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INTERNATIONAL CAPITAL MOVEMIENTS, 1924-1929 x

For some time past the Dominion sureau of Statistics has been engaged in
a study of the movement of capital into and from Canada, in which connection two
bulletins are now issued annually, one dealing with capital movements proper as based
on direct observation, and the other a more general treatment of the trade balance of
invisible items, in which the capital movement is one of the most important,

In connection with the above work the Bureau has kept in touch with the
similar statistics of other countries as affording & general background and relief to
the Canadien statistics. In the present report the more important world figures
assembled in this way are presented in view of the general interest which exists at
the present time in the world situation with regard to capital,

For most countries there are only partial records of capital movements
and for no country is it possible to discover the exact volume and direction of the
flow of capita’ funds. The explanation, of course, is that while it is possible to
record the public issues of foreign capital on any particular money market, no more
than rough estimates can be made of the direct investment {or borrowing) abroad by
means of purchases (or sales) of listed securities in foreign markets, or of the
private loans and transfers of capital that take place.

Such national estimates are not made to a comon pattern, comparison between
countries is therefore difficult, For many countries, no such estimates have been made;
a complete and balanced world statement is therefore impossible, Fairly detailed in-
formation is now made available, however, by the Bconomic Crganization of the League
of Nations, which published i.2ently a report on the Balance of International Payments,
from which report Table A (see Appendix) has been compiled. The purpose of this table
is to show the net movement of capital funds in respect of each country for which
figures are available. In many cases, of course, the estimated influx of foreign
capital is derived from the difference between the two sides of the estimated balance
of current international payments. For other countries (e.g. the U.S.A.) the figures
of capital movements are the result of direct calculation and estimate, In both
methods, the possibility of error is very great and the estimates must be accepted with
reserve,and any conclusions drawn therefrom can only be tentative.

In addition, this method of demonstrating capital movements is not free
from ambiguity. The actual net movement of capital as indicatecd by the table may
appear to be small, while, in reality, a country may be increasing her investments
abroad very rapidly. The reason for this apparent contradiction is that while long
term capital investment abroad continues, a counterbalancing influx of short term funds
may be taking place, the latter representing in no sense a permanent investment, though
it may be sufficient, if one relies solely upon an cxamination of such a table of net
movements, temporarily to disguise the true state of affairs. Thus, to illustrate, the
table suggests that Great Britain exported abroad no more than $24 millions of capital
in 1926, To reconcile this with the known fact that foreign issues publicly floated in
London in that year equalled $534 millions, it must be realized that in that year the
Continent put out in London vast sums of short term funds. France, building up sterling
balances to support the anticipated stabilisation of the franc, appears, then, to have
exported over 3$500 millions in 1926 and 1927, sums exceeding the estimates for Great
Britain or the United States. These capital exports consisted very largely of short
term funds put out in the various money markets (notahly London) which were re~called
in 1928-29., They do not indicate a degree of foreign investment comparable with that
of either the U.S.A. or Great Britain. Further, since Table A gives merely the net
movement of capital, it cannot afford a complete illustration of the reciprocal nature
of long term foreign investments, such as that which exists betwcen the U.S.d. and
Canada.

X Prepared by lr. J.P. Parkinscn, Lecturer, Department of Political Science,
University of Toronto.
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The actual export of Canadlan Securities to the U.S.A. and of American Securities to
Canada is,of course, hidden in the net figures given for either country. To avoid these
difficulties, a more detailed study of the principal countries is attempted herein.
Nevertheless, an examination of Table A does reveal the general trend of international
capital movements. Great Britain, the U.S.A. and France appear to be the primncipal
capital exporting countries, while other nations which have exported capital (importing
securitiezg on balance during this period, though in much smaller amounts, are Holland,
Switzerland, Canada and Czechoslovakia. The transfers of capital from these latter
countries, 1t is known, have been effected largely with contiguous regions~~Hclland to
Cermany and Belgium, Switzerland to Italy and Germany, Czechoslovakia to the countries
of the Danublan Basin (especially Austria and Hungary), Canada to the United States.

The chlef capital importing oountries of recent years were Germany, Japan,
Australia, Hungary, Poland and the South American republics. Other borrowers include
Norway, New Zealand, South Africa and India (on balance over the period). The net
cxtent of their annual borrowings is indicated in the table,

While this memorandum 1s primarily concerned with recent capital movements,
it might be instructive to examine these in conjunction with Table B (also compiled
from the League of Nations Report) which deplcts the total accumulation of foreign in-
vestment and foreign indebtedness for certaln important countries. This table (see
Appendix) agaln throws considermble 1light on the reciprocal nature of foreign invest-
ments,

The information is incomplete, and varies in exactitude, but again, certain
broad conclusions emerge. ZFirstly, the foreign investments of the United States,
despite the continuous increase therein (discussed further on) of recent years, do not
yet equal in volume those of Great Britain, the figures being: U.S.A., $12% -~ $1l4l
billlions; Great Britain, $19% billions. Secondly, the investments of forelgners in the
United States,estimated at $3.7 billions (U.S. Dept. of Commerce estimate, 1930, is
$4,7 billions), to which must be added some $3 billions of short term funds invested by
foreigners in the United States, point to the conplusion that the United States 1s the
greatest debtor nation in the world on private account. Of course, her net credit
balance of from seven to nine billion dollars nevertheless places the U.S. among the
three important creditor nations. Thirdly, the recent movements of capital do not
necessarily serve as a guide to the international financial position of any one country.
For example, Canada (as the table shows) remains one of the principal debtor nations,
to the extent of nearly $6 billions, despite the annual capital export surplus in recent
years referred to elsewhere. Her investments abroad (estimated at $1,331 millions, of
which $935 millions are represented by holdings in the U.S.A.) counterbalance, in part,
of course, thils foreign indebtedness.

