
Canada's balance of international payments,
fourth quarter 2018
Released at 8:30 a.m. Eastern time in The Daily, Thursday, February 28, 2019

Canada's current account deficit (on a seasonally adjusted basis) expanded by $5.4 billion in the fourth quarter to
$15.5 billion. This increase reflected a higher trade in goods and services deficit, which was moderated by a lower
investment income deficit.

The deficit on trade in goods and services rose by $6.1 billion. Exports were down by $7.3 billion to $175.1 billion,
mainly on lower sales of energy products. This reflects a sharp decline in energy prices, which were down 22% in
the quarter. Imports of goods and services declined by $1.1 billion to $188.5 billion. The deficit on primary income
was reduced by $0.7 billion to $1.5 billion. Revenues earned by Canadians investors on their foreign assets were
up in the quarter.
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Source(s): Table 36-10-0018-01.

Inflows of funds from abroad to finance the current account deficit mainly came from transactions in currency and
deposits. These transactions generated a net inflow of $38.6 billion, as non-residents significantly increased their
holdings of currency and deposits in Canada.

Direct investment generated a net inflow of funds totalling $3.9 billion, as direct investment in Canada exceeded
direct investment abroad for the first time in three quarters. These inflows of funds were partially offset by a strong
decline in foreign holdings of Canadian debt securities.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001801
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In 2018, the current account deficit narrowed by $1.4 billion to $58.7 billion, the lowest deficit in four years. The
trade in goods deficit declined by $3.1 billion, while the investment income deficit increased by $2.3 billion. The
current account deficit has now declined for three consecutive years, from a peak of $70.5 billion in 2015.

Current account

Trade in goods deficit up sharply in the fourth quarter

After reaching a record $152.2 billion in the third quarter, exports of goods were down by $7.8 billion in the fourth
quarter. Energy products accounted for most of the reduction in the value of exports, notably crude petroleum
(down $7.5 billion). Crude petroleum prices declined nearly 50% in the last two months of the quarter. Higher
exports of natural gas moderated the overall reduction in energy product exports.

Imports of goods were down by $1.5 billion in the fourth quarter. Energy products, basic and industrial chemical,
plastic and rubber products, and motor vehicles and parts all contracted by $0.6 billion. Lower volumes imported
were the main contributor to these decreases, except energy product imports, which declined on lower prices.

The trade in services deficit was down $0.2 billion to $6.2 billion in the fourth quarter, led by a higher commercial
services surplus.

Lower deficit on investment income

The deficit on investment income declined by $0.7 billion to $0.9 billion in the fourth quarter. Profits earned by
residents on their direct investment abroad increased by $1.2 billion to a record $19.0 billion. Meanwhile, profits
earned by non-residents on their direct investment in Canada edged down for a second quarter in a row.

Financial account

Foreign holdings of Canadian securities decline for the first time since the end of 2008

Foreign investors reduced their holdings of Canadian securities by $4.8 billion in the fourth quarter, compared with a
$26.0 billion investment in the previous quarter. Non-residents invested in Canadian shares, but significantly
reduced their holdings of debt securities. This was the first divestment in Canadian securities since the fourth
quarter of 2008.
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Chart 2
Foreign investment in Canadian securities
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Source(s): Table 36-10-0472-01.

Foreign holdings of Canadian bonds were down by a record $12.9 billion in the fourth quarter, led by strong
divestments in December. Retirements of corporate bonds and sales of federal government bonds on the
secondary market contributed the most to the decline. The Canadian dollar depreciated by 4.0 US cents against the
US dollar in the quarter.

Direct investment in Canada exceeds direct investment abroad

Direct investment in Canada totalled $17.2 billion in the fourth quarter, the highest since the third quarter of 2015.
Equity investments made by foreign parents in Canadian affiliates accounted for all of the activity in the quarter.
Overall, direct investment in Canada was primarily from the United States and, to a lesser extent, France. Mergers
and acquisitions activity totalled $5.9 billion, entirely on transactions from countries other than the United States.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047201
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Chart 3
Foreign direct investment
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Direct investment abroad slowed to $13.3 billion in the fourth quarter. About three-quarters of this activity was in the
trade and transportation sector. Mergers and acquisitions activity totalled $4.5 billion, down from $17.7 billion in the
third quarter. Canadian acquisitions of foreign firms ($16.0 billion) in the fourth quarter were moderated by sales of
existing interest abroad ($11.4 billion). Issuances of new Canadian shares to non-resident portfolio investors partly
contributed to the financing of the acquisition activity.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047201
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Note to readers

With this release, for the first time, an adjustment to the trade in goods was made to reflect the exports and imports of unlicensed
cannabis. For now, this adjustment covers only the year 2018. For 2018, exports of unlicensed cannabis were estimated at $1.1 billion
while imports of unlicensed cannabis were estimated at $0.3 billion. Changes to previous years will be implemented at the time of the
third quarter release in November 2019. These data will also be implemented back to 1961 in the Canadian income and expenditures
accounts with the fourth quarter of 2018 release. As a result, the Balance of Payments and Income and Expenditures Accounts import
and export data will differ for the period 1961 to 2017. These differences will be minor and will be reconciled with the 2019 third quarter
release of the balance of payments in November 2019. For more information about the methodology to estimate trade of unlicensed
cannabis, see Cannabis Economic Account.

