 
of Assets and Liabilities, Public Accounts of Canada. 	 The United Kingdom Financial Agreement Act, 1953. 

Columbia River Treaty - 

Code - D48 

Concept 
This series covers receipts from the United States 

of payments under the Columbia River Treaty, including 
related investment and disinvestment by the Government  

ofCanada in medium-term non-marketable United States 
Government securities. 

Description 
Studies and negotiations between Canada and the 

United States in connection with the development of the 
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hydro-electric power potential of the Columbia River 
extending over a period of 20 years culminated in the 
Columbia River Treaty and Protocol of 1964. It em-
bodied a unique and complex set of arrangements for 
the development of these waters, of which only the bare 
highlights can be given in these paragraphs. Special finan-
cial arrangements agreed upon between Canada and the 
United States in connection with the project were 
described by the Minister of Finance in some detail in 
the House of Commons on July 10, 1964. 

Under the Treaty arrangements British Columbia 
undertook to build, within a nine-year period, storage 
projects in the Columbia River basin in Canada. These 
facilities would control a very large amount of water, 
part of which would be committed to produce power 
benefits downstream in the United States, to be shared 
equally between the two countries, as well as substantial 
benefits in and for Canada itself. Some of this storage 
would also be operated to provide flood control; and 
payments were to be made to Canada for flood damage 
prevented in the United States. Canada sold its share of 
the first 30 years' production of downstream benefits in 
return for a lump sum payment in September 1964 in 
the amount of $253,929,534 in United States funds. 
Flood control payments made to Canada by the United 
States in subsequent years aggregated a further $64.4 
million in United States funds. 

Funds necessary for the purchase of the down-
stream benefits were raised in the United States by the 

Columbia Storage Power Exchange, a non-profit organi-
zation of the power producers and users concerned, and 
paid to the Government of Canada in United States 
funds. The Government of Canada then paid equivalent 
Canadian funds to the Government of British Columbia 
apart from some funds which British Columbia elected 
to receive in United States dollars in order to redeem 
outstanding debt. The United States funds remaining in 
the hands of the Minister of Finance were invested in 
medium-term non-marketable securities of the United 
States Government. As these securities matured their 
proceeds were taken into the Exchange Fund Account 
and employed in United States Government securities in 
the normal way. The effect of the arrangement was to 
even out the flow of funds into Canada's holdings in the 
Exchange Fund Account, and to spread over a lengthy 
period the impact on United States balance of payments 
statistics of the transfer of so large a sum. The non-
marketable securities acquired under the arrangement 
did not form a part of Canada's official holdings of 
foreign exchange. The Minister of Finance indicated at 
the time of the arrangement however that, while there 
was no formal agreement, on the basis of discussions 
with the United States Treasury, he was confident that 
should need arise arrangements could be made to trans-
late the securities into marketable securities. 

The statement below shows in terms of United 
States currency, the receipts under the Treaty together 
with changes in related official holdings of medium-term 
non-marketable United States Government securities. 

Receipts under Treaty 	Change in related 
official holdings 
of medium-term 

Year 	 non-marketable 
Sale of downstream 	 United States 	Net receipts 

benefits 	Flood control 	Government 
securities 

(increase -) 

millions of U.S. dollars 

1964 ............................. 
1965 ............................. 
1966 ............................. 
1967 ............................. 
1968 ............................. 
1969 ............................. 
1970 ............................. 
1971 ............................. 
1972 ............................. 
1973 ............................. 

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

253.9 - - 203.9 50.0 
- - 30.0 30.0 
- - 30.0 30.0 

11.1 30.0 41.1 
- 52.1 30.0 82.1 
- - 30.0 30.0 
- - 30.0 30.0 
- - 23.9 23.9 

1.2 1.2 
253.9 64.4 — 318.3 

Considerable confusion has surrounded these trans-
actions. It has, for example, been suggested that the im-
pact on the exchange rate of the inflow was spread over 
an eight-year period because of the employment of the 
funds in special United States securities. Insofar as 
Canada was concerned the actual economic impact of 
the transactions was no different than if the inflow had 
been reflected immediately in the Exchange Fund 

Account. In either case the acquisition by the federal 
authorities of external assets obviated the necessity of 
exchange market transactions; the Canadian dollar out-
lay required to be made by the federal authorities in 
connection with the financing was the same. The special 
treatment did, however, have a significant statistical 
effect on some of the balance of payments measures in 
common use in the United States. 
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The conceptual treatment appropriate for these 
transactions was a matter which was debated at consid-
erable length but in the final analysis the decision was to 
follow a pragmatic, if somewhat inelegant, course. 

The basic conceptual problem centred on the 
nature of the lump sum payment. As already noted, 
contractually it represented Canada's share of the first 
30 years' production of downstream benefits arising 
from the facilities built in Canada. It might be viewed 
as representing the sale of water, or the sale of a service 
related to water flow, or as capital contributed to the 
construction of a facility. The expectation of the Cana-
dian negotiators was that the lump sum payment together 
with the income accruing on the investment of the funds 
until their use would finance the capital investment 
required. (In practice the price assumptions were not 
realized and the sum fell short of the amount required.) 
If the transaction were seen as a sale of water, then it 
might have been appropriate to regard the lump sum as 
a prepayment to be amortized over the 30-year period. 
But in order to fully articulate this perception of the 
transaction, it would have been necessary to accrue to 
the Rest of the World the discount on the prepayment 
and then subsequently to amortize the total debt through 
credits for the export of water. At the end of the 30-year 
period, further balance of payments entries would 
presumably have followed covering the receipt of power 
representing Canada's share of subsequent production 
or, alternatively, its disposition to non-residents. Some 
national income and expenditure accountants had diffi-
culty in accepting as production a flow of water across 
an international border. 

An alternative perception, that the lump sum was 
a prepayment for services inasmuch as it was to cover 
control of a water flow, left the same problem of articu-
lation. 

Yet another perception, which would depart from 
the legal form of the Treaty, was to view the lump sum 
as a capital contribution from the United States to the 
construction of a facility in Canada whose benefits, 
although not articulated in an accounting sense, would 
be jointly shared. Some support for this perception 
might be found in the accounting treatment adopted by 
the British Columbia Hydro and Power Authority which 
credited the amount, together with earnings accruing on 
it, to an item described as "Contributions arising from 
Columbia River Treaty". 

In determining the statistical treatment several 
considerations were ultimately given precedence. It was 
recognized that the Treaty extended over a very lengthy 
period. A full articulation would involve adjusting entries 
extending over many years, most of which would be so 
small that they could not conceivably affect one's per-
ception of Canada's balance of payments. An attempt to 
fully articulate the transactions could moreover involve a 
number of price and interest assumptions and would  

depart seriously from the treatment reflected in the 
accounts of the British Columbia Hydro and Power 
Authority. Finally, the major transactions were them-
selves so unusual that users might best be served by 
having them kept together in one item. 

The treatment finally chosen was therefore a very 
simple one. The primary transactions between Canada 
and the United States which were associated with the 
Treaty were incorporated into series D48 (Columbia 
River Treaty). This embraced the original receipt from 
the sale of downstream benefits, and subsequent pay-
ments made to Canada for flood damage, together with 
the acquisition and subsequent disposition of the official 
holdings of medium-term non-marketable United States 
Government securities into which most of the original 
receipt was placed by the federal government, by agree-
inent with the United States authorities. The credit in 
the Canadian balance of payments from primary receipts 
under the Treaty accordingly appeared as a net spread 
over the years 1964- 73, although, as has been noted, 
the financing requirements generated on the federal 
authorities occurred at the original times of receipts 
from the United States. 

The case for treating the sale of future down-
stream benefits as a capital inflow was probably stronger 
than was the case in respect of the flood control receipts, 
but the decision to treat the entire primary transactions 
as capital led to their exclusion from the current account 
and indeed, of course, the benefits to the United States 
were largely future benefits.1 0 

Emphasis has been given in this description to the 
fact that the special capital series D48 was confined to 
primary transactions. Thus it did not reflect interest 
earnings on the United States Government securities (at 
the rate of 4% in respect of the 1965 maturity;4 1/8% 
in respect of the 1966 maturity, and 4'4% in respect of 
subsequent maturities). Nor was the accrual to the 
British Columbia Hydro and Power Authority of income 
on the temporary employment within Canada of the 
funds made available in 1964 articulated as an external 
transaction. The item for "Contributions arising from 
Columbia River Treaty" on the balance sheet of the 
British Columbia Hydro and Power Authority, had 
grown by March 31, 1972, to over Canadian $462 
million. 

In statistics of Canada's international investment 
position the capital receipts from the United States were 
accumulated as a liability under miscellaneous invest-
ments. 

The holdings of special United States Government 
securities were included, during their lifetime, in the asset 
item for Government of Canada credits, but were, of 
course, subsumed within Canada's official holdings of 

10 In the United States, the flood control payments were 
recorded in the current account. 
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gold and foreign exchange as they matured. The liability 
item, on the other hand, is being reduced by approxi-
mately 1/13th in each year beginning in 1968. This 
amortization is not reflected, however, in the balance of 
payments statements. 

Sources and Methods 
The data are derived from financial records of the 

Government of Canada. 

Evaluation 
The series are accurate in an accounting sense. The 

conceptual validity is discussed above. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), Items 14.5 Central government other long-term 
assets and liabilities, 13.3 Local government, other long-
term assets and liabilities. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), 14.5 Central government other 
long-term assets and liabilities, 13.1 Local government 
long-term assets and liabilities. 

Special Report for United Nations on international 
flow of long-term capital and central government transfer  

payments, Part 1 (Changes in foreign assets and transfer 
payments made) Item C2 (Central government, other) 
and Part 2 (Changes in foreign liabilities and transfer 
payments received) Item C2 (Central government, other). 

National Income and Expenditure Accounts (Cat a-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components in Rest of World (sector XIII) of Other 
financial assets (category 2610) in respect of sale of 
downstream benefits, of Net purchases of existing and 
intangible assets (category 1800) in respect of flood 
control receipts, and (with sign reversed) of Foreign 
investments (category 3530) in respect of changes in 
related official holdings of medium-term non-marketable 
United States Government securities. Counterpart liabili-
ty entries are under Non-financial provincial government 
enterprises (sub-sector lV.2) and counterpart assets 
under the Federal government (sector X). 

Series Availability 
Annually and quarterly through full period of 

applicability 1964- 73. 

Related Data 
Public Accounts of Canada (annual). 

Additional References 
The Columbia River Treaty and Protocol - A Presenta-
tion. Departments of External Affairs and of Northern 
and Natural Resources, April 1964 (Queen's Printer, 
Catalogue E24564). 
Debates of the House of Commons, 10 July 1964, pp. 
5306 et seq. 

Export Credits Directly or Indirectly at Risk of the Government of Canada 

Code - D49 

Concept 
The series covers all medium-term and long-term 

export credits extended by Canada directly or indirectly 
at risk of the Government of Canada, whether financed 
by public or private sources. 

Description 
The principal agencies involved in this series are 

the Export Development Corporation and the Canadian 
Wheat Board, although there are some other relatively 
small amounts which are also described below. 

Export Development Corporation - The Export 
Development Corporation is a Crown corporation 
established in 1969 as successor to the Export Credits 
Insurance Corporation which started in 1949. The 

Corporation is engaged in the provision of export credits 
insurance at its own risk (under Section 24 of the 
Export Development Act) and at the Government's 
direct risk (under Section 27). It is engaged in long-term 
export financing on its own account (under Section 29) 
and on Government account (under Section 31). The 
Corporation also provides foreign investment 
insurance.t I 

The Export Credits Insurance Division - EDC may 
insure Canadian exporters against non-payment when 
they grant credit to foreign buyers under contracts 
involving: 

- consumer goods sold on short-term credit usual for 
the particular trade, and which nonnally ranges 
from documentary sight draft to a maximum of 
180 days; 

11 The descriptions which follow draw heavily on the 
Corporations Annual Reports for 1974 and 1975. 
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- capital goods sold on medium-term credit which 
may extend to a maximum of five years; 

- services; 
"invisible" exports such as the sale or licensing to a 
foreign customer of any right in a patent, trademark 
or copyright, advertising fees, fees to auditors, 
architectural consultants, etc. 

The main risks covered under an EDC Policy are: 
- insolvency of the foreign buyer; 

failure of the buyer to pay to the exporter within 
six months after due date the gross invoice value of 
goods which he has duly accepted; 

- repudiation by the buyer which does not result from 
a breach of contract by the exporter and where 
proceedings against the buyer would serve no useful 
purpose; 

- blockage of funds or transfer difficulties which 
prevent the Canadian exporter from receiving 
payment; 

- war or revolution in the buyer's country; 
- cancellation or non-renewal of an export permit and 

the imposition of restrictions on the export of goods 
not previously subject to restriction; 

- any other cause outside the control of both the 
exporter and the buyer which arises from events 
occurring outside Canada and the continental 
United States of America. 

To assist in financing his exports a policyholder 
may request EDC to assign the proceeds of any losses 
payable under a policy to a bank or to any other lender 
providing financing in respect of export sales. An ex-
porter may assign an individual bill or he may make a 
blanket assignment of all his foreign accounts receivable. 
As a further aid to financing, EDC may issue uncondi. 
tional guarantees to financial institutions which have 
agreed to provide non-recourse supplier financing. Such 
guarantees may be issued only in respect of insurable 
sales of capital goods or services. 

The ceiling of outstanding liability under contracts 
of export credits insurance and guarantees issued under 
the authority of the EDC Board of Directors is $750 
million. In addition, a further $750 million maximum 
outstanding liability is provided for insurance and 
guarantees which EDC may be authorized to issue at the 
risk of the Canadian Government. Such coverage may be 
extended to a transaction when the amount or term of 
the credit does not meet the approval of the EDC 
Board of Directors but when the conclusion of the trans-
action is judged by the Minister to be in the national 
interest. 

Export credit sales insured at risk of the Corpora-
tion during 1974 totalled $778 million of which $689 
million was in respect of export credit sales of consumer  

goods and services and $89 million was in respect of 
export credit sales of capital goods and services. At the 
year's end the aggregate of the maximum liabilities 
under outstanding current policies was $394 million, 
and in addition, there were liabilities totalling $7 million 
under policies issued in previous years, against which 
claims might still be made. However, these figures 
include large amounts of short-term credits which are 
not included in D49. During 1974 medium- and long. 
term policies written totalled $178 million and the 
amount outstanding at the year-end was $452 million. 

EDC-insured export credit sales at risk of the 
Canadian Government totalled $161 million in 1974 
and at the year-end the maximum liability under policies 
was $379 million. 

Statistics Canada published in October 1972, 12  
the results of an export credits survey undertaken at the 
request, and with the technical assistance, of EDC. The 
purpose was to determine the original terms of credit 
extended by Canadian exporters to foreign buyers in 
1970. The survey indicated, among other things, that 
during 1970 about one quarter of all Canadian exports 
were sold on terms calling for payments before or 
against delivery; an estimated 47.5% were sold on credit 
terms of not more than 30 days, an additional 25% 
sold on credit terms of 30.180 days, and 2.5% on 
credit exceeding 180 days. This last category excludes 
exports that were financed by buyer credits or aid. The 
survey also revealed that 51% of all Canadian exports 
were sold to related companies, which normally obviates 
the need for export credits insurance. 

The Export Finance Division - EDC makes long-
term loans directly to foreign borrowers or guarantees 
private loans to such borrowers to finance Canadian 
exports of capital equipment and services. EDC finan-
cing is provided on commercial terms at internationally 
competitive interest rates to permit foreign borrowers to 
pay cash to Canadian exporters. 

Financing of major export sales of capital equip-
ment and services may be provided by EDC to a total 
$5,100 million. Within the overall ceiling, two authori-
ties have been established. EDC may lend up to a maxi-
mum outstanding liability of $4,250 million on the 
authority of its Board of Directors. In addition, a further 
$850 million maximum outstanding liability is provided 
for loans which EDC may be authorized to make on 
behalf of the Canadian Government. The latter authority 
applies to very large export transactions or to other 
special situations considered by the Minister to be in the 
national interest. 

12 Stella Gianetto. "Terms of Credit Extended on 1970 
Export Sales by Canadian Corporations." Canadian Statistical 
Review, October 1972 (Catalogue 1 1-003E). 
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To qualify for an EDC loan or guarantee, a trans-
action must be of a type and for an amount which 
justifies extended credit terms that is, beyond five 
years. 

The project must be financially and economically 
sound and the foreign borrower must be creditworthy. 
The transaction must provide employment and industrial 
benefits for Canada as well as give promise for future 
Canadian exports in the foreign market concerned. 

EDC requires that the transactions being fmanced 
have a Canadian material and labour content of not less 
than 80110 and that all of the goods and services be ex-
ported from Canada. In certain circumstances however, 
EDC may, in conjunction with financing for Canadian 
capital equipment and services, also lend directly or 
guarantee a private loan for a portion of the associated 
local costs in the importing country. 

During 1974 agreements signed under authority 
of the Board of Directors totalled $502 million and 
the related notes receivable outstanding at the year-end 
were $801 million including $5.3 million which was 
overdue. Agreements signed in 1974 under authority 
of the Government amounted to $157 million and there 
was $34.5 million outstanding at the end of the year. 

Foreign Investment Insurance Division - The third 
programme of the Export Development Corporation, 
that of the Foreign Investment Insurance Division, does 
not directly affect the series under discussion nor other 
balance of payments series. However, it may have indirect 
effects on the level of Canadian investment abroad. For 
this reason and for the sake of completeness it may be 
useful to describe this programme briefly. 

EDC may insure Canadian investors against certain 
political risks of loss of their investments abroad. Invest-
ment may vary from the right to share in the assets of 
business carried on in a foreign country to lending 
money to a person in a foreign country for the purpose 
of establishing a business in that country. Coverage may 
be extended only to new investments and is presently 
limited to those made in developing countries. EDC 
Foreign Investment Insurance covers three broad politi-
cal risks: insurrection, revolution or war; expropriation; 
and inconvertibility, or inability to repatriate earnings or 
capital. 

The Canadian Wheat Board - The other major 
source of export credits directly or indirectly at risk 
of the Government of Canada is the Canadian Wheat 
Board. Since 1961 the Board has been involved in the 
financing of sales to the People's Republic of China 
and more recently to other countries. This financing 
was facilitated by specific loans to the Board by Cana-
dian chartered banks, under guarantee of the Govern-
ment of Canada. The amounts outstanding at the end 
of the Board's fiscal year are disclosed in its annual  

report. As at July 31, 1973 liabilities to banks to finance 
credit sales to China amounted to $305 million and 
those to finance medium-term credit sales of wheat and 
barley to a number of other countries amounted to $94 
million. The sales to China were for sterling, and the 
bills of exchange not yet due plus accrued interest, 
appear on the Board's balance sheet, converted at the 
forward sterling sales values. Parts of the early sales to 
China were delivered to Albania and East Germany. 
The other medium-term credit sales abroad were made 
in terms of Canadian dollars. 

The responsiblity for administering new sales of 
prairie grains under medium-term credit (three years or 
less) was transferred to the Canadian Wheat Board by 
the federal government in October 1970. Prior to that 
time such sales were either insured under Section 27 of 
the Export Development Act or were contracted under 
special credit guarantees extended by the Government 
of Canada. (Long-term credit sales involving repayments 
in excess of three years continue to be insured by the 
Government of Canada through the Export Development 
Corporation.) 

Other credits - While the activities of the Export 
Development Corporation and of the Canadian Wheat 
Board account for the largest part of export credits 
directly or indirectly at risk of the Government of 
Canada, some other credits have been included in the 
series. 

In order to extend the production run for C144 
aircraft, a number of planes were produced for which 
there were no immediate buyers, half at risk of the 
producing corporation and half at risk of the Govern-
ment. These planes were subsequently sold to non-
residents on payment terms extending over some years. 
The receivables of the Department involved were treated 
as export credits. 

Another item which figured for a time in the esti-
mate of export credits was a Canadian dollar balance 
established in favour of the Government of Canada by a 
Latin American government in connection with the 
renegotiation of outstanding export credits. 

An entry of a rather special character occurred in 
the second quarter of 1973 when the Government of 
Canada received from the People's Republic of China 
$14.5 million representing settlement of loans made by 
Canadian banks in early post-war years, under Govern-
ment guarantee, to the Ming Sung Industrial Company 
of China covering construction of rune light draft river 
vessels. Exports of the vessels were reflected in the 
balance of payments in 1947 and 1948 aggregating $8 
million, with a corresponding capital outflow in D50 
(Other long.term capital transactions); in Canada's 
returns to the IMF the accounts appeared as long.term 
extensions of credit by the banking sector. When the 
company was unable to meet the commitments falling 
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due between 1951 and 1960 the Canadian government 
paid to the banks, under the terms of the guarantee, 
a total of $14.5 million, which, of course, included 
interest to that time. Although the original credit was 
reflected in D50 since export credits were not isolated 
in a separate item until 1962, and although the settle-
ment included interest which had not been articulated in 
the balance of payments estimates, the entire settlement 
has been shown as a repayment of an export credit. 
(Figures for the outstanding total of export credits 
published prior to the settlement in mid-1973 should 
be increased by $14 million. Revised data appear in 
Table IV.2.) In the investment position the credit was 
included as an asset under Government credits but was 
offset by a negative entry under miscellaneous invest-
ment representing the reserve of the Government of 
Canada against inactive foreign loans. 

Another entry of a rather special nature occurred 
in 1975 when a credit made originally to Pakistan was 
forgiven. This transaction was articulated by recording 
the forgiveness of principal as an official contribution 
in series B37 simultaneously with a repayment in this 
series. 

At the end of 1972 the total of medium-term and 
long-term export credits extended directly or indirectly 
at risk of the Government of Canada was placed at 
$1,122 million, of which $448 million related to wheat 
and $674 million to other commodities and services. Of 
the total, $839 million was financed by Government and 
$283 million by the private sector. 

Sources and Methods 
In respect of the export credits insured at its own 

risk the Export Development Corporation supplies data 
covering the amounts of policies written, repayments un-
der them and the balances at risk. The amounts of the 
policies include interest on the credits, and in the 
construction of estimates of capital movements no 
adjustment is made to eliminate the elements of unearned 
interest. It should be noted, however, that the Corpor-
ation does not provide insurance for the full amount of 
the credit. An adjustment is made to the figures to add 
back claims paid to insured parties by EDC but still 
outstanding on EDC's accounts. In respect of export 
credits insured directly at the Government's risk the 
Corporation provides figures quarterly for advances and 
repayments. 

The Corporation supplies in respect of both 
fmancing under its own authority and financing on 
behalf of the Government figures quarterly of disburse-
ments, principal collections and interest collections. 

When the series was first isolated in 1962, material 
was ohtamcd from the predecessor corporation the 

Export Credits Insurance Corporation. The data obtained 
were not as suitable for use in the construction of 
estimates of the balance of payments as those presently 
obtained, the series being generally constructed from the 
reported figures of total amounts authorized at risk of 
the Corporation or the Government rather than actual 
transactions. 

From time to time financing provided by or 
through the Corporation has been laid off with Canadian 
chartered banks in Canada through the rediscounting of 
notes, and some of the insured credits have also been 
financed through them. In the case of the insured rmanc-
ing, until mid-1973 it was not possible to separate the 
amounts of paper discounted with banks from paper 
placed with them as collateral. Receivables assigned to 
Canadian banks in Canada have been treated as fmancing 
from private sources (and as banking claims in the re-
turns to the IMF and OECD). (For a period the Export 
Finance Corporation of Canada Ltd., owned by the 
Canadian chartered banks, served as a vehicle for the 
discounting of export credits. The treatment followed 
statistically was to consolidate the corporation within 
the banking sector.) Not included in the series are 
receivables which are known to have been discounted 
abroad and accordingly to have involved no capital 
export from Canada, although a contingent liability may 
exist in respect of them. Assignment of a policy to a 
non-resident financial institution is normally taken 
prima fade as evidence that the receivables have been 
discounted abroad unless it is established that they have 
been assigned merely as collateral for borrowing. Further 
evidence of the nature of financing may be revealed on 
schedule BP-2 1 and adjustments may then be required to 
ensure consistency and eliminate double counting. 

Net credits extended through the Canadian Wheat 
Board have been measured through changes in the 
corresponding bank financing to the Board, and grossed 
for the purposes of subsidiary statements on the basis of 
the underlying contracts and trade data. The bank 
financing is treated as domestic financing of the Board, 
and the credits themselves as financing by the Govern-
ment sector. 

The other elements of export credits described 
above are obtained from official sources. 

The series does not include the loans by the 
Government of Canada to national governments which 
are included in items D40 through D47; these include 
some export financing. 

Evaluation 
Subject to the comments above with respect to the 

values of privately financed insured credits, the series is 
hcl csed t he accurate. 
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Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Summa-
ry) and Table B (Regional Balance of Payments Summa-
ry), Part 2 (Movements of Capital and Monetary Gold), 
components of Items 11.6 (Private long-term - other 
loans and trade credits) and 14.5 (Central government - 
other long-term assets). 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capi-
tal and monetary gold), components of Items 11 .4 
(Private long-term - other trade credits) 	4 
tral government - other long-term assets) 

Special Report for United Nations on internatIonal 
flow of long-term capital and central government trans-
fer payments, Part 1 (Changes in foreign assets and 
transfer payments made) components of Items A3 and 
C2. 

National Accounts Income and Expenditure (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Component (with sign reversed) of Other loans (category 
3332) of Rest of World (sector XIII). 

Series Availability 
Annually and quarterly, from 1962. 

Supplementary Data 
Net credits outstanding at the end of 1961 were as 

foil ows 

Commodities 	Geographical distribution 

millions 	 millions 
of Cdn. 	 of Cdn. 
dollars 	 dollars 

Wheat 1 	.........54 	United States ..... 28 
Other2 	.........68 	Sterling area 3  ..... 2 

Total 	.........122 	Other OECD 
Europe 	......... 2 
Other countries 2  . . 90 

Total .........122 

Includes associated flour contracts. 
2 Includes $14 miIIin t 	\1,n, S,in 1n.iUtrI, 

of China credit of 1946. 
k iiiuj. 

	

i 	l)S 	IC,jt5 e\iCtit!,i IOU repaId. :tom 
also detail for wheat and other commodities, and 
area: source of financing from 1965: amounts outsit 
ding I': me . er. 'ec 

Cat:tloe 
67-505 Table 9-D I 
67-201 (1963 -65), Siatemeti 
67-201 (Table 22 in 1965 - () and 1 07 1 

Table 24 in 1972 issue) 
11-003 E Canadian Statistical Review, December 19' 

page ii. 

	

67-001 	Table) 1(Lrn'el 	!,t'l,'' 

Additional Referenit 
Export Credits Insurance Act 

Export Development Act 
Export Credits Insurance Cot pt ti nit \ 0 ii mU le r 
Export Development Corporation, Annul kep'ri 
The Canacl Ian Wheat Board, Annual Repmi.  

Other Lni-teriit (ipital I ransactioii 

Code - D50 

Concept 
This series covers a residual group of capital flows 

in long-term forms. Excluded are direct investment, 
portfolio security transactions, loans and subscriptions 
of the Government of Canada, Columbia River Treaty 
transactions, and beginning in 1962, export credits 
directly or indirectly at risk of the Government of 
Canada, all of which are explicit series. 

Description 

T!1e series covers Inng-terni private loans by 

governments to 	tad tan corpatallolls geltelahi\ 
ciated with long-term commodity supply contracts .1 

the financing of Canadian imports). It covers move-
ments of capital between branches and head offices 
of insurance companies, as distinct from the investment 
in Canadian securities of foreign insurance funds. It 
covers purchases by non-residents of, and repayments 
to them on, mortgages on Canadian real estate. It 
covers transfers of capital from abroad for adminis-
tration by Canadian trust companies and the repatriation 
of such capital. It covers loans in Canadian dollars to 
non-residents by the head offices and Canadian branches 
of Canadian chartered banks, and their repayment. 
It covers international transactions in real estate; in 
principle - investment in commercial real estate might 
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included in this series because it does not fit readily 
into the corporate framework used for series D21 
and D25 on direct investment. Commencing with 
1972, it includes allowances for the capital of immi-
grants not immediately transferred to Canada and the 
subsequent movement of these funds. 

In the period immediately following the termina-
tion of exchange restrictions in Canada in 1951, an 
estimate was included for the liquidation and transfer 
from Canada to the credit of emigrants of capital which 
they had not previously been permitted to take with 
them. Until 1962 the series covered medium. and 
long-term export credits extended directly or indirectly 
at risk of the Government of Canada, which have since 
been shown separately in series D49. 

Sources and Methods 
This series, as has already been noted, is a residual 

category of capital movements in long-term forms. The 
large number of items of varying importance which are 
included have, of course, counterparts in the wide 
variety of sources employed in their construction. 

One important element relates to changes in the 
external claims due by or to the private sector which 
are long-term in form but which have not already been 
covered in movements of direct investment or portfolio 
security transactions. Data covering other loans and 
trade credits are derived from line 1(c) and part of 
line 11(c) of schedule BP-21, Report of transactions 
between Canada and other countries 1 3  and lines 1(b) 
and (f) of the BP-22, Report on investment in Canada 
of non-Canadian corporations. (Where appropriate, 
adjustments are made for receivables which have been 
insured by the Export Development Corporation and 
which are accordingly covered in series D49, Export 
credits directly or indirectly at risk of the Government 
of Canada.) 

The element covering changes in the other external 
long-term assets and liabilities of the private sector is 
made up from line 1(e) and part of line 11(c) of the 
BP-21, and from lines 1(d) and (h) of the BP-22. There 
remain, however, a number of other items also to be 
iiiludd. 

The estimated capital flows betwen home offices 
and Ibreign branches of insurance companies are de-
termined as described in the section of Part V dealing 
with the BP-27, Movement of funds between Canadian 
insurance companies and their branches, agencies, bank 
accounts, and other companies or persons outside 
Canada and the BP-28, Movement of funds between 
British and foreign insurance companies doing business 
in Canada and head or other offices, companies, or 
persons outside Canada. 

13 All the schedules referred to in this section are re-
produced in Pa r V.  

Within this series provision is also made for mort-
gage flows. This estimate is constructed in two ways. 
For the preparation of estimates of Canada's miscella-
neous income payments, described under series B23 in 
Part II, interest payments on mortgages held by non-
residents on Canadian real estate are imputed. The 
assumption is made in the first instance that this interest 
has been fully ploughed back into Canadian mortgages 
and it is recorded as a capital inflow. Deductions are 
then made from it in respect of mortgage interest and 
principal repayments abroad which may appear on the 
BP-28. There is added the net flow appearing in Part C 
of the BP-28 which has not been identified and attribu-
ted to forms of investment other than mortgages. This 
total is then compared with, and adjusted where ne-
cessary to reflect, the total change in holdings of mort-
gages on Canadian real estate by United States insurance 
companies as estimated for Canada's international 
investment position. 

Transactions related to the activities of trust and 
mortgage loan companies are derived from the BP-29, 
Report by trust and mortgage loan companies in Canada 
on transactions with non-residents. The year-to-year 
changes in line 11(a) yield the flows associated with 
holdings by non-residents of Canadian dollar guaranteed 
investment certificates, receipts and debentures of res-
pondent companies. Lines 111(c) and IV(c) provide cap-
ital transfers from and to Canada for management, safe 
custody and agency accounts, estates and trusts, and 
holding companies. 

The final element of this group of private non-
bank transactions relates to the timing of transfers 
of capital by immigrants to Canada. The amounts which 
immigrants transfer or intend to transfer to Canada are 
recorded at the time of migration in series A30, Inherit-
ances and immigrants' funds receipts. But it is unlikely 
indeed that all of these assets are immediately trans-
ferred, and an allowance has been made in respect of 
the capital retained temporarily abroad. For this, it has 
been assumed that amounts not in possession at the 
time of migration of immigrants whose assets exceed 
$100,000 are transferred in equal amounts over the 
subsequent 20 quarters. In practice the original defer-
rals, by area, are rounded to the nearest $2 miUion. 

There are small discrete items recorded in respect 
of various levels of government in Canada as, for ex-
ample, changes in prepayments on long-term defence 
equipment contracts. 

Finally it has been the practice to include in this 
item changes in Canadian dollar bank loans to non-
residents, and until 1963 a portion of foreign currency 
claims on residents under the treatment for foreign 
currency operations of the head offices and branches in 
Canada of Canadian chartered banks described under 
series 1)60. 
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The sources for quarterly estimates are under-
standably less comprehensive. In respect of those enter-
prises covered by quarterly surveys, figures for loans 
from non-residents are available from line 1(c) of the 
BP-21A, Report of transactions between Canada and 
other countries. In the case of finance companies 
medium-term debt issues which appear in section IV 
of the BP-21C, Report by Canadian finance companies, 
are included to the extent that they are not reported 
as corporate bonds and debentures in series D30 thiough 
D33. Estimates of quarterly movements of insurance 
company funds are based on the levels of previous 
annual series, using as quarterly projectors the net funds 
transferred from abroad by a selection of Canadian and 
of foreign life insurance companies as supplied by The 
Canadian Life Insurance Association, Two United 
States sources are utilized. Loans by the Export-Import 
Bank to Canadian enterprises are a matter of public 
record. Changes in long-term banking liabilities to 
Canadians, as published monthly in the United States 
Treasury Bulletin, are also used after appropriate ad-
justment for exchange rate variations and for the trans-
actions specifically identified from Canadian sources. 
(The U.S. Treasury figures in respect of long-term 
banking claims on Canadians have not been used within 
this series as experience has suggested that these data 
are frequently reported in Canadian sources as short-
term.) Finally the figures for chartered bank loans in 
Canadian dollars to non-residents are originally reported 
on a quarterly basis. 

When annual source estimates are made, the 
quarterly estimates in respect of insurance company 
transfers and those based on United States Treasury 
Department data are replaced, but the pattern of quar-
terly movements revealed by these sources is retained. 

Evaluation 
Because of the range of flows which in principle 

should be included in this series, it is not possible to 
comment authoritatively on the quality of the series. 
There can be little doubt, however, that it is less well 
founded than others covering movements of capital in 
long-term forms. The coverage of international trans-
actions in real estate is fragmentary and haphazard, 
virtually no allowance is made for the acquisition of 
residential real estate either by Canadians abroad or 
by non-residents in Canada. The possibility of loans 
between unrelated parties, which may not be covered in 
the reporting frame, is real. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table 11 (Recirmal Prlrince or Pi vr-rrt 

Summary), Part 2 (Movements of Capital and Monetary 
Gold): 

Item 
11.6 Private long-term investment: Other loans and 

trade credits. 
11.7 Private long-term investment: Other assets and 

liabilities. 
13.3 Local government: Other assets and liabilities. 
14.5 Central government: Other long-icon assets md 

liabilities. 
16.3 Other monetary institutions: Loans. 

IMF/OECD Common Reporting Svcm (Ap  
pendix 6) - Global Balance of Payments Summary :1 
Regional Balance of Payments Summary. Item 
(Capi:rI iiid rnel,iiv 

Item 
11.4 Pi ivate long-term 	Oilier trade credits. 
11.5 Private long-term: Other assets and liabm1itic- 
13.1 Local government: Long-term assets and liahri- 
14.5 Central government: Other Ion-icr fl i-et-. .jH 

liabilities. 
16.4 	Other 	-,icir 	iritrii1r 	)tircr 	11 	r.r 

loans. 

Special lcgri : 	I irr:_. NjIrr. - i irtci- nI. 	I 
flow of long-term capital and central goveriuio ri 
transfer payments, Part 1 (Changes in foreign assets ii 
transfer payments made) and Part 2 (Changes in forci 
liabilities and transfer payments made). Items A3 . vi 
Bl,andC2. 

National Imiennie and l--speiidit mire kccmmt,( - - 
alogues 13-001 and 13-201) - Not relevant 

Financial Flow Accounts (Catalogi:- I I II 

Other loans (category 2332), Other financial ass: 
(category 2610) and, with sign reversed. Rank lor 

n 	II)iI<i . 	-•il \IH. 

S&:rics \y:imlalnliiv 

Annually 	rn 	r7I 	r.,rr - :.. 	-ri 
including retirements ol foreign securities trom 1927 
and 1937-39 inclusive, all transactions in foreign 
securities from 1933-36 inclusive, and export creW:-. 
directly or indirectly at risk of the Goverumeri 
Canada prior to 196d 

Supplementary Data 
Annually and i1ril:rrtcrlv Inrir 	)2 	lrr 

1967, the series was sub-divided to show separaiJ 
finance company borrowing in long-term forms, n.r 
(D51) and other flows (D52). Data will be found 
1:ric 1  of (aliloerc (7-O (in Nk hich series D 
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identified as D131 and series D52 as D132) and in 
statements in successive issues of Catalogue 67-001. 
The data are also available in CANSIM. The relevant "D" 
references ending with the two digits 40 cover series 
D51, and those ending 50 (which are articulated earlier 
in this section), cover for the period 1952 through 1966 

series D52. Hence for this period, the two CANSIM 
series must be combined to produce series D50. The 
subdivision was discontinued when improvements in 
methodology led to the allocation of most transactions 
in long-term forms by Canadian finance companies to 
other series. 

Resident Holdings of Foreign Currency Bank Balances and Other Short-term Funds Abroad (to 1963) 

Code - D60 (for later series see D61) 

Concept 
This series measured foreign currency deposits of 

Canadian residents whether held in or outside Canada 
together with the Canadian chartered banks' net spot 
foreign currency positions and their holdings of gold 
bullion, and holdings of foreign treasury bills by other 
residents of Canada (except the official monetary 
authorities). The series was based upon the convention 
that, in addition to foreign banks, Canadian chartered 
banks were non-residents of Canada insofar as their 
foreign currency activities were concerned. 

Description 
As noted above, this section applies to a con-

ceptual frame which is no longer in use, but which is 
applicable to current statistics prior to 1964. Readers 
whose interest lies largely in the later period may wish 
to turn ahead to series D61 and D65, Resident holdings 
of short-term funds abroad. 

This series may be divided for convenience of 
description into two elements. The first of these covers 
foreign currency deposits of residents of Canada with 
Canadian chartered banks in Canada together with the 
spot positions or net holdings in foreign currencies of 
the head offices and branches in Canada of the chartered 
banks. The second covers foreign currency deposits of 
residents of Canada (other than banks) with banks 
outside Canada (including foreign branches, agencies and 
subsidiaries of Canadian chartered banks), together with 
minor amounts of foreign treasury bills, etc., held by 
Canadians. Both exclude any amounts which represent 
part of Canada's official monetary assets described 
under series KI and K4. 

The first element of the series, which was re-
placed during 1973 back to the end of 1963 by a new 
treatment, is described in this section. The second 
element of series D60 now appears as a new separate 
series D65, Non-bank holdings of foreign short-term 
funds abroad, and is described under that code. 

Canada has long had an extensive international 
banking business. For many years the special foreign  

character of these operations tended effectively to 
keep much of them separate from the Canadian econo-
my. To the extent that foreign currency deposits were 
obtained from non-residents and employed directly 
outside Canada this foreign currency business gave rise 
to no net movements of capital to or from Canada. 
Accordingly Canadian balance of payments statistics 
were designed historically to exclude matching banking 
assets and liabilities denominated in foreign currencies, 
whether held in Canada or abroad, on the grounds that 
the business was, by its nature, largely "extra-Canadian" 
and had only limited significance for the Canadian 
economy itself, (Foreign currency operations of the 
Canadian banking system are even now treated some-
what similarly in the principal series of banking statistics 
in Canada, although in the last decade an increasing 
amount of information has been obtained with respect 
to foreign currency assets and liabilities.) 

For many years the behaviour of deposits in 
foreign currency belonging to residents of Canada did 
not appear to be greatly influenced by whether they 
represented claims on banks in Canada or abroad, and 
little or no distinction was made under the adminis-
tration of either exchange control or monetary policy. 
Foreign currency liabilities of Canadian chartered banks 
were not subject to the formal reserve requirements 
applying to their Canadian dollar liabilities, and during 
the period of exchange control the conditions under 
which residents of Canada were permitted to retain 
and operate foreign currency accounts applied equally 
to accounts in Canada or abroad. 

Accordingly the convention was to treat foreign 
currency deposits of Canadian residents with Canadian 
chartered banks in Canada as claims on non-residents 
and to treat foreign currency loans to Canadian residents 
as foreign liabilities of Canada. The net foreign currency 
(spot) assets of chartered banks were treated as assets 
abroad regardless of the residency of the debtors or 
creditors. In effect this treatment moved the foreign 
currency operations of the Canadian chartered banks 
conceptually across the border. While the statistical 
treatment led, of course, to a set of series which was 
different from that which would have been derived on 
a strict residency basis, the overall statistical effect was 
the same in each case. 
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With the development of the Euro-currency 
markets, the swapped deposit' 4  facilities of the chart-
ered banks (which many holders look upon as tanta-
mount to Canadian dollar deposits and whose behaviour 
is not unrelated to the banks' Canadian dollar opera-
tions), and the growing sophistication of corporations 
in managing their cash balances, the convention which 
had been adopted lost much of its validity. Moreover, 
the increasing attention being devoted to the inter-
national meshing of statistics added to the desirability 
of putting the Canadian statistics on a more conven-
tional residency basis. 

Accordingly, in mid-1973 the treatment was 
changed. It was possible to construct satisfactory com-
parable series on the new basis back to 1964 and series 
D60 currently terminates, therefore, at the end of 
1963. The new series are described under D61 and D65. 

The remainder of this note describes in greater 
detail the statistical treatment during the period of the 
convention that the foreign currency operations of 
the Canadian chartered banks in Canada were "extra-
Canadian". It relates only to the spot foreign currency 
claims on the books of head offices and branches in 
Canada of the banks. 

Symbols 
A = foreign currency assets 
L = foreign currency liabilities 
n = non-resident debtors or creditors 
r = resident debtors or creditors 

NFXA = net foreign currency (spot) assets of head 
offices and Canadian branches 

Identity 
[An+r - L(n+r )] = NFXA 

The appropriate net balance of payments entry 
is the equivalent of A (L - An ). This is the entry 
conventionally used by most countries in their balance 
of payments statements. It will be noted that it attri-
butes to banks, rather than to their customers, the 
accumulation by residents of foreign currency positions 
through the domestic banking system. 

Readers of the paragraphs which follow may find 
it useful to keep in mind the reverse identity between 
the banks and their customers of assets and liabilities. 
Thus, for example, Lr  is perceived from the point of 
view of the bank as a liability, but from the point of 
view of its depositors as an asset. 

14 Swapped deposits are funds converted into a foreign 
currency, usually United States dollars, that have been placed 
on term deposit with a bank and that the bank has undertaken 
through a forward contract to convert back into Canadian 
dollars. Such deposits form part of the foreign currency deposit 
liabilities of the chartered banks. 

During the period in which the foreign currency 
operations of the Canadian chartered banks in Canada 
were treated as "extra-Canadian", holdings by residents 
of foreign currency deposits (Lr ) were treated as foreign 
assets together with the net foreign currency (spot) 
assets of the chartered banks (NFXA). Similarly foreign 
currency borrowing by Canadians (A r) was treated as 
borrowing abroad. (It was included in items for mis-
cellaneous capital movements, either in long-term or in 
short-term forms.) The Canadian balance of payments 
statements thus included as capital movements, with 
minus signs denoting as is usual net outflows or in-
creases in external assets, in series 

D60 	 t(L1 +NFXA) 

D50 and D82 	t Ar  
Total 	 - L (L + NFXA - Ar) 

This treatment arrived at the same global entry as 
that used conventionally in other countries. The identity 
appearing above (under symbols), viz 

A(n+r) L( +1 ) = NFXA 

can be re-expressed algebraically as 

- (LT  + NFXA - A 5 ) = L, - An  

For further purposes of illustration a concrete ex-
ample of the treatment may be given using the actual 
data for 1974 which appear in Table 111.1 in the next 
section dealing with item D61. From examination of 
this statement it will be clear that the formula (Ln - An ) 
yielded a net capital outflow from the foreign currency 
activities of the Canadian chartered banks in Canada of 
$1 ,354 million, being the increase in the net assets with 
non-residents. Under the conventions followed until 
1964 the effects in balance of payments series (in 
millions of dollars) would have been as follows: 

Millions of 
dollars 

D60 	 - i (L + NFXA) 	- 2,470 
-(1,997 + 473) 

D50andD82 	AA 	 + 1,116 

Sources and Methods 
The definitive estimates for pre-war years published 

in the Canadian Balance of International Payments, 
1926-48, Catalogue 67-501, Table XII, contain series 
for the net change in external assets of Canadian banks. 
These were derived from statements, adapted to the 
purposes of the balance of payments, supplied to the 
bureau by the Canadian Bankers' Association. A des-
cription together with the relationship of the data to 
the published statutory return will be found in the 
Canadian Balance of International Payments -- A Study 
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ofMethods and Results, Catalogue 67-D-5 2, pp.  162-I 64. 
In statements published more recently which endeavour 
to put historical material on the basis on which it is 
currently published (e.g., in the Canadian Balance of 
International Payments, 1972, Catalogue 67-201, Table 
33) pre.war series from 1930 onwards also reflect some 
fragmentary information on non-bank holdings which 
appeared on early work sheets. 

With the introduction of exchange control in 
September 1939 the disposition of foreign currency 
deposits by residents of Canada became subject to 
approval, and with enactment of the Foreign Exchange 
Acquisition Order in the spring of the following year 
the sale to the official monetary authorities of most 
of these balances was required. As noted in the section 
dealing with series Ki, foreign exchange acquired by 
the authorities under this Order was treated statis-
tically as part of official international reserves from 
the outbreak of war. Thereafter during the period of 
exchange control the maintenance of foreign currency 
holdings by residents of Canada was largely restricted 
to necessary working balances. Statistics of changes 
in these have not been specifically identified in the 
published data for the years 1941 through 1945, but are 
picked up again from the beginning of 1946. 

With the resumption of the role of chartered 
banks as principals in the foreign exchange market in 
1950 and the termination of exchange control in 1951 
an entirely new set of circumstances arose. 

The descriptions which follow trace the principal 
changes in the sources and methods of D60 related to 
the foreign currency operations of the head offices and 
Canadian branches of Canadian chartered banks. Des-
cription of the other elements of the series is deferred 
to item D65. 

The process by which flows expressed in Canadian 
dollar equivalents are derived from changes in balances 
denominated in foreign currencies is described in a 
note in Part VII. 

The structure for reporting the net (spot) foreign 
currency positions of the head offices and branches in 
Canada, which had been established on October 1, 1950, 
when the banks were allowed to again act as principals 
in the foreign exchange market, was retained for a 
lengthy period following the termination of exchange 
control in 1951. Basically it consisted of converting 
into a flow equivalent the changes in the spot positions 
of trading, other head office departments and Canadian 
branches of the banks in respect of United States dollars 
and of sterling. It will be noted that this was on a cur-
rency rather than on a residency basis. 

The holdings of foreign currency deposits by 
residents at head offices and Canadian branches pre-
sented zreater difticultv. Until the end of 195 1). the  

flows were derived primarily from the series for deposits 
in Canada in currencies other than Canadian supplied 
monthly by the banks to the Inspector General of 
Banks. Some adjustments were made to eliminate 
from this series isolated instances of foreign-owned 
deposits in Canada which came to the bureau's attention. 

With rising levels of foreign currency deposits 
booked in Canada, the underlying assumption that most 
of the depositors were residents became increasingly 
unsatisfactory. In 1960 series were obtained covering 
foreign currency deposits of $100,000 and over of 
Canadian residents and these were used for a time, but 
it was not possible to make an appropriate allowance 
for Canadian-owned deposits under $100,000. A further 
change was made in early 1961 so that the series would 
be derived for all foreign currency deposits of Canadian 
residents plus those of non.residents in amounts of 
$100,000 or less, a procedure which recognized that 
the latter were more likely to belong to residents than 
to non-residents. The series was ultimately carried back 
through 1960 although the quarterly distribution was 
somewhat arbitrary. The struggle to maintain a satis-
factory measure had been marked by discontinuities at 
the annual level in 1930, 1940, 1952 and 1960. 

By 1962 the problem had been eliminated in 
principle. Thereafter the series for deposits in Canada 
in currencies other than Canadian were made available 
sub-divided into resident-owned and non-resident-owned 
balances. Subject to the normal hazards of classification, 
this resolved the problems at a global level, but there 
remained the problem of regional allocation, since no 
further subdivision was available except for distributions 
by currency for United States dollars, sterling, and 
other non-Canadian currency claims. 

The data available throughout this period did 
not yield appropriate regional distributions of any of 
the foreign currency components of Canadian banking 
data used in series D60 (and D50 and D82), and a 
distribution by currency was used in the absence of any 
other information. The result was sometimes to attribute 
to a specific country some transactions carried out in 
its currency with third countries and occasionally led 
to confusion in the comparison of bilateral statistics 
compiled in Canada and in other countries. 

This situation was remedied from the beginning 
of 1964 when data were made available providing 
distributions of the underlying claims on the basis 
of residency of the creditor or debtor. The estimates 
thereafter, now superseded by the change in treatment, 
included in item D60 a net bilateral adjustment in 
respect of all three component items (D60, D50 and 
D82), to shift them from a currency to a geographic 
residency basis. The discontinuity in series at the end 
of 1963 implied accumulated overstatements of net 
int1ovs froni the tnited States and the tnited Kitidoin 
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of the order of $200 million and $250 million res-
pectively and a corresponding understatement of inflows 
from other countries. 

The new reporting format was substantially in 
the form of the table covering chartered banks: total 
foreign currency assets and liabilities booked in Canada, 
published monthly by the Bank of Canada,' S  although 
gold-based claims were also covered. This reporting 
frame also superseded the earlier arrangements for ob-
taining the spot positions of trading, other head office 
departments, and Canadian branches of the banks in 
respect of their foreign currency holdings and thereafter 
the net asset figure was the basis used in constructing 
the element of the series representing the banks' own 
spot positions. 

This briefly summarizes the major phases of 
development of the component of series D60 derived 
from the chartered banks. Of a somewhat more tech-
nical nature was the evolution of the treatment of gold 
and gold-based claims. These were treated analogously 
with foreign currency denominated claims until 1968, 
and their subsequent treatment has, of course, been 
superseded by the overall change in the conceptuai 
base of the series. In the data now superseded there 
were, however, several changes. From the fourth quartel 
of 1969, retroactive to the second quarter of 1968 
following the introduction of the two-tier market, gold 
denominated claims have been treated on a strict resi-
dency basis. This separation of gold from foreign cur-
rency denominated claims reflected the application of 
guidelines to foreign currency operations of the Cana-
dian chartered banks; gold denominated claims became 
in due course an element in D65. Also from the fourth 
quarter of 1969 changes in holdings of gold bullion 
by the Canadian chartered banks were reallocated 
from the United States to the "all other" bilateral 
account retroactive to the second quarter of 1968, 
but ceased to be regarded as external assets retro-
actively to that time with the revisions to the gold 
concept introduced with the first quarter of 1973 as 
described under series A3. 

Evaluation 
The descriptions above will have indicated that 

data inputs in a form which was conceptually appro-
priate for the treatment followed were not available 
until 1964. Thereafter the adequacy of the measures 
has been largely dependent on the ability of respondents 
to identify unambiguously the residency of borrowers 
and depositors. There can be no doubt that from time 
to time serious difficulties are posed for them. 

No satisfactory evidence of the adequacy of the 
measures is available. The analysis of returns by residents 
showing their foreign currency deposits in Canada, 

15 Bank nf (anezda Rei'iet (Tahle 16 in issue for Noveni- 

whether filed in connection with the specific balance 
of payments surveys or the general financial statistics 
program, is discouraging. At the end of 1972 when 
the chartered banks reported that residents held $1,609 
million of foreign currency deposits at head offices 
and Canadian branches, returns by residents revealed 
well under one-half. These holdings include swapped 
deposits 16  which are presumed normally to be at-
tractive only to residents of Canada (or possibly non-
residents with a future requirement for Canadian dollars). 
It is not known to what extent the short-fall reflected 
a failure on the part of respondents to recognize 
swapped deposits as holdings of foreign currenc. 
or to what exten' holdings were concentrated in the 
hands of provincial and municipal governments, in-
surance companies and certain other institutions where 
the reporting arrangements are not well suited to the 
purpose. The deposits generally could, of course, include 
some which were wrongly classified as being Canadian-
owned although there seems no reason to suppose a bias 
of this nature in one direction or another. Some further 
analysis of the measurement of hank deposits as re-
ported from the asset and liabilit\ 
H iie 	:nmcnt 	H ern-s 

[.iiIk2es a id lelationslii ,s 

CANSI\1 L)atahank Seri' 	I :s 

Appendix 

IMF I lajic of I>avinciits \lanual. Third Edititis 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Pavment 
Summary), Part 2(M\nilts (_ii.iI md 
Gold 1. Ct HOp IftTI 

Item 
16 	othei I1iomtctar 	iilStlltiCt1S. lot 	IL 

of head offices and branches in (Iioi, 

than chartered banks. 
15 	Central monetary institutions, for iit n 

of minor working balances of non-Unitcu States 
non-United Kingdom non-convertible foreign 
currencies held by the Bank of Canada. (Prioi 
to 1970 included also conve;tible currencies 
which were transferred at that time to 
international reserves retroactively to 1961 

14.6 Central government other short-term asset-. 
data in respect of refunding loan proceeds aol 
other funds set aside for retirements, mino' 
working balances of non-United States non-
United Kingdom convertible foreign currencies 
held by the Government prior to 1970 (trans 

16 Swapped deposits are funds converted into a foreign 
currency, usually United States dollars, that have been placet 
on term deposit with a bank and that the bank has undertako 
through a forward contract to convert back into Canadia 
dollars. Such deposits form part of the foreign currencs- depes 
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Item 
ferred at that time to official international re-
serves retroactively to 1961), and on a temporary 
basis from the second quarter of 1968 through 
the end of 1972 new gold production in the 
hands of the authorities for disposition in the 
non-monetary market (eliminated retroactively in 
1973). 

. . Local governments other assets, for data in respect 
1 foreign currency deposits abroad of local 

it wernments. 
I 2.2 I'rivate holdings of foreign central government 

'.ccurities, for data in respect of private holdings 
f foreign treasury bills. 

24 'rivate holdings of currency and bank deposits, 
other short-term assets, for data in respect of 

iivate foreign currency deposits abroad. 

I able XV Gold Holdings and Foreign Assets 
I i.ibilities of Central Monetary Institutions. 

Ithie XVI Gold Ho1dints and Foreign Assets 
Hi , 	2:'l 	111:1  

Item 
12.2 Private holdings of other short-term assets, for 

data in respect of private foreign currency deposits 
abroad and private holdings of foreign treasury 
bills. 

Modified Table XV Gold Holdings and Foreign 
Assets and Liabilities of Central Monetary Institutions. 

Modified Table XVI Gold Holdings and Foreign 
Assets and Liabilities of Other Monetary Institutions. 

National Income and Expenditure Accounts 
(Catalogues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components (with sign reversed) of Rest of World 
(sector XIII) as follows: 

Category 
3313 Foreign currency and deposits, for foreign 

currency deposits of residents. 
1 reign investments, for private holdings of 

reign treasury bills; and, without sign 
'versed. 

	

l\ll','OLt,,l) ( onimoii Ritmrtiitg Ss stem t\p 	oi ii 	Uther assets, for net foreign currency (spot) 

	

- Global Balance of Payments Summary and 	 position of the Canadian chartered banks. 
Regional Balance of Payments Summary, Item C 
(Capital and monetary gold), components of: 

Series Availability 
Item 	 Annually from 1927 through 1940, and from 
16 	i)ther monetary institutions, for data in respect 	1946 through 1963, quarterly from 1950 through 

	

I head offices and branches in Canada of Cana- 	1963. (Comparable data were published through the 
in chartered banks. 	 first quarter of 1973 in contemporary reports.) 
'ittral monetary institutions, for data in respect 

minor working balances of non-United States 
n-United Kingdom non-convertible foreign 

irrencies held by the Bank of Canada. (Prior 
1970 i1cluded also convertible currencies 

hich were transferred at that time to official 
.i:ternational reserves retroactively to 1961.) 
Lntral government other short-term assets, for 
ita in respect of refunding loan proceeds and 
her funds set aside for retirements, minor 
rking balances of non-United States non-

tilted Kingdom convertible foreign currencies 
:ld by the government prior to 1970 (trans. 
red at that time to official international re-

rves retroactively to 1961), and on a temporary 
isis from the second quarter of 1968 through 
it end of 1972 new gold production in the 
inds of the authorities for disposition in the 
n-monetary market (eliminated retroactively 

it 1973). 
I cal government short-term assets, for data in 

pect of foreign currency deposits abroad of 
:al gnvernnients (data not presently avai1ah1e, 

Supplementary Detail 
Foreign currency assets and liabilities of head 

offices and branches in Canada of the Canadian 
chartered banks - published on a transactions basis - 
quarterly with stocks at end of period, in Catalogue 
67-001 (Table 10, 11 Q1973) and Catalogue 67-201 
(Table 23 in issue for 1971, and Table 25 in issue for 
1972). 

Related Data 
Chartered banks: Total foreign currency and United 
States dollar assets and liabilities booked in Canada, 
by country of residence and type of bank customer, 
monthly (Bank of Canada Review, Tables 16 and 17 
in issue for November 1976, and related Notes to the 
tables). 

Chartered banks: Total foreign currency assets and 
liabilities, monthly (Bank of Canada Review, Table IS 
in issue for November 1976, and related Notes to the 
tah(es. 
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Chartered banks of Canada: Statement of assets and 
	(The last two sources cover assets and liabilities held 

liabilities compiled from returns made pursuant to 	by branches, agencies an wholly-owned banking 
section 103 of the Bank Act, monthly (Supplement 	subsidiaries abroad as well as by head offices and 
to the Canada Gazette). 	 branches in Canada.) 

Resident Holdings of Short-term Funds Abroad (from 1964) 

Codes - D61 Chartered bank net foreign currency posi-
tion with non-residents 

D65 Non-bank holdings of short-term funds 
abroad 

Concept 
Series D61 measures the net foreign currency 

claims of the Canadian chartered banks on non.residents. 
Series D65 measures deposits with banks abroad and 
foreign money market paper held by residents of Canada, 
apart from the Canadian banking system and the official 
monetary authorities. 

Description 
Series 1361 covering net (spot) foreign currency 

positions, or net claims, with non-residents of the head 
offices and branches in Canada of the chartered banks 
was introduced in the second quarter of 1973 retro-
actively to 1964. Table 111.1 shows the composition of 
the foreign currency assets and liabilities of head offices 
and branches in Canada as at December 31, 1974, 
together with related series for net transactions. 

Series D65 covers other resident holdings of foreign 
currencies abroad, apart, of course, from those which are 
included in the K series which cover Canada's official 
international reserves. Although series D65 was intro-
duced only in the first quarter of 1973, retroactively to 
1964, it previously formed an unpublished component 
of D60 and it will be recalled that its description there 
was deferred to this point. Accordingly in the text which 
follows some of the descriptive material relates to periods 
antecedent to the separate publication of the series. 

Sources and Methods 
All of series D61 and practically all of series D65 

are derived from changes in outstanding claims denomi-
nated in foreign currencies, expressed either in terms of 
foreign currencies or their Canadian dollar equivalents. 
The processes by which flow series for use in the balance 
of payments, expressed in terms of Canadian dollars, are 
constructed from these is described in the note on the 
measurement of transactions in foreign currencies which 
will be found in Part VII. 

Series D61 is derived from reports of foreign cur-
rency assets and liabilities booked in Canada at head 
offices and Canadian branches as supplied to the Inspec-
tor General of Banks by Canadian chartered banks. The  

reporting format is substantially in the form of the table 
covering chartered banks: total foreign currency assets 
and liabilities booked in Canada, published monthly by 
the Bank of Canada. 1 ' 

Series D65 covering non-bank holdings of foreign 
funds abroad presents considerable difficulties of meas-
urement. It is the practice in most countries to derive 
this measure by surveys of those residents most likely to 
be holders of foreign currency deposits abroad. This 
practice has not been followed by Canadian statisticians. 
Examination of all the available data, including many of 
the surveys conducted within Statistics Canada which 
are not specifically for balance of payments purposes, 
against available measures in other countries of banking 
liabilities in currencies other than Canadian to residents 
of Canada has suggested serious coverage problems. 

Estimates of non-bank holdings of foreign curren-
cies abroad by residents at the end of 1972, derived pri-
marily from non-Canadian sources, expressed in their 
Canadian dollar equivalent, were as follows: 

Millions of dollars 

United States dollars: 
In the United States ..........314 
In countries other than the United 

States and Canada ..........I ,567 	1,881 
Sterling .................... 80 
Other currencies .............. 141 
United States Government treasury 
bills ..................... 97 

Total . . . . . . . . . . . . . . . . . . . 	 2,199 

Returns by residents of Canada showing their 
holdings, as filed both in connection with specific bal-
ance of payments surveys or the general financial statis-
tics program, revealed less than one third of the total. 
The record is somewhat more satisfactory excluding the 
Eurodollar deposits, when more than two thirds of the 
remainder is identifiable. But major questions remain as 
to the significance of the unidentified balances. The 
surveys are not comprehensive. They do not cover per-
sons, estates, trusts and agencies, insurance, non-profit 
institutions, or pension funds and the coverage of prov-
inces, municipalities and their agencies is inadequate. 
The survey systems are directed largely to corporations 

17 Bank of Canada Review (Table 16 in issue for Novem-
ber 1976). 
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TABLE 111.1. Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks 

Net transactions Amount 

itern ____________________________________ ________ __________________________ outstanding 
December 

1967 1968 1969 1970 1971 1972 1973 1974 31, 1974 
- 

millions of dollars 

\'.sets with residents ol: 

United States 	................ 273 167 816 - 	33 - 	933 - 	87 528 - 	47 2,552 

375 726 1,394 1,389 319 1,288 3,211 1,492 10,889 

648 893 2,210 1,356 - 	614 1,201 3,739 1,445 13,411 

..................... - 103 - 49 215 216 - 	43 - 	100 175 1,116 2,539 

545 844 2,425 1,572 - 	657 1,101 3,914 2,561 15,770 

I i.ibilitics with rcidents ot 

- 297 339 22 592 175 265 1,026 3,020 

ircountries .............. . 88 702 1,365 1,212 198 1,663 3,131 - 	935 8,603 

264 405 1,704 1,234 790 1,838 3,396 91 11,623 

United States 	................76 

I 	,inada: 

tat non-resident 	.......... 

.. 

165 -141 792 224 - 	951 - 	472 553 646 1,577 sapped deposits.............. 

198 330 445 - 123 - 	519 383 853 1,351 3,485 O ther .....................

Canada 	.............. 363 189 1,237 101 - 1,470 - 	89 1,406 1,997 5,062 

627 594 2,941 1,335 - 	680 1,749 4,802 2,088 16,685 

.;. 

+ 197 +464 + 	477 - 	55 -1,525 262 + 	263 -1,073 - 	498 

+187 + 	24 + 	29 +177 + 	121 - 	375 + 	80 +2,427 +2,286 Iih: 	.untrjes 	............... 

I 	1 ta1 non-residents .......... + 384 + 488 + 	506 + 122 - 1,404 - 	637 + 	343 + 1,354 + 1,788 

466 - 238 - 1,022 + 115 + 1,427 - 	11 -1,231 - 	881 -2,703 

- 	82 +250 - 	516 +237 + 	23 - 	648 - 	888 + 	473 - 	915 

\ite: This table shows the foreign currency banking operations (excluding gold) of the Canadian chartered banks. The effect on 
balance of payments is measured by the net assets with all non-residents which appears as series D61. The transaction figures are 

it data published monthly in the Bank of canada Review, but have been adjusted so as to eliminate changes in value resulting 
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with otherwise significant balance of payments trans-
actions or to non-financial corporations, surveys of 
which provide greater detail of deposits held than in the 
case of financial institutions generally. (There may be 
some significance in the fact that the greatest apparent 
undercoverage of reporting by asset holders of foreign 
currency deposits tends to be in respect of swapped and 
of Eurodollar deposits. These forms of holdings may be 
less related than others to the particular focuses of the 
major survey sources.) The underlying data problems are 
starkly revealed in the Financial Flow Accounts, Cata-
logue 13-002, where massive changes in foreign currency 
deposits are reflected residually in the Persons sector. 

This situation is presumably not unique to Canada. 
Official articles on developments in the United States 
balance of payments' 8  include regularly a table giving 
details of claims on foreigners reported by United States 
banks and non-banking concerns. As a memorandum 
item, it shows United States dollar deposits in Canadian 
banks both as reported by major United States corpora-
tions other than banks and as reported in Canadian 
banking statistics. At the end of 1974 the former figure 
was U.S. $603 million and the latter U.S. $2,138 million. 
The United States source accordingly captured just over 
28% of the aggregate. 

Resident non-bank holdings of short-term funds 
abroad - As a consequence of the problems revealed by 
this type of analysis statisticians in Canada have chosen 
to construct estimates of changes in resident non-bank 
holdings of foreign currencies abroad from foreign source 
data. Two basic assumptions underly this decision. The 
first is that the measurement of banking liabilities will 
by reason of concentration be more complete than the 
measurement through surveys of asset holders. The 
second is that, despite doubt that may arise concerning 
the residential classification of specific accounts, there 
is no reason to suspect a bias in one direction or another. 
(Indeed if there were such a bias, it would also invalidate 
the estimates of changes in chartered bank net foreign 
currency positions with non-residents which are reflected 
in series D61.) 

Accordingly information is obtained from pub-
lished sources or privately for liabilities to and claims on 
non-bank Canadians of banks abroad in most of the 
major countries. When no distinction was made between 
bank and non-bank claims, counterpart data reported in 
Canada for bank claims were deducted to derive resid-
ually the amounts of non-bank claims. 

Some additional information is available from 
Canadian sources. If specific elements of foreign curren-
cy deposits abroad reported, for example, on the BP-2 1, 
Report of transactions between Canada and other 
countries,1 9  exceed those derived from external banking 

18 Survey of Current Business. United States Department 
of Commerce, Bureau of Economic Analysis. 

19 All the schedules referred to in this Section are repro- 
I!! 	'jr 	\  

sources, the larger figure is substituted. Similarly when, 
on occasion, the banking element as seen in Canada 
exceeded the total banking and non-banking element 
obtained from external sources, the non-bank residual 
was taken to be zero rather than negative. These correc-
tions have been very exceptional. In the first instance 
they may reflect problems of coverage - holdings with 
banks abroad for whom data cannot be obtained. In 
either instance they may arise from problems of float or 
classification. 

There will be some cases in which series derived 
from external sources reflect transactions with Canadian 
corporations which are treated as non-residents for Sta-
tistical purposes. To the extent that these can be identi-
fied, an allowance for them is made elsewhere in the 
balance of payments as described in the note in Part VII 
on residency. 

Gold-based claims - Another element included in 
this series is gold-denominated claims on non-residents 
held by offices and branches in Canada of Canadian 
chartered banks. While these claims certainly do not 
qualify as "non-bank" holdings, they are included in 
series D65 rather than D61 in order to preserve the con-
sistency of the latter series with those published regu-
larly by the Bank of Canada which excluded gold biilli" 
and gold-based claims after the introduct 
banking guidelines in 1968. 

Resident non-bank holdings of foreign mone 
market paper - Estimates of net transactions in foreign 
treasury bills and other money market paper by head 
offices and branches in Canada of Canadian chartered 
banks are already covered in series D61 and those by the 
official monetary authorities are covered in series K. But 
other residents may also invest from time to time in such  
claims. Their estimated transactions are a coi ,,iporci  
series D65. Two types of sources are used 

The first of these is external. The fniied Siate 
will serve as a convenient example. Federal Reserve 
Banks collect monthly on behalf of the United States 
Treasury Department, large amounts of data relating to 
claims by or on non-residents. Among these are series for 
United States treasury bills and certificates of indebted-
ness (together with short-term obligations of corpora-
tions and other agencies of the United States Govern-
ment which are guaranteed by the United States) insofar 
as these liabilities may be obtained from the records of 
banks and banking institutions. A sub-division provides 
the component representing liabilities to residents of 
Canada other than official institutions and hanis. It i 
published monthly in the Treasury Bulletio 

The second source is the return suppini ii 
on BP-30 by security dealers in Canada of securlt\ 
transactions between Canada and other countries. The 
procedure parallels that followed in respect of Canadian 
money market instruments which is described in consid-
erable detail in the section dealing wit 	-i 	I 
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The assumption is made that the two series are 
non-duplicative, i.e., that the holdings reported in the 
United States by United States banks represent trans-
actions carried out through channels other than Canadian 
security dealers. 

Some additional information on Canadian holders 
of these types of instruments becomes available from 
other surveys and may give rise to further adjustments. 
The BP-21, Report of transactions between Canada and 
other countries, provides for the reporting at annual 
intervals of holdings of foreign treasury bills and similar 
short-term investments. The BP-5 1, Geographical distri-
bution of ownership of capital, records holdings of non-
Canadian treasury bills and of non-Canadian commercial 
and finance paper, and the BP-59, Capital invested 
abroad by Canadian enterprises, will also reveal holdings 
of foreign money market paper. 

Special elements - It has been noted that non-
bank holdings of foreign funds abroad, the present series 
D65, although not published separately, was an element 
in D60, Resident holdings of bank balances and other 
short-term funds abroad, although description of it 
under that series was deferred to this point. In the period 
prior to 1964, for which the element has not been 
published separately, several special types of balances 
were covered. 

Prior to the union of Newfoundland with Canada 
in 1949 there had been an arrangement whereby New. 
foundland was permitted exceptionally to sell codfish to 
Portugal against payment in sterling, on the under-
standing that the funds could be used only for retirement 
of their sterling debt. At the time of union the responsi-
bility for these arrangements was assumed by Canada. 
Thereafter sterling receipts which were not immediately 
applied to debt repurchases were treated as an element 
of non-bank holdings of foreign currencies abroad. The 
debt was fully retired by 1963. 

There were other official holdings of foreign ex-
change related to debt operations which because of their 
special character were reflected in this series rather than 
in official international reserves. In 1949 a sizeable block 
of exchange raised through a new Government of Canada 
issue in New York was set aside to cover retirements of 
United States dollar debt in 1950. 

Finally among this listing of special elements of 
the series were some official holdings of currencies other 
than the United States dollar and the pound sterling. The 
two latter currencies were consistently included in 
Canada's official holdings of gold and foreign exchange 
as used in balance of payments estimates. On the other 
hand minor working balances held by the authorities in 
other currencies were included as non-bank holdings of 
foreign currencies abroad. When the coverage of official 
international reserves was extended in 1970 (as described 
in series Ki through K4) holdings of convertible curren-
cies other than the United States dollar and sterling were  

shifted to the new series K4, which was constructed 
retroactively back to 1961. Holdings of these currencies 
in the earlier years remained, however, among non-bank 
holdings of foreign currencies abroad. 

In the transitional period from the second quarter 
of 1968 through 1972, before the implementation of the 
change in the treatment of gold production described in 
item A3, holdings by the authorities of gold for disposi-
tion in the non-monetary market were also assigned to 
this series as they were no longer eligible for incorpora-
tion into official international reserves. After the intro-
duction of the revised treatment in 1973 these holdings 
were redesignated retroactively to April 1968 as domestic 
assets. 

Evaluation 
Any series which is derived from changes in bal-

ances dependent on the classification accredited individ-
ually to them in a great many institutions is likely to 
reflect inconsistencies. Banking data are further plagued 
by the existence of float and the problem of determining 
its significance even in those instances where it is meas-
urable. The descriptions given above will have demon-
strated that such checks as are theoretically possible 
provide no practical help in evaluating the series. The 
particular series which have been used appear in the 
judgement of the compilers to be those which are likely 
to be most satisfactory. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold) components of: 

In respect of D6 1: 

Item 
16 	Other monetary institutions, data relating to 

head offices and branches in Canada of Canadian 
chartered banks. 
In respect of D65: 

12.1 Private holdings of currency and bank deposits, for 
data covering private foreign currency deposits 
abroad. 

12.2 Private holdings of foreign central government 
securities, for data covering private holdings of 
foreign treasury bills. 

12.4 Private holdings of other assets for data covering 
private holdings of private funds. 

13.3 Local governments other assets, for data covering 
foreign currency deposits abroad or local govern-
ments. 
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Item 
16 	Other monetary institutions for data covering gold 

claims of head offices and branches in Canada of 
Canadian chartered banks. 

Table XVI Gold Holdings and Foreign Assets and 
Liabilities of Other Monetary Institutions. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold) components of: 

In respect of D65: 

Item 
16 	Other monetary institutions, for data relating to 

head offices and branches in Canada of Canadian 
chartered banks. 
In respect of D65: 

13.2 Local government short-term assets, for data 
covering foreign currency deposits abroad of local 
governments (not presently available). 

12.2 Private holdings of other short-term assets, for 
data covering private foreign currency deposits 
abroad and private holdings of foreign treasury 
bills. 

16 	Other monetary institutions for data covering gold 
claims of head offices and branches in Canada of 
Canadian chartered banks. 

Modified Table XVI Gold Holdings and Foreign 
Assets and Liabilities of Other Monetary Institutions. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) --
Components (with sign reversed) of Rest of World (sec-
tor XIII) as follows: 

Category 
2313 	Foreign currency and deposits, for foreign 

currency deposits of non-residents. 
3313 	Foreign currency and deposits, for foreign 

currency deposits with non-residents. 

Category 
3331 	Bank loans, for foreign currency loans to non- 

residents. 
3530 	Foreign investments, for holdings of foreign 

securities. 

Series Availability 
Annually and quarterly from 1964. 

Supplementary Detail 
Foreign currency assets and liabilities of head 

offices and branches in Canada of the Canadian chartered 
banks - published on a transactions basis quarterly with 
stocks at end of period, in Catalogue 67-001 (Tables 10 
or 12) and Catalogue 67-201 (Table 23 in issue for 1971 
and Table 25 in issue for 1972). Minor differences from 
currently published totals represent rounding differences. 

Related Data 
Chartered banks: Total foreign currency and United 
States dollar assets and liabilities booked in Canada, by 
country of residence and type of bank customer, 
monthly (Bank of Canada Review, Tables 16 and 17, 
in issue for November 1976, and related Notes to the 
tables). 
Chartered banks: Total foreign currency assets and 
liabilities, monthly (Bank of Canada Review, Table 15 
in issue for November 1976, and related Notes to the 
tables). 
Chartered banks of Canada: Statement of assets and 
liabilities compiled from returns made pursuant to 
Section 103 of the Bank Act, monthly (Supplement to 
the Canada Gazette). 
(The last two sources cover assets and liabilities held 
by branches, agencies and wholly-owned banking sub-
sidiaries abroad as well as by head offices and branches 
in Canada.) 

Additional Reference 
The Foreign Currency Business of the Canadian 

Banks: An Econometric Study by Charles Freedman, 
Bank of Canada Staff Research Studies No. 10, 1974. 

Non-resident Holdings of Canadian Dollar Deposits 

Code - D71 

Concept 
This series covers changes in Canadian dollar 

deposits of non-residents with Canadian banks and other 
deposit-accepting institutions. It also covers net Cana-
dian dollar liabilities of the head offices and branches 
in Canada of Canadian chartered banks to their branches, 
agencies and subsidiaries abroad. 

Description 
The component of this series representing liabili-

ties of the Canadian chartered banks may be divided into 
two sub-components for ease of description. The first 
of these covers deposit liabilities to non-resident cus-
tomers. The second covers the net Canadian dollar liabi-
lity to branches, agencies and subsidiaries abroad. 

Data for deposit liabilities to non-residents are 
obtained quarterly for Statistics Canada by the Inspector 
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General of Banks. A substantial amount of geographical 
detail is obtained in order to meet the variety of needs 
described in the note on area distributions in Part VII. 
The liabilities are divided additionally to specify credit 
balances of foreign banks and correspondents, interest-
bearing deposits of other non-residents, and non-interest- 

bearing deposits of other non-residents. A memorandum 
item provides the total of components included in the 
three series which represents deposits of official institu-
tions. These liabilities have reached significant levels as 
shown in Table 111.2. 

TABLE 111.2. Canadian Dollar Deposits Held by Non-residents, December 31, 1974 

Millions of dollars 

Head offices and branches in Canada of Canadian chartered banks: 
Foreign banks and banking correspondents (credit balances) 641 

771 
180 1,592 

Other non-residents, interest-bearing deposits ..................
Other non-residents, non-interest-bearing deposits ............... .
Foreign branches, agencies, subsidiaries net spot liabilities in Canadian 

dollars: 
71 

Less: 
204 - 133 

Bank of Canada: 

Deposits abroad .................................. .. 

44 

Loans abroad 	.................................. 

33 77 
Deposits of non-residents 	............................. 
Money employed balances ............................. 

Other deposit-accepting institutions 33 

Adjustment for large identified transactions in float - 	 9 
Total 	...................................... . 1,560 

The measurement of capital flows in Canadian 
dollars between the banks in Canada and their branches, 
agencies and subsidiaries abroad has presented consid-
erable difficulty. The collection of direct measures of 
these claims was discontinued by the Inspector General 
of Banks many years ago, partly on the grounds that 
they were severely distorted by problems of float. As an 
alternative the assumption is mane that a net short spot 
position abroad in Canadian dollars represents a claim on 
Canada. The process is described at greater length below. 

Two elements of series D7 1 are shown in Table 
111.2 for the Bank of Canada. Deposits in Canadian 
dollars accepted from abroad by the Bank of Canada are, 
of course, similar to deposits in Canadian dollars accepted 
by the chartered banks and they are similarly treated. A 
soiiewhat greater complication arises in respect of 
"money employed". Until 1974, on occasions when it 
was felt appropriate by the Bank of Canada to pay 
interest to customers, a technique was used under which 
the Bank set aside certain securities, the interest on 
which was used to compensate the other party for 
leaving a "money employed" balance with the Bank.20  
As the Bank was technically holding securities in safe-
keeping on behalf of the customers, such "money 
employed" balances were not included in the Bank's 
statements of assets and liabilities. 

20 Evidence of the Governor before  the Royal Corn mis-
sion on Banking and Finance, p. 86. Bank of Canada, Ottawa, 
May 1964. 

When central bank reciprocal credit facilities have 
been activated in Canada's interest as described under 
item KS, this technique has normally been employed but 
it was also used for other funds on deposit for foreign 
central banks. Under those procedures "money em-
ployed" handled in this way could have been seen as a 
capital inflow arising from the acquisition of Canadian 
securities by non-residents. In the case of special central 
bank assistance this would have obscured both the assist-
ance provided and, to a considerable degree, the need for 
it. The nature of Canada's liability would also have been 
unclear. Accordingly changes in balances in "money em-
ployed" accounts have been eliminated from security 
transactions and shown separately either with Canadian 
dollar deposits in series D71 or, where more appropriate, 
as official monetary movements in series KS. 

The changes in Canadian dollar deposits of non-
residents with the Montréal City and District Savings 
Bank and in deposits accepted by trust and loan compa-
nies are also shown in the item. 

Sources and Methods 
Data in respect of Canadian dollar liabilities to 

non-residents of head offices and branches in Canada of 
Canadian chartered banks are obtained quarterly by the 
Inspector General of Banks. Changes are normally used 
in the construction of series D71 without adjustment, 
although allowances are occasionally ntaile where large 
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payments are known to have occurred but had not at the 
reporting date been debited to the accounts of non-
resident payers. 

Data in respect of other Canadian deposit-accept-
ing institutions are obtained directly. 

Evaluation 
The series are subject to possible classification 

errors by reporting institutions and to the problems of 
float which are characteristic of most banking statistics. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

LMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), components of Items 15.3 Central monetary 
institutions deposits and 16.2 Other monetary institu-
tions deposits. 

Table XV Gold Holdings and Foreign Assets and 
Liabilities of' Central Monetary Institutions. 

Table XVI Gold Holdings and Foreign Assets and 
Liabilities of Other Monetary Institutions. 

IMFIOECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), components of 15.6 Central mone-
tary institutions liabilities to official and of 16.6 Other 
monetary institutions other foreign liabilities. 

Modified Table XV Gold Holdings and Foreign 
Assets and Liabilities of Central Monetary Institutions. 

Modified Table XVI Gold Holdings and Foreign 
Assets and Liabilities of Other Monetary Institutions. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components of Currency and bank deposits (category 
2311) and of Deposits in other institutions (categor 
2312) and, with sign reversed, of claims on Associated 
enterprises (catcni:y 3 5 12) Rct of' Win Id (scetni XIII 

Series Availability 
Annually ñ inn 04(  md 	inn l 

Non-resident 1-1oldings of (,oernment of Canada l)emand Liabilities 

Code - D72 

Concept 
This series reflects changes in the principal demand 

liabilities of the Government of Canada to non-residents. 

Description 
The principal component of this series is repre-

sented by non-interest.bearing notes payable on demand 
to international investment agencies. For the most part 
these represent parts of Canadian capital subscriptions 
and advances to the agencies which have not yet been 
utilized. The Canadian subscriptions and advances them-
selves are a component of series D42. 

For example, at the end of 1974 there were notes 
outstanding in the following amounts: 

Millions of dollars 

Agency 

International Development Associa- 

	

tion..................... 	172.4 
Inter-American Development Bank. 	23.8 

	

Asian Development Bank ........ 	8.4 

	

Caribbean Development Bank ..... 	1.9 

	

Total.................... 	206. 

Provisions with regard to capital subscriptions 
the International Bank for Reconstruction and DeveIj-
ment required members to maintain the original gold 
value of their subscriptions. For a time part of these sub-
scriptions were employed in non-interest-bearing demand 
notes of the Government of Canada. During this period 
occasional adjustment payments or receipts occurred 
between Canada and the International Bank for Recoim-
struction and Development as a result of this provision. 
These transactions, which were not large, were regarduul 
as arising from valuation adjustnients and were 101 

reflected in the balance of pJ nieni s at ih,lf tin me 

There are also non-uitercst•heirmnc noes pavmul)le 
on demand to the International Monetary Fund. Theme 
are an element in Canada's reserve position in the lot i 
national Monetary Fund and is such :uie iiicluded ii 
series K4 or K5 rather than D7 2. 

Also included in this series 11001 1O6 tluouolm 
1966 were changes in a deposit account of the United 
States with the Department of National Defence. TH 
account was first brought into series D72 when a very 
substantial amount was placed in it by the United States 
government to facilitate the placing of contracts by the 
Royal Canadian Air Force on behalf of the United States 
Air Force in respect of Strategic Air Command bases. By 

m'.nm!m 	pissine 
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account had been sharply reduced and it was phased out 
of series D72. The Government of Canada has a number 
of other open accounts with international organizations 
and foreign governments but balances and changes in 
them tend to be small. They are included in series D82 
as was the account with the United States before 1958 
and after 1966. 

Sources and Methods 
The data are derived from financial records of the 

Government of Canada. 

Evaluation 
The component of the series made up of non-

interest-bearing notes payable on demand to inter-
national investment agencies is an accounting figure 
which is accurate and consistent with other elements of 
the balance of payments. 

The component representing the United States 
deposit account was, of course, accurate insofar as 
government accounting is concerned, but may not always 
have been consistent in timing with the uses of funds as 
they appear elsewhere in the balance of payments. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), Item 14.6 Central government other short-term 
liabilities. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), component of 14.6 Central govern-
ment other short-term liabilities. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201 - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Component of Other loans (category 2332) of Rest of 
World (sector )UII). 

Series Availability 
Annually from 1946 and quarterly from 1950 

Related Data 
Public Accounts of Canada (annual). 

Non-resident Holdings of Canadian Money Market Paper 

Codes D74 Treasury bills (Government of Canada) 
D75 Commercial paper 
D76 Finance company paper 
D77 Other short-term paper 

Concept 
These series measure capital flows related to non-

resident holdings of a variety of Canadian money market 
instruments. 

Description 
The development of the Canadian short-term 

money market2 I  is comparatively recent. Many observ-
ers date it from 1954 when the Bank of Canada set up 
special facilities to encourage trading in treasury bills. 
By 1958, the initiative of the Bank of Canada and the 
active co-operation of money market jobbers and the 
chartered banks had developed a broad market in federal 
government treasury bills and short-term bonds. Dealers 

21 In balance of payments usage, short term is applied to 
terms of one year or less while in money market usage, short 
term is applied to three years or less.  

had also become active in marketing short-term notes of 
instalment finance companies which turned increasingly 
to this market because of the uncertainty of the char-
tered bank lines of credit and the rigid and relatively 
higher cost of bank lending rates at that time. Partic-
ularly after 1957, a market also developed for short-term 
promissory notes of prime non-financial corporate 
borrowers.2 2 

By the end of 1974 the outstanding total of treas-
ury bills and other short-term paper of provincial and 
municipal governments and their enterprises, sales 
finance and consumer loan company paper, other com-
mercial paper and Canadian dollar bankers' acceptances 
had reached a total of $7,195 million. 2 3 Government of 
Canada treasury bills held outside the banking system 
and government accounts amounted to a further $233 
million, and there were further large holdings by the 
general public of Government of Canada bonds maturing 

22 Report of I lie Royal Commission on Banking and 
Finance. p.  319, Queen's Printer, Ottawa, 1964. See also 
"Government of Canada treasury bills" in Bank of Canada 
Review, May 1972, "The corporate short-term paper market" 
in Bank of Canada Review, September 1976, and The Canadian 
Money Market, Revised, Wood Gundy Limited, 1974. 

23 Bank of Canada Review, November 1976, Table 35. 
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within three years. This list by no means exhausts the 
range of instruments available in the money market in 
Canada. It excludes, for example, term deposits with 
banks and other deposit accepting institutions. 

Most of the principal Canadian money market 
instruments in which non-residents invest are included 
in the group of series described in this section. The 
motivation for transactions may vary. While it is reason-
able to regard interest arbitrage as being a major in-
fluence, there are others. Some investment from abroad 
in short-term money market instruments can be directly 
traced to future needs of the investors for Canadian 
funds. The Canadian money market may see accumula-
tions of non-resident-owned funds in an anticipation of 
payments under export contracts. Or it may provide a 
temporary haven for funds destined for long-term 
investment in Canada. But the overwhelming part of the 
movement is the result of what one may picturesquely 
describe as sharp pencil work - and more accurately as 
electronic calculator work relating interest rates, in 
Canada and elsewhere, and forward exchange margins. 

The identification of appropriate time series to 
provide measures of the differentials is not simple, as 
the relative differentials in respect of different types of 
instrument vary over time. The Bank of Canada Review 
includes a table24  of Canadian and international interest 
rates covering a wide range of long- and short-term 
investments. A series is provided for the annual interest 
rate equivalent of the spread between the spot and 
forward exchange rates for United States dollars in 
Canada. Covered differentials representing the spread 
between comparable Canadian and United States short-
term rates after allowance has been made for the for-
ward premium or discount are given for three-month 
treasury bills and 90-day short-term paper. 

24 Table 20 in issue for November 1976. 

Analysis of movements can also be made difficult 
by factors such as the changing incidence of withholding 
taxes on various forms of investment, the effects of pro-
grams by other countries to protect their balances of 
payments and by the impact of disastrous investor 
experiences in the paper of some companies (Atlantic 
Acceptance Corporation Limited, in which non-residents 
had important holdings of short-term paper, collapsed 
in June 1965). 

As already noted, not all of the instruments 
available within the money market are covered in the 
series. Indeed there is limited attraction in some of 
them, such as swapped deposits, for non-resident in-
vestors. The series which are covered in this group 
include most of the forms which are likely to be attrac-
tive to non-residents. They exclude, however, term 
deposits with Canadian chartered banks, whether de-
nominated in Canadian or other currencies, except for 
those in bearer form. 

The swings in non-resident holdings of money 
market paper have been wide. For example, at the end 
of the third quarter of 1964 holdings by non-residents 
of paper of Canadian sales fmance and consumer loan 
companies reached slightly over $500 million. By the 
latter part of 1968 they had declined to S129 million. 
They reached another peak of $565 million at the end 
of the first quarter 1972. Non-resident holdings of the 
various types of instruments at the end of 1974 are 
shown in Table 111.3. Most of these instruments were 
denominated in Canadian currency; the total of out-
standing sales finance, consumer loan and other short-
term paper payable in foreign currencies to both res-
idents and non-residents totalled only $248 million. 2  S 
Non-resident holders of Canadian dollar paper may if 
they wish avoid assuming Canadian dollar positions by 
entering into forward exchange contracts. 

25 Bank of Canada Review, November 1976, Table 35. 

TABLE 111.3. Non-resident Holdings of Selected Canadian Money Market Instruments, December 31, 1974 

Millions of dollars 

Government of Canada treasury bills ....................... 
Sales finance and consumer loan company paper ................ 
Other commercial paper and Canadian dollar bankers acceptances 

Other short-term paper: 
Provincial and municipal treasury bills ..................... 
Provincial and municipal government enterprise treasury bills . . . . . . . . 
Bearer deposits with Canadian chartered banks ................ 
Short-term paper of other financial institutions (mainly affiliated with 

foreign banks) .................................. 
Total ....................................... 

85 

483 

110 

223 
901 
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Swapped deposits have varied greatly. They 
reached just over $1.8 billion during 1970, fell during 
1972 to below $200 million, and rose again to over 
$2.9 billion in the Fall of 1974.26  They may be assumed 
to be very largely held by residents of Canada. They 
have a direct impact on the balance of payments only 
to the extent that the funds are in fact employed in 
claims on non-residents, in which case they affect 
series D61. 

Another form of money market investment by 
non-residents which does not appear in this group of 
series is buy-back transactions under sale and repurchase 
agreements based upon Government of Canada direct 
issues with an original term over one year. Transactions 
of this nature were at one time of some importance and 
were published in Table 9 Dl 7.5 in the Canadian Bal-
ance of International Payments - A Compendium of 
Statistics from 1946 to 1965, Catalogue 67-505. More 
recently, however, buy-back transactions have been 
based on short-term instruments and are included with 
other transactions in them. 

Sources and Methods 
These series represent the only major elements of 

short-term capital flows in Canada's balance of payments 
which are constructed on the basis of transactions rather 
than derived from changes in holdings. In this respect 
the methodology differs from that most commonly 
employed in other countries. In the Canadian situation 
the method is believed to provide more complete cov-
erage than would be possible from surveys of either 
holders or issuers, and has the added advantage of 
providing information on turn-over. 

The basic data for all four series in this set come 
largely from the Schedule BP30 27  and its supporting 
schedules. As described in Part V these questionnaires 
are obtained monthly from approximately 200 brokers, 
other security dealers, banks, investment funds, pension 
funds and other large institutional investors. 

The development of information relating to inter-
national money market transactions on the BP-30 (and 
its predecessors) provides an interesting example of the 
evolution of surveys to meet changing conditions - a 
process which extended over more than five years. 
Although foreign investments in Canadian money 
market instruments were not very large until the 1960's, 
the development was foreseen and statistical improve-
ments began to be made in 1959. 

Prior to that year the schedules specified in 
respect of transactions in short-term (original term one 
year or less) securities only two classes: 

Canadian 
All other countries 

26 Bank of Canada Review, Table 6. 
27 All the schedules referred to in this section are re- 

In 1959 this classification was extended to: 
Government of Canada issues 
Canadian commercial and finance paper 
Other Canadian 
All other countries 

In 1962 the categories weic turtlier c\tcruIc Ii: 

Government of Canada is'eic 
Canadian commercial 11-,ilicT.  

Canadian finance l;pr 
Other Canadian 
All other countric 

At the Same owe 	os Islu \s .i 	iiuu_, ti,idc, 
category bonds and debentures, notes, etc., having ii 
original term over one year, for a sub-division of trade 
outstanding Government of Canada direct issues 
tween those 

Under buy-back agrceiuieur. uuud 
Other sales or purchas 

The instructions were also amended to include 
following: 

"Buy-backs - sales and purchases reflecting buy - 
back transactions are to be reported. Separate lines 
are provided for Government of Canada direct 
issues with original terms over one year. Other 
issues should be included in the appropriate 
categories but need not be specifically segregated:' 

(This provision was deleted in 1974 after a lone pci 
chuel.. :,VICL..,o 

Ii 	:.l 	[IC! 	VIIC ' ! 	 l:ril,ituij 	ILII 	'CC 

tions in bankers acceptances, the instruct IV'.t,'  

were amended to indicate that these shoid 
with "Other Canadian" short-term securitic 

In July 1963 the instructions were tune', V 

to include the following: 
"Timing - Delivery dates are a more appropriate 
basis for the compilation of this return than arc 
contract dates. Where practical reasons necessitate 
the general use of contract dates it is essential that 
arrangements be made to adjust the returns to 
delivery basis in respect of buy-back VI., IV, 

important deferred delivery transactions 

The statistics derived from the schec ules  
a particular problem insofar as reporting agencies nile 
not be involved in the maturity of paper. This necc 
sitated the estimation of outflows covering repurchu 
and maturities, based on the reported sales and rei' 
chases and a further allowance for maturities based V 

arbitrary assumptions as to original ternis. (In ll,,'c 
estimates special 

V 
 assistance was o 



- 155 - 

This rather primitive procedure continued to be 
necessary until May 1964 when Supplements A and B 
were introduced. These provided much additional 
information including identification in respect of both 
sales and purchases of the issuer of the paper and of the 
month of its maturity. These supplements permitted 
the accurate compilation of run-offs at maturity of 
non-resident holdings of paper which had not previously 
been reported is liasine bcen iepnteIiaed 

I he new data made it possible to produce esti-
mates by issuer of the amounts of short-term paper in 
the hands of non-residents. This in turn made it possible 
to correlate more effectively the detail of short.term 
paper in the hands of non-residents which became 
available annually on the BP-21 (item Ill.d) and BP-51 
lower part of Section 1). 

I he foregoing description of sources and methods 
is apphcable to each of this set of series. Series D76, 
Non-resident holdings of Canadian finance company 
paper, is constructed through a combination of the 
"transactions" series derived as above with Schedule 
13P-21C, Report by Canadian fInance companies, which 
is obtained quarterly. This return and its predecessors 
were in fact the source of the earliest information 
collected by Statistics Canada which related specifically 
to foreign participation in Canadian money markets. It 
was concerned with the indebtedness to non-residents of 
Canadian sales finance and consumer loan companies. 
Until 1955 quarterly information had been obtained by 
including on the predecessor of the regular quarterly 
Schedule BP-21A an extra question directed to finance 
companies. In 1955 the special questionnaire, now 
designated BP-21C, was introduced for these companies. 
It was extended in 1962 to distinguish the specific forms 
of liabilities and has been further modified since to 
facilitate the integration of the data with other series. 

Prior to changes made effective at the end of 
1).4. the BP-21C could be expected, in principle, to 

tecord those instruments which the respondent had 
placed abroad directly (including, of course, those 
through non-resident dealers). The BP-30, on the other 
hand, would reflect those instruments which passed into 
the hands of non-residents through Canadian dealers. 
Ihis general assumption had to be applied until the 
introduction of Supplements A and B to Schedule 
UP-30 made it possible to work up the results of that 
series by issuer. Thereafter the two sets of individual 
iata were placed in juxtaposition, and a quarter.end 
estimate of the degree of overlap of the sources was 
derived substantially on the assumption that the smaller 
figure in respect of each issuer represented, for the most 
part, duplication. At the end of 1974 the survey sources 
yielded the following information on holdings by 
ion-residents ofC:inndian finance conlpanv naper: 

Millions of dollars 

	

Money market source series (BP-30) 	336 
Finance company source series 

	

(BP-2lC) .................. 	236 
Sub-total..................572 

Deduct allowance for duplication 
(maximum overlap by separate 
issuers totalled 99) . . . . . . . . . . . - 89 
Estimated holdings ..........483 

On the basis of these data a final transactions 
series was worked up from the two sources. 

Since the end of 1974, provision has been made to 
identify separately Canadian finance company paper 
placed directly abroad and paper placed through Cana-
dian dealers. From that date it was possible to produce 
the series by combining the amounts reported on the 
BP-21C as having been placed directly abroad and the 
larger of the amounts reported as having been placed 
abroad through Canadian dealers from the BP-21C and 
the amounts reported by dealers on BP-30 as being 
placed abroad, without the necessity of assumptions 
with respect of duplication. 

While in principle the same approaches could have 
been developed in respect of commercial paper, the 
smaller amounts and the lesser concentration of issuers 
are not sufficient to warrant the response burden. As 
noted earlier, however, some data adjustments are made 
in respect of short-term commercial paper from the 
annual returns on BP-2 1 or BP-5 1. 

Evaluation 
The methodology which has been developed for 

these series should yield generally satisfactory results. 
The annual questionnaires which have been examined 
have not revealed important amounts of non-resident 
holdings of their commercial paper known to issuers 
which have failed to be captured by the money market 
source. The groupings employed in series collected by 
Federal Reserve Banks for the United States Treasury 
do not permit a close comparison with Canadian data. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments, Third Edition (1961) - 
Table A (Global Balance of Payments Summary) and 
Table B (Regional Balance of Payments Summary), Part 
2 (Movements of Capital and Monetary Gold), as follows: 

Item 

	

143 ('entral avertinietil 	liit 1'riii 	securities ti 1)7-1 
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Item 
12.4 Private short-term other (component), for D75, 

D76 and private component of D77. 
13.3 Local government other liabilities, for provincial 

and municipal components of D77. 
16.3 Other monetary institutions loans, for banking 

component of D77. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Cap-
ital and monetary gold), components of: 

Item 
14.6 Central government short-term liabilities, for D74. 
12.2 Private short-term other liabilities, for D75, D76 

and private component of D77. 
13.2 Local government short-term other liabilities, for 

provincial and municipal components of D77. 
16.5 Other monetary institutions short-term loans, for 

banking component of D77. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components of Rest of World (sector XIII) as follows: 

Category 
2340 Government of Canada treasury bills, for D74. 
2350 Finance company and other short-term com-

mercial paper, for D75, D76 and D77 (except 
for bearer deposits with Canadian chartered 
banks). 

Category 
2311 Currency and bank deposits, for chartered 

bank component of D77. 
2312 Deposits in other institutions, for other 

financial corporations component of D77. 

Series Availability 
D74 Non-resident 	holdings of Government 	of 

Canada treasury bills: annually from 1937, 
quarterly from 1950. 

D75 Non-resident 	holdings 	of Canadian 	com- 
mercial paper: annually and quarterly from 
1964. 

D76 Non-resident holdings of Canadian finance 
company 	paper: 	annually 	and 	quarterly 
from 1963. 

D77 Non-resident 	holdings 	of other Canadian 
short-term 	paper: 	annually 	and quarterly 
from 1964. 

Combined items: 
D75 	Non-resident holdings of Canadian corn- 
and D77 mercial paper, etc.: annually and quarterly 

from 1963. 

The sum of series D75 through D77 and D81 is 
available annually and quarterly from 1952. 

Supplementary Data 
The following supplementary data are available 

from the dates indicated. 

D74 
D75 
D76 
D77 

D75 
and D77 

Item 
GrossI Non-resident international I 
nct ions 	holdings 

Government of Canada treasury bills ............................. 1958 
Canadian commercial paper .................................. 1964 
Canadian finance company paper ............................... 1963 
Other Canadian short-term paper, total ............................ 1964 

Provincial and municipal, direct and guaranteed ....................... 1973 
Banks .............................................. 1973 
Other fmancial corporations ................................. 1973 

Canadian cnmerciaI papr. c Tc . .. . ........................ 1Q63 	1f2 

1951 
19(3 
1962 
l9t 
197 
19T 
1925 

\ 	t:HIc 	i'sitie 	iit,k 	H. 	Iii:c 

and purchases (including maturities) is published in the 
quarterly balance of payments reports (Catalogue 
67-001). 

Related Data 
Series are published quarterly in Financial Inst itu-

tions - Financial Statistics (Catalogue 61-006)28  for 

iIt-Cfl 	tC' j\ ,I::Ic 	Iii 

rency by sales finance and consumer loan compaiitc 
and monthly in the Bank of Canada Review29 Table 
35 for sales finance and consumer loan company paper 
and for other commercial paper outstanding in curren-
cies other than Canadian. It will be noted that t1tce 
series relate to the currency payment 	.'. 
paper rather than to its ownership. 

28 T011 21 in th St'. iid )ltiOt 1 Q'4  j' 	 2Q 	r 'fCana/c; Reik. \irnile / 
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Non-resident Holdings of Other Canadian Finance Company Obligations 

Code — D8l 

Concept 
This series isolates net capital flows to Canadian 

finance companies which have not been covered ex-
plicitly elsewhere. 

l)escri 1it jot' 

The provision of capital by non-residents to 
Canadian finance companies takes a variety of forms. 
The capital supplied in long-term forms by the prin-
cipal owners is a part of direct investment in series 
1)21. That supplied through sales to non-residents of 
long-term capital issues is covered in series D30 through 
1)33. Other borrowings in long-term forms are included 
in series D50. Because of the nature of their business, 
borrowings in short-term forms by Canadian sales 
linance and consumer loan companies are also of con-
siderable importance. The capital flows associated with 
the issue and repurchase of finance company paper 
ire covered in series D76. There remain two other 
lorms of non-resident financing of these companies 
which are of significance. These are their bank borrow-
ings abroad and the provision of funds to them by 
parent companies through open-end intercompany 
accounts. These two categories make up the flows 
covered in series D8 1, Non-resident holdings of other 

a riad ian finance company ohi igat inns  

are excluded from the articulation of Canada's inter-
national transactions. 

In the process of editing, the two elements of 
series D81 are reconciled to items 111(a) (2) and (e) (2) 
of the annual schedule BP-21, Report of transactions 
between Canada and other countries, with appropriate 
adjustment where necessary.  

Evaluation 
The data are considered to be accurate. The 

number of companies involved is limited and it is be-
lieved that the survey coverage is complete. Data are 
reconciled periodically with quarterly returns filed by 
respondents with the Financial Institutions Section of 
the Business Finance Division.3 I 

Linkages and Relationships 
CANSIM Databank Series These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments 
Summary), Part 2 (Movements of Capital and Monetary 
Gold), component of 12.4 Private short-term, other 
liabilities. 

nirecs and M0110CIS 

I ic principal source of this series is the quarterly 
sclici!i:Ic BP-21C, Report by Canadian finance corn-
paiiies. 30  Item 1 of this questionnaire gives the amounts 
outstanding by way of loans and overdrafts with foreign 
anks. Item 2 gives the amounts owing to parent corn-
anies, head offices or affiliates. In each case the cur-
ency in which the claim is denominated is distinguished. 

When deriving estimates of the flows, adjustments are 
tiade for fluctuations in exchange rates (as described 
in the note in Part VII) 

\ 	pcciaI 	taiitic:iI problciii i prcscritcd iii cascs 
lucre, for by-law or other reasons, as an alternative to 

direct borrowing by Canadian subsidiaries in the Cana-
Wan market, long-term debentures are placed in Canada 
by foreign parent companies and the funds then ad-
vanced on intercompany account to the subsidiary. 
Provision is made on the schedule BP-21C to identify 
aich cases, and the transactions inwards and outwards 

30 All the schedules referred to in this section are re- 
I. 	lii T'i t \ 

I MF/OI:(l) Comnsoii Rep rting System \ppci 
dix 6) Global Balance of Payments Swninary and 
Regional Balance of Payments Summary, Item C (Cap-
ital and monetary gold), component of 12.2 Private 
short-term, other liabilities. 

National Income and Expenditure Accounts (Cat-
alogues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) — 
(omponents of Other loans (category 2332) and of 
(lairns on associated enterprises — corporate (category 

12) of Rest of World (sector XIII). 

Series Availability 
Annually and quarterly, from 1963. The sum of 

series D75 through D77 and D81 is available annually 
and quarterly from 1952. 

31 Financial institutions 	Financial Statistics (Catalou'uiu' 
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Chart 111.5 
Net Errors and Omissions 
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Other Short-term Capital Transactions 

Code - D82 

Concept 
This series covers a residual group of capital flows 

in short-term forms. To it there is also assigned the net 
errors and omissions or balancing item in the Canadian 
balance of payments. 

Description 
This series is composed of miscellaneous capital 

movements classified as "short term", i.e., likely to be 
reversed within a year, which give rise to changes in 
claims on or liabilities to non-residents. Included are 
foreign accounts receivable and payable (including inter-
company accounts), short-term loans and similar claims, 
and the balancing item representing the difference bet-
ween recorded measures of current transactions, capital 
flows and reserve movements, which embodies all un-
identified transactions. Excluded, of course, are the 
short-term flows specifically covered in series D60 
through D8 1 and official monetary movements. 

While many sorts of movements may be included, 
the largest part of these capital flows which is identifiable 
falls generally within the picturesque and apt description 
"leads and lags", the differences in timing between the 
provision of goods and services and the financial settle-
ment for them. Under this definition some leads and lags 
may be "regular" in the sense that they reflect normal 
settlement practices and might in principle be deduced 
from the ebb and flow of international trade and the 
particular payment terms applying in respect of trade 
with particular countries or in particular commodities. 
Apart from the consequences of the changing composi-
tion, direction and volume of international trade, other 
influences on leads and lags come into play from time to 
time. Credit stringency in one of the trading partners 
may lead to changes in leads and lags as debtors under 
pressure seek to alleviate their position by deferring 
settlement of their payables or as creditors seek to 
alleviate their position by accelerating the collection of 
receivables. Commodity market conditions may give 
buyers or sellers added clout. But perhaps the most 
dramatic examples of leads and lags internationally have 
arisen when a particular currency has been under specu-
lative attack, whether bullish or bearish in nature. In 
such cases the exchange positions arising in the normal 
course of trade may be shortened or lengthened through 
the acceleration or deceleration of the settlement of 
trade accounts. Even in conditions of stringent exchange 
controls the prevention of speculative capital transactions 
in the form of leads and lags presents great difficulty. 

Given the statistical difficulty of measuring fully 
the ebb and flow of capital associated with international 
trade normally, it is not surprising that under conditions 
where movements of capital are to be expected either  

because of monetary stringency or exchange rate specula-
tion there may be significant effects on errors and omis-
sions, which are discussed at greater length below. 

Net errors and omissions• - As has been noted, 
the series incorporates the net errors and omissions in 
the Canadian balance of payments. This is the balancing 
item representing the difference between recorded 
measures of current, capital and reserve movements, 
which embodies all unidentified transactions. For reasons 
which are outlined below it has normally been attributed 
to transactions with the United States. 

The Balance of Payments Manual published by the 
International Monetary Fund 32  notes that: 

"The balance of payments employs a double-entry 
system of accounting. In general, the two off-
setting entries for a given transaction or flow are 
not made explicitly but are included as a result of 
the methods used for estimating the balance of 
payments.... Since the sources on which the 
entries are based may be incomplete or inaccurate, 
and different sources which may not be consistent 
with one another are in most cases used for the 
two flows making up the transactions, an item for 
errors and omissions is included . . . to bring the 
statement into balance. Since errors and omissions 
are likely to be partly mutually offsetting, the item 
is described as "net errors and omissions". A credit 
entry for errors and omissions denotes a net under-
statement of recorded credits or overstatement of 
recorded debits; conversely, a debit entry denotes 
a net understatement of recorded debits or over-
statement of recorded credits." 

The treatment of net errors and omissions in 
published statistics of the Canadian balance of payments 
differs from the general international practice both in 
that it does not appear as an explicit item and in that it 
is allocated regionally. The Canadian practice was 
adopted in 1951 when statements for 1950 were being 
prepared. 

This treatment is, of course, also quite different 
from that adopted in the National Income and Expendi-
ture Accounts. In these there is a presumption that 
measures of the income and expenditure sides have 
approximately equal reliability, 3 3 and the residual error 
of estimate is accordingly divided equally between the 
two. In the description which follows the rationale for 
assigning the balancing item of the balance of payments 
to short-term capital transactions is developed. 

32 IMF Balance of Payments Manual, Third Edition 
(1961) paragraphs 65 and 69. 

33 A Guide to the National Income and Expenditure 
Accounts (National Income and Expenditure Accounts, Volume 
3) Catalogue 13-549. 
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Chart 111.6 

Other Short-term Capital Transactions (Including Net Errors and Omissions) 
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Although not susceptible to direct statistical 
quantification the errors and omissions item may be 
thought of as arising from several different types of 
problems. There may be a continuing or systematic 
bias in the measurement of a particular component of 
the balance of payments. Thus if no provision is made 
for a specific type of transaction, or if the methodology 
employed persistently overstates or understates a parti-
cular component, this will be reflected in a continuing 
and persistent balance of errors and omissions. If not 
overshadowed by more ephemeral transactions, the 
existence of a fault of this nature will be evident in the 
persistency and stability of a hard core element in the 
errors and omissions balance. Of a different character, 
a sporadic or erratic transaction or group of transactions 
of which account may not have been taken will also 
appear in the errors and omissions balance. Examples 
might be an irregular dividend or a large capital invest-
ment which somehow escaped the statistical net. Falling 
between these two types of problem is the phenomenon 
of unrecorded leads and lags which has been discussed 
above. 

Three periods in the post World War II years may 
be usefully distinguished for purposes of description. 
The first is from 1946 through 1951 when foreign ex-
change controls applied in Canada. The period since has 
been divided at the end of 1966 about which time new 
influences clearly became of significance. 

From 1946-51 —During the years 1940 through 
1951 statistical measurements of capital movements 
made extensive use of data derived from exchange 
control. The administrative orientation of the control 
was in the direction of control over capital outflows, and 
the statistical by-products were suited more to the 
measurement of outflows of short-term capital than to 
corresponding inflows. Errors and omissions were on 
balance generally small. In 1950, however, Canada 
experienced a massive inflow of capital as non-residents 
established large positions in Canadian dollars in anti-
cipation of an expected revaluation of the Canadian 
dollar. Recorded transactions in 1950 indicated the 
omission of credits on a scale extraordinarily large by 
previous historical standards. Although large capital 
inflows were recorded, it was suspected that a large part 
of the unidentified credits must have represented inflows 
of capital in short-term forms, and in the estimates pub-
lished after that time net errors and omissions were sub-
sumed within capital movements. Canada's international 
financial arrangements in that period were such that it 
was possible to produce reasonable measures of multi-
lateral settlements between Canada and the sterling area, 
and these made possible allocation of the residual sepa-
rately in the accounts with the United States and with 
the United Kingdom. 

