Highlights

: Although easing slightly in February,

Canada’ strade performanceremainsvery
strong.

- The merchandise trade surplus dipped in

February from arecord high in January.

Thedrop in the trade surpluswith the U.S.

(down $756 million) was entirely
responsible for the overall decline (down
$541 million).

: After rising for four consecutive months,

Canada’stotal merchandise exports
declined in February.

. Importswere also down, but not to the

same extent.

: Both ex edportstoandimportsfrom theU.S.

declined by morethan trade with other

countries.

Key Monthly Trade Indicators

(February 2000)

% change over
$ millions| previous | previous

month year
Exports 32,317 -2.6 12.9
- Exports to U.S. 27,471 -3.6 13.0
Imports 28,355 -1.2 7.7
- Imports from U.S. 21,291 -1.3 5.6
Trade Balance* 3,962 4,503 2,295
- Balance with U.S.* 6,180 6,936 4,139
Commodity Prices** 111.1 2.5 28.9
Canadian Dollar (US¢)* 69.1 69.2 66.3
Export Prices** 119.1 0.8 4.1

Import Prices**

109.5

-0.3

ThisMonth’s Feature Report:

Canada’s Foreign Direct I nvestment
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Thetrade surplusremains high

» While the trade surplus narrowed in
February, the posted $3.9 billion is till the
second largest surplusin nearly four years.

» Reduced exports to the U.S. were the
primary cause of the declinein the trade
balance.

» Exportsto afew select areas, such asthe
U.K. and other E.U. countries, increased
in February, with exportsto all of the
E.U. rising by more than 15% just in the
past month.

Commodity prices continueto
rise
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Five Team Canada Sectorsreport double-digit export growth in the
first two months of the year

* ICT recorded the highest growth in exports of any Team Canada Sector to start the year off — up
29.4% in January and February over the same period ayear ago.

» A number of other sectors also attained double-digit export growth over the first two months of
2000 — AMT (25.6%), Electric Power Equipment (20.1%), Plastics (19.6%), and Building
Products (16.6%).

» Modest export growth was recorded in Agri-Food, Automotive, Health Products, Environmental
Products and Aerospace & Defence industries.

» Aerospace & Defence reversed its trade balance, registering atrade surplus in the first two months
of 2000 compared to a deficit for the same months last year.

Merchandise Trade,
(Team Canada Sectors)

Exports Imports Balance

Acrospace & Defence | 2147l 2338] 8o  2306]  1858] -104%[ 50| 430
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Canada’s Total Inward and

Growth of outward FDI stock
g ) Outward FDI Stock
slowed considerably in 1999 $ Billions
270 Outward
* For thefirst time in more than a decade, FDI

inward foreign direct investment (FDI)
stock grew faster than outward FDI. This
was aresult of adramatic slowdown in the
growth of outward FDI stock in 1999 rather
than a pickup in the growth of inward FDI
stock.

* Inward FDI stock has grown at arelatively
steady pace between 1995 and 1999,
averaging 9.3% annually. Outward FDI

stock grew only 4.5% in 1999 after 150
averaging 15.2% annually between 1995 1995 1996 1997 1998 1999
and 1998. Source: Statistics Canada

» 1N 1998, Canada’s stock of outward

FDI was 12% higher than the stock of
inward EDI. %higgap narrowed to 7% Canada’s Inward and Outward




The U.S. wasthe dominant source Change in Inward FDI Stock by Country,

for FDI in Canadain 1999 1999
% Share
* Strong domestic economic performance 1995 1999
was a key factor in the continued increasein
U.S. foreign direct investment in Canadain U.S. ; ClEI 22
0,
e ) E.U. l 130 12,9
» TheU.S. share of Canada stotal All Other II P
inward FDI stock increased from Countries ' '
67.2% in 1995 to 72.2% in 1999. Japan ll 4.2 2.7
» Most of this additional FDI wasin the UK. I 84 59
form of cross-border mergers and
L -5 0 5 10 15 20 25
acquisitions (M&A). $ Billions
* In contrast, the shares of Japan and the U K. Source: Statistics Canada

fell considerably.

Change in Inward FDI Stock by Industry,
Most new FDI in 1999 wasin 1999




Themajority of Canada’'s
outward direct investment
continuestogototheU.S...

* Degspite the weakness in the Canadian
dollar, Canadian direct investment in the
U.S. increased 7.9% in 1999.

» Even so, the U.S. share of Canada’s
total outward FDI stock remained
more or less constant between 1995
and 1999, averaging around 52%.

» Canadian companies continued to invest in
countries other than the U.S,, E.U. and
Japan in 1999.

» Therewas actually disinvestment in
the E.U.

Change in Outward FDI Stock by Country,

1999
% Share
1995 1999
v, I ¢ 2

All Other -

Countries 24.4 272
Japan 1.7 1.6
UK. | 102 8.9
E.U. -I 11.2 10.1
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$ Billions

Source: Statistics Canada

Change in Outward FDI Stock by Industry,
1999




Thevast majority of FDI in Distribution of Inward FDI Stock
Canadaisin majority owned by Type of Concern, 1999

subsidiaries....

Subsidiaries
88.3%

* Nearly al FDI in Canada (88.3%) isin
majority owned subsidiaries (greater than
50% ownership by the foreign parent).

Branches

» Only avery small proportion (6.9%) isin

minority owned associates (less than 50%). Associates

Source: Statistics Canada

Degree of Ownership
Subsidiaries >50%

Associates <50%

Unincorporated
enterprise

Branches

Subsidiaries
88.9%



