
Canada's balance of international payments,
fourth quarter 2020
Released at 8:30 a.m. Eastern time in The Daily, Monday, March 1, 2021

Canada's current account deficit (on a seasonal adjusted basis) narrowed by $3.2 billion in the fourth quarter to
$7.3 billion. This reduction reflected a higher investment income surplus and—to a lesser extent—a lower trade in
goods and services deficit.

Investment income receipts were up in the fourth quarter after three consecutive quarterly reductions, while
payments were down for the fourth quarter in a row. At the same time, the trade in goods deficit edged down but
remained high historically, while the trade in services balance continued to record an unusual surplus position.

In the financial account (unadjusted for seasonal variation), inflows of funds from abroad to finance the current
account deficit came primarily from transactions in currency and deposits. Overall, foreign holdings of these
instruments in Canada increased considerably over the quarter.

Meanwhile, portfolio and direct investment activity both generated a net outflow of funds from the economy. Strong
Canadian acquisitions of foreign shares combined with weak foreign direct investment activity in Canada relative to
Canadian direct investment abroad contributed to the net outflow of funds in the quarter.

Overall for 2020, the COVID-19 pandemic and all related measures put in place to curb its spread and support
Canadian businesses and households had a major impact on balance of payments flows, both in the current and
financial accounts.
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https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001801
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Current account

Goods and services deficit declines, while investment income surplus increases

The deficit in trade in goods and services dropped $421 million to $9.2 billion in the fourth quarter, driven by a lower
trade in goods deficit and a higher trade in services surplus.

Exports of goods were up $3.5 billion to $140.3 billion, mostly on higher trade in metal and non-metallic mineral
products, and in energy products. After rebounding in the third quarter, exports of motor vehicles and parts were
down $2.3 billion. Imports of goods advanced $3.2 billion to $149.8 billion, led by increases in imports of consumer
goods and motor vehicles and parts.

On a geographical basis, the exports and imports of goods with the United States were down in the fourth quarter.
In contrast, exports to countries other than the United States increased by $4.5 billion, with the largest gain
occurring with the United Kingdom, while imports rose $4.6 billion mostly on higher trade with China.

The services surplus edged up $116 million to $285 million and remained in a surplus position for a third straight
quarter. The commercial services surplus increased by $660 million on higher exports of financial services and of
personal, cultural and recreational services. The latter category includes tuition fees paid by international students
taking online training from their home countries.

The increase in the investment income surplus was the main contributor to the lowest current account deficit in the
quarter. The surplus rose $3.0 billion to $4.2 billion, almost entirely as a result of higher profits earned by Canadian
direct investors abroad, as direct investment profits earned by foreigners in Canada edged up slightly.

Chart 2
Goods balances by geographic area
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Source(s): Table 36-10-0019-01.

Financial account

Direct investment in Canada at its lowest level in nine years

Direct investment abroad reached $21.3 billion in the fourth quarter, a level comparable to that observed in the
previous quarter. The investment was largely in the form of equity instruments in foreign affiliates and was mainly
directed to the United States. Mergers and acquisitions activity increased to $6.4 billion, up from a low of $2.3 billion
in the third quarter.

Direct investment in Canada amounted to $2.5 billion in the fourth quarter—the lowest level in nine years.
Cross-border mergers and acquisitions remained low at $1.9 billion. As a result, direct investment generated a net
outflow of funds from the economy of $18.8 billion in the fourth quarter.

Chart 3
Foreign direct investment
 

billions of dollars

0

5

10

15

20

25

30

35

40

45

50

IV
2015

I II
2016

III IV I II
2017

III IV I II
2018

III IV I II
2019

III IV I II
2020

III IV

Direct investment assets Direct investment liabilities

Source(s): Table 36-10-0472-01.

Record Canadian purchases of foreign securities

Canadian investors acquired an unprecedented $42.5 billion of foreign securities in the fourth quarter. This activity
was led by record purchases of foreign—predominantly US—shares, totalling $35.4 billion. US stocks prices, as
measured by the S&P500 composite index, increased 11.7% in the quarter. At the same time, Canadian investors
acquired $7.1 billion of foreign debt securities, mainly corporate instruments.

Foreign investment in Canadian securities was $23.8 billion in the fourth quarter, up from $11.8 billion in the third
quarter. Investors purchased a similar amount of debt and equity securities in the quarter.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047201
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Foreign acquisitions of government debt instruments reached $20.8 billion, following acquisitions totalling
$77.5 billion in the first three quarters of the year. Retirements of corporate bonds denominated in foreign currency
moderated the overall investment activity. Meanwhile, foreign investors added $12.0 billion of Canadian shares to
their holdings—the largest investment since the first quarter of 2019. Canadian stock prices increased 8.1% over
the quarter.