From 1952 -66 - With the termination of ex-
change control near the close of 1951 an entirely new 
situation was faced, requiring reactivation and extension  

of the pre-war statistical survey system to provide some 
of the data which had previously been derived from ex-
change control records. Effort was first concentrated on 
the measurement of current account transactions and of 
capital flows in long-term forms; extension and develop-
ment of the reporting system to cover adequately move-
ments in short.term forms was carried out over a period 
of some years. This did not occur in a static situation. 
New conditions arising in Canada with the introduction 
of a variable exchange rate and the termination of ex-
change control were followed not only by a reflux of 
some of the capital which had come into Canada in 
earlier years but also by the establishment or enlarge. 
ment of some foreign positions which had not been 
permitted under the controls previously in effect. 

Moreover, during this period, reconstruction of 
war-devastated nations in Europe and Asia, relaxation of 
exchange controls in many parts of the world, an ex-
panding number of effectively convertible foreign 
currencies, new trade arrangements, growing domestic 
and international moneymarkets including the emergence 
of the Eurodollar market, and the growth of inter -
national corporations, all enlarged the opportunities and 
incentives for capital movements. Inevitably there were 
lags in the development of statistical systems adequate 
to cope with the new channels and forms these took. 
Not surprisingly, the impact was greatest in the area of 
capital movements in short-term forms. 

Net errors and omissions outward (reflecting un-
recorded payments or overestimated receipts) in 1952 
reached a level not again achieved during the period 
1952 -66. A part was assigned arbitrarily to the United 
Kingdom to offset in some degree the inflows in 1951 
which had been abnormally large. Thereafter the item 
was assigned entirely to the account with the United 
States. This decision was based upon the high concentra-
tion of Canada's international transactions with that 
country and the "openness" characteristic of economic 
and financial transactions between the two countries. 
While this is not the place to develop the pervasive 
relationships existing between the two economies and 
the reasons for them, it is clear that developments in the 
United States which are of consequence to practically 
every country in the world, are especially so in the case 
of Canada. Allocation of the residual to the United 
States account where it generally constituted a relatively 
small item, even if not totally appropriate, was not 
likely to be a source of policy error, and made possible 
residual estimates of multilateral settlements. 

There were again errors and omissions reflecting 
net debits for the years 1953 and 1954, but there fol-
lowed a decade in which the annual balances were in-
wards, with the exception of 1962 when the Canadian 
dollar was under attack. In 1965 and 1966 there were 
relatively small net balances of unidentified payments 
which reduced the accumulated postwar total to a net 
credit of only $0.1 billion (although the net credit of 
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TABLE III. 4 Net Errors and Omissions and "Other Short-term Capital" Transactions, 1946- 74 

Net errors and omissions included in series D82 - 
Other short-term capital transactions 

II 	III 	IV 	Total 

millions of dollars 

Recorded transactions 
included in series 

D82 Other 
short-term capital 

transactions 

II 	I 
Year 

Li 

• 	 . . .. 14 . 	 . -. 
• 	 . . 	 . . 	 . 26 . 

:H 
- 

- 

16 16 15 62 - 	 3 179 
- 	 24 - 174 - 	 54 - 	 389 - 	 12 - 	 19 
- 3 - 56 - 12 - 166 1 21 

6 - 	 36 - 	 3 - 	 70 11 31 
41 - 	 8 - 	 12 30 2 10 

116 10 - 161 24 64 - 	 16 
181 45 - 	 77 242 21 44 

16 - 	 64 30 111 - 	 21 22 
84 109 28 317 15 25 

174 24 - 	 38 101 - 	 56 - 	 3 

101 34 97 157 55 - 	 42 
- 	 69 100 - 118 - 	 145 - 	 49 - 	 14 

173 - 129 - 	 93 32 - 	 51 - 	 33 
57 - 	 23 140 113 60 17 

- 	 75 - 	 64 80 - 	 239 - 	 2 36 

90 - 155 - 	 73 - 	 182 - 	 77 - 	 6 
101 - 	 51 - 202 - 	 501 17 - 	 88 

- 	 51 - 421 292 - 	 784 37 28 
220 - 	 78 - 	 73 - 	 219 3 - 135 
280 - 210 - 281 - 	 387 - 201 16 

- 107 - 707 - 	 73 - 1,348 - 380 - 

- 243 34 - 733 - 1.455 - 	 96 - 141 
102 - 243 - 296 - 	 494 - 128 43 
133 - 572 - 170 - 	 770 23 132 

1946 
1947 
1948 
1949 ............. 
1950 ............. 	24 

1951 ............. 	15 
1952 ............. 	137 
1953 ............. 	95 
1954 ............. 	37 
1955 ............. 	9 

1956 ............. 	59 
1957 ............. 	93 
1958 ............. 	129 
1959 ............. 	96 
1960 ............. 	59 

1961 ............. 	- 	75 
1962 ............. 	- 	58 
1963 ............. 	81 
1964 ............. 	- 	61 
1965 ............. 	- 180 

1966 ............. 	- 	44 
1967 ............. 	- 349 
1968 ............. 	- 604 
1969 ............. 	- 288 
1970 ............. 	- 176 

1971 ............. 	- 461 
1972 ............. 	- 513 
1973 ............. 	- 	57 
1974 ............. 	- 161 

Note: Net errors and omissions ha re been attributed to the United States account with the exception of the folio' 
which were attributed to the United Kingd 

Year 	 I 	I 	1 	11 	1 	III 	1 	IV 	I 	Total 
millions 01 dollars 

	

1946 ............................ •• 	 •• 	 •. 	 ., 	 - 7 

	

1947 ............................ . . 	 • • 	 • • 	 . . 	 21 

	

1948 ............................ . . 	 • • 	 • . 	 • . 	 18 

	

1949 ............................ •• 	 •. 	 •• 	 •. 	 - 15 
1950 ........................... 	

. 

. 	 5 	 - 4 	- 4 	-4 	- 17 

	

1951 ............................ 13 	 14 	 13 	 13 	 53 
1952 ........................... 	

. 
. 	15 	- 2 	- 18 	- 5 	-40 
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TABLE M. 4. Net  Errors and Omissions and "Other Short-term Capital" Transactions, 1946- 74 

Recorded transactions 
included in series 

D82 - Other 
short-term capital 

transactions 

IV 	I 	Total 

Total of series D82 - Other 
short-term capital transactions 

II 	I 	III 	I 	IV Total 

Year 

- 	9 .. .. .. .. 5 1946 
- 21 -- .. .. .- 51947 

• 20 •. .. . 	. •. 21 1948 
-. - 55 .• •• •. •. - 	591949 

- 	35 91 30 19 151 - 	8 192 1950 

- 113 50 12 195 3 - 	98 112 1951 
22 - 	16 -149 - 	43 -181 - 	32 - 	405 1952 
27 44 - 	94 18 - 	61 15 - 	122 1953 
13 64 - 	26 37 - 	27 10 - 	6 1954 
4 5 11 51 - 	19 - 	8 35 1955 

53 85 123 100 - 	6 - 108 109 1956 
54 87 114 225 13 - 	23 329 1957 

- 	26 - 	89 108 38 - 128 4 22 1958 
59 15 111 109 25 87 332 1959 
81 42 - 115 171 44 43 143 1960 

12 - 	77 - 	20 59 - 44 85 80 1961 
124 240 - 107 - 	83 279 6 95 1962 
82 134 30 140 7 - 	11 166 1963 
40 5 - 	1 74 - 	55 100 118 1964 

102 177 -182 - 	39 - 	23 182 - 	62 1965 

148 119 - 121 84 - 101 75 - 	63 1966 
39 - 	41 - 332 13 - 60 - 163 - 	542 1967 

196 - 	23 -567 - 	23 -313 96 - 	807 1968 
I - 	74 - 285 85 104 - 197 - 	293 1969 

- 183 - 377 296 - 157 - 332 - 	570 1970 

- 	18 -841 - 108 -593 176 - 1,366 1971 
46 47 - 609 - 384 364 - 779 - 1,408 1972 

194 -368 -185 145 -720 -102 - 	862 1973 
104 225 - 138 265 -398 -274 - 	545 1974 

Discontinuities: Prior to 1952 D82 covered in addition series D75 through D81. Prior to 1964 D82 covered short-term loans 
freign currency to residents of Canada by head offices and Canadian branches of Canadian chartered banks (see series D60 and D61). 

Data as published in the Quarter/v Fsti,natec if the ('aflth/fan Balance of Interniztuu,ua/ Pavments,Secon1 Aborter I Q 
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TABLE 111.5 Errors and Omissions in the Balance of Payments of Canada, United States and United Kingdom, 
Expressed as Percentages of Cross Current Account Transactions, 1946-74 

1946-51 

No. 	
States 	Kingdom 

Item 	
Canada United 	United 

percentages of gross current transactions (credits plus debits) 

Errors and omissions entries: 

1 Gross annual credits 	............................. 0.41 1.67 0.15 

2 Gross annual debits 	............................. 0.01 0.06 1.24 

3 0.42 1.73 1.40 

4 

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

Net balance ................................. 0.40 1.61 1.08 

Cumulative errors and omissions balance: 

5 	Maximum accumulated net credit ..................... 0.40 	 1.61 	 0.15 

6 	Maximum accumulated net debit ..................... ..- 	 - 	 1.09 

7 	Amplitude................................... 0.40 	 1.61 	 1.24 

8 I Maximum total of consecutive annual credits............... I 	0.33 	I 	1.49 1 	0.15 

9 1  Maximum total of consecutive annual debits ...............
I 	

0.01 	 0.06 J 	0.93 

Source: See Table 111.6. 
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TABLE 111.5 Errors and Omissions in the Balance of Payments of Canada, United States and United Kingdom, 
Expressed as Percentages of Gross Current Account Transactions, 1946 -74 

	

1952-66 	 1967-74 	 I 	1946-74 

I  Canada 	 Canada 
United 	I United 	Canada 	United 	I United 	 I 	United 	I United 

	

States 	Kingdom 	 States 	Kingdom j 	 States 	Kingdom 

percentages of gross current transactions (credits plus debits) 

0.45 0.44 0.46 - 0.40 0.41 0.19 0.52 0.41 1 

0.48 0.56 0.16 1.52 1.23 0.35 1.04 0.88 0.34 2 

0.93 1.00 0.62 1.52 1.63 0.76 1.23 1.40 0,75 3 

0.02 0.12 0.31 1.52 0.82 0.06 0.84 0.36 0.08 4 

0.14 0.37 0.42 - 0.03 0.29 0.08 0.27 0.20 5 

0.25 0.19 - 1.52 1.19 - 0.84 0.56 0.08 6 

0.39 0.66 0.42 1.52 1.22 0.29 0.92 0.83 0.28 7 

0.39 0.37 0.26 - 0.36 0.16 0.14 0.20 0.10 8 

0.25 	0.56 	0.11 	1.52 I 	1.22 	0.29 	0.92 	0.66 	0.16 1  9 

Source: See Table 111.6. 
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TABLE 111.6. Errors and Omissions in the Balance of Payments of Canada, United States and United Kingdom, 1946-74 

Canada 
Item 	 I 

No. 
	 1946-51 	1  1952-66 1  1967-74 1  1946-74 

billions of dollars 

Errors and omissions 

1 Gross annual credits .............................. 0.2 1.1 - 1.3 

2 Gross annual debits 	.............................. - 1.2 6.0 7.2 

3 0.2 2.3 5.9 8.5 

4 

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

Net balance .................................. 0.2 - 	 0.1 - 5.9 - 	 519 

5 Number of annual credits ........................... 5 9 - 14 

6 Number of annual debits 	........................... 1 6 8 15 

7 Largest annual credit 	............................. 

. 

0.1 0.3 - 0.3 

8 Largest annual debit .............................. . - 0.4 1.5 1.5 

9 Maximum accumulated net credit 	...................... 0.2 0.4 - 0.6 

10 Maximum accumulated net debit 	...................... - 0.6 6.0 5.8 

11 0.2 1.0 - 1.0 

12 7 - 7 

13 

Maximum consecutive annual credits 	.................... 

Covering years 	................................ 2 

Maximum consecutive annual debits 	................... - 0.6 6.0 6.4 

14 Covering years 	................................ 

. 	

1 3 8 10 

Annuai signs of item: 

15 	Same as for Canada 

16 	Opposite to Canada 

Current account transactions 

17 Gross credits 	.................................. 24.9 118.3 194.7 337.9 

18 24.7 131.3 196.4 352.5 

19 

Gross debits 	.................................. 

Gross transactions 49.6 249.6 391.1 690.4 

20 Net current account balance ........................ 0.2 - 13.0 - 1.7 - 14.6 

Source: Canadian data - Table 111.4; The Canadian Balance of International Payments, 1973- 74, Table 33 (Catalogue 67-201) 
and the Quarterly Estimates of the Canadian Balance of International Payments - Second Quarter 1976 (Catalogue 67-001); United 
States data - Survey of Current Business - June 1970, October 1972, and June 1976; United Kingdom data - United Kingdom Balance 
0/Payments, 1946- 1957, 1963- 1973, 1964- 1974, 1965- 1975 and Fourth Quarter 1976. 
Note: As figures are individually rounded, totals do not necessarily equal the sum of their component parts. 
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TABLE 111.6. Errors and Omissions in the Balance of Payments of Canada, United States and United Kingdom, 1946-74 

United States 	 United Kingdom 

1946-51 	1952-66 	1967-74 	1946-74 	1946-51 	1952-66 	1967-74 	1946-74 	No. 
billions of U.S. dollars 	 billions of pounds sterling 

3.2 3.8 5.1 12.1 - 0.8 1.0 1.8 1 

0.1 4.8 15.5 20.4 0.4 0.2 0.8 1.4 2 

3.3 8.6 20.6 32.5 0.4 1.0 1.8 3.2 3 

3.1 - 1.0 - 10.4 - 8.3 - 0.3 0.6 0.2 0.4 4 

5 9 2 16 1 9 5 15 5 

1 6 6 13 4 6 3 13 6 

1.1 1.0 4.6 4.6 - 0.3 0.4 0.4 7 

0.1 1.1 9.6 9.6 0.1 0.1 0.7 0.7 8 

3.1 3.2 0.4 6.2 - 0.7 0.7 0.9 9 

- 1.7 10.4 12.9 0.3 - - 0.3 10 

2.8 3.2 4.6 4.6 - 0.5 0.4 0.5 11 

4 8 1 1 1 7 1 7 12 

0.1 4.9 15.3 15.3 0.3 0.2 0.7 0.7 13 

1 6 5 5 3 4 1 1 14 

4 	 7 	 6 	 17 	 2 	 7 1 	3 	12 15 

2 	 8 	 2 	 12 	 3 	 8 	 5 	 16 16 

102,8 442.9 620.0 1,165.8 16.2 88.5 120.7 225.4 17 

88.2 420.7 640.3 1,149.3 16.0 87.6 123.0 226.5 18 

191.1 863.6 1,260.3 2,315.0 32.1 176.1 243.7 451.9 19 

14.6 22.2 - 20.3 16.5 - 0.2 1.0 2.3 1.1 20 

Sour: Canadian data -Table 111.4; The Canadian Balance of international Payments, 1973- 74, Table 33 (Catalogue 67-201) 
and the Quarterly Estimates of the Canadian Balance of International Payments Second Quarter 1976 (Catalogue 67-001); United 
States data - Survey of Current Business - June 1970, October 1972, and June 1976; United Kingdom data - United Kingdom Balance 
of Payments, 1946- 1957, 1963- 1973, 1964- 1974, 1965- 1975 and Fourth Quarter 1976. 
Note: As figures are individually rounded, totals do not necessarily equal the sum of their component parts. 
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recorded other short-term transactions over the same 
period was a further $0.9 billion). Errors and omissions 
of the orders of magnitude indicated represented only an 
extremely small proportion of Canada's total inter-
national transactions, which for 1965 were indicated to 
have been about $45 billion. Given the pervasive nature 
of Canada's international economic and financial rela-
tionships, and the wide variety of channels through 
which transactions take place, amounts of this sort have 
probably to be expected (and accepted). 

Over the period there was a significant improve-
ment in the systematic coverage of short-term capital 
movements by both banking and private sectors. It was 
not until 1960 that good global figures for the external 
assets and liabilities of the Canadian banking system 
became available and it was not until 1964 that bilateral 
distributions, with some continuing deficiencies, became 
available. Despite considerable extension, coverage of 
other short-term receivables and payables continues 
inevitably to be incomplete. 

In view of these developments of the system, until 
at least the end of 1966, the historical series for net 
errors and omissions alone is mainly of technical interest. 
Such evidence as is available to support the estimates of 
current and long-term capital transactions in counterpart 
country data or in the extensive annual surveys of inter -
national investment taken independently, together with 
information which has become available under the 
Corporations and Labour Unions Returns Act, as well as 
examination of the behaviour of the item, all tended to 
confirm the impression that net errors and omissions 
reflected significant capital movements in short-term 
forms and for most purposes might best be used by 
analysts in conjunction with recorded elements of 
"other" capital movements in such forms. This procedure 
eliminated insofar as was possible statistical distortion 
resulting from the progressive improvement in the 
recording of capital movements in short-term forms. 

It is not, of course, intended to imply that there 
were or are neither errors nor omissions in Canadian 
balance of payments statements apart from capital flows 
in short-term forms. That would suggest a state of 
perfection which is not likely to be attained. Measures 
of almost every item are susceptible to error. 

From 1967-74 - The relatively modest outward 
balances of errors and omissions in 1965 and 1966 were 
the prelude to a continuing series of further net balances 
of unidentified payments which over the subsequent 
eight years aggregated a massive $5.9 billion. This huge 
accumulation occurred in a period when Canada's gross 
international transactions, too, rose rapidly. From a 
total of about $45 billion in 1965 they swelled to about 
$132 billion in 1974. Large errors and omissions were 
not unique to Canada. They occurred in a period of 
development of immense international pools of curren-
cy, massive enlargement of markets for foreign ex- 

change, great instability on the international exchanges, 
a succession of crises involving the international pay-
ments mechanism, increased international intercorporate 
links, and interest rate levels and patterns sufficient to 
stimulate rapid transfers of vast amounts of funds. All 
these factors added to problems of identifying capital 
flows. 

Statistical data are provided in a series of tables 
which are annexed. 

Table 111.4 provides figures for net errors and omis-
sions subsumed within item D82 of the balance of pay-
ments, together with the recorded transactions included 
in that item. The annual figures for net errors and omis-
sions are also presented with accumulated totals in chart 
form. 

Table 111.5 relates net Canadian errors and omis-
sions to the sums of credits and debits on current 
account, and provides comparable data for the United 
States and the United Kingdom. (The source data are 
given in Table 111.6.) 

If it is appropriate to regard errors and omissions 
as reflecting mainly unrecorded capital movements in 
short-term forms, one should reasonably expect these 
series (or the sum of the series and of corresponding 
recorded data), after due adjustment for major move-
ments related to speculation on the exchange rate, to 
respond to identifiable causal factors such as inter-
national interest rate differentials (hedged or unhedged) 
or the changing volume and composition of international 
commodity movements. No such analysis is available. 
But there are other possible hypotheses. Capital move-
ments in recent years have been distinguished by extra-
ordinarily large flows of foreign currency banking 
deposits, measurement of which is dependent on the 
residential classification accorded by banks to literally 
billions of dollars of deposits in Canada and abroad. 
Given the growing importance and complexity of the 
so-called multinational corporations, problems of classi-
fication by country could well produce statistically 
significant aggregates which are incompatible with the 
national concepts employed in the balance of payments 
frame as a whole. This is of course not different in 
principle from any other error or omission. But the data 
themselves are inevitably aggregated away from the close 
scrutiny normally accorded by balance of payments 
statisticians to the detail of other series of comparable 
magnitude. Again no tests have been undertaken. 

There continue to be a variety of capital move-
ments in short-term forms of which no measurement is 
attempted. The float of United States currency and 
instruments in the hands of the Canadian public is one 
simple example, but floats also exist within the banking 
data, within corporate accounting, and within the 
statistical system (as in the case of trade documents). 
Data on security transactions although generally collected 
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on a conceptually appropriate basis, may be affected by 
unexpected delays in delivery and other factors analogous 
to float. Nor is float confined to records, for commodi-
ties themselves in transit at a given date may give rise to 
unexpected and unwanted statistical effects. On top of 
these temporary and passing influences are superimposed 
the continuing or random errors of coverage and valua-
tion. 

But these factors are unlikely to account for errors 
and omissions of the size indicated in recent years, and 
efforts to identify other major causes of error have not 
yet been successful. The prospects for improvement, 
assuming underlying causal influences do not recede, rest 
then with the identification and elimination of weak. 
nesses elsewhere in the accounts, and in the extension 
and improvement of direct measures of short-term move-
ments. In other parts of this volume will be found some 
examples of the efforts in these directions. Further 
progress is dependent on the ingenuity of statisticians, 
the resources made available for the work, and the 
willingness of respondents to face further reporting 
burdens should remedies appear to call for them. 

Since the mid-1960's changing institutional factors 
have called increasingly in question the propriety of the 
conventional attribution to the United States account of 
the balancing item in Canada's balance of international 
payments. Consideration is accordingly being given to 
departing from the postwar Canadian practice and 
adopting the practice more generally followed by other 
countries. This involves the combination within a single 
line, by residual, of balances settled by exchange transfers 
(multilateral settlements) and net errors and omissions, 
the latter appearing alone in the global statement. 

There remains only to say something about the 
quarterly distribution shown in Table 111.4 and about 
the successive revisions of the errors and omissions item. 

Broadly speaking, it may be said that the definitive 
Canadian balance of payments statements are annual 
rather than quarterly. Many items in the quarterly 
estimates are dependent on partial surveys or on other 
indicators, the levels being adjusted ultimately when full 
annual data are available and processed. It follows there-
fore that the quarterly estimates per se are less accurate 
than their annual totals, and the net sum of any of these 
inaccuracies in a quarter has a comparable impact in the 
opposite direction on the errors and omissions item. 
Nevertheless reflections of the exchange difficulties 
which were experienced in 1950,3 4  1962, 1968, and 
1970 may be discerned in the residual item together 
with some instances of over-the-quarter.end float. 

The same sort of reservation applies to the errors 
and omissions item in the preliminary annual estimates 
when the full range of data, particularly elements of 

34 In the quarterly estimates for 1950 and 1951, the 
pattern of the residual was reflected in the recorded element of 
I)X  

capital flows in such short-term forms as changes in 
accounts and loans receivable and payable, has not been 
available. In the early estimates considerable use is 
accordingly made of the counterpart data of other 
countries. To the extent that this is subsequently re-
placed by fully processed Canadian source data which 
produce different results there may be added impact on 
the errors and omissions item in the early period. The 
preliminary series have not been published, but data for 
recent years in the accompanying statements are subject 
to revision. 

Sources and Methods 
The residual group of capital movements making 

up this series comprises two main elements. The first 
element is derived from a variety of sources which are 
employed to produce a total of recorded movements. 
The balance of net errors and omissions in estimates of 
the Canadian balance of payments, which comprises the 
second element, has been described in considerable detail 
in the section imniediately preceding. The recorded 
element is made up as follows: 
- Changes in the balances in intercompany accounts 

derived from items III (a) of the BP.21, Report of 
transactions between Canada and other countries. 35  
This report shows year-end balances on intercompany 
and/or interbranch accounts identified as short term 
or current. Some adjustments are necessary to derive 
appropriate measures of capital flows. It has been 
noted elsewhere that the concept of short term used 
in Canadian balance of payments statistics excludes all 
items intended or likely to remain outstanding for 
more than one year from the date incurred. It is 
accordingly necessary to eliminate from the changes in 
outstanding totals of intercompany accounts any 
amounts which have been treated as long-term direct 
investment flows and therefore already included in 
series D21 and D25. The schedule BP-21 provides for 
the identification of such amounts. A further adjust-
ment eliminates the changes in intercompany accounts 
of Canadian finance companies which are covered in 
series D81 for "other" finance company obligations. 

- Changes in accounts receivable and payable similarly 
derived from items III (b) and (c) of the BP.21 and 3 
and 5 of the BP-22. Where appropriate, adjustments 
are made for receivables which have been insured by 
the Export Development Corporation and hence 
covered in series D49, Export credits directly or indi-
rectly at risk of the Government of Canada. 

- Changes in non-resident-owned stocks held in Canada 
on consignment derived from the data reported by 
respondents to the BP-21 in item III (f). 

- Other short-term loans and advances derived from 
item III (e) of the BP-21 after the transfer to series 
D81 of the changes in bank borrowing by Canadian 
finance companies. 

35 All the schedules referred to in this section are re-
produed in i'ai t V. 
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- Transactions under buy-back (purchase and resale) 
agreements based on Government of Canada long-
term securities, as revealed from 1963 through 1973 
on the BP-30, Security transactions with non-residents. 

- Changes in the difference between bank and book 
figures of foreign currency deposits of Canadians, 
normally representing changes in cheques issued and 
outstanding, in the few exceptional cases where data 
are available. 

- Changes in liabilities of government departments and 
some Crown agencies to non-residents on an open 
account basis. 

- Changes in Canadian dollar debit balances of non-
residents with head offices and Canadian branches of 
Canadian chartered banks. 

- Changes in gold liabilities to non-residents of head 
offices and Canadian branches of Canadian chartered 
banks. 

- Changes in net estimated Canadian dollar claims on 
their foreign branches, agencies and subsidiaries by 
head offices and Canadian branches of Canadian 
chartered banks. 

Quarterly estimates naturally make use of those 
available elements which are finally incorporated in the 
annual estimates, such as the data for Canadian banking 
transactions or those which may be derived from the 
items on the BP.2 I A corresponding on a quarterly basis 
to the annual data. But the quarterly estimates also 
make use on an interim basis of some foreign source data 
which are ultimately eliminated but whose quarterly 
pattern remains. Thus data for United States short-term 
liabilities to Canadians by non-financial corporations and 
United States banking claims, both long and short term, 
in the form of loans, collections and acceptances made 
for account of Canadians are used, with adjustments for 
exchange rate variations, after eliminating on the basis of 
Canadian sources any elements which appear inappropri-
ate. The particular series used have been selected on the 
basis of their fIt conceptually and in practice into the 
Canadian frame. Similar processes are followed with 
respect to data available for certain other countries. 

Since the balancing item of net errors and omis-
sions, which has been described in the section above, is 
a residual, nothing useful can be added at this point on 
its sources and methods. 

Evaluation 
Little can be said about the quality of this series. 

The direct measures of components are clearly not 
complete in respect of receivables, payables and short-
term loans, and there may be classification problems 
within the banking source data. Net  errors and omissions 
is, of course, itself a net reflection of faults in the 
direct measures of items throughout the balance of pay-
ments (see description above). 

Unkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold), components of 12.3 Private short-term trade 
credits, 12.4 Private short-term other, 13.3 Local govern-
ments other, 14.6 Central government other short term, 
16.2 Other monetary institutions deposits, and 16.4 
Other monetary institutions, other foreign liabilities. 

IMF/OECD Common Reporting System (Appen-
dix 6) Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), components of 12] Private short-
term trade credits. 12.2 Private short-term other, 13.2 
Local government short-term, 14.6 Central government 
short term, 16.5 Other monetary institutions, other 
short-term loans and 16.6 Other monetary institutions 
other foreign liabilities. 

National Income and Expenditure Accounts (Cata-
logues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Components of Other financial assets (categories 2610, 
2311 and 3511) of Rest of World (sector XIII). 

Series Availability 
Annually from 1927 and quarterly from 1950, 

also including however the following series: 
D71 prior to 1940 
D74 prior to 1937 
D75 prior to 1952 
D76 prior to 1952 
D77 prior to 1952 
D81 prior to 1952 

Supplementary Data 
Separate data for some components of the series 

have been published recently on annual and quarterly 
bases, as follows: 

Annually Quarterly 

	

from 	from 

Chartered bank Canadian dollar 

	

claims on non-residents ......1966 	1970 
Short-term foreign currency bank 

	

borrowing by Canadians' .....1966 	1970 
Short-term foreign currency bank 

borrowing abroad by Canadians 	1967 	1972 

I Series supersedcd by conceptual change, but available 
through 1971. 
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The series includes the balancing item representing 
the difference between the recorded measures ofcurrent, 
capital and reserve movements, and accordingly embodies  

all unidentified transactions. Figures for the balancing 
item, annually from 1946 and quarterly from 1950, 
through 1974 appear in Table 111.4. 

Balance Settled by Exchange Transfers 

Code - G 

Concept 
Balances settled by exchange transfers (multi-

lateral settlements) reflect net transfers between 
countries or ireas I ciairn.s in 1 fluid. 

I )escri Pt I)) 11 

While in concept the balance of payments takes 
the form of a double entry accounting frame in which 
credits equal debits, this is true in respect of bilateral 
or area statements only after account has been taken of 
interregional or multilateral settlements, or balances 
settled by exchange transfers. This lack of bilateral 
balance is due to the fact that in the balance of pay-
nents certain movements of capital are allocated by 
country or area on the basis of the residence of the 
toreign creditor or debtor rather than that of the foreign 
party to the transactions. To bring each bilateral state-
ment into balance it is necessary to record the relevant 
iii:It Iteral settlements. 

Net flows on account of goods and services, 
tr,uisk'i payments, and capital movements other than 
those classified on the creditor-debtor principle, are 
allocated by the country of the transferor or transferee. 
Certain capital movements (ordinarily changes in foreign 
assets and liabilities of monetary institutions and foreign 
short-term assets and liabilities of other sectors), how. 
ever, are allocated by the country of the foreign debtor 
or creditor. The two principles of allocation result in 
unbalanced bilateral statements whenever one country 
transfers to another country claims on a third country 
of the types so allocated. For example, many countries 
outside the United States settle transactions between 
themselves in dollars. Thus, Canada may pay United 
States dollars to other countries for the purchase of 
imports (or may purchase their currency for that pur-
rose with United States dollars). These imports will 
be recorded in the bilateral statement between Canada 
and the exporting country. On the other hand, the 
corresponding change in Canada's United States dollar 
balances (assuming they were held in the United States) 
will appear as a decrease in assets (a credit) in Canada's 
balance of payments with the United States, as an 
increase in assets (a debit) in the exporter's balance 
of payments with the United States, and as a shift in 
the geographic distribution of liabilities in United 
States bilateral balance of payments statements. With 
entries only for the imports and the changes in short-
term assets and liabilities, the individual bilateral state-
inents of the United States, the exporter, and Canada 
I' 	1 	I 	'i Li 

In the bilateral statements of the balance of 
payments, series G, Balance settled by exchange trans-
fers, is a measure of these multilateral settlements. A 
negative figure indicates the extent to which the account 
in which it appears has been settled by transfers in 
(anada's favour, while a positive figure in another 
account indicates the application of these receipts. 
Settlements occur between bilateral sectors but cancel 
out as a whole and consequently do not appear in the 
statement between Canada and all countries. 

It is customary and convenient to think of settle-
ments as taking place in United States dollars. This 
is generally true in the case of a country such as Canada 
whose closest trading relationship is with the United 
States and whose international monetary reserves are 
largely maintained in United States dollars. In fact, 
however, multilateral settlements include a wide variety 
of transactions in various currencies. (The regional 
allocation convention formerly followed by Canada 
with respect to gold production available for export 
also affected the statistical series.) 

Most multilateral settlements today occur through 
normal private channels. In the wartime period when 
strict exchange controls existed and when international 
financial arrangements were commonly applied on a 
bilateral or currency region basis, the great bulk of such 
settlements was carried out by monetary and exchange 
authorities. The transition from bilateral to multilateral 
arrangements and the contraction in the role of the 
central authorities had special statistical significance 
which is described below. 

During the period of exchange controls in both 
the sterling area and Canada it was possible to construct 
direct estimates of the multilateral settlements between 
Canada and the sterling area. The largest part of these 
represented transfers between the exchange authorities 
in the United Kingdom and Canada of gold or United 
States dollars. During the late 1940's purchases in 
Canada by the United Kingdom which were financed 
by the United States government under the European 
Recovery Programme ("off-shore" purchases) contribu-
ted in important measure to multilateral settlements. 
Thus current account credits representing exports to 
the United Kingdom were offset by debits in the United 
States account reflecting the enlargement of Canada's 
official holdings of United States dollars. The bilateral 
accounts were balanced by the recording of the multi-
lateral settlement as a debit in the account with the 
United Kingdom and a credit in the account with the 
I 	ii 	Si 
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TABLE 111.7. Bilateral Statement of Multilateral Settlements in the Canadian Balance of International Payments 

No. Item 1963' 1964 1965 1966 T1967 

millions of dollars 

United States 

1 - 1,202 - 1,780 - 2,075 - 2,157 	- 1.454 

Capital transactions in: 
2 + 	843 + 	943 + 1,074 + 1,393 	+ 1.317 
3 - 	17 + 	693 - 	637 - 	473 	- 	766 
4 + 	826 + 1,636 + 	437 + 	920 	+ 	551 
5 - 	376 - 	144 - 1,638 - 1,237 	- 	903 

6 Increase (-) in net official monetary movements.......... + 	61 + 	197 + 	92 + 	371 	- 	13 
7 + 	315 - 	53 + 1,546 + 	886 	-I- 	01 

Monetary gold, SDR and IMF accounts 

8 + 	151 + 	145 + 	139 + 	128 	113 

Capital transactions in: 
9 - - - 

10 - - - 

11 

Long-term forms ........................... 
Short-term forms........................... 

- - - - 	 - 

12 
Net capital movement .......................
Balance tobe settled 3  ....................... + 	151 + 	145 + 	139 + 	128 	+ 	113 

13 Allocation of SDRs 	.......................... ... ... .. 

14 Increase (-) in net official monetary movements.......... - 	117 - 	502 - 	303 + 	10 	+ 	4 J 

15 Balance settled by exchange transfers ............. - 	34 + 	357 + 	164 - 	138 	- 

Current account balance 	....................... 

Other 

16 

Long-termforms ........................... 
Short-term forms........................... 
Net capital movement ....................... 

+ 	530 + 1,211 + 	806 + 	8( 	+ 

Balance to be settled 3  ....................... 

Capital transactions in: 
17 

Balance settled by exchange transfers ............. 

- 	206 - 	193 - 	241 - 	16 
18 

Current account balance 	....................... 

Long-termforms ........................... 
+ 	46 - 	655 + 1,092 + 	48 	- 	131 

19 
Short-term forms...........................
Net capital movement ....................... - 	160 - 	848 + 	851 - 	117 	- 	32 

20 + 	370 + 	363 + 1,657 + 	750 	+ 	81 

21 - 	89 - 	59 + 	53 - 	22 	- 	5+' 
22 - 	281 - 	304 - 1,710 - 	728 	7S.I 

Current account balance 	....................... 

Total 

23 

Balance to be settled 3  ....................... 

- 	521 - 	424 - 1,130 - 1,162 

Capital transactions in: 
24 

Increase (-) in net official monetary movements.......... 

+ 	637 + 	750 + 	833 + 1,228 	+ 1,41 
25 

Balance settled by exchange transfers ............. 

+ 	29 + 	38 + 	455 - 	425 	- 	80' 
26 + 	666 + 	788 + 1,288 + 	803 	+ 	51 
27 

Current account balance 	....................... 

Short-term forms...........................
Net capital movement ....................... 

+ 	145 + 	364 + 	158 - 	359 	+ 	2 

28 

Long-term forms ........................... 

... ... ... 

29 

Balance to be settled 3  ....................... 

Allocation of SDRs 	.......................... 

- 	145 - 	364 - 	158 + 	359 	- 	2' 
30 

Increase (-) in net official monetary movements..........
Total  balance settled by exchange transfers.......... - -_ - - 

I There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in short-term forms implying - 
cumulated earlier net overstatements of inflows from the United States and corresponding net understatements of inflows from the r 
of the world of the order of $200 million. 

2 There is a discontinuity at the end of the first quarter of 1968 arising from the inclusion in merchandise trade of sales to 
purchases from non-residents of non-monetary gold which are allocated bilaterally in substitution for gold JIF011 iCti' 0  
which was normally allocated previously to the United States account but is shown separately in the tahic 

3 Thebalance to be settled is equal t ,  . T 11C ui:i sit s11rs111 md m,ipitm! Imsmm+ih 

olc: l)sitsj ,i sit l)eeniber 1 
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TABLE 111.7. Bilateral Statement of Multilateral Settlements in the Canadian Balance of International Payments 

1968 2  1969 1970 1971 
] 	

1972 1973 1974 
No. 

millions of dollars - 

- 	780 - 845 - 165 - 46 - 168 - 841 - 1,530 1 

+ 1,151 + 1,669 + 824 + 771 + 1,159 + 811 + 1,679 2 
- 1,423 - 458 - 23 + 628 -1,384 - 1,123 + 811 3 
- 	272 +1,211 + 801 +1,399 - 225 - 312 +2,490 4 
- 1,052 + 366 + 636 + 1,353 - 393 - 1,153 + 960 5 

- 	645 + 222 - 1,452 - 1,059 - 291 + 429 + 165 6 
+ 1,697 - 588 + 816 - 294 + 684 + 724 - 1,125 7 

+ 	34 + 1 + 6 + 8 + 3 + 2 + 78 

- - - - - - - 9 
- 

- 

- 

- 

- 

- 

- - - - 10 

+ 	34 + 1 + 6 + 

- 

8 + 

- 

3 + 

- 

2 + 

- 

712 

11 

• 	- . 	. + 133 + 119 + 117 - - 13 

+ 	413 - 303 - 309 + 148 - 46 + 38 - 213 14 
- 	447 + 302 + 170 - 275 - 74 - 40 + 206 15 

+ 	649 - 73 + 1,265 + 480 - 306 + 857 - 120 16 

+ 	518 + 668 - 72 - 289 + 498 - 438 - 643 17 
+ 	200 - 897 - 305 - 775 + 417 + 265 - 180 18 
+ 	718 - 229 - 377 -1,064 + 915 - 173 - 823 19 
+ 1,367 - 302 + 888 - 584 + 609 + 684 - 943 20 

- 	117 + 16 + 98 + 15 + 1 - + 24 21 
-1,250 + 286 - 986 + 569 - 610 - 684 + 919 22 

- 	97 - 917 + 1,106 + 442 - 471 + 18 - 1,643 23 

+ 1,669 + 2,337 + 752 + 482 + 1,657 + 373 + 1,036 24 
- 1,223 - 1,355 - 328 - 147 - 967 - 858 + 631 25 
+ 	446 + 982 + 424 + 335 + 690 - 485 + 1,667 26 
+ 	349 + 65 + 1,530 + 777 + 219 - 467 + 24 27 

• 	. . 	• 	. + 133 + 119 + 117 - - 28 

- 	349 - 65 - 1,663 - 896 - 336 + 467 - 24 29 
- - - - - - - 30 

There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in short-term forms implying ac-
cumulated earlier net overstatements of inflows from the United States and corresponding net understatements of inflows from the rest 
of the world of the order of $200 million. 

2 There is a discontinuity at the end of the first quarter of 1968 arising from the inclusion in merchandise trade of sales to and 
purchases from non-residents of non-monetary gold which are allocated bilaterally in substitution for gold production available for export 
which was normally allocated previously to the United States account but is shown separately in the table. 

3 The balance to be settled is equal to the sum of current and capital movements. 

Note: Data as at December 1976. 
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Even during this period there were not inconse-
quential multilateral settlements with the sterling area 
which occurred as a result of (authorized) transactions 
by the private sector. Some contracts for the export 
of goods and services were settled in United States 
funds; typically they were related to situations in 
which the export involved a large United States dollar 
content. There were in the opposite direction payments 
in United States dollars by Canada to the sterling area 
arising from contractual obligations such as interest 
and principal on debt denominated in United States 
funds. 

Some multilateral transactions occurred in sterling. 
Family remittances to China were typically carried out 
through Hong Kong which led to a multilateral settle-
ment. In the opposite direction transfers of sterling 
to Canada in settlement of commodity transactions 
with non-sterling countries were authorized by the 
United Kingdom under exceptional circumstances; 
relatively large sales of Newfoundland codfish were 
made to Portugal against settlement in sterling. And 
multilateral settlements in Canadian dollars occurred, 
for example, reflecting the flow of Canadian funds 
between members of the sterling area and the central 
reserves in the United Kingdom. Fairly recent examples 
of some size can be found in settlements for wheat 
purchased by the Union of Soviet Socialist Republics 36  
and by the People's Republic of China,3 7  both of which 
paid for Canadian wheat in sterling. 

Direct measures of multilateral settlements are 
largely impossible in the absence of rigorous channeling 
of international settlements. Indirect measures indicate 
that multilateral settlements have grown greatly both in 
size and volatility with the rapid rise in international 
transactions generally and in massive international 
currency market movements in particular. 

Sources and Methods 
From 1927 through 1930 the balance settled by 

exchange transfers was assumed to be the balancing 
item in each area statement. 

From 1940 through 1951 it was possible to 
derive a direct estimate of the balance settled by ex-
change transfers in respect of the sterling area as a 
whole because of the nature of the exchange controls 
and payments arrangements then in effect. Within the 
sterling area, the item was allocated by assuming the 
balance settled by exchange transfers in respect of the 
rest of the sterling area to be the balancing item within 
the statement for that area. In effect it was assumed 
that all transactions between the rest of the sterling 
area and Canada were captured by the statistical system. 

36 Testimony of H.T. Aitken, President of the Export 
Development Corporation, before the Standing Senate Com-
mittee on Banking, Trade and Commerce, June 14, 1973. 

37 The Canadian Wheat Board. Annual Reports.  

The remainder of the direct estimates of balances 
settled by exchange transfers between the sterling 
area as a whole and Canada was applied in the United 
Kingdom account, leaving a residual there representing 
errors and omissions with the sterling area as a whole. 

The existence of direct estimates for balances 
settled by exchange transfers in respect of the sterling 
area established the figure, equal but opposite in sign, 
in respect of non-sterling area countries. Closely follow. 
ing the practice described in respect of the sterling area 
it was then assumed that the balance settled by exchange 
transfers in respect of non-sterling area groupings other 
than the United States was represented by the balancing 
items in those statements. The remainder of the figure 
for the non-sterling area was attributed to the United 
States, leaving a residual item for errors and omissions 
in that statement. Globally the various entries for 
balance settled by exchange transfers cancelled out 
leaving an errors and omissions item for the world as 
a whole, made up of separate figures in the United 
States and United Kingdom accounts. 

With the termination of exchange control in 
Canada near the close of 1951 it was no longer possible 
to make direct estimates of balances settled by ex-
change transfers with any country or area. On the basis 
of a judgernent that the residual errors and omissions 
item in the United Kingdom account in 1951, which 
was abnormally large, was in the nature of a short-term 
capital movement, a decision was made to reverse a 
substantial part of it in the 1952 estimates. The re-
mainder of the global errors and omissions item was 
then attributed to the United States. Following these 
assumptions the remaining bilateral imbalances were 
taken as measures of balances settled by exchange 
transfers. 

For the years following 1952 the global errors 
and omissions item was attributed entirely to the United 
States account as described under series D82. Bilateral 
imbalances were then taken as measures of balances 
settled by exchange transfers. 

Evaluation 
From the descriptions given above it will be clear 

that the measures of balances settled by exchange 
transfers have been totally derived as residuals except 
for the period from 1940 through 1951 when direct 
evidence of settlements in respect of the sterling area 
was available. The quality of the series is accordingly 
determined by the general quality of the estimates of 
all other items in the balance of payments, and by the 
allocation conventions including those pertaining to 
the statistical treatment of gold prior to 1969 as des-
cribed under series A3 and of errors and omissions. 
As indicated under series D82, the convention with 
respect to the treatment of errors and omissions has 
become increasingly questionable. 
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Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table B (Regional Balance of Payments 
Summary), lines 22 and 23. 

IMF/OECD Common Reporting System (Ap. 
pendix 6) - Table B (Regional Balance of Payments 
Summary), Part 3 (Reconciliation), lines 20 (Regional 
adjustments) and 21 (Multilateral settlements). (Statis-
tical differences represent variations in area distribu-
tions.) 

National Income and Expenditure Accounts (Cat-
alogues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Not relevant. 

Series Availability 
Subject to variations in area distributions, pub-

lished series are available annually from 1946 and 
quarterly from 1950, and may be derived annually 
from 1927 through 1945 from Tables XVI, XVII! and 
XIX in The Canadian Balance of International Payments, 
1926 to 1948 (Catalogue 67-501). 

Supplementary Data 
None. 

Related Data 
None. 

Allocation of Special Drawing Rights 

Code - J 

Concept 
This series covers the allocation to Canada by the 

International Monetary Fund of Special Drawing Rights. 
It recognizes the creation of a liability in the acceptance 
of an allocation. This liability is of an unusual character 
since repayment would be involved only if the arrange-
ment was terminated, but there are obligations under 
the scheme to accept SDRs within limits. This series 
makes it possible to reflect in the series covering official 
international reserves (K4) their growth due to the 
allocation of SDRs. (For a more complete perception 
of the treatment of SDRs readers may find it useful to 
refer also to the series note on K4.) 

Description 
Member countries of the International Monetary 

Fund that are also participants in the Special Drawing 
Account receive supplements to their reserves in the 
form of SDRs which are reserve assets created by the 
Fund to influence the total level of world reserves; 
they are allocated to participating members in pro-
portion to their Fund quota. 

Under the conditions in effect at time of writing, 
early in 1977, SDRs may be used when a participant 
has a need to use reserves. When a participant wishes 
to use SDRs to acquire currency the Fund may desig-
nate the participant that has to receive them and to 
provide the user with a currency which must be a 
"currency convertible in fact". Participants that are 
designated are those that have strong balance of pay-
ments and reserve positions or that must acquire SDRs 
to meet obligations or for other reasons under the 
Articles of Agreement. A participant is obligated to 
accept SDRs on Fund designation up to the point at  

which its holdings are three times its allocation. SDRs 
may also be transferred between participants without 
Fund designation or without need if the Fund so decides 
in transactions for certain purposes. They can be trans-
ferred to the Fund's General Account in payment of 
charges or in repayment of a member's drawings. A 
participant's daily average use during any five-year 
period is not to exceed 70% of its overall allocation 
during this period. 

Amendments to the Articles of Agreement of the 
International Monetary Fund which, inter alia, remove 
many of these restrictions on the use of the SDR were 
adopted by the Board of Governors of the Fund in 1976. 
At time of writing, these amendments were awaiting 
official acceptance by member countries in order to 
become effective. The proposed amendments are in-
tended to make the SDR the principal reserve asset 
in the international monetary system. For example, 
participants will be able to enter into transactions 
by agreement without the necessity for general or 
special decisions by the Fund, and transfers of SDRs 
in such transactions will not be subject to the require-
ment of need to use reserve assets; the SDR will re-
place gold as a means of payment by members to the 
Fund and by the Fund to members. 

Allocations of SDRs were made to member 
countries in 1970, 1971 and 1972. This series reflects 
the allocations. (Actual holdings of SDRs, which may, 
of course, differ from cumulated allocations, are covered 
in K4.) Because of their unique character, balance of 
payments entries reflecting the allocations of SDRs 
are shown in a special line appearing between the groups 
of capital and of official monetary movements. 

In a note to the 1970 financial statement of the 
Exchange Fund Account, the liability in respect of 
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Special Drawing Rights allocated by the International 
Monetary Fund to Canada is described as representing 
the obligation that arises upon the termination of 
Canada's participation in the Special Drawing Account 
under Article XXX of the Articles of Agreement of 
the International Monetary Fund or on the liquidation 
of the Special Drawing Account under Article XXXI. 
A liability entry also appears in the Statement of Assets 
and Liabilities of the Government of Canada in the 
Public Accounts. 

In Canada's international investment position 
an entry for the allocations is shown among Canada's 
long-term foreign liabilities. 

SDRs are interest bearing, and holders in effect 
receive income on amounts held in excess of their 
original allocations, and pay interest on any amount 
by which holdings fall short of original allocations. 

The Special Drawing Account, like other accounts 
of the International Monetary Fund, is allocated region-
ally to the "All other" groups in balance of payments 
statements. 

Sources and Methods 
The series is derived from official accounting 

records. 

Evaluation 
This series should be complete and accurate. 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix I. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Not covered. 

IMFIOECD Common Reporting System (Ap-
pendix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Part 3 (Recon-
ciliation of Parts I and 2), 21 (Allocation/cancellation of 
SDRs). 

National Income and Expenditure Accounts 
(Catalogues 13-001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Specified component of Other financial assets (category 
2610) of Rest of World (sector XIII). 

Series Availability 
Annually and quarterly from 1970 when Special 

Drawing Rights were introduced. 

Net Official Monetary Movements (to 1960) 

Codes - K4 Total of official monetary movements 
(Kl -K3)(from 1927.60) 

Ki Change in official holdings of gold and 
foreign exchange (from 1946- 60) 

K2 Change in net International Monetary 
Fund position (from 1946-60) 

K3 Other special international fmancial assist-
ance (from 1946-60) 

Concept 
Series Kl covers flows related to changes in 

Canada's official international reserves of gold and 
United States dollars held by the Exchange Fund Ac-
count, other Government accounts and net holdings of 
the Bank of Canada, as well as equivalent holdings 
of sterling. 

Series K2 covers flows related to changes in 
Canada's net position with the International Monetary 
Fund. 

Series K3 covers liabilities associated with the 
extension to Canada of assistance by the monetary 
1111liorit kS ot o1hel Count rics. 

Description 
These series for official monetary movements 

represent the flow equivalents of changes in the prin-
cipal foreign exchange assets and liabilities available 
to the authorities to assist in the orderly settlement 
of Canada's international transactions. 

From 1927 through 1939 they cover only mone-
tary gold movements (estimated on the basis of a study 
of statistics of gold exports and imports) and, from 
its establishment in 1935, changes in holdings of foreign 
currencies by the Bank of Canada. 

From 1940 through 1960 series KI reflects 
official holdings of gold and foreign exchange, defined 
as gold, United States dollars (including short-term 
securities of the United States Government) and sterling 
held by the Exchange Fund Account, other Government 
accounts and net holdings of the Bank of Canada. The 
figures for 1940 and 1941 are affected by the inclusion 
in official holdings of amounts of private holding, 
subsequently acquired by the Exchange Fund Account 
under the Foreign Exchange Acquisition Order of 1940. 

The Exchange Fund Account held sterling until 
1952 ;iid siiiiI1 	mounts of othcr foreign cllrrenClc- 
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d 
besides United States dollars until 1945, and there 
were similar holdings in other Government accounts 
and by the Bank, but they were of a working balance 
nature only and not sizeable. Until 1970 releases of 
information on Canada's official international reserves 
did not cover official holdings of currencies other 
than United States dollars. On the other hand series KI 
has in addition to United States dollars consistently 
included holdings of sterling. 

Because of their special nature or purpose, some 
holdings of foreign exchange by the authorities have 
been excluded from time to time from series KI, and 
included instead in series D60 Resident holdings of 
foreign currency bank balances and other short-term 
funds abroad. It has already been recorded that holdings 
of foreign currencies other than United States dollars 
and sterling were included in series D60 until the end 
of 1960; they were generally working balances of 
limited statistical significance. The receipt in the early 
postwar years of relatively small balances of blocked 
funds in settlement of nulitary relief shipments was 
totally excluded. 

There were also some holdings of United States 
dollars or sterling which did not appear in the reserve 
series. Receipts of sterling arising from sales of codfish 
by Newfoundland to Portugal under arrangements 
whereby they could only be used for debt retirement 
were taken into D60 until applied to debt repurchases. 
In 1949 a sizeable block of exchange raised through a 
new Government of Canada issue in New York was 
set aside to cover retirements of United States dollar 
debt in 1950; this, too, was covered in series D60. 

Other balances in United States dollars or sterling 
have existed from time to time in connection with the 
servicing of foreign currency debt. Redemption accounts 
are normally established with the paying agent the day 
prior to that fixed for payment. When, occasionally, 
this occurs at a quarter end, an awkward statistical 
problem emerges. If the authorities have excluded the 
funds from the quarter-end figures for official inter-
national reserves their existence must be taken account 
of somewhere else in the balance of payments, e.g., 
with other holdings, where their significance is likely 
to be misunderstood, or alternatively the debt may be 
shown as having been retired in the quarter preceding 
the maturity or call date. Neither alternative is found 
attractive by statisticians. The practices followed have 
in fact varied and on at least one occasion a redemption 
account balance was left in the official reserve data 
until the liability in respect of which it had been es-
tab lished was actually due. 

There were two sets of circumstances during 
exchange control in Canada in which the figures used 
statistically for official reserve movements were not 
cOnsistent technically with the holdings. It has been 
noted that the data for 1040 and 141 were constructed  

on the basis that holdings subsequently acquired by the 
authorities under the Foreign Exchange Acquisition 
Order, whose use had previously been subject to control, 
were already official assets. The second related to the 
treatment of a substantial float item at the end of 
September 1950 and is described further in the note in 
Part VII dealing with transactions in foreign currencies. 

For a description of gold holdings, see series K4 
(1961 on), KS and K6. 

From 1946 Canada normally had a net reserve 
position with the International Monetary Fund which 
was shown as item K2. This position was not included 
in releases of the total of Canada's official international 
reserves until 1970, although Canada's net creditor 
position was noted. For a further description, see 
series K4 (1961 on), KS and K6. 

Sources and Methods 
The series are constructed from official sources. 

Evaluation 
Subject to the qualifications given in the des-

cription above, the series are accurate and complete. 

Change in Coverage of Official International Reserves 
Introduced in 1970 and Carried Back Statistically to 
1961 

The release issued by the Minister of Finance on 
February 3, 1970 covering the level and composition 
of Canada's offIcial international reserves introduced 
changes in coverage. Some of these, such as the inclusion 
of sterling and the regular reporting of Canada's position 
with the International Monetary Fund, had already been 
taken into the group of monetary movements covered 
in items Ki, K2 and K3. There were, however, other 
smaller changes and the new series were extended for 
statistical purposes back to 1961. 

Accordingly back to the beginning of that year 
a new series K4, Net official international monetary 
movements - official international reserves, was con-
structed to reflect flows corresponding to the new 
coverage. 

In addition to accounts formerly shown in item 
Ki, Change in official holdings of gold and foreign 
exchange, series K4 includes deposit balances of foreign 
currencies other than the United States dollar which 
were defined as convertible by the IMF and held by the 
Exchange Fund Account, the Receiver General and 
the Bank of Canada. These convertible currencies were 
previously included in item D60 of the balance of 
payments with the exception of sterling which had 
consistently been included with the reserves in balance 
of payments statements. Moreover the Bank of Canada's 
liquid foreign currency assets were thenceforth included 
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in official international reserves without deduction of 
the Bank's foreign currency liabilities to non-residents. 
Formerly only the net holdings were included. (Under 
the new treatment these liabilities form a part of item 
KS.) 

The Minister also included as part of the reserves 
the whole of Canada's reserve position in the IMF which 
is defmed as the amount of foreign exchange that 
Canada is entitled to draw from the Fund on demand 
for balance of payments purposes. The monthly state-
ment of Canada's official reserves had previously treated 
as equivalent to reserves only that part of the reserve 
position in the Fund called the net creditor position, 
which is the amount of credit Canada had provided 
to other countries through the IMF. The balance of 
payments presentation had, however, included the 
whole of the reserve position in the LMF in series K2 
Changes in net International Monetary Fund position. 
This asset now forms part of item K4. (Item K2 had also 
included Canada's net liability to the IMF when that 
institution held Canadian dollars in excess of 100% of 
Canada's quota. This situation has only occurred in 
the exchange crisis of 1962 and the period immediately 
following when the liability incurred was being liqui-
dated. in the new presentation liabilities of this type 
were included in item KS.) 

These changes coincided with the introduction 
of Special Drawing Rights in 1970, which were in-
cluded among the official international reserves covered 
in series K4. 

Table 25 in The Grnadian Balance of International 
Payments, 1965- 70 (Catalogue 67-201) showed changes 
in reserves on the new basis back to 1961 and also 
indicated the net effects of the change on other accounts 
in the balance of payments. 

Flows representing changes in liabilities associated 
with the official international reserves were grouped in 
a new series K5. This covers the Bank of Canada's 
foreign currency liabilities to non-residents (formerly 
netted out against assets in item Kl), Canada's net 
liability to the International Monetary Fund if that 
institution held Canadian dollars in excess of 100% of 
Canada's quota (formerly included in item K2) and 
amounts previously shown under item K3, designated 
successively as "Other special international financial 
assistance" and "Reciprocal swap facility with Federal 
Reserve System", and currently described as "Reported 
use of central bank reciprocal credit facilities". 

Linkages and Relationships 
CANSIM Databank Series - These are listed in 

Appendix 1. 

EMF Balance of Payments Manual, Third Edition 
(1961 ) 	f:h!c \ ((1hI l3ilancc of,  Rivinents Sum- 

mary) and Table B (Regional Balance of Payments 
Summary), Part 2 (Movements of Capital and Monetary 
Gold), Central Monetary Institutions Items 15.2 Market-
able assets, 15.3 Deposits (foreign currency component) 
and 15.6 Gold (for K!), 15.1 Accounts with IMF (for 
1(2), and 15.5 Other foreign assets and liabilities (for 
K3). 

Table XV Gold Holdings and Foreign Assets and 
Liabilities of Central Monetary Institutions. 

IMF/OECD Common Reporting System (Ap-
pendix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C 
(Capital and monetary gold), Central monetary institu-
tions 15.4 Other freely usable assets, and 15.2 Gold, 
less 15.6 Liabilities to official (foreign currency com-
ponent) for 1(1, 15.1 Accounts with IMF (for 1(2) 
and 15.9 Other foreign assets and liabilities (for K3). 

Modified Table XV Gold Holdings and Foreign 
Assets and Liabilities of Central Monetary Institutions, 
lines 2, 7.2 and 8 less 14 (foreign currency component) 
for Kl, lines 4 to 6 for K2 and line 18 for 1(3. 

National Income and Expenditure Accounts 
(Catalogues 13-001 and 13.201) - Not relevant. 

Financial Flow Accounts (Catalogue 13.002) - 
Official international reserves (category 3210) less 
Official monetary reserve offsets (category 2700) 
of Rest of World (sector Xlii). 

Series Availability 
KI, K2, K3 —Annually and quarterly from 1946 

through 1960. Item K4 provides total for 1927 through 
1960, but data for 1927 through 1939 are not com-
parable (see Description section under K4). For 1940 
through 1945 items 1(2 and K3 would be nil, and K4 
accordingly equivalent to KI. (Comparable data through 
the third quarter of 1969 were published in contem-
porary reports, and may be derived for the fourth 
quarter of 1969 from the quarterly report for that 
period.) For the current coverage see the section on K4, 
K5 and K6, from 1961 on. 

K4 - Annually from 1926 and quarterly from 
1946, through 1960. Data for 1927 through 1939 are 
not comparable; see Description section. Data for 1940 
through 1960 comprise total of applicable items Kl, 
K2 and K3. (Comparable data through the third quarter 
of 1969 were published in contemporary reports, and 
may be derived for the fourth quarter of 1969 from 
the quarterly report for that period.) See separate 
section for the current coverage of K4 from 1961 on. 

Supplementary Data 
Canada's Accounts with the lntermitionu] Mon-

1.ir\' lutiti ((:itiI'utic (7-SO_ IIL' I 
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Related Data 
Official Holdings of Gold and United States dollars. 

Release of the Minister of Finance, monthly. 
Government of Canada Summary of Budgetary Reve-

nues and Expenditures, Non-budgetary Trans-
actions and Changes in Unmatured Debt and Current 
Account Cash, monthly. 
reign Exchange Control Board. Reports to the 

\linister of Finance (1946.51). 
Ic port of the Minister of Finance to Parliament on 

he Operations of the Exchange Fund Account in 
accordance with Section 26 of the Currency. Mint 
and I xch:innc Fiiiid \ct. 1 

Public Accounts of Canada, annual. 
Weekly Financial Statistics, Bank of Canada. 
Bank of Canada Statistical Summary, monthly. 

Annual Report of the Governor to the Minister of 
Finance, and Statement of Accounts, Bank of 
Canada. 

Report of the Royal Commission on Banking and 
Finance, 1964. Evidence of the Governor before 
the Royal Commission on Banking and Finance, 
Bank of Canada, n.d. 

International Financial Statistics. International Mone-
1,Ir\ Ftnid. iiwiiidv. 

Net Official Monetary Movements (from 1961) 

('odes 	K4 Official international reserves 
KS Official monetary liabilities 
K6 Net official monetary movements 

(oiicept 
Series K4 covers flows related to changes in 

('.inada's official international reserves, as released at 
iiiIar monthly intervals by the Minister of Finance. 

Series K5 covers flOws related to associated 
ii ies. 

Series K6 covers flows related to net changes in 
(.inada's official international reserves and associated 
liabilities. 

I )escription 
Official international reserves - The series for 

rIicial international reserves is made up of flow equiva-
I'nts of changes in convertible foreign currency holdings 
I the Exchange Fund Account, the Receiver General 
r Canada and the Bank of Canada, gold, Special 

I )iawing Rights, and Canada's reserve position in the 
International Monetary Fund. The assets are valued in 

rms of United States dollars, and the changes are 
pressed in Canadian dollar equivalents as described in 

'art VII. Adjustments are made to eliminate the effects 
on the United States dollar values arising from changes 
in exchange rates. Thus for example, changes in the 
\iIue of SDR.denominated assets in Canada's official 
international reserves arising from the change in the ex-
iiange value of the United States dollar do not appear 

flows in Canada's balance of payments, nor do varia- 
'os in the value of Canada's international reserves 
sing from changes in the exchange value of the Cana. 

ian dollar. (The exchange revaluation effects of some 
i•.dated transactions carried out de facto on the basis of 
lws k racs priir t' ilic nl fileii'n of liii' Itrrn.iIitic  

leading to their reflection in holdings of international 
reserves were similarly removed from the flow data.) 

The major portion of Canada's official holdings of 
United States dollars was invested until 1976 in special 
United States Treasury notes, in accordance with an 
arrangement made in 1968 whereby Canada was exempt 
from most parts of the United States balance of pay-
ments program. These notes are special non-market 
issues of the United States Treasury which, under United 
States balance of payments definitions, do not constitute 
a liquid claim on the United States. No distinction is 
made in practice or for statistical purposes in Canada in 
respect of the types or terms of United States Govern-
ment securities in which Canada's official international 
reserves are employed. (For some years the authorities in 
Canada had additional holdings of special United States 
Treasury obligations acquired under the Columbia River 
Treaty arrangements. These were excluded from Canada's 
official international reserves. They are described under 
series D48 Columbia River Treaty.) 

Monetary gold in the hands of the authorities has 
long been treated as a claim on the rest of the world, 
an external asset forming part of Canada's official inter-
national reserves. Because of its general acceptability 
as a means of international settlement, monetary gold 
has been the equivalent of convertible foreign exchange. 
The process by which new gold production passed into 
the official reserves and the statistical treatment of it 
have been described as the monetisation of gold, meaning 
the "conversion" of non-monetary to monetary gold, 
although the term has historically been associated with 
the relationship between gold and a domestic currency 
base. The process of monetisation in the latter sense 
came to an end when the gold stocks of the Bank of 
Canada were acquired by the Exchange Fund Account 
and the legal gold reserve requirement suspended early 
in the war. Monetisation of gold in the sense of growth 
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production came to an end in March 1968 when separate 
monetary and non-monetary markets were established 
by international agreement among the principal coun-
tries of the world. In the currently published data 
relating to the period since that time non-monetary gold 
has been treated as a commodity. 

The gold component in Canada's official holdings 
was for many years carried in the reserves at holding 
prices designed to reflect the realizable value, i.e., after 
allowance for the potential cost of moving gold to other 
financial centres for eventual resale. This practice was 
discontinued in 1972 when the Exchange Fund Account 
revalued its holdings from an average of about U.S. 
$34.90 per fine ounce to the newly established United 
States price of U.S. $38. The revaluation was recorded 
in May following the completion by the United States 
authorities of the formalities associated with the change 
in gold parity of the United States dollar. 

There was a further increase in the price of gold to 
U.S. $42.22 per fine ounce in October 1973, and further 
variations in price from July 1, 1974 when it was linked 
through the SDR to a "basket" of 16 currencies. None 
of these revaluations were reflected in the flows recorded 
in series K4. 

The existence of a small inventory of refined gold 
held at the Royal Canadian Mint awaiting disposition 
was noted in the description of series A3 Gold produc-
tion available for export. Such gold was not regarded as 
a foreign asset even prior to the establishment of non-
monetary and monetary gold markets. Exceptionally, on 
a temporary basis from April 1968 to the end of 1972, 
such gold together with other new gold production in 
the hands of the authorities for disposition in the non-
monetary market was included as a foreign asset - 
official holdings of non-monetary gold - in item D65. 
After the introduction of the revised treatment of new 
gold production in 1973 retroactively to April 1968 
these holdings were designated as domestic assets. It 
may be noted that holdings of gold at the Mint have not 
always been valued at the same prices applied to Canada's 
international reserves. Until 1951 bullion at the Mint 
was valued at a statutory price of Cdn. $20.67 per fine 
ounce. 

Special Drawing Rights first appeared as a compo-
nent in Canada's official international reserves following 
the initial issue of them by the International Monetary 
Fund in January 1970. While holdings of SDRs are 
regarded as reserve assets, liabilities associated with their 
original allocation are not regarded as reserve liabilities 
but appear as a separate series J - Allocation of Special 
Drawing Rights. SDRs were linked until mid-1974 to 
gold and thereafter to a "basket" of 16 currencies. 

Canada's reserve position in the International 
Monetary Fund is also an SDR-denominated asset. It 
represents the amount of foreign exchange that Canada 

is entitled to draw from the Fund ondem.nd..iQLbal-
ance of - pyments purposes. Each member of the IMF 
has a "quota", generally subscribed 25% in gold and the 
balance in its own currency. Quotas have been increased 
on several occasions since the Fund was established in 
1945 and Canada's quota is currently 1,100 million 
expressed in Special Drawing Rights. The normative 
situation with respect to Canada's General Account with 
the IMF is accordingly 

Millions of 
SDRs 

Subscribed in gold ..................275 

	

Subscribed in Canadian dollars . . . . . . . . . . 	825 
Total subscription = quota ........... 1 ,100 

Canada's net asset, or reserve position, in the IMF 
would thus be made up as follows: 

Millions of 
SDRs 

Asset: 

	

Subscription . . . . . . . . . . . . . . . . . . . . 	1,100 

Liabilities: 
Canadian dollars held by IMF, mainly in 

the form of interest-free demand notes. 	825 

JNet asset or reserve position ......... 275 

This final figure represents the net amount of re-
sources provided by Canada to the Fund, and Canada is 
entitled to draw it from the Fund on demand for bal-
ance of payments purposes. 

- / 	When the Fund makes available to other countries 
(resources from its Canadian dollar holdings, Canada's 
liabilities to it drop and Canada's net asset or reserve 

I position rises, When amounts are repaid to the Fund in 
Canadian dollars Canada's position falls. If Canada has 
occasion to make use of the Fund's resources, it pur-
chases from the Fund foreign currencies against Canadian 
dollars. Canada's liabilities to the Fund are thereby 
increased and the net asset is reduced. If the Fund's 
holdings of Canadian dollars exceed 100% of Canada's 
quota, Canada's reserve position with the Fund has been 
entirely withdrawn, and any net liability constitutes a 
use of IMF credit (which appears in series K5 rather than 
K4). 

Member countries are required to maintain the 
SDR value of their subscriptions to the Fund. Accord-
ingly if, due to exchange rate changes, the SDR equiva-
lent of the Fund's holdings of Canadian dollars is re-
duced, Canada must make available sufficient Canadian 
dollars to restore the value. Correspondingly if the SDR 
value of the Fund's holdings of Canadian dollars rises 
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because of exchange rate changes, repayments are made 
to Canada. These valuation adjustments, which in terms 
of Canadian funds affect equally both the cost of 
Canada's subscription to the Fund and its liabilities to 
the Fund, may be thought of as being offset within 
Canada's reserve position with the IMF, although they 
are explicit in the Government's accounts. 

This very summary description has dealt with the 
general structure of the accounts with the Fund, but has 
not covered a number of other aspects such as the effects 
of earnings, or of the General Arrangements to Borrow, 
under which the resources of the Fund may be extended 
by borrowing from specific member countries, in which 
Canada has participated. Nor has it described the condi-
tions pertaining to the use of IMF credit and to the res-
toration of reserve positions. 

Official monetary liabilities - The series for official 
monetary liabilities (KS) covers three types of transac-
tions directly related to the level of Canada's official 
international reserves: the use of 1MF credit, foreign ex-
change deposit liabilities of the Bank of Canada to non-
residents, and the reported use of central bank reciprocal 
credit facilities. Each of these has already been described. 
Each, it will be noted, is basically of a short-term nature. 
Other directly related liabilities, for example long-term 
debt issues placed abroad specifically to enlarge Canada's 
official international reserves, are not, however, included 
as official monetary liabilities. 

When Canada experienced foreign exchange diffi-
culties in 1962 and again in 1968 international financial 
assistance was made available to it through the Inter -
national Monetary Fund and through central bank recip-
rocal credit facilities. The first involved in 1962 the 
elimination of Canada's reserve position in the IMF and 
additional use of IMF credit. In 1968 Canada did not 
make use of IMF credit but did draw down the full 
amount of its reserve position. Apart from the resources 
made available through transactions with the Fund, 
Canada received support from other central banks under 
reciprocal credit facilities. These banks made available 
United States funds on a swap basis in exchange for 
Canadian funds, with the transactions to be reversed at 
i lie same exchange rate after a fixed but renewable term. 
The United States funds received from the foreign central 
banks became a part of Canada's official holdings of gold 
and United States dollars. The Bank of Canada was un-
able under law until the 1967 revision to the Bank Act 
to pay interest and in order that the foreign central 
banks might receive interest on the funds provided, the 
Bank had earlier adopted a technique of setting aside 
(;vernment of Canada securities for them against 
money employed" balances. Such balances did not 

appear on the Bank's statements of assets and liabilities. 
This method of handling "money employed" balances 
was not discontinued until 1974. Under normal proce-
dures the acquisition of Canadian securities by non-
residents would have appeared as a capital in how arising  

from the sale of Government of Canada securities. This 
would have obscured both the assistance provided and, 
to a considerable degree, the need for it. Accordingly the 
balances in money employed accounts arising out of the 
reported use of central bank reciprocal credit facilities 
have been isolated and shown separately with official 
monetary movements in series K5. 

In both 1962 and 1968 a small statistical residual 
remained following the full repayment of the facilities, 
arising out of the exchange conversion procedure fol-
lowed in the construction of the estimates. This is 
described in the note in Part VII on transactions in 
foreign currencies. 

It may be useful to record here that Canada has 
,also provided assistance to other foreign central banks. 
In the case of Canada, however, this has normally been 
accomplished by redeposit with the other central banks 
of a part of Canada's official holdings of United States 
dollars. Thus, for example, in September 1968 the Ex- 
change Fund Account made a deposit of U.S. $100 
million under a bilateral arrangement entered into 
between the Bank of Canada and the Bank of England 
in the context of an intercentral bank group facility 
arranged in November 1967. On other occasions deposits 
have been made by the Bank of Canada which purchased 
on a swap basis from the Exchange Fund Account the 
United States dollars required for the purpose. This was 
the case, for example, with respect to credits to help 
France deal with the exchange difficulties encountered 
in the course of 1969. 

The existence of such redeposits by the Bank of 
Canada at times serves to explain large changes in the 
holdings of foreign currency assets by the Bank. But 
changes may also reflect swap transactions between the 
Exchange Fund and the Bank of Canada relating to the 
Bank's cash management operations,38  or they may 
reflect funds accruing to the Exchange Fund Account 
which, at the balance sheet date, had not been invested 
in United States Government securities held directly by 
the Exchange Fund Account. The nature of the asset 
holding - whether in the form of a deposit or of securi-
ties - is sometimes a clue to the underlying nature of 
the transactions. 

Forward transactions do not directly affect the 
figures appearing in balance of payments statements. 
There is, however, some discussion of them in the note 
on transactions on foreign currencies in Part VII. It has 
been the practice of the authorities to provide informa-
tion about the amounts at month end of net outstanding 
United States dollar overnight and forward contracts of 

38 For a description of this type of transaction see page 
32 of the Annual Report of the Governor of the Bank of Canada 
to the Minister of Finance and Statement of Accounts for the 
year 1973, and Technical Note on Temporary Bank of Canada - 
Exchange Fund Swaps, in the Bank of Canada Review, July 
Ic-,-, 



- 182 - 

the Exchange Fund Account and the Bank of Canada 
that affect the total of official reserves. These will be 
found in the reports to Parliament on the operations of 
the Exchange Fund Account and are also reproduced 
annually in the Bank of Canada Review. 

The series K6 is, of course, merely the net balance 
of K4 and KS. 

Publication of the regional distribution of series 
K4, K5 and K6 covering net official monetary move-
ments is normally delayed until the release by the 
Minister of Finance of the Annual Report of Operations 
of the Exchange Fund Account, in order not to reveal 
on a current basis the existence or extent of official 
international assistance. In regional statements, move-
ments in official holdings of gold were allocated to the 
United States account until the end of the first quarter 
of 1968. Thereafter they have been allocated to the 
"All Other" group of countries and institutions. Canada's 
transactions with the IMF, including holdings of SDRS, 
are also included with the "All Other" group. 

Sources and Methods 
The series are constructed from official sources. 

Evaluation 
Subject to minor valuation problems, some incon-

sistency in the handling of redemption accounts, and the 
geographical discontinuity in the allocation of monetary 
gold at the end of the first quarter of 1968, all of which 
are described above, the series are accurate and complete. 

Linkages and Relationships 
CANSIM Databank Series - These series are listed 

in Appendix 1. 

IMF Balance of Payments Manual, Third Edition 
(1961) - Table A (Global Balance of Payments Sum-
mary) and Table B (Regional Balance of Payments Sum-
mary), Part 2 (Movements of Capital and Monetary 
Gold) Central Monetary Institutions Items 15.1 Accounts 
with IMF (when positive), 15.2 Marketable assets, 15.3 
Deposits (foreign currency assets) and 15.6 Gold, for 
K4, and 15.1 Accounts with IMF (when negative), 15.3 
Deposits (foreign currency liability) and 15.5 Other 
foreign liabilities, for KS. 

Table XV Gold Holdings and Foreign Assets and 
Liabilities of Central Monetary Institutions. 

IMF/OECD Common Reporting System (Appen-
dix 6) - Global Balance of Payments Summary and 
Regional Balance of Payments Summary, Item C (Capital 
and monetary gold), Central Monetary Institutions 15.1 
Accounts with JMF, 15.2 Gold, 15.3 SDR holdings and 
15.4 Other freely usable assets, for K4; and 15.1 Ac-
counts with IMF, 15.6 Liabilities to official (foreign 
currency component) and 15.9 Other foreign liabilities, 
for KS. 

Modified Table XV Gold Holdings and Foreign 
Assets and Liabilities of Central Monetary Institutions, 
lines 2, 4, 5, 6, 7.2 and 8 for K4 and lines 14 (foreign 
currency component) and 18 for KS. 

National Income and Expenditure Accounts (Cata-
logues 13.001 and 13-201) - Not relevant. 

Financial Flow Accounts (Catalogue 13-002) - 
Official international reserves (category 3210) less 
Official monetary reserve offsets (category 2700) of 
Rest of World (sector XIII) 

Series Availability 
Annually and qtiarlcilv from I °(,l Sec K4 ( 1). - 

60) for earlier data. 

Supplementary Data 
Canada's General Act.ouiit with the lnteriiationa I 
Monetary Fund (Catalogue 67-001, table number 
varies, and Catalogue 67-201, Table 27 in issues for 
1965-70 and 1971, Tables 28 and 29 in issue for 
1972). 
Canada's Accounts with the Intermit jonah Monet arv 
Fund (Catalogue 67-505, Table 11). 
Canada's Official International Monetary Assets and 
Liabilities (Catalogue 67-001, table number varies, and 
Catalogue 67-201 Tables 24-26 in issues for 1965 
and 1971,  Tables 26, 27 and 30 in issue for 1972). 
Extension of concept of official international reservc 
1970 with data back to 1961 (Cataloctiie 6-4O I 
Fourth Quarter 1969, p. 25 and Catalocuc 
1965-70. Tahh' 2t. 

Related Data 
Canadian sources - The hollowing notes relate the 

level and composition of Canada's official international 
reserves, as announced monthly by the Minister oh 
Finance, to other Canadian source data publicly avail-
able. The figures used for illustrative purpt-cs iire thiosC 
at the end of 1974. 

The data for December 	4 
January 3, 1975, were as follows: 

Foreign currencies 
UnitedStatesdolL 	 7. 
Other2 ..................12.9 	3,780.6 

Gold ..................... 940.7 
Special Drawing Rights 574.7 
Reserve Position in the Internation- 

al Monetary Fund 	 5 29. 7  
Total .................. 5,825.3 

1 Convertible foreign currency holdings of the Exchang 
Fund Account, the Receiver General for Canada and the Bank 
of Canada. 

2 \'allR'd at fflcial rateq in terim of United Statec dollat-, 
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The total of U.S. $3,780.6 million for foreign currencies is identifiable as follows: 

Millions 
of 

Cdn. 
dollars 

Millions 
of 

U.S. 
dollars 

Exchange Fund Account 
From Appendix II and Table II in the Report of Assets valued in United States dollars: 

the Minister of Finance to Parliament on the Operations 1.5 of the Exchange Fund Account for the 12 months Cash on deposit ...................... 
United States Treasury bills and bonds at cost, ending on the 31st day of December 1974 in accordance with accrued interest 726.0 with Section 17 of the Currency and Exchange Act United States special Treasury notes at cost, with 

2,389.6 
International 	Bank for Reconstruction and De- 

accrued interest ..................... 

velopment bonds at cost, with accrued interest 59.3 

International Monetary Fund: 

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

578.1 
173.8 
940.7 Gold ............................

Total .......................... 4,869.1 

Special Drawing Rights................. 

Deduct items shown later: 
International Monetary Fund: 

574.3 
Notes (excluding accrued interest of $38 mil- 

lion on SDRs purchased and on IMF notes of 
172.2 
940.7 

Total .......................... 3,181.9 

Bank of Canada 
From Statement of Assets and Liabilities in An- 

Special Drawing Rights................. 

Deposits in foreign currencies: 
nual Report of the Governor to the Minister of Finance, 

Notes........................... 

$1.6 million)...................... 

7.7 and Statement of Accounts, for the year 1974 

Gold ............................ 

Pounds sterling and United States dollars ....... 
Other currencies...................... 0.3 
Securities issued by the United Kingdom and the 

United States of America 	............... 570,0 

Deduct: 

Liabilities in foreign currencies to Government of 
1.7 

576.4 
Total, expressed in United States funds 581.9 

Government of Canada 

Canada .......................... 

From Table un Statement of Financial Operations 

Total, expressed in Canadian funds .......... 

10.1 
for December 1974 and the first nine months of the cur- Total, expressed in United States funds 10.2 rent fiscal year 

Current account cash in foreign currencies........ 

Total ......................... 3,774.0 

The short-fall of U.S. $6.6 million between this 
total of $3,774.0 million and the total of $3,780.6 mil-
lion shown in the official release is not identifiable from 
publicly available sources, but the Bank of Canada bal-
ance sheet does not segregate by currency accrued 
interest on its investments. It may be presumed that 
this would be included in the total of official inter-
national reserves, and contributes to the difference. 
Because of the early publication of reserve data some 
revisions in the balances of operating accounts may also  

occur between the announcement of reserve levels and 
the publication of accounting statements. 

The figures of U.S. $940.7 million for gold and 
U.S. $574.3 million for holdings of Special Drawing 
Rights have already been identified in the material, 
above. 

The figure of U.S. $529.7 million for Canada's 
reserve position in the International Monetary Fund 
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cannot be readily identified from publicly available 
accounting sources, although it can be readily linked to 
Table 65, International Monetary Fund Accounts with 
Canada, in the Bank of Canada Review 39  and the tables 
covering Canada's General Account with the Interna-
tional Monetary Fund, in Quarterly Estimates of the 
Canadian Balance of International Payments (Catalogue 
67-001). 

These tables which show the derivation of the 
position are expressed in terms of Special Drawing 
Rights. The reserve position of SDRs 432.6 million 
(including IMF notes) shown at December 31, 1974 was 
equivalent at that time to U.S. $529.7 million (based on 
the ratio U.S. $1 = 0.817 SDR). 

The series for Canada's reserve position in the 
International Monetary Fund can also be linked to the 
government's accounting records at the fiscal year end, 
but it is necessary to exclude the notes representing 
loans made to the IMF through the Exchange Fund 
Account: 

31 March 1975 	Expressed in millions 

	

SDRs 	U.S. dollars 

	

Reserve position in the IMF. . . - 494.4 	616.7 

	

Less notes ...............191.3 	238.6 

	

Net ..................303.1 	378.1 

On the Government of Canada Statement of Assets 
and Liabilities as at March 31, 1975 included in the 
Public Accounts of Canada, Canada's accounts with the 
International Monetary Fund are shown as follows: 

Millions 
of Cdn. 
dollars 

Assets: 
Canada's subscription to capital of the Inter- 

	

national Monetary Fund . . . . . . . . 	. . . . 	1,253.0 

Liabilities: 
Non-interest-bearing notes payable to the 

International Monetary Fund .........916.0 
Net asset.......................337.0 

The United States dollar equivalent of this figure 
was U.S. $336.4 million. Canada's reserve position in the 
International Monetary Fund excluding notes as of 
March 31, 1975, expressed in the United States funds, 
was $378.1 million. The difference is largely due to 
carrying the subscription to the Fund, amounting to 
SDR 1,100 million, at a cost of Cdn. $1,253 million 

liii jj I % 	77  

in contrast to its Canadian dollar equivalent of $1,374 
million at the balance sheet date. If this figure is substi-
tuted, one derives the following; 

Millions of Cdn. dollars 

Asset.................. 1,374.6 
Liability ............... 916.0 
Net asset .............. 458.6 

The United States dollar equivalent of this figure 
was $457.7 million. The difference between this and 
$378.1 million would be accounted for inter alia by 
other Canadian dollar claims of the International Mone-
tary Fund in Canada and by pending adjustments 
(subsequently made in June 1975) related to the main-
tenance of the SDR value of Canada's subscription. 

Non-Canadian source data - Statistics appearing 
in the Treasury Bulletin published monthly by the United 
States Treasury Department naturally reflect large parts 
of Canada's official international reserves. 

Table IFS-3 reports United States liquid and other 
liabilities to foreign official institutions. These are 
described inter alia to include liabilities (short and long 
term) to official institutions of foreign countries, as 
reported by banks in the United States, and foreign 
official holdings of marketable and non-marketable 
United States Government securities with an original 
maturity of more than one year, except for non-market-
able notes issued to foreign official non-reserve agencies. 
(The reference to foreign official non-reserve agencies 
presumably included the obligations acquired by Canada 
under the Columbia River Treaty arrangements - see 
D48.) Table IFS4 reports non-marketable United States 
Treasury bonds and notes issued to official institultatis 
of foreign countries. 

The figures given for Canada for December 31 
1974 in Tables IFS-3 and IFS-4 were U.S. $3,665 millton 
and U.S. $2,540 million respectively. We have already 
seen that the Exchange Fund Account had United States 
special Treasury notes at cost with accrued interest 
aggregating U.S. $2,390 million. If one may presume 
that the difference of $150 million represented accrued 
interest, this amount might be added to the figure 
reported in IFS-3 to bring it to U.S. $3,815 million. To 
This might be added $12.9 million for official holdings 
of foreign currencies other than United States dollars. 
$59.3 million for securities of the IBRD, and $3.7 mil-
lion for accrued interest on SDRs purchased. This would 
produce a total of U.S. $3,891 million to relate to the 
reported foreign currency element of Canada's official 
international reserves of $3,781 million. Factors which 
might serve in explaining the difference would include 
differences in the carrying values of securities in the two 
series, including possibly some accrued interest and 

JsI!N1 	iid ,IIIV 	a:ii. 
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Table CM-I4 provides data on short-term liabilities 
to foreigners reported by banks in the United States, by 
type and country showing separately those payable in 
United States dollars to foreign banks and official insti-
tutions. It gives the following figures for December 31, 
1974 for Canada. 

Millions of 
U.S. dollars 

Deposits .......................284 
United States Treasury bills and certificates 451 
Negotiable time certificates of deposit and 

other shoi-t-term liabilities ..........2,042 

	

Total short term . . . . . . . . . . . . . . . . . 	2,777 

To this may be added the following non-market-
able and long-term claims 

Millions of 
U.S. dollars 

Non-marketable United States Treasury 
bonds and notes issued to Canada, as per 

	

Table IFS-4 . . . . . . . . . . . . . . . . . . . . 	2,540 

Accrued interest as indicated above 	 150 

Long-term liabilities to Canadians reported 
by Banks in the United States, as per 
Table CM4.7...................19 

Estimated official and private Canadian 
holdings of marketable long-term Treas-
ury securities reported by banks and 
brokers in the United States, as per 
Table CM-V-4 . . . . . . . . . . . . . . . . . . . 713 

	

Total non-marketable and long term. . . . 	3,422 

Total short- and long-term claims by Canada 
tcpoi ted by United States banks (with identified accrued 
interest) of $6,199 million are indicated. Eliminating the 
omponent of $3,815 million derived earlier for official 

lildings, there remains $2,384 million for holdings 
utside the official sector. The total of United States 

illar claims on United States banks booked by char-
tcrcd banks in Canada, as reported in the Bank of 
(iinada Review, was Cdn. $2,416 million, equivalent to 
I S. $2,437 million. The remaining difference of U.S. 

3 million would reflect variations in carrying values  

(apart from the specific allowance made), holdings of 
United States Treasury issues by other Canadians, and 
float. 

Isolation of the security components indicates that 
Canada's holdings of short-term and non-marketable 
United States Treasury issues, as reported by United 
States sources, are less than the sum of the United States 
securities reported to be held by the Canadian authori-
ties. The specific description in the Canadian balance 
sheets would not preclude holdings of United States 
Treasury securities with an original maturity of more 
than one year which are classified as long term in the 
United States Treasury source. No such distinction is 
made either in practice or for statistical purposes in 
respect of components of Canada's official international 
reserves. 

References 
Official International Reserves. Release of the Minister 
of Finance, monthly. 
Government of Canada Statement of Financial Opera-
tions, monthly. 
Report of the Minister of Finance to Parliament on the 
Operations of the Exchange Fund Account in accord. 
ance with Section 17 of the Currency and Exchange 
Act (until 1971 Section 26 of the Currency, Mint and 
Exchange Fund Act), annual. 
Public Accounts of Canada, annual. 
Weekly Financial Statistics. Bank of Canada. 
Bank of Canada Review, monthly. 
Annual Report of the Governor to the Minister of 
Finance, and Statement of Accounts. Bank of Canada. 
Report of the Royal Commission on Banking and 
Finance, 1964. 
Evidence of the Governor before the Royal Commis-
sion on Banking and Finance. Bank of Canada, n.d. 
International Financial Statistics. International Mone-
tary Fund, monthly. 
How the Canadian Money Supply is affected by 
various banking and financial transactions and develop-
ments - A set of illustrations. Fourth Edition (Re-
printed Autumn 1973.) Economic Research Depart-
ment, The Royal Bank of Canada, Montréal. 
Technical Note on Temporary Bank of Canada - Ex-
change Fund Swaps. Bank of Canada Review. July 
1Q77. 





PART IV 

CANADA'S INTERNATIONAL INVESTMENT POSITION 





LIST OF CONTENTS 

lktge 
191 

(inada's 	Assets.................................................... 191 
I )irect 	Investment Abroad 	........................................... 192 
I'ortfoho Investment Abroad.......................................... 195 
\liscellaneous Investment Abroad 	...................................... 199 
;ivernment of Canada Credits 	........................................ 201 

(,overnment of Canada Subscriptions to International Financial Agencies ............ 202 
Net Official Monetary Assets.......................................... 203 
Other Canadian Short-term Holdings of Foreign Exchange ...................... 204 
short-term Receivables, n.i.e . 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 204 

inada's Liabilities .................................................205 
Foreign Direct Investment in Canada ....................................205 
(;)vernment Bonds ................................................213 
Other Portfolio Investment...........................................214 
\tiscellaneous Investment ............................................215 
Non-resident Equity in Canadian Assets Abroad .............................216 
Official SDR Liabilities .............................................217 
Non-resident Holdings of Canadian Dollars ................................217 
hort-terrn Finance Company Obligations .................................218 

Short -terni Pavahles. n 1 .' ........................................ 1 S 





Introduction 
Canada's summary balance of international indebt-

edness is normally presented in the form shown below in 
Table IV.l (with some additional geographical detail 
which is not listed). The discussion of the individual 
components which will be found in this Part follows the 
order of the table. 

TABLE WI. Canada's Balance of 
International Indebtedness 

Canada's assets 
Direct investment 
Portfolio investment 
Miscellaneous investment 
Government of Canada credits 
Government of Canada subscriptions to international 

financial agencies 
Canadian long-term investment abroad 

Net official monetary assets 
Other Canadian short-term holdings of foreign ex-

change 
Short-term receivables, n.i.e. 

Gross assets 

Canada's liabilities 
Direct investment 
Government bonds 
Other portfolio investment 
Miscellaneous investment 

Foreign long-term investment in Canada 
Non-resident equity in Canadian assets abroad 
()uuieial SDR liabilities 

1 otal long-term liabilities 
Non-resident holdings of Canadian dollars 
Sliortterm payables, n.i.e.: 

1 inance company obligations 
Other 

Gross liabilities 

aitadas net international indebtedness 

Data covering Canada's international investment 
p%\ition in summary form for 1926, 1930, 1933, 1939, 
145, 1950, 1955, 1960, and 1965 through 1974 are 
hund in Table I of Canada's international Investment 
l)ofl(,l. Is) 4 ((' ialoue s)7-2(j2 f. Data for the inter- 

vening years between 1960 and 1965 are found in Table 
I of the corresponding volume for 1968 -70 (Catalogue 
67-202). For years between 1945 and 1960, refer to 
Table I in the 1926-67 edition (Catalogue 67.202). 

The Foreign Investment Review Agency, P.O. Box 
2800, Postal Station "D", Ottawa, Canada, K1P 6A5 
makes available without charge Compendium of 
Statistics on Foreign Investment (FIRA Papers No. 4, 
May 1978) based largely on published Statistics Canada 
data. 

The distinction between long-term and short-
term capital in Canada's international investment posi-
tion, as in the balance of payments, is based upon 
probable behaviour rather than on the nominal form of 
the claim. Respondents are asked to classify as long-
term those claims which are intended or likely to remain 
outstanding for more than one year from the date 
incurred. This concept has proved more meaningful than 
adherence to the strict form of claims, because demand 
obligations or open-account claims are frequently 
applied in parent company -sub sid iary accounting to 
capital having an essentially long-term function. In 
general, therefore, the definition adopted approximates 
capital employed both in fixed assets and in a more 
or less "permanent" level of working capital. 

Because of the use of nominees and other inter-
mediaries, some investments may be attributed in-
correctly. Due to the locations of such intermediaries 
in relation to the area distributions employed in presen-
tation of the data, it is particularly likely that some of 
the investment attributed to the United States or to the 
United Kingdom should be attributed to other countries. 

Components of Canada's international investment 
position may be aggregated in a number of ways to 
facilitate analysis of different aspects of Canada's inter-
national economic and financial relationships. There 
could be special interest in distinguishing long-term and 
short-term components, or components providing for 
contractual repayment, or those carrying service obliga-
tions in foreign currency at a predetermined rate, or in 
the range of yields (immediate or accrued) attaching to 
their term and liquidity, or in their division between the 
private and public sectors. Each of these might have 
meaning in the context of a particular study. While it is 
not possible to compile all the components of Canada's 
international investment position in such a way as to 
permit precise classifications on all these bases, a great 
many combinations to meet particular purposes are 
possible using the variety of detail published - 

Canada's Assets 

A suiiiiiarv of Canadian long-term investments 
abroad, classilled geographically, is available as follows: 

P)04 fhwt j t ,1 h 10 	I able 2 in Canada's lnterna- 
tional Investment Position, 1974 
(atalogue 67-202) 

1949, 1952 and 
1958 

1945, 1951, 1960 
and 1962 through 
1965 

Table 2 in Canada's lntei-na-
tional Investment Position, 1971 - 
73 (Catalogue 67-202) 
Table 2 in Canada's Interna-
tional Investment Position, 1968-
1970 (Catalogue 67-202) 
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1926, 1930, 1939 	Table XXIII in Canada's Inter- 
and intervening 	national Investment Position, 
years between 	1926- 1967 (Catalogue 67-202) 
1945 and 1962 
1926 through 1937 	Table 3 in the Canadian Balance 
(unrevised) 	of International Payments, A 

Study of Methods and Results 
(Catalogue 67-D-52) 

1925 -26 (unrevised) Capital Investments by Britain 
and Foreign Countries in Canada 
and Capital Investments by 
Canadians in Other Countries, 
1927 (Catalogue 67-D-51) 

Direct Investment Abroad 

Concept and description - The concept of direct 
investment abroad employed in statistics of Canada's 
international investment position is the book value of 
long-term investment abroad owned by the controlling 
or principal owners resident in Canada. The concept of 
control is described briefly under series D21 and D25 in 
Part III. The basis of valuation is described in Part VII. 

In principle, capital flows for Canadian direct 
investment abroad, described under series D25 in Part 
III, relate to the same investments shown as Canadian 
direct investment abroad in the investment position. 
Differences between the flows and the changes in the 
book value of the investments arise, inter alia, from 
fluctuations in exchange rates, from undistributed 
earnings, from unidentified effects of variations in the 
time periods covered by reports, and from occasional 
instances of corporate reorganizations and of the migra-
tion of principal owners or shifts between direct and 
portfolio investment arising from changing international 
ownerships. 

In the case of Canadian direct investment abroad 
there is a significant non-resident equity which arises 
through foreign investment in the Canadian parent 
companies. The existence of this equity does not affect 
the total of Canada's external assets, but is recognized 
as a liability in the category covering non-resident 
equity in Canadian assets abroad which is described later 
in this Part. 

There are a number of cases in which Canadian 
companies serve purely as legal intermediaries in the 
ownership of investments in another country by persons 
or corporations resident outside Canada. The impact 
of these companies on the Canadian balance of pay-
ments, and indeed on the Canadian economy, is minimal. 
As described in the note on "Residency, Non-resident 
Canadian Companies and Other Special Situations" 
which will be found in Part VII, these investments  

are, insofar as possible, excluded from statistics of 
Canada's international investment position. 

Some special considerations apply also to the 
treatment of financial institutions. In the case of Cana-
dian banks, their investments in banking operations 
through branches, agencies, wholly-owned subsidiaries, 
and non-controlled affiliates are covered in the separate 
asset series for other Canadian short-term holdings of 
foreign exchange, described below. Their investments 
in partly-owned but controlled corporations and in 
wholly-owned subsidiaries engaged in providing trust 
services or in the holding of real estate are, however, 
treated as direct investment. Beginning with 1974, the 
investments of banks in foreign premises, which are 
not held through separate corporations, are included 
with miscellaneous investments abroad. 

Sources and methods - The basic source of the 
series for the book value of long-term Canadian direct 
investment abroad is the schedule BP-59, Capital in-
vested abroad by Canadian enterprises. 1  Section A of 
this return provides details of direct investment abroad 
whether in subsidiaries, affiliates or in other forms such 
as unincorporated branches, agencies, warehouses, 
mining claims or oil properties. The totals used are 
those for the reporting company's interest in the form 
of long-term investment abroad. In the case of invest-
ments in subsidiaries or affiliates, values are those 
reflected in the balance sheet of the subsidiary or 
ffi1iate. As described in Part VII, the expression of 

these investments in terms of Canadian dollars is made 
generally at rates of exchange prevailing at fiscal report-
ing dates. Another source of information on Canadian 
direct investment abroad is the schedule BP-60, Cana-
dian investment in non-Canadian corporations, which is 
used in a relatively few cases of significant direct invest-
ment abroad by individuals and other Canadian investors 
who do not receive the BP-59. 

The survey universe is established from a wide 
variety of sources ranging from section V of schedule 
BP-5 1, Geographical distribution of ownership of capital 
of Canadian enterprises, to public sources. 

Evaluation - The coverage of the series for Cana-
dian direct investment abroad is believed to be reason-
ably complete. Some considerable lack of comparability 
exists, however, with other annual time series. The 
irregularity stems mainly from such causes as the effects 
of fiscal/calendar year-end deviations, exchange rate 
fluctuations and different stages of consolidation of 
financial accounts of foreign subsidiaries and affiliates 
with those of the Canadian parent companies. 

1 All the schedules referred to in this section are repro-
duced in Part V. 
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Published data sources A growing amount of 
detail on Canadian direct investments abroad is being 
published. As the extent and variety of these invest-
ments has grown, the constraints of the confidentiality  

provisions of the Statistics Act have become less con-
fining. Except where otherwise indicated, references are 
to published tables. 

Series Year 
Catalogue 67-202 

Catalogue and 
reference year 

1974 

3 

1971.73 1968-70 1926-67 

Geographical 	distribution 	by 	in- 	1974 
dustry 	 1970-73 3 3 

1964-69 3 3 3 
1963 3 3 
1952, 	1954, 	1956, 1957, 1959, 3 XXIV 

1961 and 1962 
1951, 1953, 1955, 1958and 1960 3 3 XXIV 
1946-50 XXIV 
1945 3 3 XXIV 
1926, 1930 and 1939 XXIV 

67-D-52 
1937 (unrevised) 4 

Detailed 	geographical 	distribu- 	1974 4 
tion, 	by 	control 	in 	Canada or 	1972 and 1973 4 4 
elsewhere 	 1971 4 

1969and1970 4 
1968 4 XXV 
1965-67 XXV 

Less 	detailed 	geographical 	distri- 	1949, 1954 and 1958-66 35* 
bution 

Geographical 	distribution, 	by 	in- 	1974 5 
dustry and by control in Canada 	1972 and 1973 5 5 
or elsewhere 	 1971 5 

1968-70 5 
1965-67 XXVI 
(industrial 	distribution 	unre- 

vised) 
Size 	of 	investments 	abroad 	by 	1974 6 

Canadian 	enterprise, by control 	1972 and 1973 6 6 
in Canada or elsewhere 	 1971 6 

1968-70 6 
1965-67 XXVII 

Sue 	of 	investment 	in 	concerns, 	1974 7 
by 	control 	in 	Canada 	or 	else- 	1972 and 1973 7 7 
where 	 1971 7 

1968-70 7 
1965-67 (may be unrevised) XXVIII 

I quitv 	and 	control, 	by 	geogra- 	1973 and 1974 9 
pIivaI WtrIuutjMn 	 1971 and 1972 9 11 * 

1970 9 11* 11* 
1969 9 11* 
1967and1968 11* 44* 
1965 and 1966 44* 

6 7-20 1 
1963, 1964 and 1965 

1960-64 57* 

1961 and 1962 
1958-60 28* 

1960 
1957 29* 

1963, 1964 and 1965 
1954 57* 

LuI;itc 	 I 	i — 	1974 10 
1970-73 10 12 
1969 10 12* 
1967and 1968 12* 43* 
1965and1966 43* 

'iternent. 
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Series Year 
Catalogue 67-202 Catalogue and 

reference 
year 1974 1971-73 1968-70 1926-67 

Type of foreign concern 1974 8 
1971-73 8 13* 
1970 8 13* 13* 
1969 8 13* 
1967and1968 13* 46* 
1965 and 1966 46* 

67-D-51 
1936 

1936 (with numbers of invest- 26 and 27 
ors) 

1937 (with numbers of invest- 1' 
ors) 

Form of capital 1974 13 
1971-73 13 14 
1970 13 14 14 
1969 13 14* 
1967and1968 14* 
1936 2c 	.inu 2 

1937 
1937 16 

Total value and Canadian equity, 1954 
geographical distribution, by in- 
dustry 

Investment in 	Latin America (in- 1954 and 1958 2 
cludes portfolio investment) 

* statem' 

Canadian direct investments abroad have tended 
to be prominent in such industries as beverages, farm 
implements and retailing, in which fiscal year-ends 
typically differ from calendar year-ends; accordingly 
estimates of direct investment abroad reflect significant 
amounts at dates which do not correspond to the 
calendar year-end. An analysis of the book values used  

for the end of 1970 demonstrates this point. At that 
time, Canadian investors each having direct investments 
abroad of over $5 million accounted for $5,745 million 
or 92.8% of total direct investment abroad aggregating 
¶6.188 million. These large investments were distributed 
ci the cisi 	ci thieii ijcai 	:il C11115 

Fiscal year ending 	 Canadian direct investors 	Book value of Canadian direct investment abro;i1 

number millions of dollars per C.: 

9 178 3 
8 191 3. 
8 1,078 18 

During first calendar quarter 	---------------- -- 

During fourth calendar quarter, except December 31 5 366 6.- 

During second calendar quarter ............... .. 

During third calendar quarter ................ . 

30 1,813 31.t Sub-total --------------------------- 

On December31 	....................... 64 3,932 6 
Total 	........................... 94 5,745 lOO.ii 

Also aftc Iril: ilic 	CriL 	in 	tile Oce:ccl 0 ftc 	c\cliJiiCe 	cites 	lEi..Ile 	'i 	lIL' 	Cite 	To \ciTlsTi 	0 

	

influence of variations in the exchange rate between the 	specihic data relate. Ihe accounting year-end differences 

	

Canadian dollar and the currencies in which investments 	which are embodied in the series compound the problem 

	

may be held. As noted in the description above the 	of exchange rate fluctuations, rendering impractical i1w 

	

estimates are t\'picallv constructed on the basis of the 	isolation of their contribution to changes in the totals, 
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Portfolio Investment Abroad 

Concept and description - The concept of port-
folio investment employed in statistics of Canada's 
international investment position is the book value of 
the holdings by residents of Canada of portfolio invest-
ments in foreign securities. As described in Part VII, 
book value applies to the value reflected in the accounts 
of the debtor, rather than the carrying values which 
may be recognized in accounts of investors. (Foreign 
securities are defmed to include holdings by Canadian 
residents in Canadian companies whose activities and 
assets are wholly outside Canada as described further in 
the section on "Residency, Non-resident Canadian Corn. 
pames, and Other Special Situations" in Part VII.) 

Canadian holdings of foreign securities have been 
built up over a long period and for diverse reasons. 
Before the growth of the Canadian capital market, 
opportunities for investment in some types of securities 
were confined largely to capital markets abroad. At 
times securities of United States companies having 
subsidiaries in Canada have been regarded as the most 
satisfactory vehicles available for participation in partic-
ular Canadian industries. About 80% of the book value 
of Canadian portfolio investment in United States 
shares at the end of 1960 and about 85% at the end 
of 1966 were in the stocks of companies having branches, 
subsidiaries or affiliates in Canada. 

During the 1920's when interest in the New York 
Stock Exchange was high, residents of Canada acquired 
extensive holdings of United States stocks. Canadians in 
in addition had substantial minority holdings of a 
portfolio nature of stocks of some Canadian utility 
companies operating principally in South and Central 
America and also offered a ready market for bond 
issues of governments of South American countries. 
Canadian holdings of United States stocks tended to 
contract with the collapse of the New York stock 
market in 1929, and the trend towards reduced holdings 
continued generally through the 1930's. From the out-
break of World War II to the end of 1951, because of 
icstrictions on the export of capital from Canada, 
(.tnadians tended on balance to liquidate holdings. 
On the other hand, the tendancy of United States 
companies to retain significant parts of rising earnings 
caused a substantial increase in the book value of the 
icinaining holdings. In some instances, increased hold-
iugs resulted from exchanges of Canadian for United 
1ates securities authorized by the exchange control 

iiiilurities. 

Ihe high level of investment activity in Canada in 
the 1)50's was associated with continued repatriation of 

.ivadjan investment in United States stocks. An addi-
tional influence in this direction was the special tax 
Tcdit available from 1948 to Canadian residents in 

pect of dividends received from taxable Canadian 
corporations. Nevertheless, due to the growth of undis- 

tributed earnings, the book value of holdings rose in 
the period. To some extent, the increase reflected also 
acquisitions of holdings through exchange offers and 
through shifts in the position of some Canadian investors 
to a minority role in United States corporations which 
had previously been controlled by Canadians and classi-
fied as direct investments. The long period of repatria-
tion of Canadian portfolio investment in United States 
corporations came to an end near the close of the decade. 

In the decade of the 1960's there developed a 
renewed Canadian interest in the stocks of United 
States companies. The rapid growth of industries based 
on highly advanced technology in the fields of elec-
tronics, aerospace and communications was a feature of 
the United States economy in this period. Some large 
United States corporations, especially those with multi-
national operations, appeared to offer investment 
opportunities not available among Canadian companies, 
with the result that Canadian investors (especially 
institutional investors) tended to seek out United States 
equities. More fully developed investor information 
available in the United States, together with some 
liberalization of administrative restraints, were likely 
also of significance in attracting Canadian institutional 
interest. Some portfolio switching from Canadian 
equities occurred. Additional holdings were acquired 
in exchange for interests in Canadian concerns under 
mergers, and stock options and employee stock purchase 
plans involving the acquisition of United States stocks 
were extended to staffs of subsidiaries in Canada. 
Inheritances from relatives abroad led to ownership by 
Canadians of a greater variety of foreign securities than 
might otherwise have been acquired by them. Additional 
investments came about through the migration to 
Canada of owners of foreign securities. New investment 
media, particularly mutual funds, specifically designed 
to facilitate investment in foreign securities emerged. 

Another swing occurred at the end of the 1960's 
and a period of sizeable net dispositions by Canadians 
of their holdings ensued. Certain market and institu-
tional factors appear to have contributed towards the 
large scale reduction of Canadian holdings of United 
States securities which occurred in 1971 and 1972, and 
which continued on a lesser scale thereafter. An improve-
ment in the Canadian balance of payments situation, 
together with a deterioration in that of the United 
States, resulted in significant upward pressure on the 
Canadian dollar and its unpegging in May 1970. Expecta-
tiOns of a continuing appreciation in the Canadian dollar, 
which were in fact realized, may have provided an 
inducement for some conversion of their foreign cur-
rency assets by residents of Canada. In addition, signif-
icant changes were introduced in 1971 in the treatment 
for taxation purposes of foreign source income. These 
included a limitation, in the form of a special tax, on 
foreign assets contained in the investment portfolios of 
certain types of deferred income trusts such as registered 
pension funds, registered retirement savings plans etc. 
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Another important measure was an increase in the tax 
credit on taxable dividends from Canadian corporations; 
this was not matched by a corresponding increase 
applicable to dividends from foreign corporations. 

Not all acquisitions by residents have been through 
the purchase of outstanding issues. Although the Cana-
dian market is not a major one for new foreign issues, 
a number of them have been placed in Canada, in 
addition to the acquisitions by residents of new foreign 
issues offered abroad. The principal foreign borrowers 
in Canada in the postwar period have been the Inter -
national Bank for Reconstruction and Development 
and the State of Israel. 

The investments covered in Canadian portfolio 
investment abroad relate to the capital flows for port-
folio transactions in foreign securities, described in 
series D35, D37, and D38, in Part III. As in the case of 
direct investment abroad, differences between the 
flows and the changes in the book values of the invest-
ments reflect a number of factors. Flows representing 
trade in outstanding issues occur at market values which 
may bear little relationship to underlying book values. 
Further differences may arise from fluctuations in 
exchange rates, from the accrual of undistributed 
earnings, from unidentified effects of variations in the 
time periods covered by reports, and from occasional 
instances of corporate reorganizations and of the migra-
tion of investors or shifts between direct and portfolio 
investment arising from changing international owner-
ships. 

Not included in the series or reflected in Canada's 
international investment position are foreign securities 
held by Canadian insurance companies in connection 
with their activities outside Canada. These represent 
substantially the employment of funds of foreign 
policyholders. Nor, of course, are the foreign securities 
which may be held by Canadian banks, or as part of 
Canada's official exchange reserves by the Canadian 
monetary authorities, included. These are described 
at greater length under net official monetary assets, 
or under other short-term holdings of foreign exchange, 
both of which are discussed separately below. 

Some investments of the Government of Canada 
having the characteristics of foreign securities are in-
cluded under the series for Government of Canada 
credits, also described later in this Part. These are 
holdings of bonds of the United Nations, for which 
the capital flows are covered in series D40 and D44 
described in Part III, and changes in holdings of United 
States Government medium-term non-marketable secu-
rities held by Canada under the Columbia River Treaty 
arrangements as described in series D48. However, the 
acquisition by the Government of Canada in 1966 and 
1967 of bonds of the International Bank for Reconstruc-
tion and Development, in order to reduce Canada's 
official holdings of United States dollars under an  

understanding with the United States concerning their 
appropriate level, and the subsequent disposition of 
these investments in 1968 were treated as ordinary 
portfolio security transactions in both the capital 
account and the investment position. 

Sources and methods - Estimates of the value of 
Canadian portfolio investments abroad are based on 
occasional surveys, projected annually on the basis of 
reported transactions and estimates of the effects of 
retained earnings, exchange rate fluctuations and other 
factors. 

Benchmark data in respect of holdings of portfolio 
investments in the United States were constructed with 
the help of a census of foreign portfolio investments 
undertaken in the interwar period by the United States 
statistical authorities. 