The more detalled study of the principal capital exporting nations which
follows reveals the fact (which cannot be inferred from Table A which includes both
long and short term capital movements) that Great Britain appears to be maintaining a
position of equality with the U.S.A. in the provision of new long term capltal for
external borrowers., The comparison can only be rough, since estimates are worked out
by different methods and in no great detall for Great Britain.

The net increase in American forelgn investments seems to have varied be-
tween $700 and $900 millions in 1926-29, the average for the years 1922-28 being $740
millions annuelly. Another method of calculation gives an average of $800-$1,000 during
1919-1928,

The increase in British investments abroad appears to have been slightly
below 41,000 millions as an average for 1919~1928, as shown by a comparison between the
forelgn investments held at the beginning and end of the period. The annual surplus
recorded on account of the British balance of international indebtedness, which averages
31,095 annually would seem to confir this estimate.

The British Bmpire.~ Finally, if the British Empire be considered as a #ingk
unit, in respect of capital movements, Table A reveals the fact that the balance between
the Ermire and the rest of the world has fluctuated considerably in recent years.
Dominion capnital movements are largely governed by the fluctuations of trade and prices;
while British capital exports have been subject to several abnormal influences during
this period, including the reduced favourable balance of payments resulting from the
coal dispute in 1926, and the high interest rates ruling in 1929,

In 1925, when Canadian capltal exports were at the peak and India showed a
consideratle outward movement, the Empire appears to have exported capital, In 1926
the tendency was reversed. The British surpius available for forelgn investment was

very small and the inflow of capital into Indla, Australia, New Zealand and South Africa
was apnarently quite large. The Empire, then, was importing capital.
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In 1927, British lendings rose, India and New Zealand were exporting
capital and the borrowings of South Africa and Australia declined, so that on balance
the British Empire was increasing her creditor position. Larger Australian borrowings

combined with smaller capital exports from Canada considerably reduced the net export
balance of the British Empire in 1928,

In thé rest of thls memoranduwr, an attempt has been made to depict, in
greater detail, the movement of capital from and to the more important countries, either
as lenders or borrowers, It is hoped that this will serve to indicate, somewhat broadly,
the direction and volume of the capital flow, and the main sources from which the
borrowing countries have drawn their capital requirements in recent years. The effects
of the financial disturbances of 1929 upon capital movements, together with an indication
of the nrobable future trend, are discussed briefly at the end.

CEIEF CAPITAL EXPORTING COUNTRIES

GREAT BRITAIN

Today, as during the 19th century, Great Britain continues to invest abroad,
on balance. The volume of such investments has been estimated (Kindersley. Econ. Jnl.
March, 1929) at £3896 millions in 1926, and £3990 millions in 1927. These figures
(in dollars, 18,9 billions and 19{3 billions) may be compared with the estimate for
U.S.A. computed at $1U4 billions in 1928, British investments abroad today do not
appear to be so high as in 1907 and 1914, when they were estimated at £2693 and £4000
million (Paish) which, at present values would be even greater.

The most accurate statistics relating to British investments abtoad are
those of M"Yew Securities floated in the London money market"., Before the war the
greater part of such securities were on account of external requirements. The situation
today is somewhat changed. The decline in the importance of external loans may be
ascribed to (a) the competition of New York as a market for long term capital, (b) in-
creased domestic needs, (c) growing capital resources of the Dominions.

New Capital lssues in London -~ for external purposes

Millions £ Millions § AST§t2§ Capital Issued
1924 134 651 4
1925 g8 hog 399
1926 112 534 kot
1927 139 676 el
1928 143 695 3945
1929 94 457 372

That is to say, foreignbtorrowing in London, in the form of public offerings, averaged
$600 millions annually 192L4-28, but fell off in 1929 (high interest rates ruling every-
where). Oapital raised for foreign purposes averaged 43% (in Great Britain) of that
similarly floated in the U.S.A.

It is noticeable that the proportion of the total capital raised which is
destined for export was higher in Great Britain (at 47%, average) than in the U.S.4.
(18%, average).

The geographical distribution of the forelgn capital issues raised on the
London market are shown in the following table., While these statistics do not include
issues of capital by private comvanies (except when publicly announced), nor the large
" sums invested privately ani directly, they do give some indication of the direction
(17 not the total volume) of Britain's foreign investments in recent years.
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7 CAPITAL ISSUZS, LONDON

o —

£ (000,000!s)

