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Trade and Investment Highlights Canada's Exports to the United States by Province of Origin 
This special feature reviews Canada's 
merchandise exports to the United States on a 
provincial basis to determine to what extent the 
provincial origin of exports to the US corresponds 
with the province of clearance, i.e. the 
geographic location where the exported goods 
are deemed to have left Canada to enter into the 
US. The data used provides information on three 
distinct modes of transport for exports to the US; 
road, rail and other modes (the latter thus 
includes mail, air, sea and pipeline). 

Table 1 shows total Canadian merchandise 
exports to the United States by province for the 
year 2002. The table presents provincial export 
shares by Province of Origin and by Province of 
Clearance, where Province of Origin denotes the 
province in which the good was extracted, 
manufactured, or grown, while Province of 
Clearance represents the province where the 
border crossing took place and the good 
physically crossed the border into the US. 

From Table 1, it is clear that Ontario and Québec 
account for the bulk of merchandise exports to 
the US - accounting for roughly three-quarters 
of the total exports by either measure. In terms 
of provinces producing goods for export to the 
US, Ontario produced 55.8% of the total 
Canadian exports to the US and Québec for 
another 16.6%. By the gauge of where the 
goods left Canada and entered the United States, 
65.8% of Canadian merchandise exports to the 
US traversed the border from an Ontario border 
crossing and a further 11.0% from a Québec 
border crossing. 

The last column of Table 1 establishes a simple 
relationship between the shares by Province of 
Origin and by Province of Clearance. If the 
difference between the two is positive 
(that is, the share of the Province of 
Origin less the share of the Province of 
Clearance), then the province produces 
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Table 2 presents a cross-tabulation of export to 
the US by Province of Origin and Province of 
Clearance for 2002. The diagonal (in bold) 
indicates the extent to which goods produced in 

between the two countries. Further, exports 
that take place via mail may be routed to 
regional or national centres and then 
transported across the border from these 
depots. Simple geography also helps to 
influence the pattern of provincial export 
production and border crossing. In the next 
section, the cross-provincial reliance on other 
provinces for clearance of goods is examined. 
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a greater share of goods for export to 
the US than actual goods are cleared 
through the province. Thus, Québec, 
the Atlantic provinces (with the 
exception of New Brunswick), and, 
particularly, Alberta, produce more for 
export to the US than crosses the 
border from their respective provinces. 
On the other hand, the Western 
provinces (except Alberta) and, 
especially, Ontario clear relatively more 
goods from their border crossings than 
they produce for export to the US. 

Of course, there are many reasons why 
goods produced in one province are not Saskatchewan 

exported from that province. For 	Alberta 
example, pipeline exports of oil and gas 

British Columbia 
can only cross the border where the 
pipeline networks cross the border 
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Energy Sector Exports Rise, Mediocre Performance 
Elsewhere 

Exports of Canadian goods and services expanded by 0.5% in the first 
quarter (Figure 1). A 2.4% increase in merchandise exports was offset by a 
11.9% drop in services exports. Imports of goods and services fell by 5.4%, 
reflecting declines in both commodity and services imports. 

Although merchandise exports did expand in the first quarter, increased 
energy expo rts masked deteriorating expo rt  performances in the other goods 
sectors. Price increases in the energy sector, particularly in the price of 
natural gas, resulted in the highest level of quarterly energy exports in the last 
two years (Figure 2). Elsewhere in the economy. export declines were 
especially pronounced for forestry products (down 19.5% or $1.9 billion) and 
industrial goods (down 11.2% or $2.0 billion). Merchandise imports of energy 
products also expanded (up 27.9% or $1.2 billion) and were up for 
agricultural products (9.0% or $0.5 billion), but these gains were more than 
offset by steep declines in imports of machinery and equipment (down 14.1% 
or $4.0 billion) and automotive products (down 7.7% or $1.7 billion). 

Merchandise exports to the US increased slightly, up by 1.0% or $0.9 
billion. in the quarter. Increased merchandise expo rts to the European 
Union (up $2.4 billion) and non-OECD countries (up $1.2 billion) were the 
major factors contributing to the regional gains for merchandise exports in 
the quarter, while goods exports to Japan fell by $0.3 billion and those to 
Other OECD countries declined by $1.7 billion. 