The most detailed information available on Cana-
dian holdings of foreign securities related to 1939 when 
residents of Canada were required to declare their 
holdings of foreign securities on the introduction of 
foreign exchange control. These declarations formed 
the basis for the establishment of new benchmarks. 
Since that time, surveys have been carried out on a 
number of occasions to validate the projected estimates 
of holdings by Canadian residents of United States 
corporation stocks. These surveys also yielded, of 
course, additional information on the composition of 
the holdings. 

When holdings were declared at the outbreak of 
World War II, Canadian portfolio investment in United 
States stocks had a book value of $380 million. This 
total comprised a great variety of United States stocks, 
although holdings in a relatively small number of issues 
of prominent United States corporations constituted a 
large part of the total. About 70% of the total was 
made up of industrial and commercial issues and about 
15% was in public utility issues other than railroads. 
The remainder was distributed in smaller amounts 
among railroads, mines, financial and other companies. 

A survey of Canadian holdings of stocks of about 
115 United States companies was next carried out over 
1953 and 1954, and was the basis of a new estimate of 
$450 million for holdings of United States stocks in 
1952. This survey concentrated on stock issues which 
had been held by Canadians in substantial amounts in 
1939. It showed that holdings of individual issues had 
changed greatly. Among industries showing reduced 
holdings were railroads and public utilities in which the 
market interest had been less than in the case of the 
market leaders which were featured in the group of 
stocks where Canadian holdings had risen. 

A further survey of holdings was carried out in 
1961 and 1962. Within this period about 500 United 
States corporations were requested to supply figures of 



- 197 - 

the number of their shares held by residents of Canada. 
This list included the companies surveyed previously, 
other United States companies whose stocks were inter-
listed on Canadian and United States stock exchanges, 
companies in which Canadians were known to have 
acquired blocks of stocks through takeover offers, and 
a selection of other important United States companies 
from Fortune's lists of the 500 largest United States 
industrial corporations and the 50 largest banks, mer-
chandising, transportation, life insurance and utility 
companies. The response was well over 90 110 and led to 
establishment of a new benchmark estimate of $827 
million for the end of 1960. 

This reflected an increase of $337 million in the 
book value of holdings from $490 million at the end of 
1954, some $50 million higher than the projected 
change. In the six-year period capital flows had recorded 
a net disposal of holdings (on a transactions value basis) 
of $33 million. Some $27 million of United States 
stocks were acquired by residents under offers in ex-
change for Canadian investments, transactions which are 
not recorded in the capital account of the balance of 
payments. A further addition of about $42 million was 
made to Canadian portfolio holdings of United States 
stocks as the result of shifts in the position of Canadian 
investors to a minority role in some corporations which 
had previously been controlled by Canadians and shown 
as direct investments. All the foregoing factors together 
accounted for an increase in Canadian holdings of 
about $36 million, or perhaps $45 million on a book 
value basis. Allowance for variations in the exchange rate 
added $12 million to the Canadian dollar value of 
holdings, leaving an increase of about $275 million 
attributable to internally generated growth through the 
retention of earnings. 

The estimate for the end of 1954 of $505 million, 
expressed in United States funds, was based on a total 
of $421 million covered through returns from the 115 
United States corporations which participated, plus the 
provision of a further net amount estimated at $84 
million to cover holdings in other corporations and 
adjustments arising for nominee holdings. By compar-
ison the estimate for 1960 was based on a total of $488 
million then invested in the group also covered for 1954, 
plus $317 million for 369 companies newly approached, 
and an allowance of $25 million for other holdings. 

A new benchmark estimate for holdings at the end 
of 1966 was established from the results of a survey 
carried out in two phases during 1967 and 1968. The 
first phase took place in 1967 when 645 United States 
corporations were requested to supply figures on the 
number of their shares held by residents of Canada 
other than insurance companies. This list included the 
companies covered in earlier surveys, other United States 
corporations whose stocks were newly interlisted on 
Canadian and United States stock exchanges, companies 
in vinch (iilans \VeT' klio\vn to have acqinred  

blocks of stocks through takeover offers, and a selection 
of other important public United States companies from 
Fortune's lists of the largest United States corporations. 
Considerable difficulty was experienced in this survey 
which unfortunately extended over a period during 
which there was a very rapid build-up of Canadian 
portfolio investment in the United States, particularly 
by investment funds. Because of this, a thorough review 
of the published holdings of funds was made which led 
to the selection of an additional 185 corporations in 
the second phase of the operation in 1968. Out of the 
total number of 830 corporations that were approached 
some 690 supplied the requested information. Further-
more, holdings of mutual funds in an additional 217 
corporations were obtained from published sources. 
These corporations were not surveyed but the holdings 
of their stocks were incorporated in the final figures. 
In the absence of any firm evidence to the contrary 
the effects of nominee holdings were assumed to have 
been offsetting. An allowance was made, however, for 
certain Canadian holdings of United States stocks 
through foreign.based investment funds. 

As in the case of the earlier work, book values 
used in the construction of the estimates were derived 
from the financial statements of the companies con-
cerned. They covered paid-in capital, retained earnings, 
appraised or similar capital surpluses, less any accumu-
lated deficits, on the basis of the consolidated balance 
sheet. The market value of the benchmark year holdings 
was based upon the reported average price for the last 
day of trading in 1966. For the intervening years and 
the years following 1966, market values of holdings were 
constructed on the basis of annual changes in book 
values, Standard and Poor's market price indices and 
the market value/book value ratio for the benchmark 
year. Statistics on trading in outstanding securities 
(recorded in the capital account of the balance of pay-
ments in terms of the actual transaction values) were not 
adjusted to a book value basis for use in the invest-
ment position projections for years prior to 1960 
although adjustments based on new benchmark levels 
were reflected subsequently with other factors. 

Determination of an appropriate allowance for 
the growth in book value per share was a crucial element 
in estimating the value of holdings for intersurvey years 
and in projecting holdings for the years after 1966. 
Analysis of a representative group of companies in which 
Canadians had holdings in both survey years, 1960 and 
1966, indicated that aggregate retained earnings of these 
companies grew in the intervening years at the rate of 
over 8% annually while the book value per share, due 
to dilution occasioned by stock splits and stock div-
idends, the introduction of new capital and allocation 
of earnings between different classes of stock, recorded 
a considerably lower annual growth rate of about 5%. 
Of the total increase of $1 ,338 million in the book 
value of Canadian holdings of United States stocks in 
the lime -year rerloll eiidiiie 1009. ahoiii S Illillioll or 
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43% was attributable to growth generated internally 
through retention of earnings. In the same period 
Canadians purchased on balance outstanding issues of 
an estimated book value of $472 million. They also 
acquired some $120 million of new issues, while about 
$5 million of existing holdings were retired. These inter-
national transactions accordingly added $587 million 
to the book value of holdings. About $100 million of 
United States stocks were acquired by residents under 
offers in exchange for investments in Canada, transac-
tions which are not recorded in the capital account of 
the balance of payments. An additional $69 million of 
the increase in the period was accounted for by such 
other factors as exchange rate variations, reclassifications 
of holdings and revaluations. 

A new benchmark estimate has been established 
for holdings at the end of 1972. A total of 1,676 United 
States corporations, a little more than twice as many as 
were surveyed in 1966, were requested to furnish the 
relevant information. Out of this number, 1,142 corpora-
tions responded. Although this represented an absolute 
increase of some 452 over the 1966 survey, the rate 
of response dropped from 83% in 1966 to 68% in 1972. 
Using records of past surveys and other available informa-
tion including an examination of holdings of mutual 
funds, estimates were made for Canadian holdings in 
307 non-respondent corporations and in 107 corpora-
tions that had not been surveyed. Therefore, usable 
figures were obtained for a total of 1,556 of the 1,783 
United States corporations on which information on 
Canadian holdings was sought. An allowance was then 
made for non-response and undercoverage. As in the 
earlier benchmark estimate, the effects of nominee 
holdings were assumed to have been offsetting. 

Of the total increase of $916 million in the book 
value of Canadian holdings of United States stocks in 
the six-year period ending 1972, about $893 million was 
attributable to growth generated internally through 
retention of earnings. International transactions in-
cluding trading in outstanding issues, acquisition of new 
issues and retirement of existing holdings led to a net 
increase in book value of $14 million. Acquisition of 
United States stocks by Canadian residents in exchange 
for investments in Canada, exchange rate variations and 
other factors accounted for the balance of $9 million. 

Records are maintained for identified holdings by 
Canadian residents of individual issues of foreign secu-
rities. As already described, this information may come 
from a variety of sources: direct approaches to foreign 
companies; analyses of public portfolios of Canadian 
financial intermediaries; known placements on the 
Canadian market; resident holdings of a portfolio 
nature in Canadian corporations treated as non-residents 
(as revealed on schedules BP-51 or BP-52, Geographical 
distribution of ownership of capital of Canadian enter-
prises); acquisitions revealed in Part II of schedule BP-2 1, 
Report of transactions between Canada and other  

countries, or section B of BP-59, Capital invested abroad 
by Canadian enterprises, or in some cases on schedule 
BP-60, Canadian investment in non-Canadian corpora-
tions; acquisitions under exchange offers, etc. This 
individual information is supplemented where appro-
priate with information from section V of the BP-5 1. 
The benchmark necessarily includes a further allowance 
for holdings not identified by issue. As subsequent 
estimates are projected, individual issue detail is kept as 
up-to-date as possible reflecting stock dividends, stock 
splits and other specifically identified transactions. To 
the extent that factors affecting the levels of holdings 
in these projections cannot be allocated by issue, the 
estimates also include a further unallocated element 
representative of their net effect. 

From the benchmark data, estimates of receipts 
of investment income are constructed for use in es-
timates of the balance of payments. These estimates 
of investment income are subsequently projected using 
a sample to determine the effect of changes in rates 
of dividends together with adjustments to take account 
of changes in the levels of holdings reflected in capital 
flow data. The benchmark detail is also used to estimate 
capital flows relating to acquisitions under rights offer-
ings, retirements, etc., for use in estimates of the balance. 

Evaluation - it will be apparent from the prec-
eding description of sources and methods that estimates 
of the value of Canadian portfolio investment abroad 
present considerable difficulty. This stems in part from 
the problems of classifying residents and non-residents, 
including the consequences of extensive use of nominees 
in international ownership. 

A special difficulty arises in respect of holdings of 
foreign securities by Canadian insurance companies. 
There are reasons for suspecting that the identification 
of specific holdings of foreign equities, particularly 
United States stocks, between those of Canadian home 
offices and those representing the employment of in-
come from policies underwritten abroad, occasions great 
difficulty. For this reason when foreign companies 
have been asked to supply figures for holdings by 
residents of Canada, holdings of Canadian insurance 
companies have been expressly excluded. While it is 
clear that Canadian insurance companies have invested 
significant amounts from Canada in foreign securities, 
it seems likely that the consequences of excluding them 
from the reports are statistically much less serious than 
would be the inclusion of very large amounts which 
properly belong to insurance activities abroad. The area 
is one which requires further study. 

Although the estimates undoubtedly leave some-
thing to be desired, it should be recorded that their 
present quality has been made possible only through the 
voluntary co-operation of a large number of publicly-
held foreign corporations. 
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Published data sources - The amount of detail 
available on Canadian portfolio investment abroad is  

relatively limited. Except where otherwise indicated, 
references below are to published tables. 

Seiies Year 
Catalogue 67-202 

1974 1971-73 1968-70 1926-67 

Geographical distribution with stocks and bonds 	1970-74 2 
separately where available 	 1969 2 2 2 

1968 2 2 
1964-67 2 2 XXIII 
1962 and 1963 2 XXIII 
1961 XXIII 
1960 2 XXIII 
1959 XXIII 
1958 2 XXIII 
1 XXIII 
1952 2 XXIII 
1951 2 XXIII 
1950 XXIII 
1949 2 XXIII 
1946-48 XXIII 
1945 2 XXIII 
1926, 1930 and 1939 XXIII 

United 	States 	:orporalion storks, huok values, 	1969-74 14 
factors in changes 	 1968 15 

1939, 1945 and 1951 -67 (may 48* 
be unrevised) 

United 	States corporation stocks, book and 	1970-74 15 
market values, net dividends received 	1969 15 16* 

1968 16* 
1955-67 (may be unrevised) 49* 

United 	States 	corporation 	stocks, 	numbers, 	1966 and 1972 9* 
book 	and market values, by size of total 	1960 and 1966 50* 
Canadian holdings 

United 	States 	corporation 	stocks, 	numbers, 	1966 and 1972 10* 
hook and market values, by industry groups 	1960 and 1966 L 51* 

• Ntatement. 

Miscellanco us Invest rnent Abroad 

Concept and description - The category of mis-
e1Liucous investment abroad is essentially a residual one 

comprising all long-term Canadian investment abroad 
other than direct investment, portfolio investment in 
\tocks and bonds, Government of Canada credits, and 
Government of Canada subscriptions to international 
I inancial agencies. 

A large element in the category consists of 
medium-term and long-term export credits extended 
by Canada directly or indirectly at risk of the Coy. 
c'rnment of Canada, whether financed by public or 
private sources. These have already been described at 
considerable length under series D49 in Part Ill and 
details of the flows and the amounts outstanding are 
Published regularly.2 

2 See for example Table 24 in The Canadian Balance of 
International Payments, 1973-74 (Catalogue 67-201) or Table 

I in Quarter/v Estimates' of the Canadian Balance of Interna. 

While by far the largest Lolilponeill oh titiscella-
neous investment abroad is represented by export 
credits, there is a significant total for such items as 
holdings of real estate (both residential and commer-
cial), the participation of Air Canada in the construction 
of terminal facilities at the John F. Kennedy Inter-
national Airport in New York and of the Canadian 
Overseas Telecommunications Corporation in overseas 
cable facilities, deferred receivables including those 
from the takeover of Canadian direct investments 
abroad and (during the period of stretch-out of uranium 
contracts) amounts receivable by Eldorado Mining and 
Refining Limited, claims on foreign estates and trusts, 
uninsured export credits, bank and other long-term 
loans, and other items such as allowances for the es-
timated equity of Canadian members in international 
trade unions and of Canadian policy holders in insurance 
activities abroad. The related capital flows are largely 
covered in series D50 which, however, also includes 
substantial flows related to miscellaneous long-term 
claims on Canada by non-residents. 
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It has been the practice also to include in this 
group of items, as a negative component, an amount 
representing the reserve against foreign "inactive" 
assets (those which are not currently revenue-producing 
or realizable), of the Government of Canada, as pub-
lished annually in schedule H, Statement of Assets 
and Liabilities, Public Accounts of Canada. 

Sources and methods - Like other residual cate-
gory series, that for miscellaneous investment abroad 
is constructed from a variety of sources. 

Outstanding balances on medium- and long-term 
credits extended by Canada directly or indirectly at 
risk of the Government of Canada are derived from 
the sources described under series D49 in Part III to 
which the interested reader is referred. 

Other elements of miscellaneous investment 
abroad present much greater difficulty. For some of 
those described earlier data are obtained directly from 
specific questionnaires, from annual reports, by direct 
correspondence, etc. Some part of the remaining total 
is derived by the accumulation of relevant elements of  

the capital flows recorded in series D50 or related data 
from which those series have been constructed (such 
as the measures of Canadian bank loans abroad). A 
final group of elements cannot be directly related 
to measures of capital flows, and their quality varies 
greatly. Thus, estimates of residential real estate held 
abroad by Canadians are at best notional, and the same 
applies to allowances made for Canadian claims on 
foreign estates and trusts. The figure for the equity of 
Canadian members in international trade unions is a 
rough estimate constructed after a review of material 
supplied by international labour unions under the 
Corporations and Labour Unions Returns Act. 

The Imal component of the series, the reserve 
for inactive foreign assets of the Government of Canada, 
is as recorded in the accounts of the Government be-
ginning with the fiscal year 1953-54, with corres-
ponding data for earlier years. 

Published data sources - Relatively little infor-
mation has been published on the composition of mis-
cellaneous long-term investments abroad, but the three 
principal components, together with a regional distri-
bution of the total, is provided in Table IV.2. Totals 
are published regularly in the tables listed below. 

Catalogue 67- 202 
Series 	 Year 

1974 	I 1971-73 1 1968-70 I 1926-67 

Geographical distribution 	 1966- 74 
1964 and 1965 
1962 and 1963 
1961 
1960 
1959 
1958 
1953- 57 
1952 
1951 
1950 
1949 
1946-48 
1945 

Further detail of export credits as noted earlier, is 
published in balance of payments reports. 

Evaluation - The category of miscellaneous invest-
merit abroad comprises a wide range of items extending 

XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XXIII 
XX III 

from those directly available in appropriate form from 
administrative records such as those of the Export 
Development Corporation to highly notional figures 
in respect of claims whose existence is incontestable 
but for which satisfactory quantifiable records are 
virtually non-existent. 
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TABLE IV.2. Miscellaneous Investment Abroad, 1946-74 

Year Export credits1 J invnts J 	Total 

millions of dollars 

.. 23 - 31 - 8 
. 	 . 21 - 31 - 10 

1946 	.............................. . 

.. 68 - 31 37 
. 62 - 31 31 

1947 	.............................. . 

. 	 . 47 -31 16 
31 - 89 - 58 
32 - 89 - 57 1952 	.............................. .. 

1953 	.............................. . ., 34 -89 - 

1948 	.............................. . 

1954 	.............................. . .. 36 - 89 - 53 

1949 	.............................. . 
1950 	.............................. . 

.• 37 - 89 - 52 

1951 	.............................. .. 

41 - 89 - 48 
36 -89 - 53 

1955 	.............................. . 

35 -89 -54 

1956 	.............................. .. 

69 - 89 - 20 

1957 	.............................. .. 
1958 	.............................. -. 
1959 	.............................. .. 

. 71 - 89 -18 1960 	.............................. . 
1961 	.............................. 122 75 - 89 108 
1962 	.............................. . 185 122 -95 212 
1963 	.............................. . 257 102 - 95 264 

421 139 - 95 465 
608 146 - 95 659 
649 232 - 95 786 
544 313 - 95 762 

1964 	.............................. .. 

515 335 -95 755 

1965 	.............................. .. 
1966 	.............................. .. 

521 363 - 95 789 

1967 	.............................. ... 
1968 	.............................. ... 

647 425 - 95 
1969 	.............................. .. 

875 588 - 95 1,368 

1970 	.............................. .. 
1971 	.............................. .. 

1,122 743 - 95 1,770 1972 	.............................. 
1,319 952 - 80 2,191 1973 	.............................. 

1974 	.............................. 1,907 1,124 - 80 2,951 

1 Medium and long term, directly or indirectly at risk of the Government of Canada 

Government of Canada Credits 

Concept and description - These investments 
cover most of the Government of Canada's long-term 
investments abroad including loans to foreign govern-
ments, described under series D41 and D44 in Part III, 
and holdings of United States government medium-term 
non-marketable securities acquired under the Columbia 
River Treaty arrangements described under series D48. 
Not included are holdings at the end of 1966 and 1967 
of bonds of the International Bank for Reconstruction 
and Development which were acquired in order to 
reduce Canada's official holdings of United States dollars 
under an understanding with the United States con-
cerning their appropriate level; these were treated as 
portfolio investments. Nor does the series include 
medium-term and long-term export credits financed 
by the Government of Canada which are included in 
the series for miscellaneous investment abroad which 
was described earlier in this section. 

The series does include, however, several long-
standing loans on which payments of principal and 
interest have not been received for many years. The 
amounts are offset, as we have seen, by a negative entry  

under miscellaneous investments abroad representing the 
relevant reserve for inactive assets established in the 
accounts of the Government. 

The series reflects some extensions of credit which 
were not articulated in the balance of payments. The 
consolidation at the time of the formal issue of notes 
under Part El of the Export Credits Insurance Act of 
accrued interest on interim credits and drawings was 
not reflected in current or capital transactions; the 
amount is given in the description under series D41. 
Deferrals of interest on the 1946 loan to the United 
Kingdom were treated similarly; they are described in 
the sources and methods section under series D45. There 
is one other case in which the series for Government of 
Canada credits reflects an amount which did not appear 
in the balance of payments. This was the assumption by 
the Netherlands of an obligation to pay Canada nearly 
$6 million (plus interest), over a period of 10 years, in 
settlement of military relief extended by Canada at the 
close of World War II. This transaction is described in 
somewhat greater detail in the note on "Some Other 
Special Items" which appears in Part VI. 

Sources and methods - The series are derived 
from offIcial records. 
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Published data sources - Details of these assets 
are, of course, available at fiscal year-ends in the Public 

Accounts of Canada. Statistical summaries on a calendar 
year-end basis have been published as follows: 

Series Year 
Catalogue 6 7-202 

Catalogue 
1974 1971-73 1968-70 1926-67 

Geographical distribution 1968- 74 2 
1967 2 2 XXIII 
1966 2 
1964 and 1965 2 2 XXIII 
1962and 1963 2 XXIII 
1961 XXIII 
1960 2 XXIII 
1959 XXIII 
1958 2 XXIII 
1953-57 XXIII 
1952 2 XXIII 
1951 2 XXIII 
1950 XXIII 
1949 2 XXIII 
1946-48 XXIII 
1945 2 XXIII 
1939 XXIII 

67-D-52 
1931-37 3 
1930 XXIII 3 
1927-29 3 
1926 XXIII 3 

6 7-503 
Detail 1949and 1955 29* 

67-502 
1952 22* 

67-503 A 
1939, 1945-48 15 
1926, 1939 and 1944 29* 

* statement. 

Table IV.3. shows the balances outstanding on 
Government of Canada credits at the end of 1974, 
summarises the capital transactions during the period 
1927 through 1974 on these series and on Government 
of Canada subscriptions to international financial 
agencies 3  (see next section) and, after some special 
adjustments, shows the composition of the relevant 
balances at the end of 1974. 

Evaluation - The series are derived from official 
records and should be complete and accurate. 

Government of Canada Subscriptions to 
International Financial Agencies 

Concept and description - These series cover 
capital subscriptions and advances by Canada to inter-
national fmancial agencies. The relevant capital flows 

3 4one of these agencies were in existence in 1926. 

are described under series D42 in Part HI where the 
agencies currently included are listed. 

The series do not, of course, reflect contribu-
tions which have the character of membership assess-
ments or grants. These are current account items. Nor 
do they cover the provision by Canada of resources to 
the International Monetary Fund, claims on which 
represent a component of Canada's net official mone-
tary assets. - 

The values shown are the amounts paid in by 
Canada, and are accordingly carrying values reflected 
in the accounts of the Government. 

Sources and methods - The series are derived 
from official records. 

Published data sources - Details of these assets 
are available at fiscal year-ends in the Public Accounts 
of Canada. Statistical summaries are published on a 
calendar-year-end basis and will be found in Canada's 
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TABLE IV.3. Loans by Government of Canada to National Governments and International Organizations, 1926-74 

Millions of dollars 

Outstanding, end of 1926: 
24 

7 
5 Belgium....................................... .....

Capital transactions,' 1927-74: 
Advances....................................... . 4,290 

Roumania 	...................................... .... 

1,647 2,643 

Greece 	........................................ ...... 

Adjustments, 1927.74: 

Repayments ..................................... .

Applied against other claims under the United Kingdom Financial Settle- 
- 	 166 

Interest deferred under the loan of 1946 to the United Kingdom 101 
ment Act of 1946 	................................ 

Funding of accrued interest on drawings under Part II of the Export 
Credits Insurance Act (19.5) rounding, etc................... 22 - 43 

Outstanding, end of 1974: 
United Kingdom .................................. 932 
France ........................................ .25 
Netherlands ..................................... .9 
Belgium ....................................... . 5 
China2  ........................................ . 49 
Roumania2  ..................................... ..24 
Greece2  ....................................... ...7 
United Nations ................................... ..4 
Bilateral loans to developing countries (detail by country is available at 

fiscal year end, in Public Accounts of Canada) ................ 901 
Multilateral loans to: 

72 
11 
6 

Andean Development Bank .......................... .5 
3 

Caribbean Development Bank (agriculture) ................. .2 

Inter-American Development Bank 	...................... .. 
African Development Bank ........................... .. 

Subscriptions to capital: 

Caribbean Development Bank.......................... .. 

403 

... 
Asian Development Bank 	............................ .. 

International Bank for Reconstruction and Development 101 

... 

47 

International Development Association .................... 

21 
Inter-American Development Bank....................... 
Asian Development Bank 	............................ 

5 Caribbean Development Bank.......................... 
International Finance Corporation ....................... 4 

2,636 

1 Reflected in series D40 through D48. 
2 Inactive loans. 

International Investment Position (Catalogue 67.202), 
Table 2 of the 1974, 1971 -73 and 1968-70 issues and 
in Table XXIII of the 1926-67 issue.4 

Evaluation - The series are derived from official 
records and should be complete and accurate. 

Net Official Monetary Assets 

Concept and description - Canada's net official 
monetary assets are made up of convertible foreign 

4 Further detail of the years covered in these tables 
will be found in the section of Government of Canada credits 
which immediately precedes this section.  

currency holdings of the Exchange Fund Account, the 
Receiver General for Canada and the Bank of Canada, 
official holdings of monetary gold, Special Drawing 
Rights, and Canada's reserve position in the Interna-
tional Monetary Fund, less any associated liabilities of 
a short-term nature. An extended description of them 
appears under series K in Part Ill. 

These assets are valued in terms of their Canadian 
dollar equivalent at the dates of the estimates. 

Sources and methods -- These series are derived 
from official records. 

Published data sources - Data for Canada's net 
official monetary assets at the end of 1964 through 
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1974 are found in Table 11 of Canada's International 
Investment Position (Catalogue 67-202), 1974 issue; 
data for 1939, 1945, 1949, 1950, 1955 and the inter-
vening years between 1955 and 1964 are found in 
Table 8 of the 1971-73 and 1968-70 issues; data for 
the intervening years between 1945 and 1955 are 
found in Table XXIX of the 1926-67 issue. For sub-
sequent year-ends (in terms of United States dollars) 
refer to Table 30 of The Canadian Balance of Inter-
national Payments (Catalogue 67-201), and Table 15 
in current Quarterly Estimates of the Canadian Balance 
of International Payments (Catalogue 67-00 1). Sub-
sidiary detail on Canada's accounts with the Inter-
national Monetary Fund is also available. (See note on 
supplementary data under series K in Part III.) 

Evaluation - The series are derived from official 
records and should be complete and accurate. 

Other Canadian Short-term Holdings 
of Foreign Exchange 

Concept and description 	The series reflect the 
net foreign currency claims of the Canadian chartered 
banks on non-residents, together with deposits of resi-
dents with banks abroad and foreign treasury bills held 
by residents (apart from those of the Canadian banking 
system and the official monetary authorities). The 
related capital flows appear as series D61 and D65 in 
the Canadian balance of international payments. The 
reader is referred for further detail to the descriptions 
of these series in Part III. 

The totals are expressed in terms of Canadian 
dollars at the exchange rates applicable to the dates 
of estimates. 

Sources and methods - The estimates of flows 
in respect of these claims which are used in the balance 
of payments are, with one exception, derived from 
changes in the outstanding totals, and the sources and 
methods have already been described in Part III. The 
private Canadian holdings of treasury bills are derived 
in part from reported transactions and in part from 
reported holdings. These, too, are described in Part Ill. 

Published data sources - The totals for the series 
are published on a calendar year-end basis and will be 
found in Canada's International Investment Position 
(Catalogue 67-202), Table 1 in the 1974, 1971 -73 
and 1968-70 issues and in Table I of the corresponding 
report for 1926-67. Details of foreign currency assets 
and liabilities booked in Canada by Canadian chartered 
banks are published monthly in the Bank of Canada 
Review (Table 13). An earlier series for estimated net 
assets of Canadian banks outside Canada for year-ends 
from 1926 through 1937 will be found in Table 3 of 
The Canadian Balance of International Payments, A 
Study of Methods and Results (Catalogue 67-D-52). 

Evaluation - The series are dependent largely 
on classifications of residency applied to their assets 
and liabilities by financial institutions in and outside 
Canada. It is possible that the classifications are not 
always appropriate for the purposes of the series. 

Short-term Receivables, n.i.e. 

Concept and description - The series cover 
estimated short-term claims of Canadians on non-
residents apart from those represented by net official 
monetary assets and other Canadian short-term holdings 
of foreign exchange. 

Sources and methods - The series for short-term 
receivables, n.i.e., represent the projection of a bench-
mark estimate constructed for the year 1956.5 Until 
that time no estimate for these claims had been in-
cluded in the measure. of Canada's international invest-
ment position. 

The benchmark was constructed by a careful 
analysis of the year-end data reported on the schedule 
now identified as BP-21, Report of transactions between 
Canada and other countries. Each of the asset items 
covered in Part III of that report was examined. It will 
be recalled that some accounts which are formally short-
term are treated in the Canadian balance of international 
payments as long-term. These are amounts which are 
intended or likely to remain outstanding for more than 
one year from the date incurred. Amounts reported as 
claims on non-residents in Part Ill of the predecessor 
of the BP-21 which had already been covered in es-
timates of long-term claims such as direct investment 
were eliminated. A benchmark for the end of 1956 
having been established, series were constructed back 
to the end of 1945 and the benchmark has been pro-
jected forward from 1956. Essentially the year-end 
estimates are projected on the basis of the identified 
flows in series D82, Other short-term capital trans-
actions, which relate to claims on non-residents. Series 
D82 is described at considerable length in Part III. 
(These asset flows are broken out for purposes of the 
joint reports made to the International Monetary Fund 
and the Organisation for Economic Co-operation and 
Development, a sample of which is reproduced in 
Appendix 6.) 

A special problem arises, of course, in connection 
with the treatment of the balance of errors and omis-
sions which is a component of series D82. Based upon 
the performance of this balance it was reflected as a 
liability until the end of 1966 but the flows since the 
beginning of 1967 have been accumulated into the 
asset series for short-term receivables, ni.e, which is 
discussed here. 

S The construction of the benchmark for 1956 was 
described in Canada r External Short-term Assets and Liab iii-
ties, 1945- 1957 (Catalogue 67-504). 
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No geographical distribution of the series has 
been constructed. 

Published data sources - Totals for short-term 
receivables, n.i.e., outstanding at year-ends will be 
tound in Table I of Canada's International Investment 
POsition (Catalogue 67-202), 1974, 1971 -73 and  

1968.70 issues, and in Table I of the corresponding 
report for 1926 -67 (Catalogue 67-202). 

Evaluation - The measures of short-term re-
ceivables and payables are probably the weakest to be 
found in the balance of payments, and this weakness 
is also characteristic of the estimates of outstanding 
totals of these claims used in the investment position. 

Canada's Liabilities 

Stiiiiniai te 	of 	toreiin 	loniz-teriii iiivestiiicnt in 
Canada classified by type and geographical area, for 
1900 through 1926, 1930, 1933, 1939, and 1945 
through 1974 will be found in Table 16 and classified 
ucographically and by type of investment for the years 
1926, 1930, 1933, 1939, and 1945 through 1974 in 
I able 17 of canada's International Investment Position, 
1974 (Catalogue 67-202). Additional detail is available 
ii the flilowing page. 

I lie information available on the role of foreign 
I iwiii, iiii ,  in Canadian investment will be found in four 
\ctS of tables. The net use of domestic and of foreign 
esources in gross capital formation for the years 1946 

ihrough 1974 may be found in Table 33 in the issue 
1 Catalogue 67-202 for 1974. The use of foreign 
esources in gross and net capital formation for the 

\ears 1946 and 1947 and for triennial periods from 
948 through 1974 will be found in Table 32 of the 
;irne source. The other sets of tables contain series 

\vhich, at the time of writing, had been withdrawn 
pending review. These are direct foreign and other 
liancing of gross capital formation, available from 
946 through 1969 in Statement 31 of the issue of 

Catalogue 67-202 for 1926-67, and direct foreign 
financing of gross and net capital formation for the 
\cars 1946 through 1949, triennial periods from 1952 
through 1967, and 1968 through 1969, to be found 
in Statement 32 of the same source. These measures 
ie discussed in a note in Part VII. 

Ii reign Direct Investment in Canada 

uteept and description - The concept of foreign 
P rect investment in Canada employed in statistics of 
Canada's international investment position applies to 
the book value of long-term investment in Canada by 
II residents of the country in which control is con-
idered to lie. This differs from direct investment as 

used in the balance of payments which covers only 
'lows from controlling, affiliated, or principal owners. 

he concept of control is discussed briefly under series 
1)21 in Part III. The basis of valuation is described in 

ne 1 tic sections of Part VII. 

lie title of this series should be noted carefully. 
iposes of most analyses, series of foreign in- 

'ustnlcilt are properly limited to foreign investment in 
Canada. Many enterprises in which foreign ownership 
is 	slur it ivaiit 	live 	iii) 	tilt 	ii lsil 	i ks of 	bandies  

abroad. The equity of non-residents in Canadian in-
vestment abroad through ownership in Canadian com-
panies is reflected in a separate series in Canada's exter-
nal liabilities, non-resident equity in Canadian assets 
abroad. This must be taken together with series for 
foreign investment in Canada in order to arrive at 
totals for foreign long-term investment in Canadian 
enterprises. 

The term "foreign ownership" is often applied 
synonymously with foreign investment, and includes 
both direct and portfolio investment. (In general an 
attempt is made in official publications to restrict the 
use of the term foreign ownership to the relationship 
between foreign and total capital in Canada.) 

The long-term capital in enterprises controlled 
by non-residents may be larger than the amount of 
direct investment in them because of minority holdings 
by residents of Canada or by residents of third countries. 
Total foreign investment in particular industries in 
Canada may, however, be larger than the total of capital 
controlled by non-residents because foreign investment 
in Canadian-controlled enterprises may exceed the 
minority investment of Canadians in foreign-controlled 
enterprises. 

The capital flows which affect the value of foreign 
direct investment in Canada are not all readily identifi-
able in the balance of payments. The largest part of 
them is to be found in series D21, Foreign direct in-
vestment in Canada, although there may be occasional 
transactions in that series which cover flows to or from 
major shareholders of enterprises which are treated as 
Canadian controlled and appear in the investment 
position series as foreign portfolio, rather than direct, 
investment in Canada. But flows between foreign-con-
trolled companies and unrelated parties in the country 
in which control is considered to lie add to the value of 
foreign direct investment. These may appear in series 
D30 through D33 covering portfolio transactions in 
Canadian securities, or in series D50 covering other 
long-term capital transactions which would include 
bank or other loans from unrelated parties. Flows for 
Canadian direct investment abroad which are recorded 
in series D25 also affect the value of foreign direct 
investments in Canada to the extent that they are 
transactions of foreign-controlled enterprises in Canada. 
While these are the principal series in the capital account 
vIiicli 	ittit 	ii 	uie:i ti 	ii 	1551 	leeR,' 	ii 	sal ie 
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Published data sources - Foreign long-term investment in Canada. 

Series Year 
Catalogue 67-202 

Catalogue and 
reference year 

1974 1971-73 1968-70 1926-67 

Geographical 	distribution, 	by 	1972-74 18 
nature of ownership and type 	1971 18 12 
of claim 	 1968-70 18 12 12 

1965-67 18 12 IV 
1964 18 IV 
1963 12 IV 
1961 and 1962 IV 
1960 12 IV 
1956-59 IV 
1955 12 12 IV 
1951-54 IV 
1950 12 12 IV 
1946-49 IV 
1939 and 1945 12 12 IV 
1933 IV 
1926 and 1930 12 12 IV 

Geographical 	distribution, 	by 	1972- 74 19 
type of investment 	 1971 19 13 

1968-70 19 13 13 
1965-67 19 13 V 
1964 19 V 
1963 13 V 
1961 and 1962 V 
1960 13 13 V 
1956-59 V 
1955 13 13 V 
1951-54 V 
1950 13 13 V 
1946-49 V 
1939and1945 13 13 V 
1933 V 
1926 and 1930 13 13 V 

67-D-52 

1926-37 (unrevised) 

67-D-5 1 

1925 and 1926 192 
1923 192' 

Notes 	on 
vestments in C 

Corporate securities, geographi- 	1921 67-D- 	/ 
cal distribution by industry 

67-r1 

Direct and portfolio investment 	1974 20 
in the financial industry, geo- 	1971-73 20 14 
graphical distribution 	1970 14 14 

1968 and 1969 14 
1967 14 17*  and 18' 
1963-66 17'and18' 

I 	ii 	I 
1962 

1961 and 19 
1960 and 1961 22* 

196( 
1959 24 

1961 and 
1956 22 

19611 
24 
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foreign direct investment in Canada, the impact may not 
be the same. Market transactions in outstanding issues 
of portfolio securities take place, for example, at values 
which will not normally correspond to the resulting 
changes in underlying book values. 

Among other factors in the change of foreign 
direct investment in Canada is the accrual to non-
residents of undistributed earnings; these are described 
in a note in Part VII. Changes in the totals of foreign 
direct investment in Canada may also occur as the cumu-
lative effect of transactions over an extensive period. 
The introduction to or withdrawal from Canada of a 
relatively small amount of capital is sometimes the 
culmination of a process under which control over a 
substantial aggregate of capital previously invested 
in an enterprise is deemed to shift between non-residents 
and residents, and accordingly between direct and port-
folio investment. 

Sources and methods - The basic sources of the 
series for the book value of foreign direct investment 
in Canada are the schedules BP-51 and BP-52, Geo-
erapliieal distribution of ownership of capital.b 

hlie long-term debt reflected in section 1, Part 11, 
ot the IIP-52 (or section I of the BP-51) is distributed 
on the basis of the reported ownership, subject, of 
course, to any adjustment necessary as a result of more 
complete information available to Statistics Canada 
from other sources. The records are maintained on the 
basis of individual issues which permit construction of 
benchmarks of interest payments by quarters and by 

v. 

Records of equity investment closely parallel in 
totin those for long-term debt. Individual issue detail 
is available from section 3, Part II of the BP.52 (or 
section 1 of the BP-51). Reported figures are adjusted 
where appropriate to take into account known nominee 
holdings. Ownership distributions are applied to the 
appropriate book values constructed from data supplied 
in section 3 of Part II and from Part III of the BP-52 

iii II of the BP-51). 

)wnership of minority interests in Canadian-
I .1ated subsidiaries is reported in section 2, Part II, 

oi the RP-52. 

I he country of control is established for statis-
ical purposes on the basis of information on the 

schedules and other sources. (The concept has been 
diciosed under series D21 in Part HI.) 

I lie components described above whose owner-
ship i attributed to the country in which control is 
Icciiicd to lie make up the total of foreign direct in-

\c'tInent in Canadian corporations. 

6 All the cehediites referred to in this section are re- 
I' 

It is necessary at this stage to make allowance 
for that portion of foreign direct investment in Canadian 
corporations which is not foreign direct investment in 
Canada. 

Schedule BP-59, Capital invested abroad by Cana-
dian enterprises, includes in section A figures for total 
long-term direct investment abroad defined in the 
following terms: 

At valuation appropriate to stage of consolidation 
used in completing schedules BP-51 or BP-52, Geo-
graphical distribution of ownership of capital (if 
applicable) otherwise use values as reflected in your 
own accounts. 

Section B of the BP-59 which includes long-term port. 
folio or indirect investments calls for them to be re-
ported at values carried in respondent's balance sheet. 
(Where a BP-59 is not obtained the data may be found 
in section V of the BP-5 I -) 

Both direct and portfolio long-term investments 
abroad are then distributed proportionately to the 
geographical ownership of the common stock of the 
Canadian enterprise (or proportionately to funded debt 
in the case of an enterprise whose external assets greatly 
exceed its equity capital). This distribution then be-
comes a negative component in the calculation of 
foreign long-term investment in Canada. 

That part of foreign long-term investment in 
Canada whose ownership is attributed to the country in 
which control is deemed to lie, constitutes total foreign 
direct investment in Canada in Canadian corporations. 

To complete the estimate of foreign direct invest-
ment in Canada it is necessary to take into account 
investments in Canadian branches of non-Canadian 
corporations. 

This information is ordinarily obtained from 
the balance sheet on schedule BP-22, Report on in-
vestment in Canada of non-Canadian corporations, 
where the procedure is to deduct from asset line 12, 
total assets in Canada, the sum of liability lines I 
through 3 covering liabilities to Canadians. (In principle 
a more appropriate calculation would be the sum of 
liability line 9 and of any long-term elements of liability 
lines S through 7, but the data received are not suffi-
ciently consistent to support this.) There are also other 
sources. Among them are the BP-57, Investment in 
Canada by non-Canadian firms, and the BP-58, Report 
by non-Canadian airlines operating in Canada. In some 
cases branch assets are measured from administrative 
records. Estimates of the net assets in Canada of foreign 
life insurance companies are made from reports to the 
Superintendent of Insurance; foreign securities held 
among the assets in Canada are excluded. 

While not used in the estimates of foreien direct 
iieIiieiii 	iii 	(ii:.jL 	 I[I! 	 L'H 
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is attributed to countries other than that in which 
control is deemed to lie are used elsewhere. Those 
attributable to other non-residents are a component 
of foreign portfolio investment in Canada. 

The aggregate of all the elements, foreign and 
Canadian-owned, in respect of foreign-controlled en-
terprises represents in principle the total of foreign-
controlled capital. 

Further adjustments are, however, necessary both 
to eliminate major inter-corporate holdings of securities 
in Canadian corporations (to avoid overstatement 
through duplication of Canadian total long-term invest-
nient) and to put the series on an underlying book value 
has is. 

Schedule BP-53, Ownership in Canadian com-
panies, includes in Parts II and HI carrying values in 
the respondents' accounts of securities of Canadian 
subsidiary, affiliated and associated companies that 
are not fully consolidated on schedules BP-51 or BP-52. 
These carrying values are used in conjunction with the 
underlying book values of the companies in which the 
investments are made to effect the adjustments. 

Published data sources - A substantial amount 
of information is published on foreign direct invest-
ment in Canada. References to series for the geograph-
ical distribution by type of investment and to detail of 
investment in the financial industry have been shown 
in the general section on Canadian liabilities below, 
( ) I 'cr SL'lC5 kIlov'. 

Series Year 
Catalogue 6 7-202 

1974 1971-73 1968-70 1926-67 

Geographical distribution by in- 1972-74 22 
dustry 1971 22 16 

1969and1970 22 16 16 
1968 22 16 
1966and1967 22 16 VI 
1965 22 16 16 VI 
1964 22 VI 
1961-63 VI 
1960 16 16 VI 
1956-59 VI 
1955 16 16 VI 
1951-54 VI 
1950 16 16 VI 
1946-49 VI 
1939and 1945 16 16 VI 

1936 (unrevised) 

1937 (unrevised) 
1933 VI 
1926 and 1930 16 16 VI 

Detailed geographical 	distnbu- 1972-74 23 
tion 1971 23 17 

1970 23 17 17 
1969 17 17 
1968 17 
1966and 1967 17 VII 
1963 and 1965 VII 

1955,1957,1959 and 1961 
Factors in changes, global 1970-74 21 

1946-69 21 15 15 
Factors 	in 	changes, 	United 1970-74 24 

States 1968and 1969 24 18 18 
1964-67 24 18 18 IX 
1962and 1963 18 18 IX 
1959-61 18 IX 
1946-58 TX 

Catalogue and 
reference yeai 

1-71 

iY7" 
1-fl, 

1 Q 7 7 

1963, 1964 



Year 
Catalogue 67-202 

Catalogue and 
reference year 

1974 1971-73 1968-70 1926-67 

28 
73 22 
70 22 

)67 XIII 
67-20 1 

1961 and 1962 
)45, 1954 and 1960 35* and 35At 

67-503 A 
48 (United States, unrevised) 6 

67-D-5 1 
1936 

)36 (unrevised) 1-16 
1937 

37 (unrevised) 1-4 and 10-13 
67-74 27 
66 21 Xl 
63 and 1965 (may be un- XI 

revised) 
67-201 

1963, 1964 and 1965 
)55, 1957, 1959 and 1961 59* 

1961 and 1962 
60 37* and 38* 

6 7-503 
153 (United States only) Xl 
174 36 
171-73 36 25 
170 25 25 
168 and 1969 (unrevised) 25 
167 25 XV 
165 and 1966 XV 

6 7-20 1 
1963, 1964 and 1965 

164 XV Xl 
162 and 1963 XI 

1961 and 1962 
)60and1961 Xl 

1960 
159 Xl 

1959 
158 Xl 

1958 
157 Xl 

1957 
156 XI 

1956 
155 XI 

6 7-503 
154 XII 

;eOraphielI 	distribution 	by I 

d i 	: 

\ iuluir of concerns by country 
control, form of organi- 
ui. md 111 d II! 
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A considerable amount of subsidiary detail related to foreign-controlled enterprises is available: 

Published Data Sources 
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Series Year 
Catalogue 67-202 

Catalogue and 
year  1974 1971-73 1968-70 1926-67 

67-201 
1954  

Number of concerns by country 1953 
of control, 	form 	of organi- 
zation, and industry - Con- 
cluded 

1953 
1952 IX 

1952 
1951 IX 

67-503 A 
1948 8, 16 and 17 

67-501 
1946 XLI 

6 7-50 3 
1945 Xl' 

6 7-20 1 
1926-45 

1944 XXX 
67-D-52 

1936 and 1937 2 
67-D-51 

1936 
1936 1-16 

1937 
1937 1-5and 10-13 

67-503A 
1945 (United States only) 8A  

Number of concerns in which 1974 35 
foreign 	capital 	is 	invested, 1971-73 35 24 
with analysis of change 1967-70 24 

1964-66 26* 
6 7-20 1 

1963, 1964 and 1965 
1962-64 63 * 

1961 and 1962 
1960 and 1961 24 * 

1960 
1959 26 * 

1959 
1958 20 * 

67-21H 
195S 

1957 21 * 

1957 
1956 20 * 

1963, 1964 and  
Size distributions with varying 1961 71  

detail 
1963, 1964 and 196 

1960 70* 

1961 and 37*4 

195 



Year Catalogue and 
reference year 

1974 1971-73 1968-70 1926-67 

1972 and 1973 37 
1971 37 26 
1967-70 37 26 26 
1965 and 1966 37 26 26 XVI 
1963 and 1964 37 XVI 
1961 and 1962 XVI 
1960 26 26 XVI 
1956-59 XVI 
1954 and 1955 26 26 XVI 
1952 and 1953 XVI 
1926, 1930, 1939, 1948 and 26 26 XVI 
1951 

1972 and 1973 38 
1971 38 27 
1968-70 38 27 27 
1965-67 38 27 27 XVII 
1963and 1964 38 XVII 
1961 and 1962 XVII 
1960 27 27 XVII 
1956-59 XVII 
1954 and 1955 27 27 XVII 
1952 and 1953 XVII 
1926,1930.1939.1948 and 27 27 XVII 

(td.0 67. 'ii 

ri' 

Hook values 	 I  

( )\ 	Illislip. 	I T. 
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Catalogue 67-202 
Catalogue and 
reference year 

1974 119h1.7311968.b011926.67 

67-503 
Size distributions with varying 1946 and 1953 

	
11 

detail - Concluded 

Series 	 Year 

67-D-51 
1936 

17 

Marshall, Southard and Taylor: Canadian-American Industry, V - VII 

6 7-20 1 
1963, 1964 and 1965 

pp. 84-98 and XVIIA - XXE 

6 7-50 3 
pp. 42-45 and XlIl-XVIII 

1955 
p. 29 

67-D-58 

Marshall, Southard and Taylor: Canadian-American Industry, pp. 26-
29 and V - VIl 

on-resident Ownership of Canadian Industry. The Canadian Journal of 
e, November 1956, pp.  449-460. 

Manufacturing activities 

Additional reference 

1932 

1932 (United States only) 

1946, 1953 and 1961 

1946 and 1953 

1953 

1946 (United States only) 

1932 (United States only) 

C.D. Blyth and E.B. Cart y . N 
Economics and Political Scienc 

* statement. 

[here are also many series related to foreign ownership and control of Canadian industries: 

Published Data Sources 
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Series 	 I 	 Year 

	

Control, percentages 	 1972 and 1973 
1971 
1967-70 
1965 and 1966 
1963 and 1964 
1961 and 1962 
1960 
1956- 59 
1954 and 1955 
1952 and 1953 
1926, 1930, 1939, 1948 and 

1951 

1 1937 (not comparable) 
Control, 	showing 	government 1972 and 1973 

enterprises 1971 
1969 and 1970 
1968 
1967 
1963-66 

1962 

1960 and 1961 

1959 

1948 

Manufacturing, petroleum and 1972 and 1973 
natural gas, and mining, detail 1971 

1970 
1969 
1968 
1967 
1954-66 (may be unrevised 

I 1953 
Ownership 	of 	manufacturing, 1972 and 1973 

petroleum 	and 	natural 	gas, 1971 
and 	mining, 	detailed 	per- 1967-70 
centages 1963-66 

1954-62 
Control 	of 	manufacturing, 1972 and 1973 

petroleum 	and 	natural 	gas, 1 1971 
and 	mining, 	detailed 	per- 1967-70 
centages 1963-66 

1954-62 

Petroleum industry 1954 and 1955 

1945 and 1953 

1952 	(foreign 	investm 
only) 
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Some data are also available in respect of the 
Canadian equity in foreign -cont rolled enterprises in 
Canada. Table Xl in Catalogue 67-503 provides a dis-
tribution of the equity of Canadians in United States-
controlled enterprises in Canada in 1953. Statements 
37 and 38 in the issue of Catalogue 67-201 covering 
1961 and 1962 provide data for the end of 1960 for 
the value, form and proportion of Canadian equity 
ownership in large United States-controlled and other 
foreign-controlled enterprises. There is also information 
on Canadian equity in the tables covering geographical 
distribution by ownership and by industry listed above 
as subsidiary detail related to foreign-controlled enter-
pri se S. 

Evaluation 	1st il I nites of the hook value of 

toreign direct investment in Canada are believed to be 
reasiiiiahlv complete and accurate. 

.•\ special 	iiak Sis H intoinitioji wiliLli hccanic 
available under the Corporations and Labour Unions 
Returns Act was carried out in 1964. The results will 
be found in a note on page 65 of The Canadian Balance 
of International Payments 1963, 1964 and 1965 and 
International ln'estment Position, Catalogue 67-201. 
this analysis led to the addition in 1964 of about 400 
companies involving accumulated foreign direct in-
vestment in Canada of $158 million, equivalent to 
thout 1% of the stock of foreign direct investment in 
Canada at the time. About half of the adjustment 
overed investment in real estate and other Imance 

companies 

(Mrvernment Bonds 

('uhicept and description - This category covers 
foreign investnidnt in bonds of the Government of 
(anada, provinces and municipalities, including all 
the funded debt guaranteed by them with the sole 
e\ception of railways. Railway fmancing has always 
been treated separately arising from its historical origin 
and importance in Canada. The basis and rationale of 
vain ti,in is iJescrted ill one it the sectian of Part VII 

Since the invcLtiileiit 1 1 11 oil Cstitil:itCs are based 
llpcn nominal or face values of the securities, expressed 
it nonunal rates of exchange, 7  changes in the values of 
oldings differ from the actual amounts of capital which 

mis hive flowed into or out of Canada.  

flows for portfolio transactions in Canadian securities 
described under series D30, D32 and D33 in Part Ill. 

Sources and methods - Registers have been cons-
tructed over the past 50 years to record all the informa-
tion available on the international ownership of the 
direct and guaranteed obligations of the governments 
of Canada, the provinces, municipalities, and their 
agencies. These records reflect in the first place the 
initial distributions of issues based upon the data sources 
described in respect of series D32 in Part III. 

If new issues were to be held to maturity in the 
country where they were first owned, there would be 
little difficulty in estimates of foreign holdings of 
bonds of Canadian governments and their agencies. 
lInt, of course, this is not the situation. There is a sig-
nificant volume of international after-trading of out-
standing issues which is recorded in series D30. In 1972, 
for example, the volume of such trading in issues of 
Canadian governments approached three quarters of a 
billion dollars. 

Setting aside for the moment the question of 
retirements, let us examine the processes whereby the 
effects of trading in secondary markets are reflected 
in the estimates. Some knowledge about the changing 
ownership of individual issues becomes available. 
Analysis of the reported portfolio holdings of foreign 
insurance companies and investment funds may reveal 
that portions of issues previously known to have been 
held in Canada have passed into non-resident hands, 
or vice versa. Individual issue records are adjusted 
accordingly. But for large parts of the net trade in out-
standing issues only the categories specified on the 
schedule BP-30, Security transactions with non-resi-
dents, or on the other survey sources mentioned under 
series D30 in Part Ill, are available. The procedure is 
to project the estimated holdings of each category of 
bonds from year to year on the basis of the trans-
actions recorded in series D30, D32, and D33, and 
after due allowance for price and exchange rate effects 
to put them on the basis of the valuations employed in 
estimates of holdings. The resulting total for each 
c.Itegory is compared with the sum of the individual 
Issue detail recording all the known information avail-
able on that basis. The difference in respect of each 
category, which may be positive or negative, is recorded 
as a net adjustment reflecting trading not identified by 
specific issue. 

c capital flows related to foreign holdings of 
,imiait an government bonds are elements of the capital 

' 	ii 	fl 	ilic it, itt tt \ t L 

Retirements of bonds of Canadian governments 
held by non-residents remain to be accounted for. As 
each issue matures, or is called in advance of maturity 
ePic 	ii 	Ti Pc 	m in pit 	tie L tiP iv, l 11.11 	55IC 	Cc Ui 
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is examined to establish the amount to be reflected as 
retirements, if necessary, on a pro rata basis geograph-
ically, and the amounts outstanding are appropriately 
reduced. The category total for the net trading ad-
justment in respect of issues not identified individually 
is amortized quarterly over a period of 15 years. Thus, 
1.67% of any positive balance is recorded quarterly 
as a retirement and 1.67% of any negative balance is 
deducted quarterly from the recorded retirements 
flow. 

The records of individual issues together with 
the trading adjustment are used to produce periodic 
benchmark analyses of the interest payable to non-
residents by quarter and by currency. These benchmarks 
are used in the construction of the quarterly estimates 
of interest payments which are a component of series 
BI 5. In the case of the trading adjustment the interest 
rate applied is based upon the weighted average applying 
to identified issues in the category. 

Published data sources - Series covering foreign 
investment in securities issued or guaranteed by the 
Government of Canada, by provinces, and by munici-
palities (except railways), distributed geographically, 
will be found in Table 19 of Canada's International 
Investment Position, 1974 (Catalogue 67-202) for 
the years 1964 through 1974. Data for the years 1926, 
1930, 1939, 1945, 1950, 1955 and 1960 will be found 
in Table 13 of the reports for 1971-73 and 1968-70 
while data for 1933 and for the intervening years after 
1945 will be found in Table V of the corresponding 
report for 1926-67. Data for years from 1926 through 
1937 (unrevised) will be found in Table I of The Cana-
dian Balance of Internarional Payments, A Study of 
Methods and Results (Catalogue 67-D-52). 

Series for the geographical distribution of owner-
ship in Canada and abroad of net Canadian long-term 
funded debt, by currency of payment, for the years 
1964 and 1972 through 1974 will be found in Table 26 
of the issue of Catalogue 67-202 for 1974 and for the 
years 1963 and 1971 in Table 20 in the 1971 -73 issue. 
Data for the years 1960, 1965, 1969 and 1970 are con-
tained in the report of 1968 -70 (Catalogue 67-202) 
while data for 1957 and 1967 are contained in State-
ment 23 of the corresponding report for 1926-67. Data 
for 1954 and 1964 will be found in Statement 60 of 
The Canadian Balance of International Payments, 1963, 
1964 and 1965 and International Investment Position 
(Catalogue 67-201), for 1960 in Statement 21 of the 
corresponding report for 1961 and 1962, and for 1959 
in Statement 22 in the corresponding report for 1960. 

Similar series without, however, distributions 
by currency of payment exist for a number of earlier 
years. These will be found mainly in the annual reports, 

The Canadian Balance of International Payments and 
International Investment Position (Catalogue 67-20 1), 
and relate to the year covered by the report, as follows: 
1958 (Statement 22), 1956 (Statement 22), 1955 
(Statement 23), 1953 (Statement 16), 1952 (Statement 
18), and 1951 (Statement 14). Data for 1949 will be 
found in Statement 3 of Canada's International In-
vestment Position, 1926- 1949 (Catalogue 67-503A). 

Evaluation - The series are believed to be reason-
ably complete and accurate. 

Other Portfolio Investment 

Concept and description - This category covers 
investment in Canadian corporations by non-residents, 
other than investments in direct investment enter-
prises from the countries in which control of them is 
deemed to lie. (Some investments having similar charac-
teristics are included in the series for miscellaneous in-
vestment which is described in the section which follows. 
These investments are segregated because their measure-
ment is very difficult and less precise than is the case 
with respect to other portfolio investment, and because 
no industrial distribution is possible.) 

The basis of valuation is described in one of the 
sections of Part VII. Changes in the values of holdings 
will differ from the actual amounts of capital which 
may have flowed into or out of Canada. In the case of 
debt obligations the investment position estimates are 
based upon nominal or face values of the securities, 
expressed at nominal rates of exchange. In the case 
of equity investments the values are those which appear 
in the consolidated accounts of the enterprise in which 
the capital is invested after adjustment to exclude 
long-term investment abroad by the enterprise. 

The capital flows related to other portfolio hold-
ings of Canadian securities are elements of the capital 
flows for portfolio transactions in Canadian securities 
described under series D30 through D33 in Part Ill, 
while the capital flows related to the remainder of Other 
portfolio investment are elements of series D50. 

Shown separately for the years from 1954 through 
1964 were United States investments in Canadian long-
term securities through a group of special "income 
accumulating funds". These were referred to in the 
section of Part 111 describing portfolio transactions in 
Canadian securities (series D30 through D33). In the 
absence of information with respect to underlying book 
values the holdings were recorded at market values in 
the investment position statistics. The amounts shown 
for United States investment in Canadian long-term 
securities through these funds were slightly smaller than 
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their total holdings of the securities because of the 
existence of minor amounts of non-United States in-
vestment in the funds. A description of the operation 
of the funds and an analysis of their transactions were 
published on pages 44 through 47 of The Canadian 
Balance of International Payments, 1963. 1964 and 
1965 and Canada's International Investment Position 
(Catalogue 67-201). 

Sources and methods - Estimates of the book 
value of Other portfolio investment are constructed 
at the same time as, and in parallel fashion to, the 
estimates of book value of foreign direct investment 
in Canada, which have already been described. (There 
is, of course, no portfolio investment corresponding 
to the element covering investment in Canadian branches 
o f non -Canadian corporations.) 

Essentially the estimates cover all foreign long-
term investment in Canada through ownership of Cana-
dian enterprises, as revealed in the surveys on schedules 
lIP-SI. BP-52 and BP-59, except that classified as direct 
invest nent. 

Adjustments in respect of trading in outstanding 
corporate bonds, paralleling those described above for 
ecwernment bonds, are necessary. The net adjustments 
irc Lhsirihuted rather arbitrarily by industry. 

l'ublished data sources - A substantial amount of 
inloiiitation is published on Other portfolio investment 
in Canada. References to series for the geographical dis-
ribution by type of investment and to detail of invest-
itent in the financial industry have been shown in the 
eneral section on Canadian liabilities above. The detail 

of portfolio investment in corporate bonds appears 
tlongside the series for government bonds described 
in the iitimediately preceding section. 

Series for portfolio investment distributed geo-
rapIiicalIy by industry will be found in Table 25 of 

('anada 's International Investment Position, 1974 
(('atalogue 67-202) for the years 1964 through 1974. 
I)ata for 1926, 1930, 1939, 1945, 1950, 1955 and 
960 will be found in Table 19 of the issues for 1971 - 
3 and 1968 -70 while data for 1933 and the inter-

vening years after 1945 will be found in Table X of 
the corresponding report for 1926-67. 

Evaluation - The series are believed to be reason-
,ihlv complete and accurate. 

I iscell a uco us In vest ii cut 

(oncept and description - The final category of 
LI \ering foreign long-term investment in Canada 

described as miscellaneous investment, Included are 
anadian securities, mortgages, real estate, and other 
sets held ol aWiiiiiisired tier i nresidenis h trustees. 

agents, nominees, private investment companies, etc. 
While some of these investments are similar to those 
covered above in the series for government bonds or 
other portfolio investment, the measurement of in-
vestments held through the channels covered in mis-
cellaneous investments is necessarily less precise and it 
is not possible to distribute them by type and industry. 

Five distinct series are constructed: Canadian 
securities, mortgages on Canadian real estate, real 
estate in Canada, Columbia River Treaty, and other 
investment. Each of these is described in greater detail 
under Sources and methods below. 

Sources and methods - The estimates of holdings 
of Canadian securities are constructed from a variety 
of sources. 

A substantial element of the total is derived from 
the schedule BP-29, Report by trust and mortgage loan 
companies in Canada on transactions with non-residents. 
Item 1(a), lines 01 and 02, provide figures respectively of 
holdings by branches in Canada of Canadian stocks and 
of Canadian bonds for non-residents in management, 
safe custody and agency accounts, estates and trusts, 
and holding companies. (Liabilities to non-residents in 
the form of Canadian dollar guaranteed investment 
certificates, deposit receipts and debentures of the 
company which appear as item 11(a), line 10, are re-
corded as funded debt of the trust or mortgage loan 
company concerned, and as such appear in other port-
folio investments.) 

A second important element of the series for 
miscellaneous investments in Canadian securities is 
derived from information, largely of a public nature, 
in respect of a number of European financial institutions 
which are important investors in Canada but whose 
holdings are known to be registered in the names of 
Canadian intermediaries. 

A third element of the series represents invest-
nient through more than 250 non-resident-owned in-
vestment corporations. The series is constructed from 
a special tabulation by the Business Finance Division 
of balance sheets of these companies. Liabilities to 
shareholders and affiliates are netted against gross 
assets, and the remaining figure is divided into claims 
on Canadians and claims on non-residents using reported 
income from these groups as an indicator. 

Other important elements of the series are derived 
urn the capitalized value of foreign investment income 
t,rulated by Revenue Canada from personal tax returns 
bearing non-resident addresses, and investment in Cana-
dian securities held in respect of non-resident bene-
ficiaries of private resident trusts. There are a number 
of other smaller items in the series providing for other 
holdings, and there is also some allowance for possih! 
LI II Ic-c IlitiriC hes ccii eieiIid snIiCc\ 
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The second published series within the category 
of miscellaneous investments covers mortgages on 
Canadian real estate. A part of this is derived from the 
reports on BP-29 by Canadian trust and mortgage loan 
companies (item 1(b), line 03). There are elements for 
the holdings of Canadian mortgages by non-resident-
owned investment corporations and by non-resident 
individuals derived substantially in the same manner 
as already described for Canadian securities. By far 
the major part, however, of holdings by non-residents 
of mortgages on Canadian real estate is represented 
by the holdings of United States life insurance com-
panies. Estimates of the total holdings by United States 
life insurance companies are obtained from Central 
Mortgage and Housing Corporation; from the total 
is deducted the total of mortgages held by United 
States life insurance companies as part of their opera-
tions in Canada, derived from records of the Depart-
ment of Insurance. The latter amounts are seen as 
domestic investments representing the employment 
of funds of Canadian policy holders or of the capital 
of Canadian branches. The remainder, however, re-
presents foreign investment. 

The component series for real estate in Canada 
begins with the figures reported by trust and mortgage 
loan companies in item 1(c), line 04, of the BP-29; it 
will be noted that the figures are net of any related 
debt. Additional amounts of a relatively small mag-
nitude are estimated for non-resident-owned investment 
corporations or individuals as in the case of Canadian 
securities or mortgages. There is a substantial figure 
for specific properties identified as owned by non-
residents, and a further substantial allowance is made 
on the basis of numbers of summer residents, reports 
published by some provinces or in the press, etc. An 
addition is made to allow for other holdings less possi-
ble duplication between the sources used. 

It should be noted that many other non-resident 
holdings of the types of investments already discussed 
are covered, although not similarly classified, in the 
earlier series for direct investment, government bonds, 
or other portfolio investments. Mortgage debt of Cana-
dian enterprises which is held directly by non-resident 
investors is included with the investment in these enter-
prises, as are large amounts of real estate owned by 
Canadian enterprises which are classified by industrial 
function (those formed specifically for the holding o 
real estate or mortgages being grouped with the financial 
industry). A part of the unclassified Canadian securities 
component in miscellaneous investments also reflects 
investment in private real estate holding companies. 

Miscellaneous foreign investment in Canada 
includes an entry in respect of the Columbia River 
Treaty arrangements. These were described in consider-
able detail under series D48 in Part III. The total of the 
capital received for the sale of downstream benefits 
ail fi hood danoige i .slo ii aa iiahilitv li.h is  

being reduced by approximately 1/13 in each year 
beginning with 1968. Although reflected in Canada's 
international investment position, this amortization is 
not reflected in the Canadian balance of international 
payments. 

Finally there is a group of other investments 
within the miscellaneous investment category. This 
includes the Canadian dollar balances held by Canadian 
trust and mortgage loan companies for non-residents in 
management, safe custody and agency accounts, estates 
and trusts, and holding companies (item 1(d), line 05), 
of the BP-29. An estimate is included of the partici-
pation of non-residents in the petroleum and natural 
gas industry in Canada through investments in limited 
partnerships and joint ventures and in pre.payments 
for future deliveries; this is largely based upon the 
BP-19, Petroleum and natural gas industry in Canada. 
Some allowances are made for non-resident equity in 
the Canadian portions of international bridges, cable 
facilities, etc. The group also includes an estimate of 
miscellaneous liabilities to non-residents based upon the 
capitalized value of annuity, estate and miscellaneous 
income recorded on Canadian tax returns of individuals 
with non-resident addresses. 

Published data sources - Series for foreign mis-
cellaneous investment in Canada distributed geographi-
cally by type will be found in Table 29 of Canada's 
International Investment Position, 1974 (Catalogue 
67.202) for the years 1964 through 1974. The years 
1953, 1955, 1960 and 1963 will be found in Table 23 
of the corresponding issue for 1971 -73 and the years 
1952 and 1962 will be found in Table 23 of the 1968-
70 issue. Data for the intervening years after 1952 will 
be found in Table XIV of the corresponding rep'rt 
for 1926-67. 

Evaluation - Most of the series embraced wjtliiii 
miscellaneous foreign investments are imprecise, re 
flecting difficulties of both coverage and valuation. Thcv 
probably represent the best general orders of magnitudc 
which it is possible to construct with existing resoni ces 
from the mixture of data available. 

This completes the description ot the series 
making up long-term foreign investment in (aiiad 

Non-resident Equity in Canadian Assets Abroad 

Concept and description - The existence ol 
substantial equity of non-residents in Canadian invest-
ment abroad through their ownership in Canadio 
enterprises has already been noted. Since this equt\ 
forms a part of Canadian assets abroad but is not ic 
flected as an element of the liability represented 
foreign long-term investment in Canada for reaso-
which have already been described, it is necessary 
reflect it sOecificahl\ ioon 	( 	iada 	exicrinil hiaihiie., 
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The estimate is based upon the valuations employed 
in constructing the measures of Canadian investment 
abroad. Accordingly it tends to be somewhat larger 
than the corresponding deduction to arrive at foreign 
long-term investment in Canada since the full book 
value of foreign assets may not appear on the balance 
sheets of some Canadian companies which do not make 
a practice of presenting fully consolidated data. 

Sources and methods - Estimates of the non-
resident equity in Canadian assets abroad are con-
structed largely from the schedules BP-51 and BP.52, 
Geographical distribution of ownership of capital 
and the BP-59, Capital invested abroad by Canadian 
enterprises. The values are derived from the latter 
schedule. In the case of direct investment abroad they 
come from the total value of the respondents' interest 
in long-term investments abroad as valued by the sub-
sidiary or affiliate concerned and shown in section A. 
In the case of portfolio or indirect investments, the 
values used are the carrying values of the respondent 
which appear in section B. These values are then dis-
tributed in accordance with the geographical distribu-
tions of ownership of the Canadian enterprises revealed 
o n the schedules BP-51 and BP-52. 

Published data sources Series for the equity 
and control by geographical distribution of Canadian 
direct investment abroad are available for 1954 and for 
1957 through 1974. The references are cited in the 
section for data sources related to direct investment 
abroad. Series in terms of hundreds of millions of 
dollars for non-resident equity in Canadian assets abroad 
hack to 1939 appear in Table I of the issues for 1974, 
1971 -73, 1968-70, and 1926-67 of Canada's Inter-
national Investment Position (Catalogue 67 - 202). 

Evaluation - The series are believed to be rela-
tively c mplete and accurate 

Oil icial SI) R Liahilit ics 

Concept and description -- This series represents 
tI;c '.iluc of allocations to Canada by the International 
Monetary Fund of Special Drawing Rights. These ins-
truments have been described under series j in Part III. 
fhe liability was described in a note to the 1970 fi-
nancial statement of the Exchange Fund Account as 
representing the obligation that arises upon the termi-
nation of Canada's participation in the Special Drawing 
Account under Article XXX of the Articles of Agree-
ment of the International Monetary Fund or on the 
liquidation of the Special Drawing Account under 
,\rticle XXXI. A liability entry also appears in the 
Statement of Assets and Liabilities of the Government 

t Canada in the Public Accounts. 

It is the practice within the Exchange Fund 
Acctiiit I0 jrcss 	hc liahilit'; in rcsncct uf Speiai 

Drawing Rights allocated to Canada at the exchange 
rate applicable to the balance sheet date. On the other 
hand the liability which appears on the Government's 
balance sheet is at the values originally ascribed to the 
Rights. It is the general practice within the statistics of 
Canada's external liabilities to value long-term claims 
at the exchange rates applicable when they were created. 
The practice has been followed in this case despite the 
close relationship existing between the long-term liabi-
lity and the holding of Special Drawing Rights in 
Canada's short-term external assets. The values recorded 
accordingly follow the Public Accounts rather than 
the Exchange Fund Account. 

Sources and methods - The series comes from 
official records. 

Published data sources - The series appears in 
Table 1 of the issues for 1974, 1971 -73 and 1968-70 
of Canada's International Investment Position (Cata-
logue 67-202). 

Evaluation - The series is complete and accurate. 

Non-resident Holdings of Canadian Dollars 

Concept and description - This series is made 
up of Canadian dollar deposits of non-residents with 
financial institutions in Canada, Government of Canada 
demand liabilities, and holdings by non-residents of 
Government of Canada treasury bills. 

The capital flows relating to these claims appear 
respectively in series D71, D72 and D74. For the most 
part they represent changes in the stock series employed 
in Canada's international investment position. 

Sources and methods - The element in respect 
of Canadian dollar deposits of non-residents is made 
"p of deposit liabilities to non-resident customers and 
correspondents of the head offices and branches in 
Canada of Canadian chartered banks and any net Cana-
dian dollar liability to their branches, agencies and 
subsidiaries abroad. Also included are deposits in Cana-
dian dollars accepted from abroad and "money em-
ployed" for non-residents by the Bank of Canada, and 
Canadian dollar deposits of non-residents with Canadian 
savings banks, and trust and mortgage loan companies. 
The sources are more fully described under series D71 
in Part III. 

The element comprising non-resident holdings 
of Canada's demand liabilities covers mainly non-
interest-bearing notes payable on demand to inter-
national investment agencies. Further details are pro-
vided in the discussion of series D72 in Part 111. 

The final component of non-resident holdings of 
(LuIadiart dollars rcurcciits liilIines ol 1rc:i!,rv luIl 
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of the Government of Canada which have been des-
cribed under series D74 in Part III. 

Published data sources - Series for the three 
principal components of non-resident holdings of 
Canadian dollars are available from 1964 and data for 
1969 through 1974 will be found in Table 30 of Ca-
nada's International Investment Position, 1974 (Cata-
logue 67-202), Data for 1968 will be found in State-
ment 21 of the 1971 -73 edition while data for the 
years 1964 through 1967 will be found in Statement 
21 of the corresponding report for 1968-70. Series 
in terms of hundreds of millions of dollars for total 
non-resident holdings of Canadian dollars back to 
1939 appear in Table I of the issues for 1974, 1971 - 73, 
1968 -70, and 1926 -67 of the same publication. 

Evaluation - The series are dependent upon 
classifications accorded to depositors and transactors 
by Canadian financial institutions. They are believed to 
be reasonably complete and accurate. 

Short-term Finance Company Obligations 

Concept and description - This series comprises 
three components: holdings by non-residents of the 
short-term paper of sales f'mance and consumer loan 
companies, bank borrowings abroad by such companies, 
and advances to them from parent companies abroad. 
The related capital flows are covered in series D76 in 
respect of finance company paper and D81 in respect 
of the other two forms of short-term obligations. These 
series are described in Part III. 

Sources and methods - The series for non-resi-
dent-owned holdings of Canadian finance company 
paper is based upon two specific inputs. Security dealers 
and banks in Canada identify on supplements A and B 
to the schedule BP.30, Security transactions with non-
residents, the issuer and month of maturity of paper 
sold to or repurchased from non-residents. This permits 
the construction of a continuing inventory of such papet 
reflecting sales, repurchases and maturities. A second 
source is the quarterly schedule BP-21C, Report by 
Canadian finance companies. Item 3 of this return 
records the geographical distribution of notes of the 
respondent having an original term to maturity of one 
year or less which are held by other than affiliated 
companies or banks. In principle this schedule would 
include as foreign-held any paper which the respondent 
had placed abroad directly (including, of course, paper 
placed through non-resident dealers). The schedule 
BP.30, on the other hand, would reflect those instru-
ments which passed into the hands of non-residents 
through Canadian dealers. The two sets of data are 
placed in juxtaposition in respect of each company 
and an estimate of total non-resident holdings is derived 

ieiL!lv 	 iI 

The series for borrowings from banks and af-
filiates is derived directly from the BP-21C. Item 1 of 
this schedule records loans and overdrafts with banks 
(treating foreign agencies of Canadian banks as non-
residents). Item 2 records amounts owing to parent 
companies, head offices or affiliates abroad. 

Published data sources - Two series in respect 
of these liabilities are available from the beginning 
of 1964, those for finance company paper and those 
for other forms of obligations. Data for the years 1967 
through 1974 will be found in Table 31 of Canada's 
International Investment Position, 1974 (Catalogue 
67-202) while 1964 through 1966 will be found in 
the 1968-70 issue. The figure for Canadian fmance 
company paper held by non-residents at the end of 
1974 will be found in Table 111.3 in this publication 
and outstanding amounts are also shown currently 
in the table covering transactions in selected money 
market instruments which appears in Quarterly Estima-
tes of the Canadian Balance of International Payments 
(Catalogue 67-001). 

Evaluation - Considerable effort has been put 
into the construction of these estimates and they are 
believed to be reasonably complete and accurate. 

It may be helpful at this point to record that 
the introduction of a published series on short-term 
finance company obligations in 1964 was accompanied 
by some discontinuities in other components of Can-
ada's international investment position. Following a 
careful examination of the statistics for sales Imance 
and consumer loan companies, some $450 million of 
their inter-company and other liabilities previously 
recorded as foreign long-term investment in Canada 
was reclassified in the data for the end of 1964 as 
short term (bringing the figure for short-term liabilities 
of Canadian finance companies to non-residents at that 
time to $877 million). The classification introduced at 
the end of 1964 made the investment position statistics 
consistent with the classification of capital flows used in 
the balance of payment 

Short-term Pavables, n.i.e. 

concept and description - This series comprises 
three components: holdings by non-residents of Cana-
dian short-term commercial paper, holdings by non-
residents of other short-term paper, and all other short-
term payables to non-residents. The related capital flows 
are covered respectively in series D75, D77, and the 
identified flows in D82 which relate to liabilities to 
non-residents. The component for holdings of other 
short-term paper is itself sub-divided into three elements, 
paper issued or guaranteed by provincial and municipal 
governments or their agencies, bearer notes issued by 
Canadian banks, and short-term oh]ieit im ct icr 
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Sources and methods - The series for short-term 
paper is constructed from supplements A and B to the 
schedule BP-30, Secuiity transactions with non-residents. 
The process has already been described in the section 
above dealing with the estimation from this source of 
holdings by non-residents of short-term finance com-
pany obligations. The method is also described in the 
appropriate series in the capital account in Part III. 

The estimate of other short-term payables to non-
residents is based on a benchmark estimate constructed 
for the year 1956. Until that time no estimate for these 
claims had been included in the measure of Canada's 
international investment position. The construction of 
this benchmark followed the procedure which has 
already been described earlier under the series for 
short-term receivables, n.i.e. 

This benchmark has been projected on the basis 
of the recorded liability elements of series D82, Other 
short-term capital transactions, which have already 
been described in some detail in Part III. A special 
problem exists, of course, in connection with the treat-
ment of the balance of errors and omissions which is a 
component of the series. Based upon the performance 
of this balance, from 1945 through 1966 it was regarded 
as a short-term payable. The projection of the 1956 
benchmark back to 1945 and on to 1966 reflects move-
ments in errors and omissions as well as recorded liabili- 

ties. Since 1967 when the accumulated balances of 
errors and omissions began to reflect large net outward 
movements, it has been regarded as a claim on the rest 
of the world and included in Canada's external assets. 

Published data sources - Series for non-resident 
holdings of commercial paper, other short-term paper 
and short-term claims, n.i.e., for the years 1967 through 
1974 will be found in Table 31 of the 1974 issue of 
Canada's International Investment Position (Catalogue 
67-202). Data for 1964 through 1966 will be found in 
Statement 22 of the 1968-70 issue of Canada's inter-
national Investment Position (Catalogue 67-202). A 
distribution showing the types of short-term paper 
held by non-residents at the end of 1974 is given in 
Table 1113 in this publication and will now be found 
on a continuing basis in the table covering transactions 
in selected money market instruments which appears 
in Quarterly Estimates of the Canadian Balance of 
International Payments (Catalogue 67-001). 

Evaluation - The series for short-term paper held 
by non-residents are believed to be reasonably com-
plete and accurate. The residual series covering short-
term payables, n.Le., is based on the corresponding 
series in the balance of payments. This is one of the 
weakest measures in the balance of payments, and this 
weakness is necessarily reflected in the estimates derived 
for use in Canada's international investment position. 





PART V 

THE SURVEY SYSTEM 
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Introduction 
Some important elements in the balance of pay-

ments estimates are derived largely or wholly from 
separate statistical "fmished products" such as mer-
chandise trade or trav4 exvenditures, both of which 
are p—en dent in vatying degree on administrative 
records. Others are derived or produced within the 
ialance of Payments Division directly from adminis-
rat ive records, such as those relating to Canada's pro-
zramme of official loans or its official international 
reserves. But many elements can only be produced 
vith the help of surveys designed specifically for balance 
of payments purposes to elicit the required information. 

The direct results of these surveys can rarely 
he identified directly in the published estimates. Fre-
quently they require a considerable amount of manip-
tilation with other data inputs or indicators. This "hand-
crafting" is, of course, one of the reasons for the length 

1 this volume. 

In some respects the balance of payments statis- 
an faces special sorts of problems. Compilers of other 

nacro-ec000mic series sometimes have the option of 
measuring a transaction from either the debit or credit 
..ide, and the statistical problems associated with each 
may be of quite a different order. In the case of the 
lalance of payments, where one side of the transaction 
ests outside the statistical jurisdiction, the alternative 

may not be available, and a correspondingly greater 
degree of statistical ingenuity may be called for. Ex-
iniples of the effectiveness and economy of measuring 
lansactions from one side or the other will be found 
in the discussion in Part II relating to item D65, Resi-
:ent holdings of foreign currencies abroad, and in the 
iescription of an inter.country exercise in reconciliation 
I! !':irt \l 

I He Balance of Payments l)ivision's survey work 
use at the time of writing of more than 25 

diline:: 1ue'.tinnaires ranging in number of respond- 

ents from many thousands to well below 100. The 
schedules are listed in Table V.1 and copies of them are 
reproduced later in this section. In practice some of the 
schedules are modified by the insertion of specific 
instructions or questions pertaining to the particular 
respondent. 

Each of the questionnaires in use is identified 
by a number prefixed by the letters "BP". The series 
numbered below 50 are used primarily, but not exclu-
sively, for the construction of estimates of items in 
the balance of payments. Those numbered in the 50's 
and 60's are used primarily, but not exclusively, in 
the construction of estimates of Canada's international 
investment position. In certain cases an alphabetical 
suffix is added to indicate a questionnaire which is 
used quarterly but which forms part of a larger survey 
questionnaire employed annually. 

It is convenient for purposes of description to 
divide the particular surveys related to the balance of 
payments into six groups: general surveys of trans-
actions between Canada and other countries (schedules 

P21 through BP-23), together for convenience of 
treatment with two specialized surveys (schedules BP-19 
and BP.21RE relating respectively to the petroleum 
and natural gas industry and to real estate), surveys 
related to the freight and shipping account (schedules 
BP-20 and BP-24 through BP-26), surveys related to 
Canadian and foreign insurance companies (schedules 
BP-27 and BP.28), transactions of trust and mortgage 
loan companies (schedule BP-29), and international 
security transactions (BP.30). 

In the descriptions no attempt is made to describe 
in detail the links between a specific survey and the 
variety of items in the balance of payments or the 
international investment position in which it may play 
a part. Chart V.1 sets this out in summary form and 
further detail will be found in the discussions of sources 
and methods for the specific items in Parts II, UI, 
and IV. 

Questionnaires Used Primarily in the Construction of Balance of Payments Series 

Y and BI'-2 I through BP-23 - It will be seen 
tHu the first of these groups covers mainly generalized 

in v while the other four groups represent special- 
:t igationS. 

IHe BP-21, Report of transactions between 
itadu and other countries, is used to obtain certain 
sic data annually from Canadian corporations in 
hich there is significant foreign investment or which 

have significant investment abroad, as well as from a 
w - other Canadian corporitions whose transactions 

e. ith non-residents are important. (The questionnaire 
o also used in respect of a relatively small number of 

lupanies incorporated under foreign law primarily 
irpose of engaging in business in Canada.) 

It urns are requested on a "Canadian-consoli- 
HO  

subsidiaries in addition to those of the reporter. The 
number of questionnaires sent out in respect of the 
year 1974 was about 6,300 and of these about 800 
were returned without significant entries. 

The questionnaire is divided into four parts 
dealing respectively with transactions affecting long-
term non.Canadian investment in the reporting entity, 
transactions affecting long-term investment abroad 
by the reporting entity, short-term Canadian assets 
and liabilities of the reporting entity, and certain 
service transactions. The schedule does not seek figures 
for all transactions with non-residents as some data are 
derived from other sources. Commodity imports and 
exports are obtained primarily from customs documents 
and freight and shipping transactions are estimated 
independently. Marty items may not be relevant for a 



Chart V. 1 

Survey Schedules and their Links 
to Specific Series 

Balance of Payments 
By 19 Petroleum and natural gas industry in Canada 

BP-2D Great Laker - St Lawrence Seaway shipping transactions 

BP-2 I Report of transactions between Canada and other countries 

BP 21 	Report of trarnactsons between Canada and other countries 
(Sa pp.) 

BP-2 t A Report of transactions between Canada and other countries 

BP-21C Report by Canadian linance oorrrponres 

BP-2 IRE 	Report of real estate transactiorn between Canada and other countries 

BP-22 Report or investment to Canada of non-Canadian corporatIons 

BP-22A Report no Innestmert in Canada of non-Canadian corporations 

BP-23 Poyrrrent of dtvidendr 

BP.24 Report of cargo, earninfR and expenses of ocean vessels operated by ron-resident interests 

BP 25 Report 01 cargo, earnings and expenses of ocean sezels operated by Canadian companies 

BP-GR Report on imports of croda petroleum and products, and other shipping operations 

BP-2? Movement of funds between Canadian Insurance companies and their branches, 
agencies, bark accounts, and other companies or persons outside Canada 

- - - 

BP.28 Movement at lands between British and fotoign irrsurence companies doing husinaw 
in Canada and head on Other offices, companies or parsons Outside Canada - - 

BP-29 Report by trust and mortgage loan companies in Canada on trorrsaclionnwilh nnn.resrderts 

BP-30 Secority transactions with non-residents 

BP-30 Silt, to nor-residents of short-term securities 
(Sopp. A) 

- 

BP-30 Purchase, from non-residents of short-term securities 
lbapp B) 

- - - 

International Investment Position 
BP-51 	Geographical distribution of ownership of capital 

BP-h2 Geographical disnribolinn of ownership of oepitef 

8P-53 Ownarsftip in Canadian corrrpenies 

BP-55 Particulars of selected issues at forded dtbt 

BPS) Investment in Canada at non Canadian corporations 

BP-58 Report by  non-Canadian airlines operating in Ceneda 

BP-59 Capital isrested abroad be Canadian entetproes 

BP-59 	Ssepplenrentary acfredufe of capital invested thtOrsgh a primary loreign subsidiary 
)Sopp.) 

- - 

BP-60 Canadian ionessmanr in non-Canadian corporations 
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TABLE V.I. List of Schedules Used by the Balance of Payments Division 

Designation Description Frequency 

Balance of Payments 
BP-19 Petroleum and Natural Gas Industry in Canada Occasional 
BP-20 Great Lakes- St. Lawrence Seaway Shipping Transactions Annual 
BP-2 1 Report of Transactions Between Canada and Other Countries Annual 
BP-21 Report of Transactions Between Canada and Other Countries Occasional 

(Supplement) 
BP-21A Report of Transactions Between Canada and Other Countries Quarterly 
BP-21C Report by Canadian Financial Companies Quarterly 
13P-21 RE Report of Real Estate Transactions Between Canada and Other Countries Annual 
BP-22 Report on Investment in Canada of Non-Canadian Corporations Annual 
10 1-22A Report on Investment in Canada of Non-Canadian Corporations Quarterly 
RP-23 Payment of Dividends Annual 
13P-24 Report of Cargo, Earnings and Expenses of Ocean Vessels Operated by Non- Annual 

resident Interests 
ln'-25 Report of Cargo, Earnings and Expenses of Ocean Vessels Operated by Canadian Annual 

Companies 
Lll'-26 Report on Imports of Crude Petroleum and Products, and Other Shipping Op- Annual 

erations 
RI Movement of Funds Between Canadian Insurance Companies and their Branches, Annual 

Agencies, Bank Accounts, and Other Companies or Persons Outside Canada 
RI- 2 Movement of Funds Between British and Foreign Insurance Companies Doing Annual 

Business in Canada and Head or Other Offices, Companies or Persons Outside 
Canada 

UI- Report by Trust and Mortgage Loan Companies in Canada on Transactions with Annual 
Non-residents 

security Transactions with Non-residents Monthly or 
Quarterly 

1F1-30 Sales to Non-residents of Short-term Securities Monthly 
Sui'plement A) 

BP-30 Purchases from Non-residents of Short-term Securities Monthly 
(Supplement B) 

RP-30 Purchases from or Sales to Residents of Canada for Head Office or Canadian Monthly 
SpIcment C) Branch Account (Not for Account of Customers) of Securities Payable Optionally 

Slelv in 011 r11cies ()thr 	ILin (iimdi:ir 

International Investment Position 

I(I- 	I 6cograp1ual L)istribution of Ownership of Capital Annual 
t1 1 -52 Geographical Distribution of Ownership of Capital Annual 
l(l-53 Ownership in Canadian Companies Annual 
Itl'-SS Particulars of Selected Issues of Funded Debt Annual 
R1'-57 Investment in Canada of Non-Canadian Corporations Annual 
Ul'-58 Report by Non-Canadian Airlines Operating in Canada Annual 
I(i'-59 Capital Invested Abroad by Canadian Enterprises Annual 
!tl'-59 Supplementary 	Schedule 	of Capital 	Invested Through a Preliminary Foreign Annual 

Supplement) Subsidiary 
(('-60 Canadian Investment in Non-Canadian Corporations Annual 
Ill-ui lii% 	striciit 	ill 	iriai 	ut 	N 	i-(iiuidutii 	l':tru'rships 
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Statistics Canada Statistique Canada 

Balance of Payments Division 	 CONFIDENTIAL 

OTTAA KIA 07.8 

PETROLEUM & NATURAL GAS 	
B! 19 

INDUSTRY IN CANADA 

Keep one copy for your file 
Please correct Name and/or Address if necessary 	 TsI.pkm.. Ar.a 613/996 .2545 

Si vous prUrex one formule française, prire de l'indiquer et de retourner celle-ci avec votre nom (leures moules) et titre 

Purpose - The purpose of this form is to obtain data on the participation of non-residents in the petroleum and natural gas industry in Canada 
through investments in limited partnerships and )oint ventures and through prepayments for future deliveries. 

Auttiority - This survey is conducted under the Statistics Act, Chapter 15, Statutes of Canada 1970 - 71 - 72. The information submitted will be held 
in strict confidence and will be seen only by persons who have taken an oath of secrecy. 

Consolidation - A consolidated return covering also the operations of Canadian subsidiaries is requested from companies incorporated in Canada. 

1. Are you a managing general partner or a general partner in one or more ''Limited Partnerships 	11 Yes 	No 

If yes, report below the name(s) of the ''Limited Partnership(s)" and the amount of funds transferred to Canada by any non-corporate limited 
partners resident outside Canada for drilling and development expenditures. 

Name of Limited Partnership 

Amount in Canadian dollars 

1972 1973  

-t2OO-lQ.1: 	 2-7 1  



- 229 - 

2. If you have received interest free advance payments for future gas deliveries from United States utility companies, please indicate: 

N ame 

I 	 p. 	 anada please indicate the name and address of each non-resident partner: 

Address 

lcicVkInc 	 & 	k eslr,sjbIe (fflicer 	 >ignacknrc 
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I * Statistics Canada Statistique Canada 
Balance of Payments Division 

REPORT OF TRANSACTIONS BETWEEN CANADA 
AND OTHER COUNTRIES 
CALENDAR YEAR, 1976 

CON F IDE N TI AL 1  

Telephone (613) 996-2545 	 ___ 

Telex 053.3585 	 copy for your file Please correct Name and/ar Address 

Si vous prftrez one lormule lrançaise, prire de l'indiquer et de retourner celle-ci aver, vocre ansi (lettre5 moul&S) Ci tirre 

GUIDE 
1. Purpose - The purpose of this form is to obtain the necessary basic data required to prepare statements of the 

Canadian balance of international payments. You will note that this schedule does not ask for all your inter-
national transactions as some data are compiled through other sources. 

2. Authority - This survey is conducted under the Statistics Act, Chapter 15, Statutes of Canada 1970-71-72. The 
information submitted will be held in strict confidence and will be seen only by persons who have taken an oath 
of secrecy. 

3. Filing of reports: A completed copy of the form should be returned within 30 days to Statistics Canada, Balance 
of Payments Division, Ottawa, Ontario, K1A 0Z8. Requests for extension of the filing time or for additional forms 
should be directed to Supervisor, Data Collection Unit. Requests for clarification of reporting requirements or 
for additional instructions should be directed to the International Investment Position Section. Respondents may 
telephone collect 613-996-2545. 

4. Consolidation - A consolidated return covering also the transactions of Canadian subsidiaries is requested from 
companies incorporated in Canada, or incorporated under foreign law primarily for the purpose of engaging in 
business in Canada. 

5. Express all amounts to nearest thousand of Canadian dollars — All amounts should be rounded by dropping the 
last three digits. If, however, the amount dropped exceeds $500 then the reported amount should be increased by 
one. For example, $1,253,756 should be reported as 1,254 on the form. Please insert a dash (—) where the amount 
is less than $500 or the item is not applicable. 

6. Long term investment - For the purpose of this return, include as long term all items intended or likely to remain 
outstanding for more than one year from the date incurred. Investments by parent companies or principal owners 
may take the form of cash, physical assets (equipment, inventory, etc.) or services. Include in Part I, item (a) 
funds from bank accounts in Canada of non-resident parent or principal owners as well as repayment by the latter 
of loans from the reporting Canadian company. Loans from the reporting company to non-resident parent or prin-
cipals abroad should appear in Part I, item (a). 

7. Security transactions - Exclude from this return all security transactions with non-residents of Canada carried 
out through offices in Canada of investment firms or financial Institutions which are surveyed separately. 

8 Part IV - Report amounts directly remitted, charged to accounts, settled by issue of stock, notes, etc. to creditor. 
Item (b) I Dividend Payments - include bonus payments and dividends paid and simultaneously reinvested and 
also stockdividends which should be identifiedas such. Items (o)3 and (b)5 Receipts and Payments for Business 
and Miscellaneous Services and Charges - include all commercial, financial, professional, technical, administra-
tive or management services, including royalties, patents, copyrights, advertising, commissions, salaries, in-
surance premiums, equipment rentals, and all other receipts from or payments to non-residents for services. 
Merchandise imports and exports and freight and shipping transactions are to be omitted. Please see also special 
note on last page. 

9. Subsidiary:— a company in which the reporting company owns directly and/or indirectly through subsidiaries shares 
constituting more than 50% of the outstanding voting rights. 

10. Effecti vely-control led company:— a company for which the operating and financial decisions are effectively con-
trolled by the reporting company even though it owns less than 50% of the outstanding voting rights. 

ll.Affiliote:— any company which is controlled by substantially the same shareholder or group of shareholders as 
the reporting company. 

12.Relat.-d company:— is a parent, subsidiary, controlled, or affiliated company. 

5-1200-10.1: 19.10-76 
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V. TO BE COMPLETED BY COMPANIES ENGAGED IN THE PETROLEUM AND NATURAL GAS INDUSTRY IN CANADA 
Calendar year 1976 Express amoun's 

in thousands o. 
Canadian dol!o, 

1. Investment by non-resident limited partners in a "Limited Partnership" in which the reporting entity is the 
generalpartner ............................ .....................  ... ......... ....................... ...................................................... .................... .. 

2. Inveatmeitr by non-resident individuals, estates and trusts in joint ventures in which the reporting entity is 

operator.............. .... ............ ... ................................. ............................................................. ....... ............................................ 

3. Production and revenue payments to non-resident individuals involved in joint ventures and Limaced Partner-
shipswith reporting entity 	................................................................................................................ 	$ 

VI. LIST NAMES AND ADDRESSES OF SUBSIDIARY OR CONTROLLED COMPANIES IN CANADA NOT INCLUDED IN THE DATA REPORTED 

ON THIS FORMr 
Name 	 Address 

.1 	 . 

Special Note for Companies Required to File Reports 
under the Corporations and Labour Unions Returns Act 

The amounts recorded for the calendar year on this schedule in Part IV (Payments) should correspori 
in total to those reported on the CALLJRA Statement "Payments to Non-Residents" subject to variarior 
caused by (1) fiscal years ending on dates other than December 31 and  (2)  other amounts paid to nor-
residents (together with applicable withholding tax) by related companies in Canada covered on tb 
BP-2I (i.e., not listed in the section at the top of this form). 

Subject to the foregoing, the following items should correspond: 

Balance of Payments 	 CALURA 
(BP - 21) 	 (Statement of Payments toNon-residenr. 

Part IV (b) 1 Dividend payments 	 Item (A) 

Part IV (b) 2 Interest payments on bonds, etc. 	 Item (13) (i) 

Part IV (b) 3  Other interest 	 Items (B) (ii) and (iii) 

Part IV (b) 4 Real estate rentals 	 Item (C) 

Part IV (b) 5 Payments for business and 	 Items (D) through (0) 
miscellaneous services and charges 

C s other services (other than freight and shipping) falling outside these items (e.g. commissions), 
 omitting charter hire payments. 

Name 
	 Address 

Name and title of responsible officer 	 I Signar 

Telephone 
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I + Statistics Canada Statistique Canada 

alance of Paymenis Division 	 CONFIDENTIAL 

OTTAWA, CANADA 	 I 
REPORT OF TRANSACTIONS BETWEEN CANADA 

BP - 21 SUPPLEME 

AND OTHER COUNTRIES 
CALENDAR YEAR, 1973 

Keep one copy for your file 	 Telephone Area 613/996.2545 - - 	
Pleas, correct Nam, and/or Address if required 

Si vous prfrez une formule francaise, prire de I'indiquer ci de rerourner celle-ci avec vorre nom ci tine 	El 

NOTE 

Iii 	siipplr mciii to schedule III-' —21 is part of an occasional survey to con- 

periodic benchmarks of components of business service payments and 

receipts. The supplement will provide the Balance of Payments Division withde-

tails of business service transactions by countries, net of withholding tax, 

on both the receipts and payments side. (Data filed under the Corporations and 

Labour Unions Returns Act cover payments only, include the tax withheld and do 

not show the countries involved. In addition they may differ due to fiscal years 

ending on dates other than December 31, differences in the degree of consolida-

tion appropriate for reporting to CALURA and the Balance of Payments Division 

and to the exclusion of certain items from the enclosed report, e.g. charter 

hire receipts and parnienis. and the Inclusion of commissions.) 

(SEE OVER) 



BP - 21 SUPPLEMENT 
CALENDAR YEAR, 1973 

Business and miscellaneous services and charges 

RECEIPTS 

Section IV (a) (3) 

I 
Express all amounts 

I to nearest thousand 
Canadian dollars 

--:—- 

Royalties, copyrights. 
patents, trademarks 

E quipment rentals Franchises and similar rights 

4. 

Advertising and sales 
promotion 

5. 

Scientific research and 
product development 

6. 

Insurance premiums 
and other insurance 

transactions 

Country $ M (net) Country $ M (net) Country S M (net) Country $ M (net) Country 5 M (net) Country S M (net) 

From related 
companies 

From related 
companies 

From related 
companies 

From related 
companies 

From related 
companies 

From related 
companies 

From other 
non-residents 

From other 
non-residents 

From other 
non-residents 

From other 
non-residents 

From other 
non-residents 

From other 
non-residents 

7. 

Management and 
administrative services 

8. 

Commissions 

9. 

Annuities and pensions 

10. 

Consulting and other 
professional services 

H. 

Other services 
(please specify) 

TOTALS corresponding to 
IV (a) (3) of BP —21 

Country $M(nec) Country S M (net) Country $ M (net) Country $ M (net) Country SM (net)  

From related 
companies 

From related 
companies 

From related 
companies 

From related 
 companies 

From related 
 Companies 

From related 
companies1 - 

I 

From other 
no,i-residetts 

From other 
nun-residents 

From other 
non-residents 

From ocher 
non-residents 

From other 
non-residents 

From other 
non-residents 

I 



5. 

Scientific research and 
product development 

Country 	I s hi (net) 

6. 

Insurance premiums 
and other insurance 

transactions 

:ountry 	I S hi (net) 

Business and miscellaneous services and charges 

PAYMENTS 

Section IV (b) (5) 

1. 	 2. 	 . 	 4. 

Royalties, copyrights, 	
Equipment rentals 	 Franchises and similar rights 	Advertising and sales 

patents, trademarks 	 promotion 

Country 	SM (net) 	Country 	 S hi (net) 	Country 	 S hi (net) 	Country 	$ hi (net) 

To related 
companies 

To other 
non-residents 

7. 

Management and 
administrative services 

Country 	$M(net)  

F. related 
Companies 

To other 
non-residents 

8. 

Commissions 

Country 	I $ .M (net)  

To related 
Companies 

To other 
non-residents 

9. 

Annuities and pensions 

Country 	Shi(net)  

To related 
companies 

To other 
non-residents 

10. 

Consulting and other 
professional services 

Country 	I $ hi ( net)  

To related 
companies 

To other 
non-residents 

II. 

Other services 
(please specify) 

Country 	I $ H (net)  

To related 
companies 

To other 
non-residents 

TOTALS corresponding to 
IV (h) (5) of BP —21 

"5 

To related 
companies 

To other 
non-residents 

	

To related 	 To related 	 To related 	 To related 

	

Companies 	 - - companies 	_companies _companies 

	

To other 	 To other 	 To other 	 To other 

	

non-residents 	 non-reside nts 	 non-residents 	 non-residents 

To related 
companies 

To other 
non-residents 

Name of company 	 Name (block letters) & Title of Officer responsible for this report 	 Telephone 

3-1200-10.3 
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I * Statistics Canada Statistique Canada 

Balance of Payments Division 	 CONFIDENTIAL 

	

OTTAWA EtA 0Z8 	 {BP_21.4 

REPORT OF TRANSACTIONS BETWEEN CANADA Keep one copy 

AND OTHER COUNTRIES 	 foryour file 

Calendar qi.,Orter ending 

Telephone: Area 613/996-2545 

	

Please correct any mistaken in Nsn,e or Address 	
Telex 013-3585 

Si vous prférez une formule française, prire de I'indiquer et de retourner cells-ct fl 

GUIDE 

Purpose - The purpose of the form is to obtain quarterly data on 1ong term capital transactions between 
Canadian companies and residents of other countries, changes in short term inter-company accounts with 
non-resident parent companies, subsidiaries and/or affiliates, and flows of dividends and interest. It covers 
a selection of the data collected annually on schedule LIP -21 and follows the same item references. 

Authority - This survey is conducted under the Statistics Act, Chapter 15, Statutes of Canada 1970-71 - 72. 
The information submitted will be held in strict confidence and will be seen only by persons who have taken 
an oath of secrecy. 

Filing of Renorts - A completed cOny of the form should be returned to Statistics Canada, Balance of 
Payments Division, Ottawa KIA 07.8 within three weeks of receipt. 

Consolidation - A consolidated return covering also the transactions of Cattad,att subsidiaries is requested 
from companies incorporated in Canada, or incorporated under foreign law primarily for the purpose of eti 
gaging in business in Canada. 

Security transactions - Exclude from this return all security transactions with non-residents of Canada car- 
ried out through offices in Canada of investment firms or financial institutions which are surveyed separately. 

Long term investment - For the purpose of this return, include as long term all items intended or likely to 
remain outstanding for more than one year from the date incurred. Investments by parent compattles or prin-
cipal owners may take the form of cash, merchandise or services. Include in I'ari I, i cr,s (a) funds from bank 
accounts in Canada of non-resident parent or principal owners as well as repayment by the latter of butts 
from the reporting Canadian company. Loans from the reporting company to noti-resident patent or principals 
abroad should also appear in Part 1, item (a), 

Port IV - Report amounts directly remitted or charged to accounts. 

Item (b) I Dividend Payments - Include bonus payments and dividends paid and simultaneously reinvested 
and also stock dividends which should be identified as such. 

I. TRANSACTIONS AFFECTING LONG TERM NON-CANADIAN INVESTMENT IN REPORTING 
ENTITY DURING QUARTER 

Enpress oI! amounts 
to nearest thousand 

Canadian dollars 

Increase in Tcrease in 
investment estment 

during quarter g quarter 
(Receipts) yments) 

	

(a) Investment in the form of easlt, physical assets or services by non-Canad 	parent company or 

princip 	owner 	videnced by the issue of: common or preferred stocks, 	bonds, debentures or 

notesother 	. 	

a 

.............................................................................................................................................. $ 	M 

(b) Investment in securities by other non-residents 
not carried out through Canadian offices of 
investment firms 

(c) Other loans from non-residents 

f (I) Bonds and debentures .............. $ Id 

(2) Stocks ........................................ S Id 

'(1) Banks (Country 	 ) $ U 

(2) Other (Country 	 ) I M 

(d) Simultaneous re-investment of Li Dividends 	 Interest ..................................................................S M 	L 

3-1200-11.1: l-9-75 	 PLEASE COMPLETE BOTH SIDES 
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Expresa all mnoune 
to nearest thousand 

Canadian dollars 

Increase in 	Decrease in investment 	investment 
(I. TRANSACTIONS AFFECTING LOIG TERM INVESTMENT ABROAD BY REPORTING 	 during quarter 	during quarter 

ENTITY DURING QUARTER 	 (Payments) 	(Receipts) 

ivesiment in the form of cash, physical assets or services 	(I) United States 	..............................S 	M  ii 	ranches abroad or in subsidiaries or controlled compuntes 
ad 	is Id inst-I 	thvn. 	ar 	I: 	comrrisin 	or 	preferred 

(2) United 	Kingdom 	................... . ... .$ 	H  

(3) Other (specify) - 	$ 	H  

'I 	Iii 	esimeni 	in son-(.ursadian 	securi ties not carried 	out 	through 	(I) United States 	............................. . 	S 	H  inadian offices of investment ltrms 
Bonds and debentures 	(S H ______________ ) 	(2) United Kingdom 	..........................$ 	H  

Stocks 	 (SM 	) 	(3) Other (specify) 	S 	H 
At beginning 	At end 

III. SHORT TERM NON-CANADIAN ASSETS AND LIABILITIES OF REPORTING ENTITY 	 of quartet 	of quarter 
Please indicate caunrry and amount if change esceeds 3M50) 

liii,,, 	U 	 (I) Debit 	balance (owing 	to Canada) .............. ............. 	$ 	H  

~(2) 	Credit 	balance 	(owing abroad) 	........................$ 	H  

(icr 	.55.0 urIs 	tee ril,Is' 	rscirison-rs'si,Iessts 	........................ ... ......... 	... 	. 	..... .... 	... 	.............$ 	H  

I 	rIier 	accounts 	payable 	to 	non-residents 	.............................. ........................................................................ 	$ 	H  

U 	U 

 

is 	in 	Part I over or II above which are 	1(1) Under debit balance —Ill (a) I 	Dr 	j Cr 	.................. ................. $ 	H .1, luded in inter-company accounts 
L(2) Under credit 	balance—Ill (a) 2 	Jj 	Dr 	[] Cr 	..  .... .... .... .................... S 	N  

 UV 	 . 	Net OTHER TRANSACTIONS WITH NON-RESIDENTS BY REPORTING ENTITY DURING QUARTER  
Ton I 

Of interest (Country — 	__________________________________________ 	 ( $ N 

Of dividends (Country . 	 _) S M 

U 	 . 	 1 Of dividends 	Common stock ......................................................................................S 	M 

Preferred stock .................................................................................... I 	H 

.-x-;',U.'-i! 	 . 	ii 	 'i 	ciii '.i:sI 	........iUi , i:i. 	 'Un , 	 U 	 5 
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I + Statistks Canada Statstkue Canada 

Balance of Payments Division 	 CONFIDENTIAL 

OFrAWA K I A OZS 

ric i REPORT BY CANADIAN FINANCIAL COMPANIES 

Calendar quarter ending 

I clph.tec 
Arc., hi 3i596-.54 

Please correct Name and Address 	 Keep one copy for your tiles 	 telex 053-3585 

Si vous préffrez une lormule feançaise, prière de i'indiquer et de retourner celle-ci 

Your co-operation would be greatly appreciated in completing and filing this questionnaire within three weeks with the Balance of Payments 
Division, Statistics Canada, Ottawa, Ontario. K I A 0Z8. 

This questionnaire is completed by sales finance, consumer loan, lease finance and other Canadian financial companies for use in preparing 
official estimates of Canada's balance of international payments.  

The information you provide will be held in strictest confidence under the terms of the Statistics Act, Chapter 15 , Espresa all amounts 

Statutes of Canada 1970-71-72. 

A. SELECTED LIABILITIES 1  
- Loans and overdrafts from banks 2,3 

- short-term 4  

- long-term 5  

2. Amounts owing to related companies6  
- short-term 

- long-term 

Canadian dollars ................... ..01 

United States dollars ........ -......... 02 

Other currencies (specify) ...............03 

Canadian dollars ....................04 

United States dollars ..................05 

Other currencies (specify) ...............06 

Specify currency ....................07 

08 

Specify currency ....................09 

so 

AT END OF QUARTER 
OWING TO RISIDENTS OF 

United States 	i  United Kingdom i  Other Count 

3. Notes with an original term to maturity of one 
year or lets held by other than banks or related 
companies 

Placed directly with non-residents 	 Canadian dollars ....................11  

United States dollars ..................12  

Other currencies (specify) ...............13 

Canada  

Placed through Canadian offices of invest- 	Canadian dollars ........14  
meat dealers. 

United States dollars ......15  

Other currencies (specify). . . 16 

advances 	 Specifycurreecy 	

liii: ii:i:iii: 18  

TRANSACTIONS ttt RING QUART) 

	

5. Changes in other long-term debt and equity. 	 WITH RISIDINTS OF 

United States 	United Kingdom 	Other 
sinking ti  

purposes should be included with retirements. 
New Issues 	 -- held by related conspaaies .............19  

.............20  

- held by others ....................21  

22  

Retirements 	 - held by related companies .............23  

24 

held by others ....................25  

....................26 

I. Items 1 to4 refer to balances of outstanding liabilities whereas ilem5refersto transactions during the quarter representing site raising ' - 
capital. Amounts covered in items I and 2 should not be repeated in itemS. 

2. Treat foreign branches of Canadian banks as non-residents. 
3. Where banks are related companies, please report under item 2 'Amoants owing to related companies. 
4. Short-term - all items wish an original term to maturity of one year or less, or intended or likely to remain outstandmg for one year or I- 
5. Long-teens - all items intended or likely to remain outstanding for more than one year from date incurred. 
6. Related company - a parent, subsidiary, controlled or affilIated company. 
7. If the figures reflect any special situation or tranc,cIlorr (e.g retention of profits due to a relvfhl conrpaey or borrowing from a rela 

ci.(.., 	st,rjl. 



- 239 - 

Eprru ill imountt I 
to neirerl thousand of I 

specified currencJ 

AT END OF QUARTER 
CLAIMS ON RESIDENTS OF 

	

H SI I I (I I I) ANSI I 	S 	 United States 	United Kingdom 	Other Countries 

I 	,Ii€rI - ( - liii ,I , lcv . 	aii&I .ttIY.tIlrc 	 w 111.4 by 

(.0 &dtiipnres ....................................01 

02  

,,Ihcr II., -rciInIs (L 	 Iudung 	aIflls on bankcl 	 03 

(14  

TRANSACTIONS DURING QUARTER 
WITH RF.SIDENTSOF 

united States 1 United Kingdom I Other Countries 

I1. Hi 	 ,L.i:JIi(,(i 	 11.1 

ii i , 	................................ 05 

..........................06 

..........................07 

101 

., 	 IN 

(0 

.....................................II 
 

.....................................12 

Total 
Dividends 

Dividends paId to non- 
rciidenti of Canada 

Tat withheld 
in Canada 

Net to 
non-residensi3  

I 	I 	i rn to balances of short-term claims whereas item 2 refers to transactions during the quarter representing the acquisition and employment of long-term 
..ipltal. 
Include bonsa payments and dividends paid and simultaneously reinvested. Stock divsdends ahould be noted separately. 

