
Canada's balance of international payments,
first quarter 2013
Released at 8:30 a.m. Eastern time in The Daily, Thursday, May 30, 2013

Canada's current account deficit (on a seasonally adjusted basis) narrowed $0.5 billion to $14.1 billion in the first
quarter. This change largely reflected lower deficits on trade in goods and services.

Chart 1
Current account balances

In the financial account (unadjusted for seasonal variation), foreign portfolio and direct investors both supplied funds
to the Canadian economy in the first quarter. Investment from abroad in the form of securities focused on Canadian
bonds, while foreign direct investment in Canada reached the highest level in more than four years.

Current account

Deficit on trade in goods narrows

The deficit on trade in goods declined $0.4 billion in the first quarter to $1.7 billion. Both exports and imports
strengthened in the quarter, with exports recording a larger increase. The goods surplus with the United States
remained at $11.2 billion, reflecting corresponding increases in both exports and imports.
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Chart 2
Goods balances by geographic areas

Total exports of goods were up $2.7 billion to $118.0 billion in the first quarter, with increases widespread across
commodities. Energy products were up $0.9 billion, led by record volumes of crude petroleum. Consumer goods
increased $0.8 billion on higher exports of food products. Metal and mineral products advanced $0.7 billion, largely
reflecting higher volumes of precious metals. Chemical products were up $0.6 billion. These gains were dampened
by automotive products, which declined $1.1 billion on lower volumes of cars.

Total imports of goods increased $2.3 billion to $119.7 billion in the first quarter. As with exports, several major
categories strengthened. Metal ores and non metallic minerals, supported by higher volumes, grew $0.6 billion.
Consumer goods advanced by the same amount. This activity was partly offset by energy products on reduced
volumes of crude petroleum, as well as by metal and mineral products on lower volumes of precious metals.

Trade in services deficit edges down

The deficit on trade in services was reduced by $0.2 billion in the first quarter to $5.8 billion. Lower payments on
trade in commercial services and higher receipts on transportation services accounted for most of the changes. The
travel deficit remained at $4.3 billion in the quarter. While Canadian travellers increased their expenditures in the
United States, they cut back on spending on trips overseas.

Investment income deficit contracts

The deficit on investment income decreased $0.2 billion in the first quarter to $4.9 billion. Earnings of Canadian
direct investors and foreign direct investors were both down by the same amount during the quarter. Canadian
income on foreign securities edged up $0.1 billion, on higher interest and dividends. Income paid to foreign
investors on their holdings of Canadian securities was unchanged, as larger payments of interest were offset by
smaller dividends.
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Financial account

Foreign purchases of Canadian securities focus on bonds

Non-resident investors acquired $9.3 billion of Canadian securities in the first quarter, the lowest such investment in
a year. Acquisitions were focused in Canadian bonds, as foreign holdings of money market instruments and
equities were down in the quarter.

Chart 3
Foreign investment in Canadian securities

Foreign acquisitions of Canadian bonds were $25.2 billion, the highest since the third quarter of 2010. This activity
was led by secondary market purchases of government and government business enterprise bonds. New issues of
private corporate bonds also contributed to the inflows, though these transactions were down from the previous
quarter.

Foreign investors withdrew $6.4 billion from the Canadian money market, following three quarters of sizable
investments. The divestment was all in government paper, mainly federal Treasury bills on higher retirements of
these instruments. Canadian short-term interest rates were up in the first quarter and long-term rates were down.

Non-resident holdings of Canadian equities were down by $9.5 billion. The reduction was mostly attributable to
cross-border mergers and acquisitions, as foreign portfolio investors rendered their Canadian shares to foreign
direct investors. Non-resident investors' purchases of $2.5 billion on the secondary market moderated the overall
divestment in Canadian stocks over the quarter. The Canadian stock market advanced 2.5% in the first quarter.

Canadian acquisitions of foreign securities slow

Canadian investors added $7.0 billion of foreign securities to their portfolios in the first quarter, down from
$17.0 billion in the previous quarter. They acquired both equity and debt securities, although acquisitions of bonds
slowed. This quarter marked the 13th straight quarterly Canadian investment in foreign securities.
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Canadians purchased $4.5 billion of foreign stocks, led by pension funds, with two-thirds of the acquisitions in US
equities. The remainder of the activity in non-US stocks was concentrated in Asian markets. US stock prices
increased 10% in the first quarter, while the Japanese stock market posted strong gains for a second straight
quarter.

Canadian investors acquired $2.4 billion of foreign bonds, compared with $13.0 billion in the fourth quarter of 2012.
This reflected a reduction in Canadian holdings of US government bonds in the first quarter. Nevertheless,
Canadians have invested in foreign bonds for four straight quarters, more typical of activity prior to the onset of the
global credit crisis in 2007.

Foreign direct investment in Canada outpaces Canadian direct investment abroad

Foreign direct investment in Canada reached $18.6 billion in the first quarter, the highest investment since the third
quarter of 2008. Funds injected into existing Canadian subsidiaries strengthened in the quarter, while direct
investment net inflows from cross-border mergers and acquisitions slowed. Manufacturing as well as the finance
and insurance sectors received the bulk of the investment from abroad.

Chart 4
Foreign direct investment in Canada

Canadian direct investors increased their foreign assets by $6.5 billion, mainly in the United States. Activity was
down from $15.4 billion in the fourth quarter of 2012, as cross-border merger and acquisition flows were at their
lowest in nearly two years. Undistributed earnings from operations of foreign subsidiaries were also lower in the
quarter.
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Note to readers

Annual and quarterly data have been revised for the reference years 2009 to 2012. This is in keeping with the general policy to revise
national accounts statistics at the time of the first quarter data release. In general, the revisions reflect more current sources of
information coming from annual surveys and administrative data.

The balance of international payments covers all economic transactions between Canadian residents and non-residents in three
accounts: the current account, the capital account, and the financial account.

The current account covers transactions in goods, services, compensation of employees, investment income and current transfers.

The current account data in this release are seasonally adjusted. For more information on seasonal adjustment, see Seasonal
adjustment and identifying economic trends.

The capital account covers capital transfers and transactions in non-produced non-financial assets.

The financial account comprises transactions in financial assets and liabilities.

In principle, a net lending (+) / net borrowing (-) derived from the sum of the current and capital accounts corresponds to a net lending (+)
/ net borrowing (-) derived from the financial account. In practice, as data are compiled from multiple sources, this is rarely the case and
gives rise to measurement error. The discrepancy (net errors and omissions) is the unobserved net inflow or outflow.

For more information about the balance of payments, consult the "Frequently asked questions" section in the National economic accounts
module of our website. The module also presents the most recent balance of payments statistics.

http://www.statcan.gc.ca/nea-cen/faq-foq/bp-eng.htm
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Table 1
Balance of payments – Not seasonally adjusted
      First

quarter
2012

  Second
quarter

2012

  Third
quarter

2012

  Fourth
quarter

2012

  First
quarter

2013

  2011   2012

    millions of dollars

Capital account and current account              
Net lending / net borrowing, from capital account and

current account -15,102 -16,192 -16,809 -14,251 -15,093 -48,476 -62,354
Current account balances -15,098 -16,191 -16,805 -14,121 -15,092 -48,466 -62,215

Goods and services -6,902 -10,549 -11,793 -6,978 -6,716 -21,866 -36,221
Goods 527 -4,010 -7,130 -1,403 560 753 -12,016
Services -7,429 -6,539 -4,662 -5,575 -7,276 -22,618 -24,205

Primary income -6,424 -5,164 -4,112 -6,748 -6,394 -23,117 -22,448
Compensation of employees -483 -511 -531 -513 -517 -1,962 -2,037
Investment income -5,941 -4,654 -3,581 -6,235 -5,877 -21,155 -20,411

Direct investment -656 326 1,328 -738 -584 -798 260
Portfolio investment -4,697 -4,652 -4,867 -4,955 -4,812 -19,269 -19,172
Other investment -588 -328 -41 -542 -481 -1,088 -1,500

Secondary income -1,772 -478 -900 -396 -1,981 -3,483 -3,546
Capital account balance -4 -2 -4 -129 -2 -10 -139

 
Financial account1, 2              
Net lending / net borrowing, from financial account -14,309 -11,422 -20,019 -18,056 -9,212 -55,422 -63,807
Net acquisition of financial assets 11,886 7,763 59,199 41,990 5,776 107,379 120,839