Merchandise imports from the US experienced a substantial decline in the 
quarter , down 6.4% or $4.2 billion. Further abroad, a $0.7 billion increase in 
imports from the EU was insufficient to offset substantive declines in all 
other major markets. 

VVith expo rts growing and imports falling, the Canadian merchandise trade 
balance expanded by $7.6 billion in the quarter. At $5.0 billion the 
merchandise trade balance with the US registered the largest increase. The 
merchandise trade balance with the EU improved by $1.7 billion-entirely 
due to an improvement in the trade balance with the UK. A decline in the 
merchandise trade balance with Other OECD countries (down $1.2 billion) 
was more than offset by improvements in the trade balance with Japan and 
non-OECD countries. 

Services Trade Deficit Worsened 

As noted above, services expo rts fell by 11.9% in the first quarter, primarily 
due to declines in travel (down 19.5% or $900 million), transport services 
(down 20.2% or $644 million) and commercial services. Advances in 
government services exports limited the overall losses (Figure 3). Services 
exports to the US and Japan fell in particular. Services imports also fell in 
the first quarter, but, at 4.7%, the decline in services imports was more 
moderate than the rate of decline in services exports. The most pronounced 
declines were for imports of transport services (down 16.8% or $660 million) 
and for travel services imports (down 5.8% or 276 million). A $140 million 
increase in imports of commercial services was insufficient to offset the 
declines in imports in all other services sectors. 

Because services exports declined at a more rapid rate than services 
imports. the deficit on services trade widened to $8.1 billion in the first 
quarter-up from $7.1 billion in the previous quarter. 

Outward Foreign Direct Investment (FDI) Flows 
Exceed Inward FDI Flows 

Canadian Direct Foreign Investment Abroad (CDIA) was $5.6 billion in the 
fi rst quarter of 2003 - down from $6.7 billion recorded in the first quarter in 
2002. Although the energy and machinery & transport sectors registered 
increases in quarterly flows compared to the same quarter a year earlier, 
declining quarterly flows in the finance & insurance and in the services & 
retailing sectors more than offset these gains. In terms of destination, 
outward flows to the US and the EU increased, but were down for all other 
major markets. 

Foreign Direct Investment  (FOI)  flows into Canada amounted to $3.1 billion 
in the first quarter of 2003 - less than one fifth of the $16.8 billion registered 
in the same quarter a year earlier. Most of the decrease in FDI flows 

Figure 1 -  Canadas  Trade in Goods and Services  

(Billions of Dollars, Annualized) 
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Fi ure 2:  Canadas  Trade b 	Commodit 

First Quarter 2003 over Fourth Quarter 2002 
(Annualized, Percent Change) 
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Fioure 3 -  Canadas  Trade in Services by Type  
First Quarter 2003 over Fourth Quarter 2002 

(Annualized, Percent Change) 
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occurred in the energy and machinery & transport sectors, which were 
down some 90% over the same quarter last year. The reduction in FDI 
flows stemmed from a decline in FDI from the US, which lowered its inflows 
to $1.5 billion in the first quarter of 2003 from $15.5 billion in the same 
quarter the previous year. Only partially offsetting this decline was the re-
establishment of $0.4 billion in FOI  from the UK. which was absent in the 
first quarter of 2002. Overall, outward flows exceeded inward flows in the 
first quarter by $2.6 billion, a reversal of the situation in the same quarter 
the previous year when FDI exceeded CDIA by some $10.1 billion. 

Canada Draws Down on Its Official International 
Reserves 

Canada reduced its official reserves of assets in the first quarter of 2003 by 
$2.7 billion, compared with an $696 million increase recorded in the same 
quarter in 2002. 

a province are physically exported (i.e., cleared 
at the border) from that province. Of note from 

this table is the strong role Ontario plays in 
clearing goods from other provinces, especially 

for goods of Québec origin. This also helps to 
explain why Ontario's share in exports by 
Province of Clearance in Table 1 was 10 
percentage points higher than its share in 

exports by Province of Origin. 

In terms of self-importance of producing and 
exporting goods (i.e., the diagonal entries of 

Table 2), Ontario cleared some 94.4% of its 

exports to the US in 2002 followed by BC 

(72.7%) and Manitoba (71.1%), New Brunswick 

(56.8%) and Quebec (54.9%). The Atlantic 
provinces, with the exception of Newfoundland 8( 
Labrador, favour 
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Table 1: Canadian Expo rts to the United States, Year 2002 
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