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Data in Many Forms... "

Statistics Canada disseminates data in a variety of forms. In
addition to publications, both standard and special
tabulations are offered on computer print-outs, microfiche and
microfilm, and magnetic tapes. Maps and other geographic
reference materialsare available for some types of data. Direct
access to aggregated information is possible through
CANSIM, Statistics Canada’s machine-readable data base
and retrieval system.

How to Obtain More Information

Inquiries about this publication and related statistics or
services should be directed to:

Trade Information Unit,
International Trade Division,

Statistics Canada, Ottawa, K1A 0T6 (Telephone: 951.9647) or
to the Statistics Canada reference centre in:

St. John's (772-4073) Winnipeg (983-4020)
Halifax (426-5331) Regina (780-5405)
Montreal (283-5725) Edmonton (495-3027)
Ottawa (951-8116) - Calgary (292-6717)
Toronto (973-6586) Vancouver (666-3691)

Toll-free access is provided in all provinces and territories, for
users who reside outside the local dialing area of any of
the regional reference centres.

Newfoundland and Labrador 1-800-563-4255
Nova Scotia, New Brunswick

and Prince Edward Island 1-800-565-7192
Quebec 1-800-361-2831
Ontario 1-800-263-1136
Manitoba 1-800-542-3404
Saskatchewan 1-800-667-7164
Alberta 1-800.282.3907
Southern Alberta 1-B00-472-9708
British Columbia (South and Central) 1-800-663-1551
Yukon and Northern B.C. (area served

by NorthwesTel Inc.} Zenith 0-8913
Northwest Territories
* (area served by

NorthwesTel Inc.} Call collect 403-495-2011

How to Order Publications

This and other Statistics Canada publications may be
purchased from local authorized agents and other community
bookstores, through the local Statistics Canada offices, or by
mail order to Publication Sales, Statistics Canada, Ottawa,
K1A 0Té6.

1(613)951-7277
Facsimile Number 1{613)951-1684

National toll free order line 1-800-267-6677

Toronto
Credit card only (973-8018)
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Canada’s merchandise exports, on a balance of
payments basis and adjusted for seasonal variation,
continue to show signs of volatility in 1989. According
to preliminary data, exports fell 2.8% in September,
following a 4.1% increase in August. In May, exports
rose 9.6%, before falling 10.3% in June and remaining
almost unchanged in July. The short-term trend, which
attenuates these movements, continued on its
downward course in August for the sixth consecutive
month. These results indicate that exports have been
losing ground for several months, in spite of upward
revisions to July (+$126 million) and August
($207 million).

The downward trend for exports is largely at-
tributable to a number of factors including the 1988
drought, which has had repercussions in 1989 on the
agricultural and electricity sectors; the decline in the
prices of several metals; the appreciation of the
Canadian dollar against the U.S. dollar and the
moderating growth of the American economy in 1989.

The September decline brings total Canadian ex-
ports to $11.3 billion. Exports to the United States
alone fell 43% in September, the sixth decline ob-
served this year. The drop in exports to the United
States in September coincides with declines noted in
several U.S. economic indicators. Exports to Japan
also decreased significantly in September (-10.6%),
following a sharp increase in August ( +24%).

Imports totalled $11.1 billion in September,
down 2.2% from August. Preliminary data show that

-imports rose 6.7% in August, while the revised data
for July and June show decreases of 3.7% and 5.8%.
As in the case of exports, the short-term trend was
down in August. However, the drop observed in im-
ports is more recent than the decline noted in exports.

The decrease in imports in September appears
to be in line with the most recent statistics on produc-
tion of passenger automobiles, which sustained a
sharp slowdown in September following unusually
large increases in August. Overall, the economy con-
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tinues to grow at a moderate rate, while the level of
business investment appears to be stabilizing. Imports
of machinery and equipment, which were particularly
strong during the first half of the year, declined in Sep-
tember.

Lower crude petroleum prices were reflected in
a decline in the value of crude petroleum imports in
September, which fell to their lowest level of the past
nine months,

As a result of the more pronounced drop in ex-
ports as opposed to imports, the trade surplus slipped
to $259 million in September, $82 million less than the
revised figure for the August surplus.
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Exports

The short-term trend for exports continued to be

down in August for the sixth uninterrupted month.

Of the merchandise categories which con-
tributed to the overall decrease in the total, the
largest declines were recorded for exports of
ores (-4.5%), aircraft and other transportation
equipment (-3.5%) and metals and alloys
(-1.6%).

The trend for exports of machinery and equip-
ment, which had been on an upward climb since
August 1988, underwent a reversal in July 1689
{-0.3%) and dropped 0.5% in August. The trend
for exports of industrial and agricultural
machinery continued to decline for the fourth
consecutive month.

With regard to increases, exports of food
products (+2.6%), primarily wheat (+11.9%)
posted the largest gains in August compared to
July. . :

Imports

The short-term trend for imports continued to

drop for the fourth uninterrupted month.

The main contributors to the decline in the over-
all trend in August were imports of energy
products (-3.7%), machinery and equipment
(-0.6%) and automotive products (-0.4%).

The upward trend for crude petroleum imports
sustained a reversal in June and has since posted
more significant drops (-4.9% in August).
Onthe other hand, the largest increase inimports
in August was in the precious metals category,
which posted a gain of 6.9%.

Exports of Wheat
Monthly Varlation in the Trend
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Commodities

The drop in exports in September is explained by
the following factors:

A $451 million decline in non-distributed
balance of payments adjustments in September, fol-
lowing a substantial improvement in the coverage of
Canadian exports to the United States.

