Canada’'s international investment position,
fourth quarter 2020

Released at 8:30 a.m. Eastern time in The Daily, Thursday, March 11, 2021

Despite ongoing current account deficits and the corresponding need for foreign borrowing, Canada's net foreign
asset position continued its upward trend in the fourth quarter to reach an unprecedented level of $1,360.6 billion.
For a third consecutive quarter, the increase (+$248.1 billion) was attributable to higher foreign equity prices and
was moderated by the revaluation effect resulting from fluctuations in exchange rates.
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Source(s): Table 36-10-0485-01.

Over the quarter, changes in market prices led to a $345.3 billion increase in Canada's net foreign asset position.
Major foreign stock markets outperformed the Canadian stock market in the fourth quarter. While the Canadian
stock market increased by 8.1% over the quarter, the US stock market grew by 11.7%, the European stock market
rose by 11.2%, and the Japanese stock market gained 18.4%. A much higher proportion of Canada's international
assets (70.8%) are held in the form of equities than liabilities (39.7%). As a result, changing stock market conditions
also tend to affect Canada's international assets more severely than its liabilities.

The revaluation effect resulting from fluctuations in exchange rates (-$92.9 billion) moderated the overall increase in
Canada's net foreign asset position. Over the quarter, the Canadian dollar gained 4.8% against the US dollar, 0.1%
against the euro and 2.3% against the Japanese yen, but lost 1.0% against the UK pound sterling. At the end of the
fourth quarter, 96.4% of Canada's international assets were denominated in foreign currencies, compared
with 40.3% of its international liabilities.

Net borrowing from abroad was negligible and therefore had a limited impact on the change in Canada's net foreign
asset position in the fourth quarter. Nonetheless, both Canadian acquisitions of foreign assets and borrowing from
abroad were strong and contributed to the increase in the value of Canada's international assets and liabilities.
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Chart 2
Contributors to the change in the net international investment position
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Source(s): Table 36-10-0454-01.

Canada's international assets and liabilities increase significantly

Canada's international assets were up by $497.3 billion to a record high of $6,582.0 billion at the end of the fourth
quarter. The upward revaluation attributable to market price changes (+$467.9 billion) and substantial investments
(+$204.6 billion), mainly in the form of shares and currency and deposits, led the increase. However, the downward
revaluation (-$168.4 billion) resulting from fluctuations in exchange rates moderated the overall growth.

On the other side of the ledger, Canada's international liabilities were up $249.3 billion to $5,221.5 billion, also on
higher market prices (+$122.7 billion) and larger foreign borrowing activity (+$205.2 billion), mainly in the form of
currency and deposits. The downward revaluation (-$75.5 billion) coming from the fluctuations of the Canadian
dollar against foreign currencies moderated the overall increase.
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Chart 3
Canada's international assets and liabilities
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Source(s): Table 36-10-0485-01.

Year 2020

Despite the volatility observed on global stock markets at the beginning of the year as a result of the uncertainty
caused by the COVID-19 pandemic, Canada's net foreign asset position increased by $381.8 billion in 2020, the
largest yearly increase since 2015. While the change in Canada's net foreign asset position in 2020 resulted mainly
from revaluations attributable to market price fluctuations (+$456.7 billion), the change in 2015 resulted from
revaluations attributable to fluctuations in exchange rates. While the European and the UK stock markets closed the
year at a lower level than in 2019, the Canadian stock market gained 2.2% and the US stock market grew by 16.3%
in 2020. At the end of 2020, 38.5% of Canada's international assets were held in the form of US equities.

Canada's gross external debt was up $246.0 billion to reach $3,147.4 billion at the end of 2020. It
represented 136.4% of Canada's gross domestic product; this proportion was at 123.8% at the end of 2019.

About half of the increase in Canada's gross external debt stemmed from the government sector, whose gross
external debt was up $119.1 billion to reach the unprecedented level of $589.2 billion at the end of 2020. To support
enterprises and households affected by the COVID-19 pandemic, the federal government substantially expanded its
overall borrowing activity in 2020, resulting in a record amount of debt securities being acquired by foreign
investors.
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Chart 4
Canada's gross external debt as a percentage of gross domestic product
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Source(s): Tables 36-10-0104-01 and 36-10-0469-01.
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Table 1

