
9. Conclusions

Although Canada-EU trade is flot a large proportion of Canada's tracte, the direct effeots of
EMU will be felt by Canadian companies, particuiarly if the single currency becomes a world trading
currency outside the EU. lndeed, the consensus is now leaning towards the view that the introduction
of the single currency will cause considerable changes in certain aspects of world trade. These
changes will likely be in terms 0f:

* an increase in intra-EU Member State trade;
* a reduction in trade with third countries outside the EU;
* a significant change in the pattern of world trade invoicing; and

Other factors will also influence the level of exports to the EU from countries outside EU,
notably:

* the level of exchange rate volatiity for externat currencies versus the single currency;
* the configuration within the EU of those Member States participating in EMU, versus

those Member States that do not qualify or that decide to remain outside of EMU;
* emergent trends in intra-industry tracte;
* cornpetitiveness effects from the elimination of currency conversion costs for those

exporters that are aiready in the EU, putting exporters in countries outside the EU at
disadvantage;

* the possible one-time discrete jurnp in exchange rates when the European Council
decides on the flxed conversion rates between participating EU currencies; and

* the effeots of a restructuring of financial markets in the EU, whicti should increase
liquidity and increase competition in the European financial services sector, thereby
reducing transaction costs.

For Canada, the foliowing specific issues need to be monitored and addressed where needed:


