S, Ty

i iable
Since the Korean war there has been an’gpparently‘lnsgt}a |
gemand with generally high prices for nickel and.alum;nlgm”:giets
more recently copper, Nor is this all; when agr;cultura. gt_
began to sag off a few years ago we began to enjoy the fl; 2
fruits of some of our long-period resource development. i
a few million dollars a year, iron ore expgrts haye grown. o)
over $100 million. In spite of phe eéxceptional rise in q}l’_g_
consumption in Canada, the prair1e~dlscoveries have enabled.gs
to hold fuel imports;at a level only a little over 1950‘19Vb ’
and at the same time provide exports -- which were negllglbleum
before 1955 -- at a current rate of over $100 million per anntaﬁt
And uranium production is only on the verge of assuming impor
proportions.

Our rising current account deficits are therefore
wholly due to a greater rise in imports than in exports, Our
imports are running 70 per cent higher than in 1950, with prac-
tically all the increase due to increased volume rather; than
price. The basic cause of the rise in imports is the intenSi}_tyts
of demand for investment and other purposes. The physical llmi.vely
©f. productive capacity are quickly reached in a small and relatl

The principal increases in our imports can be directly
traced to the investment boom. A commodity classification of it
imports by purpose which has recently become available shows th
between the first half of 1955 and the first half of 1956, when
our total imports went up by almost 30 per cent, imports of
investment goods rose by as much as 43 per cent while consumeris
goods were up only 18 per cent., This distribution of imports
gratifying, of course, because it means that the bulk of the the
large increase in imports has gone to broaden the structure of
Canadian economy and provide for increased output in the future-

I would now like to comment briefly on the other ?ide
of the medal, i.e. the financial couhterpart to these deficits
our net capital imports. There is an unavoidable tendency to

yments in personal terms, If a perso® |

to scrounge up cash along the routes
At all events, he has to make some formal provision for his

f payments in a free economy like te
nned programme. It is the aggreg?

v

e : At which acgompany' a current account
deficit occur side by side with the current transactions.

In the case of Canada a ver
inflow takes the form of direct inves
amounted to over $2, 30
~net long-term inflow.
operation, but a dynami
is taken abroad rather
it skill, technical kno
the very large pools of

y large ®hare of the Capi:zl
tment. Since 1950 this hal

O million or about two thirds of the tot |
Direct investment is not a debt sett}igf

¢ independent development. The initiabl,
than in Canada, and it often carries Wi

w-how, market connections and access tots :

money required to finance major PTOjecuently
under modern conditions. Capital investment of this type fred l
vakes the form of imports of capital equipment, machinery, €tCe’ 3
to be used in a Canadian project., Direct investment should acco?
therefore be regarded, in a sense, as a cause of the current '
deficit rather than as a means of covering it.