A $183 million drop in industrial goods exports,
following small increases in July and August. Exports
of metals and alloys alone fell by $65 million to $961
million, approximately $110 million less than the
average for the first eight months of the year, Prices of
the principal metals exported by Canada, such as
aluminum, copper, nickel, precious metals and zinc,
all posted declines ranging from 6% to 35% over the
course of the past four or five months.

An$85 million drop in machinery and equipment
exports, following a $28 million dip in exports of in-
dustrial and agricultural machinery, Exports of in-
dustrial and agricultural machinery thus fell to their
lowest level of the past nine months {$434 million).

On the other hand, the largest gains were attri-

7

butable to exports of automotive products (+$277
million), primarily trucks, which posted a $282 million
increase over the previous month. Sales of trucks in
the United States continued to be strong in Septem-
ber, while automobile sales dropped compared to the
high level observed in August.

Wheat exports, up $102 million in August, rose
an additional $61 million in September.

The following factors were the main contributors
to the decline in imports:

Imports of machinery and equipment fell by $105
million to $3.5 billion, Imports of aircraft and other
transportation equipment, down $71 million to $360
million (their lowest level since August 1987), were
largely responsible for this decline.

Imports of energy products fell by more than
$100 million to total $434 million, their lowest level
since last December. Imports of crude petroleum
alone dropped $73 million to $243 million. Between
May and August, crude petroleum prices as measured
by the Laspeyres price index fell by 20%.

Imports of precious metals posted the largest in-
crease, climbing $69 million to $138 million. Motor
vehicle parts imports were also up $69 million to $1.4
billion, while production in Canada returned to more
normal levels following slowdowns in July and August.
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Trading Partners
Exports to the United States, on a seasonally ad-

justed basis, declined $372 million in September to

total $8.3 billion, their lowest level since July 1988. This
drop in exports to the United States in September
coincides with signs of a slowdown in American con-
sumer demand, particularly for passenger
automobiles. Exports to the United States repre-
sented 73% of Canada’s total exports for the month of
September. .

Exports to Japar, "Other O.E.C.D. countries"
and "Other countries” were also down in September.
Cumulative exports to Japan for 1989 total $6.6 billion,
an increase of $483 million compared to the first nine
months of 1988, ,

Exports to the E.E.C. grew by $229 million to
total $1.0 billion. '

Imports from the United States fell $177 million
to $7.7 billion. In August, however, imports rose $755
million, Imports from the United States represented
70% of Canada’s total imports for the month of Sep-
tember.

Imports from the United Kingdom, "Other
O.E.C.D. countries” and "Other countries” all posted
declines in September compared to August.

Imports from "Other E.E.C. countries" and
Japan, on the other hand, recorded increases.

Canada’s trade deficit with all of its trading
partners, excluding the United States, has increased
substantially in 1989. For the first nine months of 1989
the deficit totals $4.2 billion, up sharply from the
deficit of $2.9 billion registered in the corresponding
period in 1988, )

Trade E)icludlng United States
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At $34.2 bilbion, exports dropped 2.5% in the
third quarter, following a decline of 1.3% in the second
quarter. The largest declines were registered in the
following sectors: industrial goods and material
(notably metal ores), machinery and equipment and

automotive products, while there were minor gains
posted in the energy and forestry products sectors.

This is the second consecutive quarter in which
automotive products have posted a sharp decline, due
primarily to lower exports of trucks (-$99 million) and
parts (-$150 million), The moderate growth of the
American economy in the third quarter appears to be
reflected in the dip in Canadian exports to the United
States. However, strong growth in household expendi-

RODaSs

tures on automobiles contributed to higher exports of
Canadian-manufactured passenger automobiles.

Imports, for their part, totalled $33.1 billion, a
3.0% drop from the previous quarter. The revised
figures show a 2.5% increase for the second quarter.
The third quarter decline is attributable, to decreases
of more than $400 million in both automotive products
and machinery and equipment. Imports of coergy
products also ran out of steam, falling more than $200
million. The drop in imports of machinery and equip-
ment contrasts with the first and second quarter in-
creases of more than $450 million and $100 million
respectively in 1989. The third quarter decline is
primarily due to lower imports of aircraft and other
transportation cquipment.

September 1989

Statistics Canada



On a cumulative basis, January to September, the
Canada-U.S. reconciled trade balance is $8.0 billion,
down $1.9 billion or 19.4% compared to the cor-
responding period in 1988. This drop, however, is
smaller than the decrease noted at this time in 1988 of
$3.3 billion compared to 1987 levels. The surplus, in
fact, has been declining since 1986. Exports are up
2.8% or $22 billion, totalling $78.2 billion. Likewise,
imports have climbed to $70.3 billion, an increase of
$4.1 billion from last year.

