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Canada's current account deficit (on a seasonally adjusted basis) increased $0.5 billion to $18.9 billion in the third
quarter, as the deficit on trade in goods expanded further. This increase was attributable to a larger decline in
exports than imports.

Chart 1
Foreign investment in Canadian securities and current account balance

In the financial account (unadjusted for seasonal variation), non-resident investors added Canadian securities to
their holdings for a 15th straight quarter, a period largely coinciding with the re-emergence of Canada's current
account deficit. However, stronger Canadian direct investment abroad moderated the overall net inflow of funds to
the Canadian economy over the quarter.

Current account

Deficit on goods increases further

The balance on trade in goods posted a $4.8 billion deficit in the third quarter, following a $3.6 billion deficit in the
previous quarter. Exports were down with reductions in a number of commodities in the quarter, led by energy.
Canada's trade surplus with the United States declined $0.6 billion, as exports were down $2.4 billion and imports
were down $1.8 billion.
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Chart 2
Current account balances

Total exports of goods were down $3.7 billion to $112.7 billion. This marked the third consecutive quarterly
reduction in the value of goods exported. Each of the 13 principal categories of goods either declined or was
unchanged in the third quarter. Exports of energy products were down $1.6 billion, on lower volumes of crude
petroleum and refined petroleum products. Notable reductions were posted by consumer goods (-$0.6 billion), as a
result of reduced volumes, and by industrial chemical products (-$0.4 billion), as a result of lower prices.

Imports of goods declined $2.5 billion in the third quarter, following the high set in the previous quarter. Motor
vehicles and parts fell $0.7 billion and energy products declined $0.5 billion. Motor vehicles and parts imports
reflected lower volumes and prices, while energy product imports were reduced by lower prices. Except for farm,
fishing and food products, other major import categories were either lower or unchanged in the quarter.
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Chart 3
Goods balances by geographic area

Deficit for trade in services reaches a new high

The deficit on trade in services widened $0.3 billion in the third quarter to a high of $6.3 billion, just above the
previous high set in the second quarter of 2011. The deficit on transportation services increased $0.3 billion in the
third quarter, as payments on water and air transport increased and receipts on water and air transport decreased.
The international travel deficit narrowed $0.1 billion to $4.6 billion. That deficit was supported by sustained strong
expenditure by Canadians travelling in the United States. The surplus on trade in commercial services edged down
in the quarter on lower imports and exports.

Investment income deficit narrows

The deficit on investment income fell $1.2 billion in the third quarter to $6.3 billion. Income of Canadian direct
investors was up $0.4 billion, mainly on higher undistributed earnings on foreign operations. Interest and dividends
received by Canadians on their investment in foreign securities were up slightly. Income accruing to non-residents
on their direct investment in Canada was down $0.7 billion on lower undistributed profits of their Canadian
subsidiaries. This decline was partly offset by higher dividends received by non-residents on their holdings of
Canadian equity securities.

Financial account

Foreign investors continue to accumulate Canadian securities

Non-residents acquired $28.2 billion of Canadian securities in the third quarter, mainly focused in debt securities.
This acquisition was on par with the level of investment in the last quarter. However, purchases of Canadian
securities by non-residents in the third quarter were partially offset by higher investment in foreign equities by
residents. The third quarter marked the 15th straight quarterly net foreign investment in Canadian securities. Since
the first quarter of 2009, investment from abroad has been primarily focused in Canadian debt securities.
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Chart 4
Foreign investment in Canadian securities

Foreign investment in Canadian bonds was $19.9 billion and was led by Canadian government bonds purchased on
the secondary market, mainly focused in shorter-term instruments. Investment in federal bonds at $9.5 billion was
robust for a fourth straight quarter. Foreign investors purchased $0.9 billion of Canadian paper, down from
$10.2 billion in the second quarter. In particular, non-residents divested Treasury bills in the third quarter, after
acquiring large amounts in the previous quarter.

Non-resident investors added $7.3 billion of Canadian stocks to their holdings, the largest investment since the first
quarter of 2011. Inflows reflected both foreign purchases of Canadian stocks on the secondary market and new
issues of Canadian shares resulting from cross-border merger and acquisition activity. Canadian stock prices were
up 6.2% in the quarter and the Canadian dollar appreciated against its US counterpart.