Canadian direct investment abroad 9,810 5,227 25,008 15,357 6,531 51,602 55,401
Canadian portfolio investment in foreign securities 6,447 2,814 8,907 16,973 6,990 18,331 35,141

Foreign debt securities -3,576 490 2,712 12,307 2,533 -7,924 11,933
Foreign money market instruments -565 -1,205 815 -659 150 -2,036 -1,615
Foreign bonds -3,011 1,695 1,897 12,966 2,384 -5,888 13,548

Foreign equity and investment fund shares 10,023 2,324 6,195 4,665 4,457 26,255 23,208
Official international reserves 2,965 -2,464 1,073 124 2,807 8,061 1,697
Other Canadian investment abroad -7,335 2,187 24,212 9,537 -10,552 29,386 28,600

Loans 3,530 7,984 20,319 -7,976 6,374 14,630 23,856
Currency and deposits -8,826 5,480 1,238 1,707 -7,989 28,172 -402
Other assets -2,039 -11,277 2,655 15,807 -8,937 -13,416 5,146

Net incurrence of liabilities 26,196 19,186 79,218 60,047 14,988 162,801 184,646
Foreign direct investment in Canada 16,497 5,096 8,114 13,284 18,649 39,254 42,990
Foreign portfolio investment in Canadian securities 6,074 28,768 32,168 16,195 9,270 100,100 83,205

Canadian debt securities 6,730 28,525 24,646 22,337 18,780 78,964 82,237
Canadian money market instruments -7,759 10,237 4,862 5,915 -6,378 32,021 13,255
Canadian bonds 14,489 18,288 19,784 16,422 25,158 46,943 68,982

Canadian equity and investment fund shares -656 243 7,522 -6,142 -9,510 21,136 968
Other foreign investment in Canada 3,625 -14,678 38,937 30,569 -12,930 23,446 58,452

Loans -1,326 -4,552 8,689 2,921 -2,926 -1,361 5,731
Currency and deposits 4,661 -10,100 29,718 28,000 -11,339 22,870 52,279
Special drawing rights 0 0 0 0 0 0 0
Other liabilities 290 -26 530 -352 1,335 1,937 442

 
Discrepancy (net errors and omissions) 793 4,770 -3,210 -3,806 5,881 -6,946 -1,453

1.  Transactions are recorded on a net basis.
2.  In the financial account, a plus sign denotes an increase in investment and a minus sign denotes a decrease in investment.
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Table 2
Current account – Seasonally adjusted
      First

quarter
2012

  Second
quarter

2012

  Third
quarter

2012

  Fourth
quarter

2012

  First
quarter

2013

  2011   2012

    millions of dollars

Current account receipts 159,427 156,812 155,544 157,225 158,596 619,460 629,007
Goods and services 139,296 136,850 134,200 136,267 139,117 540,658 546,614

Goods 118,443 115,847 112,989 115,249 117,990 456,807 462,528
Services 20,854 21,003 21,211 21,018 21,127 83,850 84,086

Travel 4,314 4,292 4,345 4,436 4,482 16,624 17,388
Transportation 3,428 3,431 3,321 3,328 3,398 13,588 13,508
Commercial services 12,704 12,864 13,175 12,854 12,846 52,071 51,597
Government services 407 416 370 400 400 1,567 1,593

Primary income 17,749 17,540 18,901 18,455 17,289 69,328 72,646
Compensation of employees 303 304 300 297 299 1,154 1,205
Investment income 17,446 17,236 18,601 18,157 16,990 68,174 71,441

Direct investment 10,982 10,660 12,117 11,631 10,337 44,030 45,390
Interest 776 846 870 878 857 2,667 3,371
Profits 10,206 9,813 11,248 10,752 9,480 41,363 42,019

Portfolio investment 5,065 5,155 5,137 5,217 5,348 18,946 20,574
Interest on debt securities 1,226 1,206 1,247 1,259 1,320 5,051 4,938
Dividends on equity and investment fund shares 3,840 3,949 3,890 3,957 4,028 13,895 15,636

Other investment 1,399 1,422 1,347 1,310 1,306 5,198 5,478
Secondary income 2,381 2,421 2,443 2,503 2,191 9,475 9,747