Bilateral Trade between Canada and U.S.‘

Reconciled Statistics, January-Saptember
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Table 2A
Reconciled Merchandise Trade between Canada and the United States
19385 1986 1987 1988 1989
January to September
millions
Exports: '
Customs Basis Published total * 68,987.1 69,2348 69,388.0 75,3215 75,6919
Reconciliation Adjustments 1564.1 197m.2 9762 7649 25484
Reconciled Basis T70551.2 71,214.0 70,364.2 76,0864 78,2403
Other B.O.P. Adjustments -1,170.8 -1,749.0 679.9 4013 4222
B.O.P. Basis 69,3804 69,465.0 71,0441 75,6851 77,8181
Imports:
Customs Basis Published total * 55,800.7 58,295.6 57,3629 67,0025 709855
Reconciliation Adjustments -3894 -2812 -170.7 8223 <7321
Reconciled basis 554113 58,0144 57,1922 66,180.2 70,2534
Other B.O.P. Adjustments -536.2 5408 476.1 -1794 <1193
B.O.P. Basis 54,875.1 57373.6 57,6683 66,000.8 70,134.1
Balance:
Reconciled Basis 15,1399 13,199.6 13,1720 9,906.2 7.986.9
B.O.P. Basis 14,5053 12,0914 133758 9,684.3 7,684.0
* Including trade between Canada and Pucrto Riro and the Virgin Islands.
Note: The data presented in this table are not seasonally adjusted
Statistics Canada September 1989
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Table 1
Merchandise Trade of Canada
September 1989
Balance of Payments Basis
Period-to-period
change(2)
Exports Imports ris Imports Exports Imports Balance Exports Imports Balance
(1) (1) E‘Ew ﬁw SA(3) SA(3) SA(3) SA() SA(3) SAQ)
$ millions % % $ millions
1983 90,613 75520 9055 098 90556 73,098 17,457 73 95 2197
1984 112,384 95460 111330 91493 111330 91492 19,838 229 252 2,381
1985 119474 104355 119,061 102,669 - 119,061 102,669 16,392 6.9 122 -3,446
1986 120670 112511 119865 11007 119865 110,079 9,787 0.7 72 6,606
1987 125,087 116239 126,120 114,767 126120 114,767 11,353 52 43 1567
1988 138,150 131664 1372M 127485 137294 127,486 9,809 89 11.1 -1,545
1987
First quarter 29,7114 27,76 30273 27357 30,794 21,673 3122 14 £.1 449
Second quarter 31,687 29578 31832 29221 30,686 273810 2876 04 0Ss =245
Third quarter 20628 27814 30071 27475 31487 28422 3,065 26 22 189
%’gsusnh quarter 34,057 31,01 33944 30,714 33152 30862 2,290 53 8.6 -T76
First quarter 4172 35338 33397 353 33,747 31,681 2,066 18 27 224
Second quarter 36399 3371 36142 32957 34684 31,663 3on 28 0.1 956
Third quarter 221 30518 N3N 0025 3305 31487 287 -11 0.6 =205
Fgo;gnh quarter 35358 32097 35363 190 34558 32,655 1,904 0.7 37 914
1 .
First quarter 34493 33864 35,198 33509 ss582  3n22B 2,309 30 19 405
Second quarter 36082 36538 36483 3604 B14 uo 1,032 -1.3 25 127
Third quarter 31,886 31,295 3158 31,277 U7 33058 1,189 25 3.0 157
1988 :
January 10,356 12470 10220 10,101 10,884 10,465 419 -6 25 -141
February 11,282 10520 10911 10,289 11,225 10225 999 31 23 58
March 12524 12348 12266 12,040 11639 10991 648 kN 75 -152
April 11475 10,693 11,397 10,447 11,327 10,229 1,097 2.7 £.9 450
May 12067 11,706 12,013 11,447 11,516 10,985 530 1.7 74 -567
June 12857 11312 12,732 11063 11,842 10448 13% 28 49 864
Tuly 9,651 8,900 9,800 8,847 10,866 9,385 1,481 £2 -102 87
August 10,906 10,752 10,958 10,502 11,945 11,162 783 9.9 189 £98
September 11,664 10,866 11,634 10,677 11.4% 10,940 553 -38 -20 -230
QOctober 11,917 11,005 11,751 10,903 11,327 10,858 469 -15 0.7 -85
November 12351 11,254 12,375 11,215 11,782 10,939 842 490 0.7 34
December 11,090 9,838 11,237 9,854 11,449 10,857 593 -28 08 -250
1989 .
January 11,323 1062 11664 105M 12183 11,088 1,094 64 2.1 502
February 11,180 11,053 11,460 10,899 11,855 11,024 832 27 0.6 -263
March 11,990 12,190 12,073 12,037 11,544 11,161 383 2.6 12 -449
April 11,621 11,933 11,624 11,775 11407 1133 7% -12 15 -306
May 12478 12642 12974 12451 12502 11,72 780 9.6 34 04
June 11,983 11,962 11,885 11,798 11,215 11,040 175 -103 58 505
July 9,823 9,516 9,943 9567 11217 10,629 589 00 -3.7 413
August 10,700 11,002 10,975 10,940 11,680 11,339 M1 4.1 6.7 -247
September 11,363 10,776 11241 10, 11350 11,090 259 28 22 82
Year-to-date
1988 102,792 99,567 101,931 95513 102,73 94,831 7,905 105 130 1,158
1989 102,461 101,697 103,839 100,811 104,954 100424 4,530 22 59 3375
(1) Customs Basis
(2) Change over previous period
(3) Seasonally Adjusted.

Note: Due to rounding monthily data may not add up to quarterly data and quarterly data may not add up to annual data.

