
Investments Maintain Adverse Balance
Flow of Capital Into Canada From The United States Must b. Accompanied by Imports-
Exchange Rates'Not Only Factor ini Conti-oliIng Trade-Enormous Balance Against
Canada Almost Entirely Offset by Investments-Must Ultlmately be Repaid by E:Fports,

By " STATISTICIAN.Y

T DE influence of the rapidly increasing investments of&American capital in Canada in eweling importa fi-gm
the United States la almoat entirely overlooked in the volu-
minous diacusaion on the balance of trade and t-he rate of
exeliange between the two countries. On every hand the
advice ie "Cut doNn imports fa-gm the United States"; but
thoee wbo recommend t-hie -as a general specific seemn te for-
get that the financial relations t-bat have been establlshed
between the two countries are pewerfully atimulatlng Imiporta
from the eouth. The et-rong inftow of American capital la
rlghtly vlewed withl satisfaction; but the accompanîrnent of
t-bis la high imhperts, since a portion of this new capital muet
enter in the tomr of commodities. This explais t-he purzllng
situation presented by continued highi importa from the
United States la spite of t-be fact that the demand for much
t-bat wa8 lniported during t-he war hias fallen off.

Imipoit8 Mue§t Accompany ln'estzments
lIt is quite believable that many t-bing. aire being impoi-ted

fi-on t-be United States whjch Canadians could very welIl do
wit-hout, and it is in t-he public intereat t-bat these import--
tions alaould b. a-educed as much as possible. But wlth t-le
grawing dependence of Canada on thbe republic for f resh
capital, which, juat now, la this country's 111e blood, and
wblch if denied ber would retard ber dlevelopment,-it new
seems t-a bé quit. out ef the. ques4tion te expect fer a while
imports t-o undai-go a inarked reduction. Fer whule, on thbe
one hand, there, la a slackening in t-he demand for Soine
producta, there la, on t-be other band, a growlng demand
for Ainerican capital. 0f course not ail of t-bis entersa t-he
forni of products, but a portion et it muet.

The buge t-rade balances t-bat the. United St-at-es ba&
been piling up against thia count , Y have bee(n one of t-he
most striking teatures ef the Canadian trade situation during
thbe last dacade,. It ie true t-bat with overacas commerce
very mucli interrupted during t-he war perled Canada was
compelled to buy fromn the United States inany things tbatsfie had formerly drawn froin acrosa t-ha seas. It le alse
t-Tue t-bat t-he imperative necesaity of drawving tram t-b.
republic huge quantities of a-aw matai-ls te ha uaed in t-be
manufacture of maunitions did much to inecease gi-eat-ly li-
ports therefrom. But it la alsa ta b. observed that, aine
1918, when these inmpoi-ts began te increase rapidly, thr. total
investment of Amerlean capital has, accordlng te thbe best
etimates, been increased by over 250 per cent., going from
$600,000,000 te $1,600,000,000.

lavestynents Nearly Equal Trade Balance
In t-bis cennection it wlll b. of interest t-o note that

covering the period of the last fiv. fiscal years, t-he agg-re-
gate of Unit-ed States' trade balances against Canada la
$1,257,464,903; and t-bat during this t-li. t-be inveetments
of American capital in thie country have býeen increased by
approximately $1,000,000,000. It le not contended that thbe

necw investinentis during the period, ment-ioned account for
tour-fitths of t-be foregoing aggregate t-rade balances against
this count-ry; but the conclusion la that the whole of t-bis
total lias not been due'entii-ely t-o t-le mere inci-eaaed demand
for conunodities resulting from greater prosperity and ex-
pressing it-seif ln increased purcliasing power.

One ot t-ha most aurpising feat-ures et the t-rade ot thie
t-wo counti-ice since, thbe signing et the armistice has been
the extent t-e which imports tron t-le United States have held
their own, It la t-rue that during the fiscal year 1919 t-bey
declined $45,000,000; but whven it is i-ecalled t-bat t-he value
of articles for the. ariny and navy alona di-opped te the
ext-cnt of $82,000,000 wvithin t-le year, the \ynder la t-bat t-be
decline in the aggi-egate importa was so slirlt.

Coemlng te t-be present fiscal year it le found t-bat during
tlie firast eighit mont-bs imports from t-le United States
decreased by $23,361,105; but on importations for t-le aa-my
and navy, as compared wit-h t-hose for t-le same period of
the precedlng year, t-ler. was a falling off of ne less t-han
$37.000,000. Sv t-bat during t-he last twventy mont-bs t-be
decline in t-he value et American importa trom the bigbest
point la t-le histai-y of trade bet-ween t-be t-wo count-ries lias
been equal ta ne amore t-han two-t-blrds of that represented
alone by t-be falling off of importations for t-ha army and
navy. Ho-w la it t-bat wit-h grreatly reduced importa of sup-
plies ot a military and naval nature and of ot-her supplibis
reqluired for the manufacture of munitions, imports have been
so buoyant? Higlier prices do not supply the explanation.
The undeubted t-ruth la that t-be higli level lias been main-
tained t-brough t-le streng-th imparted by the i-apid infiow of
capital fi-gm t-be United States.

Not Reduced by Exchange Rates

T'h. mevement nia y b. t-eated in another way, and t-bat
b)y t-be effect et t-be adverse rate et exdxange on impor~ts
fi-cm t-he United States. Foi- sevan Or vight months t-hie
factor lias been strengly manifesting lt-self, and, under erdin-
ai-y conditions, sbeuld have mat-erlally checkcd the importa-
tion ef gooda fi-gm thbe southl. Has it doue so? l'le t-rade
ret-urns do net sho-w it-; for, as bas already been pointed out,
t-be decline in t-be value of imports during t-be eight mentJi
ending November 30th was not equal te more t-han twvo-thirds
of t-le decline la t-be value of imperts ot articles for thbe
army snd navy. Save in t-bis one lina, Canada is undoubt-
edly limpoiIng mere to-day trom t-be Unitad States than ah.
did during t-b. beiglt et t-be war period, when raw and semi-
manufactured mat-arials were, pouriag ln te b., la tuin,
werked up into war mat-erials. Upon t-bis tide of imports
the adverse rate et excbhanga bas, apparently, had ne appre-
ciable effact. Undoubtedly t-be combined influences of a i-e-
duced demand for materials requlred la thbe production of
munitions and t-le adverse rata et exdxange would have i-e-
duced imports very considerably, had it not been for the
st-ronger contrai-y influence set la operation by t-b. rising