-

i e RS CRSGR - REBE- . 19273 -39l 1938 - 1980 2627 1628 fubey
India and Ceylon. .. 3.5 29.5 3.1 254 2.6 34 221 14 77 104
¢ QOther British
countries.... 37.0 61.3 39.4 62.2 70.9 54.0 U49.9 s86h4 784 Ui 3
Of which:
Australasia...... 0.8, 25.5- 35 .00 75 LAT.0
Canada and Jew-
foundland. ..... BE- 2.0 » 60 .0 Bs " BEs
RGN T i 5.0 ' M50 645 : 230 - 1s48 10.3
RSk T ) g -G 380 B l#.25 i,
Toreign countries.. 12.7 2k, 9 BT MAE - Ged 4 604 s0.9 57, 3 %9
0 which:
Gemany...... ) 6.0 o ol 8.25 )
Belglum. oo, v.un. ¥.011,0 1.0 21.5
Other Baropeax... g 11.8 2/1k .5 3/25.5
Dutch FEast
Taddiea . %45 4,5
Japar............ 1.3 23 5.0 .5 130
Other Asiatic Ou2
Argentine........ ) .0 5.0 640 .5 8.5
R ol Tl - ) T 32 o e SO 9.25
DR . o e | ) 5.0 3.0 ¥5
Other american ) 2.2 i) 6,0
SR < ¢ 5 e q FBs2 5.7 135.2° 136.2 1M2 . 87.8 112,14 138.7 1L3 Yy 91+ 3
T e — 1 R o L D e T
/2 TItaly, Greece and Foland about £2 millions each.
/3 Greece £7.5 millions and Hungary £4.75 millions.
These figures are net, after deductions “or zonversion or redemption issues. They

also exclude short dated tills sold by foreign public bodies in anticipation of long term
loars, and represent, therei‘ore, a definite export of new capital. It will be seen that,
on the average, atout 60% of total long term capital exports (publicly issued) were on
account of the Zritish Dmpire, Australia taking the largest share, and 405 were destined
for foreign countries., The average exyort of such capital during 1922/8 was slizhtly over
$500 nillions anmially,

Estimates of the annual private and direct investments abroad do not amear to be
available, The estimated increase in total 2British long ferm investments of %9 billions
during the 10 rears 1919/1928 (312 billions to $21.3 billions) sugpests an average anmual
increase of sliitl; under one villion dollars. This of course is not a measure of the
net canital movemeni; asainst it nust oe set the inflow of short term funds and long temm
investizents froii abroad. The only gZuide to the net movement is the estimated credit
balance of international payments compiled officially. The figures for recent years are:
1927, $53% millions; 1928, $739 *r1111ons 1929, $7314 millions, representing the balance
available for forern investment. This surplus or balance for the years 1922-9 totalled
38,756 millions, or $1,095 millions anmually. If the familiar contention tha} Great
3ritain has bDeen borrowing short to lend long were true, it is nrobable that yrisures for
recent vears (admitedly worked out on a conservative basis) do not fully measure the
extent of long terz capitel exmorts.

ULITED STATTZS OF AJZRICA

The enormous expansion of foreiin trade which too- place during the war left the
U.8,A, ar international creditor to an almost 1nconcevvab1e figure, and since that period,
the U.S.A. has continued annually to exnort, on balance, large sums of capital,

An estimate of the lfat 1onal Industrial Conference Board places the United States
creditor position in 1919 at 31% billions of which 3 5% billions represents private
investments, against which must be set sums whicnh tne ’J S.4 owed to foreirrers(investments
in U,5.A. and foreizn ban: balances held) estimated at $3+ ti{llions.
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Before the war, Furope had been the chief, virtualiy the only lender (4o the U.S.),
and Canada and Latiu smerice wers her principal debiors. 3y 1919, Europe, by reason
largely of govermmentsl borrowings from the U.S. T»easury, had become America's chief
debtor, while U.£. iuvestimenta in Cznade and South dmerica were increasing. The
financial exigencies aricing from post war prodlems; the shortege of capital in an
exhausted Zurope (especizlly Coimany), the desirs of American investors to take advantage
of the commercial and industriel development of the newer countries of Central and South
dmerica, Canada and clsewhere, have contributed to ths ircrease in the export of capital,
which can be estimaled at 320 viilicns wiu .ong vtem investment abroad by the end of 1928,
or, excluding wa r debis and shori tem lcans to foreigners, about $12§ - $lu% billions.
This total privete lLcng term investment abroad, using the scanty records available is
made up as follows;-

Burope, is indebted $!4 billicns. Germany is by far the largest borrower.
Scarcity ot licuid capital (causing high interest rates) and the need for
funds to pay separations have made Germany an increasingly profitable field
fe investment, o that oy 1928 nearly 50% of Rurope's borrowings in U.S.A
went to Cermany. Thus, in 1926, $300 millions (par value) was exported to
Cermany, largely on account of industrial and commercial enterprises, and
this figure is representative of recent years, with the exception of 1929,
when German borrowings fell to less than one third of this amount,

Latin America. $45 to $5% billions. This figure consists almost entirely of
privete long teru investment. In 1927 and 192¢, 264 of Foreign capital
issues publicly floated in U.S.A. were in respect of this geographic area,
and exceeded $250 million anmually.

Canada, $3 to $3ﬁ billicns, Canada has been a persistent borrower for many years,
but since 192%, Canadian securities offered in U.S.A. have declined, and
the actual annual borrowings are largely offset by Canadian lung and short
tem investmeunt in the U.S.4.

Asia, Australia, 4frica, $1 to $1 1/3 billions. These countries have absorbed
about 0% of the anmual foreign lendings of the J.S.A. (say $110 millions
anmually) during the last five years.

Anmerican private investments abroad appear to have increased from $55 billions at
the end of 1010 (estirate of ¥at. Industrial Conference Board) to $12% - $14% billions
at the end of 1928, or an average ol $80N - $1 000 anmually. The more direct calcu ation,
worked ouvt below, zives gsomewhat lcwer results.,

MOVEMINWTS OF LONG TERM CAPITAL OUT OF AND INTO THE U.S.A.