September 1989
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Table 2
Merchandise Trade by Principal Trading Areas
Scptember 1989
Seasonally Adjusted, Balance of Payments Basis
Period-to-period change Change over
Aug. Sept. Aug.  Sept.  Aug. Sept. Year-to-date previous
Total year

3 millions % % $ millions Smillions %  $ millions
Exports to:
United States 8033 83315 32 43 27132 -3718 84529 30 23111
United Kingdom 257.1 3742 243 455 -82.7 1171 2,7444 49 1276
EE.C.86 excl. UK 561.1 673.0 <151 199 -100.0 1119 59012 11.6 614.9
Japan 864 7033 240 -106 152.0 431 65705 79 4829
Other OE.CD.86* 3928 2889 1095 264 2053 -1039 23739 53 1189
Other countrics 979.7 9787 1.6 £.1 155 -1.0 89108 -139 -1,437.9
Total 11,6805 11,349.7 4.1 28 4633 -3308 104,953.7 22 22175
Imports from:
United States 78998 7,733 106 22 7857 1765 69,688.9 6.7 4,363.1
United Kingdom 3143 2545 113 -190 -40.0 -59.8 33441 71 -254.0
BEEC 86excl. UK 755.8 B66.7 -13.2 14.7 <1147 110.9 74446 -6.0 4TS5
Japan 680.1 683.1 59 04 81 30 6,178.1 4.7 N2
Other O.E.CD.B6* 3eS 3173 114 -164 390 £2.2 3,028.0 15.1 3963
Other countries 1,309.7 12453 25 49 24 645 10,740.1 13.6 1,2826
Total 11,3393 11,090.2 6.7 22 706 -249.0 1004238 59 55927
Balance with: .
United States 8035 608.2 4825  -1953 8,764.0 -2,0519
United Kingdom -572 1197 428 176.8 . 5997 381.6
EEC 86 excl. UK -194.7 -193.7 14.7 1.0 -1,5435 1,0873
Japan 1063 202 1139 86.1 3925 2057
Other O.E.C.D. 85 * 134 -284 1663 417 £54.1 =274
Other countrics -330.0 ~266.6 -16.9 634 _ -1.8293 2, 7205

33752

Total M12 2594 -2473 -81.8 4,529.9

* Serics with no seasonality.

Imports for September 1989 by country of origin from the United States {including Puerto Rico and the U.S. Virgin [slands) amounted to

$7,197.4 million. This represents the starting figure from which the Canada/United States reconciliation takes place.

Statistics Canada
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Table 3

Exports by Commodity Groupings
September 1989

Balance of Payments Basis

Seasonally adjusted Raw values

Percentage change
_ Year-to-date

% Sept.’89/Sept."88/Sept. 87/

July Aug. Sept. Value change Sept.’88 Scpt.’87 Scpt.'86
$ millions

AGRICULTURAL AND FISHING PRODUCTS 865.3 9908 9521 84300 -1S8 -142 52 136
Wheat 111.1 2134 2748 18046 -50.7 -293 4711 333
Other agricultural end fishing products 7542 T4 6773 6,625.5 44 1.2 <70 89
ENERGY PRODUCTS 10292 10445 1,1159 9,234.0 1.8 T 212 g1 131
Crude petroleum * 3632 3665 3847 33339 43 304 200 424
Natural gas 266.2 2659 33046 2308 39 34 169 90
Other energy products 3999 4121 4006 sz -6 71 75 91
PORESTRY PRODUCTS 1,783 1,7624 18503 16,0379 0.9 73 15 266
Lumber and sawmill products 5770 5589 6313 51613 - 16 202 305 M3
Woodpulp and other wood products 500.3 569.7 5920 51147 100 82 179 388
Newsprint and other paper and paperboard 651.0 6338 A270 57619 -39 -38 12 124
INDUSTRIAL GOODS AND MATERIAL 24763 24951 23121 22,658.9 4.1 94 218 -30
Metal ores 3989 411.7 3916 40325 127 -166 446 150
Chemicals, plastics and fertilizers 5196 5418 4892 4,960.1 438 2187 235 184
Metals and 11,1076 10251 9606 9,526.8 10.9 47 136 43
Other industrial goods and materials 4502 5165 4707 41396 55 <76 173 84
MACHINERY AND EQUIPMENT 183.7 19575 18726 17,1952 8.1 23 29 17
Industrial and agricultural machinery 4437 4613 4339 4,046.4 99 3.0 1.7 103
Aircraft and other transportation equipment 308 957 3139 37545 224 14 144 241
Other machinery and equipment 10202 1 1(.‘0.5 1,064.8 9,343 26 4 117 49
AUTOMOTIVE PRODUCTS 27M8 2.736.4 3,0138 26,1271 -1.9 1.7 88 2.6
Passenger autos and chassis 12589 13674 13970 11,949.2 £.1 27 306 251
Trucks and other motor vehicles 6598 4601 1.7 58609 24 64 61 564
Motor vehicle parts B61.0 9090  B750 83170 54 -59 -129 76
OTHER CONSUMER GOODS 2144 216.6 1988 19919 -53 -155 34 49
SPECIAL TRANSACTIONS TRADE * 68.0 58.7 66.7 589 kY] 51 N9 27
UNALLOCATED ADJUSTMENTS * 212 4184 326 26954 2323 -1142 35 -2714
TOTAL 112172 11,6805 11,348.7 104,953.7 22 -34 70 36
* Secries has no seasonality.
September 1989 Statistics Canada
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Table 4

