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The year 1948 has been marked by the highest levels of
production and external trade in our peacetime history, and by
levels of income and employment which have never been exceeded
at any time. Conditions are good in Canada from every point
of view. _At the same time, the dependence of our domestic
prosperity upon our foreign trade was never more apparent than
during the past year.

In the world at large, the year has been marked by the
efforts of numerous countries to adjust to the changed
circumstances of the postwar world. Courageous and effective
measures toward reconstruction have been particularly notable
in the 'United Kingdom and in Western Burope and yet production
in many fields still lags below the levels that are needed.
Our most serious problems are those that we face abroad, in a
narrow sense in the inability of some of our customers to pay
us hard currency for our exports, in a broader sense in the
changes wrought in recent years on the very structure of world
trade and world finance,

The investment boom in Canada has continued at a high
level during 1948. Twenty percent of our entire national output
is being devoted to capital expenditures on plant, equipment,
housing and construction - a phenomenal figure. Capacity has
been expanded in long-established industries such as motor
vehicles, farm machinery and textiles. New industries have
been successfully established and consolidated as in the case
of synthetic rubber. 1Industries which used to be small have in-

~creased their capacity in recent years to the point where they

are now of first-rate importance; for example, in aluminum,
plastics, chemicals and machine tools.

The discovery and development of new raw materials and
natural resources goes on apace. Canada can look forward with
optimism even into the next century, with the impressive array
of developments that are now in their infancy. Examples are
abundantly at hand in the vast iron ore resources of Quebec and
Labrador, the potential picture of metallic titanium, the
uranium in our Northwest and the new oil fields in Alberta.

Canada has new products to offer to world markets.
Our industry is efficient.and its costs are low. With our .
high standard of living and the increased complexity of our
industry, we wish also to be able to buy more freely in world
markets. In view of Canada's vital interest -in a large and
expanding world trade it is not surprising that this country
has played an important part in various international
conferences dedicated to the reduction of trade barriers
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throughout the world and the formulation of a code of rules

by which the nations could agree to be guided in their
comercial policy. Canada was among the countries represented
at the conference on VWorld Trade and Employment at Havana

which early this year drew up the eharter for an International
Trade Organization. '

This charter has not yebt been ratified by governments bubt
the General Agreement on Tariffs and Trade concluded at Geneva
in 1947 has been in provisional effect since the first of this
year. This agreement incorporates many of the provisions of the
charter regulating the conduct of the nations in international
trade and provides for the reduction of tariffs by all
participating countries. * EBach country negotiated tariff
reductions with each: other country; in all some 100 separate
agreements were concluded. These were consolidated in the
schedules attached to the General Agreement on Tariffs and
Trade and apply to all the countries,

Study of these schedules will indicate that this
agreement: is the most far reaching and comprehensive
multilateral trade agreement ever attempted. The participating
countries accounted before the war for about three-quarters
of the international trade of the whole world and the
concessions enumerated in the schedules apply to »nroducts
representing about two-thirds of thelr import trale or, in
other words, to about one-half of the world's trade. OF
particular importance to Canada are concessions extended by
the United States.

On the basis of prewar trade some 70 per cent of the
dutiable imports into the United States from Canada have been
subject to tariff reduction and it is reported that the United
States tariff levels are now lower than they have been for
twenty-f ive years: In spite of these steps, Canadian trade
relationships with the United States have by no means
approached a satisfactory equilibrium even yet.

Rapid growth of industry has led Canada to a position
of increased importance in the world in recent years.  Along
with this has come an unavoidably increased measure of
responsibility. Uhen we take note of what the prewar systen
of multilateral world trade and finance meant to the
development of this country it is clear why it has been in
our national interest to contribute in every possible way to
the réconstruction of a viable world trading community. On
a per capita basis Canada takes second place to no other
country in the amount of financial and mabterial support we
have extended to the war-torn countries.

At the present time, our exports to Britain and Western
Europe are being maintained at a high level through the mediunm
of the BEuropean Recovery Frogramme, in which we are cooperating
with the United States. Of the total authorizations for
exports under this programme, which exceeded $4 billion by
the middle of December, 15 per cent have been for purchases
of Canadian goods. These have accounted for 40 per cent of all
authorizations outside the United States.