Tsiimates sbstracted from U.S. Trade Information Bulletins Nos. 552, 625, 698.
(In millions of dollars)

{plus sign = inwards, minus sign = outwards)

1722 1923 1924 1925 1926 1927 1928 1929
(1) Foreign Cepital issuns
floated in U.8.A.-Fal -627 -3F5 -876 =953 -1002 -1183 -1124 - 635

ew Direcy Invrestments
abroad - and foreigr
stocl:s and bonde

bought from foreigners - 35 =U23 _-9h5 - 923
(2) Total New Aumerican
Investmerts aoroal -1357 -1606 -2070 -1558

(3) Reduction of previous
American investmentse

abroad. £ 655 £ 753 £ 853 £ 776
(4) New Foreign Investments
in the U.S.4. [ 668 L 339 fiyolt  fis68

(5) Reduction of previous
foreign invesinents
inthe U.6. - B7% - 73113288 - all72

S e e e et pr—— ———

.

Net movement 0f long vema Gapital - s - 833 - 73z - 386

X. Rewised June 1930, % (08 miilicns.
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(1) The figures ziven for foreign capital issues in the U.S.A, have been reduced to
account for (a) stocl issued below par; (b) refunding to Americans; (c¢) commissions,
ete, These items total several hundred millions anmally.

(2) It would seem, therefore, as if the U.S.A. were exporting long temm capital annually,
of recent years, to the extent of over one billion dollars by nublic subscription
in the U.S. and rather more than half a billion dollars by private and direct
investment abroad.

3y Compensating in some measure for this efflux of American capital, there is a growing
"backwash" from sinking fund and redemption payments, and from the resale of foreign
investments to foreigners (totalling say, $700 millions anmually) which reduces the
figares for new foreign investments abroad considerably. That is to say, the net
increase in American investments abroad (item 2 minus item 3) was as follows:
1925, 3698 millions; 1927, 3853 millions; 1928, $1217 millions; 1929, $782 millions.

Figures for’earlier years have been revised by the U.S. Department of Commerce.
(Rulletin &25, 1928; p.57) thus,-

Wet Increase in American long-termm investments abroad, after usual deductions;-
1722, $722 millions; 1923, $210 millions; 1924, $744 millions; 1925, $753 millions,
or an average for 1922/9 of slightly under $750 millions anmually.

(h) Horeover, rising security values wers attracting an inereasing volume of new foreign
investments in the U.S. (estimated at the enomous figure of $1,704 millions in
1928, and almost as higzh again in 1929) although this latter movement is partly
gountergalanced by the reduction of previous foreign investments in the U.S5.A.
item §5).

The net result of these long-term capital transactions was therefore an outward
movement of $604 millions in 1926, $695 millions in 1927, $7% millions in 1928,
and $38 millions in 1929, If short tem capital movements are merged with these
figures,the resulting net export of capital if found to be somewhat less (see
below). The actual net movement may be seen by reference to Table A.

SHORT TEHR! CAPITAL lOVI.ENTS in the U.S.A. continue to be large, though the exports
of short funds from the United States is mcre than balanced by the imports. In any case,
the actual changes or net movement of funds, while very siznificant in their effect upon
international money markets, is small compared with the long tem capital movements. Thus:-

——en e v e e —— e~ —— -—

1927 1928 1929
Dec.3l Dec.31 Dec. 31

—— e —— s tmem et = e e mmr e e e ——— o

millions of dollars

Total short temm funds due from abroad

(Includes bank dalances abroad,overdrafts

by foreisners, advances and credits and

funds pub out in foreign money markets). 1,236 1,368 1,484

- — s

Total short temm funds due to foreigners
representing foreign short tem

investment in United States. 3,100 2,896 08T
Yet balance, due o Foreizmers 1,864 1,590 1,603

i Eam e e —— e

-— e e e o e m——

The net change of short term funds during 1928 was therefore $27ﬁ millions outwards, and
during 1929, $13 millions inwards. The net import of short term capital since 1922 has
recently been estimated at $679 millions.

DISTRIBUTION OF ALTRICAY CAPITAL EXPORTS.- Accurate statistics can only be obtained
in respect of the issues publicly floated in the U.S. It is believed that these give an
idea of the direction, and the relative importance of the various countries as borrowers;
absolute figures cannot be ziven without estimatins the volume and direction of direct
and private capital exports.
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FOREIGN CAPITAL ISSUES I U.S. (MILLIONS OF DOLLARS)
Yominal New Capital
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1926 1927 1928

BRI ) = SeE ;i 1428
Dermark A3 2k .05 61.50
Trance - 50 B
Germany 01 .45 235.06 292.47
s e A .09 ... 120.%0 o SRR
G NaReRY - - e o o 512,030 ol , . T O s )
Australia - 92.43 56.50
Japan 3.7 2g.29 97.28
R e . O s R -
Total Asia & Oceania  41.63 1seh6 16052
Cevada and I bwfoaﬁdland 296.59 316.80 237.36
Argentine 2%.29 109.35 1 1R
Srazil 59.97 66.78 78.25
Gl 109. 3% 23.38 gl.41
Columbia 7.57 68.67 74.16
Cuba 5.72 71.75 16.90
Peru | 16. 00 53.96 I 20.50
Total Latln Amgflca L68. 31 460.55 L3g. 3 7
Total New Hominal Capital

exports 1,318.56 1,592.60 1,487.86

. ey e @ g B 72 g e o ot St - e = o = e e . e e e o

The significant features of this table are:

(1) The preporderance of the German nortion of European borrowings, egqual to
250/ 300 =illions of dollars anmually.