Imports by Commodity Groupings
September 1989

Balance of Payments Basis

Seasonally adjusted Raw values

Percentage change
Year-to-date

: % Sept.'89/Sept."88/Sept.'87/
Sept. Value change  Sept.'88 Sept.’87 Scpt.’86

July Aug,
$ millions

AGRICULTURAL AND FISHING PRODUCTS 6628 689.0 7005 61637 100 8.0 71 1.7
Fruits and vegetables 2278 2298 2188 20512 76 -3.1 194 21
Other agricultural and fishing products 4350 4592 481.7 41126 112 12.7 26 -15
ENERGY PRODUCTS 5565 5376 4342 46768 176 .04 155 365
Crude petroleum 3368 3167 2434 2,7557 161 23 175 499
Other energy products 2196 2210 190.8 1921¢ 197 20 129 26
FORESTRY PRODUCTS 1165 1188 113 1,019.6 a7z 147 120 21
INDUSTRIAL GOODS AND MATERIALS 21616 22348 21727 19,808.9 95 34 143 133
Metals and metal ores 5837 574.6 6502 5,6115 11 73 64 13.3
Chemicals and plastics 708.0 725.7 656.3 6,174.1 129 05 200 11.9
Other industrial goods and materials 8698 9345 866.2 8,0234 83 24 16.6 143
MACHINERY AND BEQUIPMENT 34575 36497 35450 32291 76 06 251 74
Industrial and agricultural machinery 1,103.7 11,1384 11,1403 10,153.7 71 23 14.1 10.6
Aircraft and other transportation equipment 4336 4314 3603 42104 59 -217 513 123
Office machines and equipment 4914 509.9 5455 4,719.6 9.0 23 M8 257
Other machinery and equipment 14288 1570 14989 13,2104 127 83 311 52
AUTOMOTIVE PRODUCTS 22729 26559 26750 23,8256 42 48 6.6 18
Passenger autos and chassis 24 10247 9320 8,828.9 L8 4.8 -5.3 82
Trucks and other motor vehicles 2165 2678 310.9 2,609.0 1.7 128 -14.1 -1.3
Motor vehicle parts 1,3239 13635 14321 123876 69 05 233 29
OTHER CONSUMER GOODS 12542 12996 1272 112343 11.6 70 110 18
Apparel and footwear 286.9 2944 326 . 25756 105 212 -116 25
Miscellaneous consumer goods 972 10052 958.7 86587 119 6 183 15
SPECIAL TRANSACTIONS TRADE * 21737 2332 2570 21107 100 219 195 306
UNALLOCATED ADJUSTMENTS * 08 WA 69 Mol - 43 10 199 06
TOTAL | 10,628.7 11,3393 11,0902 1004238 59 09 124 74
* Series has no seasonality.
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Table §
Merchandise Trade of Canada
Constant Dollars and Lespeyres Price Indexes
September 1989
Seasonally Adjusted, Balance of Payments Basis
Constant dollars (1981) (1) Laspeyres price index (2)
Period-to-period 1981=100.0 Period-to-period
change(3 change (3)
Exports Imports Exports Imports Exports Imports Exports Impons
$ millions % %

1984 106,931 85581 186 19.7 1050 109.6 42 5.7
1985 113822 442 64 104 106.0 1134 10 34
1986 ~ 1782 101513 3is 15 104.0 1128 -1.9 05
1987 126,399 110,707 13 21 105.1 1122 11 05
1988 139,052 126877 100 14.6 1078 1105 26 . <16
1987
First quarter 099 26432 25 20 102.9 1116 .10 -1.0
Sccond quarter 30810 26,745 04 12 148 1122 19 0.6
Third quarter 31558 27533 24 29 105.7 1126 08 0.3
f;&ﬁh quarter 33,093 29997 49 8.9 106.7 1132 10 0.6
First quarter M3 31100 3.9 37 106.2 1113 £5 17
Sccond quarter 35,363 31514 29 13 1064 1101 01 -1.0
Third quartcr M6 3159 20 0.1 108.6 1101 21 0.0
f!%rlh quarter M0 2T™ .1 38 1098 1104 12 0.3
First quarter MB80 33544 0.7 25 1119 1105 18 0.1
Second quarter u627  M317 4.7 23 1121 1118 02 11
Third quarter 34501 33950 04 1.1 1100 1108 -1.9 0.9
1588
January 11,076 9,962 0.2 5.0 106.7 1120 08 -1.1
February 11448 10,105 34 14 1065 110.6 0.2 -1.3
March 11,855 11,032 3.6 9.2 108.7 109.8 0.8 £.8
April 1154 10175 26 <78 106.0 109.8 03 0.1
May 11,762 10,862 19 6.7 1063 1098 0.2 0.0
June - 12057 10477 25 35 106.9 1095 0.6 03
July 11,185 9,530 12 9.0 1075 109.1 0.6 0.4
August 11,870 11,050 61 159 108.9 109.9 13 08
Scptember 11,615 10,950 21 09 1092 1103 0.3 04
October 11,393 10824 -19 -11 108.9 109.7 03 0.6
November 11,844 109N 4.0 14 1104 110.9 14 1.1
B:;ember 11,403 10,938 37 03 1101 109.7 03 -10
January 11923 1,128 4.6 17 1120 1104 16 0.7
February 11521 11,117 -34 01 1116 1105 03 0.1
March 11435 11,298 028 1.6 1123 1108 0.6 0.2
April 11,240 11467 -1.7 15 122 111.6 01 0s
May 12,293 11,792 94 28 1124 111.9 ¢l 0.2
June 1,094 11,059 98 £2 111.8 111.9 06 0.0
Tuly 11,181 10851 08 -19 110.7 1112 09 06
August 1nm 11,646 4.7 73 109.7 1104 0.9 0.7
September 11,608 11452 09 -1.7 109.6 1111 01 06
Year-to-date
1988 14412 94,143 119 16.6
1989 104,008 101,811 04 8.1

(1) The Paasche current weighted price index used to calculate constant dollars can be derived by dividing current values by the constant

dollars above.

(2) The Laspeyres price index uses fixed weights based on 1981 trade and therefore reflects changes in price only.

(3) Change over previous period.
Note: Due to rounding, monthly data may not add vp to quarterly data and quarierly data may not add up to annual data.
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Exports of wheat which accounted for $4.4 bil-
lion or 3.2% of total exports in 1988 compared to $0.7
billion or 4.2% of total domestic exports in 1970, are
down sharply in 1989.! The priiary reason behind this
decline is the severe drought experienced last summer

in the Prairie provinces. The dry autumn of 1987 con- |
tributed to the intensity of the drought in 1988 making

it comparable to those experienced in the 1930°s, 1961
and 19842

Canada’s Wheat Sector
Mllon Tonnes.