Chart 4
Foreign portfolio investment
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Year 2020

Reduction of the current account deficit in 2020

The current account deficit dropped $4.7 billion to $42.7 billion in 2020. The investment income account was the
major contributor to this decline—its balance moving from a $2.2 billion deficit in 2019 to a $10.1 billion surplus
in 2020. This change was offset in part by a higher trade in goods and services deficit.

Both investment income receipts and payments were down considerably in 2020. Total payments dropped
$31.9 billion (-21.3%), as profits earned by foreign direct investors in Canada decreased substantially. Lower
payments of interest on Canadian debt securities also contributed to this decline, despite much higher foreign
holdings attributable to a decline in borrowing rates and the fact that the Canadian dollar appreciated against the
US dollar. Receipts decreased $19.7 billion (-13.3%) largely on lower profits earned on Canadian direct investment
abroad.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047201
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Exports of goods and services were down $98.7 billion to $638.8 billion in 2020, while imports of goods and
services dropped $91.3 billion to $683.1 billion. As a result, the trade in goods and services deficit reached
$44.3 billion in 2020 compared with $36.9 billion in 2019.

Led by a significant reduction in exports of energy products and of motor vehicles and parts, the trade in goods
deficit increased to a record $36.7 billion in 2020. Although most of the decline in exports occurred in the second
quarter, exports of goods had not yet reached their pre-pandemic levels by the end of the year.

The trade in services balance posted its lowest deficit in 14 years, as imports declined by more than exports. Travel
restrictions significantly dampened travel services and the transport of passengers—two components that usually
post large deficits in the Canadian balance of payments.

Strong foreign investment in Canadian securities in 2020

In the financial account, transactions in securities generated a significant net inflow of funds in 2020. Overall,
foreign investors acquired $127.1 billion of Canadian securities. Foreign purchases in the form of securities issued
by the federal government increased substantially to support Canadian businesses and households affected by the
pandemic, particularly in the first half of the year.

On the other side of the ledger, Canadian investment in foreign securities totalled $40.0 billion in 2020, up from
$33.0 billion in 2019. Investment activity on foreign markets picked up strongly following a record divestment of
$45.1 billion in the first quarter, when the global pandemic intensified and major stock markets posted substantial
losses.

Direct investment activity slowed considerably in 2020. Direct investment in Canada amounted to $34.5 billion,
down from $59.9 billion in 2019 and well below the record of $126.1 billion observed in 2007. Direct investment
abroad reached $67.8 billion in 2020—its lowest level in seven years.
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Note to readers

Revisions

Because of COVID-19-related travel restrictions and border closures, atypical values for non-education-related travel services and the
passenger fares component of transportation services were reported for most of 2020.

To publish coherent estimates of seasonally adjusted values, seasonal factors from 2019 were applied to the unadjusted data for 2020.
Although using 2019 factors allowed for a certain amount of coherence and consistency in the seasonally adjusted estimates, it resulted
in a larger-than-usual discrepancy between the annual seasonally adjusted and unadjusted series that must be reconciled at the end of
the year, as is common practice.

As a result, significant revisions to the seasonally adjusted data were introduced with this release, in particular to exports for the first
quarter of the year. These revisions have created a significant decrease in exports from the fourth quarter of 2019 to the first quarter
of 2020. Data for 2019 will be open for revisions in fall 2021, and seasonal adjustment models may be reviewed at that time.

If this had been a more normal year, under more normal seasonal patterns, this decline would not have been as large. Users should
exercise caution when analyzing quarter-over-quarter movements for seasonally adjusted exports for those two series—especially during
this period—and may wish to augment their analysis with unadjusted data.

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 8. For more information, see Real-time tables.

Next release

Balance of international payments data for the first quarter of 2021 will be released on May 31, 2021.

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 2019
First quarter

2020
Second

quarter 2020
Third quarter

2020
Fourth

quarter 2020
2019 2020

    millions of dollars

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

account and current account -5,312 -15,358 -10,878 -13,850 -2,635 -47,474 -42,721
Current account balances -5,312 -15,310 -10,878 -13,850 -2,635 -47,385 -42,673

Goods and services -4,776 -15,482 -10,022 -13,387 -5,438 -36,871 -44,328
Goods 262 -7,884 -10,341 -12,354 -6,144 -15,361 -36,723
Services -5,038 -7,598 319 -1,033 706 -21,510 -7,605

Primary income -709 2,145 -403 489 3,676 -8,069 5,906
Compensation of employees -1,515 -1,195 -957 -993 -999 -5,865 -4,144
Investment income 806 3,339 554 1,482 4,675 -2,203 10,050

Direct investment 8,800 10,874 7,195 8,330 11,579 28,959 37,978
Portfolio investment -7,030 -7,011 -6,145 -5,773 -5,719 -29,044 -24,649
Other investment -964 -524 -495 -1,075 -1,184 -2,118 -3,279