Canadian investment in foreign securities highest in more than three years

Canadian investment in foreign securities advanced to $8.9 billion in the third quarter, led by equities. Investment in
foreign equities was $6.2 billion and was focused in the US stock market. US stock prices gained 5.8% to reach, by
quarter-end, levels last seen at the end of 2007. This was the largest such activity since the first quarter of 2009, a
period characterized by relatively low stock prices following the financial crisis.

Canadian investors added $2.7 billion of foreign debt securities to their portfolios, mainly US corporate bonds.
Canadian investment in maple bonds was modest in the quarter despite an increase in new issue activity in
September, largely offset by retirements in July.
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Outward direct investment more than double inward direct investment

Canadian direct investment abroad was $19.1 billion in the third quarter, the largest such outflow since the fourth
quarter of 2010. Cross-border mergers and acquisitions accounted for $9.6 billion of the overall outflow after three
quarters of more moderate activity. The finance and insurance sector as well as the holding companies sector
together accounted for half of Canadian direct investment abroad in the quarter.

Chart 5
Canadian direct investment abroad

Foreign direct investment in Canada was virtually unchanged, at $8.4 billion in the third quarter. Earnings reinvested
in Canadian affiliates by foreign direct investors accounted for most of the activity. The bulk of foreign direct
investment in Canada was from European and US investors. Inward mergers and acquisitions activity were
subdued for a second straight quarter.
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Note to readers

The balance of international payments covers all economic transactions between Canadian residents and non-residents in three
accounts: the current account, the capital account, and the financial account.

The current account covers transactions in goods, services, compensation of employees, investment income and current transfers.

The current account data in this release are seasonally adjusted. For more information on seasonal adjustment, see Seasonal
adjustment and identifying economic trends.

The capital account covers capital transfers and transactions in non-produced non-financial assets.

The financial account comprises transactions in financial assets and liabilities.

In principle, a net lending (+) / net borrowing (-) derived from the sum of the current and capital accounts corresponds to a net lending (+)
/ net borrowing (-) derived from the financial account. In practice, as data are compiled from multiple sources, this is rarely the case and
gives rise to measurement error. The discrepancy (net errors and omissions) is the unobserved net inflow or outflow.

The historical revision to the Canadian National Accounts was released in October 2012. Information on Canada's Balance of
International Payments new CANSIM tables and output formats is available on the National economic accounts website. Data in this
current release reflect conceptual, classification and presentational changes related to the historical revision. It also fully integrates the
results of the redesigned quarterly investment survey and methodology updates.

For more information about the balance of payments, consult the "Frequently asked questions" section in the National economic accounts
module of our website. The module also presents the most recent balance of payments statistics.

http://www.statcan.gc.ca/nea-cen/hr2012-rh2012/data-donnees/publications/tables-tableaux/bop-bdp/tab-eng.htm
http://www.statcan.gc.ca/nea-cen/hr2012-rh2012/data-donnees/cansim/tables-tableaux/bop-bdp/c-eng.htm
http://www.statcan.gc.ca/nea-cen/faq-foq/bp-eng.htm
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Table 1
Balance of payments – Not seasonally adjusted
      Third

quarter
2011

  Fourth
quarter

2011

  First
quarter

2012

  Second
quarter

2012

  Third
quarter

2012

  2010   2011

    millions of dollars

Capital account and current account              
Net lending / net borrowing, from capital account

and current account -11,564 -10,469 -18,315 -17,636 -19,106 -60,301 -52,303
Current account balances -11,561 -10,468 -18,311 -17,634 -19,102 -60,175 -52,292

Goods and services -4,606 -1,555 -6,836 -10,280 -11,153 -31,899 -22,110
Goods -516 3,518 899 -3,667 -6,678 -10,776 912
Services -4,090 -5,073 -7,736 -6,613 -4,475 -21,123 -23,022

Primary income -6,194 -8,552 -9,829 -6,840 -7,015 -25,727 -26,723
Compensation of employees -497 -478 -465 -495 -509 -1,718 -1,908
Investment income -5,697 -8,074 -9,364 -6,345 -6,506 -24,008 -24,815

Direct investment -1,043 -2,675 -3,753 -716 -1,043 -4,074 -4,613
Portfolio investment -4,513 -4,874 -5,132 -5,355 -5,533 -18,285 -18,857
Other investment -140 -525 -479 -274 70 -1,649 -1,345