(2) The emergence of Australia as a borrower in the Few York money market.

(3) Steady imvestment in Canada of 250/300 million dollars anmually.

(4 )} The large investment in Latir Amcrica, parcicularly in the Argentine.

The remaricable change in the volume of capital movements in 1929, together with the recent
revival of the nomal flow, is discussed at the end of this memorandum,

FRALCH

France, a nation of investors to-day as before the war, continues to export
capital. The low interest rates in France in part exemplify the abundance of domestic
funds, and the favourable balance of international payments indicates the possibilities
of foreizn investment. On balance, Prance is a full creditor nation, her investments
abroad Seing estinated at 34 nilllono in 1928 abalnst%SOO millions of foreign investments
in France.

Long term foreign investments, however, have been somewhat discouraged in
recent years by the heavy taxes on dividend coupons (25%) and foreign bonds (uﬁ nominal
value) with the result that French investment abroad has been directed towards the short
term maricet, so that the French share of the International short tem fund has been very
large in recont years, and the repatriation of such monies particularly disturbing teo the
money marizets of London(X) and Berlin and other countries. By means of reduced taxes,
and official encourazement, it is believed that Paric will recapture her fomer eminence
in long tem foreign financing.

Capital investments from France are estimated as follows:-

17 P R e el = $301 millions
HOERe = i gt P $525 "
g A RS | 4
R = T $1a7 "

or approximately 500 million doiiars anrmally 1925/7 falling off in 1928 {increase in

donestic flotations). New capital issues for foreign account have been small; the capital
export was largely in the form of purchase of securities abroad, existing and new, and the
creation of large floating assets in the main capital markets(London,3erlin and Wew York.)

(x) Preach balances in London during 1929 are estimated to have varied between $750
millions and $1,000 millions,
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RECIIT YEARS

JOLLAYD.- The importance of Amsterdam as an international money market is
increasing, and Holland is estimated to have invested abroad roughly $100 millions
anmially, the larger part of which went to Gemany, and lesser amounts to Czechoslovekia,
Poland, Belgium and Demmark, and of course, to the Dutch Possessions in the Far East,

SVITZERLAND, exports approximately $30 millions annually, on balance, largely
to Gemany and Italy. The accumulated total of foreign investments is in the region of
$11 billionms,

ITALY, exported long term capital to the extent of 20/30 million dollars
annually during the years 1923/5, since when the movement (long tem) has beéen inwards
($50/130 millions in 1926-8), tut largely offset by the creation of foreign short term
assets, TForeign long term borrowing has since fallen off.

BELGIUL, is believed to be exporting capital, particularly to Belgian
enterprises abroad, offset partly by new Belgian capital issues in foreign markets
(Holland, Switzerland).

For some countries the figures point to a recent change in the movement of
capital. BSweden and Canada, both of which imported capital after the war, now record a
net outflow (See Summary Table), the common method being the re-purchase of securities
abroad and amortisation payments. Czecho-Slovakia is similarly reducing her foreign
indebtedness,

Canada

The Bureauw has already nublished a bulletin estimating in detail the alterations
in British and Foreign investments in Canada and Canadian investments abroad. Summarising
the results obtalned,-

Total Investment in Canada
(In millions of dollars)

Dec.1925 Dec,1928 Increase
Great Britain 2an 2,197 26
U.S.4A. 2,917 3,470 555
Rest of the world 235 any 2

Canadian Investments Abroad

Great Britain 124 96 2g 1/
V.S 626 992 366
Rest of the world 329 658 269

1/ Decrease

It will be seen that Canadian investments abroad increased by roughly $600
millions, an amount slightly exceeding the increase in foreign investments in Canada.
Trhese figures do not, of course, represent the net flow of capital since they give only
the new indebtedness after repurchases and redemptions have been allowed for. That is
to say, since outside investments in Canada (notably those of Great Britain) have been
partly reduced by means of repayments and redemptions etc., the actual nef outward
movement of capital has been considerably greater than the above figures indicate, and
have been estimated as follows:-~

Tet outward movement of Capital funds from Canada
(Beinz the difference between net capital exports and net capital imports)
in millions of dollars

Great Britain U.S.A. Other Countries Total
1925 D 75.9 70.2 176.7
1926 32.0(inwards) 9.0 108, E 85.3
1927 16.4(inwards) 39.3( inwards) T 18.7

In 1928, capital invesied abroad by Canadians increased about $167 millions.
Hence, capital exports were again apparently somewhat in excess of imports, but the net
movement after providing for repayments etc. has not yet been calculated. No calculation
of the capital movements affecting Canada has been made as yet for 1829 but the estimated
balance of International payments for 1929(published recently by the Bureaun) shows an
adverse balance of $88 millions which leads to the belief that some portion of the amount
is due to net importation of capital into Canada.
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Principal Capital Importing Countries

The chief capital importing countries of recent years may be divided into two
groups, the first including Germany, Japan, Bungary and Poland. The heavy foreign
borrowings of this group (as compared with pre-war) may be said to be due to the need for
reconstruction and pending a more balanced state of merchandise trade. The second group
includes Australia and, to a lesser extent, the other Dominions and the South American
republics; foreign investment herein represents the desire of the more mature lending
countries t0 share in the rapid economic development of these newer regions. The
distinetion between these two channels of foreign investment is, of course, important.