Despite the partial shutdown of the US federal government that ended in January, Statistics Canada was still able to integrate Canada's
exports to the United States for December 2018 in the fourth quarter balance of payments. These data are sourced from the US Census
Bureau. The monthly Canadian international merchandise trade data for December 2018 will be released March 6.

Definitions

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 secondary income
(current transfers).

The current account data in this release are seasonally adjusted. For information on seasonal adjustment, see Seasonally adjusted data
– Frequently asked questions.

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

The financial account covers 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.

Foreign direct investment is presented on an asset-liability principle basis (that is, gross basis) in the financial account. Foreign direct
investment can also be presented on a directional principle basis (that is, net basis), as shown in supplementary foreign direct investment
tables 36-10-0025-01, 36-10-0026-01, and 36-10-0473-01. The difference between the two foreign direct investment conceptual
presentations resides in the classification of reverse investment such as (1) Canadian affiliates' claims on foreign parents and (2)
Canadian parents' liabilities to foreign affiliates. Under the asset/liability presentation, (1) is classified as an asset and included in direct
investment assets, also referred to as direct investment abroad in this text, and (2) is classified as a liability and included in direct
investment liability, also referred to as direct investment in Canada in this text.

For more information on the balance of payments, consult chapter 8, "International accounts," in the User Guide: Canadian System of
Macroeconomic Accounts, available on our website. The chapter also presents the most recent balance of payments statistics.

Real-time table

Real-time table 36-10-0042-01 will be updated on March 11. For more information, see Real-time tables.

Next release

Balance of international payments data for the first quarter will be released on May 30.

https://www150.statcan.gc.ca/n1/pub/13-607-x/2016001/1279-eng.htm
https://www.statcan.gc.ca/eng/dai/btd/sad-faq
https://www150.statcan.gc.ca/n1/pub/13-606-g/2016001/article/14623-eng.htm
http://www.statcan.gc.ca/eng/dai/btd/rct
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Table 1
Balance of payments – Not seasonally adjusted
  Fourth

quarter 2017
First quarter

2018
Second

quarter 2018
Third quarter

2018
Fourth

quarter 2018
2017 2018

    millions of dollars

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

account and current account -11,773 -18,911 -17,545 -11,243 -11,060 -60,206 -58,759
Current account balances -11,773 -18,860 -17,545 -11,243 -11,033 -60,130 -58,681

Goods and services -10,585 -14,141 -14,472 -8,519 -10,006 -50,417 -47,138
Goods -4,493 -5,616 -6,896 -4,538 -4,448 -24,644 -21,497
Services -6,091 -8,525 -7,576 -3,981 -5,559 -25,773 -25,641

Primary income -814 -3,358 -2,664 -2,485 -678 -6,861 -9,185
Compensation of employees -590 -573 -627 -617 -590 -2,354 -2,407
Investment income -224 -2,785 -2,036 -1,869 -88 -4,506 -6,778

Direct investment 6,597 4,709 5,703 5,904 7,761 21,467 24,078
Portfolio investment -6,483 -6,568 -7,019 -7,482 -7,525 -23,445 -28,593
Other investment -338 -925 -721 -291 -325 -2,528 -2,262

Secondary income -375 -1,362 -410 -238 -349 -2,852 -2,358
Capital account balance 0 -51 0 0 -27 -76 -78

 
Financial account1,2              
Net lending / net borrowing, from financial

account -7,227 -17,068 -18,651 -6,333 -6,869 -52,390 -48,922
Net acquisition of financial assets 116,797 -4,740 32,085 56,297 72,645 229,303 156,286

Direct investment assets 24,065 7,168 24,196 25,745 13,336 107,013 70,444
Direct investment assets, equity 22,453 9,077 14,784 26,875 11,280 106,016 62,016
Direct investment assets, debt instruments 1,612 -1,909 9,412 -1,130 2,056 997 8,429

Canadian portfolio investment in foreign
securities 33,656 16,690 13,432 19,057 8,961 84,657 58,140
Foreign debt securities 4,029 9,080 18,085 18,624 4,587 16,028 50,376

Foreign money market instruments -215 1,376 -1,399 1,428 883 3,765 2,289
Foreign bonds 4,244 7,704 19,484 17,196 3,703 12,263 48,087