Before the war the United Kingdom and the other countries
of Western Burope handled nearly half of the world's total trade.
Their relationships to one another were of central- importance
to the international mechanism of multilateral payments, It is
clear that Burope's prewar ability to buy from us was predicated
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on a high level of multilateral world trade. Iuch of the
prewar world trade will not be reconstructed for a long Time
if ever, and it has become necessary %0 seek new channels of
trade and new commodities of trade in many instances.

If Western Europe can do no better in future than to
balance .its trade with North America, then our exports in that
direction will be restricted by comparison with prewar when the
countries of Western Europe, including the United Kingdom, were
in a position to purchase more from us than they sold to us.

When this point is thoroughly understood, it becomes clear why
Canada has as great an interest as any counbry in the world today
in the eventual reconstitution of a system of mulbilateral trade.

All that we have done to Teestablish our exbtermal trade
on a sound basis is merely a beginning. Much still remains.
Canada is by far the most important customer the United States
has amongst all the countries of the world. There is-a
fundamental lack of balance between our two great lorth
American countries, however, which reached the point vhere
Canada was buying twice as much from the United States as she
sold there. This disecrepancy is matched by an American tariff
which is much more effective in exeluding Canadian goods than
our tariff is in excluding American goods. If Canadian-imerican
trade is to continue at its present high level, it is of
fundamental importance %to Canada and also, I believe, to the
United States, to establish lower tariffs and a more flexible
administration of tariffs. These obstacles are at present
cutting at the very foundation of trade between our two countries.

For a time after the war it was possible to finance our
imports of goods from the United States by using our
accunulated reserves of gold and U,S, dollars to supplement
our current U.S, dollar earnings from exports. The magnitude
of this drain can be readily gauged from the fact that during
1947 our reserves of gold and U,S, dollars were reduced to a
low level of about $500 million, In these circumstances, the
Government's emergency import conbtrol programme was announced
about a year ago. what have we been able to achieve thus far?

By these means, our commodity trade with the United States
has been brought for the present to an approximate balance. In
the first ten months of 1948 our imports from the United
States have been reduced by about %173 millions in comparison
with the same period of 1947. Much more important, our
exports to the United States have been increased by more than
350 millions during the same period, and the situation will
be even more improved by the end of the year. This programme
has a restrictive side, as we all know, in prohibiting the
importation of certain goods from the United States which are
much in demand in Canada. The kovernment was able in Decenber
to announce an encouraging increase in our gold and U,S.
dollar reserves and the removal of some of the restrictions.

It is to be hoped that the remaining restrictions may be
dispensed with before too long in a satifactory trade equi-
librium with the United States.

The dollar saving prograrme also has a constructive side
which is of greater long-run importance. We have directed
scarce materials to industries whose development will save
dollars and to other export industries which will earn dollars.
There has been a tremendous expansion of plant and equipment
in basic industries vwhich give us augmented and Dbetter
articulated industrial capacity. Our most serious shortage on
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industry was expanded by 60 per cent during the war., Along

with the growth of ocur trade to the point where we are now the
third largest exporter in the world, has gone an increase in

the amount of our processing and manufacturing of Canadian raw

materials.

The Canadian Intemational Trade Fair has been sponsored t
by the Canadian Government as a contribution towards the
restoration of multilateral world trade. Products of some

1,450 manufacturers fronm 28 different .countries were on display.

A large number of the products came from foreign countries.

The Trade Fair will be held agein in Yoronto next year, from liay

30 to June 10, and every effort is being made to attract an even
greater number of dbuyers, especially fron the dollar countries,

de in Canade have achieved a level of naterial well-
being vhich ray well be regarded with envy by a large part of
the outside world. &t the present time the demand for our
produc ts remains strong, at home and abroad. Our great nrimary
industries, the farms, the forests and the mines, remain as the
solid core of owr naticnal econony. e are fortunate that
added Imvetus has been given in recent years te the develodment
of numerous industries founded on the abundance and availability
of our owm Canadian raw materials. At the beginning of 1949 ve
-look forward from strong ground towards difficult problems which
wve are well equipped to faces
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