THIRD ANNUAL REPORT ON CANADA’S STATE OF TRADE

With respect to the country of source, the U.S. accounted for 67 percent of the total FDI stock in Canada in 2001, up from
63.2 percent in 2000. The EU’s share fell to 23.8 percent in 2001, after rising to 27.4 percent in 2000, up from 20.4 percent
in 1999. As for the stock of CDIA, the United States accounted for 51 percent, followed by the United Kingdom, at 9.8
percent. The EU accounted for 19.6 percent in 2001, down from 21.2 percent in 2000.

Portfolio Investment

Portfolio investment, which is interest-rate sensitive, historically has fluctuated sharply, reflecting projected financial
returns in the respective host countries. Inflows, which include investments in Canadian bonds, stocks and money markets,
rose from $19.6 billion in 2000 to $30.1 billion in 2001. Foreign investors acquired a record $33.6 billion of Canadian
bonds in 2001, largely due to increased purchases from the United States.

The flow of Canadian portfolio investment abroad declined from $62.7 billion in 2000 to $34.5 billion in 2001. The
composition of Canadian portfolio investment outflows shifted to purchases of foreign stocks, as the foreign content limit
for tax-sheltered registered pension plans rose to 30 percent in 2001 from 25 percent in 2000. Canadian investment in
foreign stocks remained at a near-record high of $34.6 billion in 2001, though down substantially from $58.7 billion in
2001.

The year 2001 marked the fourth time since 1956 that the flow of Canadian portfolio investment abroad exceeded foreign
portfolio investment in Canada. The other years were 1996, 1999 and 2000, when outflow exceeded inflows by $0.6
billion, $17.6 billion and $43 billion respectively. In 2001, Canada’s portfolio investment abroad exceeded foreigners’
corresponding investment in Canada by $4.4 billion (Figure 15).

With the developments in 2001, the stock
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