If any part of these funds are known to have been reinvested in Canada. please specify the amount S  

(Hi!.!!, if'ior'(v ..'ii,c; 	 S11 Iii!'!. 
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I* Statcs Canada Statistkiue Canada 	
BP— 21 

Balance of Payments Division 

REPORT OF REAL ESTATE TRANSACTIONS BETWEEN 	CONFIDENTIAL 

CANADA AND OTHER COUNTRIES 
1976 

Retain one copy for 
your files 

Tlephonn 613/995-0743 
Piea,rohnnge Nnn. or Ad tC 	 - 	 - 	- 	 - Tde 053-35115 

Si vous pr6fêrezunt- fo,mulc francaise, prière de lindiquer or do rotourner celle-ci Li  
GUIDE 

I. Purpose: This return is designed to provide estimates of transactions in real estate and related investments for inclusion in 
Canada's balance of payments and international investment position statistics. 

2. Authority; This request is made under the authority of the Statistics Act, Chapter 15. Statutes of Canada 1970-71 -72. The 
information you provide will be held in strict confidence and seen only by persons who have taken an oath of secrecy. 

3. P.ried covered: Please report as at December 31, 1976. Respondents whose fiscal year end is other than December 31 
may, however, report as at any fiscal quartet end between November 15, 1976 and February 15, 1977. 

4. Filing of rs4urns: A completed copy of the form should be returned to Statistics Canada. Balance of Payments Division, 
Ottawa, KIA OZS within 30 days of receipt. Clarification of reporting requirements or instructions should be directed 
to the same address. Respondents may phone collect to (613)995 —0743. 

5. Coverage: In Section I information is requested relating to real estate transactions during the year between residents 
of Canada and non-residents arranged by your firm; please include all transactions on which closing was reached during the 

Var. In Sections 2 and 3 please report all transactions related to investments managed by your firm in which non-residents had a 
neficial interest. 

6. Residency: Non-residents are persons and corporations domiciled outside Canada, regardless of citizenship. For purposes of 
this return Canadian incorporated companies should be treated as residents of Canada irrespective of any non-resident 
investment in share capital. 

7. R.al estate transactions bstws.n r.uid.ets of Canada and nan-realdents: Please report all transactions arranged by your firm b-
tween a principaL domiciled or located in Canada and a principal domiciled or located in another country. 

8. lnveatm.nt in othsr assets; This should include all funds deposited in bank accounts, securities or other capital 
investments. 

9. Receipts and disbursements during 1976: Settlement of accounts and all other receipts or disbursements on behalf 
client companies and individuals is to be reported, including commercial, financial, professional, technical, administrative 
management services, advertising, commissions, salaries, insurance premiums, etc. 

10. Disbursements to own.,, account; These take the form of transfers in Canadian or foreign currency to a non-residi 
client in Canada or abro.d or to the credit of u non-resident's account with a bank in Canada or abroad. 

1. Real Estate Transactions between Residents of Canada and Non-residents during 1976.  (See Guide hem 7). 

(i) Cunudiun Reul [stat.: 

Cal Acquisitions of real eutaie by non-residents from 
residents of Canada 

(b) Disposals of real esrste by son-residents to 
residents of Canada ................ 

(ii) Foreign Real Eats,.: 

(s) Acquisirions of rest eatate by residents of Canada 
from ens-residents 

(bI Disposals of real estate by renidents of Canada to 
non-residents 

n::i 	
Conrr:cr 	Non-oesideorin 

1'oOO 

Area code and telephone 	 I Telex 	I Name (blncb loiters) and title of officer responsible for this report 



2_Acu:::s,,l Non-resider:: lndrc:JsalS and ( -P- 11 In:onpn:r.rn n.j (.::n::n 	in:ii.i ¼ 	r5ed: 	r rn:: 
NOTE: ibis section should nor be completed if clients have filed a OP 22 return entitled: 'Report air lrrnosrnrenr in Canada of Non-Canadian Corporations", in vh:cn case list client s name and check appropriate column 

Name and address 
Of accstitit 

OP 

filed 

Investment at end of 1976 Receipts and disbursements daring 1976 (see Guide item 9) 

Equity in 
ro etc 

Debt (including mortgages) owing oveutarent 

•naets 
(See Guide 

item s 

Receipts Disbursements 

From residents 
of Canada 

From non- 
residents of 

Canada 

To Owner's 
account' 

(see Guide 
item 10) 

To ocher 
non-resrdentu 
of Canada' 

To resides's of Canada 

To residenru 
of Canada 

To non -residenta 
(specify counrey) 

Nan-resident 
withholding tan 

Other 
disbursements 

$000 

• net of withholding ran. 
5. Accounts of Canadian Incorporated Companies Managed by Your Firm in which Non-resident lnvennnenr Eninrs 

NOTE: This section should not be completed if client companies have filed a OP 52 returu entitledr "Geographical Disrnibatioo of Ownership of Capital", in which case list clrent'n same and check appropriate column 

Name and address 
of company 

OP 
52 

filed 

Investment at end of 1976 Selected income items during 1976 

Owner's eqaisy Debt (including mortgages) owing 
Retained Net income 

after saaes 

Payments to non-residents 
(net of withholding tax) 

vichbolding 
tan 

Owned in 
Cnnad, 

Owned by non-renidents 
(specify conntey) 

Toresidensa 
of Canada - 

To non -residents 
(specify casntry) 

earnings 
Interest Dividends Other 

1•000 

4, All other Accoanta where Residency of Ownership Interest is Unknown 

Name and address of account 	 Name and addreaa of teptesentarine is Canada 

I 200-63.1 
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I * Statistics Canada Statistique Canada 

Balance of Payments Division 

REPORT ON IN VESTMENT IN CAN Al)A 
OF NON-CANADIAN CORPORATIONS 

CALENDAR YEAR, 1975 

CuN F EDINi tAt 

Li1 

keeP l 	'Pi icr y our111c ] 	Telephone 61 3l 996-2545 

	

Please correct any mistakes in Name and Address 	 Telex 013-3585 	 - 

Si vous préférez one formule française, priêre de l'indiquer et de retourner celle-ci avec votre nom (lettres moul6es) et titre 0 

GUIDE 

• Purpose 	The purpose of this P 'rio is to oh tarn the necessary hasic data rediri red to pee pale 
statements of the Canadian balance of international payments. This return is intended to  
cover data on transactions between non-Canadian corporations and their operations in 
Canada, including balance sheet information on the value of their Canadian assets and 
liabilities. 

2. Authority —This survey is conducted under the Statistics Act, Chapter 15, Statutes 
Canada 1970-71 -72. The information submitted will be held in strict confidence and will ic 
seen only by persons who have taken an oath of secrecy. 

3. Filing of reports - A completed copy of the form should be returned within 30 days to 
Statistics Canada, Balance of Payments Division, Ottawa, Ontario, KIA 0Z8. Requests tsr 

extension of the filing time or for additional forms should be directed to Supervisor, Data 
Collection Unit. Requests for clarification of reporting requirements or for additional instructie 
should be directed to the International Investment Position Section. Respondents may telephone 
collect 613-996-2545. 

4. Express all amounts to nearest thousand of Canadian dollars - All amounts should be rounded 
by dropping the last three digits. If, however, the amount dropped exceeds $500 then tue 
reported amount should he increased by one. For example. 51.253,756 Should he reported 
1,254 on the loon. Please rOsen . slash I 	I where ilic Irlierrit 1s less tIart i'500 err the tIer]] is 

not applicable 

5. Affiliated conspany 	-alts e)rnpan\ ss r ch is carrtrllc,I ho sihsl,ottiahls Itr 	aroe sharhr.lher 
group of shareholders as the reporting conspany. 

6. Part II - Report amounts directly remitted, charged or transferred to accounts, settled IrS 

issue of notes, etc. to creditor. Items (a) 1 and (b) 3 Receipts and Payments for Busitiers 
and Miscellaneous Services and Charges cover all commercial, financial, profession.i 
technical, administrative or management services, including royalties, patents. copyrigils 
advertising, commissions, salaries, insurance premiums, equipment rentals, and ill .the c cr1 1 1' 
from or payments to non-residents for services. Please see special note on last p-ac 
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HP ' - 	 CONFIDENTIAL 

REPORT ON INVESTMENT IN CANADA OF NON-CANADIAN CORPORATIONS 

CALENDAR YEAR, 1975 

ExpreSs all amountS 
I. IRANSACTIONS AFFECTiNG NON-CANADIAN INVESTMENT IN CANADA to nearest thousand 

Canadian dollars 

Increase in investment during 1975  

Investment through provision of cash, physical assets or services by head office .......................... $ M  

Loans from other non-residents (Banks 0 	Other 0 	 Country ) SM  

Peofits transferted to head office control account (alter provision for Canadian taxes) ...................... $ M  

II Other (please specify._ 	 Country ) SM  

I)t-crease in investment durIng 1975 

) Reduction of investment by head office (Capital withdrawals, sale of assets in Canada to Canadian residents, loans 
to head office, etc.) 	................................................. 	........... S M  

1 Repayment of loans to other non-residents (Banks 0 	Other 0 	 Country ) $ M  

Losses charged to head office control account .................... 	......................... $ M  

Other (please specify 	 Country ) SM  

rHER TRANSACTIONS WITH NON-RESIDENTS OF CANADA DURING 1915 
Omit merchandise imports and exports, freight and sisipping transactions) 

or business and 	 I From head oKe, or affiliated companies ........$ M 
,oceIIaneoua seT- 
'es and charges. 

From other non-residents .................$ M 

other(Pleasespecily 	 ) $M 

Of interest on loans and advences ................................$ M 

For real estate rentals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S M 
.(fl5s. nI mocciIanss'u 	 I To head office or affiliated com- 

comes ...................SM 

Is other non-residents ..........S M 

SM 

IS Additional tax paid under Section 219 of the Income Thx Act .......................$ M 

IL INCOME STATEMENT 
Income 

'.rles of goods and services (net of returns and allowances, discounts, sales and excise taxes)............. 

I )eductotsa charged against revenue in current period 

5 sit of goods sold ................................................... SM 

ploration and development expenditures charged to current expenses ....................S M 

s rite-offs of exploration and development expenditures previously capitalized ................$ M 

Iepreciation and amortization of buildsngs and equipment ............................ SM 

I (spletion charges ...................................................S M 

operating expenses ...............................................$ M 

ol operating expenses ................................................. 

sing income or (loes) ................................................. 

1 (slier income ......................................................... 

Net profit (or loss) (Before provision for Canadian taxes S M ) .................... 
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BALANCE SHEET 
Canadian Branch or Division  

(Report below the value of your investments in Canada even though 	 Express all amounts 
they are not organized or considered to be a branch operation) 	 [aeat thousand 

Canadian  
At  December31 or  

ASSETS 

I . Cash ........................................................ 

2. Accounts receivable: from residents of Canada ................................ 

3. from non-residents of Canada ............................. 

4. Inventory ..................................................... 

5. Fixed assets (net of depreciation) ....................................... 

6. Deferred exploration and development expenditures ............................ 
Investments in Canadian corporations including subsidiary and controlled companies (please specify) 

7.  

8.  

9.  
Other assets (please specify) 

10.  

11.  

12. Total Assets in Canada.............................................. 

LIABILITIES 
To residents of Canada: 

1. Accounts payable 	................................................ 
Other liabilities: (please specify) 

2.  

3.  
To non-residents of Canada: 

4. Head office control account (Net) ....................................... 

5. Other accounts payable 
Other liabilities: (please specify) 

6.  

8.  

9. Total LiahiJitie 

Office 

Name of coinpan 

Head office address 	 IAddress in Canada 

PTInctpaI type of 	DManufacturing, 	OMerchandising, 	0Petroleum & 	OMining, 	DOther, (specify) activity in Canada 	 natural gas, 
Principal product or service in Canada 	 jArea code and telephone 	- tid1es 	 Da 

(over) 
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IV. To be completed by companies engaged in the petroleum and natural gas Industry in Canada - Calendar year 1975 

Express amounts 
in thousands of 

Canadian dollars 

1. Investment by non-resident limited partners in a "Limited Partnership" in which the reporting entity is the general partner ... $ M 

2. Investment by non-resident individualt in joint ventures in which the reporting entity is operator . . . . . . . . . . . . . . . . . . S M 

3. Production and revenue payments to non-resident individuals involved in joint ventures and Limited Partnetships with reporting 
entity. .....................................................................$ M 

Ple.isetles-rihe briefly the n.Its,re tifan .v cxi- eptucnallv large or unusual transaclioris reported on tivs return. 

Special Note for Companies Required to File Reports 
under the Corporations and Labour Unions Returns Act. 

The amounts recorded for the calendar year on this schedule in Part II (Payments) should correspond in total to those reported on the CALURA statement 
Paymenss to Non-Residents" subject to variations caused by fiscal years ending on dates other than December 31. 

Subject to the foregoing, the following items should correspond: 

Balance of Payments 	 CALURA 
(BP - 22) 	 (Statement of Payments to Non-residents) 

Part 11(b) 1 Interest on loans and advances 	 Item (B) (ii) and (iii) 
Part 11(b) 2 Rental on real estate 	 Item (C) 
Part 11(b) 3 Payments for business and miscellaneous services and charges 	 Item (D) through (0) 

plus other services (other than freight and shipping) falling outside these items (e.g. commissions), but omitting charter hire payments. 
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I4 Statistics Canada Statistique Canada 

Balance of Payments Section 	 CONFIDENTIAL 

OTTAWA KIA 0Z8 	 BP-22A 

REPORT ON INVESTMENT IN CANADA OF Keep one copy 

NON-CANADIAN CORPORATIONS 	 for your file 

Calendar quarter ending 

Telephone; Area 613/996-2545 

Please correct any mistakes in Name or Address 	 Telex 013-3585 

	

Si vous proifrree  une formule francaise, prire de l'inrliqnier er de rerourner ceIIe.ci 	E 
The bureau would appreciate your assisrance in its compilations of Canadas balance of international 

payments. Kindly return one copy of this form within three weeks. It covers a selection of the data col-
lected annually on Schedule lIP —22 and follows the same item references. 

The information furnished by your firm in response to this request will be treated in strict confidence. 

Authority —Statistics Act, Chapter 15, Statutes of Canada, 1970-71 —72. 

Express all amounts 
I. TRANSACTIONS AFFECTING NON-CANADIAN INVESTMENT IN CANADA 

	

	 to nearest thousand 
Canadian dollora 

Increose in investment during quarter - 

(a) Investment through provision of cash, physical assets or services by head office , .. ..................................................................... $ 
M 

(c) Profits transferred to head office control account (after provision for Canadian taxes) .................................... .................. ............ $ M 

Decrease in investment during quarter - 

(e) Reduction of investment by head office (Capital withdrawals, sale of assets in Canada to Canadian residents, loans to head M 
office, 	etc.) ............. ..................... 	... 	........ ....... ........... ........................ ............... ..................................................................... ..................... 	S 

(g) Losses charged to head office control account 	.. .................................................................................................................................. $ M 

II. OTHER TRANSACTIONS WITH NON.RESIDENTS OF CANADA 

(c) 	Profits 	(net) rem: tied 	. .............. ..... ......... .................................................................... ............... ............................................... .................. 	$ 
M 

LIABILITIES 	 At beginning 	 At end 
of quarter 	 of quarter 

To non-r.sidents of Canada: 

4 	Head office control account (net) ................... ................................................ ........................................................ $ 	VA  

Please describe briefly the nature of any euceptionally large or unusual transactions reported on this return. 

Date 	 Telephone 	 Name and title of responsible officer 	 Signatur: 
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I * Statistics Canada Statistique Canada 
CON F I DENT IAL 

OTTAWA KIA 018  

Balance of Payments Section 	 IBP —23 
PAYMENT OF DIVIDENDS 	 Calendar Year, 

P!.... 

 

correct any miatak.. tn N..,. and Addn.s. 	 K..p on capy f*n yxue fit. 	Telephone: Area 613/996-2545 

Si vous préférez une formula francaise, prire cia l'tndiquer et de retourner celle-ci [] 

The bureau would appreciate your assistance in its compilations of Canada's balance of inter-
national payments and indebtedness. Kindly fill in the data requested and return to this Section at 
your eaxliest convenience in the enclosed envelope. 

The infmation furnished by your firm in response to this request will be treated in strict 
confidence. 

Authority —Statistics Act, Chapter 15, Statutes of Canada 1970-71 -72. 

Dividends paid to non-residents of Canada 
Total dividend payments Class of stock 	 (Calendar year) 

	

Tax withheld in Canada 	Net payment to non-residents 

3 	 8 	 $ 

' I 0: K 	..,.. 

PR I II R RI 0 	100K 	.. 

NOTES 

hr calundar v,c,Lr '.he1d be reported irrespective of the date when they were declared. 

2) Stock dividends should be noted separately. 

I) If payments are not expressed in terms of Canadian dollars, please indicate. 

Kindly mark "nil" where no payments have been made. 

REMARKS 
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The completed returns are examined carefully 
for indications of response error. They are related to 
the previous returns of the company, and their ap-
propriate investment position returns (BP-51 through 
BP-60) are frequently reviewed with them. Details 
are reconciled with information collected earlier on 
quarterly surveys or from other sources. Where ne-
cessary further enquiries are made by correspondence, 
telephone or telex. 

In addition to the editing arising from these 
reviews many pro forma returns are prepared internally, 
as described earlier in Part III covering the construction 
of particular series, to reflect transactions which for 
one reason or another were not reported. These would 
include, for example, the sale to non-residents of new 
issues of Canadian securities by corporations not sur-
veyed, take-over transactions of which there was evi-
dence from the investment position schedules or other 
sources but in which the reporter's role was passive, 
and capital flows imputed from investment position 
returns in respect of companies from which BP-21's 
had not been sought. 

A somewhat parallel questionnaire is the BP-22, 
Report on investment in Canada of non-Canadian 
corporations through branches or divisions. The term 
is interpreted very broadly so that it represents in fact 
an activity rather than an organizational concept. The 
schedule contains three of the four main sections found 
on the BP-2 1, omitting that relating to long-term in-
vestment abroad. However, it also calls for a balance 
sheet of the Canadian branch or division which is used 
to verify the capital flows and to establish the value 
of the long - and short-term investment in Canada for 
purposes of the investment position. 

Over 600 BP-22's were used in 1974, and of 
these about 200 showed no significant entries in that 
particular year. 

Pro forma BP-21's and BP-22's prepared so that 
specific items as tabulated should be as complete as 
possible numbered about 600. 

In addition to the editing and extension of these 
schedules a substantial amount of geographic detail 
derived from other records is recorded to facilitate 
the construction of bilateral distributions of particular 
items of the balance of payments. 

Schedule BP-19, Petroleum and natural gas 
industry in Canada, is an occasional survey introduced 
to explore some special facets of the industry's fi-
nancing. From petroleum and natural gas companies 
operating in Canada, it sought to ascertain capital 
inflows into "Limited Partnerships" under their manage-
ment from non-corporate limited partners resident out-
side Canada, and capital inflows in the form of interest-
free advance payments for future gas deliveries from 
United States utility companies. The results have been  

used in constructing series D50, Other long-term trans-
actions, and reflected in the Miscellaneous investments 
category of the international investment position as 
described in Part IV. The BP-21 questionnaire was 
subsequently amended to capture this sort of data on 
a continuing basis. 

Schedule BP-21RE, Report of real estate trans-
actions between Canada and other countries, provides 
for the reporting of investments in Canadian and foreign 
real estate. It is directed to a small number of individuals 
and firms in Canada providing an agency function in 
connection with the transfer or management of real 
property. The survey covers transactions in Canadian 
and foreign real estate between residents of Canada 
and non-residents and investment by non-resident 
individuals and firms in revenue-producing properties 
not covered by other surveys of the division. The return 
was first introduced in 1974 with a coverage of 370 
respondents. Following analysis of completed returns 
this was reduced to a survey population of less than 
100 for 1975. 

The other schedules in the group represent either 
abridgements of the two extended annual question-
naires, or quarterly surveys. Thus the BP-23, Payment 
of dividends, is used to ascertain dividend payments 
by Canadian corporations (or companies incorporated 
under foreign law primarily for the purpose of engaging 
in business in Canada) whose other international trans-
actions are not large enough to warrant the use of a 
BP-21 and whose dividend payments to non-residents 
of Canada cannot be derived by the application of 
publicly available dividend information to the share 
distributions reported on investment position schedules. 
About 100 were used in 1974. 

Among the quarterly questionnaires, the BP-21A 
and BP-22A are schedules for the collection at quarterly 
intervals of many, but not all, of the items covered on 
the BP-21 and BP-22. These questionnaires are sent to 
much smaller numbers of companies - about 375 in 
respect of the BP-21A and 25 in respect of the BP-22A. 

The final questionnaire in this group is the BP-21 C, 
Report by Canadian financial companies. This quarterly 
return provides rather more detail of the forms of inter-
national fmancing of Canadian sales finance, consumer 
loan, lease finance, and other Canadian financial com-
panies than appears in the generalized annual returns 
on BP-21. It is received from about 50 respondents. 

Data from this group of questionnaires contribute 
to many items of the balance of payments and inter-
national investment position, as indicated in Chart V.I. 

BP-20 and BP-24 through BP-26 - This group 
of schedules is designed to elicit information used in 
the construction of estimates of freight and shipping 
transactions, as described under series A21 and B21 in 
Part II. 
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U Statistics Canada Slatistique Canada 

I. . of Pay tie's ts I) vision 	 CONFIDE Nil AL 

ii FA's( A KI A 0Z8 

(I[ ! 1, %K 	S I I \SII NCE SEAWAY SI1II'PING TRANSACTIONS 	
BP 

iii ridir sear 

Keep one copy for your file 1 	telesU'JSKS 

préférer unc formule française, priére de l'indiquer et de retourner celle-ci avec votre nom (lettres moutécs) ci litre 0 

.ustics Canada would appreciate your assistance in the compilation of Canadas balance of international payments. 
tly fill in the data requested and return to this Division at your earliest convenience in the enclosed envelope. 

c information furnished by your first in response to this request will be treated in strict confidence. 

\.itliority - Statistics Act, Chapter 15, Statutes of Canada 1970-71-72. 

total tons of cargo (excluding iron ore) outward from Canada to United States ports . . . . . . . . . . . . . . . . . . . . . 	tons 

I otal freight earnings, prepaid and collect, on above cargo (escluding iron ore) . . . . . . . . . . . . . . . . . . . . . . . . S 

I otal tons of iron ore carried from Canada to United States ports ................................tons 

lotal freight earnings, prepaid and collect, on above iron ore carried to United Stales ports . . . . . . . . . . . . . . . . . S 

I otal tons of United States grain carried intransit from the United States to Canadian ports .................tons 

otal freight earnings, prepaid and cottect, on above United States grain carried intransit from the United States to 
,inadian ports 	.............................................................S 

total amount paid to non-residents for charter of vessels (specify country) ...........................S 

I otal income from non-residents for charter of vessels (specify country) .............................S 

s rew wages and other ship expenses paid in United States ports 	.................................S 

Iota] tons of cargo inward (imports) from United States to Canadiais ports (excluding grain reported in item 5) 	. 	 tons 

I utah freight earnings, prepaid and collect, on above inward cargo from United States to Canadian ports ..........S 

..', 

clephonc 	 Name and title of responsible officer 	 Signature 
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I + Stat1ks Canada Slatistique Canada 

Balance of Payments Division 	 CONFIDENTIAL 

OTTAWA KIA 078 

REPORT OF CARGO, EARNINGS AND EXPENSES OF 	 LBP-41 
OCEAN VESSELS OPERATED BY NON-RESIDENT INTERESTS 

Calendar year 

Plans. rn.r.rr any isintoka. In H.T. and Addrnan 
Kaap on. ropy in,yost hI. 	I.Iephon.: Area 613/995 

- 

Si von prlrez one for,sule francuise, prire de l'indiquer et de retoarner celle-ci avec noIre nom et circe 

Statistics Canada would appreciate your assistance in the compilation of Canada's balance of inter- 
national payments. Kindly 	fill an the data requested and return to this Division at your earliest convenience 
in the enclosed envelope. 

The information furnished by your firm in response to this request will be treated in strict confidence. 
Authority—Statistics Act, Urupter 15, Statutes of Canada 1970-71-72. 

Steamship Linen covered by this report 

(Montreal office, should report for all Eastern ports including the Upper St. Lawrence and Great Lakes; Vancouver for all Western, When this in not 
possible, please liar below the ports covered)r 

Vessels operated byn 

United Stares 
interests 

United Kingdom 
interests 

E.E.C.t 
interests 

Japan 
interests 

Other O.E.C.D.' 
interests 

Other foreio 
interests - 

(In I d 	t 	t a 	f a en a 	a e 
counts an at Decetsber 1t3l 	S'IS 

ac- 
cc  

(tons) voyages daring year) 

I. Total tons of inward cargo°  

(f:JIortg. 	Oshort or 	tJmeasured 
tons)  

(thousands 01 daunts) 

2. Total 	(prepaid 	and 	collect) inward 
freight earnings on above cargo 

3. Total expenses of vessels in Canada 

Supplementary questions and remarks regarding the material provid.d 

Please indicate the amount paid for ship repairs in Canadian shipyards, if any, included in item 3  above, "Total enpensen 
of vesvelv in (.i,,.,cI,i" 	 S m 

Insrruct,ons 

1. Thiaquescionnaire in intended robe completed by slrippingaents orfirnts which perform a shippin agency function on behalf of foreign operatr-.i 
ocean vessels. Please give all information possible for ships entering ports under your jurisdiction, even if knowledge of their transactions in 
ocher ports is not completely known. In the case of trump and other casual vessels with which you deal, make estimates if necessary. 

2, The E.E.C. group includes the following countries: Belgium-Luxembourg, West Germany, France, Italy, Netherlands, Denmark. Ireland n 
Green land. 

3. Other O,E.C,D, includes the following cosntries: Austria, Finland, Greece, Iceland, Norway, Portugal, Spain, Sweden, Switzerland, Tu 
Australia and New Zealand. 

4. "Inward" means to Canada from points outside of Canada. Domestic coast-wise traffic is to be excluded. 

3. Where the exact amount of prepaid freight revenue is unknown, please include an estimate to cover. 

6. "Total Enpennes" is intended to include all outpaymenrs in Canada on acconnt of vessels in these categories for whichyou act as agent. 
items as: crew wages and advances, harbour charges, pilotage, towage, wharfage, stevedoring (inward and outward when paid by vessels), a, 
fees, fuel and supplies, repairs, on-payment to rail and water carriers on through-traffic if an amount corresponding to the on-payments 
automatically been included in inward freight earnisgs. Ourpayments for vessels on outward and inward voyages, including vessels inward 
in ballast, are to be included, 

7. In the cane of Canadian-owned ships operated by British managers under United Kingdom registry, transactions an account of these ships, other 
than transfers of revenues to Canada, should be reported is the some manner as transactions for other vennels operated by United Kingdom in-
terests. 

Name of company 

Date 	 Area code and telephone I Name and title of responsib!...... . 
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I * Statists Canada Statistkiue Canada 

	

lAalance of Payments Division 	 CONFIDENTIAL 
OTTAWA KIA 0Z8 	

LBP_25! 
REPORT OF CARGO, EARNINGS AND EXPENSES OF 

OCEAN VESSELS OPERATED BY CANADIAN COMPANIES 

CoI,-0d,,, yn, 

Telephone: 1613) 995.0743 
N ,,,,, 	Wdd-.. 	 Kuop mm anpy for ran' File] 	

Tat.n, 013-3585 

	

Si vous preleree une formule francaise, prtëre de lindiquer cc de retourner celle-ci nec votre nom et tine 	0 	- - 
'rratsstccs Canada would appreciate your assistance in the compilation of Canada's ho lance of internationalpaytnents. 
Kindly fill in the data requested and return to this Division at your earliest Convience in the enclosed envelope. 

The information furnished by your firm in response to this request will be treated in strict confidence. 

Authority —Statistics Act, Chapter 15, Statutes of Canada 1970-71 -72, 

un s6cp lines 

:rL,dian ports covered by this report 
(e.g. Halitna, Saint John. Montreal, Vascoaver, etc.) 

Thosissnds 

	

Tons 	
of dollars 

ii Total tons of cargo inward from non-Canadian ports 
(State whether long, short, or measured tons) .......................................................................................................... 

.1 Total tons of cargo outward to non-Canadian ports 

	

 
(State whether long, short, or measured tons) .......................................................................................................... 	 n n it a 

v u.. Ilect) on cargo inward to Canada from other countries .................................x a x a a 

	

United 	 United 	 Europeant 	
Othert 	 Otberrmc

States 	 Kingdom 	
Community 	 OECD 	

cotrs 

(thouaands of dollars) 

I vial income from charter of nessels 
residentsof .....................................________________  

I ,,ral amount paid for charter to own- 
of vessels resident mt......________________  

lila1 freight earnings on cargo be- 
'seen foreign ports unloaded in  

hurter payments are to be distributed geographically according to the country of residence of the party from whom the vessel was chartered, 
hi- European Economic Community includes the lollowing countries: flelgium-l.unembaurg. West Germany, France, Italy, Netherlands, 
,-,,mark, Ireland and Greenland. 
',her OLCD inclodes the following countrtes: Assrralia, Austria, Finland, Greece, Iceland, New Zr'sl.cird, Norway, Portugal, Spain, Sweden. 
-ms ituerland and lackey. 
l.-cal enpenses in item I in intended to include all out-payments made in foreign countries by Canadian operitcors on account of shippin 
,,siness. Such items as: crew wages and advances, harbour c-barges, canal dues, pilotage, towage, whnrfag,, sim-cedoting (inward and outwar 

-mf',-n paid by vessels), agenr-v fees, fuel and supplies, repairs and on-payments to rail, Water and other carriers on through traffic. Distribute 
spenses to U.S., U.K. and orht-t areas according to where the payments were made. Include estimates of open voyuge accounts an at December 
- arising from voyages during ye.tt. 

4 , 

-'(Feet 	 Signature 

- relea 

• - -'.csnenger re ceipts from residents of 

- 	'tat eapennes of vessels paid by 
cnadiaa operator in 
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I * Statistics Canada Statistique Canada 

Balance of Payments Division 	 CONFIDENTIAL 

OTTAWA KIAOZ8 	 BP-26 1 
REPORT ON IMPORTS OF CRUDE PETROLEUM AND 

PRODUCTS AND OTHER SHIPPING OPERATIONS 

Calendar year 

Please correct any mistakes 	 Keep one copy for your tile. Telephone: Area 613/995-0743 
in name or address. Telex: 013-3585 

Si vous préIércz une forinule francaise, priêrc de l'tndiquer Ct de retourncr celle-ci avee votre norn ci titre 9 

Statistics Canada would appreciate your asststance in the compilation of Canada's balance of international payments. Kindly fill in the data requested and return 
to this Division at your curliest convenience in the enclosed cnselopc. 

The information furnished by your l7rni in response to this request will be treated in strict confidence. 

Authority - Statistics Act, Chapter IS. Statutes of Canada 1970 	71 -72. 

A. IMPORTS OF PETROLEUM Report all dollar 
amounts in 

I. Total tons of crude petroleum, petroleumit oils and gasotine imported into Canada during thousands 
tIme year: 

(a) via Eastern ocean ports: 

(i) Portland, Maine . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	short tons (net) 

(ii) Other 	Eastern 	ports 	.................................... short tons (net) 

(b) via Western ocean ports 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 short tons (net) 

(c) via other ports (please specify) 	...................................... thort tons (net) 

2. Total cost of ocean freight paid on this tonnage: 
(see instructions) 

(a) via Eastern ocean ports: 

(I) 	Portland. 	Maine ................................................. SM  

(ii) Other 	Eastern ports 	............................................. SM  

(h) via Western 	ocean 	ports 	................................................... SM  

(C) via other ports 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 SM  

3-1200-62.1 29-9-75 
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3. How nruh of Iho cost ssas paid to owners or operators of vessels resident in 	 Report all dollar 
ce jntr:i, I Ion'.) 	 amounts in 

thousands 

Can.id.i ..................................................... 

United 	States 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. . 	. 	. 	. 	. 	. 	. 	. 	SM 

I 	 i 	United 	Kingdom 	....................................................... SM 

i 	 I 	[C countries (excluding U.K.) 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. . 	. 	. 	. 	. 	. 	. 	. 	SM 

I.rpan.............................................................. SM 

Other OECD countries 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. . 	. 	. 	. 	. 	. 	. 	. 	SM 

•\!l 	other 	countries 	...................................................... SM 

. 0 address of Canadian owners or operators paid in item 3. (a) above, if applicable. 

nses of vessels in Canadian ports paid by owners resident in: 

nited States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	SM 

I. nited Kingdom .......................................................SM 

EEC countries (excluding U.K.) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . SM 

pan ............................................................. SM 

Other OECD countries ...................................................SM 

\ll other countries ...................................................... SM 

n.dian wests to which rankers were consigned: 

lilt K SHIPPING OPERATIONS 

tons of cargo carried outward by your company (including petroleuni and other commodities) 
non-Canadian ports.............................................. Short tons 

I 	 sc specify commodities:  

I. .:t Irlight earnings on above cargo outward from Canada to: 

Lnrted Stales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	SM 

sitedKingdom 	....................................................... SM 

I 	 I 	EC countries (excluding U.K.) 	............................................. SM 

lapan . 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. . 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	. 	SM 

Other OECD 	countries 	................................................... SM 

\l1 	other 	countries 	..................................................... SM 
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3. Total tons of cargo carried inward by your company (excluding petroleum reported in item A—i) 
from non-Canadian ports: Short tonS 

4. Total freight earnings on above cargo inw.: 	:. C 	1a!j,,:::1 	r:In. ...... . 	 . 	 SM 	 - 

S. Income from vessel charters to residents 

(a) United States 	........... .. 	 ........ \\l 	-- 

(b) United Kingdom 	....................................................... SM 	- 

(c) EEC countries (excluding U.K.) 	............................................... 

(d)Japan ... SM  

(e) Other OECD countries 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 SM  

(1) 	All 	other 	countries 	................................................ 

6. Totaiamount paid for charter to C.................... -  
items A-2 and A-3) (see instruct I: - . 

(a) United States . SI 

(b) United Kingdom 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 SM  

(c) EEC countries (excluding U.K.) 	.............................................. SM 

(d) Japan............................................................... 

(e) Otlter OECD countries 	.................. SM  

(f) All other countries 	.................................. 

7. Total freight earnings on cargo carried by company between foreign ports untoaded 

(a) United 	States 	.................................... . .. 

(b) United 	Kingdom 	........................................................ 

(c) EEC countries (excluding U.K.) 	.............................................. SM 

(d) Japan.............................................................. SM  

(e) Other OECD countries 	................................................... SM  

(f) All 	other countries 	...................................................... SM 	- 	 - 

8. Total expenses of vessels in foreign ports paid by your company as a Canadian operator in: 

(a) United States 	......................................................... 

(b) United 	Kingdom 	. 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 . 	 SM 

(c) EEC countries (excluding U.K.) 	.............................................. SM 

(d)Japan ............................................................... . 5  

(c) Other OECD countries 	..................................................... 

(f) All other countries 	.................................... . 
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C SALES OF MARINE FUELS AND LUBRICANTS 

I. Total tons of matins fuels (bunkers) and lubricants told to non-resident operated 
vessels in Canadian portc 	 Short tons  

2. Total earnings on above sales of marine fuels and lubricants to foreign vessel 
operators resident in: 

(a) United States 	 SM  

(b) United Kingdom 	 SM  

(c) EEC countries (excluding U.K.) 	 SM  

(d) Japan 	 SM  

(e) Other OECD countries 	 SM  

(0 All other countries 	 $M  

INSTRUcTIONS 

The EEC includes the follousng countries: Belgium-Luxembourg, Denmark I.including Greenland), Francc, Ireland, Italy, Netherlands and West Germany 

Other OFCD includes the following countries: Austratia, Austria, Finland, Greece, Iceland, Ness Zealand, Norway, Portugal, Spain, Sweden, Swilrcrland 
and Turkey. 

Item A-2 Payments for charters (bare boat, voyage or time) of vessels used by your company to import crude petroleum oils and gasoline should he included 
in this section. 

Item A-3 Please include and specify payments made loan affiliate company in respect of vessels procured by 111cm for use by your company. 

Item B-6 is intended to cover the charter payments for vessels chartered from non-residents for purposes other than the importation of crude pctrolcum. 
petroleum oils and gasoline (covered in questions Al, A-2 and A-3). such as other import traffic, export, domrstic and coastal traffic, including the ltsovcfltent 
of Canadian oil and ott products between Western and Eastern Canada. Please specify the nature of the operation covered by data provided for this question. 

Any comments or qualiticalions which you feel might be usefully added to this material would be appreciated: 

Name of Company 

Address 

Dale 	 I 
Teleplioste 

Signature of responsible officer 	 Telex 

3-1200 -62.1 
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The BP-20 covers Great Lakes -St. Lawrence 
Seaway shipping transactions and was obtained from 
15 respondents for 1974. 

The BP-24 is a report of cargo, earnings and ex-
penses of ocean vessels operated by non-resident inter-
ests, obtained from a selection of shipping companies 
and agents. There were about 70 respondents for 1974. 

The BP-25 covers cargo, earnings and expenses of 
ocean vessels operated by Canadian companies. There 
were about 35 respondents for 1974. 

The BP-26 is designed to obtain information from 
selected importers on import tonnage and freight pay-
ments for shipping operations by ocean vessels, particu-
larly for crude petroleum, petroleum oils and gasoline. 
Schedules were obtained from about 15 importers in 
respect of 1974. 

BP-27 and BP-28 - These schedules are used 
annually to obtain certain information from Canadian 
insurance companies and from foreign insurance com-
panies doing business in Canada. They are not intended 
to provide a full analysis of insurance company trans-
actions, but seek rather to elicit information to fill 
gaps in the measures constructed from other sources. 
It should be noted moreover that the surveys were 
designed many years ago in consultation with a com-
mittee from the industry. Among the considerations 
involved was to ensure that the burdens on respondents 
were not excessive in relation to the importance of the 
data to be obtained. Accordingly the process reflects 
some assumptions and conventions which may no 
longer be entirely valid. 

The data appearing on these schedules undergo 
a considerable amount of manipulation before they 
are ready to be used as inputs to the construction of 
specific series of the balance of payments. The des-
cription which follows is accordingly more extensive 
than for many of the other schedules whose importance 
is greater, but whose relationship to published series 
could more easily be dealt with in Parts H, III and IV. 

The schedule BP-27 (obtained from about 30 
Canadian companies in 1974) is deceptively simple. In 
brief it seeks to measure the movements of funds be-
tween Canadian insurance companies and non-residents, 
distinguishing branches, agencies and bank accounts 
abroad from other non.residents. Some movements 
are specifically excluded. Sales or purchases of securi-
ties through brokers or other security dealers in Canada 
will, for example, already have been covered on their 
monthly reports on BP-30, and payments of dividends 
to foreign shareholders will have been determined from 
public sources and the BP-5 1 or BP-52, or alternatively 
through the BP-21 or BP-23. The ways in which move- 
iicnts of funds ula\ occtll aic dcscrihcd oil ihc sc}icWik. 

The processing of Part A dealing with move-
ments between Canadian insurance companies and their 
branches, agencies and bank accounts abroad is unusual. 
The convention adopted when the questionnaire was 
introduced in 1952 was that a position for long.term 
capital employed abroad had been established during 
the period of exchange control. Thereafter an accumu-
lated net inflow of funds to Canada on a company-by-
company basis in Part A of the schedule was treated as 
an element of miscellaneous income in series A23 of 
the current account. (The character of miscellaneous 
income has been described at greater length under 
series A23 and B23 in Part 11.) On the other hand an 
accumulated net outflow of funds from Canada was 
treated as the provision of additional capital and was 
included as a capital outflow in series D50, Other 
long-term capital transactions. To the extent that 
accumulated net inflows of funds to Canada were 
subsequently reduced through outflows, these out-
flows were applied as negative receipts of miscellaneous 
income in the current account until a zero position was 
reached and only thereafter as capital outflows. Corres. 
pondingly, when an accumulated balance of net out-
flows which had been recorded as capital was reduced 
by inflows, these inflows were recorded as capital until 
a zero position was reached and thereafter attributed 
to miscellaneous income. 

This approach produced credible results for a 
period of years. When, however, large and irregular 
movements appeared the methodology was altered. 
In view of the rather arbitrary nature of the convention, 
and the erratic impact of large movements on the 
current account balance, and indeed on the gross 
national product, a three-year moving average was run 
through the series which would otherwise have been 
incorporated in miscellaneous income receipts. The 
deviation between the original construct and the moving 
average of the current and two immediately preceding 
years was taken into D50 as a capital movement. 

In Part B of the BP-27 there were reported move-
ments of funds between Canadian insurance companies 
and non-residents of Canada not already covered in 
Part A. The principal transactions covered prenhiums, 
claims and expenses. The receipts are assumed to re-
present premiums and reflected in series A23 of the 
current account while payments representing claims 
and expenses are reflected in series B23. The convention 
thus treats both premiums and claims as being on 
current account which ignores their capital element. 
In fact, however, the amounts of business written in 
Canada for non-residents are not sufficiently large to 
warrant full articulation of these transactions. 

The BP-28 in corresponding fashion seeks out the 
movement of funds between foreign insurance coin-
panies doing business in Canada and non-rcsidcit- It 

as uscd to covcr abotit O c uiuiiiics 
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I * Statistics Canada Statislique Canada 

Balance of Payments Section 

OTTAWA KIA OZS 

CONFIDENTIAL 

L1 
MOVEMENT OF FUNDS BETWEEN CANADIAN INSURANCE COMPANIES AND THEIR BRANCHES, 

AGENCIES, BANK ACCOUNTS, AND OTHER COMPANIES OR PERSONS OUTSIDE CANADA 

yea 

--'" 	mctukrr in Norn o.,rrr 	 Teephoi'e -  An,, 63 9Y6 -2345 Add  

Si vous prfdrez one formule française, prire de lindiquer er de retourner celle-ci 
Statistics Canada would appreciate your assistance in its compilations of capital movements and 

,i,,ida's balance of international indebtedness. Kindly fill in the data requested and return to this Section 
our earliest convenience in the enclosed envelope. 
The information furnished by your firm in response to this request will be treated in strict confidence. 
Authority —Statistics Act, Chapter 15, Statutes of Canada 1970 .71 -72. 

movement of funds to or from Canada should be included escept thnse resulting (rom 

- r, roses or soles of securities through brokers or other security dealers in Canada. 
i'tntnts of dividends to foreign shareholders. 

transactions to be included in Part A are: 

ida remitted from foreign branches. 
riders to or receipt in Canada of income or principal on investments held outside Canada and no foreign investments held in Canada. 

- irrsfers to or receipt abroad of income or principal on Canadian investments held in Canada. 
ifs neat to Canadian offices for investment or from Canadian offices for investment, lodgement with branches, etc. 

A.'...,y transactions to be included in Port B ore: 

'iii I rio: :.,noda in settlement of premiums, claims, 

BETWEEN CANADA AND 

United 	 United 	 Other 	All coantrl.s 
States 	Kingdom 	countries 	Total 

(Esprens nil an000ra 
11 d If 	1 	- 

Office use only 

B. between Canadian ,,,suronne nompon,es and policy holders, be,:ef,c,arins, r 	 'art B need not be camilcied unless in rue irpin,on of 

,eid other companies or persons outside Canada not included above, 	 the company rh Cent mo,en,e,,i wuuid escecd 110(1,01)0. 

l\JiOB 	

II 	11 	) 

 

Office use only 

MOVEMENT OF FUNDS 

A. between Canadian insurance companies and brannhes, agencies, and bank 
.:i- 000nhS abroad, 

- INFLOWS of funds to Canada 

ii 	Il lii',l. 	- I 	I ,,,.i 	Ii,,ni 	( 	' ii: 
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1411111  Statistics Canada Statistique Canada 

Balance of Payments Section 

OTTAWA 	KIAOZ8 

MOVEMENT OF FUNDS BETWEEN BRITISH AND FOREIGN INSURANCE 
COMPANIES DOING BUSINESS IN CANADA AND HEAD OR OTHER 

OFFICES, COMPANIES OR PERSONS OUTSIDE CANADA 

Calendar ynor yod,;s 

CONFIDENTIAL 

BP.28] 

Plea 5a retract any mistake, in Name and Address 	 I Keep one copy  for ynar±J 	Telephone; Arm 	Cl 99y  254 

Si noun prWrer one formule Irançaise, priire de l'indiquer ci de retourner celle-ci 

Statistics Canada would appreciate your assistance in the compilation of Capital movements and Canada's balan; - 
of international indebtedness. Kindly fill in the data requested and return it to this Section at your earliest convience 
the enclosed envelope. 

The information furnished by your firm in response to this request will be treated in strict confidence. 

Authority —Statistics Act, Chapter 15, Statutes of Canada 1970 -71 -72. 

Every mevement of funds an or from Cnnada should be included except abase renulting from; 

Sales or purchases of new or outstanding securities offered publicly in Canada through brokers or other security dealers in Cana..i 
Remittances from Canada of income or principal on Canadian securities held outside Canada. 

Among transactions to be included in Part A are; 

Funds remitted to home or head office abroad. 
Transfers to or receipt in Canada of income or principal on investments held outside Canada and on foreign nnes,mcrr 
Transfers to or receipts abroad of income or principal on Canadian investmen'. held :1; 1,;;,  a 
Funds sent to Canadian offices for innesrment, or from Canadian offices f,,;;.-:  

Among transactions to be included in Part B are; 

Funds sent to or from Canada in settlement of premiums, claims and enpeos;-. 

Offices in Canada include Canadian head offices, branches and agencies. 

Foreign offices include home or head offices abroad, and branches and agencice al 

MOVEMENT OF FUNDS 

A. Between off can in Canada and foreign nifices. 

I. INFLOWS of funds to Canada; 

Transfers to Canadian bank accounts of offices in Canada 

Other.............................................................................................................. 
2. OUTFLOWS of funds from Canada; 

transfers to Canadian bank accounts of foreign offices .......................... 

Income on Canadian securities held in Canada collected in: 

Canadian funds and sent our of Canada .............................................. 

U.S. funds or sterling and retained abroad .......................................... 

Principal on Canadian securities held in Canada collected in U.S. funds 
or sterling and retained abroad .................................................................. 

Other............................................................................................................... 

United 	United 	Other 	All 
States 	Kingdom 	countries 

Euptetu all amounts tnnearea t thaasand Canadian 

-- 	Office use only 

B. Brween nffiras in Canada and policy holders, beneficiaries, and other 	 l',,::;,;,'r,l r;c; i.e ; ..;;,;y;e;, 
nnmpnnins or persons outside Canada not included above. (Approximate 	 Ut',P.,1fltht,' net mo;en,e n; a;'uld ,'tceed fILm. 

figures will suffice) 

1. INFLOWS of funds to Canada ........................................................................ 

2. OUTFLOWS of funds from Canada ................................................................  

C. Between foreign offices (including their bank accounts in Canada) and 
companies or pernans in Canada not incladed above. 

I. INFLOWS of funds to C anad a r ;  

Acquisition of new issues of Canadian securities - please attach 
schedule of issues and amounts .................................................................... 

Other, including acquisition of mortgages. etc. .................................. .........______________  

2. OUTFLOWS of funds from Canada' ..................................................... ...... 

	

._... 	 i.. 	..................................................................... 

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

Officeuaaoaly  

'Omit transfers for purposes specifically euc ludcd In the note at the '"I' 

Any comments or qualifications which you feel might be usefully added to this material would be app;;;:.; I. I 

Date 	 Telephone 	 Name and title of responsible officer 	 Sig;;.;: 
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While similar to the BP-27 used in respect of 
Canadian insurance companies, the questionnaire is 
somewhat more complex. It is divided into three parts. 
As in the case of the BP-27, there is no attempt to 
cover all transactions of the respondents, some of which 
would have been measured in other ways. The sale or 
purchase of new or outstanding securities offered 
publicly in Canada through brokers or other security 
dealers in Canada will have been reported on the BP-30, 
and remittances from Canada of income or principal 
on Canadian securities held outside Canada will have 
been calculated from the investment position records. 

Parts A and B closely parallel the corresponding 
parts of the BP-27. Part A measures flows between 
offices or operations in Canada and foreign offices. 
I he forms which these movements may take tend to 

more varied than in the case of the Canadian com-
panies and are spelled out in somewhat greater detail. 
In practice this part of the questionnaire picks up some 
transactions which call for special treatment. They are 
described below, but it would be more helpful to readers 
to first describe the treatment of the movements gen-
erally reported. In general, the convention adopted 
was the same as that followed in respect of Canadian 
companies. From the introduction of these returns in 
1952, a net accumulated inflow to Canada on a com-
pany-by-company basis is regarded as a capital inflow 
nd recorded as an element of series D50 in the capital 
ecount. An accumulated net outflow of funds from 

Canada is regarded as a payment of miscellaneous 
income included in the current account under series 
U23. If an accumulated inflow is reduced by subsequent 
outflows, those outflows are treated as capital until a 
iero position is reached, and only thereafter as mis-
cllaneous income. If a net accumulated outflow of 

funds from Canada is reduced by subsequent inflows, 
i liese inflows are regarded as covering losses and reduce 
miscellaneous income payments in series B23 until such 
lime as a zero accumulation is indicated, and only 
lierci ncr as capital inflows. 

\ noted above, the data reported in Part A 
:ulaul some other items which are segregated and 
require special treatment. Some reports include inflows 
representing premiums on group insurance placed by 
foreign parent companies in respect of employees in 
Canada of their Canadian subsidiaries, through the 
toreign home office of the insurance company. It is 
assumed that these premiums have been reflected 
in the service charges reported on BP-21 as having 
heen paid to their parent companies by the Canadian 
iihsidiary companies. The return of the premiums 

to Canada is accordingly reflected as a reduction in 
the series B23 which includes business service payments 
I non-residents. 

Another type of transaction which is sometimes 
icfleeted in Part A and which requires special treatment 
IS the provision to or withdrawal from the Canadian  

operations of Canadian securities. Foreign insurance 
companies are required by law to maintain in Canada 
assets in respect of their liabilities to residents of Canada, 
Holdings of the securities and other Canadian assets 
built up from premiums and investment income in 
Canada are considered to be assets of the Canadian 
operations and as such are not reflected in the balance 
of payments or in Canada's international investment 
position. Foreign insurance companies may, however, 
also hold Canadian securities in the capacity of non-
resident investors. These may have originated from the 
premiums or related investment income on business 
outside Canada or from free reserves of the companies. 
Such security holdings represent foreign investment 
in Canada and the acquisition or disposition of them 
together with related investment income transfers 
represent, from the Canadian point of view, inter-
national transactions. At times, in order to maintain 
their asset positions in Canada, companies may find it 
necessary to introduce funds from abroad or, converse-
ly, they may find that the assets held in Canada in 
respect of their Canadian liabilities are in excess of 
their requirements. An appropriate adjustment some-
times takes the form of a transfer of Canadian securities 
between a "resident" and a "non-resident" position. 
A transfer of Canadian securities from the foreign 
home office to the Canadian operations is articulated 
as a receipt of equivalent funds (which is treated in 
the normal manner described above) and an outflow 
of funds from Canada for the repatriation of Canadian 
securities (which is then carried into series D30 of the 
capital account covering trade in outstanding Canadian 
securities). When excess holdings of Canadian securities 
are shifted from the Canadian operations, a similar 
articulation is made. 

There are two further types of special transactions 
which have sometimes appeared in Part A. Income 
and principal on Canadian mortgages held in respect of 
non-Canadian business sometimes appear with transfers 
of funds from Canada in Part A. The income element 
is disregarded because a direct aggregative estimate of 
mortgage interest paid to non-residents is constructed. 
The principal element is in effect transferred to Part C2 
of the BP-28 which is discussed below. The fmal element 
which requires special treatment arises from the occa-
sional inclusion in Part A2 of reimbursements from 
Canada for claims settled by home offices abroad 
in respect of Canadian policies. Such entries are in 
effect used with the data from Part B2. 

We turn now to Part B of the BP-28 which covers 
transfers between offices in Canada and non-residents. 
Part B in respect of the BP-27, which is parallel, has 
already been described in some detail. On the BP-28, 
however, the inflows of funds to Canada represent 
substantially the settlement of claims (rather than 
premiums) and the outflows represent premium settle-
ments (rather than claims. 
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I * Statistics Canada Statistique Canada 

C OH FID EN TIAL 

Balance of Payments Dvision 	 BP - 29 
OTTAWA KIA 0Z8 

REPORT BY TRUST AND MORTGAGE LOAN COMPANIES IN CANADA 
ON TRANSACTIONS WITH NON-RESIDENTS 

Calendar year ending: 

Plania car rso any n,i.tnhoe in Non,, and Addne,s 	 I - Keep one nnpy for year ft I. j 	Telephone: Area 613/996-2515 

Si von prflrez une formale fran ç aise, pri&re de l'indiqaer er de retourner celle'ci avec votre nom ci rum 

The information furnished by your firm in response to this re quest will be treated in strict 
confidence. 

Authority—Statistics Act, Chapter 15, Statutes of Canada, 1970-71-72. 

INSTRUCTIONS AND DEFINITIONS 

1. This report is to be filed in respect of every branch in Canada of a trust or mortgage loan company. 

2. Part I may be completed as of some date other than December tlst(in which case this should be noted 
on the form). Reasonable estimates will suffice for the items in Parts Ill and IV. All the figures should 
be compiled and reported in terms of thousands of Canadian dollars. 

3. In order to reduce further the work involved in completion of the schedule any analysis required to 
produce information for Parts I, Ill and IV, aside from the security transactions, may be limited no In-
dividual accounts having a capital value of 550,000 or more. 

4. Residency: Non-residents are persons and corporations domiciled outside Canada, regardless of ii: -
zenship. Such persons are normally not liable for Canadian income tanres (other than non-resident a:th-
holding tart). The country of residence of holding companies and trusts is established by the reside:::: 
of their beneficial owners. Where this is not known r residence of holding companies and trusts 
be determined by the residence of the current income beneficiaries. 

5. Responsibility for reporting: All transactions, withdrawals and other remittances to and from Can.rd.r 
arranged outside the country by trust companies either as principal or agent should be reported whether 
they pass through its accounts or not. The trust company in Canada which actually executes or arraotzrs 
the transactions, withdrawals and other remittances outside Canada is to report the transaction. 

6. Methods of valuation: It is requested that the following valuation methods be used: for equities, he 
lower of cost or marker value; for bonds, par value; for mortgage loans, amounts owing; for real es:::' 
cost less mortgage owing. 

7. Insurance Companies: The business in Canada of foreign insurance companies is regarded as th,i: 
a "branch" resident in Canada. Accordingly holdings of, or transactions in connection with securirl: 
mortgages, etc. deposited in Canada under Insurance Acts or otherwise held in respect of liabi1it:c 
to Canadian policy-holders are regarded as those of Canadians and are not to be reported. Mortgage 
holdings of United States life insurance companies for their own account are derived from 
sources and should be omitted entirely from this report. 

8. Remittances: Remittances to be included in Parts Ill and IV may take the form of transfers in Cana:(.::: 
or foreign currency to a non-resident client in Canada or abroad, or to the credit of a non-res:d, 
client's account with a bank in Canada or abroad. Remittances effected in the form of transferS 
securities should not be reported. Payments of interest, dividends and principal as disbursing age't. 
remittances to foreign countries on behalf of residents (e.g. benevolent contributions or travel funk. 
and receipts of interest, dividends and principal on foreign or Canadian foreign-pay securities 
not to be reported. 

9. Income remittances: If data on income remitted to or:::  

used. For this purpose income tax returns may be hrlpl:: 

10. S.cunity Transactions: The bureau receives monthly  
from branches andoffices in Canada of banks, brokers .r:vu'. ::r::r:r 1:.:::s. C: 

certain mutual and pension funds. For this reason, trust and mortgage loan conipaniles should ccl.: 
only transactions with others outside Canada (including brokers and investment dealers) which 
not made through a branch or office in Canada of an agency reporting monthly. 

Any comments or qualifications particularly with respect to changes yin a vis your previous ri::.:: 
would be appreciated. 
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I Express all omosntu 

I to neoroat thousand 

L Canadian dollars 

For ren,dertts of: 

	

(II 	 (2) 	 (( 	 (4) 
I. VoIun of assets ararnoged or bald at yeor.end beneficially for non- 	

United 	 United 	 Ocher 	 All fornign 

	

res:denta by brarchns in Canada, in management, safe custody, and 	 States 	 Kingdom 	 countries 	 countries accounts estates and trusts, and balding companies: 

Stocks........................................................... 

.1 	 ( 	 l.fl.flhiU 	
Bonds 	............................................................. 

I ¼lortgage 	loans 	to 	Canadians 	............................................................. 

ic i.rnada (less applicable debt oaring) ...................... 

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

United States stocks ...................................... 

- 	 ......... I 	nited 	Scares 	bonds 	....................................... 

I 	
.. Other 	secunues 	............................................... 

L...... 

tibet 	foreign 	assets 	. 	 ....... .. 	...... 	... ...................................................... Lr__  
II. Voi cet 	of 	liabilities 	of 	reporting 	csmpany 	at 	year-and 	to 	non- 

,rs:dents — exclude amounts reported In Part 1: 

anadian dollar guaranteed investment certificates, receipts and 
.lrhenruresolrheco.sp.ny 	............. 	................ ..................... 

10 
- 

.inudian dollar deposit accounts  
To To To To all 

"rrn:ttances from Canada during the year: United United other foreign 
States Kingdom countries countries 

. 

ncorne remitted to non-residents 	on 	assets is Canada held In 
rn:anagement,ssfe custodyand agency sccounts.escutesand trusts 

12 nd holding companies  

apital arithdrawaln from: 

14 

I 	states 	and 	trans 	.................. 	... ....... .............. 	............... 	.......... ..........  

cnnpantes, mutual 	funds, pension 	funds, etc.........................  
)cher, management, safe csst&y and agency sccounts and holding 

Coat of securities purchased direct from brokers, investment 
dealersand others outside Canada: (Disregard this section if 
reported monthly on Schedule BP - 30) 

[Stocks 

:i , -. Bonds (includes guaranteed investment 
certificates) 	

.. .. 

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

in 	

..— 

Tted States stocks ..................................... 

nired States bonds . ............... .........................i! 

.. Other securities ........................................ 

From 	 From 	 From 	 From all 
United Stares 	United Kingdom other countries foreign countries 

V 1-. cm. trances to Canada during the year: 

noome remitted to Canada on foreign assets held in management, 
afe custody end agency accounts,estares and trusts and holding 20 

.innpaniea 

bees and ocher administrative charges ........................................21  

apital transferred to management, safe custody, and agency I 22 
,c000nts, estates and trusts, and holding companies 

P-creeds at serur :tes said direct no backers, investment dealers. 
Canada: (Dtsregard this section if reported 

. 	 - 	-8P_30) 

niocks 	....... 

Bonds 	(includes 	guaranteed investment 
24 

cerraficares) 	..................................... 

- 	sited 	States 	stocks 	.............................. 

....... I. - 	 ntted 	States 	bonds 	................................. 

Other 	securities 	........................ 

or company 

dress 

inc and title of responsible officer 	 Signature 	 Telephone 	 l)ste 

-,.rruction 6. 
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I ê Statistics Canada Statistique Canada 

Balance of Payments Division 	 jjo 
OTTAWA, KIAOZ8 	

CONFIDENTIAL 

SECURITY TRANSACTIONS WITH NON-RESIDENTS 

For month of 

Name 
and 

Addrens 

TELEX 015-3585 
If no transactions in month 

It Name and Addiess does 
	 check barn ................... 

Si vous pr frez line formule francat se , prire dr I tel ;iie r t i ilere 	i,i, 	 ,li5 -e 

Authority - Statistics Act, Chapter 15, S iRis r I i.. 	 - I 

INSTRUCTIONS 

1. Object of the return — This return is intended to cover 
international transactions in securities. The guiding 
principle is a change in ownership from residents of 
one country to residents of another. International 
transactions ordinarily involve a movement of funds 
from one country to another, but include also ex-
changes of securities involving purchases and sales 
between residents and non-residents, 

1.1 For additional forms or clarification of the reporting 
requirements or instructions, contact the Balance of 
Payments Division collect at Area 613/996-2545. 

Responsibility for reporting - All 	transactions 
arranged by a firm either as principal or agent should 
be reported whether they pass through its accounts 
or not. These will include transactions with Canadian 
borrowers carried out through international affiliates. 
The institution or firm in Canada which actually 
executes or arranges the security transaction outside 
Canada is to report the transaction. If, for example, 
a bank sells a security through a Canadian firm for a 
client in London, and the firm in turn sells the 
security in New York, the bank is to report a purchase 
from the tin ited Kingdom and the firm is to report a 
sale to the United States, even though each may be 
aware of the complete transaction. 

2.1 If firm "A" purchases a security through firm "B'', 
which is a Canadian branch of a lJnired Stares firm, 
firm ''A" is to make no report because, insofar as it 
is directly concerned, the security is purchased 
through a firm in Canada; if the security is purchased 
in the United States by firm ''B'', the latter will report 
the transaction. 

2.2 Reports are submitted in respect of offices in Canada 
by members of the Investment Dealers' Association of 
Canada, the Canadian Bankers Association 5 , Canadian 
stock exchanges, foreign investment houses operating 
in Canada, and other financial institutions and 
investors in Canada who engage directly in trans-
actions with dealers or brokers abroad, e.g. trust 
companies, investment funds and some non-financial 
corporations. 

2.3 Firms wit cit are members of mare than one of the 
groups listed above are requested to report on a 
consolidated basis and to ensure that double counting 
does not occur, 

3. Nationality - All transactions between a principal 
domiciled or located in Canada and a principal 
domiciled or located in another country are to be 
covered, regardless of the nationality of the vendor 
or the purchaser. For example, a sale by a vendor 
located in Canada to a foreign branch of a Canadian 
finn is to be reported whereas if the purchaser was a 
Canadian branch of a foreign firm the transaction 
would not be recorded. 

Membcrs of the CBA should exclude sales to or purchases 
from non-residents for Hand Office or Canadian brooch 
account (not for aceoant of customers) of securities payable 
opticoallyor solely in currencies other than Canadian, which 
will be reflected as change s in ass ci items 9 to 14 inclusive 
of the monthly Statutory Retain pursuant to the Bank Act. 

3J 	,;..;j',,e?,, 	 I !.is,I,.R 	 - J R 	 I ILISIIIIS 	II 

foreign insurance companies is regarded as that ol -. 
Canadian "btanch". Accordingly transactions in c"I - 

nection with securities deposited in Canada utiel 
Insurance Acts or otherwise held in respect 
liabilities to Canadian policy-holders are regarele 
as transactions with Canadians and are not to 
reported. Similarly, the business abroad of Canad,' 
insurance companies is regarded as that of a vii 
resident branch and transactions between Can,iL 
and such branches are to be reported. 

3.2 Non-Resident Owned Investment Companies 
lnt.eslment Trusts - The country of residence 
holding companies is established by the residence 
their beneficial owners where known, 

3.3 Eurobond Issues are issues organized by an too 
national syndicate commissioned to placi i" 
securities simultaneously in more than otit -e: 
and expressed in one or more key currencies. 

3.4 Instructions regarding the statistical classi 
of the nationality of investors and securities ....... 
purposes of this return may be obtained as 
paragraph I.I. 

4. Transactions - lngeneral all secutities are class,u, 
by the country of incorporation of the issuer. Neuli 
the currency in which a security may be denomina', 
nor the currency in which the transaction may be '.'v 
summated has significance for the purpose of thi 
return. However, securities of Canadian incorporari 
companies whose principal operations are outsil. 
Canada should be classified as ''foreign''. 

4.1 Location - Location of a bond, debenture, or sIr., 
certificate is not relevant; for example, a purchase I 
a non-resident from a Canadian is to be reported 
gardless of whether the security is to be lodgel 
Canada or delivered abroad. Similarly a sale to a 
resident for delivery , against payment, to a bank 
C.anada should be reported by the dealer, as a ch.,i 
of ownership between Canada and . I 

has occurred, (For special treat,,l 
company transactions see paragraph . 

4.2 New Issues include new, refundtn 	. I 

issues. For practical purposes the Ii lii I 	 .111 

tween new and outstanding issues may be take,, ,i - 
immediately after wholesale distribution by ii-
originating group or purchasing syndicate. An is5.-

is classed as outstanding, therefore, after it has I, 
distributed at wholes/c  
warrants, and all mute. I 

as outstanding secut,i 

4.3 Redemptions - Repurel'..... 
governments or corporat,ns of then oun hi',c 
debentures, or stock are to be reported, but rnatu,lt 
bonds or debentures, and issues called for comple 
or partial redemption are to be excluded. 

3-1200-50.1 6-5-76 	 Corst'd on 
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INSTRUCTIONS (Concluded) 

4.4 Buy-Backs - Buy-back transactions are considered 
for (he purposes of this survey to be a short term 
agreement of sale of a security which specifies both 
the date and price of repurchase. Transactions should 
be included in the appropriate categories but need 
not be specifically segregated. 

4.5 Short Term Securities —Schedule BP-30 should be 
used in conjunction with supplements A and B to 
Schedule BP-30  for reporting transactions in these 
instruments. Bankers acceptance should be included 
with the category "Canadian commercial paper"; 
provincial and municipal treasury bills and chartered 
bank term notes should be included with the category 
'Other Canadian issues''. Negotiable certificates of 

deposit issued by non-residents should be included 
in foreign issues. 

4.6 Timing - Delivery dates are a more appropriate basis 
for the compilation of this return than are contract 
dates. Where practical reasons necessitate the 
general use of contract dates it is essential that 
arrangements be made to adjust the returns to a 
delivery basis in respect of buy-back and other 
important deferred delivery transactions. 

5. AMOUNTS TO BE REPORTED — All values should be 
expressed in terms of Canadian currency and rounded 
to thousands by dropping the last three digits. If 

however, the amount dropped exceeds $500, the 
reported amount should be increased by one. For 
example, $1,253,756 should be reported as 1,254 on 
the form. It will be assumed that blank spaces 
represent amounts of less than $500 or of zero. 
Where more convenient, a firm having extensive 
transactions on a U.S. dollar basis may report them 
on a separate monthly schedule duly marked ''ex-
pressed in United States dollars''. 

5.1 Transactions executed outside Canada— Report as 
sales the amount credited on transactions for a 
Canadian client or for your own account (proceeds of 
sales less commissions and taxes outside Canada). 
Report as purchases the amount debited for these 
accounts (cost of purchases plus commissions and 
taxes). 

5.2 Transactions executed in Canada—Report as sales 
the amount debited on transactions for a non-resident 
purchaser (cost of securities plus commLssions and 
taxes in Canada). Report as purchases the amount 
credited on transaciions for a non-resident seller 
(proceeds of sales less commissions and taxes in 
Canada). 

5.3 Margin Accounts - Transactions in margin accounis 
should he treated in exactly the same manner as 
other transactions. 

Please describe briefly the nature of any exceptionally large or unusual transactions reported on this return. 
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I+ Statistics Canada Statstique Canada 
SALES TO NON.RESIDENTS OF 

Ralancr of Payments Socuon 	 SHORT-TERM SECURITIES 
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SALES TO NON-RESIDENTS OF SHORT-TERM SECURITIES t  

Description of each issue 

Socurisy
Bo.noer 	

Dare 	 Ud 	
Conenral 

Mslnrtty 
Please 	ees/y eo..aey 

23-24 27-22 23-24 - 29-34 	 42-46 

07-09 10-12 	Speetfy 
Es.....all on,snnin to n.se.. 	thoonoad Cusodlos doll,,.' 

and year  

Mo. Yr. Bpnknr. 	acceptanoes 

131 

131 

131 

Orbs C.n.d,.ncoinarci.Ip. 
132 

CANA- - - 	 - - 

DIAN 132 

COMM -  - 

ERCIAL 132 

PAPER - 

LSS 

132 

132 

132 

Banks (es. be.rr denrar,d cores( 
I-Il 

141 

141 

141 

142 

Gocernmcnrs (unless indicated elnenlrorel 
142 

142 

OTHER 

CANA- 
42 

DIAN - - Eon 	otsant enrnn(eiset 

ISSUES 
243 I I 

Cs.ponari005 IC.,. ,nns.tt loan 
244 

44 

(44 

(44 

131 

(SI 
	

United States 
Treasury Bills 

(52 

Foseit, osranercial paper - 

FOREIGN 	
152 

ISSUES 

I 153 

0—I (00-54.2 
	 II he lorci 85 security •s re0(s,ered, please specify by (R). 

Other 
Countries 
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PURCHASES FROM NON-RESIDENTS OF 
SHORT-TERM SECURITIES 

Month 	

r ho 

1* Sats Canada Stalistique Canada 

!f Poymonts Section 
Ii4A KIA OZA 

In 

It, S.ru,n. of C.r..1. 1970-71- 72. 

OF 

iNAN 

lOAN 

King L)ni,,d 	 d 	 IS W--n Continontol 	
Countios 

PI.as.spec./y colry 

07 0 	 - 	mon SporOy 
i3-1 	17-22 	23-28 	29-34 

,,nd your   ih 	 Enpross all amounts to n.or.ni thousand Canadian dollar.' 

211 

II' 

Mo., 

211 
211 -- 	Tar  

L  
211 
211 
211 
212 

ShonI.cotm Issues' 212 
720 
210 
220 
220 
220 
220 
220 
220 

120 
220 
220 
220 
220 
220 
220 
220 
220 
220 
220 

II 	h•'.;']r' 	 11 	 1 f511 	5'! 	 ''.j, 1 	5.-I.... 	I 	,...,-.,,, 1 .... 
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PURCHASES FROM NON-RESIDENTS OF SHORT-TERM SECURITIES 

Description of each issue 

B 	 en 
H0 

U 	 d United 
 

K 	 p H en 	ph C 	s 
3d 

P1... . 

13-I6 7-22 	 23-28 	 29-34 

07-0 10-12 Ba .....all onronint. 	 :r:u::nd Canadian dello. 
SP' 

231 

231 

23! 

- Other Cairadian commercial 3.8cr 

232 
CANA -  
01471 232 

COHN- - 
ERCIAL 232 

PAPER - 
232 

232 

232 

232 

Bark, (e.g 	homer demsnd roirr) 

2-il 

241 

241 -- 

241 

241 

Cooernmeoma (tnlers indir.red elsenherel 

242 

242 

OTHER 
CANA- 242 -; 	 - 

DIAN Gon.rnaienn enterprise. 

ISSUES 243 

243 

243 

243 

Cp (gin 	ggl 	 np 

244 

1 Tne.acrv hills 

251 

231 
ris  

231 

F. S. oonsmerei.l paper - Basking 

FOREIGN 252 

ISSUES' 

 
Foreign noirmmerni. I paper - Non-banking 
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Part C of the BP-28 has no counterpart in the 
returns for Canadian companies. It reflects the move-
ments of funds between foreign offices (including their 
bank accounts in Canada) and companies or persons in 
Canada not covered elsewhere on the return or specifi-
cally excluded. The inflows are subdivided into two 
components. The first covers the acquisition of new 
issues of Canadian securities. The totals are not ordi-
narily tabulated but the individual issues listed are used 
as one of the elements in the construction of series 
1)32, New issues of Canadian securities. Other inflows 
which cover primarily the acquisition of mortgages 
but would cover also other investments in Canada 
including real estate and outstanding securities, together 
with the reported outflows of the funds from Canada, 
form elements of series D50 or D30 of the capital 
acCoUnt, 

BP-29 - This schedule, a report by trust and 
inn tzage companies on transactions with non-residents, 
i obtained annually. In 1974 it covered about 55 
respondents and their branches, if any, in Canada. 
The questionnaire is divided into four parts. The first 
of these seeks the value of assets managed or held at 
the year-end beneficially for non-residents of Canada, 
in management, safe custody and agency accounts, 
ctates and trusts, and holding companies. The figures 
contribute to the estimates of miscellaneous invest-
irent in Canada described in Part IV and through them 
influence some of the estimates of capital and income 
flows. This part of the return also seeks information 
bout foreign assets held for non-residents, which is 
ied primarily in the interpretation of stock estimates 

derived from foreign sources where such holdings might 
appear to be beneficially owned by Canadians. The 
second part of the schedule deals with liabilities of 
respondents to non-residents in the form of Canadian 
dollar deposit accounts, guaranteed investment certifi-
cates, deposit receipts, debentures, etc. These are used 
in the investment position and are also the source of 
capital account entries in series D50 for the guaranteed 
investment certificates and D71 for deposits. 

The other two parts of the schedule deal with 
remittances. Income remittances become components  

of miscellaneous income receipts and payments. The 
questionnaire also picks up figures for receipts of fees 
and other administrative charges which become a part 
of business service receipts recorded in series A23. 
In addition there will have been fees and other ad-
ministrative charges which have been offset against 
income remittances, and an imputation of these is 
accordingly made and used to increase both miscella-
neous income payments and business service receipts. 

Capital withdrawals from estates and trusts are 
treated as transfers of inheritances becoming an element 
of series B30, while other capital transfers (apart from 
those related to security transactions) are reflected 
in series D50. The international security transactions 
are, of course, incorporated into series D30 or D35 as 
appropriate. 

It will be noted that the reports do not seek to 
obtain the full international security transactions of 
respondents; some of these will have been reported 
on BP-30 by Canadian intermediaries and are expressly 
excluded for this reason, while in the case of res-
pondents with a significant volume of international 
securities transactions those carried out directly with 
non-residents are reported by them monthly on BP-30 
rather than annually on BP-29. 

BP-30 - This schedule together with supporting 
supplements covers international transactions in sec-
urities of more than 30 types and is obtained from 
approximately 150 respondents. It is the only monthly 
survey carried out by the Division. Respondents include 
brokers, other security dealers, and banks in Canada, 
as well as investment funds, pension funds and other 
large institutional investors who make a practice of 
directly executing or arranging security transactions 
outside Canada. The basic questionnaire is supplemented 
where appropriate by schedules providing further 
details of transactions in short-term securities. 

Information from the schedules plays a part in 
the construction of many items in the balance of pay-
ments and investment position as indicated in Chart V.1 
and described earlier in Parts ITT and lV 

Questionnaires Used Primarily in the Construction of International Investment Position Estimates 

Wc tin now to the group of schedules shown in 
lable V.1 which are primarily related to estimates of 
(anada's international investment position. We have 
already seen that the schedules directed to the col-
Icetion of balance of payments data become elements 
in the construction of estimates of Canada's inter-
national assets and liabilities. In parallel manner the 
fluestionnaires used primarily for the investment posi-

on also provide inputs to estimates for the balance 
of payments. These links appear in Chart V.I. 

As in the case of the balance of payments ques-
tionnaires, it may be useful to group for purposes of 
description those for the investment position. Schedules 
BP-51 through BP-58 and BP-61, which relate primarily 
to Canada's external liabilities (foreign investment in 
Canada), will be dealt with as one group. Finally, this 
Part V will conclude with descriptions of Schedules 
BP-59 and BP-60 which collect data in respect of Cana-
dian investment abroad. 
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While the following descriptions refer to com-
panies or corporations as the respondents, the data 
sought from them are generally on a consolidated or 
enterprise basis. 

BP-51 thiough BP-58 and BP-61 - The BP-51 and 
BP-52 are both basic questionnaires dealing with the 
geographical distribution of ownership of the capital of 
Canadian companies. (The term is defined to cover 
also companies incorporated under foreign law sub-
stantially for the purpose of engaging in business in 
Canada. It is frequently easier for such companies to 
supply data for the corporation as a whole rather than 
to articulate a Canadian branch operation which sub-
stantially corresponds to the total company. The treat-
ment of unincorporated branches in Canada of non-
Canadian corporations, involving the use of BP-22, 
although technically more appropriate, creates more 
difficulty than the use of schedules BP-52 and BP-21, 
those normally used for Canadian corporations.) 

The schedule BP-52 is in fact the basic ques-
tionnaire. It provides material about the corporation 
and the geographical distribution of its long-term liabili-
ties and equity. This questionnaire was directed to 
about 7,500 corporations in 1974. The BP-51,now used 
as an alternative, was for many years the basic question-
naire. The latter provides somewhat less detail of the 
value and distribution of long-term capital than the 
BP-52 but picks up figures for short-term indebtedness 
and for certain non-Canadian assets of the respondent. 
The form is now used in respect of companies ap-
proached for the first time and of a group of Canadian 
corporations which are treated specially either because 
they have no significant assets or operations within 
Canada or because within the survey system major parts 
of the investment in them are measured through other 
techniques. References to some of the situations in-
volved will be found in the note on non-Canadian com-
panies and other special situations in Part Vt. 

The schedule BP-53 provides information on 
the Canadian subsidiaries or affiliates of respondent 
companies as well as other major investments in other 
Canadian companies. It is sent to about 2,500 respond-
ents annually on a revolving basis. 

Schedule BP-55 is used to up-date the ledger 
records covering the foreign ownership of funded debt 
of provinces, municipalities and their enterprises. The 
form and maintenance of these records has been des-
cribed in Part IV. The schedule also provides elements 
of series D32, New issues of Canadian securities, and 
D33, Retirements of foreign-held Canadian securities, 
as described in Part III. It is obtained annually from 
about 175 entities. 

Schedule BP.57 reports on the value of invest-
ments in Canada by non-Canadian firms. The BP.57 
is normally used to establish the existence of such 
investments. If the amounts as established are signifi-
cant the required information is thereafter normally 
obtained on schedule l3P-22. For smaller undertakings 
the information would continue to be reported on the 
BP.57 schedule. About 50 schedules BP-57 were ob-
tained in 1974. 

The BP-58 is a report by non-Canadian airlines 
operating in Canada, providing in addition to the value 
of their assets and liabilities in Canada some freight and 
shipping and business service items. There were about 
45 respondents for 1974. 

The BP-61 provides balance sheet data on invest-
ments in Canada of non-Canadian partnerships. 

BP-59 and BP-60 - The BP-59 is used to obtain 
information on Canadian capital invested abroad by 
Canadian enterprises. Separate details are obtained 
for subsidiaries, affiliates and other investments (mainly 
unincorporated branches). The principal industry is 
ascertained together with the forms of long-term in-
vestment abroad. The totals are provided on two valu-
ation bases. The first is that followed by the subsidiary 
or affiliate abroad. This is the value used in the cons-
truction of estimates of the book value of direct in-
vestment abroad. A total is also obtained on the basis 
of the valuation appropriate to the stage of consoli-
dation used in completing schedule BP-51 or BP-52, 
if applicable, or otherwise at the values reflected in 
the respondent's accounts. It will be recalled from 
Part IV that estimates of external liabilities are made 
representing long-term investment in Canada; the second 
valuation is the basis appropriate for the deduction made 
from the book value of long-term capital employed 
in Canadian corporations to eliminate elements em-
ployed outside Canada. The related liability entry for 
the equity of non-residents in Canadian assets abroad, 
which covers substantially the same assets, is, however, 
based on the valuations reflected in the accounts of the 
subsidiary or affiliate abroad, and thus consistent with 
the values employed on the asset side of Canada's 
international investment position. 

The schedule BP-59 also collects information on 
long- and short-term portfolio (or similar) investments 
of substantial size. These entries are used to identify 
capital flows which have not been covered through 
other sources and to make appropriate provision where 
necessary for any equity of non-residents in these 
assets through their investment in the respondent. 
About 1,500 enterprises received schedules BP-59 
in respect of 1974. While the typical respondent re-
ported only one or a few investments abroad, the 
numbers ranged up to well over 100. 
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I ' Sattstics Canada Statistique Canada 
CONF IDENTIAL 

	

Italance of Payments Division 	
BP-51 

GEOGRAPHICAL DISTRIBUTION OF OWNERSHIP OF CAPITAL 
ci companies incorporated in Canada, or incorporated wsd.r foreign mw 

bs'nnriolly for the purpose of engaging in business In Canada 

1975 

reporr for vent Fires) yem (norm.) bu,ine,n 

you, prIirci use Iornrule franç.iisr-. print dr Fndoiuvr ci dv teiOutflet ccliv -ci Ave,sorre cclii urines mouliesi et (life U 
crutistics Ccnsdn would appreciate your assistance in its compilations of capital movements and Canudas balance of international 
redness. Kindly till in the data requested and return to this Division at your earliest convenience in the enclosed envelope. 

he information furnisheil by your company in response to this request will be created in strict confidence. 

(athoriny - Sintisnmcs 5c( Chapter 15. Statutes of Canada 1970 -71 -72. 

CTION I - DISTRIBUTION OF OWNERSHIP OF SECURITIES AND OBLIGATIONS OF YOUR COMPANY 

I., 	 local issued 	 Owned an 	 Ownedin 	 Owned in 	 ned in 
and outstanding 	 Canada 	 United Staten 	 United Kingdom 	

at 
	cmnantries 

Number of chutes 	I 	Nnmber of nheeen I 	Number of share, 	Namber sI share. 	Nnerbnr of shares 

	

oral) 	I I% of stat) 	I 	 (% of tat a)) 	 (% of total) 

(In the cane of non•registeted aecuricies, give your closeac eetimsce.) 

lang-tenn indebtedness 1 
	

S 	I 	 S 	I 	 S 	I 	 S 	 I 	 S 
ny back boeeosait.g 

lode issues of aholly.owned Canadian subsidiaries. Notes held by hunks should be shown as "Other long-term indebtedness". 
cnded or likely to remain outstanding for mote than one year from the date incurred, including mortgages, accumalered advances (rom a parent 
jour • and all other forms of indebtedness which may be considered as invenment in your company and its Canadian nabnidiariea. Indicate rate 
merest term, description, and currency of payment, 

n-term indebtednenam 	 S 

ii rent and/or affiliates  

I LTION II - VALUE AS AT END OF LAST FISCAL YEAR OF CAPITAL AND SURPLUS OF YOUR 	 Canadian dollars 
COMPANY FROM COHSOLIDA TED BALANCE SHEET. (If more convenient, enclose report and check C] 

	

eredstock 	........ ..... . ................. ................ .................................. ... ............................................. ...
-  

limosor capital stock ............................ ..................................................................................... ..-  

	

aural surplus 	 - 
,tm,f-in, donated, uppruinal surplus, discount on issue of shares. etc.). If discount, check  

orplu5........................................................................................................................................................ 

Ii,. ficit ............................................................................................................................................................. 

Not.: If data aspplied in not from consolidated balance sheet, please indicate 0 
PLEASE COMPLETE BOTH SIDES 
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SECTION III - MISCELLANEOUS 

I. Date of incorporation 	 - - 	-- Dominion, provincial or oth Cr charter (specify) 	 - 	 - - 

2. Fiscal year end  

3. Principal type of activity 	 j Manufacturing 	 H :; 5and 	 fl' Other (please specify ntural

flMerchandising 	 Mining 	 - 

4. Principal product produced or sold or service rendered  

5. I)oes your company have any ownership in shares or debt securities of any other Canadino company? 	Yes H 	No [1 
SECTION IV: PRINCIPAL INVESTORS IN YOUR COMPANY 
1 - Controlling shareholder or group of shareholders. 

List all shareholders forming part of a group which in your opinion is capable ? 
exercising control through ownership of securities or by other meuns. Shareholders in the 

controlling group may also include related companies of your organ:;..tilon. 

Non.resldenta: Name and country of residence 

Class of 
shares held 

Number 	f 
shares h

o
eld 

Residents Name and address 

2. Other major Investors 

List all other investors with 5% or more of any class of 
shares or with holdings of long-term obligurions equivalent 

to 	l 000,000 or more 

Typeof 
securities 

or obirgutions 

Nmber of 
aces Otf  

° obligutinsIceld 

Non-residents: Name and country ,  of residence 

R.uldents: Name and address 

SECTION V - OPERATIONS OF YOUR FIRM OUTSIDE CANADA AND OTHER FOREIGN ASSETS 

I. In there a comp:rvy i rear poroted outside Canada which is: -: 	 - 	- 
(a) 	solis:diary 	to 	your 	company' 	.. ................................................... 	....... 	..... ... 	..... 	............................... Yes H No 

(h) controlled by the samen 	a po at 	shateholde s resident in Canada who control your omp 	LJ Yes L] No 

(c) affiliated 	with 	your 	company' 	............ 	....................................... .... ........................................................ [] Yes No 

(Disregard companies or subsidiaries of companies listed in Section IV) 

II so, give name and address of company or companies: 

2. have you an unincorporated branch which carries on business 	in another country' ........................................................ 9 Yes 9 No 

3. Have you foreign assets other than those represented by subsidiaries or unincorporated branches' ............................ DYes EJNo 

If so, specify type and give approsimate value:  

Foreign currency balances in banks and other 	 \on'(anadian commerciahand finance company paper S 
insritutione: 

(a) in Canada 	swapped deposits 	 $ 	 - 	Other, non'Canadian 	securities .................................. S 

other 	.........  ... 	..... ......... ..... ......$ 	 Loans 	and advances 	to non-residents .......................  

(b) abroad 	 $ 	Other  

Non-Canadian 	treasury 	bills 	................................  

Canadian address (Head office or chief place of business in Canada) 

Date 	 Area code and telephone 	 Telen 	 Name (block letters) and title of -: 	................... 
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I + S1atcs Canada Slatistique Canada 

Halance of Payments Division 	 ('()NI5IDFNTIAL 

(,I-o(;RApHICAL DISTRIBUTION OF OWNERSHIP OF CAPITAL 	 FBP - 521 

:. - iI , rises incorporated In Canada, or incorporated under foreign law 
.iclsstantiatly for the purpose of engaging in business in Canada 

ISO 

lele 4 Ii S 358s 

SI SOS piekiec Ii I,,:ii:ulc lIj:S,.lIsc. fuse Ic I ccl flel I c. - 	- isiricicelle-ci 05cc cotic nom ileitres rnoulcesl er litre 0 

GUIDE 

Scihority: This request is mode under the authority of the Statistics Act, Chapter IS, Statulesof Canada 1970.71-72. The information you provide will he held in 
I,: conridence and seen only by persons who hare taken an oath of secrecy. 

I .. pose: tIns reqaest is made to assist in the compilation of international capital movements and Canada's balance of international indebtedness. The related forms 
-xc rthip in Canadian Companies (BP-53) and Capital lnsriled Abroad by Canadian [interprises (lIP- 59) are designed to obtain data on the inter-corporate links 
::poiidert enterprises and their investments abroad. 

hug of reports: A completed copy of the form(s) lIP 52, (lIP 53 and BP-59 if applicable) should be returned within 30 days to SlatisticaCanada, Balanceof 
it inenrs Disrsion, Ottawa, Ontario RIP. OZS. Reqocsts for extension of the filing time or for additional buns should be directed to Supervisor. Data Collection 

K eqoctis liii clariia.iti,ri of reticiri ivy requiteinevicor for additional instructions should be directed to the International tnneslnicvt Pirsitiori Set-i tin. Kespon-
'may telephone collect 613-996-- 2545. 

I. flirting unit: For reporting companies having subsidiaitcs or clfcctivety-coiitrollcct toiripariics it is intended that these reports represent a consolidation and he 
ruipleted on a fully coasolidated baits except where specific inslruc(ions indicate othnwisc. Compaiircs included in the c-,insuclidation are nirrmatly those that your 
•itiany has included in the preparation of its consolidated financial statements The nairies of ('anadran suhnsidiaries consolidated or these rrportsare to be listed 
the related form BP 53, Part I and non-Canadian subsidiaries on the lorm BP-59. While it is recognized that consolidation may not always be practicable it 

- uld be noted that companies not included may be suiscycd separately 

Irirul eonered: If possible please report as at your fiscal quarler ending between Noveniber 15. 1975 and February IS. 1976. Companies unable to comply should 
''rI asat their fiscal year ending between April I. 1975 and March 31. 1976. 

prenu all dollar amounts to nearest ttto*asand of dollars: All amaunts should be rounded by dropping the last three digits. If. boss-ever, the amount dropped exceeds 
- -. II) thea the reported amount should be increased by one. For example, $t .253,756 should be reported as 1.254 on the form. Please insert a dash (-) where the 
::,unl is less than $500 or the item is not applicable. Unless nlherwite specified, all amounts should be reported in Canadian dollars. 

- -ng-term debt: Report only the debt of Canadian companies included in the consolidation. Please give your closest estimate of the geographical dtstrtbation of non' 
ciered securities. Lang-merm notes held by banks should be shown under "Other Long-term Indebtedness". In general all debt with an original term to maturity 

- ne year or more or likely to remuin outstairding for more than one year, including mortgages and accumulated advances from Inc parent company. slieruld be 
cured, tndisidaut issues should be identified and outstanding amounts reported in thousands of omls of currency of payment. 

Scopean Economic Comnranily (EEC) Courstries: Report data for time United Kingdom scparurely from "Otherl FC(oimntriex". Included in other LlxCcountrms 
Belgium, Luxembourg. Republic of lreland,Wesi Germany, Netherlands. l)enmark (including Greenland, loeroc Islands). France (including Monaco and Andorra). 

- Is (including Saris Marina, Vatican City). 

liii hated surplus: S:irrlc: resulune (torn !raflc:ntI , fls iii theu::n'p.rnsS ::wn siock: from miscellaneous stock transactions and changes, from shareholders' con' 
......................Sends and similar actions ordered by the board of directors by which some portion of 

- 	 - 	cc erediled to the capitol stock and paid-in surplus nceounls. 

INITIONS 

anada which, usa retaIl of common ownership are controlled or managed by the same 

:::r,cllzag siiaa-eholders or group 01 shareholders: is dclinrmi as any shareholder or group of affiliated shareholders which in your opinion is capable of enerclsirsa 
'I throagh ownership of secarirtes or by other means. Shareholders in a controlling group may include related companies and may reside in more than one 

c:Jiaay: a company in which the reporting company owns directly and/or indirectly through subsidiaries shares conslilating more than 50% of the outstanding 
- rights. 

- ris-ely-eoalrollnd company: a company for which the operating and financial decisions are effectively conleolled by the reporting company esen though It owns 
luau 50% of the outstanding voting eights. 

I:: Sate: any company which is controlled by substantially the same shareholder or group of shareholders as the reporting company. 

,iatedc any company in which the reporting company owns directly and/or indirectly throagh subsidiaries or/effecrisety'controlled companies at least 5% but 
ore than 50% of the voting rights and is not an effectively controlled company or affiliate. 

I-ted company: isa parent, sabsidiaey,controlled,affsliated or associated company. 

t',((T I. GENERAL 

I 	Date of incorporation 2. Federal, Provincial or other 
charter (specify) 

T(a1 Fiscal yeas end 3(b) Period end to which this 
report relalcs 

,:adian address (Head offrce or chief place of business in Canada) 

- u neipal type of activity 	0 Manufacturing 	 0 Petroleum & natural gas 	 0 Merchandising 0 Mining 

Other (specify) 

-urucipal product or service 

his schedule accompanied by schedule BP-53 "Ownership in Canadian companies"? 0 yes 0 no 

ii, does the reporting company have any ownership in shares or debl securities of olher Canadian companies' 0 yes 0 no 

S his schedule accompanied by schedule BP-59 "Capital lnnesled Abroad by Canadian Inrerprises"7 0 yes 0 no 

cci, does the reporting company or any of its Canadian subsidiaries have capital invested abroad other than 
cign currency oasis balances andfor trade recervables? 

ces, please deserihe tsriefly 	 _-._ ___________________________________________________ 0 no 



PAR, II. GEOGRAJHICAL DISTRIJUEION OF OWNEBSUIP OF SECURITIES AND OBUGATTOOO OF YOUR COMPANY 

OWNED IN ALL COUNTRIES 

	

Total 01.0.4.04 0100100410$ 	 0010.45 C.o.ds 

TYPE OF OBUGATIONS AND SECURITIES 	 Asia by 
As 00.0:1.400 	At .od of 	 IrttIt4II.% 
E000Ioo.tflI0000nRtI pootod 	 Total 	 ,10115o1d11 

I. LONIUTF.RM DEBT OF YOUR COMPANY AND CONSOLiDATED CANADIAN COMPANIES lIWbado .010.010 4.1 oo)IIAO otto loot) 50000140 Ito, 71 

(A) Bo.dA d.be.Ilsooh 0000. (IdoEbI) ooeh 	 otp.sodoIy .od topoot 0 o:ot000y of p.ytt,00l) 

OL000APHICAL OISTRI800ION AT END OF CURRENT PERIOD 

Ot.,.d I. 000.455.50. (000.040 F.o,Op..o Eo,,00oyk (000.5111, C0.otoIfl CUSR4 it 010.000.000100 

U,IIod Kiltidom 	 00111. EEC 
11.14 by Hod NE 

001.1 
loottoltioR 

010014.0 
01.14 ho 

I 	0001101101$ 
Hold by 

000ottOlt101 Total 
000100100$ 
sn.tootola.o 

10.00,701 
lbat.0010.o. 

YotlI I 	.tIstStOIast Total Itl.t.floldto 
07 R00000t 

00 roso 01 
.I000Nold.o. 

h00100t 0000)5. 010tIfttOtV00040to.,I 

2. MINORITY INTEREST IN CONSOUDATED CANADIAN COMPANIES 	 - 	 - - 	 TNT 

V.10.01 Rot000tly 1.1000.1 	 I 	 I 	 I 	I 	I 	 I 	I 
3. CAPITAL STOCK OF YOUR COMPANY )Idontify 0.01101.00 IOp.I410Iy) 	

fll.o.b.t 07.11010% 
IA) P100,00.4.100k .0114 aId 00111.04101 

II) 

2) 

131 

14) 

(3) 

IBICo.onbo. .l01k.1d sod 11.0000.4101  

II) 

12) 

(3) 

PART III CON OUDATEDSTATEMF.NT OF RFrAINED EARNINGS (11011.4)04 .tpltt. 0000001100 ltOItil 

07.0,01 11.1.00 ............................... 	...................... 
tall pooflt 1100%) bofoto 15000 ..................................... 
710000100 too loo000o 11010 - C.oEjalo. 

-(07.140 	............... 	........ 	.. 
TSndotododool.ttd - o,b ............................................. 

- 	Stock 	............................................. 
Other .ddtIioOUdSucIIoo. WOOZY) 

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

.PPtOfOSlIIOEO) 

_______________ 

PART IV. CONSOUDATED STATEJIENT OF CONTRIBI.TTED SURPLUS HOE Gold: IlOot 91 

OddIII0004ddoltotto (ScootIyl 

_______________ Oroto.tlbll000 	................. 	.............................. 	.. 

______________ 

____________ 

__________________ 

_ 

CloAogb.b000 	...... 	... 	......................... 	......... 	.......... 
____ 

-J 
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Express all dollar 
amounts to nearest 
thousand Canadian 

PART V. SHAREHOLDERS EQUITY 	 dollars see Guide 
Item 6 

CAPITAL STOCK (issued and fully paid) 	 S.000 

Preferrcdshares(l)  

(2)   

(3)   

(4)   

(5)   

Commonslnaren(l)  

(2) _____________________________________________________________________ ....... 

)  

CONTRIBUTED SURPLUS (from Pars IV) ...............................................

D EARNINGS (from Parr III) ................................................. ._______________ 

APPRAISAL CREDITS (onscslieod incrrosro in the satan of lIned assets) .............................

T VI. PRINCIPAL INVESTORS IN YOUR COMPANY 

Section I - Controlling nisuretsolder or group of nhareholdens. 

Office ann 
List ill shareholders forming part of a group which in your opinion is capable of 

osoecisieg control through ownerShip of securities or by other means. Shareholders in the 
controlling group may also include taInted companies of your organization, 

Cl 	f 
a ares 	e h 	Id 

N 
hh id ar a 

Non'residentc Name and country of residence 

Resrdents (lame and address 

Section II. Othet major inventors. 

Office use 
List all other innealors with 5% or more of any class of 

nhnres andfor with holdings of tonglerm obligations amounting to 
$t,000,000 or more 

Type of 
sonorities 

or obligations 

Number of 
shares or o  

obligations held 

Non.residents: Name and country of residence 

Residenta: Name and address 

Section III. Minonty shareholders in consolidated Canadian companies. 

Office use 
Namo of 

Canadian conspany 

Minority shareholders holdina 
or more of any class of shara Class of 

shares held 

of residence  

Percenla 
of shares 

held 
Name 

. 

Date Tnlnphoae Talon Nnnne (block letters) and title of ofrsoer 	rupoasible for this re.)orr 

3-1200-41. 



Name of tire Compony 
(Please indent immediately otter each company 

its own consolidated subsidiary or 
rftectively.controllcd companies) 

Percentage of capital 
stock owned by your com- Prnci 	al 
pasty and/or consolidated te 
subsidiary or effective y of 

controlled companies Acuviry 
Common Preferred 
stock stock 

7, 

Office 
use 

Only 

— 276 - 

I + Statiscs Canada Statistique Canada 

Balance of Payments 12viston 

OWNERSHIP IN CANADIAN 
COMPANIES 

1975 

CONFIDENTIAL 

BP-53 

Keep one copy for your file 

Telephone (613) 996.2545 
Telex 013-3585 	 - 	 Plea.e correct any n,i.tak.. in Nate. and Addrnna 

Si vous prfrez une foretule francaise, prire de I'indiquer et de retourn er celle-ci avec vorre nom (lerrres moules) et ritre LI] 

GUIDE 

1. Authority: This request is made under the authority of the Statistics Act, Chapter 15, Statutes of Canada 1970-71-72. The infotma-
Lion you provide will be held in strict confidence and seen only by persons who have taken an oath of secrecy. 

2. Purpose: This request is made to obtain Canadian inter.corporate links of companies responding to the return entitled Geographical 
Oi stribution of Ownership of Capital (BP -51 or 52). 

3. Express all dollar amounts to nearest thousand of Canadian dollars: All amounts should he rounded by dropping the last three digits. 
If, however, the amount dropped exceeds $500 then the reported amount should be increased by one. For example, $1,253,756 should 
be reported as 1,254 on the form. Please insert a dash (-) where the amount is less than $500. 

4. Subsidiary: o company in which the reporting company owns directly and/or indirectly through subsidiaries shares constituting more 
than 50% of the voting rights. 

. Effective ly-control led company: a company for which the operating and financial decisions are effectively controlled by the reporting 
company even though it owns less than 50% of the outstanding voting rights. 

6. Affiliate: any company which is controlled by substantially the same shareholder or group of shareholders as the reporting 
company. 

7. Associated: any company inwhich the reporting company owns directly and/or indirectlythrough subsidiaries oreflecrively -controlled 
companies at least 5% but not more than 50% ot the voting rights and is not an effectively-controlled company or affiliate (an 
associated company under this definition will include corporate joint venture). 

PART I-Canadian Subsidiary or Effectively-Controlled Companies FULLY CONSOLIDATED in EP-Si or 52 Schedule. 

-...............  .... .......... ... 

3-1200-42.1: 15-9-7 
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Express 
ne 	

all amounts 
to arest thousand 
Canadian dollar. 

PART II - Canadian S0bsldiary or Effoctiv.ly-Cantr,il.d Companies NOT FULLY CONSOLIDI TED In BP-51 o e2SCh.dul.. 

Percentage 
of capitol 

atc,ck owned 	 Tonal value of investment as by yOUt Ont. 	 reflected in 

	

Office 	 P. y 
' 	 ($ 

your own books 
000) noIiI.t 

	

us. 	 Name and Mailing Address 	 caxpanjea 

	

V 	
Coat- I Pre- 	 Ocher 
mon 	fenced 	Common 	Preferred 	aecunitiea 
stock stock 	stock 	 stock 	 or 

% 	% I 	 I 	advancea 

PAPT 	Ill - 0wnersir.p in Canadian Affiliated Cornpnniao 

Percentage 
or capital 

Total value of investment as 
pany and/or reflected is your own books 

Office consolidated ($000) 
Name and Mailing Address companies 

Corn- Poe- Other 
mon (erred 

I  
Common Preferred securities 

stock stock stock stock or 
N N 	I advances 

PART 	IV - Ownership in Canadign Associated or Other Cantidian Companion 
l ease  list all other compantes (excluding companies listed in PARTS 1,11 and Ill) is which an investment of at least 5% of any class of stock is 
Id by your company or 	Is consofidaned 	Canadian subsidiary or effectively controlled companies.  

Percentage 
of capital 

arock ow ned
by your 	nt  Total value of investment as 

reflected in your own books 
Olive cons

m
tolidoted ($000) 

vi Name and Mailing Address copaoies 

Other Corn- Pre- 
mon (erred Common 	Preferred 	securities 
stock stock stock 	 stock 	 or 

% % advance. 

iephone 	 Name (block letters) and title of officer responsible for the completion of this report 
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I + Statistics Canada Statistique Canada 

Balance of Payments Division 
	

CONFIDENTIAL 

OTTAWA K1A 0Z8 
	

[BP_55 

Telephone: 
Area 613/996-2545 

Pleaae coneci any mistakes in Name and Address 	 Telex 013— 3585 

Si vous prfrez une formule fronçaise, prire de l'incliquer et de retourner celle-ci 	E 

Statistics Canada would appreciate your assistance in the compilatton of Canada's balance of payments and 

international investment position through the completion of columns 7 to 12 of this form in respect of the 

particular issues listed. In addition, data is requested for all new issues delivered in the last calendar year. 

The information furnished will be treated in strict confidence. 

Name and title of responsible officer 

Telephone Number 

3-1200-22.1: 3.174 



PARTICULARS OF SELECTED ISSUES OF FUNDED DEBT 
)PI.,. 	 7-12) 

2 - 

C 	d 

linocn.in. 

I 
=0 

b. 

1974 

By 	 I P 	bL 

0 

172 

To.l 

1973 

Sk 
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NEW ISSUES DELIVERED DURING 1973 

By - law number 
Date of maturity 

(day, month, year) 
Rote Payable 

(currency) 

Amount of issue 

re Sold directly to 
sidents oi Canada 

or through Canadian 
offices of investment 

firms or financial 
institutions 

Sold directly to 
non-rest dents of 

Canada or throuRh 
non-Canadian offices 

of investment 
firms or financial 

institutions 
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I + Statistics Canada Statistque Canada 
Balance of Payments Division 	

CONFIDENTIAL 
OTTAWA K IA 078 	 -- 

INVESTMENT IN CANADA OF 	 B — 

NON-CANADIAN CORPORATIONS 
1975 

Tepoeii )6 2545 

\or 	 - 	
- 	Keep one copy for your file 	 T51.5 013-3585 	 - 

I 	 e retournet celle-ej avec votre riom (lectres moulérs) Cr rirre 

GUIDE 

1. Purpose -- I 	 hi, lorw -s m drtain the necessary basic data required to pre- 
it tire ( .riertr.in h,ilance ot international payments. This return is intend-

ed to collect balance sheet inlormation on the value of assets and liabilities of opera-
tions in Canada carried out by non-Canadian corporations. 

2. Authority — This survey is conducted under the Statistics Act, Chapter 15, Statutes of 
anada 1970-71 -72. The information submitted will be held in strict confidence and will 

be seen only by persons who have taken an oath of secrecy. 

3, Filing of reports — A completed copy of the form should be returned to Statistics Canada, 
Ifalance of Payments Division, Ottawa KIA 0Z8 within 30 days of receipt. Clarification 
of the reporting requirements or instructions should be directed to the same address. 
Respondents may phone collect to (613) 996-2545. 

.L Express all amounts to n•arist thousand of Canadian dollars — All amounts should be 
Riunded by dropping the last three digits. If, however, the amount dropped exceeds $500 
hen the reported amount should be increased by one. For example, $1,253,756 should be 

rrcd i. 1,254 on the form. Please insert a dash (-) where the amount is less than 
h-. 	or rh veni is not applicable. 

It,itt- .t,id place it in, orp-r,a troll of your company 

Canadian address (chiel place of business in Canada) 

Date of beginning of operation in Canida 

L neipal type of activity in Canada 

Manufacturing 	 :i Petroleum & natural gas 	 j Merchandising 	 Mining 

r)ther (specify) 

Principal product or service rendered in Canada 

___ 



BALANCE SHEET 

Canadian Branch or Division 

amounts 
(Report below the value of your investments in Canada even though 	 Express all 

they are not organized or considered to be a branch operation) 	 to nearest thous J  
Canadian dollars 

At December 31 or _______________________ 19 

ASSETS 

l .Cash 	........................................................................................................................................................................... 3M 

2. Accounts 	receivable: 	from 	residents 	of 	Canada 	................................................................................................. 3 H 

3. from 	non-residents 	of Canada 	.......................................................................................... $ H 

4. Inventory 	.................................................................................................................................................................. 3 N 

5. Fixed 	assets 	(net 	of 	depreciation) ................................................................................................................. ........ 	$ 	N 

6. Deferred 	exploration 	and 	development 	expenditures 	........................................................................................... 3 H 
Investments in Canadian corporationa including subsidiary and controlled companies 
(please specify) 

7 3M 

8 3M 

9. 3M 

Other assets (please specify) 

ICt 3M 

11.  3M 

12. Totol 	Aaaeta 	in 	Canada 	......................................................................................................................................... $ M 

LIABILITIES 

To rsald.nt. of Canada: 

1 . 	Accounts 	payable 	..................................................................................................................................... . . 	$ U 

Other liabilities: (please specify) 

2.  

3.  

To non-es. idents of Canada: 

4. Head office control account (Net) 

5. Other accounts payable ................. 

Other liabilities: (please specify) 

6.  

7.  

S. 

___3 U 

SM 

3M 

3M 

SM 

SM 

3M 

9 . 	Total 	Liobilitjss 	...................................................................................................................................................... 3 ML 	- 

use only 
. 

.................................... .. .. H:.- 	........- 	.. . 

for this r Date Area code and ielephone 	Telex Name (blok letters) and title oloflicerresponible 

1975 
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I Ø S1atstic.s Canada Statistique Canada 

la 	It 	 ' r. 111: III, D I,,, ac1 	 CONFIDENTIAL 

	

f'I,1 ,s 	
[BP5ij 

REPORT BY NON-CANADIAN AIRLINES 
OPERATING IN CANADA 

	

ep one copy 	
Telephone: Area 613/996.2545 

vi ous préfrre7 une formule (rançaise, priirc de lindiquer ci de ictourner celle-ci avec votre nom (lettres moulécs) et titre 

Statistics Canada would appreciate your assistance in the compilation of Canada's balance of 
.iternattnnal payments and indebtedness. Kindly fill in the data requested and rerurn to this 
I avision at your earliest convenience in the enclosed envelope. 

The information furnished by your firm in response to this request will be treated in strict 
'itfidence. 

Expreac all omounta 
to neorsat thousand 

Conodron doliori 

L, 	Sill,: la':.; 	I .111:1.1 	 Iii, fOal 	 ,l.l1I 	 111Sf 	 I,, I 	II 	 islIt Its 	oI  
,ll.II:ltcnancv of fuihfings and offices,aircraft services, fuel and oil purchases, taxes, commissions, agency SM 

nses, and other expenditures in Canada) ........ ................... ... .... ... 	... .... ........... ....... ............................... ........_________- 

ight and express revenues received for commodities carried to Canada, whether pre-paid or collect. SM 
fude revenue from traffic originating in Canada and from intransit traffic) ... ...... ...  .......... ....... ..... . ... ........ 

I'll 

I 	' 	if 	1-111(1 	11 1.01 	 .1 	 II I 	 .1:; ......iio I 	 lilly .1111 	 :1.1' 	
s,'1 

oral value at liabilities of (.anadian operation; 

(i) To residents of Canada .............................................................................................................. 	SM 

lii) To head office 	................ 	 SM..........................................................................................................______  

iii) To other non-residents of Canada ........................................... 	.  

Any cowecits ot qualifi :at:ons which you feel might be usefully added to this mate,iol would be appreciated 

lie 	 I Area . ode and 	 sariic arid title of responsible officer 	 Signature 
telephone 
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I+ Statistics Canada Statistique Canada 

CONFIDENTIAL 
Balance of Payments Division 

OTTAWA K IA 048 
	 BP.59 

CAPITAL INVESTED ABROAD BY 
CANADIAN ENTERPRISES 

1975 

	

[ Keep one copy for your FiI 	 Telephone (613)996.2545 
-- 	 -- 	 In len 0133585 	 P i vase curie ci any ni stOes in N ace or Address 

Si vous prfêrez one formule francaise, prire de I'indiquer ci de retourner celle-ci avec votre nom (lerrres moules) Ci litre fl 

Statistics Canada would appreciate your assistance in making compilations of Canada's balance of Inter-
national indebtedness. Kindly fill in the data requested and, at your earliest convenience, return in the enclosed 
envelope to the Balance of Payments Division. Additional copies of this form will be supplied on request. 

The information furnished by your enterprise in response to this request will be treated in strict confidence. 

Authority - Statistics Act, Chapter 15, Statutes of Canada 1970 -71 - 72. 

GUIDE 

1. Period covered. II possible please report as at your fiscal quarter ending between November IS, 
1975 and February IS, 1976. Companies unable to comply should report as at their fiscal year 
ending between April 1, 1975 and March 31, 1976. 

2. Long-term Investment. For the purposes of this return include as long-term all items intended or 
likely to remain outstanding for more than one year from the date incurred. 

3. Express all amounts to nearest thousand of Canodion dollars. All amounts should be rounded 
by dropping the last three digits. If, however, the amount dropped exceeds $900 then the reported 
amount should be increased by one. For example, 81,259,756 should be reported as 1,294 on the 
form. Please insert a dash (.-1 where the amount is less than $300 or the item is not applicable. 

