
2. Recent Canada-EU Trade Trends

2.1 Canada-EU Merchandise Trade

Sinoe the advent of the North American Free Trade Agreement (NAFTA), trade with Europe
has declined in importance, both strategically and economically. While the underlying economnic logicof the 1980s and 1990s has been to form regional trading blocs, in Canada's case this has
undoubtedly resulted in trade creation with the US, but has increased Canada's dependency on this
trade. The Govemment of Canada has been attempting to develop trade with Asian countries (with,for example, Team Canada visits), and coupled with the rapid growth in these countries trade with thisregion has now surpassed that of Europe. Nevertheless, after the US and Asia, Europe is stili of
strategic importance for Canada, and particularly for Central and Eastern Canada. Also, it should be
noted that although the EU is the third most important Canadian trading partner after the US and Asia,in the US, the ordering for Asia and Europe is reversed, with the EU the second most important tradingpartner after Asia. The trends in the trade statistics for Canada-EU trade fiows are clearly important
so an analysis of the statistics is now be presented.

Table 2.1 shows summary statistics for the evolution of Canadian-EU trade in geods over theperiod 1980-96. The table includes countries that were members of the EU in each year, s0 the tradestatistics represent the trade for a growing number of countries over Urne. The most immediately
obvious trend has been the deterloration in the trade balance over the peried as a whole, but with twodefinite phases. In the period 1980-88, the trade balance deteriorated almest consistently year-en-
year. From 1989-92, the trade balance then showed an improving trend, followed by a rapid
deterioration from 1993-96.
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