U.S. SERVICES EXPORTS TO CANADA
1987, By Percentage, In Billions of U.S. Dollars

U.S. Govt. Receipts .2% ($.04)

Travel 18.5% ($3.9)

Other Transportation 4.4% (S.9)

Royalties & License Fees! 3% ($.6)

Other Private Services2 10.2% ($2.1)

U.S. Govt. Services .3% ($.06)

Other Income
from Assets 30.1% ($6.3)

Income from Direct
Investment 33.2% ($6.9)

Total U.S. services exports to
Canada: (U.S.) $20.8 billion

!Payments for use or sale of intangible property rights, including patents, industrial processes,
trademarks, copyrights, franchises, designs, know-how, formulas, techniques and manufacturing

rights.

2Direct investment services including fees for management, professional and technical services, charges
for use of tangible property, film and television tape rentals and all other charges and fees.

Source: U.S. Department of Commerce

service industries in areas such as:
agriculture and forestry, mining,
construction, distributive trade, insur-
ance and real estate, a wide range of
commercial activities, computers and
enhanced telecommunications, and
tourism. Transportation services are
not included in the agreement and fi-
nancial services are treated separately.

® Simplify procedures for temporary -
entry by business persons, including
professionals, traders and investors,
and intra-company transferees.

Canada is already a large and dynamic
market for services sold by U.S. firms.
In 1987, the United States sold Canada
(U.S.)$20.8 billion worth of services
and bought $9.3 billion. As the Free
Trade Agreement is implemented, there
will be even greater trade opportunities
for service industries on both sides of
the border.

Financial Services

Under the Free Trade Agreement,
Canada and the United States have
agreed to relax certain regulations in
order to provide financial institutions,
securities firms and investors with
significantly greater opportunities to
do business on both sides of the bor-
der. The agreement will provide the
following benefits:

® U.S. firms and investors are ex-
empted from some aspects of the
Canadian federal government regula-
tion barring any single non-resident
from acquiring more than 10 percent of
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the shares or any combination of non-
residents from acquiring more than 25
percent of the shares of federally regu-
lated Canadian-controlled financial
institutions other than banks;

® U.S. bank subsidiaries in Canada
will be exempted from the current 16-
percent asset ceiling on the size of the
foreign bank sector.

bInvestment

Cross-border investments have created
new wealth and new jobs in Canada
and the United States. The Free Trade
Agreement establishes a fair and pre-
dictable investment climate so that
investment will flow more freely in the
future.

Under the agreement, Canada and
the United States will, in general,
ensure that future regulations treat
Canadian investors in the United
States and American investors in Can-
ada no differently than domestic
investors. The governments will have
some flexibility in applying this na-
tional treatment principle, in that
existing laws, policies and practices in
both countries which differentiate be-
tween foreign and domestic investors
are grandfathered. Canada will con-
tinue to review foreign investment and
has agreed to phase in more liber-
alized rules on the acquisition of
existing Canadian businesses by U.S.
investors.
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