GERILARY

Gemany is the largest borrower on the international markets of recent years,
a position she is likely to hold for some time in view of her liability on account of
reparation payments,

Before the war Germany had a large volume of foreign investments, exceeding
investments within Germany held by foreigners by roughly $5 billions. The greater part
of these holdings disappeared during and immediately after the war, since when foreigners
have acquired increasing amounts of German securities and real estate, particularly since
1924 when the introduction of a new currency caused a phenorenal scarcity of capital,
accentuated by the need for foreign funds in order to pay for necessary imports, and for
reparations, The success of the German External Loan of 1924 (Dawes Plan) opened the
way for a long series of capital issues abroad. The table hereunder (taken from the
Report of the Agent General, June 1929) indicates the actual volume of such capital
movements, and the countries from which it was imported,

Long-Term German Loans Abroad
(nominal amounts in millions of reichsmarks)

Great ‘Switz- Other

Year Total U.S5.4. Holland Britain erland Sweden __ Countries
1924 1002.0 512,4 51.3 250 .5 56.6 28.2 103.1
1925 1265.5 923.0 1ﬁ2.1 i22,2 67.9 o, -
1926 1580 .0 1107.9 189 3 142.0 66.2 L3 L oA
1927 %117 890 .4 262. 152,8 52.0 51.9 2.3
1928 1464 .2 b 201.7 135.2 57.6 11.8 40.8
1929 3 : e

lst quarter  230.5 138.9 38.6 L8 . e 3.2 =
Total 6953.9 4589.7 885 .6 §13.2 3%9.6 1kg.8 177.3

o et . et —— - - -

Of the total long tem loans to Gemany, equal to 5954 million reichsmarks
($1655 millions) the United States has contributed 66%, Holland 13%, Great Britain 12%,
Switzerland 5%, Sweden 2%

This 1list by no means exhausts the supply of long tem capital transactions
with Gemany. Securities issued in Gemany are being purchased increasingly by forelgners
and by foreign investment trusts, and German loans are being converted into foreign loans,

The Statistical Office of the Reich
estimates the influx of capital of this nature at 2100 million reichsmarks, ($500 millions)
in 1928, a figure much abaove the average; on the other hand, 1928 saw the beginning of a
consideratle export of capital (by no means restricted to the re-purchase of Gemman bonds
abroad) estimated at 1,846 million R.H.

The amount of Germany's long tem indebtedness to foreign countries has been
estimated at about R.M. 5.5 billions (Dec,1928).
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Short tem capital movements into Germany have been very great, the chief supply
coming from the U.S.A.(until 1929) and France, showing an estimated increase of R.ii. 1904
millions in 1927 and R.M. 1588 millions in 1928, the total of such foreign investments
being estimated at R.M. 7 billions at the end of 1928. The actual distribution of the
short tem investments cannot be shown. The U.S.A. was certainly responsible for a large
portion, as evidenced vhen the partial repatriation took place early in 1929. Great
Britain, Holland and Switzerland are known to possess large holdings. The following table
is based upon the Balance of Payments statement published by the Reich statistical office.

(in millions of R.M.)

1924 1925 1926 1927 1928

Movements of foreign investments

in Germany ¢ 1000 Sadls. s T WmeT " {55k
lovement of —(;e.man inve.stments . i - T e e
abroad #1000 £ 200 _ L 73 186
Short temm cap-ital transact i:ma ';1;0‘6 z 11"8'" 7 137 #1901;.-, ’11,5 —g“gm e s

Capital transactions not other-

wise classified L o548 41962 - 502 A 720 f1TM

- - e A e 28 e = e

— g o e

Mirmus sign means outwards (exports of capital from Germany)

JAPAN

Jepan has borrowed heavily abroad, especially since the disastrous earthqueke
of 1923 (see summary table). Foreign loans outstanding, in millions of dollars{apmrox.)
are reported by the Commercial Counsellor, H.M. Embassy; Tokyo, as follows:-

1924 1925 1926 1927 1928 1929 (April)
978 980 1025 1025 1095 1004

Private and direct investment by foreigners would add to the total considerably. The
greater vart of the above investments consist of national loans floated abroad, and it
is believed that the U.S.A. and Germany are the countries chiefly interested, British
investments being largely confined to Banking, Shipping and Insurance., It is also
believed that the short term debt has increased steadily during the last five years.

AUSTRALIA, (and New Zealand)

"British finance is still all but the only source of supply of external capital,
in spite of occasional resort to the ew York market for Government loans", and unduly
large issues have been floated in London since the war by State and Federal authorities,
Thus the total public debt of Australia (Commonwealth and States) outstanding at the end
of 1929 was £1,117 millions ($5,428 millions) of which £532 millions is redeemable in
London and €48 millions in New York, together making nearly 60% of the total public debt.
Recent flotations are as follows:-

(in millions &)

Year Payable Payable Payable
ending in London in Yew York in dustraslia
30 June

1925 146.1 ke 273.9
1926 155.8 15.4 276.0
1927 152.8 15.3 281.8
1928 1724 33.5 277.0
1929 185.4 852 32,2

Maturities, of course, are responsible for some outward movements, aad are
likely to be fairly considerable in the next 5 years.