ES ereduction

Bl Exporis
» End of yr akochs

1988 prallminary, 1980 satimates

The severity of the drought is reflected in
Canada’s depleted grain stocks. Total wheat stocks,
for example, totalled 5.1 million tonnes on July 31,
down 30% from July 31, 1988 and less than half the
level at July 31, 1987. This is the lowest carry-over level
since 1950.% Accordingly, cumulative year-to-date ex-
ports of wheat January to September, totalled $1.7 bil-
lion, almost half the level recorded for the same period
in 1988. Due to limited supply, the Canadian export
price of wheat has risen dramatically. The Laspeyres
price index rose 30% on average over the first half of
1989 compared to 1988, however it has registered
three consecutive declines since June.

The pattern of Canada’s grain market also al-
tered somewhat in 1989. The main buyers of Canadian
wheat this year, as of July, have been the USS.R.
(29.6%), Japan (16.1%), China (10.4%) and Iraq
(9.7%). However, exports to the U.S.S.R. could
decline in the future given that government’s new
policy, announced August 10, to pay farmers in foreign

Buyers of Canadian Wheat

currency for wheat and other crops grown in excess of
average production levels.? In 1988, China (37.5%),
the U.S.S.R. (21.9%) and Japan (6.4%) were the prin-
cipal purchasers of Canadian wheat. The trade picture
was slightly different in 1970. China (17.7%) was our
most important customer followed by the U.K,
(13.4%), the USS.R. (126%), Japan (11.3%) and
India (6.5%).

Stocks of barley in Canada totalled 2.8 million
tonnes on July 31, down 26% from July 31, 1988. Bar-
ley exports, on the other hand, are up over 90% for the
first nine months of 1989 compared to last year, totall-
ing $417.3 million. Likewise, the Laspeyres Price Index
for barley has increased 75%, over 1988 levels, for the
first eight months of the year. Unlike all other major
grains, stocks of rapeseed (or canola) are up 65% over
last year’s levels as of July 31. In addition, exports of
rapeseed have increased 11% in the first nine months
of 1989 compared to 1988 levels, reaching a cumula-
tive Ievel of $478.2 million, an increase of $48.2 million,
Corn imports are up as well from the total recorded
for the first two quarters of 1988,

Wheat Worldwide

Worldwide, the market for wheat is presently one
of higher prices due to low rescrves, particularly in
Canada, as well as the United States and the E.E.C.
World stocks have been deteriorating since 1986-87
and the world stocks-to-use ratio is forecast at its
lowest point in thirty years following a 23% decline in
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Canada's Grain Exports, 1988
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1988/89.3 Total production of wheat according to the
International Wheat Council is projected to increase
6% to 532 million metric tonnes this yea:.‘s However,
consumption of wheat is expected to exceed output,
thus causing further depletion of world stocks.

Canada, along with the U.S,, the E.E.C,,
Australia and Argentina, are among the argest ex-
porters of wheat, supplying over 90% of total world ex-
ports in 1987 (excluding intra-E.E.C. trade).” As a
result of last summer’s drought, Canada produced 16
million metric tonnes of wheat in 1988/89 {August to
July), 40% below the previous year’s total®

Due to above average July temperatures in
Manitoba and Saskatchewan, grain analysts arc
projecting an average wheat crop this year. The latest
crop estimate by Statistics Canada (released October
4, with 46% of the harvest completed) states that total
production of wheat in Canada will be 24 million
metric tonnes, up 50% from last year.g In addition,
barley production is forecast to increase 18% to 12.1
million tonnes. The rapeseed harvest, however, is

World Exporters of Wheat

Argentine  Cther
oy %
w70
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projected to drop 27% to 3.2 million tonnes which
could impact on Canadian exports next year.

Stocks of wheat in the United States were at 16.2
metric toanes, 50% of last year's level, as of June 110
Wheat production fell to 49.3 million metric tonnes in
88/89, a decline of 14% over the previous year.n Cor-
respondingly, exports of wheat and wheat products
{wheat products includes flour, pasta products and
semolina), June to May, fell 109% to 38.8 million ton-
nes. This year, U.S. exports are forecast to drop 11%
t0 34.7 million tonnes, over 60% of total production of
wheat, Production is estimated to rise to 55.6 million
tonnes this year, an increase of 13%. However, wheat
production in the U.S. has declined 209 over the last
half of this decade, from an average annual level of 70.5
million tonnes for the period 1980-85, compared to an
average yearly level of 57.0 million tonnes from 1986-
1990. Likewise, wheat stocks have fallen dramatically
at an average rate of 28% each year since 1985/86 at
which time ending stocks stood at 51.8 million tonnes.

The E.E.C. produced 74.9 million tonnes of
wheat and wheat products in 1988/89, a 5% increase
over the previous year, the second consecutive in-
crease. As well, exports climbed to 31.1 million tcnnes
(market year), an increase of 10%, the third uninter-
rupted increase. For this year, analysts have forecast a
4% increase in wheat production to total 77.5 million
tonnes and a corresponding 6% increase in exports.
Thus the EE.C. will export 32.8 million tonnes of
wheat, 42% of their yearly production.