Secondary income 173 -1,973 -454 -953 -873 -2,445 -4,252
Capital account balance 0 -48 0 0 0 -89 -48

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

account -3,577 -13,889 -13,899 -14,688 -529 -51,160 -43,004
Net acquisition of financial assets 116,354 -31,886 20,036 14,398 204,630 264,716 207,177

Direct investment assets 24,980 8,828 15,876 21,816 21,321 101,127 67,842
Direct investment assets, equity 16,437 10,660 17,662 19,247 18,472 95,506 66,042
Direct investment assets, debt instruments 8,544 -1,832 -1,786 2,569 2,849 5,621 1,800

Canadian portfolio investment in foreign
securities 21,434 -45,101 23,857 18,732 42,477 32,960 39,966
Foreign debt securities 4,101 -10,347 -1,654 6,608 7,055 27,485 1,662

Foreign money market instruments -994 1,678 1,231 -1,779 727 -1,470 1,857
Foreign bonds 5,095 -12,025 -2,885 8,388 6,327 28,955 -195

Foreign equity and investment fund shares 17,333 -34,754 25,512 12,124 35,422 5,475 38,303
Official international reserves -738 -2,470 865 2,121 -1,404 -1,716 -888
Other Canadian investment abroad 70,677 6,857 -20,563 -28,271 142,236 132,345 100,258

Loans 27,723 20,972 -21,612 -24,561 36,284 66,302 11,083
Currency and deposits 4,246 30,784 -853 -22,376 51,749 27,073 59,304
Trade credits and advances 522 -693 -76 539 -97 901 -326
Other accounts receivable 38,187 -44,206 1,978 18,127 54,299 38,069 30,197

Net incurrence of liabilities 119,931 -17,997 33,934 29,085 205,159 315,877 250,181
Direct investment liabilities 10,121 10,477 11,546 10,033 2,482 59,914 34,538

Direct investment liabilities, equity 20,827 8,380 11,782 4,415 3,252 63,129 27,829
Direct investment liabilities, debt instruments -10,706 2,097 -236 5,618 -770 -3,214 6,709

Foreign portfolio investment in Canadian
securities -653 31,668 59,816 11,784 23,793 36,165 127,061
Canadian debt securities 3,246 44,157 80,481 4,661 11,826 38,562 141,125

Canadian money market instruments 7,158 -7,949 12,385 8,035 7,580 4,527 20,052
Canadian bonds -3,912 52,106 68,096 -3,374 4,246 34,035 121,074

Canadian equity and investment fund shares -3,898 -12,488 -20,665 7,122 11,967 -2,397 -14,064
Other foreign investment in Canada 110,462 -60,143 -37,428 7,269 178,884 219,798 88,583

Loans 31,468 -23,870 -4,561 9,073 49,768 60,067 30,410
Currency and deposits 73,687 -38,025 -32,867 -2,280 128,951 147,462 55,779
Special drawing rights 0 0 0 0 0 0 0
Trade credits and advances 2,130 -164 -27 202 -136 2,832 -126
Other accounts payable 3,177 1,917 27 274 301 9,436 2,520

 
Discrepancy (net errors and omissions) 1,735 1,469 -3,020 -838 2,106 -3,687 -283

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

2019
First quarter

2020
Second quarter

2020
Third quarter

2020
Fourth quarter

2020
2019 2020

    millions of dollars

Current account receipts 225,658 210,567 168,889 197,506 204,167 901,998 781,130
Goods and services 182,591 171,540 134,569 164,182 168,464 737,500 638,755

Goods 147,306 139,913 107,080 136,799 140,270 598,167 524,062
Services 35,285 31,627 27,489 27,383 28,194 139,333 114,693

Travel 9,218 5,993 3,532 2,822 2,754 37,167 15,100
Transportation 4,674 4,028 2,915 3,256 3,431 18,576 13,630
Commercial services 20,956 21,172 20,700 20,973 21,683 81,850 84,528
Government services 438 434 343 332 328 1,740 1,436

Primary income 38,667 35,930 30,679 30,045 32,376 149,213 129,029
Compensation of employees 436 399 278 274 271 1,740 1,221
Investment income 38,231 35,531 30,401 29,770 32,105 147,473 127,807

Direct investment 21,950 20,653 15,881 16,662 19,771 85,122 72,967
Interest 1,792 2,043 1,995 1,874 1,923 7,419 7,835
Profits 20,157 18,610 13,886 14,788 17,848 77,703 65,132

Portfolio investment 10,016 9,870 10,045 10,049 9,874 39,208 39,836
Interest on debt securities 3,999 3,997 3,964 3,978 3,755 15,493 15,694
Dividends on equity and investment fund shares 6,018 5,872 6,080 6,070 6,119 23,715 24,142