Private transfers 723 744 724 729 739 2,952 2,921
Government transfers 1,658 1,676 1,719 1,773 1,452 6,523 6,826

 
Current account payments 173,375 173,240 172,754 171,853 172,682 667,926 691,222
Goods and services 145,673 147,217 145,549 144,397 146,573 562,523 582,835

Goods 119,054 119,960 118,138 117,393 119,684 456,055 474,544
Services 26,619 27,257 27,410 27,004 26,889 106,468 108,291

Travel 8,500 8,970 8,787 8,773 8,779 32,974 35,030
Transportation 5,873 5,911 6,027 5,885 5,863 23,674 23,697
Commercial services 11,917 12,047 12,267 12,016 11,917 48,517 48,247
Government services 329 329 329 330 330 1,303 1,317

Primary income 24,307 22,913 23,789 24,085 22,701 92,445 95,093
Compensation of employees 798 807 815 821 829 3,116 3,241
Investment income 23,508 22,106 22,974 23,264 21,873 89,329 91,852

Direct investment 11,982 10,390 11,280 11,477 10,155 44,828 45,129
Interest 932 925 922 910 893 3,843 3,690
Profits 11,050 9,465 10,358 10,567 9,262 40,984 41,439

Portfolio investment 9,735 9,892 9,958 10,161 10,144 38,215 39,745
Interest on debt securities 6,957 7,051 7,066 7,158 7,194 27,654 28,232
Dividends on equity and investment fund shares 2,778 2,841 2,892 3,003 2,950 10,561 11,513

Other investment 1,792 1,825 1,736 1,625 1,574 6,286 6,977
Secondary income 3,395 3,110 3,417 3,371 3,408 12,958 13,293

Private transfers 1,941 1,938 1,920 1,961 1,967 7,473 7,760
Government transfers 1,454 1,173 1,497 1,410 1,441 5,485 5,534

 
Current account balances -13,948 -16,428 -17,210 -14,629 -14,086 -48,466 -62,215
Goods and services -6,376 -10,366 -11,349 -8,130 -7,456 -21,866 -36,221

Goods -611 -4,113 -5,149 -2,144 -1,694 753 -12,016
Services -5,766 -6,254 -6,200 -5,986 -5,761 -22,618 -24,205

Travel -4,186 -4,678 -4,442 -4,337 -4,296 -16,351 -17,643
Transportation -2,445 -2,480 -2,706 -2,557 -2,465 -10,086 -10,188
Commercial services 787 817 908 838 929 3,554 3,350
Government services 78 87 41 70 71 265 276

Primary income -6,558 -5,372 -4,887 -5,631 -5,413 -23,117 -22,448
Compensation of employees -495 -503 -514 -524 -530 -1,962 -2,037
Investment income -6,062 -4,869 -4,373 -5,106 -4,883 -21,155 -20,411

Direct investment -1,000 270 837 153 182 -798 260
Interest -156 -79 -53 -32 -37 -1,176 -319
Profits -844 349 890 185 219 379 580

Portfolio investment -4,670 -4,736 -4,821 -4,944 -4,796 -19,269 -19,172
Interest on debt securities -5,732 -5,845 -5,819 -5,899 -5,875 -22,604 -23,294
Dividends on equity and investment fund shares 1,062 1,108 998 955 1,078 3,334 4,123

Other investment -392 -403 -389 -316 -268 -1,088 -1,500
Secondary income -1,014 -689 -974 -869 -1,217 -3,483 -3,546

Private transfers -1,218 -1,193 -1,196 -1,232 -1,228 -4,521 -4,839
Government transfers 204 504 222 363 11 1,038 1,293
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Available in CANSIM: tables 376-0012, 376-0013, 376-0101 to 376-0108, 376-0121, 376-0122 and
376-0124.

Definitions, data sources and methods: survey numbers 1534, 1535, 1536 and 1537.

The balance of international payments data for the second quarter will be released on August 29.

For more information, contact us (toll-free 1-800-263-1136; infostats@statcan.gc.ca).

To enquire about the concepts, methods or data quality of this release, contact Denis Caron (613-951-1861;
denis.caron@statcan.gc.ca), International Accounts and Statistics Division.


