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Capadian Balance cf International Payments in 1941

The change which has taken plecc in Cenada's international nccounts since the start
of the war is rovealed in the statement of the Canadian balance of international payments
for 1941. Most of the more striking effects of the war, which first appeared in the 1940
statement, are more accontuated in the statement for 1941 becaus» of the expansion in war
production and in the other war activities of the Dominion.

Totel current credits of $2,455 million exoceeded total currsnt debits of $1,977
million by $478 million. This balance compares with credit balences on current acoount
of $144 million in 1940 and $137 million in 1939 and is higher than any previous credit
balance in Canada's history. Gross credits on current account increased most and were
the highest on record, being $1,021 million greater than in 1939. Gross debits of $1,977
million were at a rccord level too, although the increase was less than in the ocase of
credits. Conseguen®tly, the net balance on current account transactions with all countries
increased very sharply in 1941l These impressive proportions being attained during the
war, are, of course; related to the great growth in national income which has taken place.

There was a net credit on current account with the sterling area of $804 million in
1941 compared with §423 million in 1940 and $163 million in 193%. The principal factor
contributing to this large credit balance in 1941 was the expenditures by the Bri tish
Government on war ejuipment; food and materials produced in Caneda. The value of exports
to the sterling area. including certain pre-payments for goods in the process of pro-
duction in 1941, increased from $436 million in 1939 to $699 million in 1940 and 81,098
million in 1941. These figures exclude exports on Canndian account such as equipment
for the Canadian army in the United Kingdome Imports of merchandise from the sterling
area inoreased only moderately, being 3177 million in 1939, $234 million in 1940 and $279
million in 1941. MNost of the increase was from Empire Countries other than the United
Kingdom. Larger disbursements in Canadian ports on account of shipping and payments
for inland freight in Canada on the heavy movement of commoditios for export also con-
tributed to the inoreased balance of credits.

There were substantial net debits arising from interest ani dividend payments and
from all other current transactions. While total interest and dividends paid on British
investments in Canada deoreased in 1941, the reductions in interest paid on Canadian bonds
repatriated from the United Kingdom were partly offset by larger dividend payments. The
increase in net debits on account of all other current transactions was mainly the result
of heavier expenditures by the Canadian Govermment in connection with the maintenance
of the Canadian armed forces overseas. These expenditures were substantially larger than
the expenditures of the British, Australicn and New Zealand Govarnments in connection
with air training and other war activities.

Canada's debit bolrnce on current aoccount with the United States dollar area rose
frop $26 million in 1939 to $279 million in 1940 and $326 million in 1941. The growth
in the debit balance with the United States alone has been from $89 million in 1939 to
$301 million in 1940 and $330 million in 1941, The pre-war credit balance on current
transactions with other foreign countries has shrunk from $€3 million in 1939 to §22
million in 1940 and $4 million in 1941.

The principal factor in the growth of the debit balance with the Ur.ited States
dollar area has been the great expansion in imports of merchancise from the United
States. Imports from the United States of merchandise purchesed by Caneda increased
from $472 million in 1939 to $702 million in 1940 and $910 million in 1941. These
figures exclude goods imported from the United States on British or other Allied
acoount which are not paid for by Canadae The major element in these increased
requirements of United States dollars naturally arises from the program of war pro-
duction. Whide direct purchases in the United States of airecruft and other equipment
for the armed services have been substantinl, there are even hcavier disbursements of
United States dollars for materials, fuel, capital equipment and component parts
required for the war production programe. An important part of these United States
doller requirements arises from the United States doller content of production in
Canada for the United Kingdom. There have also been increased demands for civilian
goods from the United States resulting from the high level of incomes.
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Zxoorts to the United States dollar area inoreased from $470 million in 1939 to
§503 million in 1940 and $634 million in 1941, The inecrease in exports to the United
States alone was greater than this rise of 3164 million; with the loss of European and
Oriental markets, exports to Other Foreign Countries deoclined from $126 million in 1939
to $79 million in 1940 and %68 million in 1941, Only a very small part of the exports
to the United States in 1941 represents munitions or other war produotion sold as a
result of tho Hyde Park Declaration of April 1941. Exports resulting from the Declaration
did not become substantial until early in 1942,

The $204 million received from net exports of non-monetary zold in 1941 is about the
same velue as in 1940, Most of the increased receipts in these two years over the $184
million received in 1938; is due to the premium on United States dollarse.

Net receipts from the tourist trade were $87 million in 1941 compared with $58
million in 1940 While part of this increase was because of heavier expenditures by
United States tourists in Canade, the larger part was due to the deoline in Conadien
@xpenditures in the United States whioh in 1941 were less than one-hclf of the total
in 1940« This was partly the result of the operation of the offiolal restriotions
ou pleasure travel throughout a full year.