Foreign equity and investment fund shares 29,627 7,610 -4,653 433 4,375 68,629 7,764
Official international reserves 2,669 -5,101 178 -567 3,486 1,053 -2,004
Other Canadian investment abroad 56,408 -23,497 -5,722 12,062 46,862 36,579 29,705

Loans 18,694 8,278 2,399 482 28,023 19,864 39,182
Currency and deposits 29,812 -20,074 2,488 14,277 19,284 6,459 15,975
Trade credits and advances -30 -257 460 173 -67 712 309
Other accounts receivable 7,933 -11,444 -11,069 -2,870 -378 9,544 -25,761

Net incurrence of liabilities 124,024 12,328 50,736 62,630 79,514 281,693 205,208
Direct investment liabilities 10,254 16,046 14,258 8,909 17,199 35,649 56,411

Direct investment liabilities, equity 11,025 13,082 11,202 10,004 18,059 38,285 52,346
Direct investment liabilities, debt instruments -772 2,964 3,056 -1,095 -860 -2,636 4,065

Foreign portfolio investment in Canadian
securities 44,541 21,951 26,426 26,008 -4,815 189,166 69,570
Canadian debt securities 39,155 16,192 25,652 16,455 -16,276 132,616 42,023

Canadian money market instruments -3,814 15,410 -5,718 11,461 -3,399 -12,097 17,755
Canadian bonds 42,968 782 31,370 4,994 -12,878 144,713 24,268

Canadian equity and investment fund shares 5,387 5,759 773 9,553 11,461 56,550 27,546
Other foreign investment in Canada 69,229 -25,669 10,052 27,713 67,130 56,878 79,227

Loans 8,203 1,107 2,249 8,355 8,113 12,716 19,824
Currency and deposits 58,758 -28,461 4,815 16,894 57,841 40,150 51,089
Special drawing rights 0 0 0 0 0 0 0
Trade credits and advances 359 15 666 542 455 224 1,677
Other accounts payable 1,909 1,671 2,322 1,922 721 3,788 6,637

 
Discrepancy (net errors and omissions) 4,546 1,843 -1,106 4,909 4,191 7,816 9,837

1. Transactions are recorded on a net basis.
2. In the financial account, a positive value denotes an increase in investment and a negative value denotes a decrease in investment.
Source(s): Tables 36-10-0016-01, 36-10-0014-01, 36-10-0472-01 and 36-10-0471-01.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001601
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047201
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Table 2
Current account – Seasonally adjusted
  Fourth quarter

2017
First quarter

2018
Second quarter

2018
Third quarter

2018
Fourth quarter

2018
2017 2018

    millions of dollars

Current account receipts 201,720 204,318 213,867 219,164 213,671 793,720 851,020
Goods and services 166,626 169,921 178,723 182,352 175,099 663,677 706,094

Goods 137,681 140,195 148,783 152,183 144,424 549,476 585,584
Services 28,944 29,726 29,940 30,169 30,675 114,201 120,511

Travel 6,870 6,944 7,052 7,068 7,359 26,381 28,423
Transportation 4,286 4,359 4,455 4,518 4,427 17,028 17,758
Commercial services 17,392 18,023 18,039 18,186 18,490 69,205 72,738
Government services 396 400 395 397 400 1,586 1,591

Primary income 31,925 31,072 31,738 33,436 34,902 117,558 131,148
Compensation of employees 427 431 441 443 441 1,721 1,756
Investment income 31,498 30,642 31,297 32,992 34,461 115,837 129,392

Direct investment 19,966 19,031 18,910 19,688 20,700 70,963 78,328
Interest 2,030 1,801 1,809 1,860 1,704 7,512 7,174
Profits 17,937 17,230 17,101 17,828 18,995 63,451 71,154

Portfolio investment 8,327 8,345 8,655 8,798 8,905 33,099 34,703
Interest on debt securities 2,879 2,888 3,084 3,189 3,268 11,496 12,429
Dividends on equity and investment fund shares 5,447 5,457 5,571 5,609 5,637 21,603 22,274

Other investment 3,205 3,266 3,731 4,506 4,857 11,775 16,360
Secondary income 3,169 3,325 3,407 3,377 3,670 12,485 13,778

Private transfers 1,040 958 940 985 951 4,086 3,835
Government transfers 2,129 2,366 2,467 2,391 2,719 8,399 9,944

 
Current account payments 217,994 221,559 229,716 229,272 229,154 853,850 909,701
Goods and services 180,783 184,307 190,795 189,639 188,492 714,094 753,232

Goods 145,037 148,486 153,818 153,131 151,645 574,120 607,080
Services 35,745 35,821 36,977 36,508 36,846 139,974 146,152

Travel 10,594 10,760 10,826 10,638 10,862 41,326 43,086
Transportation 7,346 7,573 7,914 7,987 8,017 28,715 31,491
Commercial services 17,486 17,157 17,906 17,548 17,636 68,667 70,247
Government services 319 330 331 335 332 1,266 1,328