Other investment 6,265 5,009 4,476 3,060 2,460 23,143 15,004
Secondary income 4,401 3,097 3,641 3,280 3,327 15,285 13,345

Private transfers 1,143 1,118 1,189 1,157 1,154 4,443 4,618
Government transfers 3,258 1,979 2,452 2,123 2,173 10,842 8,727

 
Current account payments 235,107 226,908 177,467 207,999 211,429 949,383 823,803
Goods and services 190,450 189,003 142,604 173,807 177,669 774,371 683,083

Goods 149,618 148,682 115,749 146,593 149,760 613,527 560,785
Services 40,831 40,320 26,855 27,214 27,910 160,844 122,299

Travel 12,582 12,331 1,028 1,297 1,562 47,477 16,218
Transportation 8,112 7,449 4,798 5,359 5,740 32,414 23,347
Commercial services 19,748 20,156 20,672 20,235 20,284 79,389 81,348
Government services 390 383 356 323 323 1,565 1,385

Primary income 40,200 33,538 30,483 29,837 29,264 157,282 123,122
Compensation of employees 2,042 1,559 1,208 1,268 1,330 7,606 5,365
Investment income 38,159 31,979 29,275 28,569 27,934 149,676 117,757

Direct investment 13,747 9,969 7,949 8,444 8,627 56,163 34,989
Interest 913 882 874 869 860 3,638 3,485
Profits 12,834 9,087 7,075 7,575 7,767 52,525 31,504

Portfolio investment 17,120 16,790 16,275 15,805 15,615 68,253 64,485
Interest on debt securities 11,689 11,449 11,127 10,643 10,361 47,203 43,579
Dividends on equity and investment fund shares 5,431 5,341 5,148 5,162 5,255 21,050 20,906

Other investment 7,292 5,220 5,051 4,320 3,692 25,260 18,283
Secondary income 4,457 4,367 4,380 4,355 4,495 17,730 17,597

Private transfers 3,108 3,100 2,968 2,876 2,865 12,035 11,808
Government transfers 1,348 1,268 1,412 1,480 1,630 5,696 5,789

 
Current account balances -9,448 -16,341 -8,578 -10,493 -7,261 -47,385 -42,673
Goods and services -7,859 -17,462 -8,035 -9,626 -9,205 -36,871 -44,328

Goods -2,312 -8,769 -8,670 -9,794 -9,490 -15,361 -36,723
Services -5,546 -8,693 634 169 285 -21,510 -7,605

Travel -3,364 -6,338 2,503 1,524 1,192 -10,310 -1,119
Transportation -3,438 -3,422 -1,884 -2,102 -2,310 -13,837 -9,717
Commercial services 1,208 1,016 28 738 1,398 2,462 3,180
Government services 47 51 -13 9 4 175 51

Primary income -1,533 2,392 195 208 3,112 -8,069 5,906
Compensation of employees -1,606 -1,160 -931 -994 -1,059 -5,865 -4,144
Investment income 72 3,552 1,126 1,202 4,171 -2,203 10,050

Direct investment 8,202 10,683 7,932 8,218 11,144 28,959 37,978
Interest 880 1,161 1,121 1,005 1,063 3,781 4,350
Profits 7,323 9,523 6,811 7,213 10,081 25,178 33,628

Portfolio investment -7,104 -6,921 -6,230 -5,756 -5,741 -29,044 -24,649
Interest on debt securities -7,690 -7,452 -7,163 -6,664 -6,606 -31,709 -27,885
Dividends on equity and investment fund shares 587 531 933 908 864 2,665 3,236

Other investment -1,027 -211 -576 -1,260 -1,232 -2,118 -3,279
Secondary income -56 -1,271 -738 -1,075 -1,168 -2,445 -4,252

Private transfers -1,966 -1,982 -1,778 -1,719 -1,712 -7,592 -7,190
Government transfers 1,909 711 1,040 643 544 5,147 2,938

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=3610001401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000201
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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 product Methodology for Exports of Energy Products within the International Merchandise Trade Program,
which is part of Latest Developments in the Canadian Economic Accounts (13-605-X), is now available.

The product 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 Economic accounts statistics portal, accessible from the Subjects module of our website, features an
up-to-date portrait of national and provincial economies and their structure.

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.

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
(denis.caron@canada.ca), International Accounts and Trade Division.

https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000301
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001401
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000201
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001601
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610001801
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610002101
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610047301
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
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1534
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1537
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1536
http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=1535
https://www150.statcan.gc.ca/en/catalogue/13-605-X202000100007
https://www150.statcan.gc.ca/en/catalogue/13-605-X
https://www150.statcan.gc.ca/en/catalogue/13-609-X
http://www.statcan.gc.ca/eng/stathub
https://www.statcan.gc.ca/eng/subjects-start/economic_accounts
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