Yo estimate of direct movements of capital appears to be available.
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The Argentine Govermment is a heavy borrower on the international capital
markets and private forveign investments are correspondingly large. Since 1923 the

« external dedvt (excluding that of the provincial govermments) has more than doubled:-

Argentine Govermment Debt (External) converted into dollars.

o ST L el | $237 millions
.o A i 302 g
G ey e Xy 366 .
i e NS S 91 v
g el g Lg6 "
T S S P Lg2 "
(June %0)

These figures are roughly comparable with the increases in the internal debt,
In addition, part of the floating debt is raised abroad, (for example, $25 millione was
borrowed recently in London in fomm of 12 months Treasury Bills).

Private investments in Argentine are large (the railways, largely British
owned, remitted abroad roughly $80 millions in 1928 in respect of dividends) but recent
direct movements of capital are difficult to estimate, except by subtracting the known
figures for public issues from the estimated total new investment in the Argentine, thus.,
-~ (in millions of dollars)

1922/23  1923/4 1925/6 1926/7 1927/8

and
1924/5

Estimated New investments

(public and private) includ-

ing short term operations 59.1 228.1 55 .9 162.4 142.8

Public borrowings {85 518 99.0 29,5 127.0 not kmown

Movement of capital inwards for

non-govermmental purposes L6.0 129.1 26.4 5.4 -

The public loans appear to have been subscribed very largely by Great Britain,
U.S.A.(increasingly) and Spain, The railway extensions of recent years have been
financed largely by British capital, and the public utilities by American.

BRAZTL

Foreign investments in Brazil aggregate $3,259 millions (estimate by
Dr. !lax Winkler), in vhich Britain ranks first with $1,512 millions, the U.S.A. second,
with $50% miliions, and France third with $89. millions (Jan. 1, 1930). The balance is
held by Holland, Belgium, Italy, Spain, Gemmany and other countries, Capital continues
to be imported, dut no estimate appears to exist, except for Great Britain and the U.S.A.
Some indication of the mcvement may be inferred from the figures of "new capital issues
publicly floatei" in London and New York on account of Brazil:
Thus (in millicns of dollars) -

1925 1926 1927 1928 1929
London 29.2 59.8 63.2 Ly 4
figures not

Tew York available 59.9 66.8 78.2 16.3
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The Decline in Capital exports during 1929 - subsequent revival in 1930.

As already indicated, the movement of long term capitel from the two major
capital exporting countries received a marked set back in 1929. The reasons for the rise
in interest rates to a level which effectually curtailed the volume of foreign borrowings
are sufficiently familiar. The actual decline in capital exports was,of course, greatest
in the case of the United States. New foreign capital issues in the U.S.A. were down to
$705 mill ions, par value, as compared with $1577 millions in 1927 (the peak year) and
$1489 millions in 1928, OFf the $705 millions, Canada alone accounted for $309 millions
and Latin America for $176 millions. European issues were very small at $146 millions as
compared with $5650 millions in 1927 and 1928. It should also be observed that the
proportion of capital floated in U.S.A. which is destined for extermal purnoses has
declined in recent years:- 20% in 1927, 16% in 1928, 73% in 1929. In 1929, the actual
net movement of capital outwards was $386 millions, as compared with $736 millions in
192¢. In addition, the United States became a heavy importer of short term funds to a
degree more than sufficient to counterbalance short temm exports, and the result of this
decline in capital exnorts was to be seen in the foreign exchange difficulties of many
countries and explains in part the business depression which characterized the latter
part of the year in most borrowing countries.

The reduction of foreign lending by Great Britain, while considerable, was not
80 heavy. Few Gapital issues for external purposes fell to $h57 nillions as compared with
$695 millions in 1928, the prevailing financial stringency being due, in large measure,
to the withdrawel of Buropean (largely French) and American short term balances. The
Geman econony, which had come to depend on a continuous movement of long and short term
capital from New York was especially embarrassed by the diminution of the suwonly.

There can, however, be little doubt but that the restoration of lower interest
rates in Yew York, coupled with the cessation of the speculative boom on the Stock llarket,
will induce further capital exports and evidence of this tendency is nol lacking already.,
Foreisn zovernments and provinces are already beginning to borrow in the United States,
and the foreign capital issues publicly offered in the first quarter of 1930 amounted to
$338 millions, of which $106 millions was for refunding purposes. The totals for 1929
for the same period were:- nominal capital $27H millionse, of which only $9% millions
were on account of refunding.