4. Foreign business corporations. For the purposes of this return include details of foreign business 
corporations (as defined under the income Tax Act) and companies incorporated in Canada with 
similar characteristics - i.e., whose assets (except securities and cash) and business operations 
are entirely outside Canada. 

5. Other intercompany cIaim. Include any items which appear as a liability to your company in the 
hooks of the subsidiary or affiliate, such as notes, mortgages, accumulated advances and all other 
fornis of indebtedness which may be considered as investment from Canada in the company abroad. 

6. Subsidiaries abroad. For the purposes of this return a suhsidiary abroad is defined as a company 
incorporated outside Canada or a foreign business corporation (as defined above) in which the 
reporting (anadian conipany owns 50 per cent or more of the common or voting stock. 

7. Affiliates abroad. For the purposes of this return include as investments in affiliates abroad: 
(1) your company's investments in, and claims against, any company incorporated outside Canada 
(or foreign business corporation as debited above) in which your company owns at least 10 per cent 
but less than 50 per cent of the common or s.oring stock, .snd(2)your company's investment in, and 
claims against, any company incorporated outside Canada or foreign business corporation (as de-
fined above) which is controlled by substantially the same shareholders as the reporting Canadian 
company. Report the name and address of each company incorporated ourstde Canada which is 
rotitrolled substarmti.slIv h5 the same Canadian shareholders as your company. 

8. Unincorporated branches abroad. To calculate net assets abroad, deduct firm's total liabilities to 
non.residents from total assets outside Canada. Include in the latter all foreign assets of your 
company (net of book depreciation). If engaged in petroleum or minuig exploration, include in 
assets deferred exploratioit and development costs to be applied against income of future years. 

9. Miscellaneous direct investments abroad Include your company's investments outside Canada 
which are not incorporated as a separate company or considered a branch operation (e.g. agencies, 
warehouses, mining claims, real estate, etc.). 



BASIS OF CONVERSION 	- 

CAPITAL INVESTED ABROAD BY CANADIAN ENTERPRISES 

SECTION A. DIRECT INVESTMENT 

NN• S.. I,..,, p.q.  F. 4.1.61.4 4.8.!,,... a.d 

RNpNI! 	.I, A. ..r., 	I  
Ally 	N1.d.a.d r...a.., (0NPta* SIIORT.TF.RM 

[ ------------ . -_________ 
A 	N....,. IR.py.. 

I., 	 S..,I - •N.d .,d 0ul.,.,di,i I7N6 F'NdNA ONEo ttNcNNP.NT'. 

A 0 ADDRESS ONE IS.. 	I 	K.. 0 	4 I 	I 	p I IV 	a., ...d FRI 	I AL I 	
I 

..,, 

I 	I I A 	4 P005I.IT d Iai 	I I I 
by I 

A 
'6 ESYMEST 

BPS dl 
C..,... 	 P,ela,cd ,q •,  

II 	a 
r000 

FI-I 
NI CR00 

_rl 
N P' 

00 

NI 
ON.,.. 

	

A.Id 1000 

I. S.A.d,,a.. 

2.  

2. SlId,,,.. 

Ad 

H11 

 

3. O(l(NNa. _____________________________________________________ 	__________________ - 	 - - 	
- 1000 •1461%a. 	.k,.d 	••.N* a. ad ..pI....... ..d d.'cl'p..cn'. 	J Yes 	No 

- 
No 	If y, 'pedly. 

A....' 1000 

1000  

• 'OEOCNAPtI.C*L DISTRImJ1ION OF OWLRSHIPOWLNVIIAL 	
(OVER) 

tA 
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SECTION B. PORTFOLIO OR SIMILAR INVESTMENTS 
(Report value as carried an your balance sheet of holdings of obligations of forei$n governments, municipalities, 

and non-Canadian corporations which are not subsidiary to or affiliated with your company.) 

INVESTMENT 

LONG-TERM SHORT-TERM 

nOte5j 	advances 

commonj Preferred E7E:EiL.:,, 
United States 
(Specify sepseacely each 
inveurarent of $500,000 
or more.) 

(Report in thousands of Canadian dol isis) 

United Kingdom 
(Specifyseparutely each 
it, vestment of $500,000 
or more.) 

Other Countries 
(Specily by coantry and 
each investment of 
$500000 or more 
separately.) 

--.. 

Note: Have the values of your portfolio or indirect :nvr-srwcnrs changed mater: rIle with:,: rue Ncu  S eCu' 	 cv 	 No 

If so, uwdic are whether change was caused mainly by: 

(a) fl Revaluation 	 (hi 	Acquisition of additional holdings from outside Canada 

	

(c) fl Sale of holdings oorside Canada )d) 	Other reasons Ispecifyl 

Remarks: 

Canadian address (Head office or chief place of business in Canada): 	 Period end to which this 
report relates 

Date 	 lAtea code and telephone 	 Telex 	 I N5m0 (blnck letters) and title of officer responsible for this report 

3-1200-30.1 
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I + Statistics Canada Statist)que Canada 	 ('ON FlEW NTIAL 
Balance of Payments Division 	

BP - 59 
OTFAWA K I A 0Z8 	 Sapplement 

SUPPLEMENTARY SCHEDULE OF 
CAPITAL INVESTED THROUGH 

A PRIMARY FOREIGN SUBSIDIARY 

Telephone (613) 9962545 
Please —ct Name and/or Address 	 Keen one CODY for your fUn 	 Teles 053-3585 

Si OnUs préfdres uric formule (rançaise, pnêre de I'indiquer tide remurner celle-ci aver voice sum (lettres moules) ci titre 	0 

GUIDE 

I. The purpose of this supplementary schedule is to collect information on the book value of Canadian direct 
investments abroad when the investments, held by a primary foreign subsidiary, are located in a third 
country. 

2. Primary Foreign subsidiary - For the purpose of this return, a primary foreign subsidiary is defined as a 
company incorporated outside Canada in which a Canadian company directly owns 50% or more of the 
common or voting ssock. 

3. Foreign  business corporation - For the purpose of this return a foreign business corporation (See Guide 
item 4 of form BP-59) should also be treated as a primary foreign subsidiary. 

4. Secondary foreign subsidiary or affiliate - For the purpose of this return, a secondary foreign subsidiary 
is defined as a company incorporated outside Canada in which a primary foreign subsidiary directly 
owns 50% or more of the common or voting stock while a secondary foreign affiliate is one in which 
a primary foreign aubaidiary direcsly owns at least 10% but less than 50% of the common or voting 
stock. 

5. Unincorporated branch -. To calculate net assets, deduct total liabilities to non-residents from total 
assets outside Canada. Include in the latter all foreign assets (net of book depreciation). If engaged in 
petroleum or mining exploration, include in assets deferred exploration and de'velopmenl costs to be 
applied against income of future years. 

6. Miscellaneous direct investments - Include investments which are not incorporated as a separate company 
or considered a branch operation (e.g. agencies, warehouses, mining claims, real estate, etc . . 

7. Express all amounts to nearest thousand Canadian dollars - All amounts should be rounded by omitting 
the last three digits. For esample $1,253,756 should be reported as $1,254 on the form. Please insert a 
dash (-) where the amount is less than $500 or the item is not applicable. 

8. Authority - This survey is conducted under the Statistics Act, Chapter 15, Statutes of Canada 
1970 - 71 -72. The information submitted will be held in strict confidence. 

9. Complete one form for each applicable primary foreign subsidiary. Additional forms will be supplied on 
request. 

3—I200-65.I 21.4.76 



Primary foreign subsidiary hasing investments in third countries in Secondary foreign corporations or other assets 

(Report only the value of long-term investments of the primary foreign subsidiary) 	 Express all amounts 
to nearest tho 
Canadian dolla

usan
rs

d  
Name of Primary foreign subsidiary _______________ 	 __________ - 

- 

Secondary foreign corporations 

PRINCIPAL 
INDUSTRY AND 

PRODUCT 
OR SERVICE 

Stock - issued and outstanding 
(Use values shown in 

last report of 
issuing company) 

Retained 
earnings- 
surplus 
(delicit) 

Capital 

discount 
(paid-sn. 
donated, 
appraisat 
surplus, 
discount 
on issue 

of shares, 
etc.) 

Funded debt 
(acuate at par Cll 

or 
nominal value) 

surplus or  

Other 
long-term 

m ter-cOmpany 
claims 

Totals 

As valued 
by 

secondary 
foreign 

corporation 

$.000  

At valuation 
approp  fl.ite to 

stage of 
consolidation 

used in 
completing 

schedule 
BP-59 

Name Country 

Common Preferred 

% 
of 

issue 
held 

$ ,000 
% 
of 

issue 
held 

$'ooO 
Bracket negative 

amounts 
___________________________ 

Rate 
of 

inter- 
ml  

Rate 
of 

inter- _________________________ 
$000 

Other Assets - 	Unincorporated branches and miscellaneous direct investments (See Guide items 5 and 6) 
Remarks 

Description Country 
Value of 

investment 
(net assets) 

$000 

Date Telephone Name (block letters) and title of officer responsible for this report 

Ila 
go 

3— 5200-65.1 
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CANADIAN INVESTMENT IN 
NON-CANADIAN CORPORATIONS 

CONFIDENTIAL 

ri 

Telephone: Area 613 996-2545 
'I 	 'arnc ind 	 Keep one copy 	 Telex: 013-3585 

Si noun prtérez une formule francaise, frière de l'indiquer ci de retouroer celle-ci avec votre nom (letires moulées) et litre [1 

Company 
Among the responsibilities of Statistics Canada is the preararion of estimates 

of Canada's international investment posttion. For this purpose it LS necessary for us 
to collectcertain data with respect to non Canadian corporations in which Canadians 
may have significant ownership. 

We solicit your assistance in this survey hr providing the information requested 
below, and returning the enclosed duplicate o( tie  form. Your reply will he held in 
strict confidence and will not be used in any way which would disclose information 
concerninR the company or its principals. 

I 	
most recent 

Data for end of last calendar year, if possible, or most recent J 	Value as shown 
it, Approximate per cent 

fiscal period: 	 19 ________ 	 consolidated 	 held by residents 

balance sheet 	 of Canada 

L 	I 	I 

Sha-ehold., s Eqoy 

k (issued arid fully paid) 

	

dshares .... .............................................................................................................................. $ 	 ________-- 

,rinonshares 	.......................................... . ... . ........................... . ............... ... .................................. . .... $ 

,:-:n (or Capital) surplus 	. ..................................................................................................................... $ 

• 	.: 	•. 	 jslav,,da 	.................................... ..... 	. 	5 

Ii.,: 	 id 	 •( 	•I 	Ii: 

Telex 



— 290 - 

I * Statistics Canada Statistique Canada 

Balance of Payments Division 

011AWIs 1(1 s 0Z8 

INVESTMENT IN CANADA OF 

NON-CANADIAN PARTNERSHIPS 

CONFIDE NTIAI 

[BP-61 

Telephone (613) 996-2545 

	

Please correct Name and/or Address 	 Keep one copy for your] 	 Telex 053-3585 

Si vous préférez use formuic francaise, priêre de lindiquer et de retourner celle-ci avec colic nom (letters moukcs) ci 01cr 	LI 

GUIDE 

I. Purpose - The purpose of this form is to obtain the necessary basic data required to prepare 
statements of the Canathan balance of international payments. This return is intended to collect 
balance sheet information on the value of assets ano liabilities of operations in Canada carried 
out by non-Canadian partnerships. 

2. Authority - This survey is conducted under the Statistics Act, Chapter 15, Statutes of Canada 
1970 -71 -72. The information submitted will be held in strict confidence and will be seen only 
by persons who have taken an oath of secrecy. 

3. Filing of reports - A completed copy of the form should be returned to Statistics Canada, 
Balance of Payments Division, Ottawa K IA 0Z8 within 30 days of receipt. Clarification of the 
reporting requirements or instructions should be directed to the same address. Respondents may 
phone collect to (613) 996-2545. 

4. Express all amounts to nearest thousand of Canadian dollars - All amounts should be rounded 
omitting the last three digits. If, however, the amount dropped exceeds $500 then the reported 
amount should be increased by one. For example, $1,253,756 should be reported as 1,254 on the 
form. Please insert a dash (—) where the amount is less than $500 or the item is not 
applicable. 

I. Head office address 

2. Canadian address (chief place of business in Canada) 

3. Date of beginning of operation in Canada 

4. Pnncipal type of activity in Canada 

0 Manufacturing 	 0 Petroleum & natural gas 	 0 Merchandising 	 El Mining 

0 Other (specify) 

S. Principal product or service rendered in Canada 

3-1200-66.1; 21-4.76 



- 291 - 

BALANCE SHEET 

E
Report below the value of partnerships investments in Canada 	 nd

llars 

At December 31 or 	 19 

8000 
ASSETS 

1 .Casl, ........................................................................... 

2. Accounts receivablr: from residents of Canada ................................................... 

3. from non-residents of Canada ................................................ 

4. Inventory ........................................................................ 

5. Fixed assets (net of depreciation) .......................................................... 

6. Deferred exploration and development expenditures ............................................... 

Investments in Canadian corporations (please specify) 

7.  

8.  

9.  

Other assets (please specify) 

to. 

It. 

12. Total Assets in Canada . 

LIABILITIES 

To residents of Canada: 

1. Accounts payable ...... 

Other liabilities (please specify) 

2.  

3.  

To non-residents of Canada: 

4. Accounts payable 	.................................................................. 

Other liabilities (please specify) 

S. 

6.  

7.  

8. Equity of partners .................................................................. 

9. Total Liabilities 	................................................................... 

Office r 	____ 	uy 	_____  

Any comments or qualifications which you feel might be usefully added to this material would be appreciated 

	

Date 
	 Area code and telephone 	I Telex 	 I Name (block letters) and title of officer responsible for this report 

3-1200-66.1 
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It will be noted that the BP-59 obtains infor-
mation from Canadian enterprises in respect of their 
investments abroad. There are, however, also some 
instances of significant direct investments abroad by 
individuals and other investors who do not receive 
the BP-59. These cases are not many in number and 
the essential information is obtained directly from the 
non-Canadian corporation on schedule BP-60. 

The schedule BP-59 supplement is used to elicit 
information on direct investments abroad where com-
plex corporate structures are involved. Some Canadian 
direct investors abroad hold their investments in several 
countries through a holding company located in a 
foreign country. An attempt is made through this ques-
tionnaire to attribute such investments to the countries 
in which they are actually located. 
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Introduction 

This part describes a number of special situations 
including brief references to some of the unusual prob-
lems which have been encountered in the construction 
of balance of payments estimates. 

The first section has been entitled "Inter-country 
Exercises in Reconciliation". It describes in considerable 
detail protracted studies of measurements of the United 
States - Canada balance of payments statistics as con-
structed from each side of the border. Differences in 
the measures have at times played an important part 
in United States - Canada relations. While the practical 
implications for policy were its primary raison d'être, 
the work will probably be of interest to readers who are 
concerned with the more general problems of measure-
ment of the balance of payments. The studies are 
believed to comprise by far the most comprehensive 
examination of counterpart measures anywhere in the 
world to date. They illustrate one sort of technique  

which has been used successfully in the validation of 
data and the identification of weaknesses in the statis-
tical process. 

The second section is devoted to a brief look at 
the use of the basic balance as an analytical measure. 
It provides details of some of the special transactions 
which might be taken into account in the construction 
of such a series for Canada. The results suggest that 
those refmements which are possible do not lead in the 
Canadian situation to conclusions which are greatly 
different from those derived by a crude examination of 
the sum of the balances on current account and on 
capital transactions in long-term forms. 

There follows then a section on the statistical 
treatment of Newfoundland prior to its union with 
Canada in 1949. 

Part VI then concludes with a series of short 
references to items in the balance of payments whose 
nature occasioned special consideration. 

Inter-country Exercises in Reconciliation 

Unlike most statistical series, those for the balance 
of payments and the international investment position 
of a country have, in principle, a mirror image in the 
counterpart series of trading partners abroad. 

From time to time, the confrontation or combi-
nation of elements of the two measures has led to sub-
stantial improvements in one or both of them. From time 
to time, too, the development of matching counterpart 
series has suggested the possibility of considerable 
economies of effort through use by one country of 
estimates constructed in another. Significant data 
exchanges do in fact occur between some countries, 
including Canada and the United States. 

Although the League of Nations and later, the 
International Monerary Fund have given strong leader-
ship to efforts to introduce standard frames and con-
cepts, it has not in practice proved possible to produce 
estimates which are so consistent to be fully inter-
changeable. There are many reasons statistics covering 
transactions of one country with another must fit 
consistently into an overall frame which reflects the 
major interests and concerns of the compiling country. 
The needs and priorities of a particular country will 
often not correspond precisely with those of its trading 
partners. Administrative procedures, which affect in 
important degree those statistical series based on them, 
may differ. Institutional structures will also differ. 

For these reasons estimates will be made, and 
normally published, by a country in a form reflecting 
the perception of its particular needs and concerns. To 
the extent this diticrs froiii internatonallv established  

standards and formats, the data will be reworked so far 
asis possible for international use. Nevertheless economic 
and financial discussions even between international 
organizations and their member countries seem invariably 
to focus on the national rather than the international 
statistical series. 

Statisticians, particularly those of Canada and the 
United States, have long taken a keen interest in the 
relationship of counterpart measures. This interest 
reflects a number of concerns. At the technical level the 
progress made in measurement, analysis and presentation 
may spark similar innovations in counterpart countries. 
Exploration may reveal statistical errors and gaps 
which can be corrected, or may suggest the use of a 
single component measure by both countries, either for 
reasons of superior quality or of economy. Quite apart, 
however, from the advantage to a country of improving 
its own series, there are reasons - which have become 
more compelling with the passing years - for wishing 
to have series which, if not precise mirror images, are at 
least reconcilable. (Sharp-pencilled, knowledgeable ex-
perts have on occasion found that by relating data from 
independent sources they could derive greater insight or 
knowledge than was the intention of the authorities. 
Thus, for example, in the long period in the 1940's 
when little information was currently released on 
Canada's official holdings of gold and foreign exchange, 
their trend could usually be clearly discerned by astute 
users of United States statistics.) Recent efforts to 
develop econometric models which transcend national 
borders have been made extremely difficult by the 
existence of unexplained differences in counterpart 
mncastires. And finally, of paramount and critical im- 
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portance politically, is the need for international eco-
nomic and financial negotiations to proceed from a com-
mon perception of the facts by both parties. 

Somewhat similar considerations apply at the 
multinational level. If the national data reflecting 
statistical inaccuracies imply in the aggregate significant 
global imbalances, the possibility of harmonizing na-
tional policies to achieve viable results becomes remote 
indeed. Multilateral solutions of such statistical im-
balances, apart from the concepts-and-frame approach, 
are not vesy practical, and progress therefore is depend-
ent largely on national improvements, stemming in 
part from bilateral explorations. 

The earliest explorations of this sort were nat-
urally into those large international aggregates which were 
developed earliest, and for which great detail was availa-
ble, namely merchandise trade statistics. The statistical 
problems related to these immense flows have been the 
subject of study for many years, and they have contin-
ued to be important. 

Bilateral comparisons of data in Canada have not 
been confined to trade with the United States. In the 
early 1930's analyses published by the Bureau made 
reference to discrepancies with the United Kingdom, 
Germany and Japan, offering some explanations for 
them. But the larger part of the work was directed to 
the United States, due both to the importance of the 
magnitudes involved and the advantages of proximity 
which reduced problems of time lags and facilitated 
communication between the statisticians. Contempo-
rary issues of the official trade statistics reports contain 
some of the results of these investigations. 

Early Canadian files related to the development of 
balance of payments statistics contain many memoranda 
assiduously comparing United States measures for 
Canada with Canadian measures, not only of trade but 
of invisibles and capital movements. This work greatly 
assisted in the development of statistics of the Canadian 
balance of payments. There were apparently some pay-
offs to the United States as well. The Balance of Inter-
national Payments of the United States in 1930, 1  for 
example, contains a number of indications of close 
collaboration between the two countries. Some of this 
went back several years, but the 1930 report is of panic. 
ular interest. 

"The marked similarity between American figures 
for exports to Canada and Canadian figures for 
imports from the United States suggests that goods 
in this trade are usually valued by both countries 
f.o.b. point of origin - despite the instructions to 
American customs collectors to require that ex-
port declarations include freight charges to bound-
asy or to vessels. The discovery of the huge invisi-
ble American export involved is credited to S. 

I United States Department of Commerce, Bureau of 
Foreign and Domestic Commerce, Finance and Investment 
Division. United States Government Printing Office, Washington, 
1931. 

Parkinson of Toronto University 2  and Herbert 
Marshall of The Dominion Bureau of Statistics." 

This problem was to recur and to be rediscovered 
almost 40 years later. 

The resolution of statistical discrepancies appears, 
however, to have remained largely a technical concern of 
the statisticians until wartime and immediate postwar 
fmancial arrangements brought the data more directly 
into the policy area, with resulting discussions between 
Canadian officials and their opposite numbers in both 
the United Kingdom and the United States. Then, with 
changing conditions, the policy concern lapsed for a 
time but the close collaboration of statisticians, particu-
larly in Canada and the United States, continued. 

It will be recalled that during the 1960's the 
United States authorities took a number of important 
measures to improve their balance of payments position. 
The first of these, introduced in July 1963 and promul. 
gated in September 1964, was the introduction of an 
interest equalization tax on the acquisition of foreign 
securities by United States residents. Further measures 
were taken in 1965 with the introduction of guidelines 
applying to United States investment abroad. While 
arrangements were made to mitigate the effects on the 
Canadian economy, these programmes placed growing 
attention on the two countries' measures of the balance 
of payments vis-à-vis each other. 

With these developments, the rising concerns of 
the statisticians were joined by those of Ministers and 
of officials of policy departments and agencies. Discus-
sions within the Joint United States - Canadian Cabinet 
Committee on Trade and Economic Affairs led to the 
creation both of a joint Canada - United States Corn. 
mittee of Senior Officials on the Balance of Payments 
and, in the autumn of 1963, of a closely related Tech-
nical Working Group on Canada - United States Balance 
of Payments Statistics. 

The initial representation on the latter group from 
the United States side was from the Treasury, the Fed. 
eral Reserve Board, and the State Department, while 
Canada was represented by the Department of Finance 
and the Bank of Canada. In later meetings statistical 
experts from the Office of Business Economics of the 
United States Department of Commerce and the Do-
minion Bureau of Statistics participated and the respon-
sibility for progress was rapidly concentrated in these 
officers, although one further meeting of the whole 
group was convened. 

From 1965 on, continuing detailed comparisons 
of the two sets of statistics were carried out on a 
systematic basis. Initially the concentration was largely 
on capital flows, but with widening discrepancies 
becoming evident in measures of the current account, 
the exercise was extended to it as well. 

2 Actually J.F. Parkinson, later a senior officer of the 
Department of Finance. (The report also credits Professor 
Kenneth W. Taylor of the University of Toronto with suggesting 
a method of computing United States pavmcnts to (anadian 
raih\ a% s.)  
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Current Account 
The evolution of the reconciliation of the current 

account may most easily be described in four phases. 
The first arose from efforts growing directly out of the 
I echnical Working Group on Canada - United States 
Ilalance of Payments Statistics. The second resulted 
it urn the work of the United States - Canada Trade 
1atistics Committee. The third involved the synthesis 

both these thrusts. The fInal phase involved the 
01-going utilization of the results in current balance 

ot payments estimates. 

Phase I - The progress made under the Technical 
\Vrking Group is illustrated in Chart VU. As gaps or 
Lticiencies were identified, they were remedied by 

iiiproved methodology or in some cases by the conti-
tiling exchange of data for incorporation in both Cana-
han and United States sets of estimates. Since Canada 
ii already been exploiting to a greater extent than the 
titled States the use of partner country data, refine-
COtS of United States data as a result of the exercise 

rrided to he somewhat larger than in the case of Canada. 
\ an example, Canada had long obtained from United 
i.ttes sources estimates of pension receipts but had not 
ipplied to the United States figures for Canadian 

ilision payments to that country, an item for the 
iimation of which the United States had no firm 

i-isis. 

The two major improvements during this phase in 
direction of reconciliation were made in mid-1969 

rid were described in the Survey of Current Business3 
the following terms: 

"Merchandise exports... have been adjusted up-
wards back to 1946 by 
chages on shipments to Canada The Foreign 
Trade Statistics Regulations of the Census Bureau 
stipulate that inland freight and insurance charges 
should be included in the value of the merchandise 
reported on the Shipper's Export Declaration. A 
recent sample study of export shipments to Ca-
nada made by the Census Bureau revealed that for 
most of such shipments these charges were not 
properly reflected in the export values shown on 
the declarations. On the basis of information 
obtained from this study and from other sources, 
a factor was derived by which the reported values 
on exports to Canada were revised upward. 

"Merchandise imports... have been revised down-
ward back to 1965 to correct for anovervaluation 
of assembled vehicles imported from Canada under 
the provisions of the U.S. - Canadian Automotive 
Products Trade Act of 1965. Although the values 
of such vehicles imported from Canada are record-
ed in the Census Bureau trade statistics in accord-
ance with statutory requirements of the Bureau 
of Customs - that is, at the Canadian wholesale 

3 	tillil St:its fl&'p.irtiii-ttt H I omnierce. Survey of 
4i \1.iiton, 1969.  

(dealer's) price - these values overstate the actual 
transactions prices charged by the Canadian sub-
sidiaries (the exporters) to their U.S. parent 
organizations (the importers)." 

The identification of these particular problems 
had very substantial effects which are apparent in the 
chart. The two together led to reductions in the 
United States deficit on merchandise trade (adjusted to 
a balance of payments basis) which by 1968 reached 
U.S. $528 million. They shifted the United States 
perception of their current account position with Ca-
nada from a deficit to a surplus. The continuing impor-
tance of these two adjustments will be evident from the 
fact that for 1974 they together aggregated well over 
$ I billion. 

Although these efforts brought the previous esti-
mates of the balance on current account much closer 
together, there continued to be differences, some 
explainable, some not. Of those which were explainable, 
some were a matter of classification of particular transac-
tions within the bilateral balance of payments estimates 
for Canada and the United States. Others represented 
differences in geographic classification, notably the 
treatment by Canada of Puerto Rico and the United 
States Virgin Islands independently of the United States 
and the assignment of goods consigned to Canada from 
the United States but originating in Central or South 
America to the country of origin. But even when 
adjustments for these conceptual differences were made, 
there remained large differences in the current account 
which could not on the basis of information then avail-
able be explained. The reconciliation work carried out 
at an aggregative level by the Technical Working Group 
suggested that the problems centred largely around the 
measures of Canadian imports and United States exports 
of commodities. While the joint Canada - United States 
Committee of Senior Officials on the Balance of Pay-
ments urged the importance of resolving the problem, 
the massive volume of trade data to be reviewed and 
reconciled presented a formidable problem. 

Phase 2 - The fears which had led those concerned 
with the balance of payments in both countries to ini-
tiate attempts at reconciliation soon proved well 
founded. A time of reckoning came with the introduc-
tion in August 1971 by the United States of new severe 
measures to protect its balance of payments. The cir-
cumstances have been described by the then United 
States Ambassador to Canada. 4  

"I will never forget the confrontation between 
Secretary Connally and Minister Benson at the 
time of Prime Minister Trudeau's visit to 
Washington on December 6, 1971. They both 
discovered that they were talking about two 
entirely different sets of figures. . . . Incredible 

4 Adolf W. Schmidt, United States Ambassador to Canada. 
Never Friendlier or Never More Hostile? The Canadian Banker, 
No 4, 1973, Toronto, 1973. 
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as it seems, this situation had been going on for 
a number of years, but had only recently become 
in important factor in our imbalance of pay-

iflCflt S." 

I he aggregative adjustments of trade data arising 
frn the earlier work had been used only within the 
the context of balance of payments statistics. They were 
not apparent in the frequent and regular releases of 
trade data in either country, which were the subject 
if continuing controversy. Thus in 1971 users of these 
data for 1970 saw a Canadian trade surplus in United 
States statistics of U.S. $2 billion which was almost $1 
hillion larger than appeared to users of Canadian trade 
statistics. The adjusted balance of payments figures for 
merchandise trade at that time, although bad enough, 
were only U.S. $0.5 billion apart, and the measures of 
the current account balance as a whole were U.S. 
SO.8 billion apart. 

The situation is well illustrated in Chart VI. 2 
(which, however, extends the data to 1973 and also 
hows the reconciled estimate which was to emerge only 

later). From the developments of August 1971 came the 
impetus for a concerted effort by those responsible for 
trade statistics in the two countries. The centre of 
econciliation activity now shifted to the United 

Canada Trade Statistics Committee. 

\ massive confrontation of trade data ensued. The 
i I respect of 1970 was begun in December 1971, 

and completed within a year.5 Results of studies in 
respect of 1971 and 1972 were released in November 
1973. 6  While on-going assimilation of some results into 
hasic trade series was possible from the beginning of 
1B7, in the absence both of greater detail and of 

The Reconciliation of U.S. - Canada Trade Statistics, 
\ report by the U.S. - Canada Trade Statistics Committee 

ublislicd jointly by the United States Department of Commerce, 
Bureau of the Census, and by Statistics Canada. 

6 The Reconciliation of U.S. -Canada Trade Statistics: 
1971 and 1972. A report by the United States Department of 
(ommcrce, Bureau of the Census, and by Statistics Canada. 
Washington, D.C., December, 1973. Reports for latter years 
have been published year by year and quarterly reports have 
heen published since the fhst quarter 1975.  

information in respect of sub-annual periods, it was not 
possible at this stage to introduce the major adjustments 
which would have been necessary to put currently 
published figures on the same footing conceptually or in 
terms of measurement. It was noted that despite the 
insights into the data revealed by the work, most 
public attention continued to be focused on the balances 
as originally published. 

A comprehensive reconciliation for 1973 was 
completed and released in January 1975. 7  With release 
of the monthly trade data for April 1975, 8  estimated 
aggregates on a balance of payments basis (as described 
under series Al and BI) incorporating adjustments 
based on the reconciliation exercise were introduced. 
These are currently published by Statistics Canada in 
the Daiiy9 only, but may also be found in the Bank 
of Canada Review, and are available in CANSIM matrix 
number 30. 

The work of reconciliation is an on-going process. 
The balance of this section illustrates highlights of the 
findings for 1974 and no attempt is made to go in 
depth into the material covered in the reports them-
selves. 

The results of the work in respect of 1974 appear 
in Table VI.1. In interpreting them, it should be borne 
in mind that the basic trade figures published in the 
two countries employ conceptual frameworks which 
differ significantly from the concepts used to arrive at 
reconciled fInal figures. The framework used for the 
reconciliation was chosen as the most practicable ap-
proximation to balance of payments principles which 
could be applied consistently to trade flows. The choice 
of the conceptual framework significantly affected the 
level of the agreed measures. 

The adjustments shown in Table VI.l may be 
summarized roughly as follows: 

' Statistics Canada Information Release, January 20, 
1975. 

8 Statistics Canada Daily, May 23, 1975 (Catalogue 
11-OO1E). 

9 Statistics Canada Daily (Catalogue 1 1-00IE). 

Southward flow 
as published by 

jtistments  
United Canada 	States 

- 	 millions  

Northward flow 
as published by 

U Canada 	nited  States 
dollars 

I 'ta attributed to other types of transactions . . . . . . . . . . . . . 

Nan-receipt of documents, timing and valuation differences, and 
errors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
l'utal 	...............................  

+ 53 	+269 	+130 	 - 

-204 	- 69 	-320 	— 104 

+470 	-420 	- 415 	+1,306 
+ 319 	- 220 	-605 	+ 1.202 



Chart VI. 2 
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TABLE VI.!, Reconciliation of the Measures of the Trade Flows Between 
the United States and Canada in 1974 

Southward flow 	Northward flow 	Canadian surplus 
as published by 	as published by 	as published by 

Notes 

Adjustment to harmonize definitions of 
"merchandise trade transactions". 

Example of adjustments made to United 
States statistics for trade definition are 
deductions of natural gas shipments from 
Western to Eastern Canada through the 
United States and of grains shipped to 
Canadian storage warehouses pending trans-
shipment to overseas countries. 

Adjustments made to Canadian statistics in-
cluded deductions of import transactions 
of a temporary character and for tooling 
charges included in Canadian import and 
export figures for motor vehicles and parts. 

Apart from minor inconsistencies in pricing, 
adjustments reflect differences between 
the values established for customs duty and 
transactions values. 

Provides for inclusion of shipments for which 
statistical documents are not received. 

Deductions cover identifiable transportation 
charges included either to the port of exit 
or to the ultimate destination. (United 
States export figures are defined to include 
internal transportation charges.) The con-
ceptual framework to which the figures 
were reconciled called for valuation f.o.b. 
point of lading in the exporting country. 

Adjustment to harmonize time periods 
covered by published figures. 

Adjustment for processing or respondent 
errors discovered during the reconciliation 
program. 

Addition of trade with Puerto Rico to 
Canadian data for trade with the United 
States. 

Addition to United States imports of goods 
of third country origin re-exported from 
Canada to the United States. (United States 
import figures generally credit the country 
of origin.) 

Addition to Canadian figures of imports 
credited to a Central or South American 
country of origin but consigned to Canada 
from the United States. 

Item 

	

United 	 United 	 United Canada I Canada I I Canada 

	

States 	 States 	[ States 

millions of U.S. dollars 

	

Published totals .........21,743 I 22,282 	21,739 I 19,932 	4 I 	2,35( 

Adjustments 	 I 

Trade definition . . . . . . . . 	- 144 	+ 	6 	- 248 + 	14 

\ jlkl,ill.  ............... - 	20 	—751 	—404 
	

+ 	101 

\ 	 01 duuinints ... 	+ 300 
	

+ 1,345 

	

:i.!:..r...... -  60 	- 75 	- 	72 	- 	118 

	

lining .............+ 178 
	

+158 	—44 	+ 	6 

	

+ 10 
	+173 	+ 34 - 	55 

	

+53 
	 + 19 

	

+ 2 
	

+269 	+110 

I i.tI adjustments,,.., 	+319 I 	220 	—604 I + 1,20 

Reconciled totals 	 22,062 	 21,134 
	

928 

fiin.irc is rounded indcliondentIv. 
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Statistical problems, apart from those of classifi-
cation, are revealed to have contributed to a difference 
of U.S. $2,611 million in the basic bilateral trade meas-
ures of the two countries in 1974. 

Miffions of 
U.S. dollars 

Canadian trade surplus: 
As published in Canada ............4 
As published in United States . . . . . . . . 	2,350 
Difference ...................2,346 

Due to geographic classification....... —  346 
Due to transaction classification 81 
Due to non-receipt of documents, timing 

and valuation differences, and errors - . 	2,611 

Phase 3 - As the work of the Trade Statistics 
Committee became available, the balance of payments 
experts in the two countries again picked up their task 
of reconciling the current account balances. The impli-
cations of the new trade data for merchandise trade 
and other series as used in the balance of payments 
had to be determined, and the remaining problems 
resolved. The results in respect of 1970 were released 
by the Canadian and United States authorities on 
March 28, 1973, and in respect of 1971 and 1972 on 
March 7, 1974. 10  The reconciled data for 1973 were 
released on February 18, 1975, while the 1974 results 
appeared on July 23, 1975. 1 ' They are shown in Chart 
VI.3. A summary of data in respect of 1974 appears in 
Table VI.2. 

The results for 1974, established by the study, 
indicated a bilateral current account deficit for Canada 
of U.S. $1.7 billion. This compares with the Canadian 
published current account balance which indicated a 
Canadian deficit of U.S. $1.6 billion, and with the 
United States published data which indicated a United 
States surplus of U.S. $1.2 billion. 

in the Canadian data, the net reconciliation 
adjustment to 1974 receipts resulted in a rise of $315 
million, largely reflecting increases of $120 million 
to merchandise exports and $430 million to other 
services which more than offset a reduction of $230 
million in receipts for inland freight. Canadian pay-
ments rose $450 million, comprising net additions of 
$85 million to merchandise imports and $455 miffion 
to other services and a net reduction of $90 million to 
inland freight. 

For reconciliation purposes, the principal adjust-
ments to 1974 published data for United States balance 
of payments transactions with Canada were as follows: 

10 Reproduced in The Canadian Balance of International 
Payments, 1972 (Catalogue 67-201). 

II Reproduced in The Canadian Balance of International 
l( it 1:5aL (

7 a1  

United States receipts were increased $925 million as a 
result of net additions of $770 million to services, and 
$165 million to unilateral transfers, and a net reduction 
of $10 million to merchandise exports (including freight 
charges in the United States and non-monetary gold). 
United States payments were increased $490 million, 
reflecting net additions of $330 million to services, 
$155 million to unilateral transfers, and $5 miffion to 
merchandise imports. (A net addition of $305 million 
in non-monetary gold and other goods more than off. 
set a net reduction of $300 million in freight charges in 
Canada.) 

It should be emphasized that these reconciliation 
adjustments reflect large classification changes to put the 
data on a common basis as well as measurement errors. 

Phase 4 With completion of the comprehensive 
reconciliations for 1973, it became possible to incorpo-
rate on an on-going basis within Canadian balance of 
payments estimates the relevant changes. This work was 
first reflected in publications in mid-1975 12  with series 
extended back to 1971. Some were conceptual, some 
involved measurement, and some reflected changes in 
area allocations. The more important changes have been 
referred to elsewhere in this volume. 

Thus the situation in respect of current account 
statistics, which had attracted serious attention for a 
decade, has been substantially remedied. 

Capital Account 
While woiL on tine l'ec2)niCnllat non ol dai a loi 

movements of capital between Canada and the United 
States has not yet reached the stage where agreed figures 
have been produced, a considerable amount of progress 
has been made. Differences within individual items 
which are not yet explainable are in some cases relativj\ 
large, but undoubtedly reflect, in part at least, unideini 
fled differences in classification which are offsetl ci 
within the capital account as a whole. 

Taking capital movements ci a! t 	(iiludi:ie 
official monetary movements), unexplained differences 
in the years 1965 through 1972, as computed at the 
time of writing, averaged about $625 million. The 
extremes occurred in 1969, when Canadian data in 
relation to United States data showed an unexplained 
excess of $200 million of inflows from the United 
States, and in 1972 when a difference of about $1,600 
million in the opposite direction was indicated. These 
startling differences appear, however, to be largely 
a reflection of the larger problem of errors and omissions 
in the balance of payments estimates as a whole. As 
described under series D82 in Part III, the balance of 
the errors and omissions between Canada and all coun-
tries has by convention been shown in Canada with 

12 Quarterl-e Estimates of the Canadian Balance f 
2/ ' 1 mt 	 IC t 04arwr / - 	t u 61iii 
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Chart VI. 3 

Canada-United States Current Account Measures, 1968-1974 

(billions of United States dollars) 
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Southbound (Canadian receipts) 

Goods and services 	.................... 25.3 

21.4 Trade series (customs basis) ............. 
Balance of payments adjustments.......... 0.3 

Merchandise exports, balance of payments basis 
21.6 

Non-monetary gold .................. 

6  
Inland freight 	......................... 
Other services 	..................... 

Unilateral transfers .................... 0.3 

Total 	......................... 25.5 

25.8 

21.9 
0.3 

22.1 

+ 0.3 
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+0.3 	26.4 
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+0.1 	
21.1 

+0.4 { 
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+0.2 
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0.2 
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TABLE V1.2. Summary of Reconciled Data on Current Account Transactions 
Between Canada and the United States, 1974 

Canada 	
Reconciled 

data 	

United States 

Reconciliation 	 Reconciliation I Published Published data 	I adjustments 	 adjustments I 	data 

of U.S. dollars 
Cdn. dollars 

Northbound (Canadian payments) 

Goods and services 	.................... 26.9 

Trade series (customs basis) ............. 21.4 
Balance of payments adjustments .......... - 0.7 

Merchandise imports, balance of payments basis 20.6 
Non-monetary gold .................. 
Inland freight 	....................... 

6 3 
Other services ...................... J 

Unilateral transfers ....................0,2 

Total 	......................... 27.1 

Southbound balances 

	

Trade series (customs basis) ..............- 	- 	+ 1.0 	+ 0.9 	- 1.4 	+ 2.3 

Merchandise balance of payments basis (including 

	

non-monetary gold) ................. 1.0 	1.0 	+0.1 	+ 1.1 	+0.2 	
-13 

	

Services ..........................- 2.7 	- 2.7 	- 0.2 	- 2.9 	- 0.7 

	

Unilateral transfers ....................0.1 	0.1 	-- 	+0.1 	- 	0.1 

	

Current account 2  .................- 1.5 	- 1.6 	-0.1 	- 1.7 	-0.4 J 	- 1.2 

Net balance only published. 
2 Canadian deficit/United States surplus -, Canadian surplus/United States deficit +. 

Note: Detail may not add to total because of rounding. Table based on published reports on the reconcilitation of Canadian and 
United States trade and balance of payments statistics. See accompanying text. 
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capital movements to and from the United States.• In 
the United States on the other hand, errors and omis-
sions are reflecte&jth multilateral settlements and are 
not considered explicitly in bilateral estimateii?il 
errors and omissions item is removed from (anadian 
series for transactions with the United States, the 
unexplained difference in the totals of capital account 
transactions from 1965 through 1972 falls to an average 
Of about $75 million. The range is also greatly reduced, 
tailing between somewhat over $400 million of Canadian 
icceipts apparently not reflected in United States data 
in the year 1969 and about $600 miffion in the opposite 
direction in 1970; the proximity of these extremes may 
indicate a timing difficulty. Parenthetically it may be 
toted these results might be taken as some support for 

a view that the errors and omissions balance in Canadian 
estimates does not relate to transactions with the United 
States.1 3 The fmancial relationships existing between 
(anada and the United States are, however, extensive 
and pervasive. In the balance of payments estimates of 
each country there exist large balances of errors and 
omissions. The relatively close approximation at the 
igregative level of the recorded data for capital flows 
'etween the two countries cannot confidently be used 
is evidence of the validation of both estimates, or the 
conclusion that in each case problems of errors and 
iiins he with other countries. 

I ic remainder of this note is devoted to a descrip-
tion ol the differences within the principal items of 
e.liich a summary of the data for 1972 is provided in 
lable Vl.3. While a number of causes have been identi-
ied, not all of them have been quantifIed. The explana-
ions may accordingly apply to identified differences 
elated to classification or data uses, or to the Un-

explained balance. 

1)irect investment - The basic deimitions of direct 
ilvoni, it used in the two countries are similar but the 
itited States series is somewhat broader in concept 

than the Canadian. in terms of United States direct 
investment in Canada, the United States statistics are 
cenerally intended to cover all investment by United 
States residents in controlled companies, while the 
(anadian statistics cover only transactions of a long-term 
character with principal owners. Among the mcre 
important factors contributing to differences in the 
iwo sets of statistics are the following: 

Sues of new issues of securities of United States- 
iitrolled companies in Canada to unrelated United 

Suites residents are considered in the United States- --
titistics as direct investment, but in the Canadian 
itistics as new security issues and hencas port-

olin investment. A similar difference occurs in the 
c of retirements. 

Since  the available reconciled data for the current 
id the effect of increasing rather than reducing the 

.1 omissions balance in the Canadian estimates as a 
Ic\ 	r VI 	cii iii iii  

- In the United States statistics, tivables, payables, 
and other short-term items between United States-
controlled companies inCanada Sand their parent 
companies are included in direct investment. In the 
Canadian series they are included in direct investment 
only if they are likely to remain outstanding for more 
than one year; otherwise they are includedjitlisl1Drt,_-
term capital. 

- There are undoubtedly some instances in which the 
character of ownership of specific companies (for 
example, whether or not they are non-resident con-
trolled) is regarded differently in the balance of pay-
ments presentations of the two countries, in addition 
there are probably some differences in treatment in 
practice of transactions relating to secondary foreign 
organizations, such as overseas subsidiaries of 
Canadian subsidiaries of United States corporations. 

- In the Canadian statistics transfers of capital in 
connection with the operations in Canada of United 
States insurance companies and United States-con-
trolled fmance companies usually appear in "other 
long-term capital movements" or in some instances in 
short-term capital movements. In the United States 
statistics such transfers are usually included with 
direct investment. 

- In both countries the usual treatment of profits and 
losses of unincorporated Canadian branches of United 
States companies is to show anincrease or induction 
in the value of the direct investment in the Canadian 
branches and an increase or reduction in investment 
income. In the case of profits and losses on branch 
operations of United States petroleum companies, 
however, the treatment is different. In the United 
States statistics these are treated like any other 
branch operations. In the Canadian statistics, on the 
other hand, profit and loss entries were not permitted 
to affect the figures until the individual companies 
reached an accumulated profit position. (This treat-
ment was based on the view that the losses arose 
largely from amortization and other write-offs for 
tax considerations in the United States of which 
only limited counterparts were found in the financial 
statements of Canadian corporations.) 

Similar considerations apply to the respective 
United States and Canadian series for Canadian direct 
investment in the United States. 

Comparing series for direct investment in Canada, 
the Canadian data for the eight years 1965 through 1972 
have, with a single exception, shown net receipts not 
identified anywhere in United States data. Over the 
period unexplained differences have averaged about $80 
million. In the case of Canadian direct investment in 
the United States, Canadian data show inexplicably 
larger capital outflows from Canada in all but one of 
the cielut vials a\eranine :ihoiit S4 iii!hisiit. 
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TABLE VI.3. Summary of Data on Capital Account Transactions 
Between Canada and the United States, 1972 

Published data 	 Due to 

Differences 

	

Canada 	United Statesl 	 Classjflcations 	Data 	Unexplained 

billions of Cdn. or U.S. dollars 

	

Current account . . . . . . . . . . . . . . . . . . . . 	- 0.4 0.4 

Capital movements: 

Direct investment: 

United States direct investment in Canada. 	 0.6 	 0.4 	0.2 	0.2 

	

Canadian direct investment abroad ........- 0.1 	- 0.1 	 - 

Portfolio security transactions: 

	

Canadian securities ................ 0.5 	 0.7 	+ 0.2 

	

United States securities ..............0.3 	 - 0.3 

	

Other long-term capital ...............0.1 	 0 . 33 I 	+ 0.2 	- o. 

	

Total capital movements in long-term forms 	1.3 	 1.2 	- 0.1 	 0.1 

Canadian short-term liabilities 	 0.4 	+ 0.3 	 - 0.4 

	

Canadian short-term assets . . . . . . . . . . . . 	- 0.14 	0.6 3 	0.5 	- 0.1 

Canadian balance of errors and omissions with 
all countries .....................- 1.6  

	

Total capital movementsin short-term forms 	- 1.6 	-0.2 	+ 1.4 	- 0.1 	- 0.3 

	

Total capital movements ............- 0.4 	 1.0 	+ 1.3 	 - 	- 0.3 

Multilateral settlements ................0.8 

- 1.4 	- 2.2 	 0.2 

United States balance of errors and omissions 
with Canada ......................... 

I Canadian conventions, i.e., + sign represents net capita' 	 Ii 
2 Prior to reconciliation of current account. 
3 Selected to correspond to definition 	ii 	 C 
4 Includes official monetary niovemer, 

0.4 + 0.8 0.1 
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Security transactions - Agam the basic concepts 
employed in the two countries are similar but the treat-
ments of some specific types of transactions are dif-
ferent. The problem of drawing the line between direct 
investment and new issues of securities has been men-
tioned above. 

In Canada, information on new issues of Canadian 
securities sold to non-residents and payable in Canadian 
dollars as well as those payable in United States dollars 
is obtained on a current basis from investment dealers, 
chartered banks, various other confidential and public 
sources, on a less frequent basis from insurance com-
panies, published portfolios, and after some time from 
many reporting debtors. Information on trade in out-
standing securities is obtained on a monthly basis from 
investment dealers (including foreign investment houses 
operating in Canada), chartered banks, members of the 
stock exchanges, and some investment funds and institu-
tions. Estimates of retirements of non-resident holdings 
of Canadian securities are based on information available 
on the geographical distribution at the time of the 
original sale of each security adjusted by an estimate 
of trade in the outstanding issue during its lifetime. The 
Canadian statistics may miss some private sales of 
securities which are placed directly with United States 
investors by Canadian borrowers without the services 
of investment dealers operating in Canada. The Canadian 
statistics pick up only some of the transactions in out-
standing securities which are handled for Canadian 
residents by United States dealers not operating in 
Canada. 

The United States Treasury collects information 
from United States banks, brokers and dealers on 
purchases and sales of long-term securities by foreigners. 
These reports cover transactions in outstanding issues, 
new issues and redemptions. Data on new issues of 
securities are estimated independently from information 
obtained from the Securities Exchange Commission and 
from the market. Estimates of retirements of United 
States resident holdings of foreign securities are based 
on the distribution of securities at time of issue. Trade 
in outstanding securities is a residual series obtained by 
deducting new issues and retirements from total pur-
chases and sales and making some further adjustments 
for official transactions shown elsewhere. There may be 
some difficulty in identifying purchases by United 
States residents of new issues of Canadian securities 
denominated in Canadian dollars; such purchases there-
fore may be included with trade in outstanding issues. 
There seems to be one fairly important omission in the 
United States coverage of securities transactions: no 
information is received on the sales and purchases of 
securities handled directly by Canadian brokers and 
dealers for United States residents. 

The Canadian statistics on security transactions 
are collected in considerable detail. Separate data are 
obtained for transactions in Government of Canada  

securities, both direct and guaranteed, provincial both 
direct and guaranteed, municipal, railway and other 
Canadian bonds and stocks, United States bonds and 
stocks, United Kingdom bonds and stocks, and other 
foreign bonds and stocks. The United States authorities 
collect data on trade in securities under five headings: 
United States Government bonds and notes, other 
United States bonds, United States corporate stocks, 
foreign bonds, and foreign stocks. From these statistics 
it is not possible to segregate trade with Canadian 
residents in Canadian bonds and stocks from total 
trade with Canadian residents in all non-United States 
bonds and stocks. 

Two major types of security transactions have 
been treated differently in the two Sets of statistics. 
In the Canadian statistics foreign branches and agencies 
of Canadian life insurance companies are treated as 
non-residents, and Canadian branches and agencies of 
foreign life insurance companies are treated as residents. 
In the United States statistics the definitions of residents 
and non-residents are understood to be comparable, 
but in practice it is very difficult to identify security 
transactions of United States branches of Canadian life 
insurance companies. As a consequence the transactions 
of these branches may be included with those of their 
Canadian home offices and treated as trade with non-
residents. There would be no comparable entry in the 
Canadian statistics. 

There was also a difference from 1954 through 
1964 in the treatment of some Canadian incorporated 
investment funds which were set up by United States 
interests to purchase Canadian and other foreign securi-
ties. In the Canadian statistics these funds were treated 
as residents of the United States. When they issued or 
redeemed shares there was no entry in the Canadian 
balance of payments, but when they purchased Cana-
dian securities in Canada the transactions were recorded 
as non-resident purchases of securities. In the United 
States statistics, on the other hand, these funds were 
treated as residents of Canada. When they issued shares 
to United States residents this transaction was included 
with sales of securities by foreigners, but when the fund 
then bought Canadian securities no entry was made in 
the United States balance of payments statistics. If a 
fund dealt only in Canadian securities the difference in 
the statistical treatment in the two countries was mainly 
one of timing, apart from the inclusion in the Canadian 
statistics of purchases of securities financed through the 
retention of investment income and capital profits. If 
a fund sold some of its Canadian security holdings to 
Canadian residents and bought European securities 
from European residents the Canadian statistics showed 
a capital outflow while the United States statistics 
recorded no capital movement.! 4 

14 A further description of these United States "Income 
Accumulating Funds" will be found under series D30 through 
D33 in Part III. 
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In the case of series covering transactions in 
portfolio Canadian securities, Canadian data in all but 
one of the eight years show net receipts below the 
payments reflected in United States data, the average 
short-fall being about $100 million. Of this almost half 
appears to relate to the retirement of maturing Canadian 
securities, measurement of which from the United States 
side probably presents particular difficulties. In the case 
of non-Canadian securities the discrepancy is in the 
opposite direction. From 1965 through 1967 Canadian 
data appeared to reflect payments to the United States 
which were not identifiable as receipts there, but a 
marked change occurred in 1968 and subsequent years 
through 1972 when Canadian data showed substantial 
receipts which could not be identified as payments from 
the United States side. On average these amounted to 
about $110 million per annum. 

Comparisons of gross transactions reported in the 
two countries have been made in respect of 1971 and 
1972. The United States data reflect much larger 
volumes of sales and purchases of Canadian stocks than 
do Canadian data, and this is also true for Canadian 
sales of bonds and debentures. (This is rather surprising 
as the hypothesis might be advanced that Canadian data 
should be more comprehensive in the case of Canadian 
securities and United States data more comprehensive 
in the case of United States securities because of in-
complete coverage of the direct dealing in foreign 
markets of some investors.) On the other hand Canadian 
repurchases of Canadian bonds and debentures, as seen 
from Canada, are larger than as seen from the United 
States. As noted earlier, maturities of Canadian securities 
seem to be more complete in Canadian than in United 
States data. 

Canadian series for trading in United States stocks, 
again rather surprisingly, show substantially higher 
volumes of transactions than are reported in the United 
States. The reverse is the case in respect of United States 
non-governmental bonds, where United States data 
reveal volumes of trading several times those recorded 
in Canada. The amounts involved are so large as to raise 
questions as to whether they are not related to the 
problem of insurance company classification mentioned 
earlier. 

Other long-term capital movements - Canadian 
statistics have included such items as long-term bank 
loans, mortgage loans, stretch-out payments under 
uranium contracts, and transfers of funds by insurance 
companies. It is understood that transfers of funds by  

insurance companies are recorded as direct investment 
flows in the United States statistics. Canadian data for 
1967, 1968, and 1973 include flood control payments 
under the Columbia River Treaty, which are treated as 
current payments by the United States (see description 
under series D48 in Part III). On the other hand progress 
payments on certain types of major capital equipment 
are treated as current account transactions by Canada 
but as capital in the United States. 

In five out of the eight years the unexplained 
differences in respect of this group of transactions 
indicated net payments by Canada which were not 
identifiable in United States receipts. The average for all 
eight years amounted to about $105 million. 

Summary of capital movements in long-term 
forms - If transactions in long-term capital are con-
sidered in total, problems of drawing lines within or 
between the direct, porfolio, and other long-term 
capital categories disappear. Because of the offsetting 
nature of the discrepancies in respect of the groups 
of transactions described above, the net unexplained 
discrepancy tends to be relatively small. Canada's 
average net receipts from transactions in long-term 
forms fell about $65 million below the indicated 
payments by residents of the United States. This 
situation was prevalent in six of the eight years but 
in the atypical years the amounts involved were quite 
substantial. 

Capital movements in short-term forms - Com-
parisons of measures of capital movements in short-
term forms are complicated by the different treatments 
of errors and omissions noted earlier.• In all but one of 
the eight years examined, the unexplained balances 
implied net payments by Canada which were not identi-
fiable in United States data, and in the other year the 
balance was in fact negligible. The annual average 
approached $600 million. When, however, the balance 
of errors and omissions is omitted from the Canadian 
data, there were four years in which the Canadian 
unexplained balance was positive and four in which 
it was negative. The net balance over the eight years 
averaged less than $15 million. It has already been 
noted that there is no way of ascertaining at this stage 
whether the improvement achieved by disregarding 
the errors and omissions in Canada's estimates means 
that they are not appropriate to the United States 
account or that they have a counterpart in United 
States source estimates. 

Analytic Balances (with Special Emphasis on the "Basic Balance") 

The search for useful analytical measures within 
the structure of the balance of payments has been the 
subject of much attention and debate. 1  5 

15  A partial list of references appeais at the close of this 
section. 

The literature is replete with references to balances 
of many sorts - overall balances, reserve movements 
balances, extraordinary financing balances, liquidity 
balances, autonomous and compensating transactions 
balances, balances on regular types of transactions, and 
official settlements balances, to name a few. 
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The subject received considerable attention from 
the Review Committee for Balance of Payments Statis-
tics (the Bernstein Committee) which reported to the 
United States Bureau of the Budget in April 1965.16 
In its report the Committee indicated that most users 
of balance of payments statistics who were canvassed 
offered suggestions about the concept and measurement 
of surpluses and deficits. Many asked for a simple, clear, 
straightforward definition of the balance of payments 
deficit. As one financial writer put it to the Committee: 
"All I want is one number, with no ifs, but's, or 
maybe's." 

The Committee's response is well worth repeating. 
To those who yearn for simplicity, our main answer 
must be a disappointing one. N&single number can 
adeqtely describe the international positionoT-ffe-
United States during any given period. The definition 
of an international surplus or deficit isiinartir 
problem rather than an accounting problem: 'l'he 
appropriate focusof analysis will change with changing 
circumstances and with the nature of the particular 
problem being analyzed. Data must therefore be 
compiled and presented in a form that facilitates 
a wide variety of analyses. Furthermore, useful anal. 
ysis of the international position is rarely possible on 
the basis of balance of payments data alone; internal 
de.yelopnients and policy objectives here and abroad 
need also to be taken into account. 

The Committee's comment, although placed in the 
context of the international position of the United 
States, is no less valid in application to other countries. 

Although such measures have not been widely 
used in Canada, and are not featured in official publi-
cations, this note examines the application of the 
concept of the "basic" balance to the Canadian situa-
tion, and provides incidentally a sampling of some of the 
special transactions which might be taken into considera-
tion in the construction of such a series. 

The basic balance has recently been described by 
the International Monetary Fund in the following 
terms: 

Roughly defined as the balance of current and long. 
term capital transactions.. the basic balance is intended 
to measureJpnger-term tendii?is In the balance of 
payments and showa - balance that has not been 
distorted by fluctuating, easily reversible, or spe.cjila. 
tive factors.1 7 

16 Review Committee for Balance of Payments Statistics 
(Report to the Bureau of the Budget). The Balance of Payments 
Statistics of the United States - A Review and Appraisal. 
Washington, 1965. 

17 Glossary: Terms used in Balance of Payments Analysis 
(Part 1), IME Survey, November 12, 1973. A more detailed 
description appears in paragraphs 161 through 164 of the Fourth 
Edition of the IMF Balance of Payments Manual, published in 
1977, subsequent to the writing of this section. 

The concept of the basic balance or balance on 
bJc transactionswas first adopted by the United 

--States Department of Commerce in its seminal study 
The United States in the World Economy. 18  It included 
all current transactions and long-term capital move-
merits, and excluded all short-term capital movements, 
errors and omissions, and ld movements ;  

In its review of a variety of concepts the Bernstein 
Committee observed 19  that many economic analysts 
find it helpful to consider certain classes of international 
transactions as "basic" and to strike a balance on these 
transactions to indicate the overall payments position. 
Balances of this type have been calculated for many 
countries and have appeared in many statistical presen-
tations. 

The Committee recorded as advantages claimed 
for a balance on "basic" transactions the following: 

- it separates transactions that show long-term 
changes from those that do not; 

- it separates transactions that are fairly stable in the 
short run from those that are volatile and possibly 
erratic; 

- it separates transactions that respond to broad eco-
nomic forces from those that are either sensitive to 
short-run changes in credit conditions and in expec-
tations or else respond more or less passively to the 
balance on all other transactions. 

The Committee recognized the importance of ana-
lytical distinctions between erratic - movements and 
trends, and between responses to transitory circum-
ifiis and responses to broad and pervasive economic_ 
1ces that change only slowly. But it concluded that 
these analytical distinctions were matters of degree, not 
kind, and more important, they could not be made on 
the basis of standard statistical categories, at least for 
the United States. 

They noted that there had been persistent trends 
in short-term private capital movements as well as in 
so-called "basic" transactions, and there had often 
been large transitory elements in merchandise trade, 
in other current transactions and in long-term port-
folio investments as well as in movements of short-term 
private capital. 

The statistical separation of short-term from_ 
long-term capital itself is imperfect and in the 
Committee's view of limited analytical significance. 
Large flows of short-term capital lurk within direct 

18 United States Department of Commerce. The United 
States in the World Economy. Washington, 1943. 

19 Review Committee for Balance of Payments Statis-
tics (Report to the Bureau of the Budget). The Balance of 
Payments Statistics of the United States - A Review and Ap-
praisal. Washington, 1965. 
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investments and transactions in long-term securities, 
while credits that are nominally short term may be 
repeatedly renewed.20  

Movements of certain types of short-term capital 
are often closely related to merchandise trade and to 
other "basic" transactions which they finance, so that 
it cannot be said that the two_generally respond to 
different sets of forces. - 

Finally, the Committee noted the difficulties 
caused in this type of classification by the existence 
of major balances of errors and omissions. 

In the light of all these complexities, the Com-
mittee concluded that the balance on "basic" trans-
actions computed in any standard way is unlikely 
to provide an analytically useful summary indicator 
of the overall position, although specialists may 
find it a helpful partial balance in particular contexts. 
It implies sharper analytical distinctions between, 
and greater independence among, particular categories 
of transactions than exist in the real world. While the 
primary task of balance of payments analysts is to 
form judgements about the way in which the underlying 
situation is developing, these judgements are not greatly 
facilitated in practice by the use of the balance on 
"basic" transactions. 

HØst-Madsen noted2  I that in the International 
Monetary Fund's analysis of developments in world 
payments, a partial balance is frequently drawn under 
the name of "basic balance". 

"In this context the basic balance usually covers 
current and long-term capital transactions, from 
which certain transactions may be eliminated on 
an ad hoc basis. But it is often difficult, as a 
practical matter, to know which items to elimi-
nate, and we cannot go very far in that direction 
without making the analysis cumbersome. 

"Another difficulty with this approach is that 
even the items excluded from the basic balance 
may have a long-term trend which must be taken 
into account in the ultimate appraisal of the 
balance of payments . . . . In spite of the inherent 
difficulties of this approach, a balance of the more 
basic transactions will often be illuminating. Many 
of the differences of view as to how surplus or 

20 It may be noted that in contTast to United States 
measures of long-term flows, Canadian data exclude from direct 
investment amounts intended or likely to remain outstanding 
for one year or less from the date incurred, and include with 
long-term credits balances intended or likely to remain out-
standing for more than one year. But, of course, no such sub-
division is possible in respect of transactions in long-term 
securities by portfolio investors. 

21 Poul Hst-Madsen. Balance of Payments: Its Meaning 
and Uses IMF Pamphlet series No. 9, 1967. See also: Asyin-
metrics lie/wren Balance of Pam'mnenrs Surpluses and De/wits. 

deficit should be defined have to do with the 
failure to distinguish clearly between a balance of 
the more basic transactions and the ultimate 
balance that should be in equilibrium over the long 
run." 

Kindleberger,22  on the other hand, rejects the 
basic concept as misleading when applied to the United 
States since it fails to take account of international 
financial intermediation between closely joined capital 
markets. 

When a revised presentation of the United States 
balance of payments was introduced in 197123 it 
was emphasized that no single balance could adequately 
represent the underlying balance of payments position 
of the United States. The presentation of a spectrum of 
balances would permit a more accurate description of 
the evolving pressures on the dollar and of developments 
in the United States payments position. oranalyticaj_ 
purposes trends in the balances were quite often more 
significant than their levels. . - - -_ 

The new presentation provided for three groups of 
balances. The second of these groups covered the two 
central balances - the balance on current account and 
long-term capital, and the net liquidity balance. •The 
latter is the sum of the balance on current account 
and long-term capital, plus_flows of hort-term non-
liquid private capita], allocations of SDRs, and errors 
and omissions. It is financ'dIhanges in liquid claims 
and1ihilities. ,- 

The United States experts recognized that there 
were some special financial transactions (other than 
changes in non-liquid liabilities to foreign official 
agencies, which were taken into account), which might 
legitimately be allowed to affect the balance on current 
account and long-term capital. For others the situation 
was more equivocal. However, the conclusion was 
reached that, because of data inadequacies and con-
ceptual ambiguities, there is no systematic way of 
organizing the accounts to isolate the influence of these 
transactions. 

They recorded a number of the deficiencies of 
the balance on current account and long-term capital. 
Nevertheless, given the need for indicators of under-
lying trends, it was concluded that a combination of 
this balance and the net liquidity balance, particularly 
when they move together, are the best available, 
although neither is of a theoretical or statistical quality 
sufficient to carry the weight of being the balance of 
payments, nor is there a presumption that either 
should be zero. 

22 Charles P. Kindleberger. Measuring Equilibrium in the 
Balance of Payments. Journal of Political Economy, November - 
December 1969. 

23 David T. Dcvljn. The U.S. Balance of Payments: 
Rei'i.ved Presentation. Su rvcv of ('urrent Bnsjncc, .lunc 1971 

SL:t, 	l)c,ntriwii 	( 	niiner, 	\Iiiiici,n 	i)1 
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While the series achieved some measure of official 
recognition, albeit with reservations, it continued to 
attract severe criticism from some experts, e.g., Edward 
\I. Bernstein, the Chairman of the Review Committee, 
who expressed criticism in his article, Fifty Years of U.S. 
Ba/mice of Payments Statistics. 24 

In 1976 an Advisory Committee on the Presenta-
tioll of (United States) Balance of Payments Statistics 
concluded that recent developments and difficulties had 
combined to reduce the economic significance of three 
major overall balances (including the balance on current 
iccount and long-term capital) then being published. 
It recommended publication, as memorandum items, 
cf the balance on goods and services, the current ac-

count, and separate data for transactions in United 
states official reserve assets and in foreign official 
assets in the United States (without striking a net 

of the two).25  

\ic inter-agency Committee on Balance of Pay- 
I Rib aatistics agreed with all of the recommendations 
except deletion of the merchandise trade balance and 
the balance on goods, services and remittances. The 
Office of Management and the Budget accepted the 
acommendation that these two partial balances should 

lie published as memorandum items, in addition to 
hose items recommended by the Advisory 

lb ICC.26  

P ssibly these changes can be seen as confirming 
Is of the 1965 Committee that "the appropriate 

:ocus of analysis will change with changing circum- 
Ianccs and with the nature of the particular problem 

.cialyzed".27  

'is approach is followed by the Fourth Edition 
International Monetary Fund's Balance of Pay- 

cents Manual which states that, "no statistical measure 
cf payments balance can be used as a substitute for 
.ualitative appraisal in examining the state of an econo- 
icy's balance of payments, although several balances 
Liken in combination can certainly be helpful in con- 
'eying a summary impression of the main elements". 28  

We turn now to a presentation of specific Cana- 
han data. The first panel of Chart Vl.4 shows the 
current account balance and the balance of capital 
transactions in long.term forms from 1926 and 1927 
cspectivcly to 1974. 

Idward M. Bernstein, Fifty Years of U.S. Balance of 
Statistics. Survey of Current Business, July 1971. 

II, Anniversary Issue, The Economic Accounts of the 
tilted States: Retrospect and Prospect) United States Depart-

cent of Commerce. 
25 Report of the Advisory Committee on the Presen-

ition of Balance of Payments Statistics. Surrcey of Current 
/?uginess, June 1976, United States Department of Commerce, 

1976. 
Ibid. 
Op. cit.. p. 18. 
I MI- Rala,u'c' of Pavnu'ntv Manual, Fncirfh Fditinn. 

In examining the results it is necessary to keep 
in mind some of the special situations which influenced 
them. From the fall of 1939 until nearly the end of 
1951 foreign 
exchange value of the Canadian dollar 110ate Erom the 
fall of 1950 until mid-1962 and again from mid-1970. 

The wartime years were affected not only by the 
existence of controls, but also by special wartime 
financial arrangements particularly between Canada 
and the United States and Canada and the United 
Kingdom. 

The arrangements worked out under the Hyde 
Park Declaration of April 1941 led to the production 
in Canada of certain kinds of munitions, strategic 
materials, aluminum and ships required by the United 
States. This assisted indirectly in solving the exchange 
problem which Canada faced arising from enormous 
purchases of war supplies and other goods in the 
United States.29 (It may be noted that in February 
1918 a similar principle had been accepted in connec-
tion with the war of 1914- 18) 30  

The basic balance with the United Kingdom was, 
of course, entirely an administrative outcome as various 
intergovernmental arrangements came into play to pro-
vide the Canadian dollar financing required by its allies 
in the prosecution of the war. The current account 
balance was determined by the supply and demand 
conditions of highly organized war economies. Official 
financing arranged to meet it took a succession of forms. 
Repatriation by the authorities from the United 
Kingdom of Canadian securities was prominent from 
the early days of the war until 1942. During 1940 and 
1941 there was a substantial accumulation by the Cana-
dian authorities of sterling; much of this was converted 
into an interest-free Canadian dollar loan in 1942. Subs-
tantial official contributions began with a gift of $1 
billion to the United Kingdom in 1942 followed by 
mutual aid to meet the sterling area's net deficiency 
of Canadian dollars. 3 ' With only one exception of 
significance this financing appeared either in the current 
account or as capital transactions in long-term forms. 
This exception, covering the accumulation in 1940 and 
1941 of sterling, a capital transaction in a short-term 
form, and its subsequent conversion in 1942 into a 
long-term loan, stands out noticeably in the Chart Vl.4. 

29 For a description of the Hyde Park Declaration see: 
Robert W. Reford. Merchant of Death? Behind the Headlines, 
October 1968. Canadian Institute of International Affairs, 
Toronto. 

Jon B. McLin. Canada's Changing Defence Policy, 
1957-63, p.  173. Johns Hopkins Press, Baltimore, 1967. 

J.W. Pickersgill. The Mackenzie King Record, Vol. 1, 
1939- 44, pp.  180- 204. University of Toronto Press, Toronto, 
1960. 

30 Robert Laird Borden: His Memoirs, p. 772. The Mac-
Millan Company of Canada Limited, Toronto, 1938. 

31 For a more detailed analysis of official transactions 
dtir ii 	111 	Tic ci 	1 ihh ,  \\ III  ir I' 	( / 	ft laru 
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In the refinement of a series for the basic balance it 
could be argued that all the special financing should 
logically be excluded. But this would be a facile treat-
ment indeed, for the transactions which were financed 
by them were equally special. This is an extreme 
illustration of the difficulties faced in practice in refining 
the concept of a basic balance. Given the pervasive 
special considerations of the wartime period one might 
well draw the conclusion that the basic balance during 
this period was largely irrelevant. 

In the early postwar years there were similar 
major programs whose objectives included the viability 
of the international payments system, and which conse-
quently are not evident in the ex post facto balance 

Year 	 Transaction 1  

on current and long-term capital transactions. Loans 
in unprecedented amounts to Britain and overseas 
countries served to provide financing for their current 
account deficits. And underpinning the whole of the 
international economic environment in the years which 
followed was the massive European Recovery Program 
financed by the United States under the Marshall 
Plan. 

While recognizing such special and pervasive 
factors, it may be helpful to identify some of the other 
special transactions in the postwar period which it 
might be desirable to abstract as abnormal elements 
from the balance of current and long-term capital 
transactions: 

Impact on balance on current 
account and capital transactions 

in long-term forms 

millions of dollars 
1948 	Government of Canada new issue sold in the United 

States to refinance drawings made from the Export-
Import Bank earlier in the year to replenish official 
holdings of United States dollars ................. 150 

1949 	Government of Canada new issue of $99 million sold in 
the United States for refunding in 1949 and 1950; short-
term capital outflow representing year-end balance held 
in loan proceeds account against 1950 retirements 18 

1950 	Application of loan proceeds account to retirements 	 - 18 

1956 	United Kingdom loan of 1946 - Interest due to Canada 
deferred by United Kingdom . . . . . . . . . . . . . . . . . . . 	 - 22 

1957 	United Kingdom loan of 1946 - Interest and principal 
payments due to Canada deferred by United Kingdom 	 - 38 

1962 	Accelerated repayments by France and the Nether- 
lands on loans made by Canada under the Export Credits 
Insurance Act 	............................. 92 

1962 	Government of Canada new issue sold in the United States 
to replenish official holdings of United States dollars 
(1962 delivery) 	............................ 134 

1963 	Government of Canada new issue sold in the United 
States in 1962 to replenish official holdings of United 
States dollars (1963 delivery) ................... 135 

1963 - 	Principal payments on loans to France and the Nether- 
1969 	lands prepaid 1962 . . . . . . . . . . . . . . . . . . . . . . . . . . 	 - 13 annually 

1964 	Minister of Finance requested provincial governments 
to limit use of United States capital market (December) 	 - 

United Kingdom loan of 1946 - Interest and principal 
payments due to Canada deferred by United Kingdom 	 - 38 

1 Transactions below $5 million are omitted. 
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Impact on balance on current 
Year 	 Transaction 1 	 account and capital transactions 

in long-term forms 

millions of dollars 
Minister of Finance withdrew request to provincial 
governments to limit use of United States capital mar-
kct(March) ............................... + 

Minister of Finance requested that delivery of new issues 
of securities negotiated for sale in the United States 
he deferred until 1966 and that no further offerings 
should be made there until that year (November) ...... - 

I tilted Kingdom loan of 1946 - Interest and principal 

	

payments due to Canada deferred by United Kingdom 	 - 37 

I {h 	special repatriation by the Government of its own secu- 
rities from the United States to reduce official holdings 
ot' United States dollars ....................... - 157 

special purchase by the Government of securities of the 
International Bank for Reconstruction and Development 
to reduce official holdings of United States dollars ..... - 25 

tpecial repatriation by the Government of its own secu-
rities from the United States to reduce official holdings 
I United States dollars .......................  43 

'pecia1 purchase by the Government of securities of 
tie International Bank for Reconstruction and Develop. 
lient to reduce official holdings of United States dollars - 20 

I )isposal of bonds of International Bank for Recon-
stiuction and Development (replenishment of official 
liddings of United States dollars) ................ 45 

(overnment of Canada new issues sold in Germany, 
ILily and the United States to replenish official hold-
Tins of United States dollars (1968 deliveries) ........ 264 

iited Kingdom loan of 1946 - Interest and principal 

	

'ivments due to Canada deferred by United Kingdom 	 - 38 

vernment of Canada new issues sold abroad in 1968 to 
plenish official holdings of United States dollars (1969 

Icliveries) ................................ 22 

Iransactions below $5 million are omitted, 

ic selection of special transactions of this nature 
k itesitably subjective, posing difficulties of the sort 
identified by the United States experts cited earlier. 
,) iestions may arise about the inclusion or exclusion 

TI reversals and other after-effects. Thus there has been 
down the after-effect on capital transactions from 1963. 
through 1969 of prepayments in 1962 by France and 
tie Netherlands of principal on loans by the Govern. 
i;ieiit of Canada, but the associated reductions in interest 
receipts do not appear On the oIlier hand, in the case  

of deferrals of payment by the United Kingdom of inter-
est and principal on the loan of 1946, the after-effects 
are diffused over such an extended period that it was 
considered an unnecessary refinement to articulate 
them. 

The list makes no reference to the influence on 
Canada of the balance of payments programme of the 
United States. Nor is any specific adjustment made 
for the Columbia River I reatv the treatinetit sv!h hi 
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was adopted (as described under series D48) had the 
effect of spreading the statistical impact on the long-
term capital balance over an extended period. 

The balance of current and long-term capital trans-
actions adjusted for the quantifiable abnormal elements 
listed above appears in the second panel of Chart Vl.4. 
On the whole, it will be seen that these particular trans-
actions did not give rise to serious distortions in the 
series. The foregoing figures are shown on a cumulative 
basis in the first panel of Chart VL5. The massive rise 
shown since 1966 is, of course, largely the counterpart  

of the growths both in recorded private and official 
short-term assets abroad and in the accumulation of 
balances of errors and omissions (upon which there is 
some discussion under series D82). To the extent, if any, 
that the latter reflect understatements of net debits on 
account of current or long-term capital transactions, 
the accumulated series would be smaller. But even in 
the most unlikely event that the whole of the errors 
and omissions balance was on current and long-term 
capital account, the series would still show the accumu-
lation within a short span of years of a remarkably large 
positive balance as indicated by the second panel of 
Chart Vl.5. 
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judging from available data, seems to have been com-
parable in size and opposite in sign to the current 
account balance of Newfoundland with Canada. 

Newfoundland's banking services had long been 
provided by Canadian chartered banks. While New-
foundland had been part of a "Canadian dollar area" 
for many years, the currency aspects of the situation 
became more significant following the introduction of 
foreign exchange controls by Canada and Newfoundland. 
Newfoundland was the only part of the Commonwealth 
and United Kingdom dependencies, apart from Canada, 
which did not become a part of the sterling area when 
its existence was formalized by the introduction of 
exchange controls in 1939. The recognition of New-
foundland as a part of a Canadian dollar area led in 
effect to currency arrangements which were not bas-
ically dissimilar to what would be expected if the whole 
area had been one political unit. 

Under the arrangements between Canada and 
Newfoundland the exchange control policies followed 
were kept in harmony. Foreign currency receipts by 
residents of Newfoundland were acquired by the Cana-
dian Exchange Fund Account and the foreign exchange 
requirements of Newfoundland were met from it. New-
foundland had very substantial net receipts of United 
States funds between 1940 and 1948, but was a small 
net payer of sterling. The statistical convention applied 
after 1939 was to include as service receipts from the 
United States net receipts of United States dollars 
accruing to Canada's official holdings through trans-
actions of Newfoundland. These rose substantially 
during the war due to the expenditures of the United 
States Government on the construction, and subsequent 
extension and maintenance, of bases in Newfoundland. 
It would appear that the size of Newfoundland's balance 
of payments with Canada on current account was of the 
general order of these net currency settlements entered 
into the current account. 

The effects of sterling transactions were not very 
great. Net  transactions in sterling on Newfoundland 
account were treated as an item in the capital account. 
While this might on the surface appear inconsistent with 
the treatment of United States dollar receipts, the 
amounts were usually relatively insignificant except 
when there were substantial capital payments. 

When adjusting Canadian trade series for use in 
the balance of payments Canadian exports to and 
imports from Newfoundland were, of course, deducted 
after 1939. 

The treatment introduced in 1940 was acceptable 
because the balance of payments between Canada and 
Newfoundland was not widely different from that 
between Newfoundland and the rest of the world,  

either before or during the war.32 Under wartime 
conditions it was particularly difficult to draw up an 
accurate statement of the Newfoundland balance of 
payments with Canada because of the close financial 
and commercial relations between them and the extent 
of Canadian war expenditures in Newfoundland. 

While satisfactory from the balance of payments 
point of view, the treatment was not logical from the 
point of view of the national income and expenditure 
accounts since it implied that Newfoundland was part 
of the Canadian national income area. Adjustments 
were made to exports and imports of goods and services 
for use in gross national expenditure between 1940 and 
1948. The net figure included in the miscellaneous 
current account was eliminated and estimates of Cana-
dian transactions with Newfoundland were substituted. 
The adjustments are elements of lines 3 and 11 of the 
reconciliation table of which a summary appears in 
Appendix 3. The overall effect was comparatively 
small, in most years except 1942, 1943 and 1947. The 
data on which the adjustments were based were not 
satisfactory and the adjustments are accordingly no 
more than rough approximations. 

When union of Newfoundland with Canada 
occurred on April 1, 1949 the conventions which had 
previously been applied were no longer necessary. 
Commodity trade between Canada and Newfoundland 
was no longer recorded and an adjustment was no 
longer required. The coverage of transactions between 
Newfoundland and the rest of the world occurred in 
part through the normal extension of Canadian admin-
istrative procedures to Newfoundland, e.g., customs and 
immigration, and the integration of the operations of the 
Foreign Exchange Control Board in Newfoundland with 
that of Canada. The coverage of other statistical series 
was accomplished by the extension of survey systems 
to respondents in Newfoundland. Canadian claims due 
on, or due to, Newfoundland dropped automatically, 
of course, from surveys of foreign assets and liabilities. 

The entry of Newfoundland into Confederation 
led to some discontinuity in the totals of Canadian 
trade as used in the balance of payments. It added to 
Canada's export balance in 1949 relative to 1948 but 
it was not possible to quantify accurately the impact 
of the change. 

There were also effects on Canada's international 
investment position. The earlier omission from the 
balance of payments of Canadian government con-
struction in Newfoundland had not been illogical insofar 
as Canada's international investment position went, 
for the peace time value of some of the assets created 

32 Consequently, the Canadian statements for the pre-war 
period would not likely have been much different if the proce-
dures followed with respect to Newfoundland after the out-
break of war had been in effect. 
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was doubtful and indeed many of them were subse-
quently turned over to Newfoundland. The assumption, 
at the time of union, of the external debt of New-
foundland added $84 million to holdings of Government 
of Canada debt in the United Kingdom. Canadian 
liabilities in respect of other investment in Newfound-
land by non-residents rose by something of the order 
of $70 million (with a further shift of about $8 million 
from the equity of non-residents in Canadian assets 
abroad to foreign investment in Canada). Substantial 
Canadian dollar deposit liabilities and some holdings 
in Newfoundland of Government of Canada debt ceased 

to be external liabilities, but they had not previously 
been included in Canada's international investment 
position. On the asset side, Canadian direct investments 
in Newfoundland amounting to about $25 million 
ceased to be external assets, but on the other hand, an 
interest-free Newfoundland loan to the United Kingdom 
in the amount of $9 million and some United Kingdom 
investments held for retirement of debt were added. 
Overall the effect on statistics of Canada's balance of 
indebtedness expressed in rounded terms was an increase 
in gross and net external liabilities of the order of 
$0.2 billion. 

Some Difficulties in Using the Conceptual Frame 

No matter how much thought has been put into 
the frame for balance of payments statistics there arise 
from time to time situations which do not fit it com-
fortably. Such transactions occasion the statistician 
considerable concern. If the standard format is to be 
retained, the transactions must somehow be fitted into 
them. While the statistician will be influenced in part 
by the concepts as they have been developed intellec-
tually for more normal transactions, he will also wish 
to examine the practical consequences of fitting the data 
into a procrustean bed. Thus, in the case of an unusual 
transaction it is not unlikely that he will try out a range 
of possibilities. He will examine the results in each case 
to determine which of them is least likely to be mis-
leading to users. On occasion the impact of a unique 
transaction on a series has appeared to validate a partic-
ular hypothesis, although in fact the user who was 
aware of the background would know that it did not 
do so. 

Some of the special types of transactions of this 
nature have already been described with some of the 
courses of action to which they led. In Part III there 
was an extended description of the special questions 
raised by transactions related to the Columbia River 
Treaty (series D48). The special adjustments required 
to isolate and reveal official financial assistance were 
described under series KS. The statistical treatment of 
gold production available for export during the period 
when new Canadian gold production passed largely 
into the hands of the authorities as part of Canada's 
international reserves was described in Part II (series 
A3); it represented a modification of the general concep-
tual frame to take account of the special role of gold. 

Military relief - Other situations of an exceptional 
nature may arise because the ultimate nature of a 
transaction may not be known when it first appears in 
the accounts. At the close of World War II some $80 
million of relief supplies were provided to European 
countries by the Canadian Anned Forces. This military 
relief was treated as an official contribution. Some 
years later Canada discussed with recipient countries 
the settlement of these amounts, and a variety of arrange. 
mnents were worked out. The settlements in many cases  

were substantially less than the amounts of relief orig-
inally provided. Settlements in domestic currencies 
which were to be used locally by Canada were of the 
order of $6 million. Somewhat more than $8 million 
was received in 1950 in the form of convertible ex-
change. An arrangement with the Netherlands provided 
for repayments aggregating nearly $6 million (plus 
interest) over a 10-year period beginning in 1952. 

The receipts of domestic currencies and their 
subsequent use were not reflected in balance of pay-
nients statements. Convertible exchange which was 
received was treated as an element of miscellaneous 
government revenue. (Future repayments from the 
Netherlands were treated as an external asset in the 
balance of indebtedness but as the repayments occurred 
they were taken into the current account.) The treat-
ment of settlements as government revenue was not, 
of course, consistent with the treatment of the original 
relief as transfer payments. The amounts, however, were 
not large. At the time the relief was extended there 
was no assurance as to the amounts, if any, of it which 
would be recoverable. A revision half a decade later 
of the current account for the years at the close of the 
War would have been an inconvenience for some users, 
particularly when the complex and tenuous nature of 
large wartime financing would remain embedded in 
the data for the period. Accordingly, while concep-
tually difficult to defend, military relief settlements 
were treated as service receipts by government. 

Continental defence arrangements provide other 
examples of problems posed at times for the measure-
ment of the balance of payments. In the mid-1950's, 
for example, an elaborate system of radar stations was 
erected mainly on Canadian territory. The most south-
erly, the Pinetree line, was paid for and manned jointly 
by the United States and Canada. The Mid-Canada Line 
was entirely manned and paid for by Canada. The 
Distant Early Warning (DEW) Line, the most northerly, 
was paid for entirely by the United States Government, 
which also assumed responsibility for its construction 
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and operation, although Canadian firms were awarded 
contracts for its construction and Canadian personnel 
engaged in its operation. 33  

In June 1961 Canada decided to equip the Air 
Division in Europe with F-104 aircraft, the same plane 
also to be provided to other NATO members under the 
United States Mutual Assistance Program. It was agreed 
that all these should be manufactured in Canada, with 
the United States placing an order for $1 50 million and 
the Canadian share being $50 million. Canada agreed 
to take over from the United States responsibility for 
operating the Pinetree line. And in return, Canada 
received 66 F-101 Voodoo jets for the RCAF Defence 
Command. 34  

Thus there were imports into Canada of Voodoo 
aircraft in 1961 and the two subsequent years, part of 
the consideration for which was an increase in domestic 
expenditures by the Government of Canada of an in-
determinate amount over a period of years (with a 
corresponding decline of United States government 
expenditures in Canada). The difficulties of articulating 
this in any meaningful way within the balance of pay-
ments frame were avoided simply by excluding from 
figures of imports as adjusted for use in the balance of 
payments the value of the Voodoo aircraft made avail-
able to Canada. 

The same Voodoos were to appear among balance 
of payments transactions in 1970 and 1971 when, in 
consideration of the assumption by Canada of increased 
financial responsibilities for joint defence arrangements 
in Canada, the United States provided 66 new aircraft 

33 James Eayrs. Canada in World Affairs: October 1955 
to June 1957. pp. 140 and 141. Oxford University Press for the 
Canadian Institute of International Affairs, Toronto, 1959. 

34 Robert W. Reford. Merchant of Death? Behind the 
Headlines, October 1968. Canadian Institute of International 
Affairs, Toronto. 

Richard A. Preston. Canada in World Affairs: 1959 
to 1961, p. 62. Oxford University Press for the Canadian Insti-
tute of International Affairs, Toronto, 1965.  

in exchange for the 58 which remained of those acquired 
a decade earlier. In the Trade of Canada series there was 
included in imports the net acquisition of eight aircraft. 
In the balance of payments, adjustments were made to 
merchandise trade to include the full values of the air-
craft exported and of those imported, at values supplied 
by the Department of National Defence, and the differ-
ences between them were included in government 
receipts from services over the two-year period. 

The treatment which was adopted for the balance 
of payments in respect of these later Voodoo aircraft 
transactions accordingly differed from that adopted 
earlier. One factor in determining the treatment may 
have been that the settlements taking the form of 
future services were much smaller in the later period 
and, viewed particularly against the rising levels of 
transactions, the distorting effect on the totals of their 
special character was relatively much smaller. 

Other items - The statistician also faces a question 
as to how far accruals of a special nature can usefully be 
reflected in the balance of payments. Two examples may 
suffice. The accrual and subsequent funding of interest 
on interim credits and on advances under the loans made 
under Part II of the Export Credits Insurance Act were 
not reflected as a charge in the current account of the 
balance of payments; further details are described in 
Part III in series D4 1. Deferrals by the United Kingdom 
under the terms of the loans of 1946 made to that 
country, both of interest and of principal, are not 
reflected in the balance of payments. Both situations 
are in effect treated as non-transactions, notwithstanding 
the fact that in due course they give rise to enlarged 
interest receipts by this country. (The alternative treat-
ment which was rejected would have been to record 
receipts of the interest and principal, and new extensions 
of credit equivalent to their total.) Details of these 
deferrals will be found above in the earlier section on 
the basic balance. 
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Transactions in Foreign Currencies 

Variations in exchange rates may affect statistics 
of the balance of payments in several ways. One of these 
is their influence on actual economic and financial 
ransactions which should obviously be reflected in the 

estimates. But others are in the nature of statistical 
iherrations either through the application, implicitly 
r otherwise, of different rates to the two sides of a 
ransaction denominated in foreign currency or through 

the inclusion of revaluations with transactions. This 
cction describes the principles followed in the calcu-

Lition of Canadian dollar equivalents used in the balance 
I •  pi'. !fl(i1tS. 

It will be recognized that Canadian dollar equiva- 
transactions carried out in foreign currency must 

Lc established for statistical purposes regardless of 
ohether or not transactions involve Canadian dollars. 
\hien entries are based on a record of transactions 
L'tween residents and foreigners, the transactions 

value is normally given directly by the basic source. 
When they are estimated from changes in outstanding 
laims during the statistical period, adjustments are 

itintIv necessary to arrive at a measure of flows. 

exchange rates most commonly used are those 
monthly in the Bank of Canada Review. The 

uited States dollar exchange rates refer to rates prevad- 
.tig on the interbank market in Canada, while rates for 
ther currencies are based on nominal quotations in 
cons of United States dollars converted into Canadian 
idlars at noon. Quarterly average noon rates are calcu- 

lited by the Bank of Canada but are published only in 
dance of payments publications. The interbank ex- 
lange market in Canada comprises only the chartered 

nanks and the Bank of Canada; arbitrage with other 
xchange markets occurs on an institution-to-institution 

rates accordingly apply to a wholesale market 
H large blocks ofexchange are traded. The volume 

i very siiiall in relation to total foreign exchange trans- 
tions within the economy, many of which may be 

:ietted out within a single bank, or indeed, a single 

F monthly noon average is used in the case of 
capital transactions which are available on a 

oiithly basis, e.g., transactions in outstanding securities 
ported by respondents for United States dollar ac-
'tints or components available monthly in respect of 
ic sale to non-residents on a foreign currency basis of 

I :w issues of Canadian securities. Otherwise quarterly 
age rates are applied. 

ong series based on records of transactions 
c those related to merchandise trade. Import docu-

tents are, where necessary, converted into Canadian 
cllo':ihlIv h\ 	Pc ,I'vt!l 	it!  

of entry, using daily exchange rates obtained from the 
Bank of Canada. Although export entries should have 
been completed in terms of Canadian funds, it became 
apparent in the early 1960's that many entries failed to 
distinguish clearly that they were expressed in terms of 
United States dollars. Systematic efforts were made at 
that time to ensure that all amounts tabulated were 
Canadian dollars. Export documents were redesigned in 
order to specify the currency covered and by the mid-
1960's conversions were being carried out by computer 
application using Bank of Canada monthly rates. 

Many other discrete transactions are recorded 
at the exchange rates which were involved in their 
consummation. Where this is not known or where an 
actual currency conversion did not occur, it is the 
practice to apply an average exchange rate. 

Some types of transactions, particularly many 
movements of short-term capital, can be estimated only 
from the change in outstanding assets and liabilities 
over a statistical period. From these changes in stocks, 
or levels of holdings, estimates of transactions or flows 
may be derived indirectly, by eliminating those parts 
that have resulted from changes in exchange rates or 
other valuation changes. Estimation of flows from 
changes in the Canadian dollar equivalent of claims 
in foreign currency involves (1) the reconversion to 
foreign currency of the opening and closing balances 
at the rates applicable to them (in the case of short-
term claims normally the rate for the balance sheet 
date), (2) the determination of the change in terms 
of foreign currency, and (3) the reconversion of this 
change to a Canadian dollar flow equivalent at the 
average rate prevailing during the statistical period. 
(This process is somewhat similar to the procedure 
whereby the change in the recorded book value of 
inventory stocks is revalued and converted to the value 
of the physical change in inventories for use in gross 
national expenditure.) An example appears in Table 
VIL1. 

When, with the introduction on October 1, 1950 
of a floating exchange rate, the Canadian chartered 
banks began to act as principals in the foreign exchange 
market in Canada, after an absence since the outbreak 
in World War H, systematic arrangements were made 
to eliminate the statistical effects of exchange rate 
variations in respect of all the major series where they 
might be relevant. These arrangements were maintained 
throughout the subsequent period for which an official 
parity was established and consequently were in place 
when the Canadian dollar was again floated at the 
beginning of June 1970. 

Similar considerations and processes apply, of 
course, to calculations of the domestic currency flows 
for changes in official monetary assets and liabilities 
used in the estimates. These are always carried out on 
:1 	c'iP!v 	ci 	it: 
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TABLE Vll.l. Determination of Flows Expressed in Canadian Dollars 
from Changes in Stocks of Foreign Currency Claims 

Expressed in Canadian Dollars 

Example 

Given: 
Opening stock of claims ......................Cdn. $10,300 
Closing stock of claims.......................Cdn. 10,100 

Exchange rates: 

	

Opening balance date.................U.S. $1 = Cdn. 	1.03 

	

Closing balance date .................U.S. I =Cdn. 	1.00 
Daily average noon exchange rate during 
period .........................U.S. 	1 = Cdn. 	1.01 

Step I: 
Express stocks in terms of foreign currency: 

Opening balance $10,300— 1.03 ...............U.S. 10,000 

	

Closing balance $10,100 —. 1.00 ................ 	U.S. 	10,100 

Step 2: 
Determine change in terms of United States funds 

	

($10,100.$10,000) . . . . . . . . . . . . . . . . . . . . . . . + U.S. 	100 

Step 3: 

Convert change expressed in terms of United States 
funds (+ $100) to Canadian funds at average exchange 
rate(1.01) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . + Cdn. 101 

Note: Failure to use the value of the change (+ 101) rather than the change in 
value ($10,100- $1 0,300 = -$200) would give rise to a signhlicant error. 

At times the conversions leave a nuisance residue 
if balance of payments flow estimates are accumulated 
over a succession of periods. Thus, for example, the 
effects of exchange rate changes on the international 
assistance extended to Canada in 1962 appear at first 
to suggest that Canada received $381 million in the 
second quarter but repaid only $377 million in the 
fourth. These figures in fact cover the receipt and 
repayment of $350 million in United States funds. 

The description thus far has been developed 
in terms simply of foreign currency. But there are many 
currencies with varying relationships to the Canadian 
dollar which in principle should be treated individually. 
This has not always proved possible. Generally in such 
cases it has been the practice to convert stock changes 
to flow series in terms of relationships to either the 
United States dollar or the United Kingdom pound. 
This has meant attributing to other currencies the 
general relationships pertaining to one or other of these 
currencies, although direct calculations have been made 
for large discrete transactions such as bond floatations 
in continental European currencies, or changes in  

value of large deposits. With the instability of many 
international exchange rates which has been characteristic 
from 1971 to the time of writing, the procedures are less 
satisfactory than heretofore. Nevertheless, transactions 
carried out in Canadian dollars or for which Canadian 
dollar equivalents are determined on a discrete basis, 
together with those covered by stock.flow adjustments 
in respect of United States dollar and sterling claims, 
represent by far the l.11?c 	jmii oC(':ini:iWn 
national transactiuii 

During the period oh exchange control pnoi 1 
the reestablishment of the Canadian chartered banks as 
principals in the exchange market, there were relatively 
few problems of conversion. They stemmed mainly from 
changes in the official parities of major currencies, and 
it was generally possible to isolate and eliminate the 
effects because of the very precise information available 
from the operation of exchange control. During tlii 
period when, of course, there was no single interbank 
exchange rate, official spot rates were established by the 
Foreign Exchange Control Board in respect of boil 
buying and selling. The margin was initially 1% will 
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and sold at Cdn. $1.11. The selling rate was reduced 
in October 1945 to Cdn. $1.10½. and this margin of 
one-half cent was maintained through subsequent 
changes of parity. Since the margin was a domestic 
cost, statistics of merchandise imports were adjusted 
for balance of payments purposes to eliminate it. For 
other transactions requiring discrete conversion, the 
buying rates were used. 

An interesting technical problem related to ex-
change rate changes arose at the end of September 1950. 
There had been a very substantial speculative inflow into 
Canada, much of it taking the form of purchases of 
outstanding Canadian securities or increases in Canadian 
dollar deposits of non-residents. Under exchange control 
arrangements at the time, the foreign exchange arising 
from these inflows had to be offered for sale to an 
authorized dealer of the Foreign Exchange Control 
Board who acquired it as agent for the Exchange Fund 
Account. At September 30, 1950 there were abnormally 
large amounts of exchange in transit to the Exchange 
Fund Account which were not included in reported 
official holdings of gold and United States dollars on 
that date. Inclusion of the capital inflows and the rise 
in official holdings resulting from them would, in the 
ordinary course of events, have appeared in the fourth 
quarter of the year. This would have obscured parts 
both of the pressure which gave rise to abandonment of 
the fixed parity, and of the subsequent reflux of capital. 
Accordingly authority was obtained from the Minister of 
Finance to publish a figure for the change in official 
holdings of gold and foreign exchange which would in-
dude the actual receipts of the Exchange Fund Account 
ilus the spot transactions for which it was committed at 
the end of the quarter. The particular capital movements 
which during the period of exchange control until that 
time had been based on actual receipts by the Exchange 
[mid Account were correspondingly adjusted. 

A further point of difficulty may occur in the 
construction of balance of paynients statements when 
time authorities are carrying a large forward exchange 
position with the public at the time of a change in the 
c\change rate. It is widely recognized that fixed ex-
change rates provide at times a virtually free option 
or speculative gains (subject, of course, to the willing-

micss of the authorities to accept spot or forward ex-
.haiige commitments). Very little is known about the 
sources of supply and demand in the forward exchange 
imarket although the gross amounts involved are at times 
cmy large indeed. Positions, if any, assumed by the 
nit horities are overwhelmingly with the banking system 

,imid there the trail ends. 

In the Canadian situation it has been assumed for 
t,itisiical purposes that the participants in forward 

c\cllange transactions are on balance resident and that 
ic gain or loss which may, for exarnçle, be experienced 

the authorities as a result of official intervention in 
mc I 	\vmmd mntrLc 	uc'nccr 	J'imctic 	111:11  

international transfer. It does not accordingly appear in 
statements of the Canadian balance of international 
payments. (The balance of payments statements of the 
United Kingdom are in contrast constructed on the 
assumption that forward exchange gains or losses arising 
from official intervention in that country accrue to non-
residents.) 

Basis of Valuations 

Estimates of the balance of payments reflect 
actual transactions values, i.e., the prices at which 
settlements actually occur, the considerations for 
which goods, services or claims are exchanged. Some 
of the rationale for using settlement rather than other 
prices was developed in the description of series Al and 
B 1. The process of constructing these values from data 
originally expressed in foreign currencies has been 
described in the section immediately above. 

Valuations present relatively little difficulty in 
the construction of the balance of payments. Greater 
difficulty is presented in the case of valuation practices 
in the measures of Canada's international investment 
position as described in Part IV and in the relationship 
of changes in Canada's international investment position 
and the related capital flows as they appear in the 
balance of payments. These have been described in 
Part I. 

In the investment position the basic principle 
has been to construct estimates on the basis of under-
lying book values (expressed in terms of Canadian funds). 
Some ambiguity applies to the term "book value" 
since the same or exactly equivalent claims may appear 
at the same time at different book values in a number 
of sets of accounting records. Wherever in this volume 
the term "book value" is used it applies tothe value 
of fmancial claims ThTrecorded in the accounts 
fidll. Thus a share of stock of a particular 

corporation has a book value which is affected neither 
by the price at which the current holder may have 
acquired it nor at which he chooses to record it as an 
asset. The latter value is described in this volume as a 
"carrying value" and typically bears a close relation-
ship to the investor's cost. It exists quite independently 
of the book value of the claim or indeed of the carrying 
values applied by others to exactly similar claims. 
Another important valuation basis is the market value. 
But these three do not exhaust the possibilities. There 
may, for example, be values derived on the basis of the 
replacement costs of the underlying assets. Values may 
be derived by capitalizing rates of return. Nominal values 
may be used in the case of instruments (and will likely 
approximate closely the maturity value of these in-
struments). And there may emerge from current study 
of inflation accounting further types of values based 
upon the application of specific price indexes. Some of 
I1Ic 	ii 	tic ol iL LJt 	Li 	 :1 
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Inasmuch as statistics of international investments 
must be built up from accessible material, practical 
factors circumscribe the basis of their valuation. But 
some basic criteria of values are desirable to meet some 
of the purposes of the statistics. Among these is consis-
tency among reporting concerns in order that reasonably 
coherent statistics may be assembled and comparisons 
made for the whole field of international investment. 
Another is the need for a basis which reflects the amount 
of reinvested earnings as well as other introductions of 
new capital. It also is desirable to have some semblance 
to values as understood in the world of business and 
affairs. The most accessible basis which approaches 
these criteria are "book" values, i.e., values disclosed 
by the balance sheets of the concerns in which invest-
ment is being measured. 

The value used to measure investment is that 
shown in the balance sheets for the different securities 
of the companies concerned. In the case of capital 
stock this is the net worth including both earned and 
capital surpluses but less deficits which may exist. 
The resulting value is the total of the assets less specific 
reserves such as those for deferred taxes, depreciation 
and depletion and less other liabilities which the 
company may have. In effect, it is, consequently, a 
measure of the equity of the shareholders in the de-
preciated value of the assets. Among the liabilities will 
be other securities such as funded debt, mortgages, 
notes, etc., and other claims such as bank loans and 
intercompany payables. These also are taken into the 
statistics of foreign investment in Canada when they 
represent long-term liabilities to non-residents. 

It will have been noted that the values used are 
depreciated values as carried by the companies in their 
books. Reserves for depreciation and depletion raise 
many subjective questions. For some purposes values 
based on replacement costs may be desirable and other 
purposes may be better served by values based on the 
original cost. But data for individual companies based 
on replacement costs are not generally available, whereas 
depreciated values are available in their accounts. 
Furthermore, the same factor for depreciation is 
normally taken into account in profit and loss accounts. 
Earnings are frequently related to book values. It is 
important too, that the values appearing in foreign 
investment statistics should be comparable to cor-
responding estimates which may be made for the value 
of Canadian investment. So long as the sources follow 
a common basis, ratios derived from the two sets of 
figures should not be misleading. 

Some reference should be made to an alternative 
basis of valuation which has at times been advanced 
as a desirable measure in international investment - 
"the market value". But this is a basis which is not 
normally ascertainable for the important area of direct 
investments in branches or subsidiary companies where 

:1  

the group of investments in marketable securities for 
which market values may be ascertained, the basis has 
its shortcomings. Among these is the transitory and 
variable character of the market and its marginal charac-
ter, and the lack of stability or reality exhibited at times 
by market values. Nevertheless to meet some of the 
interest which may from time to time lie in market 
values occasional comparisons have been made between 
market values and book values for some of the group 
of investments in marketable securities. 

Another basis which was used in Canada in the past 
is a variation of the book value basis. Originally the basic 
valuation used for foreign investment in Canada until 
1943 was the "capital employed" reported under the 
Census of Industry for all industrial plants and public 
utilities. Because, however, the data were designed to 
measure investments in production facilities they had 
limitations when applied to other purposes. They were 
not well adapted to some of the large enterprises with 
assets other than those at the plant, working capital 
was not well covered, and it was difficult to determine 
the comparability of data. Investments were not in-
cluded in years when plants or facilities were not in 
production. On the other hand the figures included 
the value of physical assets used but not owned by 
reporting concerns. I Difficulties were experienced in re-
lating geographical distribution of ownership to the capital 
employed series in order to arrive at the value of foreign 
ownership. Despite these shortcomings general compari-
sons of results derived from capital employed and book 
value sources were not widely different in the aggregate 
in some years, but certain significant differences did emerge. 
Furthermore the method could not be applied to Canadian 
investment abroad. 

Throughout the period from 1926 for which 
official figures are available the "book value" basis has 
been used in all of the statistics on foreign investment 
appearing in publications issued after 1939 (and also 
for the original statistics on British and foreign direci 
investment in Canada for the years 1936 and 1937). 
The last publication in which statistics on the "capital 
employed" basis apneared ws The Ce,ladia?1 Ra/anc' 
International 
Results. 2 

Another appivacli soincilines Jkcn [0 iic LIuesto 
of valuations is the capitalization of earnings. But a 
study of the data on actual earnings and remittances 
will indicate the shortcomings of an approach of this 
kind when applied to the question of valuation. Widely 
differing arrangements and possibilities exist with 
respect to income to be remitted on various kinds ol 
investments, and the wide variations between earnings 

1 For a more detailed description of these problems, sc 
pp. 64 through 71 of Fv1 (7r:,til Hnic n! ,S'trrkr: tf'' 

.facturin. - (anada, 19.T 
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and transfers of income further suggest some of the 
limitations of this approach. Moreover, international 
obligations may exist without corresponding income 
transfers. Studies of income and rates of return on 
investments constitute separate areas of analysis bearing 
on the current account of the balance of payments. 

Long-term obligations denominated in United 
States currency have been expressed in Canadian dollars 
at nominal parity. 3  Those issued prior to World War II 
payable in sterling have been expressed at the rate of 
£1 equals $4.86 2/3. Other obligations denominated in 
foreign currencies have been expressed in terms of 
Canadian dollars by converting their nominal values at 
the exchange rates generally typical of the period the 
indebtedness was incurred. Obligations carrying pro-
visions for payment in more than one currency have 
been taken at their nominal value in Canadian dollars. 
The values tend to be generally representative of the 
original investments insofar as these were made at 
prices close to the face values converted at nominal 
parities of exchange. 

As a consequence, the totals are free of the 
sporadic changes which they would undergo if converted 
at current rates of exchange. The securities appear in 
statistics of indebtedness without change in value 
through their lives. Changes in the amounts outstanding 
accordingly reflect alterations in holdings due to such 
factors as new issues, retirements, or trading in out-
standing securities. While these procedures make for 
stability in the investment position series over the longer 
period, they should be borne in mind when data on non-
resident bond holdings are considered in relation to 
market values or to the cost of redeeming obligations. 
For example, in periods when the United States dollar 
was at a premium in relation to the Canadian dollar 
the value of non-resident holdings of United States 
dollar issues of Canadian debtors continued to be shown 
at nominal parity although their redemption value was 
higher. Likewise the relatively small total of British 
holdings of Canadian sterling issues outstanding from 
the interwar period has continued to be shown at the 
original parity although the cost of redemption in terms 
of Canadian currency has been reduced by the depre-
ciation of sterling. 

In contrast to estimates of Canada's foreign lia-
bilities, Canadian investments abroad have been cal-
culated in terms of Canadian dollars generally at rates 
of exchange prevailing at the date to which the estimate 
r'lates. This is because of the necessity of expressing 
a wide variety of foreign investments in common terms. 

3 It may be noted that, under the Articles of Agreement 
of the International Monetary Fund, Canada has from time to 
time established par values which differed from U.S. $1 = 
('sin. 'l 

As in the case of foreign investments in Canada, the basis 
of valuing Canadian direct investments abroad is the 
book value derived from the balance sheets of the 
issuing companies abroad. Canadian portfolio invest-
ments abroad, too, have been calculated at book values 
in the case of those stocks of foreign companies whose 
values could be ascertained. Holdings of foreign bonds 
are carried at the nominal par values converted from 
foreign currencies to Canadian dollars at current ex-
change rates. 

While this note has set out the general valuation 
principles applied in the estimation of Canada's external 
assets and liabilities, there are exceptions which are 
described with the specific series in Part IV. 

Residency, Non-resident Canadian Companies 
and Other Special Situations 

The definition of residency is a problem which 
has attracted considerable attention on the part of the 
developers of statistical standards, whether for the Inter-
national Monetary Fund in respect of the balance of 
payments4  or the United Nations Statistical Office in 
respect of the system of national accounts. 5  No attempt 
is made here to reproduce their work. 

In practice, the options of the statistician are seve-
rely constrained by the realities of data collection. This 
is particularly true of data with respect to individuals, 
but also applies, as will be seen, to some corporations. In 
the event, with few exceptions, the perceptions of res-
pondents seem to accord with common sense and the 
violence to conceptual niceties, though necessarily dis-
turbing, is probably minor for most elements of the 
balance of payments. 

There are some Canadian corporations with special 
characteristics requiring exceptional statistical treatment, 
a description of which would probably be helpful to 
some users. Among companies incorporated in Canada 
are a number whose role in Canada is purely that of an 
international intermediary. Their principal characteristics 
are that they are wholly owned outside Canada and 
virtually all their assets and operations are located 
outside Canada. The impact of these companies on the 
Canadian balance of international payments, and indeed 
on the Canadian economy, is minimal. Some are in fact 
recognized as non-residents for particular administrative 
purposes. In others, the locus of their ownership is such 
that they do not under existing treaties attract Canadian 
withholding tax. 

4 IMF Balance of Payments Manual, Third Edition (1961) 
paragraphs 7-17, 37 and 108. 

5 United Nations, Department of Economic and Social 
Affairs, Statistical Office of the United Nations, .4 System of 
,\zti,'wI .lssuiUs 1961. j,ararrapb,.595 - 	117. 
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In many cases where withholding tax is payable, it 
is recoverable through tax offsets in their home country. 
In nearly all cases they have so organized their affairs 
that, whether taxable or not, corporation income taxes 
accruing to Canada are minimal. 

Somewhat analogous to these were companies 
established for the most part many years ago under 
special tax provisions which are no longer current. 
These were known as Foreign Business Corporations. 
They paid only a token tax in Canada in consideration 
of the fact that they operated exclusively abroad. Where 
there was no Canadian ownership in them, these compa-
nies fell within the type described in earlier paragraphs. 
Where there was partial or complete Canadian ownership 
in a Canadian company whose operations were over-
whelmingly abroad, this ownership was recorded as 
portfolio or direct investment abroad as appropriate. 

Thus, Canadian companies which have neither 
activities nor investments in Canada are treated statis-
tically in the balance of payments and elsewhere 
within the system of national accounts as non-residents 
of Canada, and only the transactions of Canadian 
residents with them are ordinarily reflected in the 
statistics. 