Secondary income -761 -361 -1,646 -514 -934 -2,549 -3,459
Capital account balance -3 -2 -4 -2 -4 -126 -10
Financial account1, 2              
Net lending / net borrowing, from financial

account -10,960 -15,632 -17,016 -12,862 -22,246 -56,844 -57,004
Net acquisition of financial assets 13,029 36,388 10,094 3,310 51,770 96,895 104,604

Canadian direct investment abroad 18,274 16,025 8,580 2,098 19,077 35,770 49,326
Canadian portfolio investment in foreign securities 5,403 7,762 6,447 2,814 8,906 14,453 18,331

Foreign debt securities -2,874 3,795 -3,576 490 2,712 1,063 -7,924
Foreign money market instruments -192 -1,208 -565 -1,205 815 2,442 -2,036
Foreign bonds -2,682 5,003 -3,011 1,695 1,897 -1,379 -5,888

Foreign equity and investment fund shares 8,278 3,967 10,023 2,324 6,195 13,390 26,255
Official international reserves 1,185 3,591 2,965 -2,464 1,073 3,989 8,061
Other Canadian investment abroad -11,833 9,010 -7,898 862 22,714 42,683 28,886

Loans -1,422 5,222 3,356 8,441 19,739 17,330 14,629
Currency and deposits -1,975 -1,255 -9,176 3,797 250 9,952 27,773
Other assets -8,435 5,044 -2,079 -11,376 2,726 15,401 -13,517

Net incurrence of liabilities 23,989 52,020 27,110 16,173 74,016 153,739 161,607
Foreign direct investment in Canada 7,570 3,626 18,413 8,667 8,354 29,963 40,953
Foreign portfolio investment in Canadian

securities 27,938 27,216 6,050 28,504 28,151 113,452 97,335
Canadian debt securities 23,670 22,146 6,705 28,261 20,826 95,256 76,198

Canadian money market instruments 16,238 9,810 -7,759 10,237 889 3,205 32,021
Canadian bonds 7,433 12,335 14,464 18,024 19,936 92,052 44,177

Canadian equity and investment fund shares 4,268 5,070 -656 243 7,325 18,196 21,136
Other foreign investment in Canada -11,519 21,178 2,647 -20,998 37,511 10,324 23,319

Loans -566 6,421 -1,753 -7,703 7,731 -323 -1,213
Currency and deposits -11,033 14,255 4,106 -13,296 29,718 11,125 22,561
Special drawing rights 0 0 0 0 0 0 0
Other liabilities 81 502 294 0 62 -477 1,971

Discrepancy (net errors and omissions) 604 -5,163 1,300 4,773 -3,140 3,457 -4,701

1.  Transactions are recorded on a net basis.
2.  In the financial account, a plus sign denotes an increase in investment and a minus sign denotes a decrease in investment.
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Table 2
Current account – Seasonally adjusted
      Third

quarter 2011

  Fourth
quarter 2011

  First quarter
2012

  Second
quarter 2012

  Third
quarter 2012

  2010   2011

    millions of dollars

Current account receipts 156,182 161,591 158,373 154,864 151,280 554,817 615,948
Goods and services 136,672 141,878 139,367 137,366 133,357 482,335 539,289

Goods 115,712 120,755 118,798 116,483 112,745 403,071 456,518
Services 20,961 21,123 20,569 20,883 20,612 79,264 82,771

Travel 4,210 4,325 4,311 4,278 4,317 16,234 16,624
Transportation 3,629 3,698 3,697 3,598 3,459 12,807 14,294
Commercial services 12,736 12,696 12,149 12,608 12,440 48,554 50,285
Government services 386 403 413 399 396 1,669 1,568

Primary income 17,392 17,303 16,751 15,269 15,768 62,864 67,837
Compensation of employees 288 291 301 303 304 1,259 1,154
Investment income 17,104 17,012 16,450 14,967 15,464 61,606 66,683

Direct investment 10,691 10,870 10,549 9,153 9,521 38,514 42,480
Interest 636 576 722 771 573 2,316 2,246
Profits 10,055 10,295 9,827 8,382 8,948 36,198 40,234

Portfolio investment 5,123 4,756 4,501 4,408 4,567 18,007 18,975
Interest on debt securities 1,233 1,232 1,226 1,207 1,246 5,209 5,088
Dividends on equity and investment fund

shares 3,891 3,524 3,275 3,201 3,321 12,798 13,887
Other investment 1,290 1,385 1,399 1,406 1,376 5,084 5,228