Canada's international investment position at period end

Fourth  First quarter Second  Third quarter Fourth  Third quarter

quarter 2019 2020 quarter 2020 2020 quarter 2020 to fourth

guarter 2020

difference in

billions of

billions of dollars dollars

Assets 5,932.5 5,5631.0 5,961.0 6,084.7 6,582.0 497.3
Direct investment assets 2,335.6 2,078.3 2,354.8 2,421.1 2,623.6 202.5
Equity 2,129.5 1,856.8 2,140.2 2,198.6 2,409.0 2104
Debt instruments 206.1 2215 2145 222.4 214.6 -7.9
Canadian portfolio investment 2,589.5 2,313.9 2,527.4 2,647.9 2,885.3 237.5
Foreign debt securities 609.5 684.0 655.0 647.5 632.3 -15.2
Foreign money market instruments 7.3 10.1 10.8 8.8 8.9 0.0
Foreign bonds 602.2 673.9 644.2 638.6 623.4 -15.2
Foreign equity and investment fund shares 1,980.0 1,630.0 1,872.4 2,000.4 2,253.1 252.6
Official international reserves 110.8 122.2 118.9 120.3 115.1 -5.1
Other Canadian investment 896.6 1,016.6 959.9 895.6 958.0 62.5
Loans 398.8 445.2 409.4 381.5 407.1 25.6
Currency and deposits 440.3 507.9 482.1 452.2 485.3 33.1
Trade credits and advances 9.5 9.6 9.2 9.6 9.1 -0.5
Other accounts receivable 48.0 53.9 59.2 52.3 56.6 4.3
Liabilities 4,953.8 4,669.0 4,918.3 4,972.2 5,221.5 249.3
Direct investment liabilities 1,476.7 1,270.6 1,411.9 1,440.8 15121 71.3
Equity 1,240.5 1,022.8 1,166.8 1,191.2 1,266.1 74.8
Debt instruments 236.2 247.8 245.1 2495 246.1 -3.5
Foreign portfolio investment 2,375.6 2,289.2 2,465.2 2,497.3 2,534.7 374
Canadian debt securities 1,563.8 1,649.9 1,742.7 1,742.7 1,726.7 -15.9
Canadian money market instruments 107.8 105.9 115.4 122.1 127.7 5.6
Canadian bonds 1,456.0 1,544.0 1,627.3 1,620.6 1,599.1 -21.5
Canadian equity and investment fund shares 811.8 639.3 722.5 754.6 808.0 53.3
Other foreign investment 1,101.4 1,109.2 1,041.2 1,034.1 1,174.6 140.5
Loans 304.8 298.4 286.6 290.1 329.0 38.9
Currency and deposits 730.1 741.7 686.5 675.8 778.1 102.3
Special drawing rights 10.8 11.6 11.2 11.2 111 -0.2
Trade credits and advances 15.7 16.7 16.2 16.1 154 -0.7
Other accounts payable 40.0 40.9 40.7 40.9 41.0 0.1
Net international investment position 978.8 862.0 1,042.7 1,1125 1,360.6 248.1

Source(s): Table 36-10-0485-01.
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Table 2
Quarterly change in Canada's international investment position

Fourth quarter 2020

Position at Financial Revaluations Revaluations All other Position at
beginning of account attributable to attributable to changesto end of period
period  transactions exchange  market price the position
rate changes changes

billions of dollars

Assets 6,084.7 204.6 -168.4 467.9 -6.9 6,582.0
Direct investment assets 2,421.1 21.3 -32.7 222.6 -8.7 2,623.6
Canadian portfolio investment 2,647.9 42.5 -99.1 245.7 48.4 2,885.3

Foreign debt securities 647.5 7.1 -26.9 1.0 3.6 632.3

Foreign equity and investment fund shares 2,000.4 35.4 -72.2 244.7 44.7 2,253.1
Official international reserves 120.3 -1.4 -3.4 -0.3 0.0 115.1
Other Canadian investment 895.6 142.2 -33.2 -0.0 -46.5 958.0
Liabilities 4,972.2 205.2 -75.5 122.7 -3.1 5,221.5
Direct investment liabilities 1,440.8 25 -1.0 71.6 -1.7 15121
Foreign portfolio investment 2,497.3 23.8 -37.5 51.1 0.0 2,534.7

Canadian debt securities 1,742.7 11.8 -37.5 9.7 0.0 1,726.7

Canadian equity and investment fund shares 754.6 12.0 0.0 41.4 0.0 808.0
Other foreign investment 1,034.1 178.9 -37.0 -0.0 -1.4 1,174.6
Net international investment position 1,1125 -0.5 -92.9 345.3 -3.8 1,360.6

Note(s): Other changes to the position include volume changes (write-offs, reclassifications or residency changes), changes to the position resulting from
discrepancies between flow and stock data sources, as well as the integration of new survey results.
Source(s): Table 36-10-0454-01.

Note to readers
Currency valuation

The value of assets and liabilities denominated in foreign currencies is converted to Canadian dollars at the end of each period for which
a balance sheet is calculated. When the Canadian dollar is appreciating in value, the restatement of the value of these assets and
liabilities in Canadian dollars lowers the recorded value. The opposite is true when the Canadian dollar is depreciating.

Definitions

The international investment position is the value and composition of Canada's assets and liabilities to the rest of the world.

Canada's net international investment position is the difference between Canada's assets and liabilities to the rest of the world. An
excess of international liabilities over international assets can be referred to as Canada's net foreign debt. An excess of international
assets over international liabilities can be referred to as Canada's net foreign assets.

Foreign direct investment is presented on an asset-liability principle basis (that is, a gross basis) in the international investment
position. Foreign direct investment can also be presented on a directional principle basis (that is, a net basis), as shown in supplementary
foreign direct investment tables 36-10-0008-01 and 36-10-0009-01. 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, and (2) is classified as a liability and included in direct investment liabilities.
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Available tables: 36-10-0038-01, 36-10-0039-01, 36-10-0361-01, 36-10-0368-01, 36-10-0412-01,
36-10-0443-01, 36-10-0446-01, 36-10-0454-01, 36-10-0469-01, 36-10-0474-01, 36-10-0485-01,
36-10-0581-01, 36-10-0593-01 and 36-10-0606-01.

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

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

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.

The 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 through 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.

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 Vicky Gélinas (613-716-2828;
vicky.gelinas@canada.ca), International Accounts and Trade Division.
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