It is not surprising that some companies of this 
nature find it difficult to understand the need for them 
to supply statistical information. Nevertheless, it has 
been found desirable to collect some information about 
them wherever possible. The underlying concern has 
been two-fold: first, it has been useful to have some feel 
for the possible contribution of such corporations to 
asymmetries in bilateral balance of payments statements 
of the countries concerned. Secondly, there may be 
some undesirable statistical implications for Canada 
arising from the nature of the sources employed in the 
construction of particular aggregative series. 

One example of the latter type may suffice. 
Deposit balances of these corporations, whether held in 
Canada or abroad, may well be assigned in banking 
records as those of a Canadian resident. This may occur 
for a variety of reasons - a mailing address, a name, an 
association. To the extent that it does, a problem exists. 
Series D6 1, D65 or D7 I will be inappropriately measured 
depending on the locus of the deposit and its currency. 
Ideally an adjustment should be made to correct the 
appropriate series. But each of these series is available 
monthly or quarterly, often in considerable detail. Data 
necessary for the adjustment cannot reasonably be 
sought or obtained on this basis. The practical alternative 
which has been adopted has been to create on the basis 
of available data offsetting flows at annual intervals in 
accounts payable. (This might be conceptualized as 
imputing the existence of a resident Canadian branch of 
the corporation in respect of its deposit balances. But  

the question is not conceptual. The treatment represents 
merely a practical method of coping with a situation 
where data availability precludes an ideal adjustment.) 
Identified holdings so treated have at times reached 
totals close to $200 million and they are clearly not 
complete. So long, however, as errors and omissions • 
are included in the same category as the accounts pay-
able the lack of complete data for the adjustment has no 
impact on global estimates as published either quarterly 
or annually. 

The description thus far has related to Canadian 
companies which are treated as non-residents. There 
exists also a group of hybrid situations in which 
wholly-owned Canadian subsidiaries of foreign corpo-
rations hold, for tax or other administrative reasons, 
subsidiaries abroad whose operations are not directly 
related to their Canadian functions. These investments 
are treated as non-resident owned, and are not included 
in either Canada's external assets or liabilities. Income 
flows through Canada to the ultimate parents do not 
appear in the income account, and if held temporarily in 
Canada are treated as additional investment from the 
parent company. If withholding tax accrues to Canada as 
the result of a flow of income through these channels, it 
is treated as miscellaneous government revenue rather 
than as a transfer payment from non-residents arising 
from income generated in Canada. In the capital account 
the acquisition of the asset abroad is treated as a return 
of capital to the parent and consequently cancels out the 
financing from the parent which typically accompanies 
such a transaction. The treatment, it will be noted, 
relates only to situations where there is no direct 
Canadian interest in the Canadian company, and where 
activities of the subsidiaries abroad are not directly 
related to activities in Canada. 

There are some other types of Canadian companies 
which are treated exceptionally in the statistical system 
as a practical matter. They basically include those 
companies whose related transactions are fully captured 
by other survey processes (such as non-resident-owned 
holding companies administered by trust companies in 
Canada), or companies which serve only as ownership 
links in situations where more meaningful statistical 
results are achieved by treating their subsidiaries as 
themselves being directly owned abroad. 

The investment in Canadian companies operating 
only abroad in which beneficial Canadian ownership is 
minor, and in subsidiaries abroad of operating companies 
wholly owned abroad but whose operations are not 
directly related to the Canadian activities, is substantial. 
No recent estimate is available but at the end of 1961 it 
totalled about $3 billion, and in one particular year since 
then the dividends paid by them exceeded the total of 
all dividend payments arising from foreign investments 
in Canada. There are some grounds for believing these 
situations to be less important now than in the past. 
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TABLE VI1.2. Number of Canadian Companies Treated 
as Non-residents for the Purpose of Balance of 

Payments Statistics or Excluded for Other Special 
Rea.ons from Regular Surveys, 1962 

Number 
1 orcigli business corp(1rations 1  ...........201 

\on-resident-owned investment corporationsl 156 

Other investment and holding companies 2  . . . . 192 
Total 549 

I Status for income tax purposes. 
2 These are Canadian corporations treated as non-residents 

c\Juded from regular balance of payments surveys because 
ii icrilative measures of their investment in Canada were available. 
In addition some 1,780 wholly-owned subsidiaries of Canadian 
unpanies controlled abroad were covered in the consolidated 

rL;ri1 ihir ircnt C OT11 Imc.) 

Iii 	or 	lir 00 I\ 	I1 i'ctlrc1i:\ ILrIlUIr:IIl\ 

wiicd by residents which are excluded from the frame 
1 Canadian balance of payments and international 

investment position statistics. At the end of 1961 nearly 
'n billion of assets were held abroad by Canadian banks 

insurance companies in respect of their liabilities to 
ii: ftsidents. 

Ihe principle of trying to maintain a sense of 
lalit) as the basis of the statistics extends also to the 
:ographic distributions. Where international direct in- 

siments are held through financial intermediaries based 
U; particular jurisdictions solely for tax or similar 
ilministrative reasons, the related flows and investments 
ro wherever possible attributed to their substantive 
iigin or destination. Problems of geographic distribu-
ions are further compounded when investments re- 
rded as being owned in these tax-haven countries 

hiong ultimately to individuals who have taken up 
cidencc there, possibly only on a nominal basis. 

Rejx)itILig and Statistical I_units 

lasically the reporting and the statistical units6 
iploved in the construction of estimates of the 
utadian balance of payments and of Canada's interna-

ioial investment position coincide. Although the ques-
innaires are directed, of course, to corporations, data 

sought generally on a Canadian-consolidated basis, 
Josely approximating the enterprise as described in the 

Ilowing note in this Part (industrial classifications) but 
cluding that part of an enterprise which may extend 
it side Canada. 

Reporting level is used to describe the coverage of a 
cifli input. while the statistical unit describes the coverace 

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

Since the balance of payments is a statement of 
flows within which only limited industrial detail is 
provided, the use of a particular reporting unit or statis 
tical unit has little, if any, effect on the published 
statistics. The criteria then become the minimization of 
reporting burdens and of processing costs. In general the 
enterprise best fits these. It is characteristic of the 
system, however, that there is sufficient flexibility to 
accept a number of reports from lower levels within the 
enterprise when there are good grounds for departing 
from the general practice, without impairing the quality 
of the statistical output. 

The same general flexibility is applied to reporting 
of flows by financial intermediaries. Where it suits the 
convenience of the respondent, these may be reported in 
respect of individual branches although the normal 
practice is to seek a consolidated return in respect of the 
institution as a whole. 

While the balance of payments is little affected by 
I ft lLportrng units employed, the industrial detail pro-
vided within statistics of the investment position may be 
greatly affected as will be apparent from Industrial 
Classifications which follows. 

Industrial Classifications 

It will have been noted that most of the corporate 
inputs to estimates of the balance of payments and of 
Canada's international investment position are made 
at the enterprise level, or more precisely at the Cana-
dian enterprise level. Enterprises are defined broadly 
as firms or aggregations of firms under common owner-
ship and financial control: 

"The enterprise is a company or family of com-
panies which, as a result of common ownership are 
controlled or managed by the same interests. 
The element of common control . . . implies one 
integrated plan for the allocation of resources 
among such companies and therefore, usually, a 
common investment program." 7  

The use of the decision-making and financing level 
of the organization, cut off of course at the international 
border, is most meaningful for balance of payments and 
international investment position statistics, and has in 
addition the added benefit of economy. Enterprise 
statistics have not generally, however, been highly 
developed as yet and no satisfactory and widely ac-
cepted standard industrial classification exists for them. 

For this reason the records of the Balance of 
Payments Division have continued to be organized on 

- 	7 .cthoI industrial (Yacvifuatton  tlanual Ii viseul 
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the basis of an early classification system which des-
ignates industries according to the chief material com-
ponents employed, influenced by the character of 
information available on total investment and by the 
principal industrial activities of the corporate units from 
which data are obtained. 

This classification has been modified slightly 
over the years, for example by developing a single 
classification for all aspects of the petroleum and natural 
gas industry to take account of its increasing integration. 
The classification currently in use is shown in Table 
VII.3. 

Table V1I.3. Industrial Classifications 

General 

Government: 
Government of Canada 
Provincial (including enterprises) 
Municipal (including enterprises ) 

Manufacturing: 
Vegetable products 

Animal products 
Textiles 
Wood and paper prod uts 

Iron and products 

Non-ferrous metals 
Non-metallic minerals 
Chemicals and allied produ. I 
Miscellaneous manufacturs 

Petroleum and natural gas 

Other mining and smelting 

Utilities 

Merchandisine 

Financial 

Other enterprises 

Miscellaneous investments  

Subsidiary detail 
sometimes identified 

Beverages 
Ribbert 

litip :iiiJ 
Agricultural machine rv 
Automobiles and parts 
Transportation equipnlent 
Primary iron and steel 
Electrical apparatus 

Stuie1tiie 	I 	ret liii: 	t 
native arcs 

Rail w a' 

Banks, trii P i':p 

panics, se i\ iCC,  

Canadian securities held throuJ 
intermediaries 

Mortgages on Canadi;i 
Real estate in Canada 
Columbia River Treat 

P 

I TL' 	 r':i.Insli 	si'tilitah, 
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The classification applied by Canada is a more 
detailed industrial distribution than is used for similar 
statistics in most other industrialized countries. Its 
retention has largely preserved historical continuity in 
the investment position statistics back to 1926. Never-
theless the classification has been the subject of a 
considerable amount of criticism. There is no doubt 
that a more useful classification could be devised. The 
costs of shifting would, however, be substantial and 
it has been felt that they should be deferred until 
such time as enterprise statistics generally are better  

developed and standard classifications produced. Some 
of the criticism of the present classification rests upon a 
mistaken belief that if the same Standard industrial 
Classification were employed for data compiled on an 
enterprise, company or establishment basis, there would 
be no problem of comparability. That this is not the 
case will be evident from Table ViI.4, which it should 
be noted represents an understatement of the problem 
since the extent of offsetting cross-classifications is not 
revealed. 

TABLE VIL4. Value Added by Manufacture in All Canadian Manufacturing 
Establishments Embraced within Foreign-cntroHed Enterprises having Long-term 

Capital Employed in Canada of $1 Million or More, 1961 

Classified by Ratio 
Industry group enterprise/ 

Enterprise Establishment establishment 

millions of dollars 

623 624 1.00 
97 941 1.03 
79 134 0.59 

477 525 0.91 
1,113 1,074 1.04 

567 870 0.65 
118 369 0,32 

Chemicals and allied products 505 494 1.02 

Vegetable products ................. 
Animal products 	.................. 
Textiles 	....................... 

Miscellaneous manufactures ............ 58 831 0.70 

Wood and paper products .............
hon and products .................
Non-ferrous metals ................. 

Sub-total, manufacturing enterprises. . . - 3,637 4,267 0.85 

Non-metallic minerals 	............... 

Manufacturing activity within other enter- 
630 prises2 	....................... 

Total ....................... 4,267 4,267 1.00 

I An amount of $7 million or less is attributed to miscellaneous manufactures rather 
than animal products for reasons of confidentiality. 

2 Mainly petroleum and natural gas, and mining and smelting. 
Source: The Canadian Balance of Intern2tional Payments, 1963, 1964 and 1965 and 

h;r4 	 ( 	 til 	iiv 	(' 	H) 	lii) 	\\ll ( 	\\ II  1 1 	\\ ( 	 \\ I 

\.ji.ii 	Lc tic ot thc 	iiti 'i ic as 
hrtisucai unit, and consequently of Canadian consolida-

tinus of data inputs, the entire investment in Canada of 
a corporation together with its subsidiaries is normally 
attributed to their principal activity. Moreover a corn- 

iny established to provide facilities for a particular 
'ilterprise is normally classified with it. These two 
irinciples have far reaching effects on figures for some 
iriatrial sub-divisions. 

As an example of the first, railway subsidiaries 
cslahlished by mining companies, primarily to provide 
transportation of their output, are included as invest-
ritnt in the category Other mining and smelting in 
pictcence to the railway category. 

tinder the second principle, companies established 
ii cnnection with the leasehack of service station 

prpert ics ar sI'iiwn o itli Petroleum and natural gas,  

irid co:n1:iIlIcs csiahlisiad 	i'uc si'LLtI 	clan 
department store properties are included with Merchan-
dising. 

These examples may serve to alert the careful user 
to the necessity of applying to the data his own knowl-
edge of the corporate structure and output character-
istic of enterprises engaged in the particular group in 
which he may be interested. The direct comparison of 
industrial statistics compiled on the basis of establish-
ments, the normally accepted industrial concept, and 
financial statistics for corporations or enterprises clas-
sified industrially, is not defensible. The complexities of 
industrial organization are such that it would be im-
practicable to identify here all the potential points of 
difficulty which may lie in each industrial sub-division, 
but the principles given above, together with the follow-
ing comment on particular categories and on the major 
cxccptions to thv'sc trutcipic. S1111111d hi' hclpñil. 
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Petroleum and natural gas taken as a whole is 
treated as one industry because of the typically high 
level of integration and of the nature of the statistical 
sources available. Thus there are grouped together enter-
prises whose primary activity may be refining (manu-
facturing), exploration and development (mining), 
pipelines, tankers, and other transportation facilities 
(utilities), and wholesale and retail distribution (mer-
chandising). The group includes some important petro-
chemical activities. These components of the petroleum 
and natural gas industry are, of course, all excluded 
from the categories in which they might otherwise 
have appeared. 

This treatment for petroleum and natural gas 
applies to all series from 1954, and also to United 
States direct investment flows to Canada from 1946 
and to investment position data for foreign investment 
in Canada for 1930, 1945, 1951 and 1953. Previously 
the petroleum and natural gas had been distributed over 
a number of categories: 
Manufacturing of non- 

metallic minerals 	Lubricating oil and greases 
Petroleum refining 

Mining and smelting 	Exploration and production 

Utilities 	 Transportation by ship and 
pipeline (including gas dis-
tribution) 

Merchandising 	 Distributors 

Other 	 Drilling enterprises 

The Manufacturing category as a whole includes 
substantial investment devoted to non-manufacturing 
activities such as the production of power for use 
within the enterprise or even for sale, transportation 
facilities, merchandising, etc. And within the finer 
sub-divisions investment attributed to one heading 
may include substantial amounts more relevant to some 
other manufacturing activity because of the product 
mix of the enterprise. 

The Mining and smelting category is limited to 
native ores, the smelting of alumina, for example, being 
included with manufacturing. It has already been noted 
that the category includes ancillary transportation 
investments, but excludes petroleum and natural gas. 

The separate Railways category covers investments 
in the whole range of activity by the principal railways, 
including their investments in rolling stock production 
and maintenance, ships, airlines, trucking, hotels, tele-
graphs, etc. But railway investments in mining com-
panies have been transferred to the mining and smelting 
group. The railway category, it should be noted, always 
includes foreign investment in funded debt of the 
Canadian National Railways and provincial railways. 
This treatment has its roots deep in Canadian history 
and in the original financing abroad of some of the 
Un d e r akin es 

The same treatment has not, however, been 
generally applied throughout the statistics to other 
categories of public enterprises, and the substantial 
foreign investment in their debentures guaranteed by 
provinces and municipalities is included with invest-
ment in government securities. 

Some special comment is appropriate in respect of 
the category of Other utilities when used in aggregative 
statistics embracing Canadian as well as foreign capital 
and in the ratios of foreign ownership and control. In 
these, exceptionally, the foreign investment includes 
ownership of the debentures associated with public 
enterprises in these fields. The category includes electric 
power production and distribution, telephone, radio and 
television (except for the international service of the 
Canadian Broadcasting Corporation), airlines, shipping 
and trucking not included with railways, international 
bridges and tunnels, ferries, local transit systems, etc., 
whether public or private enterprises. Other items such 
as street lighting systems, waterworks, highways (includ-
ing toll highways), local bridges, canals, in which private 
enterprise has not normally been associated, are ex-
cluded. 

The same general principles apply to other cat-
egories of the aggregative series. Public enterprises such 
as Atomic Energy of Canada Limited, Polysar Limited, 
National Film Board, Eldorado Nuclear Limited, and the 
Northern Ontario Pipe Line Crown Corporation (during 
its life), as well as similar undertakings by other levels 
of government, are inctuded in appropriate industrial 
groups. 

Returnine 	to the izeneral classitkations. the 
Merchandising category includes enterprises engaged 
primarily in that field, and embraces both wholesaling 
and retailing. It ranges from great enterprises whose 
activities extend also into manufacturing, real estate 
ownership, and financing, to small distributing branches 
in Canada of foreign corporations. But even some of 
the latter may engage in assembly operations. The 
category excludes, of course, a great range of merchan-
dising activity carried out by other enterprises, partic 
ularly those classified as manufacturing and as petroleum 
and natural gas. In the tables which cover also Cana-
dian investment, the totals are founded on less satisfac 
tory data than for other sectors because of the multi-
plicity of Canadian firms involved and the significant 
part represented 'v' non-c.rnorate enterprises whic 
has had to be estil'. 

The Financiii . 
trust companies, jiisuiailcc c)1piIlIics aiiii utIii iusi I 

tutions providing financial services, but also real estate 
and holding companies except, as has been indicated 
earlier, those which are associated with investnieic 
and management in a particular industrial 

The category of Other enterprises c .. . 	.'. he 
variety 	of 	activities 	incliidina 	ti)L'LiI 
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services, construction, film distribution, entertainment, 
advertising, hotel operation, cartage, shipping agents, 
stevedoring, geophysical services, etc. 

There is also a sizeable foreign investment in forms 
(or through intermediaries) which preclude inclusion 
with the basic statistics classified industrially, and which 
is accordingly shown in a category of Miscellaneous 
investments described in Part IV. 

In contrast to foreign investment in Canada, direct 
investment abroad by Canadian enterprises has been 
classified industrially on the basis of the principal 
industrial activities of each reporting corporate or non-
corporate unit abroad. Thus, a Canadian enterprise 
coded to the mining industry may, for example, be 
shown to have direct investments abroad in manu-
facturing or financial industries. Due to disclosure 
problems, the variety of industrial classifications applied 
to these investments is somewhat restricted. However, 
in recent years, the amount of industrial detail pub-
lished has tended to increase as the numbers and value 
of direct investments abroad have risen. 

Industry and Sector Balances of Payments 

Although from time to time there is interest in the 
balance of payments of a particular sector or industry 
with the rest of the world, it is generally of a specialized 
and ad hoc nature. While the insights gained from such 
analysis may be of assistance in the development of 
negotiating positions or in the identification of major 
structural changes in a country's balance of payments, 
the construction of sectoral or industrial balance of 
payments statements involves severe statistical problems. 
In a primary sense these derive from the extensive data 
needs which may be generated, e.g., from whom - to 
whom classification of trade data. Further difficulties 
stem from the role of domestic intermediaries in inter-
national trade. And a complete assessment of a sector 
balance of payments would call for a full and detailed 
analysis along input-output lines. Apart from the statis-
tical difficulties involved, there unfortunately exists in 
such analysis a danger that the achievement of balances 
with respect to particular sectors or industries might be 
assumed to be a generally desirable goal of economic 
policy. For these reasons continuing analysis of this 
sort has not ordinarily been undertaken. 

A special case, however, exists with respect to the 
Canada - United States automotive agreement, and the 
available data, suitably qualified, have been published, 
annually since the 1965 -70 issue of The Canadian 
Balance of International Payments. 8  

Largely as a by-product of the common reporting 
system for the International Monetary Fund and the 

8 Catalogue 67-201.  

Organisation for Economic Co-operation and Develop-
ment, a summary of capital movements by sector assets 
and liabilities is produced annually as shown in Table 
VIl.5. 

Area Distrthutions 

Area distributions of a country's balance of inter. 
national payments are found to have a number of uses. 
From a broad analytical point of view, it will be rec-
ognized that a country's balance of payments is in-
fluenced not only by developments and conditions 
within it. Movements in the balance of payments must 
often be related to developments within trading partners, 
for which regional or country distributions are necessary. 
important though this is for ex post facto analysis, it is 
even more significant in attempts to forecast the future 
course of the country's international payments. 

Bilateral balance of payments often play a part 
in international economic and financial negotiations. 
While the logic of the introduction into negotiations of 
bilateral as distinct from multilateral considerations 
may sometimes be disputed, their role cannot be ignored 
in practice. 

When establishing area classifications a number of 
considerations may arise. From what has been said above 
a country will obviously find it useful to identify sep-
arately international transactions with its principal 
trading partners. Other useful groupings of countries 
may be identified. Examples would be economic or 
political grouping (e.g., the European Economic Com-
munity, and the Commonwealth), centrally planned 
economies, currency areas (e.g., the sterling area), or 
groupings by state of development (e.g., developing 
countries), 

in determining groupings the statistician must 
take into consideration the various interests which have 
been mentioned above, but must also face up to a 
number of constraints. A change in geographical clas-
sifications creates a discontinuity which may seriously 
impair the value of the statistical series for many users. 
Some stability is essential. At the same time the statis-
tician must not retain indefinitely a classification whose 
significance has been eroded by changing circumstances. 
His options to publish a wide variety of classifications 
will also be limited. These limitations arise in part from 
the burdens on respondents which might be engendered 
in obtaining a large number of series classified separately 
for a large number of countries. While computer capa-
bility would permit the easy manipulation of these 
data, costly inputs would need to be obtained. Even 
for the limited number of geographic regions in respect 
of which data are presently published, it is frequently 
necessary to make rough and ready allocations. Another 
equally serious constraint lies in the confidentiality 
provisions of the Statistics Act. Publication of extensive 
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TABLE VII.5. Capital Movements 1  Between Canada and Other Countries, 1966 -74 
Summary by Sector Assets and Liabilities 

Sector2  1966 1967 1968 1969 1 	1970 1 	1971 1 1972 1973P 1974P 

billions of dol ars 

Capital movements affecting 
Canada's external assets 

Private: 

- 0.7 - 0.2 - 0.4 - 0.2 	- 0.2 - 0.8 - 0.8 Long term ....................- 0.3 	- 0.5 

Short term 	...................- 0.2 	- 0.1 - 0.2 - 1.3 - 0.5 - 1.8 	- 1.8 - 1.3 + 0.5 

Columbia River Treaty transactions 	 - 	- - - - - 	- - - 

Banking 3 	.....................- 0.2 	- 0.6 - 0.9 - 2.1 - 1.4 + 0.4 	- 1.2 - 3.9 - 1.5 

Provincial and municipal governments - . . 	- 	- - - - - 	- - - 

- - 0.1 - 0.1 - 0.3 	- 0.5 -0.4 -0.7 Government of Canada 	............. - 0.1 	- 

	

Total ...................... - 0.8 	- 	1.2 - 1.8 - 3.7 - 2.4 - 1.9 	- 3.7 - 6.4 - 2.5 

Capital movements affecting 
Canada's external Liabilities 

Private: 

Longterm .................... +1.5 	+1.1 +1.6 +1.7 +1.1 +0.8 	+1.1 +1.1 +0.8 

Shortterm .................... +0.3 	-0.5 -0.7 +0.3 +0.4 +0.1 	- +0,5 +1.1 

Columbia River Treaty transactions 	 . .. 	 - + 0.1 . 	. 	. . 	. 	. . 	. 	. 	. 	. 	. ... 

Banking 3 	..................... - 0.3 	+0.3 +0.6 + 1.7 + 1.2 + 1.0 	+ 1.9 +3.7 +0.4 

Provincial and municipal governments. . . 	+ 0.4 	+ 0.8 + 0.5 + 1.0 + 0.4 + 0.3 	+ 1.2 + 0.6 + 1.7 

Government of Canada 	.............- 0.3 	- + 0.3 - - 0.3 - 	+ 0.2 - -- 

Total 	......................+ 1.6 	+ 1.7 + 2.2 + 4.7 + 2.8 + 2.2 	+ 4.4 + 5.9 + 4.2 

Capital movements affecting 
Canada's net external liabilities 

Private: 

Long term ....................+ 1.1 	+ 0.6 + 0.8 + 1.5 + 0.7 + 0.6 	+ 0.9 + 0.3 - 

- 0.9 - 1.0 - 0.1 - 1.7 	- 1,8 - 0.8 + 1.6 Short term 	...................+ 0.1 	- 0.6 

Columbia River Treaty transactions 	 - 	- + 0.1 - - - 	- - - 

Banking3 	.....................- 0.5 	- 0.4 - 0.3 - 0.4 - 0.2 + 1.4 	+ 0.7 - 0.2 - 0.9 

Provincial and municipal governments. . . 	+ 0.4 	+ 0.8 + 0.5 + 1.0 + 0.4 + 0.3 	+ 1.2 + 0.6 + 1.7 

+ 0.3 - 0.1 - 0.4 - 0.3 	- 0.3 -0.4 - 0.7 

	

Government of Canada.............-  0.4 	- 

	

Total ......................+ 0.8 	+ 0.5 + 0.4 + 1.0 + 0.4 + 0.3 	+ 0.7 - 0.5 + 1.7 

I Excludes allocations of Special Drawing Rights and changes in Canada's net official monetary assets. A minus sign indicates an 
outflow of capital from Canada and a corresponding increase in Canada's external assets or a decrease in external liabilities. 

2 Columbia River Treaty transactions are shown separately because of their special character. (See the description under series D48, 
Columbia River Treaty, in Part IlL) Funded debt of government enterprises is included with the appropriate government sector. 

3 Data for the banking sector include both Canadian and foreign currency items. Because of the existence of substantial foreign 
currency claims on and by other residents of Canada, the net change bears no relationship to the foreign currency position of the banking 
system. 

Note: Data as published in the annual report Catalogue 67.201 for 1973- 1974. 
As figures are individually rounded, totals do not necessarily equal the sum of their component parts. 
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geographical classifications is sometimes precluded as 
it would result in disclosure of the affairs of a single 
respondent. Similarly, the provision of a number of 
different classfications, each of which is in itself legal, 
may between them result in improper disclosure. 

Fortunately in many cases where it is not possible 
to provide full detail of the balance of payments with a 
particular country, the needs of users may be served 
adequately by data covering merchandise transactions. 
As noted in the descriptions of series A 1 and B I in Part 
II, a vast amount of geographical and commodity detail 
in respect of Canada's international trade is available 
in publications of the External Trade Division of Statis-
tics Canada. 

United Kingdom 

the end of the first quarter of 
1968; the rationale for allocat-
ing these gold transactions to 
the bilateral account with 
the United States is set out 
under series A3 in Part II and 
K4 in Part III. Errors and 
omissions balances have been 
wholly allocated to the United 
States account since the end 
of 1952 as described under 
series D82 in Part 111. 

Rest of Sterling Area9 comprised the countries of: 

Balance of Payments 
Regional distributions used in the principal bal-

ance of payments statements may conveniently be 
divided into four periods: 1926-37, 1938- 45, 1946.72, 
and 1973 forward. 

1926-37 - Regional balance of payments esti-
mates for the years 1926 through 1937 are available 
only for: 

United Kingdom 
United States 
All other countries. 

1938-45 - From 1938 through 1945 estimates 
were made for: 

United Kingdom 
Other Commonwealth countries 
tinited States 
Other countries. 

Capital account transactions for these years are 
distinguished only between those with Commonwealth 
and those with other countries. (These groupings were 
carried on to 1948 but the years from 1946 were sub-
sequently revised only on the basis of the new clas-
sification.) 

1946-72 - Principal classifications - From 1946 
thiough 1972 the regional distribution employed was as 
fIlovs: 

iiitcd SLis 	excluding Puerto Rico, the 
Inited States Virgin Islands 

and goods of Central and 
South American origin con-
signed from the United States 
until 1971 (revision of 1975), 
hut including gold production 
available for export and net 
movements of official mon-
ciary holdings of gold until 

the Commonwealth 
United Kingdom depend-

encies 
Burma (from 1948-66) 
Iceland 
Iraq (until 1959) 
Ireland 
Jordan (except for a period 

in 1948-49) 
Kuwait 
Libya (from 1952 -71) 
Rhodesia (until 1965) 
Republic of South Africa 
People's Republic of Yemen. 

Other OECD countries 
in Europe 	comprises: 

Austria 
Belgium and Luxembourg 
Denmark together with 

Greenland 
Federal Republic of Ger-

many 

9 The Sterling Area ("Scheduled Territories" in the 
nomenclature of the United Kingdom exchange control) com-
prised, in addition to the United Kingdom, Australia, State of 
Bahrain, Barbados, Botswana, Ceylon, Cyprus, Fiji, The Gambia, 
Ghana, Guyana, Iceland, India, irish Republic, Jamaica, Hashe-
mite Kingdom of Jordan, Kenya, State of Kuwait, Lesotho, 
Malawi, Malysia, Malta, Mauritius, New Zealand, Nigeria, Pakis-
tan, State of Qatar, Western Samoa, Sierra Leone, Singapore, 
South Africa, South-West Africa (Namibia), Swaziland, Tanzania, 
Tonga, Trinidad and Tobago, Uganda, People's Democratic 
Republic of Yemen, and Zambia, together with all British 
Dominions, Protectorates, Protected States, and Trust Territories 
not previously mentioned. It excluded Canada and Rhodesia. 
The Maldive Islands, Nauru and Oman were administratively 
treated as being within the Sterling Area. Bangladesh was listed 
as a separate Sterling Area territory with effect from February 
Il, 1972. (International Monetary Fund. Twenty-third Annual 
r?eJs)rr 'u hsiliange Rest rutuPN, 1 
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CHART Viii. Geographical Work Sheet Used by the Balance of Payments Division Before 1973 

DEVELOPED COUNTRIES 

Page 1 United 	United 
States I Kingdom 

I 	1 	II 

OECD Europe 

Ill 

I Iceland I 

	

EEC 	EA 	Ireland I 
I 	and I Finland 

I (sterling) I 

	

a 	b 	I 	i 	d 

Australia 
South and New Japan 
Africa Zealand 
terling) (sterling) 

IV I 	V 	I 	VI 

LESS DEVELOPED COUNTRIES - Concluded 

Non-sterling area 

Page 2 	 VIII 

Other 	I Western 	 I 
Middle Caribbean I Western I E 	 Asia 	Oceaniaurope I 	Africa I East Hemisphere 	(OECD) 	 I 

h 	c 	d 	e 	I 	g 

Developed Less developed Centrally International 
countries countries planned and unallocated 

Page 3 1-VI VII and VIII IX x 	 "I 
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CHART Viii. Geographical Work Sheet Used by the Balance of Payments Division Before 1973 

LESS DEVELOPED COUNTRIES 

Sterling area 

VII 

Cabbean 
Other I 	Western Western 

Europe Hemisphere  Africa j 
I Middle 	i 

East 
1 

Asia j 	Oceania 
I 

a b c d e f g 

CENTRALLY PLANNED 	 INTERNATIONAL AND UNALLOCATED 

Ix 	 x 

Other 	 Inter- 

U.S.S.R. 	Yugoslavia 	Eastern I 	Asia 	fmanai 	BIS 	UN 	Un national 
located Europe 	 agencies ) 	 I 

a 	 b 	 c 	 d 	 a 	 b 	 c 	 d 

GRAND 
TOTAL 

United I 	United I OECD Sterling Other 
States Kingdom I I I I 

TOTAL 
I II lila - hId I 	iIIc. IV, V and Vi, IX, X, I 

and VIIIc VIIa-VlIg I 	Villa and Vilib, I 
Vilid-Vilig 
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CHART VI1.2. Geographical Work Sheet Used by the Balance of Payments Division from 1973 

OECD 

United States, 
including Greece, Other Australia 

Page 1 
Puerto Rico 
and United 

United 
Kingdom Other EEC Japan Spain and OFCD and New 

States Virgin Turkey Europe Zealand 
Islands 

Dl D2 D3 D5 L7 D4 

DEVELOPED COUNTRIES 

United States, Other 
including OECD 

Europe 2  Australia 
Page 2 Puerto Rico 

and United 
United 

Kingdom 
Other 
EECI (excluding Japan 	and New 

States Virgin Greece, Zealand 

Islands Spain and 
Turkey) 

Dl D2 D3 D4 D5 D6 

1 Belgiu rn-Luxembourg, Denmark, France, Germany (FR), Ire ian 1 Itak,  and it N lierlait 
2 Austria, Finland, Iceland, Norway, Portugal, Sweden and SviriHtni 

fln \tt!nri;tni .\n iith. 1 titidni and l)l'.tO and VCIIC7tICL 

CENTRALLY PLANNED 	I 

I Page 3 	 U.S.S.R. YugosIavia Other 	Other
Europe 1  I Asia 2  

Cl 	C2 	C3 	C4 

I 	HtILI{. ( 	'I\li 	,1ntI 	1i 	tea'. 	.t .11 	 ill 

INTERNATIONAL FINANCIAL AGENCII 
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CHART V11.2. Geographical Work Sheet Used by the Balance of Payments Division from 1973 

OTHER 

Other Asia and 
Middle East Other Europe Australasia 
(including (including (excluding International  

Other America South Africa Other Africa centrally centrally Australia and 
planned planned and New unallocated 

countries) countries) Zealand) TOTAL 

LlandL2 D7 L3andL4 L5,L6 L8and L9 F I - F 4, 
andC4 Cl-C3 GlandUl 

LESS DEVELOPED COUNtRIES 

Other America Other Africa Other Asia and Middle East 
Greece, Spain 
and Turkey Other 

Europe6 Australasia  
Oil producing Other Oil producing Other Oil producing Other 

(OECD) 
countries 3  countries4  countries 5  

LI 12 L3 L4 L5 L6 L7 L8 L9 

-" Algeria, the Libyan Arab Republic and Nigeria. 
Iran, Iraq, Kuwait, Saudi Arabia, Bahrain, Oman, Qatar, the United Arab Emirates and Indonesia. 
Cytrus, (ibraltar and Malta. 

;OLD --Ft;ALLOCATED 
Developed Less developed Centrally International 
countries countries planned and 

unallocated TOTAL 

(l 	 Ui Dl-D7 L1-L9 Cl-C4 Fl-F4andU4 

2 (huLl \huuLhulld, Nrihu kora. \rth \ictuuauiu ujiul thucr MIII 	liLt. 
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Other OECD countries 
in Europe 	 comprises: 
- Concluded 	Finland (from January 

1969) 
France 
Greece 
Italy 
Netherlands 
Norway 
Portugal 
Spain 
Sweden 
Switzerland 
Turkey. 

OECD countries in Europe which are not included are 
the United Kingdom, which appears separately, and 
Iceland and Ireland, which are included with Rest of 
Sterling Area, and Yugoslavia which is not a full mem-
ber. Other OECD members outside Europe are the 
United States, Australia (since June 1971), Japan 
(since April 1964), New Zealand (since June 1973), and, 
of course, Canada. Prior to 1962 this group formed the 
Organisation for European Economic Co-operation in 
which Canada and the United States held only associate 
memberships. 

All other 	 covers all other countries and 
also international financial 
agencies (unless expressly ex-
cluded). International fInan-
cial agencies covers the Inter-
national Bank for Reconstruc-
tion and Development, the 
International Monetary Fund, 
International Finance Corpo-
ration, the International De-
velopment Corporation, and 
corresponding regional insti-
tutions. Commencing with 
the second quarter of 1968 
movements in official hold-
ings of monetary gold have 
been included in this group. 

When these groupings were established the United 
States and the United Kingdom were Canada's largest 
trading partners, the Sterling Area was a significant 
group in international payments arrangements, and the 
OECD countries in Europe (and the predecessor OEEC) 
represented the association of the principal beneficiaries, 
apart from the United Kingdom, of the European 
Recovery Program, within which was generated the 

F'H:I 	CH 	IHIIIIH Ii!ili\. 

The effects on the statistics of the union of New-
foundland with Canada in 1949 have been described in 
Part VI. 

Other balance of payments classifications - 
Other groupings were used through parts of the 1946-
72 period. 

The IMF-OECD common reporting system for 
Regional Balance of Payments employed a distribution 
comprising, apart from Canada. the following 

United States 
United Kingdom 
European Econolni ( oil000nlI\ t Ucgiuni and nin 

bourg, France, the I cdoial R'ptibli. of (crinaii 
Italy and the Netherland.) 

Greece, Spain and Turkes 
Other OFCD Europe ( \INtna I )ninai d I 

Iceland.  
zerlan 

Japan 
Australia, New Zealand and South \i]Ic:I 

Sino-Soviet area (Albania, Bulgaria, Czechoslovi:. 
Chins Mainland, Germany (Soviet occupation ZoOc). 

Hungary, North Korea, North Vietnam, Out 
I1ongolia, P!::nJ 	I? 	n I 	I S S l. 

Other countries 
International  

tutions 
Unallocated 

It was itt 	)s!L 	Ii 	( 	ii:i: 	I 	.UppI 	Hi 
details in respect of each of  
of the return appears in Appendi\ 

Another regional grouping 	itiatiit atliLd 	5 

much of this period for the distribution of the intel 
national flow of long-term capital arid central govc I 

ment transfer payments. This comprvv 

Developed countnic 
United States 
OECD Firrope. ii 

Japan 
Other 

Developii. . . 
GreeLL 	:,,.I 

A 
A 
I HI' 	H 
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Centrally planned economies: 
U.S.S.R. 
Yugoslavia 
Other Europe 
Asia 

International institutions 

Unallocated. 

A sample of this report will also be found in Appendix 6. 

These do not complete the full array of geo-
graphical information obtained or sought for balance 
of payments and related purposes. There is, for example, 
a more detailed classification employed in the exchange 
of certain information between members of the Bank 
for International Settlements. 

Part V dealing with the survey system reveals the 
limited provision for the geographical allocation of 
data, and suggests the varying degrees of arbitrariness 
required in respect of many types of transactions. In 
some cases transactions are allocated by reference to 
investment position questionnaires which reveal the 
geographical bases of parent companies. In other cases, 
where there occur particularly large transactions whose 
.ippropriate allocation is unclear, specific direct in-
Litliries are made. 

1973 - The principal regional classification used 
in (anada's balance of payments established in the 
tears immediately following the 1939-45 war served 
tor more than a quarter of a century. But its value was 
radually eroded by developments during the period. 

I tic emergence of the European Economic Community 
and the growth in importance internationally of the 
lipanese economy suggested that these should appear 
separately. At the same time the declining importance 
t the sterling area as a group made it no longer essen- 
a! to preserve its identity as a primary group. 

\eLrdingly at the beginning of 1973 the follow. 
ii ia classification was introduced to replace that 
in use since 1945; unfortunately where changes in 
lassification are involved it has not been possible to 
construct earlier estimates on these bases. 
United States' 0  
United Kingdom 
liopean Economic Community, except United 

Kingdom 

tO Includinc Puerto Rico and the United States Virrin 

Other OECD countries 1  1 

Otherl2 

It should be noted that publication of some items 
(G and K) in regional statements is delayed to avoid 
disclosure of the distribution of net official monetary 
movements until tabling in the House of Commons by 
the Minister of Finance of the Annual Report on Opera-
tions of the Exchange Fund Account. 

Charts VII.l and VII.2 provide examples of the 
worksheet distributions used in the later stages of 
compiling some items. Tenable numbers cannot cur-
rently be produced on these bases for all items of the 
current and capital accounts. 

International Investment Position 
The distribution of Canada's international invest-

inent position is both more and less easy than that of 
balance of payments transactions. Where direct invest-
ments are involved and the parent company can be 
traced, as is usually the case, the principal limitation 
lies in the protection of confidential data. Tables 4 and 
17 in Canada's international investment Position, 
1968-1970 13  are examples of fairly extended geo-
graphical distributions. These have been considerably 
enlarged in recent years when the growth in the number 
of enterprises involved has reduced the constraint of 
preserving confidentiality. Unfortunately, the measure-
ment of portfolio capital investment (described in Part 
IV) is not possible with the same degree of detail. 
Getierall speaking, therefore, it has been necessary to 
confine the is ri itions of portfolio capital and of 
total investment to the three broad groups: the United 
Sta'r7thrUriut6ff Kingdom and All other. 

Seasonal Adjustment 

Seasonal adjustment involves removing the seasonal 
variations from the raw data. The residual movement in 
a seasonally adjusted series is attributable only to the 
trend, the cycle and the irregulars. Traditionally, the 
decomposition of a time series into its components: 
trend (1), cycle (C), seasonal variations (S) and irregular 
fluctuations (I) has been done either by the ratio to 
moving averages technique (assuming a multiplicative 
relationship) or by the difference to moving averages 
technique (assuming an additive relationship). Six years 
of data are generally required for satisfactory seasonal 
adjustment. 

11 Including New Zealand (which formally acceded to the 
OECD in May 1973) but excluding Yugoslavia which is not a full 
member. 

12 lncludin2 international and regional financial aeencicc 
I 
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The method most widely applied for seasonal 
adjustment is the quarterly program of the United States 
Bureau of the Census Method II-X-11 variant. This 
program also provides summary measures on the relative 
contributions of components to fluctuations in the 
original series. 

Current account transactions - As there is a pro-
nounced seasonal pattern in many current account series 
it is useful to seasonally adjust them. The current 
account of the balance of payments is available quarterly 
on a seasonally adjusted basis from 1946, with separate 
series for: 

Receipts 	 Payments 

Goods and services: 
Merchandise exports (bal- Merchandise imports (bal-

ance of payments basis) 	ance of payments basis) 
Gold production available 

for export' 
Travel 	 Travel 
Interest and dividends 	Interest and dividends 
Freight and shipping 	Freight and shipping 
Other service receipts 	Other service payments 

Withholding tax 

Transfers: 
Inheritances and migrants' Inheritances and migrants' 

funds 	 funds 
Withholding tax 

Official contributions 

1 This series was terminated from the second quarter 
1968. 

The level of seasonality in the series on personal 
and institutional remittances has been found insufficient 
to warrant seasonally adjusted series. 

The current data sources for seasonally adjusted 
series are listed below. The adjustment for seasonal varia-
tions of exports and imports of goods and services was 
originally carried out in the present Gross National 
Product Division. After this responsibility was assumed 
by the Balance of Payments Division in 1966, the results 
of the computer adjustment were modified by hand. In 
1968, the historical series were re-constructed back to 
1946 mostly on the basis of the multiplicative version of 
the X-1 1 program. 

In 1969 the External Trade Division began to 
produce seasonally adjusted Trade of Canada series. Fol-
lowing a period of separate production of seasonally 
adjusted data by the External Trade and Balance of Pay- 

ments Divisions it was decided to integrate, back to 
1969, the Trade of Canada series into the balance of pay. 
ments estimates. This was done by taking for balance of 
payments purposes the seasonally adjusted Trade of 
Canada series on a quarterly basis and adding the balance 
of payments adjustments to trade (seasonally adjusted 
when appropriate). 

In 1975 it was decided to produce and publish 
monthly trade statistics on a balance of payments basis. 
Initially this involved the direct seasonal adjustment of 
the balance of payments series (i.e., a similar method to 
that existing prior to 1969 for the quarterly data). In 
1977 this was replaced by the method of adding the 
"raw" balance of payments adjustments to the monthly 
seasonally adjusted customs basis series. The series on 
this basis was taken back to 1971. 

In regard to other current account items, more 
discerning tests became available in 1975 which indicated 
that, for almost all of these items, changing from multi-
plicative to the additive seasonal adjustment technique 
would provide significantly better seasonally adjusted 
series. The series were revised back to 1971 on this basis. 
Interest and dividends are seasonally adjusted separately 
and then aggregated while the remaining series are sea-
sonally adjusted without disaggregation. 

The X-1 1 program forecasts seasonal factors one 
year ahead for use in adjustment of current months or 
quarters. It has been the practice to revise each current 
account series seasonally at least twice a year. Once when 
preparing estimates for the quarterly bulletin in which 
revisions are made to figures for previous years (currently 
the first quarter), and secondly when preparing the 
bulletin for the fourth quarter. At that time new seasonal 
adjustment factors for the whole of the current year are 
derived. 

A number of current account series, such as travel 
receipts, are characterized by wide seasonal amplitudes 
or extreme irregulars. Where it is possible to identify 
and qualify the extreme, it is subtracted from the unad. 
justed series and later added back to the adjusted series. 

Charts VII.3 and VIl.4 show the seasonal patterns 
of the main elements of the current account in 1951, 
1961, and 1971. The relatively close correspondence in 
pattern and amplitude of the series for merchandise trade 
and for total current transactions reflects of course the 
great weight of international trade in merchandise. 

The current data sources are as follows: 
For 1946-66, Table 5 of The Canadian Balance of 
International Payments, 1965 to 1970 (Catalogue 
67-201). This table excludes the withholding tax series 
which are, however, available from 1947 seasonally 
adjusted at annual rates in Table 16 of the National 
Income and Expenditure Accounts, Historical Quart-
erly Tables (Catalogue 13-533). 
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Chart VII. 3 

Quarterly Patterns of Principal Current Account Series, 1951, 1961 and 1971 ' 
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Chart VII. 4 

Quarterly Patterns of Principal Current Account Series, 1951, 1961 and 1971 (1) 
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For 1967 -70, Table 5 of The Canadian Balance of 
International Payments, 1972 (Catalogue 67-201). 
From 1971, Table 2 of Quarterly Estimates of the 
Canadian Balance of International Payments (Cata-
logue 67-001). 
The series are maintained on an historically consistent 
basis in CANSIM. 

Capital account transactions - Technical note - 
Studies have been conducted on the desirability of sea-
sonally adjusting the components of the capital account. 
These tests were carried out for the years 1950.70 using 
the United States Bureau of the Census X-1 1 quarterly 
additive adjustment program. The test results led to the 
conclusion that little service would be provided to users 
by publishing the capital account in seasonally adjusted 
form. The seasonally adjusted results for the majority of 
the series were not satisfactory, measured by standard 
tests, and the size of the residual discrepancy between  

the seasonally adjusted current and capital accounts was 
large. 

The following provides a brief overview of some of 
the factors leading to this conclusion. 

A variety of combinations of seasonally adjusted 
components was tested including adjustments of (1) total 
net capital movements, (2) net long-term plus net short-
term capital movements, (3) the sum of individual com-
ponents of the capital account, and (4) a combination of 
those seasonally adjusted capital account items for which 
reasonable seasonal series were obtained plus the re-
mainder of the capital account unadjusted. In each of 
these cases official monetary movements and allocations 
of SDRs have been taken with capital movements. 

For illustrative purposes only, the following repre-
sent the results and by implication the size of the residual 
quarterly balance problem in 1970 using figures current 
at the time the tests were carried out. 

1970 

1. Total net capital movement . . . . . . . . . . . . . 
2. Long-term and short-term capital movements 
3. Sum of individual components of capital account 
4. Combination of seasonally adjusted and un-

adjusted capital series ............... 
5. Current account seasonally adjusted . . . . . . . . 

IV Year 

millions of dollars 

- 189 - 280 — 253 —574 - 1,296 
- 189 - 303 - 224 - 582 - 1,298 
- 109 - 364 - 281 — 538 - 1,292 

- 125 — 394 — 335 — 437 - 1,291 
315 226 21±j_ 545 1,297 

Note: Lines 1 through 4 reflect in additon to capital account series official monetary move-
ments and allocations of Special Drawing Rights. 

The balancing discrepancy is the difference be-
tween the surplus on current account (line 5), and the 
capital outflows recorded in the various seasonally ad-
justed capital account series. Taking line 1 as the best 
series from the standpoint of balancing, the successive 
quarterly discrepancies in 1970 amounted to -$126 
million, 4-$54 million, +$42 million, and +$29 million. 
These could be left in a separate balancing line in the 
published account or allocated to other components of 
the capital account. Neither seemed a particularly 
desirable solution given the size of the first quarter 
discrepancy. 

A review of the 27 individual component series 
which were examined indicated that for seven of them 
seasonal adjustment had an effect of less than $10 mil-
lion in any single quarter in recent years. 

On the basis of the analytical measures provided 
by the X-1 I Q program, only eight series lent them- 

selves to what could be judged to be a satisfactory sea-
sonal adjustment. Three of these, 

Government of Canada subscriptions to international 
investment agencies, 
Repayments of Government of Canada postwar loans, 
and 
Columbia River Treaty transactions 

had adjustments whose dollar magnitude was relatively 
unimportant. 

The remaining live were: 
Direct investment in Canada 
New issues of Canadian bonds 
Retirements of Canadian bonds 
Resident holdings of foreign currency bank balances 
and other short-term funds abroad, and 
Other short-term capital transactions, including errors 
and omissions. 
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(In the series both for direct investment in Canada 
and for new issues of Canadian bonds the contributions 
of irregular fluctuations were larger than those of a 
seasonal character.) 

The study concluded that the most promising 
approach might be to make available, subject to further 
examination of more recent figures, seasonally adjusted 
series for four or five components of the capital account, 
not as part of the overall framework of the balance of 
payments but as supplementary series to assist in analysis. 

Measures of Gross Transactions 

No precise estimates of Canada's gross interna-
tional transactions are available, although their magnitude 
has been indicated elsewhere in this volume to have 
swelled from about $45 billion in 1965 to about $135 
billion in 1974. 

These figures represent the sum of all current 
account transactions, the sum of all estimates of those 
capital transactions which are constructed on a transac-
tions basis, and the sum of all those capital flows (dis-
regarding arithmetic sign) which are derived from changes 
in outstanding balances of short-term claims. They are 
accordingly an indication of what has had to be meas-
ured. They are, however, larger than the total of transac-
tions or exchanges as ordinarily understood because they 
reflect some financial settlements. At the same time they 
are smaller than the sums of the transactions of all of the 
parties involved to the extent that netting of financial 
settlements has occurred. 

Thus if, for example, a non-resident has purchased 
securities in Canada priced at I and paid for them from a 
Canadian dollar bank deposit, the transactions measured 
are: 
Sale of securities ......................... 

Change in Canadian dollar deposits of non-residents 
(-) ................................. 1 
Total...............................2 

If, however, in the same period the purchaser or 
another non-resident in the same statistical area had then 
sold securities in Canada priced at 2, and deposited the 
proceeds in Canadian dollars in Canada, the transactions 
measured would be as follows: 
Sale of securities ......................... 

Purchase of securities (-) ...................2 

Change in Canadian dollar deposits of non-residents 
(-1+2) ............................. 
lotal.............................4 

While the gross international transactions measured 
arithmetically from the statistical presentation would be 
4, it will be clear that there were transactions or ex-
changes as ordinarily understood aggregating 3 (the 
securities transactions), or together with the financial 
settlements fully articulated, 6. 

An alternative perception of the total value of 
transactions may be gained by eliminating from the 
grosses cited above the components arising from D71, 
Non-resident holdings of Canadian dollar deposits, 
D61, Chartered bank net foreign currency position with 
non-residents, D65, Non-bank holdings of short-term 
funds abroad, and D82, "Other" short-term capital 
transactions, as well as J, Allocation of Special Drawing 
Rights and K, Net official monetary movements. The 
exclusions would be based on the assumption that they 
all represent financial settlements. This process yields 
totals of over $15 billion in 1953, over $25 billion in 
1961, nearly $30 billion in 1962, over $75 billion in 
1972 and over $100 billion in 1974. Taking into account 
equivalent amounts of settlements through banking 
transactions, open accounts, cash, etc., these numbers 
would, of course, be doubled. 

Only a small part of Canada's gross international 
transactions directly "cross the exchanges" through the 
interbank foreign exchange market. Some, such as 
official contributions, may take place in kind. Some, 
such as the tax withheld on income paid to non-residents, 
is short-circuited by the paying agents and does not lead 
to an exchange transfer; even in the case of tax on in-
come payable in foreign currency, the amounts if large 
are diverted to the Government's foreign currency 
balances without conversion. Some investment takes 
place in the form of imports or exports of goods and 
services, the provision of which is settled by the issue 
of capital claims. Some amounts paid in Canadian funds 
are not converted. Large amounts of receipts and pay-
ments are offset either in private foreign currency bank 
accounts or in inter-company accounts. But probably 
even more important is the large volume of foreign 
exchange transactions done by customers of banks 
but netted out within the vast network of branches of 
individual banks. Turnover figures for foreign exchange 
markets are not ordinarily available, but figures for the 
domestic interbank market turnover in 1953 and 1961 
were published in 1964 in the report of the Porter 
Commission 14  at which time it was indicated that 
this market was the main centre for the banks' ex-
change transactions. In 1953 and 1961 outright trans-
actions through the Canadian interbank market ag-
gregated only $1.2 billion and $1.8 billion respectively. 
Including also transactions in swaps between banks, 
which would undoubtedly involve interbank adjustments 
with respect to term, the totals rise only to $1 .5 billion 
and $3.0 bithon, still representing only a small part of 
gross international transactions however measured. 

14 Report of the Royal commission on Ba'iAig and 
/manr (hjn' l'nnti. ()tana. 1961 pp. 295 and 
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Measures of Transactions in Goods and Services at 
Constant Prices 

Estimates of the balance of payments are almost 
always expressed in current dollars, although price 
factors are taken into consideration in some balance of 
payments analysis, particularly that relating to the terms 
of trade or to exchange rate variations. Only those 
economic constructs which are based on commodity or 
service flows are capable of being expressed meaningfully 
in terms which reflect changes in their quantity. For the 
purpose of analysis of Gross National Product, estimates 
are made in constant dollar terms of both exports and 
imports of goods and services. These measures are 
described in Chapter 9 of A Guide to the National 
Income and Expenditure Accounts.' 5  They are por-
trayed in Chart VII.5. 

Measures of Undistributed Earnings 

The accrual to non-residents of undistributed 
earnings on foreign investments in Canada, and the 
accrual to Canadian residents of undistributed earnings 
on Canadian investment abroad, are both reflected in 
estimates of Canada's international investment position. 
This is not the case, however, with respect to the Cana-
dian balance of international payments, which as cur-
rently constructed reflects only actual distributions 
of income as described under series A15 and B15 in 
Part II. However, a good case can be developed that 
the substitution of earnings accruing to foreign share-
holders, at least insofar as direct investments are con-
cerned, would represent a useful extension of the 
balance of payments. 

Estimates of corporation earnings attributable 
to non-resident investment in Canada and Canadian 
investment abroad would also be useful for a number 
of other types of analysis, including studies of rates 
of return and the identification of important sources 
of the growth of international investment. But the 
primary impetus probably rests with the extension 
which it would permit within the balance of payments 
and the national income accounts. This is the position 
adapted by the International Monetary Fund. 

The undistributed earnings of direct investment 
enterprises form a special case of imputed trans-
actions. The income of branches of such enterprises 
located in countries other than that of the parent 
enterprise is included in the balance of payments. 
This is necessary, whether or not there is an actual 
transfer of the earnings from country to country, 
because earnings of branches automatically accrue 
to their parents. They represent an internal transfer 
within a single decision-making unit, and no formal 
act of distribution can be distinguished by which 
the earnings become the property of the head office. 

C 	 t I  

On the other hand, earnings of subsidiaries and other 
direct investment corporations are formally distribu-
ted to their stockholders. Yet the difference between 
a branch and such a corporation often has little 
economic significance. A parent company, or an 
organized group of stockholders, can usually control 
the distribution of dividends, thus deciding the 
amount of earnings that is to be retained in the enter-
prise. For this reason, this Manual provides for in-
cluding in the balance of payments all income on 
direct investment . . . whether or not distributed. 
The undistributed earnings of direct investment 
corporations are offset by entries in the capital ac-
count. Such earnings are often an important source 
of new investment and their exclusion might seriously 
understate the influence of direct investment on the 
international economic situation of many countries. 1 6  

Changes in the undistributed earnings of corporate 
direct investment enterprises should be attributed 
to the holders of the common stock. Total undistri-
buted earnings of a corporation should be prorated 
between residents and nonresidents on the basis of 
the percentage of common stock owned by each 
group... 17 

The United Nations Manual,A System of National 
Accounts, reflects some ambiguity. Initially it notes: 

The net income of the resident enterprises in question, 
adjusted for any part which is in fact retained, should 
be transferred to the rest of the world if their parent 
enterprise is a resident unit of another country.' 8 

but later there is an indication that what is contemplated 
is an allocation of net income prorated on the basis of 
ownership. 

Despite the recommendations of the International 
Monetary Fund some major countries including Canada, 
and until 1978 the United States, have not been able to 
adopt the treatment in their currently published data. 

The conceptual considerations are far from simple. 
The current sectoring of the national accounts regards as 
savings of the corporate sector all earnings which remain 
undistributed. Is the national boundary in no way dif-
ferent from the boundaries between domestic sectors 
of the economy? Does the existence of a controlling 
owner warrant a departure from the general treatment 
of savings? Does the rest of the world differ in any 
way from other sectors? (In the national accounts inter-
est on the public debt paid to Canadian residents is 
regarded as a transfer payment and excluded from 
national income, but that paid to non-residents is 

16 IMF Balance of Payments Manual, Third Edition 
(1961), paragraph 24. 

17 Ibid.. paragraph 385. 
18 United Nations. Studies in Methods, Series F, No. 2, 

Rev. 3. .4 Svttem of Votiona! Accounts. New York. l68, 
0 r jI f 
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regarded as a charge against domestic production.) 
Is the accrual of earnings on foreign direct investments 
part of the return to foreign factors of production? 

Inclusion in the current account of the net earn-
ings accruing on international investment, rather than 
only those amounts which are actually distributed, 
would make the balance on goods and services a more 
complete measure of the contribution of foreign 
factors of production. Moreover, it would avoid occa-
ional large and erratic swings in the balance having 

only a marginal relationship to the activities and condi-
tions of the period, and which indeed may reflect no 
more than internal accounting arrangements. Sporadic 
transactions of this type have on occasion created 
serious concern on the part of producers of the statis-
tics, since marginal changes in gross national product 
or the current account balance may receive attention 
far beyond their inherent significance. The explanations 
which may be offered are frequently constrained by 
considerations of confidentiality. Substitution of earn-
ogs for distributions would bring both the current ac-
count of the balance of payments and the national 
income and expenditure accounts closer to current 
activity. 

It may be argued by purists that the same treat-
mont should extend to all forms of investment income. 
On the other hand it may be hypothesized that, while 
direct investors are generally in a position to determine 
the dividend policies of subsidiaries, portfolio investors 
ire not. A more pragmatic reason for confming the 
measures to direct investment may be found in the 
difficulties and cost of estimating the earnings generated 
on portfolio investments, ownership of which is cons-
tantly shifting. In any event, income on portfolio in-
estment is not subject to the wide fluctuations in the 

liming of transfers characteristic of direct investments; 
variety of reasons for this were developed in the 

discussion of the income account under series A15 
and B15 in Part II. Accordingly the treatment is less 
tgnificant in the case of income on portfolio invest-

ment than on direct investment. 

The IMF standards call for the recording of 
carnings of direct investment enterprises net of the 
taxes on income payable to the country in which the 
direct investment is located. Losses are to be offset 
.igainst earnings. Under the standards, earnings should 
"in principle" be recorded net of provision for the de-
pletion of natural resources as well as for depreciation, 
and should be adjusted to exclude any windfall gains 
or losses.' 9  

The standards fit the concepts of income used in 
n•lt)nal accounting which focuses on economic pro-
iliiction, as distinct from the balance of payments which 
relates more closely to financial flows and financial 

it 	iIrit 	's.'. :'cl .iiid  

accounting concepts. No problems arise with respect to 
domestic taxation 20  or depreciation. These entries 
will be clearly recognized as domestic costs or pro-
visions of the direct investment enterprise. Similarly 
there is no problem (for the statistician at least) in 
losses, which may appropriately be treated as negative 
earnings. Windfall gains and losses may reasonably be 
thought of as capital rather than current flows, akin 
to capital gains. But depletion presents a problem in 
the cross-over between the basic foci of the two sets 
of accounting frames. 

Depletion 
It is necessary first to establish what is meant 

by depletion. In Canadian corporate terminology the 
term may apply to either of two separate and distinct 
measures. 

One, which may be identified as depletion for 
book purposes, relates to the provision made within 
the accounts of a corporation, in estimating profits, 
to write off the cost to it of acquiring and putting 
into production a natural resource property. 

The other, which may be identified as depletion 
for tax purposes, describes the allowances which may 
be claimed under income tax legislation by operators 
of natural resource properties. It may bear no relation-
ship to depletion for book purposes. It is simply a 
component in the calculation of taxable income which 
does not enter a company's calculation of its book 
profits. In Canada, corporation profits included in the 
national accounts are derived from the accounting 
records of corporations rather than their tax returns. 
Depletion for tax purposes is relevant to the national 
accounts only insofar as it affects the taxation of these 
profits. 

Since the national accounts are concerned with 
economic production, discoveries of new natural re-
sources are not capitalized in them, nor is the exhaustion 
of natural resources a charge against national income. 
For this reason corporation profits as used in national 
accounting are struck before any provision for depletion 
of these resources. 

The treatment of natural resources and their 
depletion in the balance of payments is necessarily 
different. An international movement of funds for the 
acquisition of a resource property clearly constitutes 
a capital transaction. Its effect cannot be ignored. The 
change in international monetary assets involved in the 
acquisition must be accounted for. 

The value of a resource property essentially takes 
the form of a wasting asset. The yield to the investor 

20 Withholding taxes are covered, however, in series A38 
and P27. 
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is net of the cost of capital consumed during the pro-
ductive life of the property. The depletion for book 
purposes, by which the consumption of the wasting 
asset is recognized, represents a source of funds, a 
"non-cash outlay", like any other source. These funds 
may be used for any domestic purpose or may be paid 
abroad as repatriation of the capital originally supplied 
for the purchase. 

The statistical treatment may be illustrated by an 
example. 

Period I - A non-resident buys from a resident, 
for $1,000, an undeveloped resource property located 
in the country of residence of the vendor. 

Period I + 1 - The non-resident incorporates a 
company in the jurisdiction where his asset is located, 
to hold the asset. He provides to the company $2,000, 
all of which is spent for labour on development of the 
property. This is capitalized on the books of the com-
pany. 

Period I + 2 - The company produces $10,000 
of ore, all of which is exported. This completely de-
pletes the ore body. The operating production costs 
of $5,000 all represent wages. No further funds are 
required from the owner. The depleted property has 
no residual value. No dividends are paid. 

The company would calculate the profit on its 
books as follows: 

Sales . . . . . . . . . . . . . . . . . . . . . . . 	 $10,000 

Less: 
Operating costs................$5,000 
Depletion of ore body ...........1,000 
Amortization of development costs . 2,000 8,000 

Net income before taxes 	 2,000 

Corporation taxes, say 	 400 

Net after-tax earnings............. 1,600 

The company's balance sheet at the end of Period 
T + 2 would be 

Assets 	 Liabilities and shareholders' 
equity 

Land...........$1,000 

Development costs. . 2,000 
3,000 

Less depletion and 
amortization . . . . . 3,000 	0 

Cash . . . . . . . . . . . 	$4,600 
4,600 

Shareholders' equity: 
Paid in capital .... $3,000 
Undistributed 
earnings ....... 	I ,600 

Period I + 3 - The Canadian company is wound 
up and its assets distributed. A zero rate of withholding 
tax is assumed. 

The national accounts, as currently constructed, 
would reflect these activities as follows: 
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T 1+1  J 	T+2 I 	T+3 I 	Total 

dollars 

Gross National Product 

Wages ........................... 2,000 5,000 7,000 

Corporation profits before taxes and provision for 
depletion of ore body 3,000 3,000 

Dividends paid to non-residents - 1,600 - 1,600 

Capital consumption allowances 2,000 2,000 

..... 

0 2,000 10,000 - 1,600 10,400 

Gross National Expenditure 

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

Gross fixed capital formation ............. 2,000 2,000 

Exports of goods and services 10,000 10,000 

Imports of goods and services 

..... 

- 1,600 - 1,600 
Total .............................. 2,000 10,000 - 1,600 10,400 

The reflections of the transactions in the balance 
of payments would currently be as follows: 

Total 

dollars 

Current account 

10 ,00]  

I ividend payments ................... 

	

0 	0 	10,04) 

(apital account and monetary movements 

I ic 	investment .....................1,000 	2,000 

	

I xc Range settlements..................1,000 	- 2,000 	10,00] 

It earn ngs on a book basis, rather than income 
disti It)UtlOnS, were reflected in the balance of payments, 
the results weuld he as follows: 

10,000 

- 1,600 - 1,600 
- 1,600 - 8,400 

- 3,000 	0 

4,600 - 8,400 

I 	T+l 	1+2 	T + 3 	Total 

dollars 

Current account 

	

\prt' ....................................10,000 	10,000 

niisc ...................................- 	1,600 	- 1,600 
Foal.. 	 0 	0 	8.400 	0 	8,400 

liii tal iccoLInt and fl netarv niuveflien ts 

	

Investment .................... ...1,000 	2,000 	1,600 	-4,600 	0 

	

cIiangc settlements ................. .- 1,000 - 2,000 - 10,000 	4,600 - 8,400 
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It will be noted that in both presentations of the 
balance of payments the direct investment inflows are 
fully reversed over the full period, reflecting the absence 
of either a capital gain or a capital loss on the operation. 
(The effect in the example of recording the full earnings 
is minimal because of the rather extreme assumption 
that the earnings were fully distributed in the period 
immediately following that in which they were gene-
rated. But even under these circumstances the effect 
of the second method is to record the return to non-
resident factors of production in the particular period 
in which it was earned.) 

But, in the estimates of Gross National Product, 
it will be seen that the activity appears to have given 
rise to net corporation profits before taxes, less divi-
dends paid to non-residents, of $1,400. This includes 
$400, by way of transfer, of corporation taxes but the 
remaining $1,000 is an arithmetical but apparently 
artificial consequence of the different treatment of 
depletion in the national accounts and the balance 
of payments. To resolve this difficulty, by adding back 
in the balance of payments as earnings and as direct 
investment the entry of $1,000 in respect of the original 
depletion, would overstate direct investment in the 
balance of payments as it would leave a net accunti!-
lated direct investment inflow of $1,000 while as ve 

have seen the capital withdrawn was equal to that 
introduced. 

Given the desire of users for symmetry in the 
goods and services component of the balance of pay- 
inert 	ii 	01 at 	wliicl 	I 	I I 	I In 	, 11 1 	1e r I  

expenditure, it is possible to follow the national income 
definitions for goods and services while retaining the 
balance of payments concepts of the current and capital 
accounts by incorporating current account entries 
recording receipt of a capital transfer equivalent to the 
amount of recorded depletion. 

The logic of the treatment is relatively simple. 
Under normal accounting practice, when acquisitions 
of natural resources such as ore bodies involve a fi-
nancial outlay, they are capitalized and subsequently 
written down through provisions for depletion deducted 
from earnings. Under national accounting concepts. 
discoveries of natural resources are not regarded as  
capital formation. Accordingly those accounts cannot 
articulate depletion, as such, and what is recorded 
depletion under normal accounting practices is regarded 
as part of corporation profits. In order to preserve the 
integrity of both accounting systems, if earnings before 
depletion are to be regarded as income in the balance 
of payments, provisions for depletion of natural re 
sources (which involve no quid pro quo in a national 
accounting sense) must he regarded as capital transfcr, 
eitlttn ilte 	itei: neLl!: 

It th: I itceilIlent 	\\C1e 	Ie ned ill ide c\aiilpie. 
it would aflect the pro jornw for the national account 
by increasing in Period I + 3 the income transfers in 
non-residents and imports of goods and services front 
$1,600-$2,600. This would eliminate the anomaly oi 
a SI .001) cited earlier. The balance of payments on titi 

dollars 

Exports 	......................... 
Earnings ......................... 
Sub-total goods and services ............ 

Capital transfers (depletion offset) .......... 
Total ......................... 

10,000 10,00' 

- 2,600 - 2,6n 
7,400 7,40n 

1,000 1,00 

8,400 0 8,40(1 0 
	

0 

viously. Data for the capital account and monetary 
movements would be unchanged. 

Withholding Tax 
The articulation within the balance of payments 

of full earnings accruing to foreign direct investments 
would also create some problems in the recording of 
withholding tax. The earnings themselves are, of course, 
potentially subject to withholding tax on distribution. 
T. -  tti 	.' 	id 	•1-im 	 I 	. 

are withdrawn no withholding tax is payable and tic 
funds remain available for use. Since withholding ta 
would only be known at the time of distribution. 
earnings taken into the current account during tin 
period in which a distribution occurred would be r. 
duced by the amount of the tax paid on the distribution 
notwithstanding the fact that the earnings distribute,  
might have been generated in earlier periods. An inc 
dental effect would be that the correlation betwec 
the income account and withholding taxes would b.. 

:. 	 '-• 	 i' 	 l 	 -' 	 II -.. 	I,-- 	't- 	pen 
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Estimation of Undistributed Earnings 
Following these rather theoretical observations, 

let us turn to the data which are available. 

Estimates of the annual changes in global undistri-
huted earnings accruing on foreign direct investment 
in Canada were first constructed on a continuous basis 
in the early 1950's. For the years 1946 through 1973 
they will be found in Table 15 in Canada's International 
Investment Position, 1971 . 1973 (Catalogue 67-002). 
litese series were rather rudimentary. They were derived 
residually by eliminating from changes in the book 
value of foreign direct investments in Canada, des-
cribed in Part IV, all those elements which can be 
identified other than undistributed earnings. 

F ssentially the general process involves the follow-
Inc steps: 
(a) Calculation of the annual change in book value of 

foreign direct investment in Canada. 
(h) Identification of the net capital movements af -

fecting this investment viz., the relevant elements 
of the following series: 
1)21 Direct investment in Canada 
1)25 Direct investment abroad (reduction 

of investment in Canada) 
1)30 and D31 Trade in outstanding securities 
1)32 and D33 New 	issues 	and 	retirements 	of 

securities 
1)50 Long-term loans, net. 

c \djustment of the totals arrived at in item (b) to 
reflect the following other factors in the change, 
to the extent they are identifiable: 

(1) Reclassifications or transfers of companies from 
or to the direct investment category where the 
(jill impact of the change is not reflected in a 
capital movement already measured. 

(ii) Revaluations resulting from the sale or acquisi. 
tion (if assets. 

(iii) Revaluations of item (b) series D30 and D31 
from approximate transaction values to book 
value of equity in Canada, based on large shifts 
of recorded ownership. 

I l)ifferences between the book values and the 
transaction values in Canadian dollars of new 
issues of bonds. 

(vI Leverage effects on the geographical distri-
butions of the book value of issued and out-
.tanding shares caused by new issues. 

(vi) Migration, inheritances and other contributions. 

cdl ihe differences between item (a) and the aggregate 
of items (b) and (c) are taken as a measure of the 
increase of undistributed earnings in Canada on 
treign direct investments, subject to some hand- 

smoothing in the financial sector to reduce distor. 
tions arising from the use, within some book value 
series, of market values. 

This description is necessarily incomplete in a 
number of respects. As one example, the kaleidoscopic 
changes which have become characteristic of corporate 
structure on occasion give rise to distortions in the 
series derived by the standard process, requiring further 
adjustment. 

It will be clear that not all the relevant factors 
can be identified nor in the case of those identified can 
all be measured accurately. The results are, however, 
judged to be reasonably satisfactory. 

Surplus accounts may comprise a mix of earned 
surplus and contributed capital (including revaluations 
and similar elements). When the estimates were first 
made, the basic questionnaires used to measure foreign 
direct investment provided no detail of them. The 
surveys were extended in 1959 to identify specifically 
consolidated balance sheet figures for undistributed 
earnings, and later to provide the more complete sum-
mary now found in Part Ill of the 13P-52, Geographical 
distribution of ownership capital.2 I 

Special analyses of changes in the earned surplus 
accounts of foreign direct investment enterprises 
accruing to direct investors were carried out for the 
years 1960 and 1961. Annual changes in the consoli. 
dated balances of undistributed earnings, company by 
company, were adjusted to eliminate the undistributed 
earnings held by subsidiaries outside Canada. This 
adjustment was derived through an involved company. 
by-company process somewhat akin to that described 
above for the method used to estimate undistributed 
earnings on foreign direct investment in Canada since 
1946, although the process was much more complex. 
To the adjusted figure for undistributed earnings in 
Canada there was then applied, company by company, 
a factor to determine the proportion accruing to resi-
dents of the country in which control was deemed to 
lie, after taking into account the changes in ownership 
during the course of the year. 

This direct approach was in principle greatly 
superior to the residual method. It provided some 
detail on industrial and geographic distribution. More 
important, however, it yielded results comparable to 
those which had been derived residually. The results 
will be found in Statement 12C, Estimated Undistri-
buted Earnings on Foreign Direct Investment in Canada, 
Classified by Industry and Country, 1960 and 1961, 
published in The Canadian Balance of International 
Payments, 1961 and 1962, and International Investment 
Position (Catalogue 67-201). 

21 Reproduced in Part V. 
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Both the methods employed in arriving at es-
timates of undistributed earnings on foreign direct 
investments in Canada have been applied to derive 
estimates of undistributed earnings on Canadian direct 
investments abroad. Among the difficulties encountered 
were the problem of identifying and eliminating that 
part of changes in the book value of Canadian direct 
investment abroad which arose from the incorporation 
in the basic data of changes in exchange rates, the 
relative scarcity of information about major accounting 
discontinuities which, of course, lie in this case in 
accounting records of non-Canadian corporations, and 
an unusually large concentration of Canadian direct 
investment abroad in areas of activity where fiscal 
years have not coincided with calendar years. The 
results were so erratic as to be of little use although 
rough estimates have been used in the construction 
of the ratios for foreign financing of Canadian invest-
ment described later in this Part. 

No estimates have yet been made of the quarterly 
distribution of undistributed earnings on direct invest-
ments. At the time of writing, resource constraints 
have necessitated the indefinite suspension of efforts 
to link ownership factors with samples used in the 
construction of the general quarterly corporation 
series prepared in the Business Finance Division of 
Statistics Canada, with the ultimate objective of ob-
taining quarterly series of earnings and undistributed 
earnings on foreign direct investments in Canada. Cor-
responding series in respect of Canadian direct invest-
ments abroad would have required the institution of 
a new survey. Until time series for undistributed earnings 
in respect both of foreign direct investments in Canada 
and of Canadian direct investments abroad are available 
regularly on a quarterly basis, such data as are available 
should be regarded as supplementary information. 
Among the factors which will then have to be given 
consideration are the consequences of introducing an 
historical discontinuity into key series, as well as the 
increased gap between Canadian data and those of 
important trading partners if the corresponding treat-
ments were not adopted by them. 

Measures of Ownership and Control 

Concepts and methodology 
The existence of statistics of the book value of 

long-term foreign investment in Canada, whose cons-
truction has been described in Part IV, led to a need 
for background against which they could be seen in 
some perspective. 

Accordingly, estimates of the book value of all 
long-term investment in Canada, Canadian and foreign 
owned, corresponding to the measures used in the 
investment position series have been developed wherever 
possible. It is from the combination of the two that 
ratios of the foreign ownership and of foreign control  

of the long-term capital employed in specified industries 
in Canada are established. 

Estimates of satisfactory aggregative book value 
series of all long-term capital invested in Canadian 
industry present considerable statistical difficulty. 
They are possible for only some industrial subdivisions, 
because of problems inherent in using corporate fi-
nancial data originating from a variety of sources. The 
ratios which have been developed may lead to exag-
gerated notions of the overall weight of foreign invest-
ment since they do not extend to some important parts 
of Canada's national wealth which are predominantly 
Canadian owned and controlled such as investments 
in agriculture and social capital, and other kinds of 
personal property. Nor of course do they take into 
account Canadian investments abroad. 

Briefly, while estimates of foreign investment 
are based largely on the ownership of the capital struc-
ture reflected on consolidated balance sheets of enter-
prises classified according to the principal activity 
pursued, the primary source available for estimating 
the comparable aggregate capital values of Canadian 
industries are the summations of unconsolidated balance 
sheets of companies found in Corporation Financial 
Statisrics22 and its predecessor series Taxation Statistics 
published by the Department of National Revenue. 
These are classified according to the principal activity 
of the individual company rather than of the enterprise 
of which it may form part. Additional problems of 
comparability arise from variations in accounting prac-
tices and in reporting dates, and from the inclusion or 
exclusion in the two sets of aggregates of non-corporate 
enterprises, Crown corporations, and foreign branches 
and subsidiaries. These necessitate a number of adjust-
ments in order to provide as satisfactory as possible 
a statistical basis for comparison. The balance of this 
section is devoted to a more detailed description of 
some of the problems and of their treatment. 

For many years past the Balance of Payments 
Division has made estimates of the book value of the 
aggregate long-term investment in selected Canadian 
industries, for comparison with corresponding values 
of foreign investment in Canada compiled within the 
Division. These figures are in turn the basis of estimated 
percentages of the industries owned or controlled by 
non-residents. Considerable difficulty is experienced 
in producing them. In developing the method account 
has been taken of changing sources of information 
and forms of presentation over the period covered. 
Comparability of results has been preserved as far as 
possible. While the data are approximations arrived 
at through the combination of a number of series 
whose coverage and comparability may in some cases 
be open to question, the results are nevertheless con- 

22 Catalogue 61-207. 
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sidered to be useful to assess the relative positions 
of domestic and foreign capital in some areas of the 
economy and the changes in these over time. 

Most of the data used are derived from the liability 
side of balance sheets. Foreign investment takes the 
form largely of ownership of the equity in, or claims on, 
corporations. The measures of total Canadian and 
foreign investment in Canadian industry are accordingly 
silnhlarl\ derived. 

In the postwar years the aggregate series have 
nude extensive use of the summations of balance sheets 
published annually by the Department of National 
Revenue for the years from 1944 through 1964 23  
and thereafter by Statistics Canada. 24  As the aggregative 
estimates of total Canadian and foreign long-term 
investment require the interrelationship of these data, 
the investment positic>n survey results, and other 
sources, they cannot be produced as currently as statis-
ic of international investment. 

I Ile balance sheet figures are not ideal for es-
iiiiatuI total values of selected Canadian industries 

coniparable to the foreign investment records. Corpora-
tions are not permitted to file consolidated reports 
with their tax returns, while consolidated balance 
sheets are used wherever possible in the records of 
international investment. The process of consolidation 
eliminates entries between the members of an enterprise 
or family of companies. Thus a loan from one member 
of the group to another will not appear in a consolidated 
statement, but it will appear on the balance sheets of 
both the lender and borrower, and if these are summed 
rather than consolidated, the total capitalization will 
reflect them twice. One of the first problems encoun-
tered therefore is to convert the summations of balance 
hcets to a corresponding consolidated balance sheet 

has is 

I or this purpose the general procedure is to 
tol:Ii the items of funded debt, other long-term debt, 
capital stock, and surplus less deficit, and to subtract 
from the total the investment in securities and in affil-
iates. The result will approximate the book value 
approach used in the international investment statistics, 
although it will be understated through the elimination 
of certain elements such as obligations of the non-
corporate sector. It will exclude all investment in foreign 
subsidiaries. Where the enterprise involves a Canadian 
holding company classified as such in Corporation 
17nancial Statistics its foreign subsidiaries are not 
reflected in the industrial groups used in the series. 
Where an operating company has a foreign subsidiary, 
it will have been eliminated from the aggregate value 

23 Taxation Statistics. Department of National Revenue, 
ottawa. (For earlier years the "capital employed" series des-
rjbed in the earlier note on the basis of valuations were avail- 

Ic. 
21  

through the deduction of the investment in all affiliates. 
(This does not apply, however, to unincorporated 
branches abroad, but these fortunately are not large 
in relation to the magnitudes under discussion.) 

Subject to the exceptions mentioned in the 
preceding paragraph, which are probably of relatively 
limited significance, the broad aggregate series are 
similar although there may be a difference in their 
timing. The balance sheet data published in Corporation 
Financial Statistics cover all fiscal years ending within 
a calendar year. The international investment statistics 
on the other hand are based on the calendar year-end 
or the fiscal year-end falling between April 1 of the 
year and March 31 of the next year. 

The differing stages of consolidation and classi-
fication used in the compilation of Corporation Finan-
cial Statistics and of the records of international invest-
ment create other problems, but these affect the totals 
less in the case of broad industrial groups than of finer 
subdivisions where there is greater danger of lack of 
comparability. In the statistics of international invest-
ment the entire enterprise is normally allocated indus-
trially on the basis of its principal activity. Because 
the balance sheets used in Corporation Financial Statis-
tics are unconsolidated, if there is more than one firm 
in the enterprise the aggregate book value (as adjusted) 
may be spread over a number of classifications in the 
latter series. A somewhat similar problem arises in 
respect of industrial holding companies classified in 
the finance group. This group is not used in the cons-
truction of the aggregate value series, as Canadian 
subsidiaries will themselves appear elsewhere in Corpora-
tion Financial Statistics. To the extent, however, that 
the holding company itself may have assets other than 
its investments in operating subsidiaries which differ 
significantly in amount from its own short-term lia-
bilities, this capital will not appear in the aggregate 
series. It is not possible as a general rule to overcome 
these problems other than through the overall adjust-
ments mentioned later, although occasionally it has been 
apparent from a comparison of the material that an 
entire enterprise has been classified differently in the 
two series and specific corrections have then been made. 

Further adjustments are made to the adjusted 
consolidated balance sheet data, for example, for a 
number of Crown corporations and other classes of 
investment when not included in Corporation Financial 
Statistics. The estimation of some of these items is 
complicated and involves a considerable amount of 
research. The figures are increased where appropriate, 
on the basis of available data, to allow for investment 
represented by individual ownerships, partnerships 
and cooperatives. An adjustment is made in the case 
of unincorporated branches in Canada of foreign petro-
leum companies where the basis of reporting for the 
investment position series leads to figures significantly 
Ijielier than those deri'c! rroin balance slicet snilces 
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In the case of public utilities other than railways, ad-
ditions are made in respect of government and municipal 
enterprises, either on the basis of balance sheet data 
or of relevant funded debt where balance sheet values 
are not available. (The figures of foreign investment 
used in relation to these series are consequently larger 
than those generally shown for investment in other 
utilities by reason of the inclusion for this purpose only 
of related foreign-owned funded debt of governments 
or municipalities.) 

Figures for the total value of investment in rail-
ways and in merchandising do not make use of Corpora-
tion Financial Statistics. The railway figure is compiled 
independently using the investment position records, 
which cover most of the industry, and other sources to 
produce more directly comparable series than are 
generally possible. The figure for merchandising is 
also an independent estimate since the non-corporate 
component is relatively more important for it than 
for other measured sectors, but the estimates are 
founded on less satisfactory data than for other series 
and must be regarded as illustrating broad relative 
magnitudes only. 

In compiling the aggregate data for some sub-
classifications it has been apparent that in certain cases 
a differing classification either of an enterprise as a 
whole or of major component firms has invalidated 
direct comparison with the investment position records. 
This type of disparity tends to arise particularly in 
industry sub-classifications where vertical integration 
or ancillary activities of the corporations are both 
common and significant. In such cases where the total 
domestic and foreign capital (by type) invested in 
companies covered in the investment position record 
(which does not purport to cover wholly Canadian-
owned firms) is larger, and where it appears that this 
record of companies in which foreign capital is invested 
would cover most of the field, the aggregate value series 
are adjusted upwards. 

Figures of total capital for selected industries 
for 1926, 1930 and 1939 were derived from "capital 
employed" statistics available for most industries from 
annual returns to the bureau until their discontinuance 
after 1943. 

The book value series which are used reflect land, 
inventories, and net financial working capital in addition 
to the net stock of capital represented by expenditure 
on construction, machinery and equipment; for this 
reason and because of varying methods of reflecting 
capital consumption and changes in price levels, they 
are not directly comparable with other estimates of 
capital formation and of the stock of capital.  

represent the broad area of Canadian industry and 
commerce. But there are other broad areas of investment 
in Canada which cannot currently be measured in this 
manner. Consequently the published ratios of ownership 
and control are not representative of the ownership 
and control of the national wealth of Canada which 
would include also such forms of assets as social in-
vestment in schools, hospitals, roads, etc., as well as in 
agriculture and residential real estate. As some indication 
of the magnitude, it may be noted that the net stock of 
social capital (government, housing and institutions) 
exceeds that of industrial capital (including agriculture). 
These forms of investment are almost exclusively Cana-
dian. And there are still other important areas of Cana-
dian wealth such as Canada's external investments, not 
to mention the significant savings represented by owner-
ship of automobiles and other durables, non-industrial 
land and such intangible social investment as education. 

Data - Estimates have been made of the book 
value of capital in selected Canadian industries at various 
year-ends between 1926 and 1973. 25  The totals are 
divided to show separately resident-owned and non-
resident-owned capital, with a separate sub-division 
for United States-owned investment, and totals of 
Canadian and foreign investment in enterprises con-
trolled outside Canada as a whole and in the United 
States. The series will be found in Table 37 in Canada's 
International Investment Position, 197426  with some 
additional years in Table XVI of the corresponding 
report for 1926-67. Percentages of the total book 
values in selected industries appear for ownership by 
all non-residents and by United States residents, and 
for control by all non-residents and by United States 
residents, in Tables 38 and 39 of the 1974 report and 
Tables XVII and XVIII of the report for 1926-67. 
Somewhat greater detail with respect to the manu-
facturing and mining industries, to ownership by res-
idents of the United Kingdom, and to the role of gov-
ernment enterprises within the Canadian-controlled 
totals will also be found in these reports. Advance 
estimates in respect of 1974 were re1ease ci tic 

tics Canada Dail.j' Hr E)c 1 - - 

Data Relating to other llltnrnlaIi(nl on (nntiid 

Those interested in the ratios for the  
and control of long-term capital in selected Canadian 
industries which have been described above should 
be aware of an !rtcit 	 othei iiic:iur 

which are available 

Reports based on the (.orporations and Labour 

Unions Returns Act - A number of measures for owner-
ship and control arise from statistical work carried out 

It should also be emphasized that the series and 
	 25 There is an iiii• -i 	- 	i!c.. - 	 Ir ii.. i i i 

coniprisons cover univ selected Canadian industries 	 26 ('!Italcrue 67- I 
Hi 	 1:;ILY•J..1 
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within the Business Finance Division of Statistics Canada 
in connection with the administration of the Corpora-
tions and Labour Unions Returns Act (CALURA). 

Annual reports published under this Act provide 
measures classified by degree of ownership of voting 
stock and by control of reporting corporations for 
broad sectors of Canadian industry in terms of character-
istics such as assets, equity, profits, sales and taxable 
income on a continuing basis, and various others from 
time to time. These measures provide much more indus-
trial detail and extend into some areas that are not 
covered in the investment position based series, but 
are not as comprehensive in terms of the universe 
covered as they relate only to corporations which 
are subject to the Act or covered by certain regulatory 
legislation. It should also be noted that while CALURA 
measures provide data on the basis of the control and 
the degree of ownership of individual corporations, 
the investment position series provide corresponding 
data on the basis of the control of enterprise groups 
as a whole, and on the distribution of the ownership 
of investments in the concerns. 

From the foregoing it will be clear that the 
CALURA-based statistics distribute industrially legal 
entities (companies) while investment position related 
series distribute industrially larger decision making 
and financing units (enterprises, or families of com-
panies). 

Although the broad pattern of foreign control 
displayed by the various measures does not vary sig-
nificantly, certain differences in concept, coverage and 
Jassification are revealed in variations at finer levels of 
detail. The principal differences relate to: 
1) the use in the investment position based series of 

tie proportion of equity owned by non-residents 
as the basis for measuring foreign control, with 
sine departures on the basis of concentrations of 
holdings, in contrast to the use of the ownership 
of voting rights to determine whether the company 
is foreign-controlled under CALURA; 

(2) the use of enterprise groups (families of companies) 
as the basis for the industrial classification, in 
contrast to the industrial classification of individual 
companies used in CALURA; 

(3) the use of Canada-consolidated financial statements 
fOr enterprise groups which largely eliminate inter-
ompany claims within related concerns, in contrast 

to individual corporation f'mancial statements 
summed in CALURA; 

(4) tIe use of long-term debt and equity investment, 
CsS long-term investments outside Canada of the 

enterprise group (to derive a measure of long-term 
capital employed in Canada), in contrast to the 
variety of oilier nieasiires used in (ALl 'RI. 

A more complete description of the relationship 
between the investment position and CALURA-based 
series is provided in Appendix 8. 

Foreign-owned subsidiaries in Canada - The De-
partment of Industry, Trade and Commerce has pub-
lished a series of reports on certain aspects of the oper-
ations and financing of the larger foreign-owned sub-
sidiaries in Canada. The information contained in them 
was derived from the annual and quarterly surveys 
initiated in 1966 to provide, on a periodic basis, factual 
information suitable for assessing the performance of 
these subsidiaries in relation to the objectives set out 
by the Government in "Some Guiding Principles of 
Good Corporate Behaviour", and which would con-
tribute at the same time to a better understanding of 
the role of foreign-owned companies in the Canadian 
economy. The survey is a voluntary one and contains 
data from somewhat more than 300 respondents cover-
ing nearly 1,000 companies. The following reports have 
been published to date: 

Foreign-owned Subsidiaries in Canada, published 
June 1967. 
Foreign-owned Subsidiaries in Canada, 1964- 1967, 
published 1970. 
Foreign-owned Subsidiaries in Canada, 1964- 1969, 
published 1972. 
Statistical Supplement containing selected data for 
1970 and revisions to 1969 data, published August 
1972. 
Foreign-owned Subsidiaries in Canada, 1964- 1971, 
published 1974. 
Statistical Supplement containing selected data for 
1972 and revisions to 1971 data, published August 
1974. 
More recent data have been published in Section 111 of 
Compendium of Statistics on Foreign Investment. 28 

Principal statistics of manufacturing - Another 
measure of the incidence of control which is available 
for selected years is constructed from the collation of 
data collected in the Census of Manufactures with 
control information derived from the international 
investment position survey. These series give the prin-
cipal statistics for manufacturing establishments by 
control, classified industrially by enterprise and estab-
lishment, and by regions. They are available for 1946, 
1953 and 1961 and are described in detail in The Cana-
dian Balance of International Payments, 1963, 1964 
and 1965 and International Investment POsition. 29 

Similar data for the years 1969, 1970 and 1972 com-
piled jointly by the Business Finance Division and 
Manufacturing and Primary Industries Division, and 
published in the issues of Domestic and Foreign Control 
of Manufacturing Establishments in Canada for 1969 

28 FIRA papers No.4. May 1978. 
29  
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and 197030  and one for 1972 Canadian-American 
Industry. A Study in International Investment. (New 
Haven, Yale University Press, and Toronto, The Ryerson 
Press, 1936; New York, Russell and Russell, 1970) 
contains in Tables V and VI somewhat similar material 
in respect of 1932. 

Structural Aspects of Domestic and Foreign 
Control in the Manufacturing, Mining, and Forestry 
Industries, 1970- 1972 - This report throws new 
light on some of the structural differences between 
Canadian and foreign-controlled firms in the Manu-
facturing, Mining and Forestry Industries. It is an ex-
ploratory foray into a comparative study of industrial 
organization of Canadian- and foreign-controlled firms, 
providing information on concentration, diversification 
and size distribution.3 1 

Industrial Research and Development Expend-
itures in Canada — The 1969, 1971 and 1973-75 
issues of this Statistics Canada publication32 contain 
information on the distribution between foreign con-
trolled and other Canadian companies of current intra-
mural research and development expenditures. 

A Brief Guide to Statistics Related to Foreign 
Ownership in Canada - A useful article covering the 
principal statistics on this subject by J.D. Randall, 
Director of the Financial Flows and Multinational 
Enterprises Division of Statistics Canada, may be found 
in the Canadian StatisticaiReview for January 1974. 33  

&atistics of Foreign Ownership in Canada - 
Agenda Paper prepared by J.D. Randall for Item G, 
Eighth Conference of Commonwealth Statisticians, 
Barbados, 24 November-S December, 1975, covers 
much of the same material. 

Indicators of Foreign Control of Non-financial 
Industries by Province3 4  - Based largely on published 
Statistics Canada data is available from the Foreign 
Investment Review Agency, P.O. Box 2800, Postal 
Station "D", Ottawa, Canada, KIP 6A5. This report 
is available without charge. 

Foreign Financing of Canadian Investment 

A number of measures have been made public 
from time to time as indicators of aspects of the sig-
nificance and changing role of foreign financing of 
Canadian investment. 

The development of concepts for the measure-
ment of non-resident financing of total private and 

30 Catalogue 31401. 
31 Catalogue 31-523 
32 Catalogue 13-203. 
33 Catalogue 11-003. 
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public domestic investment presents some difficulty, 
as does the statistical realization of the concepts once 
they have been established. 

The work in this area has followed two paths. It 
developed in the early 1950's, when it became evident 
that observers of Canada's international economic posi-
tion and relationships varied greatly in their perception 
of them. One group emphasized the absence of any 
significant net balance on current account during the 
early postwar period as evidence that Canada was no 
longer "dependent" on foreign capital. Others empha-
sized in contrast the rising total of foreign long-term 
investment in Canada and rising proportions of capital 
employed which were owned by non-residents in a 
number of industries. 

These perceptions were, of course, not contra-
dictory. The first group of observers was focusing on 
the fact that on balance Canada was generating re-
sources on a scale at least equivalent to the sum of 
consumption and capital formation. The second group 
was focusing on the fact that for a variety of reasons 
there continued to be capital inflows on a significant 
scale, even though Canada was exporting capital of at 
least comparable proportions. Measures were accord-
ingly designed to put these two perceptions in appro-
priate perspective.35 

One set of series was refmed to measure the net 
contribution of non-residents to the savings used for 
all types of physical investment in Canada, in other 
words to measure the extent to which Canada had, 
within the period covered, drawn on or added to the 
real resources of other countries, and to relate this to 
levels of real Canadian investment. The balance on 
goods and services 36  approximates the net use of foreign 
resources, but is deficient in this role insofar as invest-
ment income is reflected on a payments rather than an 
earnings basis. The earnings which accrue to foreign 
investors but are retained for use within foreign-con-
trolled enterprises represent a use of foreign resources 
or factors of production. Similarly, of course, the 
earnings retained abroad accruing to Canadians in 
Canadian-controlled enterprises are a use of Canadian 
resources. Accordingly the published balances were 
adjusted to reflect undistributed earnings on direct 
investment, a refinement leading to a more satisfactory 
measure of the net use of foreign resources. 

Another set of series was developed which repre-
sented the perception of those concerned with the 

35 For a more detailed analysis see Canada's Interna-
tional Investment Position, 1926- 1954 (Catalogue 67-503) 
and "Foreign Financing of Canadian Investment in the Post-War 
Period", by A.E. Safarian and E.B. Carty, Proceedings of the 
Business and Economic Statistics Section, American Statistical 
Association, September 1954, pp. 72-79. 

36 Until work in the mid-i 970's the balance on cu- 
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extent to which foreign capital might have played a 
more or less direct role in financing Canadian capital 
formation. 

For this purpose outflows representing either 
capital for Canadian investment abroad or the return 
of non-resident capital formerly brought into Canada 
were disregarded. This "direct" measurement of foreign 
financing of Canadian capital formation presented 
particular difficulty because specific sources of financing 
frequently cannot be linked to specific investment 
activity. Resources generated by activities of the enter-
prise, together with those obtained from investors, 
whether foreign or domestic, may be used to liquidate 
indebtedness, to finance the acquisition of existing 
assets (including land and mineral rights which are not 
a part of capital formation), or to increase financial 
working capital, as well as to finance additions to the 
stock of capital. 

Each series was further developed to facilitate 
measurement of non-residents' participation in financing 
domestic capital formation in either gross or net terms. 
Gross domestic investment will be seen to cover both 
net additions to the stock of capital and the main-
tenance of that stock. For the purpose of these series, 
the estimates of capital consumption allowances made 
for the national income and expenditure accounts were 
deducted from gross capital formation to derive a rough 
measure of net capital formation. When the theasures 
in respect of the contribution of the foreign sector are 
related to gross domestic investment an addition is 
made to them to cover the estimated proportion of 
capital consumption allowances and depletion allow-
ances applicable to foreign direct investment in Canada. 
(No such addition is required in the case of measures 
related to net domestic investment.) 

The various ratios that have been used may be set 
out as follows. 
A. Use of Foreign Resources 

Gross Measure 
(;)ds and services surplus or deficit adjusted for 
undistributed earnings of foreign direct investment 
in Canada and undistributed earnings of Canadian 
direct investment abroad, plus capital consumption 
allowances and depletion allowances allocated to 
foreign direct investment in Canada. 

Gross fixed capital formation in Canada, plus the 
vilue of physical change in inventories. 

Net Measure 
The same as in Al but excluding capital consump-
ion allowances allocated to foreign direct invest-

ment in Canada. 

Net fixed capital formation in Canada, plus the 
value of physical change in inventories. 

B. "Direct" Foreign Financing as a Proportion of Capital 
Formation 
1. Gross Measure 

(a) gross capital inflows for direct investment in 
Canada, 37  

(b) undistributed earnings on foreign direct in-
vestment, 

(c) new issues of Canadian securities sold to non-
residents,3 8 

(d) other long-term financing, 
(e) changes in accounts payable, 
(f) capital consumption allowances allocated to 

foreign direct investment in Canada, 
(g) depletion allowances allocated to foreign direct 

investment in Canada. 

Gross fixed capital formation in Canada, plus value 
of physical change in inventories. 

2. Net  Measure 
The same as in Bl but excluding capital consump-
tion allowances allocated to foreign direct invest-
ment in Canada. 

Net fixed capital formation in Canada, plus value 
of physical change in inventories. 

Estimates of measures of the use of foreign re-
sources (Al and A2) from 1946 through 1974 will 

be found in Tables 32 and 33 of Canada's Interna-
tional Investment Position, 1974. 39  Measures of "direct" 
financing were last published in the issue for 1926-67 
and extended at the time of writing only to 1969.40  

The derived ratios, whether in respect of the use 
of foreign resources or of "direct" foreign financing, 
relate to the whole field of capital formation in Canada 
including the large elements of social capital stock, 
such as construction (both residential and non-resi-
dential), transportation, agriculture, recreational facili- 

7 Capital inflows from United States only are on gross 
basis, i.e., before the return of capital. Due to unavailability of 
data inflows from overseas countries are expressed in net terms. 

38 Excludes Government of Canada borrowings in 1948, 
1962, 1963, 1968 and 1969 which served specifically to reple-
nish official holdings of exchange. 

39 Catalogue 67-202, but the balance on current account 
rather than on goods and services was used. 

40 There are some grounds, from the performance of the 
series, for believing that changes in the structure of Canada's 
international capital transactions may have invalidated assump-
tions underlying the construction of them, and these influences 
may in turn have imparted an upward bias to the results. Pub-
lication of the series has accordingly been discontinued pending 
further study. 



ties, etc., in the direct financing of which foreign capital 
plays only a minor role. The measures of foreign owner-
ship and control described in the section immediately 
preceding relate to specific sectors. 

Underlying the differences between the ratios 
for use of foreign resources and for direct foreign 
financing is, in principle, the direct association with 
the latter of particular entrepreneurial skills, techniques 
and objectives with large sources of savings. These corn- 

binations may result in decisions outside the domestic 
economy to undertake specific investments which are 
quite unrelated to the adequacy of domestic savings. 
On the other hand, a decision to invest may be made 
by a domestic entrepreneur and still involve foreign 
financing, due for example to the relative costs of 
capital in Canada and abroad, the general ability of 
the domestic capital market to meet various capital 
requirements, easy or established access to foreign 
capital markets, etc. 
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APPENDIX 1 

CANSIM Coverage 

	

Most of the time series relating to the Balance of 	and the series identifiers required for data retrieval and 

	

Payments are available in machine-readable form, for 	manipulation. The CANSIM Mini Base is a subset com- 

	

use on computers, or in print.out in the CANSIM® 	prising the more frequently used series on the Main 

	

(Canadian Socio.Economic Information Management) 	Base. 
system. Enquiries should be directed to CANSIM, 
Statistics Canada, R.H. Coats Building, Ottawa, Canada, 
KIA 0T6. 

Three CANSIM catalogues are available. The 
Summary Reference  Index summarizes the contents of 
the CANSIM Main Base by subject and by source pub-
lication, and provides primary (Matrix) identification 
numbers which form the key to the other catalogues, 
the CANSIM Main Base Series Directory and the 
CANSIM Mini Base Series Directory. These directories 
give detailed information about the available statistics 

®Registered Trade Mark of Statistics Canada. 

A guide to use of the Series Directories is given 
in Figure 1 which follows. 

Tables 1.1 and 1.2 show the databank identifi-
cation numbers for annual data for the current and 
capital accounts respectively. Tables 1.3 and 1.4 pro-
vide corresponding identification numbers covering 
quarterly series. 

Annual and quarterly statements for the Cana-
dian balance of payments are available from CANSIM 
Main Base under Matrix numbers as follows: 

Annual 	I 	Quarterly 

Terminated 
From 	Matrix 	From 	Matrix 

number 	 number 

Not seasonally adjusted 

Between Canada and: 
All countries ............... 
United States ............... 
United Kingdom ............. 
Rest of Sterling Area ........... 
Other OECD Countries in Europe 
Other non-residents ........... 
European Economic Community (ex-

cept United Kingdom) ......... 
Japan ................... 
Other OECD Countries ......... 
Other non-residents ........... 

United States, United Kingdom and 
all other countries: current account 
summary ................. 

All countries: transactions in Canadian 
bonds and debentures, by type of 
issue................... 

All countries: current account ..... 
All countries: merchandise trade (bal-

ance of payments basis) ........ 

1926 273' 1946 279 1  
1946 274 1946 280' 
1946 275 1946 281 
1946 276 1946 282 
1946 277 1946 283 
1946 278 1946 284 

1973 2329 1973 2325 
1973 2330 1973 2326 
1973 2331 1973 2327 
1973 2332 1973 2328 

19261 	1369 
	

1946 I 	147 1  

1927 i 	1370 
	

1952 1 1364 1  

Seasonally adjusted 

1946 	1363 

1971 	30 1 . 2  

1972 
1972 
1972 

Also available from CANSIM Mini Base. 
2 Monthly. 



First Matrix 
on this page 

Matrix Title 

SECURITY LEVELS 

PUBLIC series are those 
which are published or 
publishable 

SECURE series are those 
which cannot be retrieved 
without the approval of 
the source 

PART-SEC series are those 
which contain PUBLIC and 
SECURE data 

Databank Identification 
Number* 

w 
-4 

Matrix Number* 

"T" before the - 
series number indi-
cates an unrevised 
or discontinued 
series 

FIGURE 1. CANSIM MAIN BASE SERIES DIRECTORY (SAMPLE) 

SERIES DIRECTORY AS OF OCTOBER 19XX 	MATRIX: 000002 

000002 IMMIGRATION TO CANADA, BY COUNTRY OF LAST PERMANENT 
RESIDENCE, QUARTERLY, THOUSANDS 

QUARTERLY BUL'N, DEPT. OF MANPOWER & IMMIGRATION 

DATA PUBLISHED APPROXIMATELY 75 CALENDAR DAYS 
AFTER END OF REFERENCE QUARTER. 

8 0000 

1 TOTAL 55-03-00 PART-SEC D 123456 
1.1 TOTAL EUROPE 55-03-00 PUBLIC D 123457 

1.1.7 PORTUGAL 55-03-00 SECURE D 123458 

1.4.2 WEST INDIES PUBLIC D 123459 
1.5 ALL OTHER 55-03700 PUBLIC D 123455 

COUNTRIES / 

Starting date of 
	

No data available 
series in the base 	when blank 
(year-month-day) 

Source Publication 

Matrix Note- 

Agency and Section 
responsible for 
this matrix. See 
Inquiries List 

Series Number* - 

* The CANSIM Identification Number (Matrix and Series Number), or 
the Databank Identification Number may be used to order series 
from CANSIM. 
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TABLE I.I. Canadian Balance of International Payments Cross Referenced to CANSIM Data Bank Numbers 
Current Account - Annual 

I 	I 	I 	10December31, 1972 
	

From January 1, 1973 

AU United United European 

residents States Kingdom Rest of Other other Economic 
'Community I 	Other  I 	Other 

Sterling OECD 
(excluding Japan OECD 

(Europe) resi- 
United j 	countries residents 

dents Kingdom)  

Matrix numbers 	273 1 	274 	275 	L 276 	277 	278 
	

2329 	I 2330  I 2331 	I 2332 

Numbert are prefixed by 0 

4 1 urrent receipts: 

Merchandise exports (adjusted) 	.............. 50001 51001 52001 53001 54001 55001 66001 67001 680 
Service receipts: 

50005 51005 . 	 . 	 . . 	 .. .. 	. . 	 . 	 . 

50006 51006 52006 53006 54006 55006 
0 

66006 67006 680 
50008 51008 52008 53008 54008 55008 66008 67008 6801 
50009 .. . 	 . .. . 	 . .. 

(,old production available for export ............
Travel 	............................. 

- - 

50010 .. . 	 . .. . 	 . . .. 

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

50012 51012 52012 53012 54012 55012 66012 67012 680 
50016 51016 52016 53016 54016 55016 66016 67016 680 

Interest 	........................... 
Dividends .......................... 

50020  

l'reightandshipping 	.................... 
Other servicereceipts 	.................... 

50021 . 	 . 

Government transactions ----------------- 
Miscellaneous income ................... 

50022 . 	 . .. . 	 . . 	 . Business services and other transactions 	-------- 
Total service receipts 	.................. 50002 51002 52002 53002 54002 55002 66002 67002 6801 

Sub-total, exports of goods and services 50003 51003 52003 53003 54003 55003 66003 67003 6801 
Frantfer receipts: 

50015 51015 52015 53015 54015 55015 66015 67015 680 Inheritancesand immigrants' funds ............ ----------- t'ersonalanrdinstitulionalremlttances 50018 51018 52018 53018 54018 55018 66018 67018 680: Is Withholding tax 	....................... 50215 . 	 . .. .. . .. 
Total transfer receipts ................... 50017 51017 52017 53017 54017 55017 66017 67017 680 

dli Total current rnceips ................. 50025 51025 52025 53025 54025 55025 66025 67025 680 

urrent payments: 

50026 51026 52026 53026 54026 55026 66026 67026 680: 
Service payments: 

50031 51031 52031 53031 54031 55031 66031 67031 680: 

Merchandise imports (adjusted) 	................ 

50033 51033 52033 53033 54033 55033 66033 67033 680: 

ravet 	............................. 

50034 . 	 . . 	 . . . . 	 . . 

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

Interest 	........................... 
50035 . 	 . . 	 . . 	 . . 	 . . 	 . . 	 . Dividends .......................... 

50037 51037 52037 53037 54037 55037 66037 67037 680i 
50045 51045 52045 53045 54045 55045 66045 67045 680. 
50027  
50028 . 	 . . 	 . . 	 . . 	 . . 	 . 

Freight and shipping 	.................... 
Other service payments ................... 

50029 . 	 . .. .. .. 

Government trassactions ................. 

50216 . 	 . .. . 	 . 

Miscellaneous income ................... 

50044 51044 52044 53044 54044 55044 66044 67044 6801 

Business servicel and other transactions 	........ 
Withholding tan 	....................... 

Sub-total, irsiports of goods and services 50041 51041 52041 53041 54041 55041 66041 67041 6801 

Total service payments 	................. 

Iransfer payments: 

Inheritances and s-migrants' funds ............. 50040 51040 52040 53040 54040 55040 66040 67040 6801 
'rrsonal and institutional remittances 	.......... 50047 51047 52047 53047 54047 55047 66047 67047 6801 
Official contributions .................... 50042 51042 52042 53042 54042 55042 66042 67042 6801 

Totsl transfer payments 	................ 50046 51046 52046 53046 54046 55046 66046 67046 6804 

Total current payments .............. 50050 51050 52050 53050 54050 55050 66050 67050 680 

::ircflt account balance: 

5005! 51051 52051 53051 54051 55051 66051 67051 680 
Service transactions: 

50217 .. .. -. .. .. 

• 50218 . 	 . . 	 . . 	 . . 	 . . 	 . . 	 . 

Gold production available for etport ........... 

50219 . 	 . . 	 . . - . 	 . . 	 . .. 

[ravel 	............................ 
Intcrett and dividunds .................... 

50220 . 	 . . 	 . .. . . 	 . . 	 . I reight and shipping 	.................... 
5022! . 	 . . 	 . . 	 . . 	 . . 	 . . 	 . 

Merchandite trade 	...................... 

Withholding tax 	....................... 50222  
Balance on service transactions.............. 50056 51056 52056 53056 54056 55056 66056 67056 680 

Other service transactions 	................. 

Balance on goods and services ............. 50058 51058 52058 53058 54058 55058 66058 67058 680 
insfer balance: 

50223 . 	 . . 	 . . 	 . . 	 . . 	 . . 	 . 

50224  
50225 . 	 . .. . 	 . . 	 . . 	 . . 	 . 

Inheritances and migrants' funds 	............. 

50226 . 	 . .. . 	 . . 	 . . 	 . . 	 . 

l' rsnnal and institutional remittances 	.......... 
Official contributons .................... 
Withholding tax 	....................... 

50057 51057 52057 53057 54057 55057 66057 67057 6805 Net transfers 	......................... 

Total current account balance ........... 50055 $1055 52055 53055 54055 55055 66055 67055 6805 

N 

	

to 	: :4 C3 series terminated as of second quarter 1968. 
-id 1310 serie, SFxIi:aI 	-',id 'u NATI) (unrirries ,ivu,lhk' under Data Flank nnrnher 050014. 

Acct. 
Item 

69001 

69006 
69008 

69012 
69016 

69002 

69003 

69015 
69018 

69017 

69025 

69026 

69031 
69033 

69037 
69045 

69044 
6904! 

69040 
69047 
69042 

69046 

69050 

69051 

69056 

69058 

69057 

69055 
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TABLE 1.2. Canadian Balance of International Payments Cross Referenced to CANSIM Data Bank Numbers 

Capital Account - Annual 

Acct. 
No. 