Primary income 33,394 33,321 34,861 35,703 36,447 124,419 140,333
Compensation of employees 1,026 1,039 1,039 1,040 1,045 4,075 4,163
Investment income 32,367 32,282 33,822 34,664 35,402 120,344 136,170

Direct investment 13,776 13,556 13,674 13,571 13,449 49,496 54,251
Interest 809 840 860 875 873 3,402 3,448
Profits 12,967 12,716 12,814 12,696 12,576 46,094 50,803

Portfolio investment 14,912 14,913 15,666 16,218 16,499 56,545 63,296
Interest on debt securities 10,826 10,860 11,488 11,937 12,176 41,474 46,461
Dividends on equity and investment fund shares 4,086 4,053 4,178 4,282 4,323 15,071 16,835

Other investment 3,679 3,813 4,482 4,874 5,454 14,303 18,623
Secondary income 3,818 3,932 4,060 3,930 4,215 15,337 16,136

Private transfers 2,543 2,617 2,640 2,674 2,682 10,064 10,613
Government transfers 1,275 1,315 1,420 1,256 1,533 5,273 5,523

 
Current account balances -16,274 -17,241 -15,849 -10,108 -15,483 -60,130 -58,681
Goods and services -14,157 -14,386 -12,072 -7,287 -13,393 -50,417 -47,138

Goods -7,356 -8,291 -5,035 -949 -7,222 -24,644 -21,497
Services -6,801 -6,095 -7,037 -6,339 -6,171 -25,773 -25,641

Travel -3,724 -3,816 -3,774 -3,569 -3,503 -14,945 -14,662
Transportation -3,060 -3,214 -3,460 -3,470 -3,590 -11,687 -13,733
Commercial services -94 866 133 638 854 539 2,491
Government services 77 70 64 62 68 320 263

Primary income -1,468 -2,248 -3,123 -2,268 -1,545 -6,861 -9,185
Compensation of employees -599 -608 -598 -597 -604 -2,354 -2,407
Investment income -870 -1,640 -2,525 -1,671 -941 -4,506 -6,778

Direct investment 6,190 5,474 5,236 6,117 7,251 21,467 24,078
Interest 1,220 961 949 985 831 4,110 3,726
Profits 4,970 4,514 4,287 5,132 6,419 17,357 20,352

Portfolio investment -6,585 -6,568 -7,010 -7,421 -7,595 -23,445 -28,593
Interest on debt securities -7,947 -7,971 -8,404 -8,748 -8,909 -29,978 -34,032
Dividends on equity and investment fund shares 1,361 1,404 1,394 1,327 1,314 6,533 5,439

Other investment -474 -547 -750 -368 -597 -2,528 -2,262
Secondary income -649 -607 -654 -553 -545 -2,852 -2,358

Private transfers -1,503 -1,659 -1,700 -1,689 -1,731 -5,979 -6,779
Government transfers 854 1,052 1,047 1,136 1,186 3,126 4,421

Source(s): Tables 36-10-0018-01, 36-10-0014-01 and 36-10-0002-01.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001801
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001401
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Available tables: 36-10-0002-01, 36-10-0003-01, 36-10-0014-01, 36-10-0016-01, 36-10-0018-01
to 36-10-0021-01 , 36-10-0023-01 to 36-10-0027-01 , 36-10-0442-01 and 36-10-0471-01 to 36-10-0473-01 .

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

The updated Canada and the World Statistics Hub (13-609-X) is available online. This product illustrates the
nature and extent of Canada's economic and financial relationship with the world using interactive graphs and
tables. This product provides easy access to information on trade, investment, employment and travel
between Canada and a number of countries, including the United States, the United Kingdom, Mexico, China
and Japan.

The Methodological Guide: Canadian System of Macroeconomic Accounts (13-607-X) is available.

The User Guide: Canadian System of Macroeconomic Accounts (13-606-G) is also available. This publication
will be updated to maintain its relevance.

For more information, contact us (toll-free 1-800-263-1136; 514-283-8300;
STATCAN.infostats-infostats.STATCAN@canada.ca).

To enquire about the concepts, methods or data quality of this release, contact Denis Caron (613-808-2278;
denis.caron@canada.ca), International Accounts and Trade Division.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001601
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000301
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001801
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610002101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610044201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610002301
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610002701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047301
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1537
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1535
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1534
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1536
http://www.statcan.gc.ca/eng/stathub
https://www150.statcan.gc.ca/en/catalogue/13-609-X
https://www150.statcan.gc.ca/en/catalogue/13-607-X
https://www150.statcan.gc.ca/en/catalogue/13-606-G
mailto:STATCAN.infostats-infostats.STATCAN@canada.ca
mailto:denis.caron@canada.ca