Production of wheat and wheat products in the
E.E.C,, as opposed to the U.S,, is up 11% over the
second half of this decade, from an average level of
66.2 million tonnes during 1980-85 to an average an-
nual level of 73.5 million tonnes for the period 1986-
90. However, as in the case of the U.S., stocks have
fallen. The forecast for ending stocks for this year is
12.2 million tonnes, a drop of 5% from last year's level,
their lowest level since 1983/84. '

Argentina’s production of wheat and wheat
products declined 11% to 7.8 million metric tonnes
last year. In addition, Argentinean exports (December
to November) remained unchanged at 3.7 million ton-
nes, following a 16% decline the previous ycar. This
amount is projected to increase 70% this year as
production is estimated to rise by 41% to total 11.0 mil-
lion tonnes, the highest level since 1984/85. Unlike the
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other major wheat exporters, stocks of wheat in Ar-
gentina are forecast to jump 50% to 0.3 million tonnes
by the end of this year.

Wheat production in Australia, as in the case of

the E.E.C,, increased in 1988/89. Australian farmers

harvested 14.5 million tonnes, an increase of 17% over
the previous year, following a 23% decline in 1987/88.
Likewise, exports of wheat and wheat products (Oc-
tober to September) increased 12% and totalled 11.1
million tonnes. As in the case of the U.S. and the
E.E.C., stocks of wheat and wheat products have been
deteriorating. Since 1985/86 stocks have fallen at an
average rate of 24% each year. For the 1989/90 season,
forecasters are estimating that year-end stocks will
remain unchanged at 2.7 million tonaes, with produc-
tion declining by 1% to 14.3 million tonnes and exports
dropping 3% to 10.8 million tonnes.

In a report published in 1988, T. Vollrath of the
U.S. Department of Agriculture studied four in-
dicators of competitiveness in the agricultural sector
for various countries. Two of these indicators, market

World Exports
Wheat and Wheat Products
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share (MS) and relative export advantage (RXA),
have been reproduced for the years 1970 and 1987
using data obtained from the World Trade Database
(see note 7) and are presented in Tables 1 and 2. MS
indicates the share of the world market a country has
in a particnlar commodity. For both 1970 and 1987, the
U.S. had the largest share of the world wheat export
market, followed by Canada, Australia, the E.E.C.and
Argentina,

Table 1: Market Share

U.S.$ Billions

Exporter 1970 % 1987 %
US.A. 11 40.7 33 36.7
Canada 0.7 259 26 289
Australia 04 14.8 15 16.7
EEC.* 0.2 74 11 122
Argentina 01 37 04 45
Subtotal 25 92.6 89 98.9
Other countries 0.2 74 01 1.1
World Total* 27 90

* Excluding E.E.C. intra-trade

RXA provides further insight into the competi-
tiveness of a country in its export markets. Indexvalues
greater than zero denote "relative competitive ad-
vantage” whereas index values less than zero denote
*relative competitive disadvantage”.12 Asin Vollrath’s
study, Australia and Canada posted higher rankings
than the U.S. for the years 1970 and 1987, Volirath
points to the E.E.C. as one example where, although
the RXA is negative thus signifying relative competi-
tive disadvantage, the E.E.C.'s export market shares
are increasing as a result of heavy agricultural sub-
sidization.

An important issue and a source of contention in
the ongoing Uruguay Round of GATT negotiations, is
the degree of protectionism observed in international
trade of agricultural products. In 1985, the United
States passed the U.S. Food Security Act Program
which, among other things, provided for an expanded
role of the Export Enhancement Program (EEP).
Under this program (which was initially targeted at
E.E.C. markets) exporters receive government-owned
surpluses by selling eligible commodities to desig-
nated countries. Total agricultural subsidies cost the
U.S. $35.7 billion in 1986 and $29.6 billion in 1987.1
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Table 2: Relative Export Advantage

1970 Wheat Total RXA

Exports Exports

U.S.$ Billions

UsS. 11 46.6 13
Canada 0.7 173 17
Australia 04 4.8 25
EEC* 02 48.0 0.8
Argentina 01 1.9 21
World Wheat Exports* 27
World Trade* 2843
1987 Wheat Total RXA

Exports Exports

U.S.$ Billions

US. ' 33 270.6 13
Canada 2.6 100.2 21
Australia 15 273 27
EE.C* 11 4114 0.6
Argentina 04 6.7 26
World Wheat Exports* 920
World Trade* 20123

Source: World Trade Database.

Market Share: MSh = Xian"a, where subscript a
refers to wheat, and superscripts i to a particular
country and w to the world, and X refers to exports.
RXA: RXAY,0 = Lof(X'a/X'n)(X"s/X"n)), where r
refers to the rest of the world and n refers to a com-
modity composite aggregate, excluding wheat.

* Excluding E.E.C. intra-trade.

The result of these changes was price wars which
caused lower grain prices worldwide. The E.E.C.
responded by increasing price supports under the
Common Agricultural Policy (CAP). The 1985 budget
for agriculture was $20.3 billion, which increased to
$43.0 billion in 1988.M Canada has increased aid to
farmers at an annual cost of $4 billion in recent years.®
As a recent Economic Council of Canada report'®
points out, one can argue that these subsidies have
been particularly difficult for Canada as it tends to be
more dependent on wheat exports than the other
major exporters. Canada exported 79% of wheat
production on average for the years 1982-88, com-
pared to 55% for the U.S., 23% for the E.E.C,, 59%
for Argentina and 81% for Australia.

19

There are difficulties inherent in measuring the
degree of support that the agricultural sector obtains
as this support can involve a range of policy instru-
ments including: export incentives, various subsidies
for fuel and freight, interest concessions, crop in-
surance, other price supports and marketing and re-
search assistance. One method used estimates the PSE
(Producer’s Subsidy Equivalent) which is the level of
compensation that would recompense farmers for the
removal of all other government assistance. Recent
studies produced by the U.S. Department of Agricul-
ture!” and the O.E.C.D. estimated the PSE for a num-
ber of countries for various agricultural commodities,
the results of which are presented in Table 3.