Net payments on acoount of interest and dividends declined to #172 million in 1941
from $190 million in 1940. Most of this drop is due to a reduction in the total dividends
paid by Canadian companies to shareholders in the Unitsd States di»)lar area. 4 smaller
part reflects increased incame from Canadian investments in the United States, particularly
from direet investments. Interest on Canadian bonds and debentures held in the United
Stautes dollar area remained at about the same level in 1940 and 1941.

Nat payments on account of freight and shipping increased sharply from $34 million
in 1940 to $65 million in 1941, Freight on ooal ond other commodities imported from the
United States was heavier because of the growth in imports. Payments conneoted with
shipping were also much larger.

It should be noted that the Minister of Finanoe has indiccted that the defioit

would be reduced as n result of increasing sales of munitions to the United States under
the dyde Fark Declarctions

Decomber Cost of Living

The Dominion Bureau of Statistios cost of living index advanced from 118.6 on
November 2 to 118.8 on December 1, 1942, thus recording o wartime inorease of 17.9 por
centes The December inorease resulted from small advances for foods, clothing and
miscellaneous items. The food index changed from 132.4 for November to 132.8 for
LUecember as higher prices for lard, butter, aggs, lamb and potatoes overbalanced
duclines for oranges and lemonse The olothing index advanced fractionally from 12041
te 12042, and the miscellaneous index increased clso by 0.1 to 107.2, as mowspaper
retes in several cities were moved upward. Other groups remained unchanged.

Visihle Supuly of #haat

The visible supply of Canadian wheat on the last day of 194. aggregated 469,186,785
tushels compared with 463,371,896 a week earlier and 502,455,470 on the corresponding date
last year. The amount in Canadian positions wns 447,959,728 bustels, the balance of
1, RAT,087 heing xe Mnited Shates pesitionse

Purprs’' Marksvings ¢l Wasat

Marketings of wheat from farms in western Canada during the week ending December 31,

%42, totalled 4,093,944 bushels compared with 5,701,186 in the previous weeke From the

scpamancemeont of the crop year to the cnd of 1942 marketings totalled 143,950,314 bushels
wg comparsd with 150,015,451 in the corresponding period of the previous orop year.

Y¥roduction of Coal in Novemboer

Canadian mines produced 1,618,113 tons of coal in November compared with 1,828,937
in thoe ocorresponding month of 1541 and with the five-year average for the month of
1,734,150 tonss During the eleven months ended November, productiob aggregated
17,103,950 tons as compared with 16,411,958 in the corresponding poricd of 1941.
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Cannda imported 2,516,951 tons of conl in November, this being 10 per ocent less
than 1941 imports. Importations were made up of 404,855 tons of cnthracite, 2,112,091
tons of bituminous and five tons of lignitees Exports in Novembor totalled 97,698 tons
compared with 59,370 in the ocorresponding month last year.

Canada 's ooal supply, computed on the basis of production, plus imports, less

exports, amounted to 4,037,366 tons in the month under reviow comparcd with 4,565,247
in November, 1941.

Indexes of Retnil Sales in November

Retail troding in Canada, as measured by the dollar volume of snles for twelve
principal kinds of business, was 13 per oent higher in Novombor 1942 than in the
corresponding month of 1941, but receded five por cent from the immediately preceding
monthe Sales during the first eleven months of 1942 inoreased 15 per oent over the
same poriod of the oreceding year. Unadjusted sales indexcs, on the base 1935-1939=100,
stood at 165.2 for November 1942, 174.3 for Ootobor and 146.6 for Novomber, 1941l.

Szles and Purchases of Seourities Botween
Canada ond Other Countries during October

Not sales of securitics by Canada to othor countries expandasd to $15,400,000 in
Ootobere Sales of outstanding Canadian bonds to the United Stotss mede up $13,800,000
of this totrl. The expansion was mainly e result of the Third Victory Loan Compaign.
Some sales in Novomber resulting from the ocampaign have also been included in the
Ootober totzle In the ten months ending October, net sales of scourities by Canada
to other countries were 392,500,000 compared with $25,200,000 in tho like period of 1941,

Reports Issucd Today

1, Sales and Purchases of Securities Between Canada and Other Countries,
October (10 oents).

2. Indexes of Retail Sales, November (10 cents).

3. Coal and Coke Statistios, Novembor (10 cents)e

4, Frice Movements, December (10 ocnts).

56 The Canadian Belanoce of Internationnl Payments, 1941 (15 cents ).
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