The foreign capital issues in Great Britain during the first four months of
1930 were $225 millions (excluding all refunding issues, etc,) as compared with $28k
millions for the same period in 1929, and $280 millions in 1928.
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APPENDIX
TABLE A. INTERNATIONAL CAPITAL MOVEMENTS,1923-1928
(Net)
(000,000's)
(Source - League of Nations. biemorandum on International Trade and Balance of Payments, 1926-28, Vol. II)
- Capital Exports. # Capital Imports.
Remarks 1923 1924 1925 1926 1927 1928
United K&ngddﬁfif?.fif??ﬁﬂ- Incldaigg—bfikate'cébitai-Operaiions
and excess of Govt. Payments or Receipts - 700 - 163.4 - 316.4 - 24.6 - 549.2 - 666.91
Bisaltts e T anlhe ~de - ¥ 126 - 489 - 622 - 140 - 470 - 1087
BRonelElla N . i, L - - - 501 - 525 - 491 - 187
Netherlands....... . IR - T0 - - - 124 - 100 -
Swidlthz Lol . ¢ 41000 - - 23 - 44 - 28 - -
Czechoslovakiase.. ... " - - - 10.2 - 55.3 - 68.3 - .G
Chail 10 s, 10 ) =4 | ; - 45.9 - 109.3 - 176.17 - 85.3 - 18.7 - 15
I I R R g 49540 1923-5 long-term investments only £ 34.7 £ 22% £ Ere £ ek F 22,6 A 34,8
Germany........ ALY & : - # 454.3 # 922,17 £ B8y #1131.6 7 1066.9
CT e TL I - R - F 225,17 ¢l J8E # 127.5 P ¥ - :
R T e TR e Funded public debt only £ '3l £ 212.7 F 0.6 # 182.4 ool ®! £ 264.5 "
I R S £- ‘Bekd - F 85.3 £ 31.4 71132.2 AR U o
Brazil, Chile, Colombia,) Incomplete in 1923, 1926 and 1928;Probably '
PR OB, . oo e b .)  over $200,000,000 in each of the three years. - - - # 360 # 360 F 360
ey, Jo b oo lo bkl : F s A9, 4 Fo25.7 £ 83.9 £ 817.5 -
BENEEASED .o 5y ol o e A L o £ 14,6 F o 2.4 = (" 2:M £ T £ondid -
R R T Y ) F 23.8 £ 48.5 F 61.5 = T # 50.9 / 118.3
New Zealand.......... ol / 25.0 v | 128G | £ 67.2 - L9 -
Bialtel Sl .-uamscons ¥ oqlbi5 F 34.4 o | A b g £ 25,6 -
TMliag "o 5.+ 1 LRS- - 18.6 7 SRy = jeii £ It i IR .07
Dutch B. IndieS......... - - - F 12,6 ] -
R CRUAAEITEY. /<ye = oo cnefar =5 o 5 2k - - - bk I [ SBRE #2843
BRI, e S TP e - - - PN £ 25.8 -
L I R - 23.9 A v - 30.7 - - -
Finaland....... ST . £ e - 6.8 - 193 - + =13 /  40.4
SwoUINRRE ;v i il il T S Incomplete in 1926 & 7 A 33 4#fias . #:14 - a3 - 8
Litruanitaiis. gimes p re2 - = - it - 8 = s -
Batada, . . . . . SN BRLN L - 3 I o+ 1 @ I8 = Ind -
HEOMER., - « o0 's o 2 TR Long-term investiment only - s > 5 f 1 | -
= - = ¥+ Pl - -

SR ———————me s~ SRS MGG P —

—-—nne - ——— o — e+ o s T e - . sttt e o e W — e i =







TABLE B. = At ,
INTERNATIONAL INDEBTEDNESS; INTEREST AND DIVIDENDS. . '
(Table abstracted from League of Nations lemo on International Balunce of Paynents) ‘

Information concerning the outstanding foreign debts and assets of a number of countries at the end of the last year for which Y

figures are available is given in the following table.

———r e s - 7 e —- T B . < e . S, A . S . ettt o . . e i et

- —— A t— —— — | ——— | " ct— v —— o

Dollars (000,000's)

Liabilities y Assets

" End -
Country T PoRg-piv Y1 : , : ] Net Liabilities

Year . Govern- . E g : : : - (=) or

) N . . Short- . Total . Long-term g Short- : Total 3 assets (/)

and . Other . term . . . term . .
Municipal .

Ui =k oo s 2927 - - - - (1) 19,484 - - : E
ULSRERICH)S 5= 1928 3,700 3,035 6,735 (2)12,555-14,555 1,709 14,264-16,264 F 1,529-9,529
Sweden..... .y 1928 - - s I RET - - N A - -
LR ¢ o . o bo b 1927 22 18 20 60 - EN ) 10 - 50
Czechoslovakia 1828 (3] 494 32 128 354 48 236 204 - 70 A
Fisianty .. - : 1927 88 (4) 312 (5) 12 132 - (3% " 06 46 - 86 o
DEnElE ;... < o~ b 1928 260 103 e 474 60 148 208 - 266 =
Wi as s 1924 172 172-258 (6)172 51 6-602 202-2171 43-36 (6) 245-357 - 159-357 !
NOEray, . e e o 1928 268 136 162 566 54 111 165 - 401
Higlmali, . 1. .. 1928 220 84 122 426 - - - - 426
CH T 1927 460 105 22 587 - 19 19 = 568
Palnied, 4dw o . 1928 440 - 250 - - 144 144 - -
New Zealand... (7) 1928 918 - - 49 - - -
Tl L e s . ¥929 (3) 1,936 - - - (8) 260 - - -
Claneadal ) s R 1926 1.304 4,196 (9) - - 1¢33d - 4,030

§l) Nominal value of British holdings of loan and share capitel listed on the London Stock Exchange.
2) Excluding assets on account of imter-Allied debts, liabilities on account of ear-marked gold and certain merchandise credits.
(3) Including short-term Government liabilities.

(4) Bonded loans only (the amount of other loans outstanding is stated to be appreciable).

(5) The figures relates to banks only,

Eég Banking accounts only (certain other short-term investments are included in the figures for long-term).

7

(8)

(9)

March 1st.
Government foreign assets only.
Included in the figures for long-term liabilities.
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