To December 31, 1972 	 From January 1, 1973 

All 	United 	United 	 AU 	European 	J 
I Rest of 	Other 	other 	Economic 	 I 

Item 	 non- 	States 	Kingdom 	Sterling 	OECD 	°n 	Comrnussit
(excluding 	Japan 	OECE) 	non. 

	

y 	 Other 	Othe: 

	

Countries 	resider 
rrsidents 

dents 	United Area 	(Europe) 	resi- 

I Kingdom) 	 I 	I 

Mainx numbersF 273 	274 	275 
	

276 	277 	278 	2329 	2330 
	

2331 	1 2332 

Numbers are prefixed by D 

I 	I 
13 Direct investment: 

21 In Canada ........................... 50060 51060 52060 53060 54060 55060 66060 67060 68060 690 
25 Abroad 	............................ 50064 51064 52064 53064 54064 55064 66064 67064 68064 690 

Portfolio transactions: 
Canadian securities: 

30 
Outstanding: 

50177 51068 52068 53068 54068 55068 66068 67068 68068 690 
31 50076 51076 52076 53076 54076 55076 66076 I 67076 68076 690 
32 

Bonds 	............................ 

New issues .......................... . 	 . 51084 52084 53084 54084 55084 66084 67084 68084 690 Stocks 	............................ 

Bonds 	........................... 	
.... 

-. . 	 . 

33 
Stocks 	............................ 

Retirements ............................ 

501. 78 
50086 

. 	 . 

-. 
51092 

.. 
52092 

. 

53092 
. 	 . 

54092 
.. 

55092 
. 

66092 67092 68092 690 
50179 Bonds 	............................ 
50087 .. .. . . 	 . .. . 	 S  Stocks............................

Total bonds ........................ 50151 .. .. .. . 	 . .. 
50085 . 	 . .. -. . 	 . .. 

Foreign securities: I 

35 

Total stocks ........................ 

50100 51100 52100 53100 54100 55100 66100 67100 68100 691 
37 

Outstanding issues 	...................... 
Newissues........................... 50108 51108 52108 53108 54108 55108 66108 67108 	1 68108 691 

38 Retirements.......................... 50116 51116 52116 53116 54116 55116 66116 67116 68116 691 

Loans and subscriptions - Government of Canada: 
40 
41 

Advances to: 
50124 51124 52124 53124 54124 55124 66124 - 68124 69] 

42 
National governments 	.................... 
International financial agencies............... 50126 - - - 55126 - - - 691 

44 
45 

Repayments of: 
50127 51127 52127 53127 54127 55127 66127 - 68127 691 

46 50129 - 52129 - 55129 - - - 

48 

Post-wurloansandadvances 	................ 
War loansand advances 	................... 

50130 ' 51130 ... . 	 . . 	 . 	 .  

49 

Columbia River Treaty......................

j Export credits directly or indirectly at risk of the Govern- 
52132 53132 54132' 55132 66132 67132 68132 691 ment of Canada 	....................... 50132 51132 

50 Otlierlong-term capital transactions ............. 50150 51150 52150 53150 54150 55150 66150 67150 , 68150 69] 
51 Finance company borrowing in long-term forms, n.i.e. 50140 51140 52140 53140 54140 55140 . 

52 50150 51150 52150 53150 54150 55150 

E 	1 

Other 	.............................. 

Balanceofcapitalmovementsinloag-terinforms . 50187 51187 52187 53187 54187 55187 66187 67187 68187 691 

1360 Reaiderstholdingsofforeigncurrencies: 	........... 50158 51158 52158 53158 54158 55158 - 

61 Chartered bank net foreign currency position with non- 
residents............................ 50159 51159 52159 53159 54159 55159 66159 67159 68159 69 

65 Non-bank holdings of short-term funds abroad 50160 51160 52160 53160 54160 55160 66160 67160 68160 69. 

Non-resident holdings of Canadian: 
71 50152 51152 52152 53152 54152 55152 66152 67152 68152 69. 
72 50154 51154 52154 53154 54154 55154 	' 66154 67154 68154 69 
74 

Dollar deposits 	......................... 

50156 51156 52156 53156 54156 55156 66156 67156 68156 69: Governmentdemandliabiities ................ 
Treasury bills 	.......................... 

50166 51166 52166 53166 54166 55166 66166 67166 68166 69: 
75 

Commerciulpaper,etc-------------------- - 
50167 51167 52167 53167 54167 55167 66167 67167 68167 69: 

77 50169 51169 52169 53169 54169 55169 66169 67169 68169 69. 
76 50168 51168 52168 53168 54168 55168 66168 1 67168 68168 69. 
81 50176 51176 52176 53176 54176 55176 66176 67176 68176 69 

82 

Commercial paper ......................
Othershort-terrn paper -------------------

Finance company paper -------------------- 

50186 51186 52186 53186 54186 55186 	: 66186 67186 68186 69. 

0 2 

Otherfinancecompanyobligationa 	............. 

Otherslsorh-tersncap'tal transactions 	.............. 

Balance of capital movements in short-term forms. 50188 51188 52188 53188 54188 55188 66188 67188 68188 69: 

0 	3 50189 51189 52189 53189 54189 55189 66189 67189 68189 69 

F Total current and capital account balance 50190 51190 52190 53190 54190 55190 66190 67190 68190 69 

G 

Totalrselcapitalbalance................. 

. 	 . 51191 52191 53191 54191 55191 66191 67191 68191 69 Balancesettledbyexclrangetramssfers ...............

Allocation of Special Drawing Rights............. 50210 ... . 	.. .. 	. . 	 . 	 - 55210 . 	-. ... - 	 - 	 . 69: 

K Net official monetary movements: 
I Change in offlcial holdings of gold and foreign currency 50192 51192 52192 53192 54192 55192 ... - 	 - 	 - - 

2 Change in net International Monetary Fund position . 50196 ... .. ... ... 55196 ... ... ... 
3 Other special international financial assistance 50198 51198 52198 53198 54198 55198 . 	 - 	 - - 	 . 	 - . 	 . 	 - 

4 Totalofofficialmonetarymovcments(KltoK3). - . 50199 51199 52199 53199 54199 55199: ... 

4 50213 51213 52213I 53213 54213 55213 66213 67213 68213 69. 
5 50214 51214 52214] 53214 54214 55214 66214 67214 68214 69 

6 

Officialinternationulreserves 	................ 
Offscialmonetary liabilities .................. 
Netofficial monetary movements ............. 50212 51212 52212 53212 54212 55212 66212 672121 68212 69: 

Note: 1348 Series relevant 1964 through 1973 only.  D5 1 Series available separately from 1352 1365 Series introduced 1964. 
1349 Series included with D50 prior to 1962. only from 1952 through 1966. KI through K4 Series terminated 1960 
D50 Series 1351 should be included for comparability 1360 Series terminated 1963. K4 through K6 Series introduced 1961. 

from 1952 through 1966. D61 Series introduced 1964. 



6650! 

66506 
66508 

66512 
66516 

66502 

66503 

66515 
66518 

66517 

66525 

67501 

67506 
67508 

67512 
67516 

67502 

67503 

67515 
67518 

67517 

67525 

68501 

68506 
68508 

68512 
68516 

68502 

68503 

68515 
68518 

68517 

68525 

69501 

69506 
69508 

69512 
69516 

69502 

69503 

69515 
69518 

69517 

69525 

66526 I 	67526 1 	68526 I 	69526 

66531 	6753 1 	68531 	69531 
66533 	67533 	68533 	69533 

66537 	67537 	68537 	69537 
66545 	67545 	68545 	69545 

66544 	67544 	68544 	69544 

66541 	67541 	68541 	69541 

66540 	67540 	68540 	69540 
66547 	67547 	68547 	69547 
66542 	67542 	68542 	69542 

66546 	67546 	68546 	69546 

66550 	67550 	68550 	69550 

665511 	67551 1 	68551 I 	69551 

66556 	67556 I 	68556 
	

69556 

66558 	67558 	68558 
	

69558 

66557 	67557 	68557 
	

69557 

66555 	67555 	68555 
	

69555 

Acct. 
No. 
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TABLE 1.3. Canadian Balance of International Payments Cross Referenced to CANSIM Data Bank Numbers 

Current Account - Quarterly 

I To December 31, 1972 
	

From January 1, 1973 

European 	 I 	I AU 	 tjnited 	United 	
All 	Economic 	 I 	Other 	I Other 

flOfl 	 States 	Kingdom 	Rest of 	Otbet 	other 	Community I 
	 OECD I 	non- 

residents 	
Sterling 	OECD 	 (excluding 	 I countries  I residentsnon  

Item 	
Area 	(Europe) 	residents 	United 	 I Kingdom) 	 I 

tnxnumberi 

SvsOtY 
adjusted  Not seasonally adjusted 

FT 2J  
j 

233 	J- 284 2325 2326 2327 2328 

Nunsbers are prefixed by D 

Current receipts: 

60501 50501 51501 52501 53501 54501 55501 
Service receipts: 

Gold production avuilable for export 60505 50505 51505 . 	. 	. . 	. 	. . 	. 	. 

Merchandise exports (adjusted) 	.......... 

60506 50506 51506 52506 53506 54506 55506 
60508 50508 51508 52508 53508 54508 55508 

Teasel 	....................... 
C' 	lnteresranddividends .............. 

. 	. 50509 . 	. . 	. . 	. . Interest 	...................... 
50510 . 	. . 	. . 	. . Dividends 	...................... 

'I 	Freightandshpping 	.............. 60512 50512 51512 52512 53512 54512 55512 
Other service rceipts 	.............. 6071! 50516 51516 52516 53516 54516 55516 

. 	. 50520 . 	. . 	. . 	. . 

. 	. 50521 . 	. . 	. . 	. . 
Government transactions .............
Miscellaneous income ................
Business services and other transactions . 	. 50522 . . 	. . 	. . 

Total service receipts 	............ 60710 50502 1 51502 52502 53502 54502 55502 

Sub-total, exports ofgoods and services 60722 50503 51503 52503 53503 54503 55503 

transfer receipts 

C 	tnheritancesaxdimmigrants'funds 60515 50515 51515 52515 53515 54515 55515 
Personatand institutional remittances 	. . 60713 50318 51518 52518 53518 54518 55518 

60726 50716 . 	. . 	. . 	. . Withholding tax 	................. 

60712 50517 51517 52517 53517 54517 55517 Total trans:er receipts ............

4 	 Total current receipta .......... 60525 5052.5 51525 52525 53525 54523 55525 

Ir 	Current payments: 

60526 50526 51526 52526 53526 54526 55526 

Service payments: 

4 	Travel 	...................... 60.531 50531 51331 52531 53531 54531 55531 
60533 50533 51533 52533 53533 54533 55533 

. 	. 50534 . 	. . 	. . 	. . 

Merchandise imports(adjusted) 	......... 

. 	. 50535 . 	. . 	. . 	. . 

Freight and shipping 	............. 

I' 
	

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

50537: 51537 52537 53537 54537 55537 

interest 	........................ 

60715 50545 51545 52545 53545 54545 55545 

. 	. 50527 . 	. .. . 	. 

Other service payments 	............. 
Government transactions ........... . 

. 50528 .. .. 
Business serv 	 an ices and other trsactions . 	. 50529 . 	. . 	. .. . 

607.25 50715 . 	. .. . 	. . 

60714 50544 51544 52544 53544 54544 1  55544 

Sub-total, importsofgoodsandservices 60723 50541 51541 52541 53541 . 54541 55541 

Transfer paymer:ts: 

60540 50540 51540 52540 53540 54540 55540 
Personal and institutional remittances 	. . 60717 50547 51547 52547 53547 54547 55547 

60542 50542 51542 52542 I 53542 54542 55542 

60716 50546 51546 52546 53546 $4546 55546 

60550 50550 51550 52550 53550 54550 55550 

Inheritances and emigrants' funds ....... 

(orient account balance: 

Dividends ...................... 

605. 37 

60551 50551 51551 52551 53551 54551 55551 

Miscellaneous income ............. . 

Service transactions: 

Withholding tan 	................. 

Merchandise trade 	................. 

Gold production available for export . . . 60701 50717 .. .. .. . 

Total service payments 	........... 

60554 50718 .. . 	. . 	. . 
60556 50719 .. . . 	. . 
60557 50720 .. . 	. . . 

Official contritsutions 	.............. 

60719 50721 .. . 	. . 	. . 

Total transfer payments 	.......... 

Totalcunent payments .......... 

60727 50722 .. . 	. . 	. . 

Balanceonsereicetransuctiont 60718 50556 51556 52556 53556 54556 55556 

60724 50558 51558 52558 53558 54558 55558 

Travel 	....................... 

Balance on goods and services .......

Transfer balance 

I 	Interest and dividends .............. 
Freight and shipping 	.............. 
Other service transactions 	........... 

Inheritances and nhigrants funds 60558 50723 . 	. . 	. . 	. . 

Withholding tan 	................. 

Personal and institutional remittances 60721 50724 . 	. . 	. .. . 	. 
60709 50725 .. .. . 	. . 
60728 50726 .. . 	. . 	. . 

Official costrtl,utions 	.............. 
Withholding tax 	................. 

60720 50557 51557 52557 53557 54557 1 55557 Net transfers 	.................... 

Total curent account balance 60555 50555 51555 52555 53555 5 45551 

. \3.jj,.I 	. . , :ic''t 	' . 1'I :, 	'I ,.,. ,..... ' 	,LLI::,'', I'II,i 



55568 	66568 
55576 	66576 
55584 	66584 

55592 	66592 

55600 	66600 
55608 	66608 
55616 	66616 

67568 	68568 	6956 
67576 	68576 	6957 
67584 	68584 	6958 

67592 	68592 	6959 

67600 	68600 	6960 
67608 	68608 	6960 
67616 	68616 	6961 

55624 	66624 
55626 

55627 	66627 
55629 	 - 	- 

55632 	66632 	67632 

55650 66650 67650 
55640 
55650 . 	. 

55687 66687 67687 

55658 - - 

55659 66659 67659 
55660 66660 67660 

55652 66652 67652 
55654 66654 67654 
55656 66656 67656 
55666 66666 1  67666 
55667 66667 67667 
55669 66669 67669 
55668 66668 67668 
55676 66676 67676 

55686 66686 67686 

55688 66688 67688 

55689 66689 67689 

55690 	66690 	67690 

55691 	66691 	67691 

- 

55692 	- - 
55696 	... 
55698 1 	- - - 
55699 	...  

55713 	66713 
	

67713 
55714 	66714 

	
67714 

55712 	66712 
	

67712 

introduced 1964. 
K4 Series terminated 1960 
K6 Series introduced 1961 

68713 
	

697 
68714 
	

697 

68712 
	

6971 

	

68624 	6962 

	

- 	6962 

	

68627 	6962 

	

68632 	6963 

	

68650 	6965 

	

68687 	6961 

	

68659 	6965 

	

68660 	6968 

	

68652 	6965 

	

68654 	6965 

	

68656 	6965 

	

68666 	6968 

	

68667 	6968 

	

68669 	6968 

	

68668 	6968 

	

68676 	6961 

	

68686 	6961 

	

68688 	6968 

	

68689 	6968 

	

68690 	6965 

68691 1 	6961 

- 	697: 

Acct. 
No. 
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TABLE 1.4. Canadian Balance of International Payments Cross Referenced to CANSIM Data Bank Numbers 

Capital Account - Quarterly 

To December 31. 1972 
	

From January 1, 1973 

All I 	United I 	United 
I 
I 

I I I 
I I 	European 	 I 

I non. 
residents I 	States 

I 
I 	Kingdom I 	Rest of I 	Other All 

other 
I 	Economic I 	 I I 	Othrr 	L 	Other I CommuniW Item I 	Sterling I 	OECD I non- Japan 	I 	OECD 	non- I 	(excluding 	 I Area (Europe) residents resident I 	United 

Kingdom)j  

Not seasonally adjusted 

- Matsix numbern 20 281 282 283J 284 2325 2326 2327 2328 

Numbers are prefixed by D 

55560 	66560 	67560 	68560 	6956 
55564 	66564 	67564 	68564 1 	6956 

D Direct investment: 

21 InCanada ........................... 50560 51560 52560 53560 54560 
25 Abroad 	............................ 50564 51564 52564 53564 54564 

Portfolio transactions: 

Canadian securities: I 

Outstanding: 
30 Bonds 	........................... 50677 51568 52568 53568 54568 
31 Stocks 	........................... 50576 51576 52576 53576 54576 
32 New issues 	......................... . 	. 51584 52584 53584 54584 

Bonds 	........................... 50678 . 	. . 
50586 . 	. . 	. . 

33 . 	. 51592 52592 53592 54592 
50679 . 	. .. . 
50587 . 	. . 	. . 
50651 
50585 .. .. 

Foreign securitiet: 

35 50600 51600 52600 55600 54600 
37 50608 51608 52608 53608 54608 
38 50616 51616 52616 53616 54616 

Stocks ............................ 

Loans and subscriptions - Government of Canada: 
40 

Retirements 	.......................... 
Bonds 	............................ 

Advances to: 
41 50624 51624 52624 53624 54624 
42 

Total stocks 	....................... 

50626 - - - - 
44 

Outstanding issues 	...................... 

Repayments of: 
45 

Stocks ............................ 

New issues 	.......................... 
Retirements 	......................... 

Post-war loans and advances 	................ 50629 51627 52627 53627 54627 
46 

Total bonds 	....................... 

War loansand advances ................... 50700 - 52629 - - 

48 Columbia Riser Treaty 	..................... 50630 51630 .. 	. . 

49 Export credits directly or indirectly at risk of the Govern- 

National governments .................... 
International financial agencies 	.............. 

50652 51632 52632 53632 54632 

50 50650 51650 52650 53650 54650 
SI Finance company borrowing in long-term forms, ni.e 50640 51640 52640 53640 54640 
52 50650 51650 52650 53650 54650 

IL 	I 

menl of Canada 	......................... 

Other long-term capital transactions 	............. 

Balance of capital movements in long-term forms . 50687 51687 52687 53687 54687 

D 60 

Other 	............................... 

50658 51658 52658 53658 54658 

61 Chartered bank net foreign currency position with non- 

Resident holdings of foreign currencies . ........... 

50659 51659 52659 53659 54659 
65 

residents 	........................... 
Non-bank holdings of short-terra funds abroad 50660 51660 52660 53660 54660 

Non-resident holdings of Canadian: 

71 Dollar deposits 	......................... 506521 51652 52652 53652 54652 
72 Government demand liabilities ................ 50654 51654 52654 53654 54654 
74 Treasury bills .......................... 50656 51656 52656 53656 54656 

Commercial paper, etc..................... 50666 51666 52666 53666 54666 
75 Commercial paper 	..................... 50667 51667 52667 55667 54667 
77 50669 51669 52669 53669 54669 
76 Finance company paper 	..................50668 51668 52668 53668 54668 
81 Other finance company obligations 	............ 50676 51676 52676 1 53676 1 54676 

82 

Other short-term paper 	................... 

Other short-term capital transactions 	............50696 51686 52686 53686 54686 

IL 	2 Balanceofcapitalmovementsinahort-tenn forms. 50688 51688 52688 53688 54688 

IL 	3 Total net capital balance 	............... 50689 51689 52689 53689 54689 

F Total current and capital account balance 	. . . 50690 51690 52690 53690 54690 

G Balance settled by exchange transfers ............ - 51691 52691 53691 54691 

Allocation of SpeciaL Drawing Rights ............50710 - - - - 

K Net official monetary movements: 

I Change in official holdings of gold and foreign currency 50692 51692 52692 53692 54692 
2 Change in net International Monetary Fund position 50696 ... ... . 
3 Other special intersational financial assistance 50698 51698 52698 53698 54698 
4 Total of official monetary movements (KI to KS) 	. . . 50699 51699 52699 53699 54699 

4 50713 51713 52713 53713 54713 
5 51714 52714 53714 54714 

6 

Official international reserves 	.................. 
Official monetary liabilities ...................50714 

Net official monetary movements ...............

D 48 Series relevant 1964 through 1973 only. Note: 

50712 	51712 

D51 	Series available 

52712 53712 

D52 

54712 

D65 Series separately from 
D49 Series included with D50 prior to 1962. only from 1952 through 1966- KI througt 
D50 Series 051 should be included for comparability D60 Series terminated 1963. K4 througk 

from 1952 through 1966. 061 Series introduced 1964. 



APPENDIX 2 

Relationship Between Canadian International Investment Position and Balance of Payments Statistics 

Table 2.1 is the result of an exercise which draws 
together identified information, particularly from the 
balance of payments, in respect of sources of changes 
in Canada's external assets and liabilities and introduces 
some assumptions with respect to the remaining contri-
buting factors. 

The table begins with the book values of elements 
of Canada's international investment position at the end 
of 1945 and finishes with the corresponding figures 
ir the end of 1974. Linking these estimates are data 
distributed over seven columns. The first pair of these 
:tIOWS capital movements during the 29-year period, 
column 2, substantially as they appear in The Canadian 
Balance of International Payments, 1973- 1974' and 
Quarterly Estimates of the C'anadian Balance of Inter-
national Payments, First Quarter 1978 2  and column 3 
showing the reclassiflcations within capital flows 
necessary to conform to the category definitions used 
in the investment position. Columns 4 through 8 show, 
icspectively, further reclassifications of assets and 
Itibilities within the investment position, valuation 
nljustments applied to them, the effects on Canada's 
international investment position of the union of 
Newfoundland with Canada and identified migration and 

uests, the effects of exchange rate variations, and 
i :1iites of undistributed earnings. 

Ihe descriptions which follow cover the changes 
ii Lh of the asset and liability categories and provide 

indications of the quality of the estimates. 

Canadian assets abroad - The book value of 
(iiiadian direct investments abroad rose over the 29-
car period by $8.6 billion. This included capital out-

Itiws from Canada aggregating $4.4 billion. Reclas-
I'ications within the investment position added $0.6 

billion while valuation adjustments decreased direct 
investment abroad by $0.5 billion. The underlying 
Ii sok values of direct investment are, of course, in 
lurcign currencies while the estimates are presented 

terms of Canadian dollars. It is estimated that the 
Rcts of exchange rate variations over the period 

Irftreased the Canadian dollar book value by $0.1 
billion. The remaining element in the increase, amount-
'ia to $3.9 billion, has been attributed to the accrual 

,,hroad of undistributed earnings. 

Portfolio investment abroad rose by $3.3 billion 
oil which net capital outflows accounted for $0.7 billion. 
lie net balance under column 3, reclassifications 

thin the investment position, was zero, as the acquisi- 
iii under exchange offers of over $0.2 billion of 

('atalogiie 67-201  

foreign securities in exchange for stocks of Canadian 
companies was offset by net deductions of $0.2 billion 
due to shifts from Canadian portfolio to Canadian 
net direct investment abroad. Valuation adjustments, 
reflecting the difference since 1968 between the values 
at which portfolio security transactions took place and 
the underlying book values of the investments, contrib-
uted $0.3 billion to portfolio investment abroad, as 
shown in column S. The remaining element of $2.3 
billion has been attributed to the accrual of undistrib-
uted earnings on portfolio investments, It must be 
noted, however that the figure also includes the dif-
ference between the values at which portfolio security 
transactions took place (used in balance of payments 
estimates) and the underlying book values of the invest-
ments prior to 1968. 

Miscellaneous investments abroad, which were 
negligible at the end of 1945, amounted to $3.1 billion 
at the end of 1974. Over half of the increase is reflected 
in the capital flows recorded between 1962 and 1974 in 
respect of medium- and long-term export credits ex-
tended directly or indirectly at risk of the Government 
of Canada. About $1.1 billion has been assumed to have 
been included among the other long-term capital move-
ments which were accordingly all shown in column 2 as 
relating to the liability item for foreign miscellaneous 
investment in Canada. The remaining $0.2 billion 
increase has been attributed to valuation adjustments 
mainly in respect of the inclusion, for the first time, 
of bank premises abroad. 

Government of Canada credits and subscriptions 
to international financial agencies, excluding the IMF, 
rose over the 29-year period from $0.7 billion to 
$2.6 billion. Of this increase, $1.4 billion reflected 
capital flows shown in column 2 relating to government 
loans, advances and subscriptions, to Columbia River 
Treaty transactions, but a further $0.3 billion had to 
be added in column 3 to gross the latter transactions 
which were shown on a net basis in the balance of 
payments. Column 5 shows $0.2 billion for valuation 
adjustments, mainly in respect of deferrals of interest 
which were articulated in the investment position but 
not in the balance of payments. 

These asset categories cover all Canadian long-
term investments abroad. In sum, their growth, from 
$2.0 billion at the end of 1945 to $18.9 billion at 
the end of 1974, was made up of $9.9 billion of 
capital flows (including $1 .5 billion of reclassified 
flows) and perhaps as much as $6.2 billion of undistrib. 
uted earnings, and additions of $0.9 billion arising 
from reclassifications within the investment position, 
V:t!i:i1ul 



- 376 - 

TABLE 2.1, Canada's International Investment Position, Year-ends 1945 and 1974, and Some Estimated Factors in the Change 

I Capital movements 	 Other Factors in change I 	 1946-1974 

Book - - -- Book 
value Union with value 

year-end 
1945 As 

published 
Reclassi- 
ficstions 

Investment 
position re- 
ctassifica- 
tions, etc.t 

Valuation 
adjustments 

Newfound- 
land and 
identified 
migrations 

Exchange 
rate effects 

Undistrib- 
uted 

earnings  

year-end 
1974 

and bequests 

6 1 2 3 4 5 7 8 9 

- 0.6 	-0.5 	 - 0.1 

- 	 0.32 	 - - 

1.1 - 	 0.2 	 - - 

0.3 - 	 0.2 3  

1.5 0.6 	0.2 	 - 0.1 

- - 	 0.3 	 - -0.4 

- -0.5 	- 	 - 0.2 

47 0.5 	-0.4 5 	 - - 

6.2 0.6 	- 	 - -0.1 

Asaet$ 

	

Dizect investment ................ 	 0.7 
	

4.4 

	

Portfolio investment .............. 	 0.6 
	

0.7 

	

Miscellaneous investment ........... 	 1.8 

	

Government of Canada credits ........ 	 0.7 
	

0.8 

Government of Canada subscriptions to 

	

international investment agencies . . . . . . 	 0.6 

	

Canadian long-term investment abroad. - 	 2.0 
	

8.4 

	

Net official monetary assets .......... 	 1.7 
	

4.2 

Other Canadian short-term holdings of 

	

foreign exchange ............... 	 0.1 
	

2.8 

	

Short-term receivables ............. 	 0.1 
	

5.24  

	

Gross assets ................ 	 3.9 
	

20,5 

	

3.9 
	

9.3 

	

2.3 2 
	

3.9 

3.1 

2.0 

0.6 

	

6.2 
	

18.9 

5.8 

2.7 

10.1 

	

6.2 
	

37.5 

Liabilities 

Direct investment ................. 2.7 14.2 	 2.5 	- 1.9 -0.1 	 0.1 	 - 18.5 36.1 

Government bonds ................ 1.7 10.2 	 - 	 - - 	 0.1 	-0.3 - 11.6 

Other portfolio investment 	........... 2.4 5.0 	- 1.6 	-1.5 - 	 - 	 I 	 - 0.1 506 9.2 

Miscellaneous investment........... 0.3 2.0 	 1.2 	 - - 0.16 	 - 	 - - 34 

Foreign long-term investment in Canada. . 	 7.1 31.4 	 2.1 	- 3.4 -0.2 	 0.2 	-0.5 23.6 60.3 

Non-resident 	equity 	in 	Canadian 	assets 
3.3 abroad 	..................... 0.2 - - 	 - 	 3.6 05 	 - 	 - - 

Official SDR liabilities ............. . . - 0.4 	 - 	 - - 	 - 	 - - 0.4 

31.8 	 2.1 	 0.2 - 0.7 	 0.2 	-0.5 23.6 64.0 

Non-resident holdings of Canadian dollars. 	 0.3 1.8 	 - 	 - - 	 - 	 - - 2.0 

Slsort-term finance company obligations. - 	 -. 1.4 	 - 	 - - 	 - 	 - - 1.4 

Total long-term liabilities .............7.3 

0.34 	4.0 	 0.4 - 	 - 	 - - 5.4 Other shod-term payables ...............0.6 

35.3 	 6.2 	 0.6 -0.8 	 0.2 	- 0.5 23.6 72.6 Gross liabilities ..................8.2 

Net international indebtedness - . . 	 4.2 14.7 	 - 	 - - 0.8 	 0.2 	- 04 17.4 35.3 

a Column 4 includes, in addition to reclassifications, offset transactions involving the exchange of assets and liabilities between residents and non-residents which 
have not been shown as capital movements. 

No adjustment has been made prior to 1968 in respect of the net difference between transactions and book values of portfolio investment abroad, which Conse- 
quently see reflected with undistributed earnings for the period 1946-67. 

3 Mainly deferred interest. 
4 Capital movements series D82 is shown as a receivable. 

Discrepancies. 
6 No adjustment has been made in respect of net difference between transactions and book values, which consequently are reflected with undistributed earnings. 

Note: As figures are rounded individually, totals do not necessarily equal the sum of their component parts. 
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Among Canadian assets abroad in short-term 
forms, net official monetary assets rose over the 29-
year period by $4.1 billion. Valuation adjustments 
as shown in column 5, amounting to $0.3 billion, 
reflected the revaluation of Canada's gold-based assets 
from approximately U.S. $35 to U.S. $38 per ounce 
of fine gold in May 1972, and to U.S. $42.22 in October 
973. The growth in these monetary assets was offset 

to the extent of $0.4 billion by the effect of exchange 
tate variations, which includes the formal linking from 
July 1, 1974 of the value of these assets to a basket 
of 16 currencies, as calculated by the International 
Monetary Fund. 

Other Canadian short-term holdings of foreign 
c\change rose by $2.6 billion. Related capital move-
nerits accounted for $2.8 billion, but there was an 

1 fsetting reclassification of $0.5 billion arising from 
change in the treatment of the foreign currency 

operations of the Canadian chartered banks. The balance 
of $0.2 billion represented the effects of exchange 
tate variations. 

Short-term receivables during the 29-year period 
io'.c by $10 billion. Some $5.2 billion of this was attrib-
utable to the capital flows described as other short-term 
apita1 transactions; this series includes both receivables 

,iitd payables, and reflects also the balancing item within 
the balance of payments representing the difference 
between recorded nieasures of current, capital and 
n.'cerve movements, thus embodying all unidentified 
transactions. ReclassifIcations of capital movements 
.iegregating $4.7 billion included transfers to balance 
ut the change in the liability category for foreign 
irscellaneous investment in Canada (upon the assump-
on that some flows had been misclassified as to term), 

tire grossing of short-term receivables and payahles 
in an amount sufficient to balance out the change 
in the latter category, and some revisions of capital 

ovements over the period which had not been pub- 
hed when the table was prepared. Finally, there 
as a reclassification, shown in column 4, of $0.5 
illion arising from the change in the treatment of 
.iriking data described in the immediately preceding 
rragraph. The effect of all these adjustments was 

lo reflect in the category of short-term receivables all 
Jiscrepancies within Table 2.1 as a whole. These are 
!iuinateil throrirzh tie riecitive l'irzure of SO4 billion 

1110ad. In sum, they rose from S3 .9 billion at 
hie end of 1945 to $37.5 billion at the end of 1974. 

lie contributing factors were capital movements (as 
reclassified) aggregating $26.8 billion, $6.2 billion 

1 undistributed earnings, and additions of $0.6 billion 
ii respect of reclassifications and valuation adjustments 
nd deductions of $0.1 billion in respect of the effects 
1 '\ ratee ri! v,irr:rrini\. 

Canadian liabilities abroad - The book value 
of foreign direct investment in Canada rose over the 
29-year period by $33.4 billion. This included net 
capital inflows to Canada of $14.2 billion as published. 
Additional capital inflows of $2.5 billion are shown 
in column 3 covering capital from unrelated parties 
(treated as direct investment in the investment position 
statistics when it is from the country in which control 
is deemed to lie) as well as revisions of the direct 
investment capital flows which had not been published 
when the table was prepared. Reclassifications within 
the investment position data, as shown in column 4, 
reduced the total by $1.9 billion. These included 
deductions in respect of the equity of non-residents 
in Canadian investment abroad through ownership 
of direct investments in Canada (which is shown 
separately), additions to direct investment through 
the issue to residents under exchange offers of shares 
of foreign parent companies, shifts between foreign 
direct and portfolio investment in Canada, and a reduct-
ion in respect of short-term finance company payables 
which had been misclassified as long term. There were 
a number of valuation adjustments, including an 
allowance for the adjustment of the capital flows from 
unrelated parties included in column 3 from their trans-
actions values to the resultant changes in book values, 
which reduced direct investment in Canada by $0.1 
billion. About $0.1 billion was added to the total 
arising from the union of Newfoundland with Canada 
when direct investments in Newfoundland from third 
countries became foreign direct investment in Canada. 
Finally, among the factors in the change were the un-
distributed earnings accruing in Canada on foreign 
direct investments which were estimated to have 
totalled $18.5 billion over the 29-year period. 

Foreign holdings of funded debt of Canadian 
governments are estimated to have risen over the period 
from $1.7 billion to $11.6 billion. Of this increase, 
about $10.2 billion arose from net capital inflows to 
Canada, and nearly $0.1 billion from the union with 
Newfoundland. Exchange rate variations are estimated 
to have reduced the totals by about $0.3 billion. 

Other portfolio investment in Canada rose from 
$2.4 billion to $9.2 billion. Net  capital inflows during 
the period, as published, totalled about $5.0 billion 
hut for the purposes of this analysis about $1.6 billion 

these flows were reclassified to foreign direct invest- 
itt in Canada. This reflected portfolio investment 
'vs into enterprises controlled by residents of the 
untly from which the flows occurred; under the con-

cepts followed in the investment position this is 
treated as direct investment. Reclassifications within 
the investment position, shown in column 4, reduced 
the totals by $1 .5 billion. Most of this represented 
the transfer to a separate category in the investment 
position of the non-resident equity in Canadian invest-
ment abroad through portfolio investment in Canada, 
Irhirrel there ere ak rre i 'ritilied hi!t. ''rr 
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foreign direct and portfolio investment in Canada. 
The effects of exchange rate variations are estimated 
to have reduced the total by $0.1 billion. The remainder 
of $5.0 billion has been attributed to the accrual of 
undistributed earnings on foreign portfolio investments, 
although it must again be noted that the figure would 
reflect differences between the values at which port-
folio security transactions took place and the underlying 
book values of the investments, for which no specific 
provision could be made. 

Foreign miscellaneous investment in Canada 
increased by $3.1 billion. The net inflows for "other" 
long-term capital transactions over the 29-year period 
totalled $2.0 billion, and capital movements reclassified 
from other categories totalled a further $1.2 billion. 
Valuation adjustments of $0.1 billion represented the 
amortization, which began in 1968, of the payments 
by the United States under the Columbia River Treaty, 
which were articulated in the investment position but 
not in the balance of payments. In disaggregating the 
published series for other long-term capital transactions, 
elements were transferred to miscellaneous investments 
abroad, to Government of Canada credits and subs-
criptions to international investment agencies (grossing 
the Columbia River Treaty transactions), and to foreign 
direct investment in Canada (representing loans from 
unrelated parties which fall within the definition of 
direct investment used in the investment position). 
Also included was a transfer of the otherwise unex-
plained balance to short-term receivables upon the 
assumption that some flows had been misclassified 
as to term. 

The liability categories just described cover all 
foreign long-term investment in Canada. In sum, the 
increase of $53.2 billion over the 29-year period is 
indicated to have arisen as to $33.5 billion from capital 
movements as reclassified, and something of the order 
of $23.6 billion from the accrual to non-residents of 
undistributed earnings. Reclassifications within the 
investment position, as shown in column 4, reduced 
the figures by $3.4 billion, union with Newfoundland 
and identified migration and bequests increased them 
by $0.2 billion, and exchange rate variations reduced 
them by $0.5 billion. 

The non-resident equity in Canadian assets abroad 
rose from $0.2 billion to $3.3 billion. This increase 
is shown by reclassifications of direct and portfolio 
within the investment position which appear in column 
4. 

Official liabilities of $0.4 billion assumed in 
connection with the allocation of Special Drawing 
Rights were reflected in the data for capital movements, 
shown in column 2. 

Non-resident holdings of Canadian dollars rose 
from $0.3 billion to $2.0 billion as a result of capital 
inflows of $1.8 billion. 

Short-term finance company obligations of $1 .4 
billion at the end of 1974 were also the result of 
capital inflows. 

Other short-term payables increased by $4.8 
billion. Capital inflows from the sale of short-term 
commercial and other paper amounted to $0.3 billion. 
As noted earlier, the categoly of other capital move-
ments in short-term forms was initially allocated to 
short-term receivables and a figure of $4.0 billion has 
been recorded in column 3 as a reclassification represen-
ting the grossing of the original flow series. A further 
addition of $0.4 billion has been recorded in column 
5 as a reclassification of claims originally shown in the 
investment position as long term. 

This completes the review of factors in changes 
in Canada's gross external liabilities. In summary form, 
liabilities to non-residents rose from $8.2 billion at the 
end of 1945 to $72.8 billion at the end of 1974. The 
major contributing factors were $41.5 billion of capital 
movements (as reclassified) and about $23.6 billion 
of undistributed earnings which accrued during the 
period to non-residents. 

Canada's net international indebtedness rose by 
$31.1 billion over the 29-year period reflecting the 
current account deficit of $14.7 billion (which, of 
course, corresponded to the net capital inflow), $17.4 
billion of undistributed international earnings and an 
offsetting amount of $1 .0 billion due to other factors. 



APPENDIX 3 

Linkages to the National Income and Expenditure Accounts 

Table 3.1 reproduces the form of Table 60 pub-
lished in the Annual National Income and Expenditure 
Accounts, "Current transactions with non-residents in 
the national income and expenditure accounts - recon-
ciliation with Canadian balance of international pay-
ments", with illustrative data for 1974. 

In the summary description in Part I it was noted 
that until fairly recently the links between balance of 
payments data and the National Income and Expend-
iture Accounts were not fully articulated, and that 
users of historical balance of payments reports would 
fInd it necessary to make a number of further adjust-
ments. These include (for some parts of the back record) 
the addition to imports of goods and services and to 
current transfers received from abroad, of taxes with-
held on earnings of non-residents. This adjustment 
in effect assigns this item to earnings of non-resident 
factors of production. Such taxes represent a part of 
the earnings of foreign factors of production, but 
they also represent a transfer payment (tax outlay) 
from non-residents to the Canadian government. It 
is only in recent balance of payments publications 
that this entry has been articulated. 

Also in some earlier balance of payments reports 
there appear in both current receipts and current pay-
ments entries for Mutual Aid to NATO countries. These  

entries have to be eliminated for use in the National 
Income and Expenditure Accounts since the amounts 
represent provision of goods and services which have 
already been counted as Canadian production in govern-
ment (defence) expenditure for goods and services, 
either in the current period or in some previous period. 
The adjustments are self-cancelling (since they reduce 
current receipts and payments by identical amounts), 
and Gross National Expenditure is not affected. 

In the war and early postwar period, a number of 
special adjustments have been made to the basic Balance 
of Payments data for National Income and Expend-
iture Accounts purposes. These and other aspects of 
transactions with non-residents are described more fully 
in Chapter 8 of A Guide to the National Income and 
Expenditure Accounts' and in the note on Newfound-
land appearing in Part VI. 

Some difficulties arise from time to time for the 
unwary in the use of the reconciliation table. Occasion-
ally, differences in the timing of revisions to the two sets 
of accounts may introduce further complications. As 
examples, the reader may wish to refer to the notes 
to Table 3.1. 

1 Catalogue 13-549. 
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TABLE 3.1. Current Transactions with Non-residents in the National Income 
and Expenditure Accounts, Reconciliation with Canadian Balance of International Payments, 1974 
(Format of Table 60 in the Annual National Income and Expenditure Accounts - Cross-references 

to Other Tables Omitted, and Notes Edited) 

Item Millions 
of dollars Notes 

Receipts 

1. "Current receipts" as per Canadian Balance of Inter-
national Payments. 	 I 

2. Deduct: inheritances and immigrants' funds received 
from abroad. 

3. Other adjustments ..................... 

4. Equals: current receipts of Canada from non-residents 
as per National Income and Expenditure Accounts. 

5. Deduct: current transfers received from abroad. 

6. Equals: exports of goods and services as per National 
Income and Expenditure Accounts. 

7. Merchandise . . . . . . . . . . . . . . . . . . . . . . . 
8. Non-merchandise .................... 

Payments 

9. "Current payments" as per Canadian Balance of Inter-
national Payments, 

10. Deduct: inheritances and emigrants' funds paid abroad. 

11. Other adjustments ....................  

Source: Quarterly Estimates of the Canadian Balance of Inter-
national Payments, First Quarter 1976 (Catalogue 67-001). 

Minor revisions for the years 1937 through 1945 have not 
been incorporated in the national accounts. The revised data, 
in millions of dollars, are 3, 5, 10, 24, 15, 11,8, 11, and 19, 
for the years beginning with 1937. 

Includes deductions in millions of dollars from 1942 through 
1945 of 1,002, 518, 960, and 858 respectively for govern-
ment expenditures on Mutual Aid, UNRRA and military 
relief since these are included in the national accounts during 
the war years with government expenditures on goods and 
services. Also includes adjustments in respect of the treat-
ment of Newfoundland from 1940 through 1948. Part of the 
adjustment for 1968 reflects use of a different measure for 
non-monetary gold in the balance of payments after the first 
quarter of 1968; while the national accounts incorporated 
this treatment beginning with 1969, technical factors pre-
clude revision of 1968. The remainder of the adjustment for 
1968, and all that for 1969, represent minor revisions to 
merchandise trade and travel not yet incorporated in the 
national accounts. 

Personal and institutional remittances, withholding taxes, and 
pensions commencing with 1961. Pension receipts, available 
from 1952 through 1960 have not yet been incorporated as 
transfers in the national accounts. 

As published in National Income and Expenditure Accounts, 
First Quarter 1976 (Catalogue 13-001). 

Minor revisions for the years 1937 through 1944 have not yet 
been incorporated in the national accounts. The revised data 
in millions of dollars, are 5. 5, 5, 9, 5, 4. 6, and 9, for the 
years beginning with 1937. 

Adjustments in respect of the treatment of Newfoundland 
from 1940 through 1948. See also line 3 in respect of 1968 
and 1969. 

Personal and institutional remittances, government official 
contributions and government pensions paid abroad. 

As published in National Income and Expenditure Accounts. 
First Quarter 1976 (Catalogue 13-001). 

Line 1 minus line 9. 

Net inheritances and migrants' funds. 
Line 3 minus line II. 
Also equals line 4 minus line 12. 

40,259 

- 702 

39,557 

653 

38,904 

32,591 
6,313 

41,751 

- 168 

12. Equals: current payments of Canada to non-residents 	41,583 
as per National Income and Expenditure Accounts. 

13. Deduct: current transfers paid abroad. 	 - 624 

14. Equals: imports of goods and services as per National 	40,959 
Income and Expenditure Accounts, 

15. Merchandise . . . . . . . . . . . . . . . . . . . . . . . 	30,893 
16. Non-merchandise . . . . . . . . . . . . . . . . . . . 	10,066 

Balances 

17, Surplus (+) or deficit () on current account as per 	- 1,492 
Canadian Balance of International Payments. 

18. Deduct: net capital transfers received from abroad 	- 534 
19. Other adjustments, net .................. 	. 

2. 
 ..- 

20. Equals: surplus (+) or deficit () of Canada on current 	026 
transactions with non-residents as per National 
Income and Expenditure Accounts. 



APPENDIX 4 

Financial Flows Presentation 

The "Rest of the World" sector of the Financial 
Flow Accounts, shown in Table 4.1 with illustrative 
figures for 1974, summarizes the financial transactions 
of residents of the rest of the world with Canadian 
residents. It is constructed by regrouping transactions 
recorded in the Canadian balance of international 
payments to fit the conceptual frame of the financial 
flow accounts. 

Financial flows are presented from the point of 
view of non-residents; an excess of imports over exports 
of goods and services in Canada's balance of payments, 
shown as a negative balance, represents foreign savings 
made available to Canada and is reflected in a growth 
in assets of non-residents. When current account trans-
actions appear in the financial flows, they do so with 
sign reversed, 

Net domestic savirg, category 1400 in the finan-
cial flows, records saving of non-residents of Canada as 
reflected in the national income and expenditure ac-
counts, and corresponds (with sign reversed) in the 
Canadian balance of payments statistics to the current 
account balance less net receipts of inheritances and 
migrants' funds. 

Net purchases of existing and intangible assets, 
category 1800, is used to record the net receipts by 
Canada of inheritances and migrants' funds. As capital 
transfers, these are not part of current income or ex-
penditure under national accounting concepts, although 
they are current account transactions for the balance 
of payments. 

After deduction of these capital transfers from 
domestic saving, a surplus or deficit (equivalent to 
the current account balance of the balance of payments, 
series C40, with sign reversed) is left in category 1900  

covering net lending or borrowing. A surplus is invested 
in financial assets or used for reduction of liabilities; 
a deficit is met by borrowing or by a reduction of assets. 

The change in category 2000 covering net finan-
cial investment reflects the difference between the 
net increase in financial assets and the net increase 
in liabilities. Net  financial investment as it appears in 
the financial flows is the sum of the balance of payments 
items for total net capital balance (series E3), allocation 
of Special Drawing Rights (series J), and, with the 
sign reversed, net official monetary movements (series 
K6). Negative figures indicate a net outflow of capital 
from Canada to other countries reflecting an increase 
in the net liabilities of the foreign sector, which is the 
same sign convention as is used in the balance of pay-
ments statistics. 

The discrepancy item appearing in category 
4000 represents the difference between net lending or 
borrowing (category 1900) and net financial investment 
(category 2000). It would reflect any discrepancy which 
might arise due to timing differences between the 
revision of the national income and expenditure ac-
counts and of the current account of the balance of 
payments. It should be noted that the balance of pay. 
ments balancing item• - representing the difference 
between recorded measures of current, capital and 
reserve movements and embodying all unidentified 
transactions in the balance of payments - is included 
with "other financial assets" in category 2610. 

The reconciliation statements provided in Tables 
4.2 and 4.3 show the direct linking of items in the 
"rest of the world" sector in the financial flows and the 
capital account of the balance of payments. As currently 
constructed, separate data are not provided for the 
rest of the world for the following relevant categories: 

Financial assets Liabilities Title 
category category 

- 3311 1  Currency and bank deposits 
- 3312' Deposits in other institutions 

2320 3320 Receivables/payables 
2321 3321 Consumer credit 
2322 3322 Trade 
2331 - Bank loans 

- 3350 Finance and other short-term 
paper 

- 3410 Mortgages 
2430 3430 Life insurance and pensions 
2513 3513 1  Claims on associated enter- 

prises: government 
3610 Other liabilities 

I 	1lisc catorics are unlikely to be statistically significant. 
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TABLE 4.1. Financial Flow Accounts: Rest of World (Sector XIII), 1974 
Table 2-40 in the Financial Flow Accounts 

Category number 	 Category 	 Millions of 	dollars 

II 	 c;ross saving . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	2,026 

	

400 
	

Netsaving..................................... 	2,026 

	

L00 	Non-financial capital acquisition ......................... 	 534 

	

I Ill I 
	 Net purchases of existing and intangible assets ................ 	 534 

	

Net lending or borrowing (1100- 1500) ..................... 	1,492 

	

7(100 
	 Net financial investment (2100-3100) .................... 	 1,492 

	

100 	Net increase in financial assets ......................... 	3,152 

	

10 
	

Currency and deposits ............................. 	 443 

	

2 11 
	

Currency and bank deposits ......................... 	 347 

	

2212 	 Deposits in other institutions ........................ 	 5 

	

2213 
	

Foreign currency and deposits . . . . . . . . . . . . . . . . . . . . . . . . 	 91 

	

2230 
	

Loans: 

	

2332 
	

Other loans .................................. 	 302 

	

2240 
	

Government of Canada Treasury Bills .................... 	 77 

	

7250 
	

Finance and other short-term paper . . . . . . . . . . . . . . . . . . . . . . 	- 254 

	

N 10 
	

Mortgages .................................... 	 40 

	

7420 	 Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
	 1.865 

	

7421 
	

Government of Canada bonds . . . . . . . . . . . . . . . . . . . . . . . . 	 - 82 

	

722 
	

Provincial government bonds ........................ 	 1,553 

	

2423 
	

Municipal government bonds ........................ 	 146 

	

4 24 
	

Other Canadian bonds ............................ 	 248 

	

2 10 	 Claims on associated enterprises: 

	

7 12 
	

Corporate ................................... 	 785 

	

7 20 
	

Stocks...................................... 	 - 139 

	

7(10 	 Other financial assets .............................. 	 - 475 
(a) Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 - 475 
(b) Special Drawing Rights . . . . . . . . . . . . . . . . . . . . . . . . . . 

7 I 
	

Official monetary reserve offsets ....................... 

	

100 
	

Net increase in liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 1,660 

	

72.10 
	

Official international reserves ......................... 	 24 

	

1:11 
	

Official holdings of gold and foreign exchange .............. 	 - 157 

	

12 
	

International Monetary Fund, general account .............. 	 - 179 

	

: 13 
	

Special Drawing Rights . . . . . . . . . . . . . . . . . . . . . . . . . . . . 	 2 

	

710 
	

Currency and deposits: 

	

13 
	

Foreign currency and deposits . . . . . . . . . . . . . . . . . . . . . . . . 	- 765 

	

2230 	 Loans . ...................................... 	1,493 

	

231 	 Bank loans................................... 	 584 

	

732 
	

Other loans .................................. 	 909 

	

410 	 Mortgages.................................... 

	

10 
	

Claims on associated enterprises: 

	

12 
	

Corporate ................................... 	 763 

	

Foreign Investments .............................. 	- 32 

	

Other liabilities ................................. 	 177 

	

4000 
	

Discrepancy (1900- 2000) ........................... 

S I Li 	: / 7 , ia'1ijf /7 u .1 ce uvi tc !1u'th Quarter 19 ' 	(Th ta1iie 1 	007( 



2310 Currency and deposits: 

2311 Currency and bank deposits 	............................. 

2312 Deposits in other institutions 	............................ 

2313 Foreign currency and deposits 	........................... 

2330 Loans: 

2332 Other loans ....................................... 

2340 Government of Canada Treasury Bills 	........................ 

2350 Finance and other short-term paper 	........................ 

2410 Mortgages 	........................................ 

2420 Bonds: 

2421 Government of Canada bonds ............................ 

2422 Provincial government bonds 	............................ 

2423 Municipal government bonds 	............................ 

2424 Other Canadian bonds 	................................ 

2510 Claims on associated enterprises: 

2512 Corporate 	....................................... 

2520 Stocks 	.......................................... 

2610 Other financial assets: 

(a) Other 	........................................ 

(b) Special Drawing Rights 	............................. 

2700 Official monetary reserve offsets 	........................... 

IJabill ties 

	

-41 
	

14 	- 55 

	

50 
	

1.713 
	

- 210 

	

8 
	

234 
	

-96 

	

24 
	

448 
	- 224 

725 
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TABLE 4.2. Summary Reconciliation Between Rest of the World Sector in the Financial Flow Accounts and the Balance of International Payments, 19741 

Category Financial Flow Accounts/Category I number  

Balance of payments capital flows, allocation of SDRs and official monetary movements 

1)25 	1)30 	D71 1)32 f 1)33  J D35 	D37 	D38 J 1)40 

millions of dollais 

Financial uaeta 

3210 	Official international reserves: 

3211 	Official holdings of gold and foreign exchange .................. 

3212 	International Monetary Fund, general account .................. 

3213 	Special Drawing Rights ................................ 

3310 	Currency and deposits: 

3313 	Foreign currency and deposits ........................... 

3330 	Loans: 

3331 	Bank loans ....................................... 

3332 	Other loans 	...................................... 

3510 	Claims on ausociated enterprises: 

3512 	Corporate ....................................... ..- 775 

3530 	Foreign investments 	 73 	- 39 

3610 	Other liabilities ..................................... 

Total ..........................................725 	- 775 	41 	- 112 	2,423 	- 626 	73 	- 39 

I Signs follow balance of payments conventions, with official monetary movements expressed usa capital flow. 

Source: tour tI Quarter 1976 issues 4 ift,ancia/ Iluw .4 ceounts (Catalogue 13002) and Quarter/v Ectinra(e,c of the Canadian Ha/once n I/nternat,onal Pa yprr',,ts (Catalogue 67-0 
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TABLE 4.2. Summary Reconciliation Between Rest of the World Sector in the Financial Flow Accounts and the Balance of International Payments, 1974' 

Balance of payments capsial flows, allocation of SDRs and official monetary movements 

D44JD48]I9J 
050 061 065 D7l 072 D74 D75[D76jD77 081 082 1 K4 

[ 	
KS j 	Total 

gory 
number 

millions of dollars 

- 26 558 - 177 - 	 8 347 2310 

5 5 2311 

2312 

91 91 2313 

2330 

159 45 98 	1 302 2332 

77 77 2340 

53 94 107 254 2350 

40 40 2410 

2420 

- 	 82 2421 

1.553 2422 

146 2423 

248 2424 

2510 

60 785 2512 

- 139 2520 

40 -515 -475 2610 

- 2700 

3210 

157 157 3211 

- 179 - 179 3212 

- 	 2 - 	 2 3213 

3310 

- 	 852 1617 765 3313 

- 	 4 - 	 580 -584 3330 

38 -588 - 	 9 - 909 3331 

3332 

3510 

34 - 	 22 -763 3512 

- 	 13 - 1 32 3530 

-177 I  -177 3610 

38 ... - $88 49 - 1,354 1,590 597 	45 	77 53 94 - 	 70 158 	- 545 - - 	 24 - 	 1,492 

1 Signs follow balance of payments conventions, with official monetary movements exprcsscd as a capital flow. 
Source: Fourth Quarter 1976 issues of Financial Flow Accounts (Calalogsie 13-002) and Quarterly Est images of the Canadian Balance of international Payments (Catalogue 67-001). 
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TABLE 4.3. Reconciliation Between the Rest of the World Sector of the Financial Flow Accounts and Canadian Balance 
of International Payments, 1974 

Rest of the World Sector 
Financial assets and liabilities 1  

Canadian Balance of International Payments 
Capital flows2  

Category Description Amount number Description Amount 

$ 1000,000 5 1000,000 

Assets 

2311 347 D71 Non-resident owned deposits of Canadian dollars and money 
employed at the Bank of Canada, as Canadian chartered 
banks in Canada (including net Canadian liabilities arising 
from 	the excess of Canadian dollar deposits at foreign 
branches of Canadian chartered banks over Canadian dollar 
loans made by these branches) and at Quebec savings banks 

597 

D71 (part) Less: non-resident owned Canadian dollar deposits at Quebec 
to 2312 5 

D77 (part) Bearer notes sold to non-residents by chartered banks in 
from 2350 - 	177 

D7 I (part) Less: net Canadian liabilities arising from the excess of Cans- 
to 3512 dian dollar deposits over Canadian dollar loans at foreign 

34 

D82 (part) Chartered bank Canadian dollar deposits in foreign banks . . . - 	 8 
from 2610 

D65 (part) Canadian dollar deposits by non-financial corporations with 
from 3313 - 	 26 347 

2312 5 D71 (part) Non-resident owned Canadian dollar deposits in Quebec savings 
from 2311 

and trust and loan companies....................... 

5 

Currency and bank deposits........... 

D77 (part) 

savings banks and at trust and loan companies ............. 

foreign banks ............................. 

Guaranteed investment certificates told to non-residents by 
from 2350 

Canada................................. 

- S 

2313 91 D61 

branches of Canadian chartered banks................... 

Chartered 	bank net 	foreign currency 	position 	with non- 
-  1.354 

D61 (part) - 	852 
to 3313 

banks and trust and loan companies .................... 

D61 (part) 

Canadian mortgage loan companies .................... 

- 	580 
to 3331 

residents................................ 

Deposits in other institutions.......... 

D61 (part) 

Less: deposits with non-residents................... 

- 	 13 91 
to 3530 

Less: loans to non-residents...................... 

2332 

Foreign currency and deposits ......... 

302 D50 

Less: securities of non-residents 	................... 

Other long-term capital transactions: 

Private 	long-term 	loans from non-residents, n.i.e.; private 
long-term 	loans to non-residents, n-i.e.; Canadian dollar 
loans to non-residents by chartered banks in Canada. char- 
tered banks 	foreign currency securities and foreign cur- 

Other loans ................... 

rency assets of Quebec savings banks; Canadian and foreign 
life insurance company capital transactions; and borrowing 
abroad by some government enterprises in Canada 49 

D50 (part) Less: chartered bank Canadian dollar loans to non-residents - 	 4 
to 3331 

D50 (part) Less: United States long-term banking liabilities to Canadians - 	 9 
to 3332 

D50 (part) Less: capital flows between insurance companies in Canada 
to 3610 - 	 177 

D50 (part) Less: non-resident holdings of mortgages on Canadian real 
to 2410 40 

D50 (part) Less: all other transactions listed in D50 except borrowings 
to 2610 40 

D72 Government of Canada demand liabilities mainly for notes 
issued to international investment agencies such as the Inter- 

and their branches and/or head offices abroad ......... 

national 	Development 	Association, but excluding notes 
45 

D81 Other finance company obligations such as borrowing from 
foreign banks and advances from parent and associated corn- 

estate 	.................................. 

158 

D81 (part) 

from foreign banks........................... 

Less: advances to finance companies from their parent and 
to 2512 

issued to the IMF............................. 

60 302 

2340 Government of Canada Treasury Bills. - - 77 D74 

panics 	.................................. 

77 

2350 FInance and other short-term paper . - - - 254 D75 

associated companies abroad ..................... 

53 

D76 

Government of Canada Treasury Bills ---------------- --- - -

Commercial paper including bankers' acceptances --------- - 

94 254 

D77 

Finance company paper.........................

Other short-term paper including notes of banks, mortgage 
loan companies and municipal and provincial governments - 	 70 

See footnote(s) at end of table. 
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TABLE 4.3. Reconciliation Between the Rest of the World Sector of the Financial Flow Accounts and Canadian Balance 
of International Payments, 1974 - Continued 

Rest of the World Sector 
Financial assets and Liabilities' 

Canadian Balance of International Payments 
Capital flows2  

Category Description Amount number Description Amount 

s1000,000 5'000,000 
Assets - Concluded 

2350 	Finance and other short-tenn paper - con- 
duded: 

1)77 (part) Less: bearer notes sold to non-residents by chartered banks 
to 2311 - 177 

D77 (part) Less: guaranteed investment certificates sold to non-residents 
to 2312 

in Canada 	............................... 

- 

40 D50 (part) Non-resident holdings of mortgages on Canadian real estate 40 
from 2332 

1,865 Portfolio transactions: 

24)0 	Mortgages ..................... 

124211 (- 82) D30 

by Canadian mortgage loan companies ................ 

Trade in outstanding bonds and debentures between Canada 
41 

2422) (1,553) 
2423) (146) 

)4221 (248) 

and other countries 	.......................... 

D32 Proceeds of new issues of Canadian bonds, debentures and 

2420 	Bonds 	....................... 

2,423 
D3 2 (part) Less: proceeds from new issues of Canadian corporate stocks 
to 2520 14 
D33 Retirements of Canadian bonds, debentures and stocks held 

- 626 
1)33 (part) Less: retirements of Canadian corporate stocks held by non- 
to 2520 - 	41 1,865 

lairns on 	associated 	enterprises - Cor- D21 Foreign direct investment iii Canada excluding undistributed 
725 785 

stocks sold to non-residents..................... 

1)81 (part) 

sold to non-residents........................... 

Advances to finance companies from their parent and associated 
from 2332 

by non-residents 	.......................... 

60 785 

residents...............................

profits 	.................................. 

Note: see category 2610 

- 139 

companies abroad 	............................ 

Portfolio transactions: 
D3 I Trade in outstanding Canadian common and preferred stocks 

-  112 
D32 (part) 

between Canada and other countries...............
Proceeds from new issues of Canadian corporate stocks sold 

from 2420 14 
D33 (part) Retirements of Canadian corporate stocks held by non- 
from 2420 - 	41 139 

Other financial assets: 
- 475 D82 

residents...............................

Other short-term capital transactions: 
Including chartered bank Canadian dollar claims on non- 

to non-residents 	............................. 

residents, 	short-term 	foreign 	currency 	bank borrowing 

porate 	....................... 

-  545 
1)82 (part) Less: chartered bank Canadian dollar deposits in foreign 
to 2311 - 	8 
D82 

abroad by Canadians, and other 3 .................

Less: net Canadian assets arising from the excess of Canadian 
to 3512 

banks 	................................ 

dollar loans over deposits at foreign branches at Canadian 
- 	22 

'Iocks ...................... 

1)50 (part) All transactions listed under 1)50 except borrowings from 
from 2332 foreign banks: chartered bank Canadian dollar loans to non- 

residents; 	United 	States 	long-term 	banking 	liabilities 	to 
Canadians; non-resident holdings of mortgages on Cansdian 

chartered banks........................... 

real estate and capital flows between insurance companies 

(a) Other 	.................... 

40 - 475 

(b) Special Drawing Rights - 3 - 

Otficial monetary reserve offsets - KS Official monetary liabilities: 
- 
- 
- - Reported use of central bank reciprocal credit facilities. . 

3,152 

in Canada and their affiliates abroad................. 

Sub-total - Capital 	flow resulting from net acquisition of 

Allocation of Sperial Drawing Rights ................. 

Use of IMF credit 	........................... 
Foreign exchange deposit liabilities 	................. 

3,152 
Net increase in financial assets .........

Liabilities 

24 K4 

financial assets 	................................ 

- 	24 
(- 157) 

Official international reserves..................... Official international rrservet............ 

(179) 
(2) -24 
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TABLE 4.3. Reconciliation Between the Rest of the World Sector of the Financial Flow Accounts and Canadian Balance 
of International Payments, 1974 - Concluded 

Rest of the World Sector 
Financial assets and liabilities' 

Canadian Balance of International Payments 
Capital flows 2  

Category Description Amount 
Account Descnption Amount 

s.000,000 s.000.000 

Liabilities - Concluded 

3313 - 765 D65 1,590 Foreign currency and deposits ........ 

D65 (part) Less: Canadian dollar deposits by non-fmancial private coT- 
to 2311 - 	 26 

D65 (part) Less: 	privately held short-term foreign central government 
to 3530 - 	 1 76 

D61 (part) Chartered bank foreign currency deposits with non-residents - 852 
from 2313 

3331 584 D50 (part) Chartered bank Canadian dollar loans to non-residents - 	 4 
from 2332 

D61 (part) -  580 - 	 58 
from 2313 

3332 909 D40 Government of Canada loans and subscriptions: 
-  210 

Subscriptions and loans to international investment agencies 
such as the International Development Association, ex 

Loans to national governments................... 

- 140 

D44 38 

D49 Net export credits directly or indirectly at the risk of the 
- 58$ 

D50 (part) United States long-term banking liabilities to Canadians 	. . . . - 	 9 - 

from 2332 

Non-bank holdings of short-term funds abroad........... 

3512 Claims on 	associated enterprises - Cor- D25 

porations with foreign banks .................... 

Direct investments abroad, exclusive of undiatributed profits - 775 
763 

securities 	............................... 

Note: see category 2610 

Bank loans 	................... 

D71 (part) 

Chartered bank foreign currency loans to non-residents...... 

Net 	Canadian 	dollar 	loan 	or 	deposit 	position at foreign 
from 2311 12 - 	 7( 
and 082 

Other loans ................... 

(part) 
from 2610 

cluding those to the IMF ..................... 

Repayments of principal on above loans .............. 

3530 - 	 32 

Government of Canada 	....................... 

Portfolio transactions: 

D35 Trade in outstanding foreign securities between Canada and 
73 

Foreign investments .............. 

D37 Proceeds of new issues of foreign securities sold to residents - 	 39 

porate ..................... 

D38 

branches of Canadian chartered banks............... 

12 

D48 Medium-term non-marketable United States securities issued 
to 	the Government 	of Canada in connection with the 

other countries ........................... 

- 

061 (part) 

Retirements of foreign securities held by residents........ 

Chartered bank holdings of securities of non-residents - 	 13 
from 2313 

D65 (part) 

Columbia River Treaty 	....................... 

Privately held short-term foreign central government securities - 

from 3213 

3610 177 050 (part) Capital flows between insurance companies in Canada and 
from 2332 their affiliates abroad ........................ - 

3100 

Other liabilities ................. 

1,660 Sub-total - Capital flow resulting from assumption of net 
-  1.61 

2000 

Net increase in liabilities............

Net financial investment 4  (category 2100 1,516 
1,492 

liabilities................................ 

- minus 3100) 	................. 
Total -- Net capital balance ......................

Allocation of SDRs 	......................... 

Net official monetary movements ................. - 	 24 1,4 

I Acquisition of assets by or increase in liabilities of the overseas sector is shown as positive: sale of assets or decrease in liabilities is shown as negative. 
2 A minus sign indicates an outflow of capital from Canada and represents an increase in holdings of assets abroad or a reduction of liabilities to non-residents. 
3 Includes inter-company and accounts receivable and payable and balancing item representing the difference between recorded measures of current, capital and re 

movements and embodies all unidentified transactions. In principle, the inter-company and other accounts receivable and payable included in this item should be allocat 
categories 2321. 2322, 2512, 3321, 3322, and 3512. The balancing item should be included in category 4000. 

4 Net rmancial investment (category 2000), by definition, should equal net lending or borrowing (category 1900). This will not be the case if the National Incorni 
Expenditure Accounts, the source of the Financial Flow Accounts saving estimates, do not incorporate revisions to the current account data of the balance of payments statistia 

Source: Fourth Quarter 1976 issues of Financial Flow Accounts (Catalogue 13-002) and of Quarterly Estimates of the Canadian Balance of International Payments I 
logue 67-001). 



APPENDIX 5 

International Statistical Standards and Canadian 
Balance of Payments Stat istics• 

In the discussion on inter-country exercises in 
reconciliation in Part VI reference was made to the 
efforts of the League of Nations and later of the inter-
national Monetary Fund to introduce standard frames 
and concepts for balance of payments accounting. Some 
of the reasons why these are not followed in their 
entirety in all countries were educed in that discussion. 
Statistics of any country must fIt into an overall frame 
which reflects its major interests and concerns. Its needs 
and priorities may not correspond precisely with inter-
national norms. Administrative procedures, which affect 
in important degree those statistical series based on 
them, may differ from country to country. Institutional 
structures may also differ. 

There are also historical factors involved in statis-
tical change. Some series antedate the development of 
internationally accepted frames, and the disutility to 
users of abandoning long-standing conventions must be 
weighted against the advantages. 

In addition, the complexion and costs of con-
structing certain data series may be considered excessive 
in relation to their usefulness for analytical purposes. 
It is probably inevitable, therefore, that balance of 
Iayments statistics published by Canada do not conforni 
in some respects to present international statistical 
standards. For the most part the departures have limited 
,ienificance. 

Where the decision to differ arises from an assess-
iiieiit of net user benefit rather than from data availabil-
iv, efforts are made to rework the data so far as possible 
for international use. (It is frequently more practical to 
do so for international returns required only on an 
annual basis, than for presentations required quarterly.) 
lie two appendices which follow provide examples of 
returns supplied by Canada to international organiza. 

iris, and illustrate this process. 

The remainder of this note describes some of the 
dil'lcicnces between Canadian balance of payments 
statistics and the standards provided in the Third Edition 
(if the International Monetary Fund's Balance of Pay-
trhn!s Ikfanual. 

Merchandise exports and imports, balance of 
pay ments basis (series Al and Bl) - In Canadian series 
exports and imports are generally valued f.o.b. place of 
lading. The IMF standard calls for valuation at a uniform 
Iioundary, viz at the customs frontier of the exporting 
country (f.o.b.).' Inland freight to the border of the 

I IMF Balance .( Pav,nents Manual Third Edition (1961). 
jiraph 1 27. 

exporting country accordingly appears_as an element of 
the freight and thipping eries in Canadian statistics. 
Sales to and purchases from non-residents of non-
monetary gold have been reflected in the adjusted 
merchandise series for Canada since the second quarter 
of 1968: under IMF standards they are treated sepa-
rately.2 It has been the Canadian practice to substitute 
progress payments in connection with the construction 
of ships, civil aircraft and some military equipment 
in place of the actual deliveries of the equipment, as 
described under series Al and Bi in Part II; this practice 
is not in accord with the IMF standards under which 
any balance of progress payments would be treated as 
a capital flow. 3  Until the end of 1970, goods originating 
in Central and South America but consigned to Canada 
from the United States were classified to the country 
of origin in Canadian series; under IMF standards, and 
the present Canadian treatment, they are allocated to 
the last country (the United States) which both ex-
ported them physically across its customs frontier and 
owned the goods at the same time. 4  

Travel receipts and payments (series A4 and 
B4) - These series in the Canadian statistics cover 
receipts and payments incidental to international travel. 
Included among receipts are two elements which the 
IMF classifies as other transportation:S payments by 
non-residents to Canadian carriers except for local 
transportation, and expenditures of foreign crews and 
other carrier personnel (except those engaged in ocean 
or lake transportation). Personal expenditures in Canada 
of foreign migrant workers and of foreign commuters 
are included in Canadian travel receipts; under IMF 
standards these would be treated as other services. 6  
Among payments there are also two elements of the 
Canadian series which the IMF classifies as other trans-
portation: 7  payments by residents to foreign carriers 
except for local transportation, and expenditures abroad 
by resident crews and other carrier personnel (except 
those engaged in ocean or lake transportation). Personal 
expenditures abroad of Canadian migrant workers and 
of Canadian commuters are included in Canadian travel 
expenditures; under IMF standards these are treated 
as other services. 8  

Interest and dividends (series A15 and B15) - 
These Canadian balance of payments series exclude 
elements of investment income which form a part of 

)4bid.. paragraphs 152, 170 through 191, 
3 Ibid.. paragraph 156. 
4 Ihld., paragraph 461. 
5 Ibid., paragraphs 228 and 232. 
6 Ibid.. paragraph 299. 

Il'id.. iiarLraphs 222 and 232. 
' hid., pjra'raiIi  2'O). 
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the miscellaneous income component of series A23 
and B23, other service receipts and payments, as de-
scribed in Part II. These elements would be included 
with interest and dividends in the IMF category of 
investment income.9 The IMF standards would also 
include in the item the relevant amounts of taxes with-
held. 10  In the Canadian data, taxes of all sorts with-
held in Canada are grouped in a specific series B27. 
Undistributed earnings of resident direct investment 
corporations accruing to non-residents, and of foreign 
direct investment corporations accruing to residents, 
are included in the IMF concept of investment income1 
but do not appear in Canadian balance of payments 
statistics.1 2 

Freight and shipping (series A21 and B21) - It 
has already been noted that Canadian trade series are in 
principle recorded f.o.b. place of lading rather than 
customs frontier as recommended in the IMF standards. 
The Canadian freight and shipping account accordingly 
includes receipts by Canadian carriers for all freight 
within Canada on exports and payments to non-residents 
for all inland freight abroad on imports; these have no 
counterpart in the freight and transportation accounts 
of the IMF. The IMF frame distinguishes separate 
categories for freight on international shipments' 3  and 
other transportation.' 4 Neither expenditures in Canada 
of foreign crews and other carrier personnel (except 
those engaged in ocean or lake transportation) nor pay-
ments to Canadian carriers for non-local passenger 
transportation are identifiable separately in Canadian 
data; they are included with travel receipts in series 
A4 rather than with other transportation as called for 
by the IMF. Similarly expenditures abroad by resident 
crews (except those engaged in ocean or lake trans-
portation) and payments to foreign carriers for non-
local passenger transportation appear as travel payments 
in series B4 rather than as other transportation. The 
insurance elements of freight and shipping, expenditures 
in Canada of foreign airlines, expenditures abroad of 
Canadian airlines, and international receipts and pay-
ments of Canadian railways, other than for freight are 
included with the business service element of other 
services in series A23 and B23 rather than as other 
transportation. Some further detail of the relationship 
between the freight and shipping series in Canada 
and the IMF categories of freight and other transporta-
tion will be found in the section on series A21 and 
B21 in Part II. 

Other services (series A23 and B23) -- Other 
services as used in the Canadian balance of payments 
correspond broadly in total to the IMF categories of 

9 Ibid., paragraphs 247 through 261. 
10 Ibid.. paragraph 250. 
Ii Ibid., paragraph 253. 
12 See note on measures of undistributed earnings in Part 

VII. 
13 Ibid., paragraphs 192 through 226. 
14 Ibid., paragraphs 192 through 197 and 227 through 

24, 

government, not included elsewhere, 15  and other 
services.1 6  The principal differences are that a substan-
tial part of the miscellaneous income component would 
belong to the IMF category of investment income; and 
the insurance elements of freight and shipping, expend-
itures abroad of Canadian airlines, expenditures in 
Canada of foreign airlines, and the international receipts 
and payments of Canadian railways for services such 
as car rentals, use of leased roads, maintenance, etc., 
would belong under the IMF to other transportation. 
Until 1952 pension receipts were included with services, 
but if available separately would have been included 
in series A33 and the IMF category for central govern-
ment transfers. Lottery receipts and payments• which 
are included with services in the Canadian estimates 
belong in the IMF classification for private transfers1 7 
and government purchases of embassy buildings and 
similar non-military installations which are included 
with current government expenditures in the Canadian 
current account belong with long-term capital flows 
under international standards.' 8  

On the other hand personal expenditures in 
Canada of foreign migrant workers and personal expend-
itures abroad of Canadian migrant workers, which are 
included but not distinguished separately among 
Canada's receipts and payments on travel account (series 
A4 and 134), would be regarded by the IMF as other 
services, as would underwriters' commissions which in 
the Canadian data are netted against the relevant capital 
flows. 19  To the extent that payments to non-residents 
for services are subject to Canadian withholding taxes 
the Canadian payments series are shown net rather than 
gross as under the IMF standards 20  and the total of all 
withholding taxes shown as a separate series B27. 

Withholding tax (series B27 and A38) - These 
series in the Canadian balance of payments record 
respectively a service payment and a corresponding 
transfer receipt. Under the IMF frame the service pay-
ment would be distributed over the various payments 
series to which the taxes related, and the receipt would 
be a component of central government transfer pay-
ments.2 I  The timing of the entries used in the balance 
of payments is that employed for the national income 
and expenditure accounts and does not necessarily 
correspond with that envisaged in the IMF frame. 

Other transfers (series A30, A33, B30, B33, and 
B37) - These series in the balance of payments covering 
inheritances and migrants' funds, personal and insti-
tutional remittances, and official contributions, embrace 
as a group most of the rest of the content of the IMI' 

tS Ibid., paragraphs 262 through 290. 
16 Ibid., paragraphs 262 through 265 and 291 thiu4i 

312. 
17 Ibid., paragraph 320. 
lSIhid., paragraphs 391 and4l' 
19 Ibid.. paragraphs 28 7 , 303 
20 Ibid., paragraph 334. 
21 	f/id iiu.pti 	334. 
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standard categories for private22 and central govern-
ment23  transfer payments. As noted earlier lottery 
receipts and payments have been included with Canadian 
data for other services (A23 and B23), and pension 
receipts are included in series A33 only from 1952. 

Direct investment (series D21 and D25) - The 
direct investment series used in Canada differ in some 
important respects from the IMF standards. The authors 
of the Balance of Payments Manual2 4  came to the 
conclusion that no realistic distinction between long-
term and short-term capital movements could be made 
on the basis of general criteria and that all movements 
of direct investment capital in the private sector should 
be uniformly classified as long term. In contrast the 
Canadian data have consistently been constructed on 
the basis that the direct investment series should be 
confined to flows intended or likely to remain out-
standing for more than one year from the date incurred, 
a distinction which has been found to be practical and 
analytically useful in the Canadian context. Another 
major difference between the Canadian data and the 
IMF standards arises because Canadian balance of pay-
ments presentations do not articulate the accrual of 
undistributed earnings in respect of direct investment. 
This point has been noted earlier in the discussion on 
interest and dividends and is also covered in the note 
on measures of undistributed earnings in Part VII. Of 
lesser importance is the treatment by Canada of com-
niercial real estate owned by non-residents other than 
through a resident entity as other long-term rather than 
direct investment. This practice stems from the desire 
to maintain the integrity of the direct investment flows 
with the coverage of the corporate surveys of direct 
investment. The IMF standards allow some leeway with 
respect to capital in direct investment enterprises that 
is held by other than the controlling interest, noting 
that such investment is sometimes similar to direct 
iiivestment capital and sometimes to portfolio capital, 
and that it may be allocated to either category depend. 
na on which characteristic is predominant. 25  While 
inada treats such investment as portfolio in the balance 

I payments (but direct in the international investment 
position in the case of investment from the country of 
i'.idence of the principal owners), the United States 
tje,ils such flows as direct. 

Portfolio security transactions (series D30 through 
I) . Apart from the question of treatment of capital 
in direct investment enterprises that is held by other 
tian the controlling interest, discussed immediately 
above, this group of series in the Canadian balance of 
paYments approximates the corresponding group in the 
I\IP standard frame. The structure is, however, signif- 

2 Ibid.. paragraphs 313 through 321. 
Ibid., paragraphs 313 through 314 and 322 through 

:4 ibid., paragraphs 353 through 354 and 367 through 

icantly different owing to the sectoring (private, local 
government, central government, etc.) followed by the 
Fund. Canadian data do not identify separately common 
and preferred stocks, nor are series constructed for 
new issues abroad as distinct from sales to non-residents 
of new issues which include participation of foreigners 
in new domestic issues of securities. Canadian data 
produce flows net of underwriters' and brokers' com-
missions; under the IMF standards underwriters' com-
missions on new issues should be treated as services.26 

Loans and subscriptions - Government of Canada 
(series D40 through D44) - These series in the Canadian 
balance of payments correspond to the relevant IMF 
categories covering central government foreign assets, 
although as noted in the description of series D41 in 
Part III the funding of accrued interest on some draw-
ings of loans in the early postwar years was not artic-
ulated. 

Columbia River Treaty transactions (series D48) 
These international transactions were all attributed to 
the central government through which they were carried 
out. As described in the series note D48 in Part III, 
receipts were of two sorts - those arising from the sale 
of downstream benefits and those in respect of flood 
control. Under the IMF concepts the latter might have 
been regarded as government receipts for services in the 
current account. 

Other long-term capital transactions (series D50) - 
This group of flows corresponds closely in total with 
the remaining group of long-term categories in the IMF 
frame which are, however, distributed by sector. The 
Canadian data cover commercial real estate owned by 
non-residents which under the IMF standards would be 
shown as direct investment. Canadian identification of 
the pure trade credits component is imprecise. Under 
the Canadian practice progress payments are substituted 
in the current account for recorded exports and imports 
of certain types of capital goods; under the IMF stand. 
ards any balances of these progress payments would be 
treated as capital flows. 27  In the Canadian data trans-
actions with respect to embassy buildings and similar 
non.rnilitary installations are recorded as government 
transactions in the current account; under the IMF 
standards these flows would be treated as long-term 
capital flows. 28  

Short-term capital transactions (series D61 through 
D82) - The presentation of short-term capital flows 
used in Canada differs greatly from that in the standard 
IMF presentation, with an emphasis on the form of 
instruments rather than on sectors. Although large, 
the differences are few in number. It has already been 
noted that the direct investment category in Canada is 

26 Ibid.. paragraphs 287, 303, and 358. 
27 ibid., paragraph 156. 
2 	ii,;,! 	in 	I 
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confined to flows of a long-term character, and accord-
ingly flows are recorded as short-term in the Canadian 
data which under the IMF standards would be simply 
recorded as direct investment. Another difference 
between standard international and Canadian practice 
is the treatment in the frame of certain progress pay-
ments on capital goods as transactions on current 
account, some of which would be regarded as short-
term capital flows by the IMF. Finally it has been the 
Canadian practice to reflect net errors and omissions• 
within short-term capital movements rather than as an 
explicit series. 

Other differences - Other differences between 
Canadian practices in the construction of balance of 
payments estimates and the IMF standards relate to 
regional distributions, in particular the allocation until 
1971 (revision of 1975) of imports from the United 
States of goods of Central or South American origin and 
the treatment of Puerto Rico and the United States 
Virgin Islands independently of the United States. 
Canadian data throughout are based on market rates 
of exchange rather than nominal rates advocated in the 
standards which were predicated on the existence of 
a fixed exchange rate system with narrow trading bands. 



APPENDIX 6 

Canadian Balance of Payments Reports to the International Monetary Fund 
and Organisation for Economic Co-operation and Development 

The return in respect of the Canadian balance of 
international payments for 1969 which was prepared 
to meet the requirements of the International Monetary 
Fund and of the Organisation for Economic Co-opera-
tion and Development is reproduced on the following 
pages.' The data are consistent with those published 
in Quarterly Estimates of the Canadian International 
Balance of Payments, First Quarter 1976 2  but have 
since been revised. 

Three additional notes might be added. Inher-
itances have been reflected in the IMF/OECD item 

I Except for the supplementary schedule giving quarterly 
bilateral dislributions of the current account (which are as 
regularly published) and schedules expressing the data in terms 
of United States dollars. 

2 Catalogue 67-001.  

139.1 covering migrants' transfers rather than item 
B9.2 covering other private transfers. Provincial govern-
ment enterprise data which are reflected in the IMF/ 
OECD item C.13 covering local governments became 
available separately from 1968 and should have been 
included in item C.l I covering private long-term trans-
actions. Finally, the regional allocation in respect of 
the United States followed the Canadian practice except 
in the case of non-monetary gold which appears as 
unallocated; under international practice trade with 
Puerto Rico and the United States Virgin Islands, and 
imports of goods of Central and South American origin 
consigned to Canada from the United States, should 
have been allocated to the United States. 
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I Statistics Canada Statistique Canada 

BALANCE OF PAYMENTS RETURNS TO INTERNATIONAL INSTITUTIONS 

CANADA 1969 

Schedules: 

IMF-OECD 	Global Balance of Payments Summary 
IMF-OECD 	Regional Balance of Payments Summary 
IMF 	Table 11(b) Nonmonetary gold 
IMF 	Modified Table XV 
IMF 	Modified Table XVI 
IMF-UN 	Special Report on International Flow of Long-Term Capital 

and Central Government Transfer Payments - (Parts 1 & 2) 
Supplementary Schedule(1) - Quarterly bilateral distribution of the 

current account. 
All schedules are expressed in both Canadian and United States dollars. 

Schedules expressed in Canadian dollars are on white paper, those in United 
States dollars(l) follow on yellow paper. 

Notes: 

Merchandise figures are those published in the "Canadian Balance of 
International Payments" reports, and the supplementary table permits reconcilia-
tion of these estimates with the figures published in the "Trade of Canada" re-
ports. 

To the valuation of f. o. b. point of shipment of the Canadian trade 
figures is added inland freight to derive as closely as possible the f. o. b. cus-
toms frontier requirements for the IMF tables. 

Miscellaneous income is included with item A. 6 "Investment Income". 

Pension payments are included with item B. 10 "Central government". 

(1) Not reproduced. 
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Specific qualifications to the data on capital movements: 

IMF/OECD IMF/UN 
11. 1 	A. 1 	excludes undistributed earnings which are not available. 

Ii. 2 	N. A. 	includes preferred stocks which are not identifiable separately 
and are consequently excluded from item 11. 3. 

	

.4 	N.A. 	includes also loans other than trade credits. 

	

1. 	N.A. 	excludes loans. 

12. N. A. 	includes foreign assets (if any) of local governments which are 
not identifiable separately and are consequently excluded from 
item 13. 

12. 1 	N. A. 	includes also some loans other than trade credits. 

includes provincial and municipal governments and also their 
cflterprises which are not identifiable separately and con-
equently do not appear elsewhere. 

xcludes central government enterprises which are included with 
private sector. 

\. .\. 	includes all new issue and retirement transactions with non- 
rtidents whether carried out in Canada or abroad. 

11. 1, 	 \. \. 	ii ludes only trading of outstanding Securities. 

14.5 	C. 2 	excludes transactions covering embassy buildings and similar 
non-military installations which are recorded in the current 
.i ccount. 

includes under assets Canadian $32 million (U. S. $30 million) 
Leipts under the Columbia River Treaty arrangements. 

I 	 .. ... 	i.iudes holdings of European currency deposits which were 
formerly classified to 16. 2. 

CLIIILy Lransactions are shown at the international proceeds value; under-
and commissions on issues of securities are not, therefore, shown as 

itl transactions. 

While the global statement is based on a resident - non-resident distri-
regional distribution of securities transactions is based upon the area 

.n transactor rather than of the claim. 

l'able XV, Cols. 3 and 4 cover government transactions with IMF, Exchange 
I iru ,iuiiiit and other foreign deposits of Government of Canada most of which are 
included in "net official monetary assets". Finished gold held at the Royal Canadian 

xIuded. 

I ii 	I, 1'.Cjii i 	i in t idcii nId bullion. 

I 	iL_._. 
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DATE SENT OUT 1 
I.M.F. - O.E.C.D. 

COMMON REPORTING SYSTEM 
GLOBAL BALANCE OF PAYMENTS SUMMARY 

DATE COMPLETED 	 PERIOD COVERED 

1969 

CURRENCY UNIT 

REPORTING COUNTRY 

CANADA 

$ MILLION CANADIAN 

EXCHANGE RATE USED 
FOR CONVERSION 

CREDIT DEBIT 

A. GOODS AND SERVICES (I throagh 8) 18,662 19,523 
1. Merchanthle 15.414 14.495 

	

1.1 	EnporU and stnpow. f.o.b. 

	

1.2 	Inlund ft'Oight 
14.832 14.007 

582 488 
2. Non-monetary gold 108 _____________ 
3. Freight and Insurance on inte rnational shIpmen ts  231 341 

	

3.1 	Frekghc 

	

3.2 	Insurance 	Included in 8.3  
231 341 

4. ötiiertrapportarion 122 167 

	

4.1 	Passenger fares Included in 5  

	

4.2 	Other 122 167 - 

5. Trurcl   1.074 
 857 

1.292 
1.865 6.Inveatrrmnsincome 

	

6.1 	DIrect investment income 

	

8.2 	Other prIvate 

	

6.3 	Other officral 

187 592 
527 888 
143 385 

7.Government. not includedelsewhere 195 213 
7.1 	Military Dansactions  
7.2Non-milttaçyansact1ons 1 195 213 

8.Other servIces  661 1.150 

	

8.1 	Non-merchandise insurance 

	

8.2 	Wockeai' earnings  

	

8.3 	Other 

36 42 

625 1.108 

B, TRANSFER PAYMENTS (9 plus 10) 461 552 

9. Prtvate 1 	 - 	 - 

9.1 	MIgrants' remIttances 
9.2 	Other private transfers 

461 367 
-- 	 366 204 

 95 - 163 
10. Central goveunment  - - 185  

C. CAPITAL AND MONETARY GOLD (11 through 16) 

ASSETS LIABIlITIES 
DEBIT CREDIT DEBIT 

 4,143 5,225 721 

11, Private lonjterrn(,ncludtng all d irect inveatmenr)2  

rCREDIT 

400 1.669 7 

	

11.1 	Diftct Investment 

	

11.2 	Other corntron itocka 

	

11.3 	Other tecuettlea 

	

11.4 	Other uade cred,ts 

	

11.5 	Other assets and liabilities 

370 720 - 

 - 263 - 

 24 419 - 

36 6 165 - 

6 - 102 7 
12. PlIvite short-term (other than direct istyessment)' 4  26 1,033 422 316 

	

12.1 	Trade credtss 

	

12.2 	Other assess and liablIltins 
- 7 69 79 
26 1,026 35I 

237 
Loca l goveMrneW12 - - - 1.258 199 

	

13.1 	long-term assets and liabilIties 
- 	 13.2 	Short-term assets and liabIlitIes 
14. Central governme4it 2 	 - ________ 	- 

	

14,1 	Long-term mans abroad 	 - 

	

14,2 	Other tong-term securities 

	

14.3 	Long-term loans, Inter-government 

	

14.4 	Other long-term loans 

	

14,8 	Other long-term assets and lIabilities5 

	

14.6 	Short-term aanetu and liabilltlei 
j4,Cenrxal monetary mtttutions 	-- - 	 - 

	

15.1 	Accounts with I.M.F. 

	

15,2 	Gold 

	

15.3 	S.D. R.hotlings 

	

25.4 	Other freely usable assets 

	

15.5 	Other rcse.rvea  

	

15.6 	LiabIlities to official 3 

	

15,7 	Other long-term loans 

	

15.8 	Other shun-term loans 

	

15.9 	Other foreign amen and llabililteo 
16, Other nasneraryjpeituslons 	- 	 -- 	- 

	

18.1 	Gold 

	

16,2 	Other freely usable amen 

	

15.3 	U.nblliuestoofficlal 3  

	

16,4 	Other long-term loans 

	

16,6 	Other shalt-term loam 
16.6OtherforeignamenandliabllitSal 

- - 1,240 199 
- - 18 - 

54 142 106 146 
- - 40 83 
- - 23 - 

22 59 - - 

- - - - 

32 78 - 29 

- 5 43 
2OR 303 4 3 
- 293 - - 

- 10  ______  
238 - 

- 

- 3 
- - - 

- - - 

- 

105 
- - - 

2.265 1.766 50 
NA. N.A.  

- 	 105 2.132  
, 	 - 

- 

- 

- NA. 
6 

N,A. LA, 
-  - 

127 - - 10 
- - 1.766 40 

1. All resIdents other than central government. 	2. Eactading rtmsseuscy,  Institutions. 	3. Exclading International 500-ttamctary innlllatioos. 

4. Including errors and omienions. 	5. Including trade credits. 
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I.M.F. - O.E.C.D. 
COMMON REPORTING SYSTEM 

GLOBAL BALANCE OF PAYMENTS SUMMARY 
(concluded) 

ANNEX I 
DERIVATION OF MERCHANDISE DATA FROM EXPORTS AND IMPORTS 

ACCORDING TO TRADE RETURNS 

Exporu according to trade retorts 14,890. 1 

Adjetmenu: 

Wheat 
Military goods 
Automotive products  

All other  

12.8 
+ 	51.9 

in balance of pIynntr (Sub-Item 1.1, mcdii) 14,831.9 

tnqioruacooeduigtotradercttiiu 14 	130.4 
Aditsirnenu:  

Military goods 
Civilian aircraft 
\:tomotive products 
.\ll 	other 

0.2 

- 	11. 5 
- 	Al c 

28.8 	 - 123.6 

14,006.8 

ANNEX II 
M[MORANDUM ITEMS 

truly: .d Suteidariet  
of ,iitllleSttt 	 C flleflirtStO abritail 

of foreign enrenprucs In ruNotoig country 

N. A. 
N. A. 
N. A. 

a Iatuca of foreign iecurittca on domestic market - 47 
Equities 

Government secitrltlea 
SOiaeu by Ititernatlofllt negInisuilons 

- 
- 	9 

- 

- 	9 
pavnlrrnts 	If <eons f 	i,verflll1cet 	<ri.....ret debt 

Cites ti foreign holdLrigl of ucouul govcnurtrotlong-tesrnicciuriueo. 
Ign sector 

- 

- 20 

Central and ragionat nnsnoruy Imiliutlons 

Iniemailonat 000-rtinoCtaay aeganlseilces 
L*hes oTiciat hotdetr 

Dthez flnsflcUSy ImnttuUons 
Othezbaiden __________________ 

- 	6 
- 

N. A. 
N. A. 
- 14 

Ingea In foreign holdln 	Central goveinment slenet-term oectwitlns. by 
lip sector 28 

Central and regional nccary lortliutlosia 
lirteinattocit 000-nmnet.lZy oeganlutlom 

Dthaofflciatholdea 
Dihel Itmnciai'y InttItutnu 

- 

11 
NA. 

- 	- 	- N. A. 

1, 

I' 



I.M.F. - O.E.C.D. 

COMMON REPORTING SYSTEM 
REGIONAL BALANCE OF PAYMENTS SUMMARY 

DATE SENT OUT 	 DATE COMPIEIED 	 PERIOD COVERED 1 	 RTINC COUNTRY1 

I CANADA 

( ---------- Ohrr O.00 .urope -----) 	--------- Other Coor1ee -- ------------------ --------- ) CURRENCY UNIT 	CONACIAN 	AlILI IN 

INTERNA- _tP1. m"n ' .1 

- 

mom

•1 

-3 
.1 	 • 

--c-r-----n----1-----1---------- • _____ 

INS -- -------- -- ----- ------ 
1. 	em-L*eU. P..e.. G.oy P.L. flely. N.thIe.. 	N. Ae, D.rnr.A. Fm1ed. LceLed. keled. NwCy. Pete$.I. Seedee. Selteeeleed. 
3. AIb.Ie. 	Ceee.IovUL.. CkLU MeleIWd. Geeeey (seetee et.Uee Zeee). flpey. NU. Keeee. Nth VIee.N.m. 0eee Meego(M. Poleed. eoo,eeie. U.S.S.I 

4. IeebeeS e.gJ.I 	 N. All rasidavat totbat dm the ceeleel 5eoeeeel. 

co 



For it... 17 through 23, the i.t.t side of each co1. CO,.WS credi ts , 	 I . M.F. - O.LC.D. the ri1ht cover. d.btt.. Debits are todtc.t.d by .tnoa atgoa to tt eems  ii through lb. 	 COMMON RIPORTING SYSTEM 
REGIONAL BALANCE OF PAYMENTS SUMMARY 

(concludcd) 
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I. OI.dIO1 coWsq 	 2. tealodisI IIioiO1 -OOo.Wy eaUwt, 	3. Icelodiog errors and o.iOstona. 	4. Inciudt.ng  trade credits. 
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TABLE 11(b). NONMONETARY GOLD 

Canada 
Compiling Country 

Currency ..c.c! ------9]..1I- Unit •• 9n 

1969 
Period Covered ...................................................... 

Exchange Rate: us....(').............Per 

Item 

Thousands of 
Fine Ounces Volue 

Credit Debit Credit Debit 

1. Exports 	(1.1 	plus 	1.2) 	............................................................... 
1 .1. 	Refined 	gold 	....................................................................... 
1.2. Unrefined and 	partly worked gold 	........................... 

2. Imports 	(2.1 	plus 2.2) 	.................................................... .......... 
2.1. Refined 	gold 	..................................................................... 
2.2. Unrefined and partly worked gold 

3. Net exports (credit) or net imports (debit) 
(balance 	of 	items 	1 	and 	2) 	.....................................- 

4. Change in gold held abroad: increase, debit; 

decrease, credit (4.1 	plus 	4.2) 	--- --------------------------- - ------------- 
4 .1. 	Refined 	gold 	....................................................................... 
4.2. Unrefined and 	partly worked gold 	----------------------------------- 

5. Change in gold held by foreigners in compiling country: 

increase, credit; decrease, debit (5.1 	plus 5.2) 	............... 
5 .1. 	Refined 	gold 	....................................................................... 
5.2. Unrefined and 	partly worked gold 	.................... . ............ 

6. Net foreign transactions at transactions value 
(balance 	of 	items 	3, 	4, and 	5) 	............................................... 

7. Change in monetary gold holdings at par value 
(increase, credit; decrease, debit) 	....................................... 

8. Nonmcnetory gold (balance of items 6 and 7 and of 
items 9 and 10 = Table A, item 2) 	.................................... 

Sources (credit) and Uses (debit) of Nonmonetary Gold 
9. Mine 	output 	................................................................................. 

10. Net uses (balance of items 	10.1 	- 10.4) 	................ .............. 
10.1. 	Arts 	and 	industry 	.................. .........................................  
10.2. Mine inventories 	............( 8 _ 9.) 

10.3. Refiners' and dealers' inventories 	..................- ..........  
10.4. 	Hoards 	.................................................. . .......................... 

4,850 xxx 206 xxx 

4,715 xxx 201 xxx 
135 xxx 5 xxx 

xxx 168 xxx 7 
xxx 108 xxx 5 
xxx 60 xxx 2 

4,682   199  

266  10 __________ 
266 _________ 10 _________ 

- - __________ 

(2) 
2, Z24  91 _ 
2.224   91 _________ 

- - ___________ 

2 . 192  98  

266  

. 

 10  

2 . 458   108  

2, 545 

. 

xxx xxx xxx 
- xxx xxx __________ _________ 

xxx xxx 
__________ 

__________ 
87 xxx xxx 

xxx xxx 
. 

__________ 
xxx xxx .___________ __________ 

All values are expressed in millions of Canadian dollars and with the exception 
of items 6 and 7 were determined by using for each transaction the export or 
import value or the appropriate monthly gold price for sales in Canada. Item 7 

represents the Canadian dollar equivalent of changes in official holdings as 
published, converted at the monthly average noon spot rate. 

2 
	

Includes private sales by mines in Canada. There is no satisfactory way of 
distinguishing between sales to residents and non-residents so this figure in-
cludes, therefore, some sales for domestic use in industry and the arts. 

3 
	

This figure is a residual. 

International Monetary Fund 
Washington, D.C. 



MODIFIED TABLE XV. GOLD HOLDINGS AND FOREIGN ASSETS AND 
LIABILITIES OF CENTRAL MONETARY INSTITUTIONS 0  

Period Caverd 	...J--........_ ...... ..... .................  
Average 1969: U.S. $1 1 Cdn. $1.0768 

Encheeg. Rsi, USS ............- ---- ...P.............. ........ 
Close 1969: U.S. $1. 	Cdn.$1.0728 
Close 1968: U.S. $1. 	Cdn. $1.0728 

Total A.sats and Lisbities 	 - 	 Of whi P., ernst.4 n Dns..estc Car envy 

C.ntnal Banh 	Other 	 .J!!L 	 TransFer to 	Central Bank 	Oth.n Institutions 	 Total  

This 	Last 	Thi. 	Lest 	return 	return 	(...) 	Adjust- 	Change 	Sonrrnory 	This 	Last 	This 	Lest 	neWer 	rstonr 	(_) 	Adjost. 	Chenge 
rats., 	return 	n.tsnn 	reran. 	(103) 	(2°4) 	5-61 	(78) 	Table 	nenunt 	netset 	nets., 	return 	(11 '13) 	(12+14) 	(15-16) 	ent• 	(17d8) Ite., 	 (B) 	L 	(10) 	(1 	L 	(14) 	 - 

Increase 	 tern in 	 Increase 
Th.s 	Last 	J,.,se 	Connected 	Global 	 Ths 	Last 	da..s. 	Carrs.d 

IMP Arsoonts 

Other Foreign As.ts 

7.3. Bank ,00eptences 	-. ..................... . .......... 
7.4. 	Other 	................................... ............ 

Other Foreign Lishiltes 

Moentns-yGold 	 - 	- 	- 	- 	- 	- 	- 	 - 
1. Pledged..................................................-__-___________________ 889 	....73!.. 	 505.... 	_i......  
2. Other .... ............................................................................ 	 933 	+10 	 ave 	+10 	 ass 	aua 	ox, 	sos 	axe 	sue 	I 	,aa 	xoa 
3. Total (1 plus 2) ....................- ........ . 	_...__ 	 23 	....!_ 	.._2i3 	 933 	....±J2. 	_......_ 	.t.±.?. 	 LL. 	.....!!5._ 	 550._.... 	_5!0._ 	._855-_ 	__..911 	 88!.__ 	-5-.- 	-!8S 	-085---- 

)Qsantity thousand Fine asno.a) 	 ( 	- 	I I 	- 	((24,995) 	24,730) 	24,995) 	(24,730) ( 	265) 1 	- 	1 1 	265) 	u,u 

4. Assets (subscription and lending to IMF( 	............................... 	_.Z.. 	.....Z 	.....__ 	_J! 	.±J2!  
5. Liabilities (IMP holAngs of domestic cumnency) .......... 	.._.......___)(.. 	............ 	..2. 	386._21_ 	...J.2.1.. 	.........±.L 	.L..!22 	...__ 	............. 	...378 	1...22 	386 	1...........ZL 	 12.1 	 ±.J. 	 J.2 
6. Net  Assets(4 nuns s 5) 	 -. 	.. 	8 	_508 	214 	_09 	206 	+294 	-1 	+293 	15.1 	-8 	-8 	-378 	-569 	-386 	-577 	+191 	-1 	+190 

7. Marketable Assets (7,1 through 7.4) ............ 	 _ ...... 	......J(.L 	...........11. 	_J_elZI. 	1..22 	1,806 	_a2.1 	..=.... 	..........±.J.. 	..Z.11. 	 Z_ 	................ 	................ 	.......__.... 
7.1. International lending inetitotians 	...................... ..------ 	.............._ 	------ 	..__.,,_... 	._... 	_... 	..._____... 	______... 	____..._... 	_........_ 	............. 	............ 	............. 	. 	...____=_... 
7.2. Fonnign cenonol goveertrneots ............ 	.____......L 	...........J..L 	1,725.2..022Q 	..2.0Q.L 	225±__ 	.. 	__......____ 	................ 	_ 	______ 	__--- 	_.........Z..... 

9. Afliliatnd institutions )gnoss( 	....................... . ... .....______ 	.-..-  10. Long-teen loan n .............. ..............___........_.. ...... 	..._ 	__ss.._ 	._...._..... 	______=__. 	- 	...______ 	- 	- 	2 	 - 
8. 	Dnposts 	.................................................................................J29 	...........i6. 	............12.. 	.............1Q.. 	 9..L 	.........1Q6. 	......=...L5. 	 z_... 	.....J...5- 	............ 	______... 	...____=.. 	................ 	................ 	..........,... 

11. Short-tenor loans ................................... ...... . ... .............-__ 	-__- 	---. 	-- 	-- 	-c- 	_.___ 	-c.- _._.... 
12. 	Other4 	.......................................................................  

......__ 	_....... 	...____=__ 	_..._.. 	_ 
....................-.--  

13,2, Other reserves 	 _____ 	- 	 L_  
13,3. Other 	.................................................... 	 - 	1r=15.8 	- 	- 	- 	- 	- 	- 	- 	- 	- 

14. Deposits 	.......... ........... ....... . .... ._ 	 _L- 	 _JL 	_± 	-  

13. Total (7 through 12eI3.1 theaogh 13.3) .......................J60 	_LOL 	L.23L 	.2..030. 	_L.dXl_ 	245L 	.24lL 	._L.2.. 	...2.38 	JL_ 

16. Long.t.e.n leers  

13.1. Freely usabl, assets .............- ............................_L6IL 	_131L 	..1 .752.. 	2.03il 	..18517 	..2137 	240L 	±2 	..23& 	1+3.. 	. 	....... 	........ 	__.. 	.. 

17 	Sheet ten Ian  
15. Afliliated institution, (gross) 	........................................ 	.-- 	-c--  

19. Total (14 thrsogh 18 	19.1 through 19.4) ............. .................JL. 	.......i 	 .......J.L. 	_._i 	_t..L 	. 	._t.L 	_JL... 	._..th 	.......!5 	_._.. 	 ±L 
19.1. Foreign central g000onerents ...................................._ 	...____.. 	____... 	__ 	 - 	15.5 	--
19.2. Foreign ventral nonnetery estitotions 5 	 J5. 	 J& 	 L5- 	 Lk 	 ) ZL 	 i)+i 	 J! 	 U 	 = 	 L

-_en_ 
	_ 	_ 	_ 	_ 	_ _ .- 	- 

• This I.ble lrsrhrr ohs,, ItIF, &ulsn,e of Pacn,enre Munux) lTh,rd E.1,o.ucl. Tshlr XV), 1. 	 Note: Colurnno 8 and 18 reflect adjustroents between balance 

5 oheet and flow series for eochange rate tsariationo and 

Ordiosacly. 01,0 ,crrcy cili brrreosfrr,ed to bern 15.6. 	 rounding. 

3 Ordiosrily. die eases .111 he ransierond Os item 15.7. 

4 Xprcfy in nose, rosier types, disniopushing oepar.cely len..reen end ah000-,eo.o sees. 	 lntnnrotinesl Moaglosy Fend 
5 lecludoog regruasi .roaersry inssitntjons. 	 Weshngeae. D.C. 

Cosepiling Coontry ... 	CANAOA 

Canency Unit 	SNilien Canadian 

4- 



MODIFIED TABLE XVI. GOLD HOLDINGS AND FOREIGN AS5ET5 AND 
LIABILITIES OF OTHER MONETARY INSTITUTIONS * 

C—pili.g c 	CANADA 	 PaCe 	.4 ................................................... 

Average 1969: U.S. $1 - Cdn $10768 

MU 	 d 	 Eechonge Rote: US$ ................. .......... Pe ...................... 
*30 	 ana 	 Close 1969: U.S. $1 - Cdn. $10728 

Close 1968: U.S. $1 = Cdn. $10728 

Tots1 A.o.t. ond Liobilities 

TronsFer to 

It.. in 
Global 

Sotosoop 
Tehie 

(10) 

OF Which D.eootinoted in Domestic Cse.mcy 

Deposit Book, 	I Otboolnotuctions Totol totO• Tots1 

This 
r.h.rn 

(1) 

Lost 

return 
(2) 

This 
retorn 

(3) 

Lost 
retsrn 

(4) 

This 
r.tsre 
(1 .3) 

(5) 

Lost 
retont 

(24( 
(6) 

Increase 

deno,, 
(-) 

(5 6) 
(7) 

Adjost. 

meets 
(8) 

Cotr.cted 
Otooge 
(7o8) 
(9) 

Tki 
retonn 

(11) 

Lost 

retort, 
(12) 

This 

t.tor,n 
(13) 

Lost 
,.t.,,, 

(14) 

This 
retort, 

(11 *13) 
(15) 

Lost 
retort

(12.14) 

(16)  

Iscreos. 
or 

de,coso 

(15_36) 
(17) 

nest, 
(181 

Cosrected 

Otonpe 
(17 +181 

(19) 

Monetory Gold 
1. Pl.dg.d 
2. Other 
3. Total 	(1 	pIus 	2) 	.................................................... 

(Qoontity: hoososd Fino oono.$) 

Foreign As,ots 
4. Merk.twhle 050ets (4.1 	through 4.4) 	...................... ......... 

4.l.lnnrrnetio.tollecdinginsnitotioms 
4.2. 	Foreign control governntnttts 	........................... 
4.3. 	Book 	00009ts*.s 	............................... ............ 

4.4. 	Other 	........................................................................... 

S. 	Deposits 	......................................... .................................... 

- - - - - - - - - 
_.000- .....000._ ......i08.._. _UU6. _..006....... °°L._. 000___ .._080...... °' 

_Z... _—_Z– ' - 050 000 000 000 000 000 000 050 500 __. _._..._ ___ 
..............z... ..L.... . ...__L_ ....L$IL.. .....!00_.. _000-.. _...!00_. ......000........ ......000-_ ........00L... _...500........ _800..... ° 

_____ 
I 	- 	I 

.-1f12- 

_..__._ 
( 	- 	) 

_120... 

______ 
( 	- 	I 

.=__ 

_...._.. 

......... 

..._.. 

J.L 

I 	- 	I  

........i.2 .._.±J_ ......._ ___. _____ ___-. —... ..............Z.. 
__...................I................................._. ....._..._.... ._............ 

..._Ja&. ........12_ $_ $i _z_$i_ ............Q. _i.__  
- 

.........22... .JiL .=. 
_____________.______-____----__-----__------------.--------- 

_J .i. .....±..L.  48  

±.J..$4L. 4,068 0 1 ± 
6. Affiltoted institotions (gen.$) 	.....................- 
7. Long-teen loans 
0. Short-leer loon, 
9. Other4 

L1L __2 $12 499 ±J1 0 +120  2 ! 
.. _...__. 

_._. J2 2 ±a + 2 

l  64 25 - - 64 25 +39 - + 39 

......Z_ __  Z=- ............................................................................ 
10. Totol 	(4 throogh 9 	10.1'10,2) 	................................... 

10.1. 	Freely  osobi. 	e,oets 	............................................. 
10.2. 	......................................................................... 

Foreign 

12Aff( 
13 	L 	g-terrnl 
14.Shorn.tor,nloons 	............................ ................................ ....  
15, Other4 

. 

.$JQ 4Z92 1 1 ±1 +7 +2.l.6Q  103 62 JQ j3 jj + 41 

_OLA. 
_Jj-0 

1LA jj M. jj, 
$ouiA, jj,4 J(4 

JL 
NA. 

N.A. 
j$ 

N.A.  
NA. E16-.4- 

N.P 
 JL 

N.d 
JL 

N. 
JLA. 

N.P 
Ji,A JLAO JLAO 

j( 
)L 

j 
JL&. 

NA. 
N. A. 

5,448 3731 27 23 5,475 3,754 1,721 + 5 +1,726 ( 684 654 27 23 711 677 + 34 - + 34 

— ( 1 — i - + 28 

2 T T rT ro - TD( n - —n - –10 

.............. ............... - 
16. Totol (11 	15016.1 	16.4) ..2L.. ._.LL 

_.__- .2.O!±LZ_ ..1$.$ LJ.LL +5 J$ 16 715 667 27 j ._.....Q ......±.j2 - + 52 
................................................................................. 

	

through 	 rhroogh 	........................ 
16.l.Forr,gn,entnolgoemnmento(3°t.....9Go.1  

16.2. For.i90 control monotony institsti005 5 	.............. 
16.3. Otlror l000.gn monetoty institstiOeo 
16.4. 	0tk. 	fnretoe 	. .......... .............. .... .............................. 