According to the U.S. study, Canada produced
26 million tonnes of wheat per year on average from
1982 to 1986, for which Canadian farmers were paid
$4.7billion Canadian from the market and received an
additicnal $1.4 billion in government support (both
federal and provincial). Thus one arrives at a PSE of
30.4% (comparable to the O.E.C.D.’s results), that is,
government support amounted to one-third of market
earnings. (The PSE was likely higher in 1988 given the
impact of the drought.) In the American study, the
PSE was highest for the United States where farmers
produced on average 67 million tonnes of wheat per
year for the period 1982-86, for which they collected
$10.5 billion American from the market and $3.8 bil-
lion from various government programs, thus attain-
ing a PSE 0f36.3%. In the O.E.C.D. report, the EE.C.
had the highest PSE of the major wheat exporters at
37.6%. Canada as a member of the Cairns Group has
called for a freeze and an eventual elimination of trade
distorting measures in agriculture.

Conclusion

The Prairie drought experienced last summer is
having continued effects on Canada’s merchandise
trade, specifically Canada’s wheat exports. As aresult
of greatly depleted stocks of wheat, cumulative wheat
exports are $1.7 billion less for January to September
compared to last year. Trade in wheat should return
to more normal levels as this year’s crop is harvested
(depending on demand from the U.S.S.R and China).
The dramatic decline in stocks of wheat observed in
Canada, the U.S., Australia and the E.E.C. could im-
pact on future trade in wheat.
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Table 3: Government Transfers to the Wheat Sector

Argentina Australia
Production** .
{millions of tonnes) : 116 16.4
PSE
Percent**() 48% 6.8%
Percent***(® 28%
* Just soft wheat, not durum wheat.
** 1082-1986 average.
++% 1984/85

Canada EC-10* US.
260 60.0 67.0
304% 250% 36.5%
292% 376% 172%

Source: (1) United States Department of Agriculture, Estimates of Producer and Consumer Subsidy
Equivalents: Government Intervention in Agriculture, 1982-86, 1988. (2) C. Carter, et al,, Canada and
International Grain Markets: trends, policies and prospects, Economic Council of Canada, 1989, p.48.

Notes
1. Please note that data pertaining to Canada’s mer-

. chandise trade in grains arc on a raw, Customs basis.

In order to transform customs data to data on a
Balance of Payments basis, an adjustment for timing
is made to grains, Data from Customs documents are
replaced with data from the Canadian Grain Comsmis-
sion on sales and shipments (which are late due to
shipping and storage delays). In 1938, the BOP adjust-
ments for wheat, barley and rapeseed totalled $156.8,
$29.5 and -$40.7 million respectively.

2. Last summer’s drought measured on average -27
in terms of drought intensity (a measure of precipita-
tion shortfall) compared to -.25 and -.28 in 1936 and
1937, - 31 (the most extreme) in 1961 and -.26 in 1984.
A. Gergye, Environment Canada, "Climatic High-
lights®, Climatic Perspectives, Vol. 10, September-
1988, p.1.

3. Data concerning Canadian stocks of wheat, barley
and rapeseed are obtained from Agriculture Division,
Statistics Canada, "Stocks of Canadian Grain at July
31,1989", Ficld Crop Reporting Series - No. 5, August
1989, p.1.

4. B. Keller, Globe and Mail, "Moscow to pay farms
in dollars for grain”, August 11, 1989.

5. Economic Research Service, U.S. Department of
Agriculture, Wheat: Situation and Outlook Report,
May 1989, p3.

6. Agriculture Division, Statistics Canada, Cereal
and Qilseeds Review, June 1989, p.6.

7. International Trade Division, Statistics Canada,
World Trade Database, (United Nations merchandise
trade statistics adjusted by Statistics Canada). Please
note that E.E.C.’71includes Belgium, Luxembourg,

France, West Germany, Italy, and the Netherlands.
E.E.C.'87 includes E.E.C.’71 and Denmark, Greece,
Ireland, Portugal, Spain, and the United Kingdom.

8. Opcit., Cereal and QOilseeds Review, June 1989,
p32. '

9. Production data (Canadian) of wheat, barley and
rapeseed are obtained from Agriculture Division,
Statistics Canada, "September Estimate of Production

of Principal Field Crops, Canada, 1989", Field Crop

Reporting Series - No. 7, October 1989, p.1.

10. Opcit., Wheat: Situation and Outlook Report,
May 1939, p.3.

11. Data concerning production, stocks and exports
of wheat and wheat products for the United States,
Australia, Argentina and the E.E.C, are drawn from

. the US. Department of Agriculture’s publication:

World Grain Situation and Outlock, August 1989.
12. T.L. Vollrath, U.S. Department of Agriculture,

"Indicators of Competitiveness”, World Agriculture:
Situation and Qutlook Report, March 1989, p. 22.

13. 0. Bertin, Globe and Mail, "U.S. plans to fight on
in the agricultural subsidies battle”, October 3, 1988.

14. Ibid., O. Berton.

15. Globe and Mail, "Grain subsidy fight hurts
Canada most, study says", March 23, 1989.

16. C. Carter, et al., Canada and International Grain
Markets: trends, policies and prospects, Economic
Council of Canada, 1989,

17. U.S. Department of Agriculture, Estimates of
Producer and Consumer Subsidy Equivalents:
Government Intervention in_Agriculture, 1982-1986,
1988, various pages.
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