Secondary income 2,117 2,410 2,254 2,228 2,156 9,617 8,822
Private transfers 522 529 573 590 590 2,706 2,180
Government transfers 1,595 1,881 1,681 1,638 1,565 6,911 6,642

Current account payments 167,218 173,882 174,468 173,243 170,190 614,992 668,240
Goods and services 141,302 144,881 145,016 147,001 144,474 514,234 561,399

Goods 114,432 118,260 118,624 120,124 117,581 413,847 455,606
Services 26,870 26,621 26,393 26,878 26,893 100,387 105,793

Travel 8,537 8,414 8,376 9,004 8,960 30,465 32,974
Transportation 6,021 6,044 5,932 5,921 6,075 22,233 23,912
Commercial services 11,992 11,843 11,780 11,649 11,567 46,458 47,627
Government services 320 320 304 304 291 1,230 1,280

Primary income 22,894 25,835 26,269 23,224 22,520 88,591 94,560
Compensation of employees 770 776 783 790 796 2,977 3,062
Investment income 22,124 25,059 25,486 22,434 21,723 85,614 91,498

Direct investment 11,084 13,602 14,148 10,844 10,191 42,588 47,093
Interest 972 976 937 931 928 3,978 3,869
Profits 10,112 12,625 13,211 9,913 9,263 38,610 43,224

Portfolio investment 9,475 9,655 9,620 9,851 10,008 36,293 37,832
Interest on debt securities 6,913 7,087 6,880 6,974 6,987 26,424 27,476
Dividends on equity and investment fund

shares 2,562 2,568 2,739 2,877 3,021 9,869 10,357
Other investment 1,565 1,803 1,718 1,739 1,524 6,733 6,572

Secondary income 3,022 3,166 3,183 3,018 3,195 12,167 12,282
Private transfers 1,678 1,678 1,725 1,731 1,714 6,600 6,746
Government transfers 1,344 1,488 1,458 1,287 1,482 5,567 5,536

Current account balances -11,036 -12,291 -16,095 -18,380 -18,909 -60,175 -52,292
Goods and services -4,629 -3,003 -5,649 -9,635 -11,118 -31,899 -22,110

Goods 1,280 2,495 175 -3,641 -4,837 -10,776 912
Services -5,909 -5,498 -5,824 -5,994 -6,281 -21,123 -23,022

Travel -4,327 -4,089 -4,065 -4,726 -4,644 -14,231 -16,350
Transportation -2,392 -2,345 -2,236 -2,323 -2,616 -9,427 -9,618
Commercial services 744 853 368 960 873 2,095 2,658
Government services 66 84 109 95 106 439 289

Primary income -5,501 -8,532 -9,518 -7,954 -6,752 -25,727 -26,723
Compensation of employees -481 -485 -482 -488 -492 -1,718 -1,908
Investment income -5,020 -8,047 -9,036 -7,467 -6,259 -24,008 -24,815

Direct investment -393 -2,731 -3,600 -1,691 -670 -4,074 -4,613
Interest -336 -401 -216 -160 -355 -1,662 -1,623
Profits -57 -2,331 -3,384 -1,531 -315 -2,412 -2,990

Portfolio investment -4,352 -4,898 -5,118 -5,443 -5,441 -18,285 -18,857
Interest on debt securities -5,680 -5,855 -5,654 -5,767 -5,741 -21,214 -22,388
Dividends on equity and investment fund

shares 1,329 956 536 324 300 2,929 3,531
Other investment -275 -418 -318 -333 -149 -1,649 -1,345

Secondary income -905 -756 -928 -790 -1,040 -2,549 -3,459
Private transfers -1,156 -1,149 -1,151 -1,141 -1,123 -3,893 -4,566
Government transfers 251 393 223 351 84 1,344 1,106
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Available without charge in CANSIM: tables 376-0012, 376-0013, 376-0101 to 376-0108, 376-0121,
376-0122 and 376-0124.

Definitions, data sources and methods: survey numbers 1534, 1535, 1536 and 1537.

The balance of international payments data for the fourth quarter will be released on February 28, 2013.

For more information, contact us (toll-free 1-800-263-1136; infostats@statcan.gc.ca).

To enquire about the concepts, methods or data quality of this release, contact Denis Caron (613-951-1861;
denis.caron@statcan.gc.ca) or Éric Boulay (613-951-1872; eric.boulay@statcan.gc.ca), Balance of Payments
Division.