J&iL..... ..i! .J ...........jj ......j' ...........j ...........,... -2 
1...3d3 .L1.5Q _______.1._ 1 1791 +795 +2 +797 16.3 I 

-.___- I 16,4-16.6 3287 241 1 2 288  + 45 

2.ffñ1 J.9.11 _...IL. 
..._______ 
..._22.. 29.L .LoiL- 16.4-16.6 _j _fl _JJ 3 .._ .._ _._±.1  + 9 

Note: Columns 8 and 18 reflect adjustments between bulanco 

This ,.bI. (r.,hoe than IMF, Solooro of Pny.nentn Mono.) (Thitd Edijon), Tobir XVI) is no bo 	
sheet and flow series for exchange rate variations and 

uet,d by c*uooiee ho, roper, bob to hr IMF sod the OECD. 	 rounding. 
I R.istlVnly snail 0500uctn Included with bit. 
2 Oediesoily, this rosy odU be e,wo.lrerrd to ira 16.4. 

3 Oedio,eily. ski . rotey mill hr tonealoosed to item 14.5. 

4 Specify in  eon.. sojo ypre, di.6o5r.4hie5 srporaoely Iong.tren and ohorr,crre items. 

5 loolodio5 t.g.005l e,00es..y ieo,ieosi000. 

CD 0..) 

lnt.reatioeof Moeetany Fst.d 
Washington, D.C. 



Coapiling C.an,rs 	
CANADA 

– 	 Canadian 

SPECIAL REPORT FOR UNITED NATIONS ON INTERNATIONAL FLOW OF LONG—TERN CAPITAL AND CENTRAL GOVERNMENT TRANSFER PAYMENTS, BY AREAT 

Part 1. Chan9.a in Fon,igrs As,,ts and Tronif., Paym.nta Made 
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APPENDIX 7 

Balance of Payments Components in Canada's Reports to the Development Assistance 
Committee of the Organisation for Economic Co-operation and Development 

For its work on the flow of resources to develop-
ing countries, the Development Assistance Committee 
of the Organisation for Economic Co-operation and 
Development collects information on a variety of 
flows. Components representing private flows from 
Canada are supplied by Statistics Canada through the 
Canadian International Development Agency. The 
returns themselves are lengthy and are not reproduced  

here. Much of the detail requested cannot be supplied 
either because it is not collected in the form requested 
or because release would be precluded by the confiden-
tiality provisions of the Statistics Act. Those com-
ponents which Statistics Canada is able to supply are 
given below. For illustrative purposes the year 1974 
has been selected. 

TABLE 7.1. Disbursements and Commitments of Private Flows, 1974 
D.A.C. Table 1 

Disbursements 

Type of transaction 
Amounts 
extended 

	

Amounts 	I 	Net 

	

J received 	amounts 

millions of U.S. dollars 

Ii. Other official flows .................................... 
A. Other official bilateral flows ............................. 
B. Transactions with multilateral agencies at market terms (assets) ......... 

Ill. Private flows at market terms, total ........................... 
A. Private long-term capital, assets (non-monetary), total .............. 

1. Direct investment, total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
II. New capital outflow, net ............................. 
1.2. Reinvested earnings ................................ 

2. Other bilateral securities ............................. 
3. Bonds, loans and participations of multilateral agencies ........... 
4. Export credits (non-monetary), total ...................... 
5. Other long-term assets .............................. 

B. Private monetary institutions, long-term capital, assets, total 

IV. Grants by voluntary agencies (net), total ........................ 

Memorandum items, for balance of payments reconciliation: 
4. Central government transfer payments, n.i.e . . . . . . . . . . . . . . . . . . 

a. Payments to and from private individuals and institutions in less-
developed countries ............................. 

I. Under reparations and indemnification agreements 
2. Pensions, insurance and similar payments ................ 
3. Other ..................................... 

b. Ordinary budget contributions to multilateral agencies .......... 
5. Private long-term (non-monetary) liabilities .................. 
6. Central government tong-term liabilities: 

Bilateral loans received or amortisation paid ................. 
7. Central monetary institutions long-term liabilities: loans from or 

anirtisation paid to multilateral agencies .................. 
8. Private monetary institutions Iong.term liabilities ............... 

Note: Figures in parentheses are approximate. 

33 	 25 	 - 

(1,056) 
(636) 
(193) 
(109) 
(84) 
(23) 

(420) 

(81) 

8 

6 

6 

2 

(40) 
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TABLE 7.2. Geographic Distribution of Private Direct Investment and Other Private Capital, Assets, 1974 

D.A.C. Table 4 

Direct investment 	 Portfolio and other 
Recipient areas/countries 	 (net) including I 	bilateral net lending,' 

reinvested earnings 	 monetary sector 

millions of U.S. dollars 

L Europe ...................................... 

II. Africa ...................................... 

Ill. America ..................................... 

IV. Asia ....................................... 

V. Oceania ..................................... 

VI. Unspecified other total ............................ 

I Including non-guaranteed export credits. 
2 Indudiug non-monetary sector. 

Note: Figures in parentheses are approximate. 



APPENDIX 8 

Relationship to Data Published Under the 
Corporations and Labour Unions Returns Act 

Payments to Non-residents 

The annual returns under the Corporations and 
Labour Unions Returns Act (CALURA) include some 30 
categories of payments in the field of income and ser-
vices made to non-residents by reporting corporations. 

A summary of the amounts reported in respect of 
1973 together with estimates used in the balance of 
payments for the same or related items will be found in 
'lahie . I v nh C011 ta n es .ni specific items. 

I hete alL a inn hr ot reastns why the figures 
should dilcr widely.  - In the tIrst place, the reports under 
CALURA cover only payments to non-residents required 
to be reported under the Act; certain classes and sizes 
of corporations which may make substantial payments 
to non-residents are exempt from the reporting provi-
sionS. There are moreover significant amounts paid to 
non-residents by governments, institutions and persons 

hich are not subject to CALURA. Some types of 
services are not prescribed in the Act, notably commis-
siolis paid to non-resident agents. 

on the other hand estimates of payments made for 
haIarre of payments purposes are net of withholding 
lax, while payments as reported under CALURA are 
hel'ore deduction of withholding tax. The amount of 
withholding tax generated by service payments and 
iriorne distributions to non-residents is shown separately 
in the halance of payments and also in Table 8.1. 

\nother reason for differences, apart from inevi-
tahie 'variations in classification originating with res- 

indents, lies in the requirement of the Corporations 
.nJ Labour Unions Returns Act that payments be 
IL ported on a fiscal year basis. Thus the payments 

norted in any calendar year may cover payments made 
in any 12-month period ending within that calendar 

ar. The corresponding payments as reflected in the 
balance of payments are collected on a calendar year 
basis. 

In order to assist those respondents who are re-
jiircd to file reports under both the Statistics and the 
orporations and Labour Unions Returns Acts, a special 

role appears on the schedule BP-21 summarizing the 
rel_ItiisT1slriIs. Thk sihierltric is reproduced in Part V. 

	

Oss her Jr 	i 	iiil ( 	II ri 

ii I: cscril'es the character and relationship 

upon international investment position records and 
similar data published in the Annual Reports under 
the Corporations and Labour Unions Returns Act 
(CALURA).' 

After making allowance for the qualifications 
attached to each series, their differences are not sur-
prising and their results not contradictory. Each explores 
in a different way somewhat different groupings of 
corporations or enterprises (families of corporations). 
Each provides measures of the degree of prominence of 
foreign enterprises in the sectors of the Canadian 
economy covered. 

Both sets of series represent tabulations derived 
from balance sheet data classified or distributed in 
various ways according to the geographical origin of the 
capital, and are not presented as measures of be-
haviour. 2  

The three parts into which this note is divided 
cover: (1) a listing of the principal differences between 
the series; (2) an indication of the extent to which the 
series on control are reconcilable; and (3) a statistical 
example illustrating the different treatments followed in 
the series. 

Principal Differences 

Concept - The main difference between the two 
series is one of concept. Ownership as used in investment 
position based series refers to the proportionate share in 
the capital (at book value) of a firm, corporation or 
group of corporations. Capital as used in the series covers 
long-term debt and equity (including retained earnings) 
employed in Canada. CALURA series deal with each 
corporation as a whole; the entire corporation is as-
signed (both by control and by degree of ownership) on 
the basis of the ownership of the voting shares. For a 
corporation to be assigned to the group as "509o' non-
resident-owned", for example, 50% of the number of 
voting rights of the corporation would have to be 
directly or indirectly non-resident-owned, but the entire 
corporation would then be assigned to this category. In 
contrast, in the investment position series covering 
foreign ownership, only that part of the capital of an 

I Catalogue 61-210. 
2 Accounting practices vary widely, and there are some 

crounds for believing that the practices of private companies 
may tend to differ from those of public companies. Private 
companies are more prevalent among the large companies which 
are foreign controlled than among those which are controlled in 
Canada. To the extent that the practices show any consistent 
variation, a bias flay be imparted to any percentaie series 

115.111 	iii 
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TABLE 8.1. Payments to Non.residents Reported Under the Corporations and Labour Unions Returns Act Together with Estimates of 

Investment Income, Bus'mess Services and Other Transactions Used for the Balance of Payments, 1973 

I ports to Balance of 
i.LURA 	payments 

I 	figure 
item Notes 

millions of dollars 

1,024 	I 	1,082 

} 	
161 	

{ 

... 640 

322 

271 

Dividends ............................ 

Interest ............................. 

Rent: 

Real property in Canada 
Equipment 

Miscellaneous income ..................... 

Copyrightt, patents of mvention, industrial designs, trade 
marks and trade names, and other royalties and similai 
payments. 

Film rentals .......................... 

Production, distribution and sales franchises and similar 
rights. 

Advertising and sales promotion ............... 

Insurance premiums and related charges ........... 

Management and administrative fees, salaries, fees and 
other remuneration of officers and directors, annuities, 
pensions and similar payments to officers, directors 
and major shareholders. 

Scientific, product and process development research 

Fees and charges for professional 	
to 

engineering, architec-
tural, legal, accounting and auditing services gether 
with consulting fees and charges not included in any 
of the above payments. 

Special tooling and automotive charges 

Commissions .............. 

Other services .............. 

Tax withheld on payments to non-residents ........ 

Government transactions ................... 

As described under series B 15 in Part II balance of paynsents series for djvidends 
include also net profits of unincorporated branches in Canada of foreign cor-
porations (except insurance which is included with miscellaneous income 
payments). These profits are not reported under CALURA. 

Balance of payments figure includes 650 interest on obligations of governments, 
as well as Interest paid by corporations exempt from the reporting require-
ments of CALURA, e.g., most railway and telephone companies. Some corpo-
rations find it impossible to reflect all interest payments to non-reudents as 
the residence of some payees is not known to them. For purposes of the 
balance of payments, series to cover all interest paid to non-residents have 
been constructed as described under series B15 of Part ii. 

Interest paid to non-residents on bank, mortgage and other loans are included 
in balance of payments series for miscellaneous income rather than interest 
on funded debt. 

Reports under CALURA include with rent on equipment amounts representing 
charter payments to foreign vessel owners. In the balance of payments such 
payments are included in series 821 with freight and shipping expenditures, 
most of which are excluded from the reporting requirements of CALURA, 
and rentals on real property are included with miscellaneous income. 

This series covers all interest other than on funded debt (e.g., long-term inter-
company and bank loans, mortgages, and short-term debt of all sorts); income 
paid on assets held in management, safe custody and agency accounts, estates, 
trusts and holding companies; rentals on real property; expenses incurred by 
Canadian chartered banks on foreign operations; and net revenue from the 
branch operations in Canada of foreign insurance companies. 

Balance of payments series exclude film rentals which are shown separately 

Balance of payments series excludes automotive industry which is included 
with special tooling and automotive charges. 

Balance of payments series excludes automotive industry which is included with 
special tooling and automotive charges. 

This series covers other services reported by corporations 36; commission 
agents 93; service expenditures outside Canada of railways and air lines 
216; "other" insurance business 64; miscellaneous services 196 (including 
trade union operations, telecommunications, transportation of migrants, 
lotteries, and miscellaneous engineering and other professional services 
rendered by various consultants and small firms); and provision for unal-
located business service payments 80 (estimate to cover sundry personal and 
other transactions such as entertainment fees, payments to foreign corres-
pondents, subscriptions to newspapers and periodicals, payments for news-
paper features and articles, membership fees of professional societies and 
education by correspondence and in foreign schools). 

I 	572 
	

968 

263 	217 

40 

23 	 8 

25 	 32 

21 	 82 

175 	187 

80 	115 

248 	 89 

- -. 	 118 

46 

- . . 	685 

Source: Corporations and Labour Unions Returns Act, report for 1973, Part 1— Corporations (Catalogue 61-210). The Canadian Balance of International 
Paymentr. 1971- 1973 (Catalogue 67-201). Totals have since been revised. 
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enterprise (including long-term debt) employed in Can-
ada which is actually owned by non-residents is assigned 
as non-resident-owned. The concepts of foreign owner-
ship as used in the two series are thus not comparable. 

Some similarity between the sets of data exists in 
the area of control. Essentially both apply this term to 
value or ratio series where direct or indirect control of 
the capital of a corporation through its voting stock is 
the criterion of classification. In the investment posi-
tion series the value figure used is the total capital (long-
term debt plus equity) employed in Canada, while the 
CALURA series uses total assets of the corporation (or 
other series) as the value aggregate. These differences are 
described in greater detail below. 

Assets vis-i-vis capital - CALURA provides a 
classification of total assets basically by control or 
degree of ownership of the voting stocks of the corpora-
tion, either directly or through other Canadian corpora-
tions. The investment position series for control provides 
book values ollong-term capital investment in Canada in 
corporate enterprises controlled by non-residents. Long-
term investment includes both long-term debt and 
shareholders' equity. An attempt is made to provide 
comparable estimates for the book values of all long-term 
forms of investment in Canada for selected industry 
groups. 

Industrial classification - In CALURA data the 
company is the unit used for industrial classification 
while in the investment position the enterprise (or 
family of companies) is the unit. Even where there are 
apparent similarities in the industrial descriptions em-
ployed the resulting data will therefore not be fully 
comparable. 

Consolidations - The CALURA data are gross in 
the sense that they include intercorporate items between 
Canadian parent companies and their subsidiaries. The 
investment position series are net in the sense that the 
enterprise concept eliminates intercorporate items be-
tween Canadian parent companies and their subsidiaries, 
making use of Canada-consolidated statements. Further-
more these consolidations sometimes reflect accounting 
adjustments and allocations beyond the mechanical 
process of intercorporate eliminations. 

Foreign investments - CALURA data are gross in 
the sense that they include investments outside Canada 
to the extent such investments are held by the Canadian 
corporate entity. Assets held by foreign incorporated 
subsidiaries are excluded from the data but the capital 
provided by the parent is reflected in the assets of the 
parent in Canada. The investment position series are 
adjusted to exclude investment outside Canada. 

Exemptions - The CALURA series are subject to 
statutory exemptions of some companies by reason of  

size or other characteristics. In recent years the estimates 
have been extended from other sources, but some 2,500 
non-financial corporations known to be foreign-con-
trolled in 1974 were not identified as such, and there 
were in addition about 550 branches in Canada of 
foreign non-financial corporations. 

Control - The CALURA series originally classified 
control of corporations strictly on the basis of ability 
of residents or non-residents to exercise the majority of 
voting rights. The investment position based series, 
however, depart from the strict criterion of ownership 
of the common stock of the enterprise in a few cases 
in which it appears control may be exercised without 
majority ownership. In recent years the classification 
of the CALURA series has been modified to follow 
the investment position treatment. 

Nominee holdings - Another point of difference 
which is not likely to be as important on balance is the 
degree of success achieved under each of the statistical 
systems in identifying non-resident ownership masked 
through the use of Canadian nominees. 

Reconciliation of the Two Series 
A precise reconciliation of the two sets of series 

bearing on control is not feasible at this time. However, 
the percentages for foreign control based on assets found 
in CALURA reports and those for foreign control based 
on long-term capital in Canada from investment position 
records will correspond provided the following con-
ditions exist: 
- proportions of short-term liabilities to total assets do 

not differ in respect of foreign-controlled corporations 
and the universe. There is as yet available little firm 
evidence on the effect of including or excluding 
short-term liabilities from the series; 

- the proportions of assets representing claims on or 
ownership of subsidiaries in Canada do not differ in 
respect of foreign-controlled corporations and the 
universe. 
A study carried out in respect of 1969 and 1970 3  
suggests that on balance investments in and claims 
against affiliates expressed as percentages of total 
assets do not differ in respect of foreign and Canadian 
controlled non-financial industries, although there are 
wide variations by industry and also in respect of all 
industries when the CALURA "finance" group is 
included; 

- the totals are confined to the same industry groups, or 
the CALURA data for agriculture and services (which 
are not among the areas of national wealth covered 

3 Corporations and Labour Unions Returns Act, report 
for 1970, Part I - Corporations, Catalogue 61-210, Statement 
24. 
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in the investment position based series) have, as a 
whole, broadly the same ownership characteristics as 
other industry groups; 

- the proportions of assets outside Canada to total assets 
do not differ in respect of foreign-controlled corpo-
rations and the universe. 

Canadian direct investment abroad of $9,307 million 
at the end of 1974 as shown in the investment posi-
tion series included $1,820 million by Canadian 
companies controlled outside Canada. These figures 
are based on the values on the balance sheets of the 
foreign subsidiaries, etc., rather than the values at 
which they are included in assets as reported under 
CALURA. In any event, their exclusion to arrive at 
assets in Canada, however valued, would not appear 
likely to alter significantly the ratios in respect of 
non-financial industries as a whole; 

- there are no foreign-controlled concerns exempt 
under CALURA for which information was included 
in the investment position based series. 

As noted earlier, some 2,500 non-financial corpo-
rations known to be foreign-controlled in 1974 were not 
identified as such for the CALURA series, and there 
were in addition about 550 branches in Canada of 
foreign non-financial corporations. It is not possible to 
produce estimates corresponding to the CALURA items 
for these companies, nor is it known to what extent 
their inclusion would have shifted specific ratios. 

Statistical Example 
The balance sheets which follow are presented as 

the basis for a highly simplified exercise in the appli-
cation of the various statistical procedures employed. 

Statistical Example 

Unconsolidated 
Consoli- A Foreign Item Canadian company dation consoli- 

_________  copy entnes dated 
A B C D 

350 75 75 50 550 

Investments in subsidiaries: 
250 

. 

—250 
120 —120 
200 — 200 

Fixed assets 	................ 700 650 500 2,850 

Less depreciation ............. - 720 - 175 - 225 - 100 - 1,220 
Total assets 	.............. 1,200 600 500 450 - 570 2,180 

Current assets ................. 

250 50 50 50 400 

B 	....................... 
C 	....................... 
D 	....................... 

350 300 100 - 	 50 700 
Of which: 

.,000 

. 

(50) ( 	 50) 

Current liabilities ............... 

(200) (50) (250) 

Long-term debt ................ 

Minority interest in subsidiaries 140 140 

Owned by non-residents ........ 

500 200 200 200 - 600 500 

Owned by A ..................... 

Capital 	.................... 
Of which: 

(375) 
(200) (120) (200) (— 520) 

(375) 
Owned by A .................
Owned by non-residents ......... 

100 50 150 200 - 	 60 440 Earned surplus.................
Total liabilities 	............. 1,200 600 500 450 - 570 2,180 

	

Corporations and Labour Unions Returns Act - 	companies A, B, and C (unless in an exempt class). 

	

Under CALURA separate returns would be filed by 	Processing would yield the following results: 
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Foreign 
control nnsidt 

ownership 
Total 
assets 

Total 
equity 

per cent 

Company: 

Yes 75 1,200 600 A ...................... 
Yes 75 600 250 ft 	...................... 

C ...................... Yes 45 500 350 

(Degree of non-resident ownership represents the pro-
portion of voting stock held by non-residents, directly 
or beneficially through other Canadian corporations.) 
Each of these companies could be attributed to a 
different industry classification but the total impact 
of them on the CALURA series would be as follows: 

	

Total 	Total 

	

assets 	equity 

Control: 

	

Foreign ...................2,300 	1,200 
Canadian . . . . . . . . . . . . . . . . . . 	- 	- 

Degree of non-resident ownership: 

	

75%-94.9% ................ 1,800 	850 

	

25%-49.9% ................500 	350 

	

Total ...................2,300 	1,200 

Lnvestment position series - As in the case of the 
CALURA series, companies A, B and C are in effect all 
classified to foreign control, notwithstanding the fact 
that the degree of non-resident ownership in C is less 
than 5011o. The measure used is long-term capital 
employed in the enterprise less the element outside 
Canada; in other words the value of long-term invest-
ment in Canada. This measure would in practice be cons-
tructed mainly from the consolidated values for A, as 
follows: 
Long-term debt ......................700 
Minority interest ......................140 
Capital stock ........................500 
Earned surplus .......................440 
Sub-total ...........................1,780 
From this would be deducted the long-term 

capital employed outside Canada, in this case 
the equity in company D ...............400 

The value for long-term investment in Canada in 
enterprise A would therefore be established 
as..............................1,380 

Neither of the CALURA series, nor the invest-
ment position series for control, involves apportioning 
investment in a corporation or enterprise between 
resident and non-resident sources. The statistical unit as 
a whole is first classified (as to degree of non-resident 
ownership or as to control); each series then proceeds to 
tabulate differing measures (e.g., total assets, total 
equity, long-term investment in Canada). 

On the other hand investment position series for 
foreign ownership measure sources of capital. For this 
purpose the value attributed to foreign long-term invest-
ment in Canada in enterprise A would be calculated as 
follows: 

Long-term debt held by non-residents .........250 
Equity held by non-residents (75% of 500 + 440) 705 
Less: 

Equity of non-residents in Company D (75% 
of 400) ..........................300 
Total foreign long-term investment in Canada 
in enterprise A .....................655 

The Canadian-owned investment in the enterprise 
in Canada would be 725. Investment position tabulations 
would attribute the various values entirely to the 
industry representing the principal activity of companies 
A, B and C as a group, in this case probably the industry 
of A. 

Percentage series for foreign control and ownership 
are obtained by relating the value data to corresponding 
estimates for the whole industry. 



I 



APPENDIX 9 

Statistics of Jnternational Travel' 

Method of Compiling Data 

The system of producing statistics on international 
travel between Canada and other countries has been 
carefully developed over many years with periodic 
revisions to effect improvement in basic data when this 
became possible. Statistics on international travel cover 
many types of travellers, including those travelling for 
holiday, vacation or health, whether paying for ex-
pensive accommodation or visiting friends or relatives; 
businessmen and officials; delegates to conventions or 
conferences; and the many re-entries of summer resi-
dents and commuters. Persons travelling in transit 
through Canada to other countries, over the most direct 
route between two points in the United States, or in 
transit through the United States between two points 
in Canada, are included in the aggregate of crossings. 
In other words, international travel comprises the total 
travel movement between Canada and all other countries. 
The following explanation describes in detail the pro-
cedures involved in collecting and compiling data on 
international travel and includes reproductions of the 
forms in use during 1974. 

Statistics on international travel are developed 
from two types of sources both of which are heavily 
dependent on the co-operation of port officials. They 
are: 
- Frontier counts - Numbers of travellers crossing 

Canada's border are provided by the Department of 
National Revenue (Customs and Excise Division). 
All ports of entry across Canada participate in the 
collection of numbers of travellers by selected cate-
gories, by type of transaction, and in the case of high-
way and ferry points, the numbers of cars and trucks. 

- Expenditure surveys - Continuous questionnaire sur-
veys are used to secure data on the expenditures and 
other characteristics of international travellers. These 
surveys are made possible through the co-operation of 
the Department of National Revenue, as well as the 
United States Department of Commerce. The ques-
tionnaires, which do not identify the respondent, are 
distributed at border points to foreign travellers and 
returning Canadian travellers in accordance with pre-
arranged schedules. Since response cannot be control-
led due to the voluntary nature of the survey and the 
distribution methods, the results may be subject to a 
response bias unknown either in quantity or direction. 

When estimating receipts and payments on travel 
account, consideration must be given to the many kinds 
of visits involved. For example, there are casual trips of 

A more complete description will be found in Travel 
Between Canada and Other Countries (Catalogue 66-201). 

visitors or returning residents who may remain for a few 
hours or less; family vacations which could involve a stay 
of two or three weeks; persons who may stay several 
months; and also business trips, conventions and single 
or group travel for any purpose. Studies conducted over 
a period of years have established that expenditures tend 
to follow a pattern from year to year, but vary according 
to the type of transportation used, type of visitors, 
length of stay, etc. For this reason each type of travel 
must be treated separately. An unweighted average ap-
plied to such a heterogeneous mass of travellers would 
give a figure on travel that would be of little value. 
Since each classification forms a different proportion of 
the aggregate, it is important that an average expenditure 
representative of the type of travel be applied to the 
number of visits within each category. 

Number of International Travellers (Frontier Counts) 
The numbers of all persons entering Canada from 

abroad are recorded by customs officials under three 
broad classifIcations - non-residents travelling to Canada, 
residents of Canada travelling abroad and a category of 
other travellers which include immigrants, military per-
sonnel and diplomats (including dependents), and per-
sons engaged in the operation of transportation equip-
ment. 

The data are gathered from three source docu-
ments completed at all points of entry to Canada. All 
travellers who clear customs are recorded by category, 
method of entry and country of residence. The docu-
merits listed below are sent directly to Statistics Canada 
for processing. 

E62 Entry Tally (Form 1) - To record travellers 
and vehicles by land and car ferry at ports of entry on 
the United States-Canadian border. 

These counts are on a full census basis, except for 
seven ports where a count of automobiles is carried out 
one day in four. The schedules are arranged between the 
seven points to cover all days of the month over the re-
gion. Toll authorities at these points provide counts of 
total automobile traffic which are then used to provide 
weighted estimates of traffic by categories. 

E63 Private Craft and Passenger Arrivals (Form 
2) - To record travellers entering Canada by private 
plane and boat. This form is also used to record travel-
lers on commercial freighters, passenger ferries and in-
land excursion cruises. 

EM Referral Cards (Forms 3A, 313 and 3C) - To 
record travellers and crews entering Canada by commer-
cial plane and boat, including charter and ocean cruise 
arrivals. 
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CATEGORY 

RESIDENTS OF CANADA RETURNING FROM: 

U.S.A. Only ........................................ 11________ 
LII Overseas Direct ................................2  

	

Overseas Via U.S.A. ........................ 31 	i 

IMMI GRANTS 

	

EJ FORMER RESIDENTS .......................... 4' 	' 

RESIDENTS OF U.S.A .......................... 5' 

E 64 PacIfic (11/71) 

I, 	CUSTOMS 

Nothing to Declare U 
Not Entitled to E 24 

Accommodation LII 

E24 LII 

Gifts 

Commercial EI 
Professional Effects 

Verbal Declaration 

( 	
AGRICULTURE 

) 

Plant-Soil-Fruits LII 

Meat or Meat Products 

OVERSEAS RESIDENTS 

Australia 	......................  
Fiji Islands ..................  
Germany (West) ............  
Hong Kong ....................  
India 	.............................. 
Italy 	............................... 
Japan 
Mexico 	.......................... 
Netherlands 	..................  
New 	Zealand 	................  

5300 , 

6708 i 

1029 i 

6223 i 

6225 I I I 
1041 	I 	I 

0235' 	' 

7413 i 

1057 i 

5306 I 

__________ 

__________ 

HEALTH 	 Philippines .................. 	7261 I 

United Kingdom ............ 7 	t 

Certificate(s) 	U Other (Specify)  

Illness 	 Lii 	 TI 	I 	I 	I 
Infected Area 	Lii [j Crews 

IMMIGRATION 



Nothing to declare o Residents of Canada returning from: 

Not entitled to E24 0 0 U.S.A. only 
Accommodation ________ 0 0 Overseas Direct 

___________ 0 0 Overseas Via U.S.A.  
Verbal declaration _______ 0 
Commercial 0 0 ImmigrantS former res,dents 

Professional effects 0 
Gifts 0 o Resident5 of U.S.A. 

- 	6 

_____________ 
English 	 0 
French D Overas redents 

ir6Ct via UI 

Interpreter El LI Austria  
LI Belgium 

AGRICULTURE LI Denmark 
LI France 

Plant - soil - fruits El 0 Germany (West)- 
Meat or Meat products_ 0 0 India 

o 	Italy 
LI Netherlands 
El Pakistan  
o Poland 

ci 	HEALTH 	D 
Certificates 	._. - 

0 Spain 
Illness LI  

Infected area 0 0 United Kingdom......_ 
Other (specify) 

( 	IMMIGRATION  

	

2 L 	I 	I 
_3 I 

	

I 	I 	I_j 

- 	5  

1009 	I 	I 	I 
2017 I_I I 
1025 L  
1029 	J__J 
6225 L I 	I 	I 
1041 1I I I 

1057 L1_.L_J 
6259 1 1 I .1 
9061 L_J.__L__J 
8069  

L 	.L__L.......j 
0077 L_i___L_J 
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IMMIGRATION 
Control Card 

1 1 1 23 I 4 1 5 I 6 I 7 ! 8 I 9  

[NO. 

ENO. 

Name 
	 Number of persons 

Cabin—baggage 	 -- 	Hold baggage . 	- -- 

CUSTOMS 	) 	 CATEGORY 

Eil  1I1 Elil fIIi I 0 Cr.., 	 -- - 

I 	DESCRIPTION 	I VALUE I 	DUTY 	I 	ST. 	I T 

TOTALS 

I PLEASE SURRENDER TO THE CUSTOMS OFFICER 
AT DISEMBARKATION 

INiTiALS 
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F 64 AtIanic (11/71) 

CUSTOMS 

Nothing to Declare 

Not Entitled to E 24 LIII 

Accommodation LIII 

E24 [III) 

Gifts LIII 

Commercial 

Professional Effects El 

Verbal Declaration LIII 

(_AGRICULTURE 
)I 

Plant-Soil-Fruits 

Meat or Meat Products 

HEALTH 

CATEGORY 

RESIDENTS OF CANADA RETURNING FROM: 

U.S.A. Only ........................................ 1 , _________ 
Overseas Direct ................................2 	- 

LII Overseas Via U.S.A. ........................ 31 	t 

IMMIGRANTS 
Li FORMER RESIDENTS ................. ......... 4'- 

LII RESIDENTS OF U.S.A .......................... 5 	' 

OVERSEAS RESIDENTS 

Belgium ........................ 
France .......................... 
Germany (West) ............ 
Greece .......................... 
India.............................. 
Italy.............................. 
Jamaica ........................ 
Netherlands .................. 
Pakistan ...................... 
Portugal ........................ 
Trinidad/Tobago ........ 
United Kingdom .......... 
e...___ ic_. - - 

1009k 	I 

1025  
1029 
8033  
6225 k 	I 	I 

1041  
6526______ 
1057  
6259  
2063[______ 
6542  
0017 I 

Certificate(s) 	 UUWF (.)peCILy) ............ I 	I 	I 	 I 

Illness  

Infected Area 	r-11 Crews 	 I 

IMMIGRATION 



-419 - 

A 1009c' count of travellers at airports and sea-
ports is undertaken through the use of this card which 
serves the needs of a number of other government 
departments. The cards, which are completed by customs 
officials, contain information on the category of travel-
ler and country of residence. 

Expenditures and Other Travel Characteristics 
Continuous questionnaire surveys are used to se-

cure information on the expenditure and other charac-
teristics of international travellers. These surveys are 
conducted under a co-operative arrangement with the 
United States Department of Commerce and Canada 
customs. The questionnaires are handed out to a sample 
of travellers on entry to Canada by customs officials, or 
in some cases by United States border officials. The 
travellers complete the questionnaire at their leisure and 
mail the form to the United States Department of Com-
merce or Statistics Canada. The questionnaires are sum-
marized by electronic processing, stratified by month or 
quarter, province of entry, type of transportation, length 
of stay and traveller category. In the case of automobile 
traffic a more detailed stratification is made for selected 
points of entry. When adjustments have been made for 
special traffic. the frontier counts or traffic densities 
are related to the sample data and weighted numbers or 
inflation factors are applied. 

The questionnaires used are as follows: 
United States visitors to Canada - Questionnaire 

8E536, reproduced as Form 4, is used to secure informa-
tion on the spending and travel habits of United States visi-
tors. It is distributed by United States customs officials 
one day in four to the driver of each United States vehicle 
returning to the United States after staying in Canada one 
or more nights and to visitors travelling by private plane 
or boat, and two weeks in each quarter to the driver of 
each United States vehicle entering and leaving Canada on 
the same day and to United States residents travel-
ling by commercial plane, bus, rail or boat. Respondents 
mail completed questionnaires to the United States 
Department of Commerce. In 1974 about 33,000 
questionnaires were returned covering 88,000 travel-
lers. 

Overseas visitors to Canada - Questionnaire 
3-1401-10 is distributed by Canada customs officials 
to all visitors entering Canada from countries other than 
the United Slates. The questionnaire, reproduced as 
Form 5, is completed by the traveller during his visit 
and mailed to Statistics Canada on leaving Canada. In 
1974 some 12,000 questionnaires were returned cover-
ing 17,000 travellers. 

Returning Canadian residents - Questionnaire 
3-1401 -8, Canadian Vehicles Leaving Canada and Re-
turning on the Same Day, reproduced as Form 6, is 
distributed by Canada customs officials one week in 
each quarter to the driver of each Canadian vehicle 
leaving and returning to Canada on the same day. 

Completed forms are mailed to Statistics Canada for 
tabulation and analysis. In 1974 about 18,000 of these 
questionnaires were returned covering 44,000 travellers. 

Questionnaire 3-1401-3 has two parts, reproduced 
as Forms 7 A and 7 B. The first is distributed by Canada 
customs officials one day in four to the driver of each 
Canadian automobile returning to Canada after staying 
in the United States one or more nights and to non-
automobile travellers to the United States. The second 
is similarly used for Canadian residents returning from 
countries other than the United States. In 1974 some 
47,000 of these questionnaires were returned covering 
101,000 travellers. 

Publications and Summary of Detail Available 

Travel Between Canada and Other Countries - 
(Formerly Travel Between Canada, the United States 
and Other Countries) quarterly, formerly monthly sta-
tistics by month on non-resident travellers entering 
Canada by country of residence and Canadian residents 
returning from abroad. Detail by province and port 
of entry, type of transportation, and length of stay. 
The report contains current data on the quarterly esti-
mates of receipts and payments on international travel 
(Catalogue 66-001). 

International Travel - Advance Information - 
(Formerly United States/Non-resident Vehicles Enter-
ing Canada) monthly. Non-resident and returning resi-
dent travellers to Canada, and the number of United 
States vehicles entering each province (Catalogue 
66-002). 

Travel Between Canada and Other Countries, 
annual - Analysis of non-resident travel in Canada, in-
cluding numbers of foreign travellers by country of 
residence and their expenditures according to length of 
stay, type of transportation, etc.; special studies of non-
resident travel behaviour in Canada, including purpose 
of trip, accommodation used, and destinations. Analy-
sis of Canadian travel to the United States and over -
seas countries similar in scope to the data on travellers 
from the United States and overseas countries in Canada 
(Catalogue 66-201). 

Defmition of Terms 

International traveller - The term international 
traveller applies to all persons arriving in Canada who are 
cleared through Customs and Immigration points of 
entry. One person may cross into Canada several times 
on one trip away from home. The method of collection 
counts each crossing or visit made. The term inter-
national traveller is divided into three groups; non-
resident traveller, resident traveller and other traveller. If 
all "same day" travellers are excluded from non-resident 
and resident categories, the numbers remaining approxi-
mate the international definition of "tourist". 
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U.S. DEPARTMENT OF COMMERCE 
BUREAU OF ECONOMIC ANALYSIS 
Washngton, D.C. 20230 
(BE-536) 

OFFICIAL BUSINES5 
PENALTY POP PRIVATE USE. $500 

Bureau of Economic Analysis 
ATTN: Balance of Payments Division 

U.S. Department of Commerce 
Washington, D.C. 20230 

FEES 0RTMENT 1T4I1 
OP COMMERCE 	I LLS.MAIL I 
COM-209 



Form Anoroved: O.M.B. No. 41-R0319 
FORM BE-536 	 U.S. DEPARTMEN1 OF COMMERCE 5. Was this your first visit to Canada? (Ua,* on.) 
(3.50.76) 	 BUREAU OF ECONOMIC ANALYSIS 

N0 AflYes 	 BLI 
SURVEY OF U.S. TRAVELERS VISITING CANADA 

6. Number of U.S. trav.iers on this trip to Canada 

a. Number of chIldren (12 and under) OFFICE USE ONLY 

Oil Male 	.................................... 	OR 
PLEASE READ... 

Report on trip taken when you receive this questionnaire. 	Do not Include any part of Female ................................... 
the trip that was in the United States. 

b. Number of adults (Over 12 yuars) 
This 	questionnaire 	is used 	by the U.S. Department of Corisnerce and by Statistics 
Canada 	solely 	for 	compiling 	interrrationai 	travel 	statistics. 	Please 	complete the Male .................................... 

questionnaire and drop it in a mail box. 	No postage stamp is required. 

The collection of data on this questionnaire is subject to the provisions of the Federal 
Reports Act (44 U.S.C., Sec. 3509) and has been approved by the Office of Management Female .................................... 

iTI and Budget. 

C. 	 TOTAL i1 1. CIty or town and State In which you reside 

7. Estimate as nearly as posslbie other expenditures, 
excluding fares, in Canada by persons reported In Item 6. II 

2. Date you entered Canada from the i 3. Date you reentered the UnIted States 
United States I 	from Canada (include food, rent, lodging, entertainment, merchandise, 

gifts, credit card purchases, iocai transportation, etc.) 
$ 

(Th U.S. dollars) Month 	 Day 	Year Month 	 Day 	Year 
I 	I 

Mark (X) if none 

4. City or border point where you entered and departed from Canada 8. Number of provinces visited and the 9. What was your MAiN reason for 
(Writ, name of city or border point in ,ppropriafe coirar,n) number of nights spent in each 

(Mark (X) the provinces and enter 
the number of nights spent In .ach) 

visiting Canada? 
(Mark (X) appropriat, box) City or border point 

Province 
- ENTRY — 

_____________________________ 
DEPARTURE Province Mark Number 2J 

ofnuts A ElEmployed  in Canada 
Newfoundland A A 

BLIJ Convention, conference Prince Edward Prince Edward 
Island B jj Island - or seminar 

C LI Other business 

 o [I] Study 

Nova Scotia C Nova Scotia 

New Brunswick D  D i] New Brunswick 

Quebec E  E  Quebec  E 	 ]visit friends 
or relatives 

F [I]Pleasure  trip 

G [:Trarlsit  through Canada 

 H[Jother - Specify 7  

Ontario F 
- 

Manitoba G G 2701 Manitoba - 

Saskatchewan H H i] Saskatchewan - 

Alberta I I 2Aiberta 

British Columbia J .1  Brutush Columbia  

Yukon K K  YukOn,!N.W. Terr.  
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I Slalislucs Canada SlaSsluque Canada 

International Travel Section 

OFFICIAL CANADIAN GOVERNMENT TRAVEL SURVEY 
(For non-ret id.nta from countries other than Canoolo and the U.S.A.) 

•Complete this questionnaire before lravis0 Canada. No postage i urequired if mailed in Canada. The information 
provided will be treated as confidential and used only for statistical purpose,. 

Aath.o.eity - Statistics Act. Chapter 15. Statstas of Ciasada 19707172 	 (Prnnçof a en verse) 

I. Where do you live? 	 Office use only 

Country 	 C: 	

I-) [I I 1LO 

2. 10 Place and date of ENTRY into Canada ON THIS TRIP? 	 I I I 
Place [ 
	 j 	

Dare[ 	 7.10 EI I=C 

Lil1v 
(h) Place and dare of EXIT (rots Canada ON THIS TRIP' 

12.141 	I 	1E 
Place 	 Datel 	 I 

3. Is this your first trip to Canada? D Yen 	or 	 J No 	 18-21 LI I I I 
4. Pleaoe insert in the appropriate block the NUMBER of persons coveted in this report (include yourself). 	 22.23 111111  CM 

Male 	Female 	 Male 	Female 	24.20 111111 CF 

Persons over 12 years 	 Persons 12 years and nnder =[__-__--J 	: 
3. What was the main reason for coming to Canada? 	 Elillil 0 Business 	 Convention/Conference 	 fl temporary or seasonal worker 

Nights 

0 Study 	 fl Visiting friend, or relatives 	 Transit to other countries 	 I 
32.04 I 	 I Nfld. 

fl Plesaure trip 	 0 Other (specify) 	 I 1 P.E.l. 

38.40 	I 	I 	N.S. 
6. (a) International transportation used: 

Amount 	Specify 	 41-43 	I 	N.B. 
Name of Airlines 	 of (area 	currency 

ARRIVAL In Csnnda: 	 or ocher camera 	 4446 	 I Qe. 

from overacas  
	

47-49 	 Ont. 

o 	 Man. 
from United Staten 

	Ll 
___ 	 El1 1 Sook. 

Amount 	 OR 	R d T I 	 1 	 1 
DEPARTURE from Canednu 	 of fares 	currency 	

Amoont 	speciry 	f-58 I 	I AIrs. 

--------] j— 	
of f;reo 	currscy 	 I 	I  

to 
	6248 I I 	I 1 Y. 

to United States 
	

65 LI U.S. 

(b) Was this a 	
6648 El I [1 N. 

Scheduled uervice 	 flTonr (Fare includen meals and/or accommodation) 	 -- 69 [ii] XUS 

	

Charter 	 fl Other (specify) 

 
Estimate as nearly an possible total spending in Canada of persons reported in Question 4.(Exclude commer-
cial transportation fares reported above but include local transportation) 

In Canadian Dollars 	
00] 

8. While in Canada what citlea or towns did you visit and how many nights did you atay in each? 

City or tows and province 	 Night  
toy 

Totol nights in Cnnndo 

9. Did you visit the Unittd State. ON THIS TRIP? 
No 	Yea (If Yen complete the followutg) 

	

Ii) 	fl Before entering Canada 

(a) How many nights did you stay in Canada 
before visiting the USA' 

(ii) j During your stay is Canada -- - 
fbI How many time, on THIS TRIP did you 

visit the USA' 	......................................... 

(iii) 1 After leaving Canada - 	 - 

10. Comments: 

11111111 p 
72.741 	I 	I 1w 
75.781 [ I LIJTS 
79421 I I lIES 

8) Li 
VIA - SD 

84-85 LiE] p 
86.891 I I lJ TS 

90.93 [I[I[1J F i 

[II] S 

VIA - L+ 

95.96 [Iii] P 

	

91-99I1 	I 	IN 

100.1031 	I 	I 	IJT$ 
104-107 11 I [1 E * 

lot LIII 

VIA -0 

109.110 LIIlIlI p 
Ill-It) 	N 

114-117 	 I 	I t* 

118-121 IE 	I 	1..] E* 

111 1111 

Cirp or tows sad prs.ince 

3-140I-27 12-0.75 	 tFrnh you for your ca.ep.emtfon 
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QUESTIONNAIRE FOR CANADIAN RESIDENTS LEAVING AND 
RETURNING TO CANADA ON THE SAME DAY 

QUESTIONNAIRE POUR L.ES CANADIENS SORTANT DU CANADA 
ET REVENANT LE MEME JOUR 

- 	No signature is required - Vous navez pas a le signer. 
If you have already completed a form during the last seven days 
please hand this one back to the inspector without completing it. 
—Si vous avez d6ja rempli une formule au coats des sept dernjers 
jOurs, remeilez celle-ci a l'inspecteur sans Ia rem put. 
1. How did you re-enter Canada? - Comment tes-uous rcntrJ 

an Canada? 

[] Automobile 	fl Taxi 
Commercial vehicle - Vihicule commercial 

fl Other (specify) - Autre (prdcisez) 

2. Place of re-entry into Canada? - Lieu de 	Dare 
rentrie an Canada? 

3. Main purpose of trip. - But principal du voyage. 
Emplpyed in U.S. - Emploi 	Business - A//aires 
aux Etats-Unis Visiting friends or relatives 

LI Pleasure - Voyage d'agrJmenl 	- Visite ades amisou parents 

fl Other (specify) - Autre (prlcisez) 

4. Number of persons covered in this report. - Nombre de 
personnes prises en compte dans la presente /ormule. 

5. During the past 7 days, how many same day trips(including 
to-day's) have you made to the U.S.? - Au cours des 7 der-
niers jours combien de lois (aujourd'hui compris), tes-
vous all aux E:ats-Unis et revenu le méme jour? 

6. Total expenditures in U.S. (Canadian dollars) on this trip for 
all purposes by persons reported above. - Depenses totales 
(en dollars canadiens) faites aux Etais-Unis pour toules fins 
au cours de cc voyoge panes personnes prises en compte dans 
la presnle formule.  

or if no expenditures 
- $ 	 - ounant 	 LI 

3-1401-8: 13-8-73 
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I * Statistics Canada Statistique Canada 

International Travel Section 

CONFIDENTIAL QUESTIONNAIRE TO RETURNING CANADIAN TRAVELLERS 
Report on the trip on which you received this questionnaire 

TRIPS TO THE UNITED STATES If trip woo to overseas 
countries (including 	 Authority - Statistics Act. Chapter 15. 

LHowoi i) use other side 	 Statutes of Canada 1970-71. 72. 

I. Place where you left Canada 
	 Date 

ay 	 year 

Place where you re-entered Canada 

2. City or town and province in which you reside 

3. Main destination in the United States - 

Give state 

4. Number of nights spent at above destination 

Total nights in the United States on this trip 

5. Check type of lodging used most in U.S. - 

Camping, tenting or house trailer 

Apartment or dwelling (owned or rented) 

Resort Hotel or Motel 

LI Home of friends or relatives 

Ej Other (please specify) 

6. Check main purpose of trip_ 

jBusiness 

I Convention, conference or seminar 

LI Holiday (include vacation and other recreation) 

Shopping 

Travelling through U.S. to or from other parts of Canada 
(complete question Il) 

fl Visiting friends or relatives 

fl Other (please specify) 

7. Number of persons covered in this report - 

Adults............................................ 

Date 	
day 	month 	year 

S. Check means of transportation used- 

Leaving Canada Returning to Canada 

Automobile LI 

Plane 	 El LI 

Bus 

Train LI 

Boat 	 0 LI 
Other (please specify) 	El .  

9. If commercialcarrier(s) was used, give the name and the approximate 
fates purchased, including cash or credit transactions and taxes on 
transportation - 

Name of 	 Fares 
commercial carrier(s) 	Canadian $ 

Leaving Canada ...................... 

Returning to Canada  

If return fare was purchased, give name ofcarrier(s) above 
and the total amount paid here ......................................... 

Check type of trip taken - 

LI Regular service 

fl All expense tour 

Charter flight 

10. Estimate as nearly as possible (in Canadian dollars) expenditures 
in the U.S. by persons reported in item 7 (include food, lodging, 
entertainment, merchandise, gifts, automobile operation, local trans-
portation, etc.). Include cash or credit transactions but exclude 
transportation costs reported above. 

Children (under 16 years) ............ 
	 $ 

	 or if nil, check 

11. If this trip was to or from other parts of Canada via the U.S., give provinces visited 

Please mail in the enclosed pontage paid envelope. Your co.operation is appreciated. 

3-1401-3: 14-5-73 



Where possible 
Number of give the 
nights in amount spent 

each country in each 
country 

(omit Cents) 

irectCl or via the U.S. E 	 (onto rents) 

Name countries visited 

,i:e of airline 
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trip was 
United Stotej 

	

use other side 	
TRIPS TO OVERSEAS COUNTRIES BY CANADIANS 

(Include Hawaii, Bermuda, Caribbean countries, Mexico, ocher Latin American countries, etc.) 

lay 	 month 	year 

	

I I ,rciIrc;c 	LU 	 ( - -Lit,: -i tai:.iLi 	 - 	- - 
day 	 month 	year 

dais purpose of trip 

j Business 

Convention, conference or seminar 

-] Holida) (include vacation or other pleasure) 

1 Visiting friends or celatives 

1 Other (please specify) 

'lace of renidence in Canada 

(.ity or town 

l'rovj flee 

Inrernatioral transportation between Canada and overseas. Report 
.rpproximate cost (cash or credit transactions) including taxes on 
ransporta'ion and other expenses aboard plane or ship. 

Outward service 	
Canadian 

 

3. Type of trip taken 

All expense tour by plane 

All expense cruise by ship 

Charter flight 

Lii Regular service by plane or ship 

5. Number of pernons covered in this report 

Adults  

Children (under 16 years) ............................  

7. Approximate expenditures (cash or credit transac-
tions) in Countries other than the United States for 
f00d, rent, lodging, entertainment, merchandise, 	

Canad 
gifts, automobile operation, local transportation, etc. 	

Ian 

Include ''Prepaid Tours'' or ''Pay Later Plans'' but 
exclude the amount shown in item 6 as international 
transportation............................................................. 

\.or,e of vessel or steamship line 

Ir,ward service 

'to the U.S. 

\,,rfle of airline 

-- \.,rnc of vessel or steamship line 	 I 	 I 
- o:rav cIted through the United States en route to and/or from other countries, complete the following: 

- 't.: -' from the U.S. ___________________________________ Place of re-entry into the U.S. - 

a npent in the United States during this trip .................................................................................................. 

\pproximate expenditures (Canadian doliars)while in the United States. Include cash or credit transactions for living expenses, 
merchandise, entertainment, transportation, etc......  .............. ........... ... ....... . ....................................... . ....................................................... $ 

(omit cents) 

type of transportation used to re-enter Canada from the United Stares 

Please snail in the enclosed postage paid envelope. Your co-operation is appreciated. 
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Non-resident traveller - An international traveller 
resident of a country other than Canada who passes 
through Canada customs on a visit for a period of less 
than 12 months. Canadian citizens resident in other 
countries coming home on leave are included. This 
category comprises persons entering Canada for the fol-
lowing reasons: 

- Business, commuting to work, seasonal or tem-
porary employment 

- Attending a convention, conference or seminar 
- Study, summer resident 
- Visiting friends or relatives 
- Pleasure, holiday, vacation, health and shopping 
- Travelling in transit (clearing Canada customs). 

Resident traveller - An international traveller resi-
dent in Canada who has travelled outside Canada for a 
period of less than 12 months for the same reasons as 
given above and who is returning to Canada through 
Canada customs. Foreign citizens resident in Canada 
travelling abroad on leave or for other reasons are 
included. 

Other travellers - A group consisting of the fol-
lowing types of international travellers: 

- Immigrants: citizens of other countries entering 
Canada to take up residence. 

- Former residents: Canadian citizens returning to 
Canada to establish permanent residence. 

- Military personnel, diplomats and dependents: 
Canadian citizens and dependents who have been 
stationed abroad and who are returning from post-
ings; foreign citizens and dependents entering 
Canada on a military or diplomatic posting. 

- Crews: persons engaged in the operation of planes, 
ships and trucks. 

Travel receipts - Expenditures in Canada by non-
resident travellers, foreign air crews and commercial 
truck crews for all expenses incidental to travel (includ. 
ing purchases of goods to be exported for personal use 
by travellers). Among these would be international fare 
payments to resident carriers and expenditures in 
Canada for lodging, food, entertainment, local transpor -
tation, gifts and all other purchases of goods and ser-
vices. 

Travel payments Expenditures abroad by Cana-
dian resident travellers, air crews and commercial truck 
crews for all expenses incidental to travel (including 
purchases of goods to be imported for personal use by 
travellers). Among these would be international fare 
payments to non-resident carriers and expenditures 
abroad for lodging, food, entertainment, local trans-
portation, gifts and all other purchases of goods and ser-
vices. 

International transportation fares - Passenger ser-
vices for the transportation of individuals and the related 
services rendered by carriers. These would include fares, 
expenditures on board the carrier, excess baggage 
charges, etc. Excluded would be transportation of travel-
lers between places within the country where they are 
travelling. International fare payments to Canadian car-
riers by non.residents are included in travel receipts, 
while fare payments to non-resident carriers by Canadian 
residents are included in travel payments. 

Reliability Indications 

Numerical counts - A continual liaison function 
is performed by the International Travel Section with 
the supplying department to review, discuss and solve in-
consistencies in reported figures. A monitoring system 
has been established to compare incoming data with 
information available from such independent sources 
as airport management reports, toll figures, provincial 
road counters, Aviation Statistics Centre data, etc. This 
permits the verification and explanation of irregular 
fluctuations in reported figures. 

The samples drawn at seven points of entry on 
the Ontario border have been designed and tested by 
Statistics Canada. Reliability calculations reveal accur-
acy to within acceptable limits at the regional level. 
Variances are calculated monthly and monitored to en-
sure representativeness. The total flow of traffic through 
these points is determined by figures submitted monthly 
by toll authorities. 

Questionnaire surveys Voluntary questionnaire 
surveys, which do not identify respondents, were es-
tablished originally to collect expenditure data. They 
contained only a few questions. Response was reason-
ably large and consistent. As travel grew in size and im-
portance, the travel industry voiced a need for much 
more detailed information for market research and in-
dustry planning. The questionnaires were gradually 
expanded to include as many as 11 questions including 
purpose of trip, detail on origin and destination, type 
of accommodation. etc. Response declined and became 
more irregular as the volume of traffic increased. The 
original purpose of the questionnaire is still served ade-
quately. However, derivation of expenditure data and 
other characteristics below the aggregate level strains 
the purpose of the survey and resultant statistics must 
be considered less reliable. 

Since response cannot be controlled due to the 
voluntary nature of the surveys and the distribution 
methods, reliability measures are difficult or next to 
impossible. There may be both "distribution" biases in 
that questionnaires may not reach a random selection 
of travellers, and "response" biases in that the indivi-
duals replying may not be representative of the travel-
ling public. 
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About 45,000 questionnaires covering 105,000 
persons were received in 1974 from non-residents par-
ties entering Canada and 65,000 covering 145,000 per-
sons from returning residents, representing less than one 
half of 1% of the 68 million total resident and non-
resident entries into Canada. Under controlled condi-
tions, the size of these samples may be adequate; how-
ever, to date measures of reliability cannot be calcu-
lated. There are, therefore, limits to the quantity of data 
which can be released from the surveys, particularly in 
respect of cross tabulations by detailed characteristics. 

Weighting techniques used in the estimation pro-
cess attempt to reduce the effect of biases. Response 
is disaggregated by known population characteristics 
into homogeneous groups. For example, three main 
groups are United States automobiles entering and leav-
ing same day, those staying one night and those staying 
two or more nights. Further, the port or area of entry, 
to take into account geographical distribution, is esta-
blished for each group prior to the application of 
weights. In each quarter, 869 individual weights are 
applied in the estimation of expenditures and trip 
characteristics of international travellers. 

The formula for the estimation of travel charac-
teristics of United States residents to Canada, as an ex-
ample, could be summarized as follows: 

	

10 	nc 	flcj 	Ncj 
-- x 

	

c1 	jl 	i1 	ncj 	
cji 

= estimate of characteristics, United States residents 
(e.g., expenditure, nights, etc.) 

c = category of traveller (e.g., auto same day, auto one 
night, etc.) 

= time period 
j = selected port or group of ports of entry 

N = total volume (universe) for specified c and 
n = total sample for specified c and j 
X = observation on particular characteristic (e.g., expen-

diture, nights, etc.). 

Studies conducted by the International Travel 
Section relating data from independent sources to the 
questionnaire output have revealed comparability at 
high levels of aggregation. In 1967, a controlled inter-
view survey of United States automobile parties leaving 
Canada produced estimates of expenditures which were 
within 0.7% of the total derived from the questionnaire 
surveys. Similar agreement was reached in the mean  

expenditure per car per day in studies conducted in 
1968 and 1969. The actual difference in the average 
was $0.20 in 1968 and $0.40 in 1969, both within 
2%. 

Data from international sources, provincial govern-
ments, etc., tend to show trends similar to those revealed 
by the existing system. Generally, the questionnaire 
methods indicate reliability at the higher levels of ag-
gregation, with deterioration in the observations at lower 
levels of aggregation and in detailed cross-classifications 
of data. 

The search for alternative methods of collecting 
traveller data under statistically controlled conditions 
and at low cost is continuing. 

A trial was sponsored by Statistics Canada in Oc-
tober and November 1972 at Montréal International 
Airport to evaluate the questionnaire survey of non-
resident travellers from countries other than the United 
States on the basis of three criteria: questionnaire 
design; distribution methods; and response representa-
tives. 

Briefly, results indicated that a test questionnaire 
designed to be less "official" looking and printed in 
colour had half the response of the existing question-
naire; Statistics Canada personnel distributing question-
naires had twice as much response as customs officials; 
and the answers to questions on the questionnaire ap-
proximated at high levels of aggregation results from 
the same questions obtained by interviewers. The de-
tailed study by country of residence did not show com-
parability. City of destination and even some province 
of destination observations were not within acceptable 
limits. 

An air exit trial was conducted at Toronto Inter-
national Airport in May 1974 using a modified departure 
lounge technique. The procedure combined a short 
interview and the distribution of a questionnaire to be 
completed by the traveller prior to departure. The trial 
demonstrated that the methods were of limited use due 
to the non-random nature of entries, especially late 
arrivals, into departure lounges. 

An auto exit trial was conducted in the April to 
June period of 1975 at Ontario highway points. The 
methodological trial paralleled an interview survey being 
conducted by the province but replaced the full inter-
view method with a "number match", short inter-
view/mailback questionnaire. The methods proved suc-
cessful and are recommended as a lower cost alternative 
to the full interview. 
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APPENDIX 10 

Publications of Statistics Canada Relating 
to the Balance of Payments 

Balance of Payments Division 	 Balance of International Payments 

The following listing of historical balance of 	 For 	Catalogue 
payments publications is as complete insofar as is 	1926-45 	67-501, 67-201 (1972) 
known, it includes a number of reports not identified 	1946-64 	67-505 
at the time of publication in 1966 of the Historical 	 1965-66 	67-201 (1965. 1970) 
Catalogue of Dominion Bureau of Statistics Publica- 	 1967 and 1968 	" (1972) 
tions, 1918-1960 (Catalogue 11-504). 	 1969 	 " (1973-74) 

1970 	 67-001 (most recent) 

Main Series 
While the reports listed give descriptive comment 

and statistical detail which may not have been revised 
or republished, only those listed below with the period 
for which they should be used were required at the 
time of writing to provide a complete set of the main 
series published on a continuing basis. 

Complete Listing 

Catalogue 	 Title 

International Investment Position 

Catalogue 
67-202 (1926-1967) 

" (1968-1970) 
(1971 - 1973) 
(1974) 

Year of 
publication 

Sub-annual Series 

67-001 Quarterly Estimates of the Canadian Balance of Inter-
national Payments - quarterly from second quarter 
of 1953. (Separate French language reports 67-OO1F 
from third quarter 1971 through fourth quarter 1973) 

67-002 Security Transactions with Non-residents (formerly 
Sales and Purchases of Securities Between Canada and 
Other Countries) monthly from May 1935 

Annual Series 

Estimated Balance of International Payments in Canada: 
67-201 	1920-26 	 1928 

	

1925-27 	 1929 

Estimated Balance of International Payments for Canada: 

	

1926-29 	 n.d. 

	

1926-30 	 1931 

Estimated Balance of International Payments forCanada, 	 1932 
together with description of methods used, 1926-30 

nd. not dated. 
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Catalogue 	 Title 	 Year of 
publication 

Annual Series - Continued 

Canada's Balance of International Payments: 
67-201 	1926-31 1932 

1926-32 1933 

Estimated Balance of International Payments for Canada: 
Preliminary statement 1933 1934 
Preliminary statement 1934 1935 
Preliminary statement 1935 n.d. 
Preliminary statement 1936 1937 
British and Foreign Investment in Canada and Cana- 1938 

dian 	Investments Abroad (preliminary statements 
for 1937) 

The Canadian Balance of International Payments: 
1926-36 1937 
1937 1938 
Preliminary statement 1938 1939 
Revised statement 	1938 and preliminary statement 1940 

1939 
Revised statement 	1939 and preliminary statement 1941 

1940 
Revised statements 1937 -40 and preliminary state- 1943 

ment 1941 
1937 -42 (revised 	statements 1937 -41 and prelimi- 1943 

naly statement 1942) 

1937-43 (revised statements 1937-42 and preliminary 1944 
statement 1943) 

1926-44 	(revised 	statements, 	1926 -43, 	preliminary 1945 
statement, 	1944, 	and 	British 	and 	foreign 	owned 
investment 	in 	Canada, 	and 	Canadian 	investment 
abroad 1926-39) 

1926-45 	(revised 	statements 	1926-44, 	preliminary 1947 
statement, 	1945, 	and 	British 	and 	foreign 	owned 
investment 	in 	Canada, and 	Canadian investments 
abroad 1926-45) 

Preliminary statement, 1946 1947 

Preliminary statement, 194 1948 

Preliminary statement, 1948 1949 

Preliminary statement, 1949 1950 

1950 nd. 

1951 and foreign capital invested in Canada 1952 
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Catalogue 	 Title 	 Year of 
publication 

Annual Series - Concluded 

	

67-201 	1952 and international investment position 

" 	1953 

" 	1954 

1955 and international investment position 

1956 

1957 	 11 

1958 

1959 

1960 	 44 	 41 

1961 and 1962 and international investment position 

1963, 1964 and 1965 and international investment 
position 

1965-70 

1971 

1972 

1973-74 

1975.76 

1977 

Canada's International Investment Position: 

	

67-202 	1926-67 
1968-70 
1971-73 
1974 
1975 

1953 

1954 

1955 

1956 

1957 

1958 

(also supplement) 1959 

1960 

1962 

1964 

1967 

1972 

1973 

1975 

1977 

1979 

1979 

1971 
1975 
1977 
1978 
1979 

Occasional Series 

67-D-50 Branch plants, subsidiary and affiliated companies, 	 1931 
British and foreign capital investment in Canada 

None Notes on foreign capital investments in Canada 	 1926 
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Catalogue 	 Title 	 Year of 
publication 

Occasional Series - Continued 

Capital investments by British and foreign countries in 
Canada and capital investments by Canadians in other 
countries: 

	

67-D-51 	1927 	 n.d. 
1928 
	

1929 
January 1, 1929 
	

1930 

	

None 	British and foreign investments in Canada - Branch, 	 1931 
subsidiary, affiliated and controlled companies, etc. 

Estimated British and foreign investments in Canada 
January 1: 

	

67-D-51 	1929-30 
	

1932 

	

None 	1926-31 	 n.d. 

	

None 	Companies of foreign origin establishing in Canada since 	 1933 
August 15, 1930 (issued December 31, 1933) 

British and foreign investment in Canada - Branch, 
subsidiary, affiliated and controlled companies es-
tablishing in Canada since August 15, 1930, issued: 

	

None 	July 2, 1935 
	

1935 

	

None 	January 2, 1936 
	

1936 

	

None 	July 2, 1936 	 1936 

	

None 	January 2, 1937 
	

1937 

67-D-51 British and foreign capital invested in Canada and Cana- 	 1937 
dian capital invested abroad, 1926- 36. 

British and foreign direct investments in Canada and 
Canadian direct investments abroad: 

	

67-D-51 	1936 
	

1938 

	

None 	1937 
	

1939 

67-D-52 The Canadian balance of international payments: a 	 1939 
study of methods and results 

67-D-53 Exchange, 1931 
	

1932 

67-D-54 Foreign prices and exchange rates 1924 (with references 	 1925 
to important trade tendencies in leading countries) 

67-D-55 International distribution of ownership of the petroleum 	 1952 
industry in Canada (1945-51) 

67-D-56 Recent international capital movements 1924 -29 
	

1930 

67-D-57 Statistics showing distribution of securities by joint 	 n.d. 
stock companies engaged in industrial enterprises in 
Canada, agriculture excepted, as at December31, 1921 
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Catalogue 	 Title 	 Year of 
publication 

Occasional Series - Concluded 

67-D-58 United States direct investments in Canada; statistics of 1949 
investments in all companies and operations of the 
larger manufacturing companies 

67-501 Canadian balance of international payments, 1926-48 1949 

67-502 Canadian balance of international payments in the post- 1953 
war years, 1946-52 

Canada's International Investment Position: 
67-503A Selected years 1926-49 nd. 
67-503 1926-54 1956 and 1958 

67-504 Canada's external short-term assets and liabilities 1945- 	 1959 
57 

67-505 The Canadian balance of international payments. A corn- 	 1967 
pendiurn of statistics from 1946 -65 

Other Statistics Canada Divisions 

International Travel (Catalogue prefix 66) 
See: Historical Catalogue of Dominion Bureau of 

Statistics Publications, 1918-1960 (Catalogue 
11-504) pp.  146 and 147. 
1976-77 Catalogue (Catalogue ll-204E) p.  114. 

Commodity Trade (Catalogue prefix 65) 
See: Historical Catalogue of Dominion Bureau of 

Statistics Publications, 1918- 1960 (Catalogue 
11-504)pp. 139-146. 
1976-77 Catalogue (Catalogue 1 l-204E) pp. 112 
and 113. 
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APPENDIX 11 

Addendum - An Updating 

The presentiment expressed in the Foreword to 
the effect that any study of sources and methods will 
begin to be outdated almost as soon as it is contem-
plated has been borne out by events since it was written. 
This addendum describes a number of developments and 
occurrences which are not fully reflected in this publi-
cation. 

The Fourth Edition of the Balance of Payments 
Manual was published by the International Monetazy 
Fund in late 1977. References throughout this publica-
tion (including those in Appendix 5, International 
Statistical Standards and Canadian Balance of Payments 
Statistics) are to the Third Edition, which was introdu-
ced originally in 1961. 

Lottery receipts and payments, which are dis-
cussed under series A23 and B23 in Part II and in 
Appendix 5, were transferred in the first quarter of 
1978 from series A23 and B23, Other services, to series 
A33 and B33, Personal and institutional remittances, 
retroactively to 1974. 

Government loans - During the first quarter of 
1978 Canada forgave some S232 million of soft loans 
previously extended to developing countries. Similar 
earlier transactions were described under series B37, 
Official contributions, and series 1345. Repayments of 
postwar loans and advances, in Part 11. The treatment 
in balance of payments statistics of the transactions in 
the first quarter of 1978 departed from past practice, 
from international standards for balance of payments 
statistics and from the Public Accounts of Canada, in 
that the transactions were not reflected. The omission 
was dictated by a concern that the transactions were so 
large that, if shown, they would contribute to a misin-
terpretation of other elements of the System of National 
Accounts. In particular, the forgiveness would have 
appeared as an increase in government expenditure and 
been reflected as a reduction in saving. If it had been 
recognized in the balance of payments as an official 
contribution, the recorded current account deficit for 
the quarter would, of course, have been larger, as would 
repayments received by Canada on loans made to foreign 
governments. The treatment adopted enlarged the dif -
ferences between the flows recorded in the balance of 
payments and the change in Canada's international 
investment position, as well as between stock and flow 
series in the financial flows. The difficulties which would 
be occasioned for the national accounts and the fmancial 
flows in following past practice demonstrate that 
although the basic elements of the System of National 
Accounts are highly integrated in Canada, the concept's 
underlying transfers are not, in fact, common to all 
parts of the System. (It should be noted that the treat-
ment adopted for the first quarter report for 1978 was  

changed to conform to normal balance of payments 
standards in the fourth quarter report for 1978.) 

Net errors and omissions - The separate identifi-
cation of net errors and omissions presaged in the dis-
cussion under series D82, Other short-term capital 
transactions, in Part Ill was adopted with the first quar-
ter report for 1978, retroactive to 1946. Previously, 
indications of the size of the balancing item were pro-
vided only in the textual analysis. Annual data were 
subsequently carried back to 1927 on the same basis. 

The balancing item is derived residually as the 
difference between net official monetary movements 
and identified current and capital account transac-
tions. It is a composite representing unidentified trans-
actions and statistical discrepancies in the balance of 
payments as a whole. Since the balance of payments 
estimates are constructed from a variety of sources, 
the possibility of error is associated with a number 
of factors, including problems of valuation, timing, data 
gaps, and the quality and coverage of surveys. 

To a large extent, the balancing item on a quarter-
ly basis has been associated with flows of short-term 
capital, particularly with changes in accounts payable 
and receivable which are monitored only for a sample 
of larger companies. These transactions can, however, 
produce sharp swings resulting from the deferment or 
acceleration of settlement of accounts to take advantage 
of prospective movements in exchange rates (a practice 
known as "leads and lags"), or varying degrees of credit 
tightness. In view of the relatively small size of the 
quarterly surveys used in measuring accounts payable 
and receivable, and the tendency of the balancing item 
to become enlarged during periods of sharp currency 
fluctuations, it seemed appropriate to include the 
balancing item with the series on miscellaneous short-
term capital transactions. 

With the increasing scale and complexity of inter-
national commerce and capital movements and the 
increased instability of exchange rates, the balancing 
item has increased in size in recent years. It has, howev-
er, been a consistent debit entry (apparent net outflows 
from Canada), suggesting a somewhat different structure 
from the essentially offsetting pattern associated with 
the ebb and flow of short-term capital. Recognition of 
the fact that the composition of the balancing item is 
not confined to capital account transactions, as well as 
the growing interest in the size of the balancing item 
itself, were important factors contributing to the deci-
sion to identify net errors and omissions as a separate 
item in the balance of payments presentation. 



The identification of the balancing item has also 
involved a review of its distribution geographically. 
While it was treated as a short-term capital movement, it 
seemed reasonable to allocate the balancing item to 
transactions with United States residents, although 
some part was attributed to the United Kingdom until 
1952 (see Table 11.4). In departing from the practice 
of attaching to the balancing item the characteristics 
of short-term capital movements, the practice of allo-
cating net errors and omissions to the United States 
has also been discontinued. As a result, the regional 
breakdown of Canada's balance of international pay-
ments will not equal the total for transactions with 
all countries, the difference constituting net errors 
and omissions. 

The regional breakdown maintains the internal 
consistency of the balance of payments by making 
provision for multilateral settlements of interarea 
transfers. These represent settlement of an imbalance 
from transactions with one country by using claims on 
another, and may result, for example, in imports from 
country A being settled by running down claims on 
country B. Conceptually, multilateral settlements are 
offsetting in total, i.e., globally they add to zero but 
they may be positive or negative for individual geogra-
phic areas. In practice, however, this is only possible by 
allocating the balancing item geographically. 

A result of not allocating the balancing item 
geographically is that the sum of the interarea transfers, 
instead of being zero will be equal to the balancing item. 
Given this relationship the two items "net errors and 
omissions" and "balance settled by interarea transfers" 
have been grouped together in the new balance of 
payments presentation. 

Official fmancing - Arrangements for the support 
of official monetary reserves were entered into in the 
latter part of 1977 and during 1978. These arrange-
ments, which did not lead to balance of payments 
transactions until 1978, consisted of: 
- A revolving standby credit facility arranged by the 

Bank of Canada with Canadian chartered banks in 
October 1977 under which the Government could 
borrow up to U.S. $1.5 billion. This credit facility, 
available for a period of seven years, entitles the 
Government to borrow for terms of one, two, three 
or six months at its option and to re-borrow the 
amounts repaid. The Government may cancel all or 
any portion of the unused facility at any time without 
penalty. Drawings commenced in March totalling U.S. 
$750 million followed by a further U.S. $600 million 
in April. In April 1978 the credit was increased in 
size to U.S. $2.5 billion. At the end of 1978 the 
net amount drawn on this facility was U.S. $1.4 
billion. 

- A bond issue in New York of U.S. $750 million 
announced in February 1978 composed of three 
tranches: U.S. $250 million due April 1, 1983, U.S. 

$250 million due October 1, 1985, and U.S. $250 
million due April 1, 1998. The proceeds were made 
available to the Government of Canada on April 5, 
1978. 

- A borrowing of 1.5 billion Deutsche Marks, equivalent 
to U.S. $706 million, consisting of a four-year loan 
and placement of five- and six-year notes arranged in 
April 1978 with the Deutsche Bank of West Germany 
for delivery in May. 

- A revolving standby credit facility with a group of 
United States and other foreign banks announced in 
April and signed in June 1978, under which the 
Government would be able to borrow up to U.S. $3 
billion for a period of up to eight years. The Govern-
ment has the right to draw down and repay at any 
time under the terms of the agreement, and, at its 
option, to cancel without penalty all or any portion 
of the facility unutiized at the time of cancellation. 
Drawings commenced in July totalling U.S. $700 
million. At the end of 1978 the net amount drawn 
on this facility was U.S. $1 .3 billion. 

- A bond issue in New York of U.S. $750 million 
announced in September 1978 composed of two 
tranches: U.S. $400 million due October 15, 1983, 
and U.S. $350 million due October 15, 1998. The 
proceeds were made available to the Government of 
Canada on October 31, 1978. 

As borrowings are made the proceeds constitute part of 
Canada's international reserves and will be reflected in 
the movements in reserve assets in the Canadian balance 
of payments statistics. 

The related liabilities are of two basic types and 
have been treated in the balance of payments statements 
according to their particular characteristics. Inflows 
from the bond issues in New York and proceeds of the 
Deutsche Mark borrowing have been treated as long-
term capital movements, the bond and note issues in 
item D32 as portfolio investment in new issues of 
Government of Canada securities (a treatment consistent 
with that followed in respect of Government of Canada 
issues placed in Germany, Italy, and the United States 
in 1968) and the bank loan portion of the Deutsche 
Mark borrowing in item D50 as other long-term capital 
transactions. 

The revolving standby credits with commercial 
banks have no exact precedent in the history of the 
Canadian balance of payments and for this reason their 
treatment merits special attention. It has involved 
consideration of a number of factors, including the 
nature of the financial claims and the flexibility of the 
financing arrangements. The financings have been viewed 
by balance of payments statisticians as conforming 
broadly with drawings in 1962 and 1968 on the central 
bank reciprocal credit facility with the United States 
monetary authorities. Acco1dingly, the standby credits 
have been classified in the balance of payments state-
ments under series KS, Official monetary liabilites. 
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Official monetary liabilities consisted previously of the 
use of IMF credit, the activation of swap arrangements 
under central bank reciprocal credit facilities and foreign 
exchange deposits of non-residents at the Bank of 
Canada. 

A complication arises in the presentation in the 
balance of payments of drawings by the Government 
of Canada on the Canadian chartered bank credit facili-
ty. To the extent that credits extended to the Govern-
ment of Canada by the Canadian chartered banks are 
fmanced out of increased liabilities to non-residents 
of Canada, they are implicitly reflected as inflows in 
the balance of payments as a result of changes in the 
net foreign currency position of the Canadian chartered 
banks with non-residents recorded in series 1361. Since, 
however, the drawings on the standby credit facility to 
finance the accumulation of reserves are also recorded 
in net official monetary movements as official monetary 
liabilities, an additional entry is required to avoid 
double counting. This entry is made in series D82, 
Other short-term capital transactions, and, in effect, 
reallocates from short-term capital movements to net 
official monetary movements the borrowing by the 
official sector to bolster the reserves. 

Format changes - Within the format of Table 1.1 
in Part I series F, Balance to be settled, now becomes 
Total current and capital account balance, the only 
numerical change being the omission of net errors and 
omissions, which had previously been an element of 
D82, Other short-term capital transactions, of E2, 
Balance of capital movements in short-term forms, 
of E3, Total net capital balance, and of F. A new series 
X, covering Net errors and omissions is then introduced. 

Series G, previously described as Balance settled by 
exchange transfers, is now described as Balance settled 
by interarea transfers, to eliminate the ambiguity in the 
word "exchange"; the concept is unchanged. 

CANSIM - The CANSIM Data Bank Numbers 
shown in Appendix I should be amended to include: 

Table 1.2 	Table 1.4 

Revise - Item titles in accor-
dance with the preceding para-
graph. 

Insert - Following series F: 
X Net errors and omissions 

All non-residents (area sub- 50193 	50693 
divisions, not applicable). 

Canada - United States balance of payments - 
The bilateral comparison of Canada - United States 
balance of payments statistics, described in the note in 
Part VI on Inter-country Exercises in Reconciliation, 
has been affected by two new developments. From the 
Canadian side, the separate identification and exclusion 
from capital transactions with the United States of net 
errors and omissions, has effects on the comparison of 
capital transactions which were discussed in the note. 
From the United States side, the inclusion in balance 
of payments statistics of reinvested earnings of incor-
porated affiliates, announced in May 1978, widens the 
conceptual gap between data of the two countries. A 
discussion of measures of undistributed earnings will 
be found in Part VII. 
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- investment position, 199, 207, 216 

Insurance element of freight and shipping, 93-94 

Insurance, equity of policy holders, 199 

Insurance of export credits, 132-133 
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Insurance of foreign investment, 134 

Inter-American Development Bank, 127, ISO, 203 

Inter-country exercises in reconciliation. 297-310 

Interarea settlements, 171-175, 436 

Interbranch accounts, 169 

Intercompany accounts, 169 

Intercompany accounts, finance company, 157 

Intercompany loans, interest on, 90 

Interest (See also Income, investment; Interest and Dividends) 

- bank deposits, 87, 90 

- bank loans, 90 

- bonds, 73, 75, 78 

- commercial paper, 87 

- concessionary, 75 

- debentures, 73, 75, 78 

- description, 73-75 

- deferrals, 75, 128-129, 201, 203, 316-317, 322 

- deposits, 90 

- direct investment, 78 

- evaluation, 78 

- export credits. 87 
- finance paper, 87 

- foregone, 75, 128-129, 201, 203, 316-317, 322 

- General Arrangements to Borrow, 75 

- intergovernmental loans, 73, 75 

- International Monetary Fund, 75 

- loans, 87 

- money employed, 75 

- money market paper, 87 

- mortgages, 87 

- net official monetary reserves. 73, 75 

- oil facility, 75 

- published detail, 76-77 

- quarterly, 78 

- special drawing rights, 75 

- series availability, 79 

- sources and methods, 75, 78 

- treasury bills, 73, 75 

Interest and Dividends (See also Interest; Dividends) 

- international statistical standards, 389-390 

- proportion of Gross National Product, 21 

- proportion of merchandise exports, 21 
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Intergovernmental loans (See Credits, export; Credits, Government of Canada; Loans, advances and 
subscriptions) 

Interim credits, accrued interest on, 126, 201, 322 

Intermediaries, financial, 90, 215. 333 

International agencies (See also Loans, advances and subscriptions) 

International agencies, subscriptions to, in investment position (See Subscriptions) 

International agencies, liabilities to, 217 

International Bank for Reconstruction and Development 
- bonds acquired to reduce reserves, 196, 3 I 7 
- bonds held in reserves. 183-184 
- liabilities to. 150 
- subscriptions to, 127, 203 

International Civil Aviation Organization, 86, 89 

International Development Assistance Program, 97 

International Development Association, 127, 150, 203 

International Development Research Centre, 98 

International Finance Corporation, 127, 203 

International Indebtedness (See Investment Position) 

International Investment Position (See Investment Position) 

International Monetary Fund 
- balance of payments manual, 313, 435 
- income from, 75 
- liabilities to, ISO 
- loans to, 75, 181, 183 
- reserve position in, 177-184 
- returns to. 30. 393-404 
- Special Drawing Rights, 175-176, 180, 183 
- statistical standards, 29, 389-392 

International organizations, contributions and assessments, 86, 89 

International service, Canadian Broadcasting Corporation, 336 

International statistical standards, 29. 389-392 

International trade (See Exports, Imports) 

International Trade Division, 43 

International Travel Section, 43-44 

Irnerprovincial Pipe Line Limited, 82 

Intransit transportation, 79, 81 -83 

Investment certificates, guaranteed, 137, 215 

Investment companies, private. 137. 215-216 
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Investment corporations, non-resident owned, 2 15-216, 333 

Investment Dealers' Association of Canada. 115, 122 

Investment, direct (See Direct investment) 

Investment, foreign financing of, 205, 362-364 

Investment funds, 106, 113-116, 122, 124, 214-215 

Investment income (See Dividends: Income, investment: Income, miscellaneous; Interest: Interest and 
Dividends) 

Investment insurance, 134 

Investment in Canada, foreign long-term, in investment position. 205-217 

- geographical detail, 206 

- industrial detail. 206 

- published data sources, 206 

Investment in Canada, Miscellaneous, in investment position, 215-216 

Investment Position 

- analytic frames, 191 

- assets, 191-205 

- balance, 191 

- classifications, 32 

- components, 191 

- conceptual frame, 30 

- continuity. 31 

- description, 30-3 I 

- factors in change (1945-1974). 32 

- liabilities, 205-2 19 

- linkage to balance of payments, 33, 375-378 

- long-term and short-term distinction, 191 

- official publications, 429-433 

- presentation, 31 

- regional distributions, 345 

- series availability, 191-194 

- valuation adjustments, 376 

Invisibles (See Services, and specific service series) 

Iron ore exports, 59, 61 

Iron ore transportation, 81 

Israel bonds, State of, 196 

Issue expenses, stock, 113. 117 

Issues of securities, new (See Portfolio transactions) 

Jets, military, 322 
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Joint United States-Canadian Cabinet Committee on Trade and Economic Affairs, 298 

Joint ventures, 216 

Kind, gifts in, 96 

Kindleberger, Charles P.. 312 

Knox. Frank A., 31. 37-38 

Labour unions. 88. 91, 96, 199-200 

Labrador, 88 

Lags in export and import statistics, 61 

Lake carriers, 79-81 . 88 

Latin America, goods consigned from, 61, 299, 392 

Leads and lags (See Errors and Omissions) 

League of Nations, statistical standards, 29, 297 

Lease backs of service station properties. 335 

Leases. 50 

Legacies (See Inheritances) 

Legal services, 89 

Liabilities, contingent, 135 

Liabilities, official monetary. 181 

Licensing fees. 89 

Licensing, 106, 133 

Life insurance (See Insurance) 

Loan (See also Loans) 

- cancellations. 97-98, 129, 135. 435 
- deferrals. 75, 128-129. 201, 203, 316-317, 322 

- forgiveness, 97-98. 129, 135, 435 

- guarantees, EDC and Government of Canada, 134 
- interest. 73. 75, 87, 90 

- Proceeds Account, 316 

- remissions, 97-98. 129, 135. 435 

Loan companies (See Finance companies; Trust and mortgage loan companies) 

Loan companies, consumer (See Finance Companies) 

Loans (See also Loan) 

- accrued interest on advances under, 126. 201 , 322 

- aircraft financing, 134-135 

- bank. 136-138, 169, 199-203 

- bank, to Canadian finance companies. 157 

- development. 126, 128 
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Loans (See also Loan) - Concluded 

- Export Development Corporation, 132-135, 137, 169 

- inactive, 129. 135, 200-201 
- intergovernmental (See also Government of Canada credits; Loans, advances and subscriptions) 
- long-term, 199, 200, 216 
- private, 136, 169 
- short-term, 169, 204-205. 218-219 
- soft, 75, 126, 128-129, 435 
- wheat, 126, 128-129, 134-135 

Loans, Advances and Subscriptions by the Government of Canada 
- concept, 125 

- description, 126-127 
- evaluation, 127 
- international statistical standards. 391 

- repayments, 127-129 
- series availability, 127 
- sources and methods, 127 

- supplementary and related data, 127 

Logging, 336 

Long-term assets and liabilities, 31 

Long-term capital, 20, 105-139 

Long-term Capital Transactions, Other, 136-139 

Lotteries, 88, 91, 93-94, 435 

MacDonald, J.M., 38 

Management accounts, 136-137, 215 

Management accounts, investment income on, 87, 90 

Management services, 88-89 

Manufacturing, foreign ownership and control, 212 

Manufacturing, in investment position, 335-336 

Market turnover, foreign exchange, 350 

Market values, 329-330 

Marshall, Herbert, 38, 298 

Medium-term export credits (See Export creditc) 

Membership fees, 88, 91 

Merchandise (See Exports; Imports) 

Merchandising, in investment position, 335-336 

Methodology, general, 24 
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Mid-Canada line, 321 

Migrants 

- international statistical standards, 93-94 

- settlers' effects, 50, 52 

- transfers, 18, 94-96, 137 

- transportation, 88, 91 

- workers. 88, 91, 93-94 

Migrants' funds, 94-96 

Military (See also Mutual Aid to NATO countries) 

- continental defence arrangements, 321-322 
- equipment delivered abroad, 59 

- expenditures. 85-86, 32 1-322 

- exports, 50, 52, 54, 59, 322 

- imports, 50. 52, 56, 59, 322 

- international statistical standards, 389, 391 

- pensions. 86, 96 

- prepayments on equipment, 137 

- progress payments and deliveries. 59. 389, 391 

- relief, postwar. 86, 97, 126, 201, 321 

- travel, 71 

N'ling Sung Industrial Company of China. 134-135 

Mining and smelting, other, in investment position, 335-336 

Mining, foreign ownership and control, 212 

Mint, gold stocks at, 66, 180 

Miscellaneous Income, 86-94, 389-390 

Miscellaneous Investment Abroad, in investment position, 199-201 

Miscellaneous Investment in Canada, in investment position, 215-216 

Monetary assets, net (See Reserves, official monetary) 

Monetary movements, official (See Reserves, official monetary) 

Money employed, 75, 149, 181, 217 

Money market paper, Canadian, 87, 90, Ill, 121, 218 

Money market paper, foreign, 144, 146-147 

Money Market Paper, Non-resident Holdings of Canadian 

- concept, 151 

- description, 15 1-154 

- evaluation, 155 

- quarterly. 155 
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Money Market Paper, Non-resident Holdings of Canadian - Concluded 

- series availability. 156 

- sources and methods. 154-155 

- supplementary and related data, 156 

Montreal City and District Savings Bank. 149 

Montreal Pipe Line Co. Ltd , 82 

Mortgage interest, 87, 90 

Mortgage loan companies (See Trust and mortgage loan companies) 

Mortgage loans, 136-137, 215-216 

Motion pictures (See Film) 

Motor vehicles (See Automobiles and parts) 

Movements of capital, short and long-term, Ill . 121 

Multilateral settlements, 171-175, 436 

Municipal (See also Government) 

Municipal paper, 218 

Mutual aid, 97, 126 

Mutual Aid to NATO countries, 27, 64, 73, 98, 379 

Mutual fund shares, 113 

Mutual funds (See Investment funds) 

National Accounts (See Income and Expenditure accounts, Financial Flow accounts) 

National balance sheet, 33 

National Film Board, 336 

National Income and Expenditure accounts (See Income and Expenditure accounts) 

NATO countries, Mutual Aid to, 27, 64, 73, 98, 379 

NATO, 86 

Netherlands, loans to, 128, 203, 316 

Netherlands, military relief settlement, 201, 321 

New issues of securities (See Portfolio transactions) 

Newfoundland 

- adjustments to exports and imports, 55. 57-58 

- North Atlantic Staging Route, 88 

- proceeds of codfish, 147, 174, 177 

- union with, 17, 319-321, 376 

Newspapers 

- features and articles, 88-89, 91 
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Newspapers - Concluded 

- foreign correspondents, 88 
- subscriptions, 88, 91 

Nominees, 117, 215 

Non-bank holdings of short-term funds abroad (See Foreign Exchange, private and bank holdings) 

Non-Canadian corporations (See also Branches) 

Non-Canadian corporations established to engage in business in Canada, 106 

Non-governmental organizations, 97 

Non-monetary gold (See Gold) 

Non-resident 
- Canadian corporations, 331-332 

- Equity in Canadian assets abroad (See Equity in Canadian assets abroad, non-resident) 
- holdings of Canadian dollars, 217-218 
- owned investment corporations, 215-216, 333 

Non-transactions, 322 

North Atlantic Staging Route, 88 

North Atlantic Treaty Organization (See NATO) 

Northern Ontario Pipe Line Crown Corporation, 336 

Norway, loan to, 128 

Notes. bearer Canadian bank, 218 

Notes, demand, held by international agencies, 127, 150, 217 

Ocean freight, 79-80, 82 

OECD, 86, 339, 344 

OECD countries in Europe, other, 339, 344 

Olferings, stock, III, 116, 124 

Official aid (See Official Contributions) 

Official Contributions 
- concept, 97 
- description, 97-98, 129 
- evaluation, 98 
- series availability, 98 
- sources and methods, 98 

Official monetary movements (See Reserves, official monetary) 

Official revolving credits, 436-437 

Official SDR Liabilities (See Special Drawing Rights) 

Oflshore purchases, 171 
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Oil (See Petroleum and natural gas) 

Oil facility, International Monetary Fund, 75 

Old age security, 96 

Omissions (See Errors and Omissions) 

Omitted transactions, 322 

Ontario Hydro, 91 

Open accounts, 169-170 

Organisation for Economic Cooperation and Development, 86 

Organisation for Economic Co-operation and Development, returns to, 30, 393-406 

Organization, Balance of Payments Division, 43-44 

Organizations, international, 89 

Organizations, non-governmental, 97 

Other Long-term Capital Transactions (See Long-term Capital Transactions, Other) 

Other Short-term Capital Transactions (See Short-term Capital Transactions, Other) 

Outstanding bonds (See Portfolio transactions) 

Outstanding cheques, 170 

Outstanding equities (See Portfolio transactions) 

Outstanding shares (See Portfolio transactions) 

Outstanding stocks (See Portfolio transactions) 

Overseas expenditures, Canadian war, 85 

Owners, principal, 105-107 

Ownership of Canadian industries, foreign, 2 11 -212, 358-362 

Pakistan, loans to, 98, 129, 135 

Paper, commercial, consumer loan, financial, foreign, municipal, provincial, sales finance, and 
other (See Money Market Paper) 

Parities, use of historic exchange, in investment position, 331 

Parkinson, J.F. , 38, 298 

Partial retirements, 117 

Partnerships, limited, 216 

Passenger fares, 80 

Patents, 88-89, 133 

Payables, 169-170 

Payables, n.i.e. , Short-term, in investment position. 218-2 19 

Payments, progress, 59, 389, 391 

Pension funds, 115, 122, 124 
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Pensions, 86, 92-94. 96-97 

Periodicals, 88, 91 

Personal remittances, 96-97 

Personal services, 88-92 

Petrochemicals, 336 

Petroleum and natural gas 
- adjustments to exports, 58-59 
- exports of, 50 

- in investment position, 32, 216, 335-336 
- ownership and control, 212 
- transportation, 79-82, 84 

Pilotage, 80, 82 

Pinetree line, 321-322 

Pipeline exports, 50, 58-59 

Pipeline transportation. 79-82, 84 

Pipelines, adjustments to exports, 58-59 

Pipelines, in investment position, 336 

Polysar Limited, 336 

Portfolio investment companies (See Investment funds) 

Portfolio Investment Abroad, in investment position 
- concept and description, 195-196 
- evaluation, 198 
- published data sources, 199 
- sources and methods, 196-198 

Portfolio Investment in Canada, Other, in investment position 
- concept and description, 214 
- evaluation, 215 

- published data sources, 215 
- sources and methods, 215 

Portfolio security transactions, exchanges of shares, 17 

Portfolio security transactions, international statistical standards, 391 

Portfolio transactions in Canadian securities 
- concept, Ill 
- description, 111-114 
- evaluation, 117 
- new issues, 113, 116 
- offering, contract, delivery and settlement dates, 114 
- outstanding issues, 113-117 
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Portfolio transactions in Canadian Securities - Concluded 

- quarterly, 116-117 

- relationship to investment position, 113-114 

- retirements. 113, 117 

- series availability, 118 

- sources and methods. 114-117 

- supplementary and related data, 113. 115, 118-119 

- United States"income accumulating" funds, 114 

- valuation, 113 

Portfolio transactions in foreign securities 

- concept, 119 

- description, 121-122 

- evaluation, 124 

- new issues, 121-124 

- outstanding issues, 121-123 

- relationship to investment position, 121 

- retirements, 121-122, 124 

- series availability, 125 

- settlement dates, 122 

- sources and methods, 122-124 

- supplementary detail, 121, 123. 125 

- valuation, 121 

Portland Pipe Line Corporation, 82 

Portugal, 147, 174, 177 

Post Office savings deposits, gold reserve. 66 

Postal services, 86, 89 

Power development (See also Columbia River Treaty) 

Power development, shared cost, 88, 91 

Power production and distribution, 336 

Premiums, insurance. 88, 91 

Prepaid air freight, 84 

Prepayments, 137, 216 

Presentations of balance of payments. 18-19 

Presentations of investment position. 31 

Price adjustments, retroactive, 59. 88 

Prices, transfer, 52, 58, 62, 329 

Principal owners, lOS- 107 

Professional services, 88-92 
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Professional societies, 88, 91 

Profits (See also Earnings) 

- banks and insurance companies, 73-74, 90 

- branch, 73-74, 78 

Progress payments, 59, 389, 391 

Promotion, 88 

Property (See Real Estate) 

Provincial (See Government) 

Provincial governments, request to limit borrowings in United States, 3 16-31 7 

Provincial railways, 336 

Publications, 429-433 

Puerto Rico, 60, 299, 392 

Purchase and resale agreements, III, 154, 170 

Quebec Pension Plan, 96 

Questionnaires (See also separate index at end) 

Questionnaires, use of, 22 1-227 

Radar installations, 321 

Radio, 90, 336 

Rail services, 88, 90 

Rail transportation, 79-82 

Railways, in investment position. 335-336 

Randall, John D. . 362 

Rates of exchange, effect on investment position, 376 

RCAF Defence Command, 322 

Real estate, 200, 215-216, 336 

Real estate, commercial, 87, 106, 136 

Receivables, 169-170 

Receivables, deferred. 199 

Receivables, n . i.e. , Short-term, in investment position, 204-205 

Reciprocal credit facilities, central bank, 149, 178, 181 

Reconciliation of inter-country balance of payments data, 297-3 10 

Recordings. master. 89 

Records, organization of. 35-37 
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Redemption accounts. 177 

Redemptions of securities (See Portfolio transactions) 

Rediscounting of export credits, 135 

Refining, 336 

Refugees, 97 

Regional allocations, 337, 339-345, 392, 436 

Reinvested earnings (See Earnings, Undistributed) 

Relatives, support of, 96 

Relief contributions, 96-97 

Relief, military, 86, 96-97, 126, 201, 321 

Religious contributions, 96 

Remissions of loans, 97-98, 129, 135, 435 

Remittances of branch profits, 74 

Remittances, personal and institutional, 96-97 

Rental, goods imported or exported for, 50 

Rentals 
- equipment, 88-89 
- film, 88 
- property, 87 
- rail, 81 

Repairs, goods imported or exported for, 50 

Repairs, ship, 80, 82 

Repatriation of Canadian securities, official wartime, 313 

Repatriation of Canadian securities, to reduce official reserves, 317 

Repatriation of securities (See also Portfolio transactions) 

Repayment of Government of Canada Loans and Advances, 127-129 

Reporting units, 333 

Representation, diplomatic and commercial, 86 

Representation, governmental, 89 

Repurchase of securities by debtor, 117 

Resale agreements, purchase and, Ill, 154, 170 

Research contributions, 96 

Research expenditures, 88-89 

Reserve for inactive assets, 200-201 
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Reserve Position in the International Monetary Fund (See International Monetary Fund) 

Reserves, Official Monetary 

- change in coverage. 177-178 
- concept, 176 (to 1960), 178 (from 1961) 

- description, 176-177 (to 1960), 178-182 (from 1961) 

- evaluation, 182 
- financing (1977-1978), 436-437 
- float (1950), 329 

- in investment position, 203-204 

- income on, 73, 75 

- liabilities, 181 
- revaluations, 180 

- series availability. 1978 (to 1960), 182 (from 1961) 
- supplementary and related data, 178 (to 1960), 182-185 (from 1961) 

Resettlement, 97 

Residency. 18. 331-333 

Resident Holdings of Foreign Currency Bank Balances and Other Short-term Funds Abroad (See Foreign 
exchange, private and bank holdings) 

Residents, summer, 216 

Residual (See Errors and Omissions) 

Resources, use of foreign, 205, 362-364 

Respondent cooperation, 34 

Rest of sterling area, 339 

Restitution payments, 96 

Retailing, 336 

Retained earnings (See Earnings, Undistributed) 

Retirements of Canadian securities, redemption accounts, 177 

Retirements of securities (See also Portfolio transactions) 

Retroactive price adjustments, 59. 88 

Revision policy, 24 

Revolving credits, official, 436-437 

Rights. 88 
- patent, trademark, copyright, 133 
- Special Drdwing (See Special Drawing Rights) 

- stock subsuiption. Ill, 116, 124 

Risks covered by EDC policies, 133-134 

Road transportation (See Trucking) 
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Rolling stock, production and maintenance, 336 

Roumania, loan to, 128, 203 

Royal Canadian Mint, gold stocks at, 66, 180 

Royalties, 88-89 

Safarian, A. Edward, 42, 362 

Safekeeping accounts, 136-137, 215 

Safekeeping accounts, income on, 87, 90 

Sale and repurchase agreements, Ill. 154, 170 

Sales tinance companies (See Finance companies) 

Sales promotion, 88 

Savings banks, Canadian, 217 

Savings, use of foreign, 205, 362-364 

Schedules (See separate index at end) 

Schools, foreign. 88, 91 

Scientific research, 88 

SDRs (See Special Drawing Rights) 

Seasonal adjustment, 345-350 

Secondary markets (See Portfolio transactions) 

Sector balance of payments, 337 

Sector capital movements, 338 

Securities (See Portfolio transactions) 

Serial retirements, 117 

Series availability (See specific series) 

Services 
- banks and insurance companies, 74, 87 

- business, professional and personal, 88-92 

- insurance on export of, 133 

Services, Other 

- concept, 86 
- description, 86-88 

- evaluation, 91-92 
- international statistical standards, 93-94, 390 
- series availability, 92 

- sources and methods, 90-91 

- supplementary data, 92-93 
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Settlement dates, 114, 122, 329 

Settlements 

- contract cancellation, 89 

- military relief, 201, 321 

- multilateral (See Exchange Transfers) 

Settlers (See Migrants) 

Shares (See Portfolio transactions) 

Shipping (See also Freight and Shipping) 

Shipping, in investment position, 336-337 

Shipping, ocean, 79-80, 82 

Ships 

- adjustments to exports, 54, 59 

- adjustment to imports, 50, 56, 58-59 

- progress payments and deliveries, 59 

Ships' stores, 50 

Short-term 

- assets and liabilities, 31-32 

- capital, 20, 139-171 

- payables See Payables) 

- receivables (See Receivables) 

Short-term Capital Transactions, Other 

- concept, 158 

- description, 158-169 

- evaluation, 170 

- quarterly, 170 

- series availability, 170 

- sources and methods, 169-170 

- supplementary data, 170-171 

Short-term Finance Company Obligations (See Finance Company Obligations) 

Sinking fund purchases, 113, 122 

Smuggling, 35,59 

Societies, professional, 88, 91 

Soft loans, 75, 126, 128-129, 435 

Sources and methods, general, 33-34 

South America, goods consigned from, 61, 299, 392 

Special Drawing Rights 

- allocations of, 175-176 
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Special Drawing Rights - Concluded 
- holdings of. 178-180, 182-184 

- income on, 75 
- liabilities, official, 217 

Special settlements, loan, 127-128 

Special trade basis, 50-51. 59 

Sports, 88, 91 

St. Lawrence Canal Authority, 80 

St. Lawrence River power developments. 88, 91 

St. Lawrence Seaway, 80-82 

Staff, Balance of Payments Division, 39, 42-44 

Standby credits, official, 436-437 

Statistical 
- sources and methods, general, 33-34 

- standards, international, 29, 389-392 
- system, 33-34 (See also Survey system) 

- units, 333 

Statistics Act, 34 

Statistics, balance of payments, history of development, 37-43 

Sterling area Canadian dollar deficiency, 313 

Sterling area, 339 

Stevedoring, 80, 82, 337 

Stevens, Hon. H . H., 39 

Stock 

- dividends, 74, 107 

- issue expense, 113, 117 
- offerings, III. 116. 124 

- purchase rights, III, 116, 124 

Stocks (See Portfolio transactions) 

Stocks on consignment, 169 

Street lighting systems, 336 

Students, foreign, 86 

Studies, feasibility, 97 

Subscriptions (See also Loans, Advances and Subscriptions) 

- newspapers and periodicals, 88, 91 

- stock, III, 116, 124 



- 475 - 

Subscriptions to International Financial Agencies, Government of Canada, in investment 
position, 202-203 

Subsidiaries. 106 I li  

Succession duties, 96 

Summer residents, 216 

Superannuation benefits, 86, 92-94, 96-97 

Supply contracts, 106 

Support of relatives, 96 

Survey system (See also separate index at end) 

- editing, 37 
- general, 35-37, 221-292 
- units. 333 

Swapped deposits, 140, 145, 153-154 

Sweepstakes (See Lotteries) 

Symbols, 2 

System of National Accounts (See Financial Flow accounts, Income and Expenditure accounts) 

Takeovers, 107 

Tankers, 336 (See also Shipping) 

Taussig, F.W., 37 

Tax, withholding 

- Canadian corporations not regarded as resident, 99 

- concept. 98 

- correlation with income payments, 99 

- description, 27, 73, 78, 98-99, 379 
- evaluation, 99 

- international statistical standards, 94, 98, 390 

- provision for, 356 

- series availability, 99 

- sources and methods, 99 

Taxes, 86, 88-89, 96 

Taylor, Kenneth W. 38, 49, 298 

Teachers serving abroad, 86 

Technical Working Group on Canada-United States Balance of Payments Statistics, 298-299 

Technological services, 89 

Telecommunication satellite, 59 

Telecommunications, 88 
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Teleglobe Canada (See Canadian Overseas Telecommunications Corporation) 

Telegraphs owned by railways. 336 

Telephones, 336 

Television, 90, 336 

Timeliness, 24 

Timing. exports and imports, 59. 6 1-62 

Tobacco smuggling, 59 

Toll highways, 336 

Tolls, canal, 80 

Tooling charges, automotive, 58. 61, 88 

Tourism (see Travel) 

Tourist purchases, adjustments to exports and imports, 50, 52, 54 

Towage, 80, 82 

Trade (See also Exports, Imports) 

- adjustments for balance of payments purposes, 51-60 

- changes in statistical structure. 51 

- costs of statistics, 44 

- geographic classification, 50-51 

- special and general bases, 50-51, 59 

- special transactions, non-trade. 50-52 

- timing, 52 

- valuation, 51 

Trade Division, International, 43 

Trade Division, External, 44 

Trade in outstanding securities (See Portfolio transactions) 

Trade unions, 88, 91, 96, 199-200 

Trade, transfer (transactions) prices. 52, 58, 62, 329 

Trademarks, 88-89. 133 

Trading day adjustments in exports and imports, 62 

Training under aid programs, 89, 97 

TransCanada PipeLines Limited, 84 

Transactions values, 329 

Transfer prices, 52, 58, 62, 329 

Transfers (See also Exchange. Inheritances, Migrants) 

- government. 18, 96-98 
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Transfers (See also Exchange, Inheritances, Migrants) - Concluded 
- international statistical standards, 93, 94, 390-391 
- private. 18, 93-96 

Transit systems, local, 336 

Transit transportation (See Intransit transportation) 

Transportation (See Freight, Freight and Shipping) 
- charges in exports and imports, 55, 57-58, 62-63 
- industry, 335 

- international statistical standards, 85, 93-94, 390 

Travel expenditure 
- costs of statistics, 44 
- concept, 70 
- description, 71, 86 

- evaluation, 72-73. 426-427 

Travel expenditure 

- international statistical standards, 71, 389-390 
- publications, 419 
- series availability, 73 

- sources and methods. 71-72, 413-426 
- tourist purchases, 50, 52, 54 

Travel Section, International, 43-44 

Treasury Bills (See also Money Market Paper) 
- foreign. 147 

- Government of Canada. 217 
- interest on. 90 

Treasury Notes (See also Columbia River Treaty) 

Treasury Notes, United States special, 178-179, 183 

Trucking, 79, 81-82, 336 

Trust and mortgage loan companies, 90, 149, 215, 217 

Trust and mortgage loan companies, security transactions, 115, 122-123, 136-137 

Trust income, 87, 90 

Trusts, 137, 199-200, 215 

Tunnels, 336 

Turnover, exchange market, 350 

Underwriting (See Portfolio transactions) 

Undisiributed earnings. 74, 107, 351-358, 376 

UNESCO, 86 



- 478 - 

UNICEF, 97 

Union of Soviet Socialist Republics, 126. 128. 174 

Unions, trade. 88, 91, 96. 199-200 

United Kingdom 

- Bank of Canada assistance to. 181 

- deferral of loan payments, 75, 128-129, 316-317. 322 

- loans to, 75, 126, 128, 201, 203. 313 

- wartime financing arrangements, 97. 113, 126, 128, 313 

United Kingdom Financial Settlement Act, 203 

United Nations, 86 

United Nations Children's Fund, 97 

United Nations, loans to, 126, 128, 196, 203 

United Nations Development Program, 97 

United Nations Economic and Social Council, 86 

United Nations Expanded Program for Technical Assistance. 97 

United Nations Fund for Population Activities, 97 

United Nations International Children's Emergency Fund, 97 

United Nations Relief and Rehabilitation Administration, adjustments to exports, 55, 58 

United Nations Relief and Works Agency, 97 

United Nations Special Fund, 97 

United States (See also Columbia River Treaty) 

- balance of payments foci, 19. 311. 313 

- balance of payments data, reconciliation with, 92, 297-310. 437 

- Balance of Payments Statistics, Technical Working Group on Canada. 298-299 

- Canada Trade Statistics Committee, 58, 60, 299, 301-304 

- Canadian Cabinet Committee on Trade and Economic Aff'airs, Joint-, 298 

- capital account, reconciliation with, 304, 307-310 

- Committee of Senior Officials on the Balance of Payments. Joint Canada-, 298-299 

- current account, reconciliation with, 92. 299-306 

- data relating to Canada's official monetary reserves, 184-185 

- defence arrangements with, 321-322 

- Department of Commerce. 298 

- Department of State, 298 

- deposit account. 150 

- Canada direct investment comparison, 108 

- dollar holdings (See Reserves, official monetary) 

- Federal Reserve Board, 298 

- Hyde Park arrangements, 40, 58 
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United Stares (See also Columbia River Treaty) - Concluded 

- income accumulating investment funds, 114, 2 14-215 

- Interest Equalization Tax, 43, 298 

- Office of Business Economics, 298 

- trade reconciliation, 60-61, 299-304 

- trade reconciliation, adjustment to exports and imports. 55, 57-58 

- Treasury Department, 138, 146, 298 

- Treasury Notes. special, 178-179, 183 

UNRRA (See United Nations Relief and Rehabilitation Administration) 

Uranium contract stretchout, 199 

Uranium exports, 58 

Utilities, other, in investment position, 336 

Valuation 

- adjustments in investment position, 376 

- basis of, 329-331 

- changes, 17 

- exports and imports, SI 

- for customs duty, 56, 58, 62 

Values 

- book and carrying, 329 

- declared, export and import, 63 

- market, 329-330 

Vehicles (See Automobiles and parts) 

Ventures, joint, 216 

Vessel charters, 82-83 

Vessels, lake and ocean, 79-82 

Veterans' pensions, 86, 96 

Viner, Jacob, 30-31 , 37 

Virgin Islands, United States, 299, 392 

Voodoo aircraft, 322 

War services, 85 

War Supplies Limited, adjustments to exports, 55, 58 

Warehousing, customs, 50 

Warehousing adjustments to exports and imports, 55, 57, 59 

Warrants (See Rights) 

Wartime financing arrangments, 40, 58, 97, 113, 126, 128.313 

Water carriers, 79-85 
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Waterworks, 336 

Welland Canal Authority, 80 

Wharfage, 82 

Wheat 

- adjustments to exports, 54, 59 

- loans, 126, 128-129, 134-136 

- shipments by area, 64 

- transportation, 81 

WHO, 86 

Wholesaling, 336 

Withholding tax 

- Canadian corporations not regarded as resident, 99 

- concept, 98 

- correlation with income payments, 99 

- description, 27, 73, 78, 98-99, 379 

- evaluation, 99 

- international statistical standards, 94, 98, 390 

- provision for, 356 

- series availability, 99 

- sources and methods, 99 

World Bank (See International Bank for Reconstruction and Development) 

World Food Program, 97 

World Health Organization, 86 

Write downs. 17 

Write ups, 17 



BP-l5 

BP-19 

BP-20 

BP-21 

BP-21A 

BP-2IC 

BP-2 IRE 

BP-22 

BP-22A 

BP-23 

BP-24 

BP-25 

BP-26 

BP-27 

BP-28 

BP-29 

BP-30 

BP-51 

BP-52 

BP-53 

BP-55 

BP-57 

BP-58 

BP-59 

BP-60 

BP-6l 

228-229 

249 

230-232 

233-235 (supplement) 

236-237 

2 38-239 

240-24 I 

242-245 

246 

247 

: 50 

251 

252-255 

257 

258 

260-261 

262 -2 64 

265-268 (supplements) 

271-2 72 

273-275 

2 76-2 77 

278-280 

281-282 

283 

2 84-2 86 

287-288 (supplement) 

289 

2 90-2 9 I 
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Index to Schedule Illustrations and References 

Schedule 	Illustration page 	 Text references page' 

90 

216, 248 

80-82, 256 

75, 78, 90, 107-108, 115-117, 123-124, 137 

146-147, 155, 157, 169, 198, 221, 248, 270 

78, 107-108, 115, 123, 138, 155, 170, 248 

116-117, 138, 155, 157, 218, 248 

248 

78, 90, 107, 137, 169, 207, 248, 270 

78, 107, 248 

78, 107, 248 

82, 256 

80, 82, 256 

80, 82, 256 

90-92, 137, 256-257, 259 

90-92, 115-116, 137, 258-259, 269 

90, 95, 115, 123, 137, 215-216, 269 

115-117, 122-124, 146, 154-155, 213 

218-219, 269 

90, 107, 115-117, 123, 147, 155, 192, 198, 207, 215, 217, 270 

78, 90, 107, 115-117, 198, 207, 215, 217, 270, 357 

115, 208, 270 

116-117, 270 

107, 207, 270 

84, 90, 107, 207, 270 

108, 123-124, 147, 192, 198, 207, 215, 217 

270, 292 

108, 192, 198, 248, 270, 292 

270 

'Specific survey descriptions fall between pages 225 and 292. 
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