Highlights

December’s exportswere up 1.4% over
the previous month and 12.9% over the
previous year. Exportstothe U.S.
experienced a somewhat smaller increase
over the previous month (1.3%) but a

lar ger increase over the previous year
(13.3%).

Importsincreased at a significantly faster
pace than exportsat 3.2% over the
previous month, with imports from the
U.S. showing a 3.5% increase.
Neverthelessimportsincreased at a
considerably slower pace than exports
over the previousyear.

Canada’strade balance declined
significantly compared to November,
falling some $400 million to $2.7 billion in
December, mostly dueto thedeclinein the
trade balance with the United States.

Commodlty pricesincreased 0.9% over

Key Monthly Trade Indicators
(December 1999)

% change over

$ millions| previous | previous
month year
Exports 31,446 14 12.9
- Exports to U.S. 26,940 1.3 13.3
Imports 28,239 3.2 8.9
- Imports from U.S. 21,140 3.5 4.8
Trade Balance* 2,742 3,207 1,492
- Balance with U.S.* 5,410 5,800 3,211
Commodity Prices** 106.3 0.9 26.1
Canadian Dollar (US¢)* 69.3 67.8 65.2
Export Prices** 117.7 0.1 2.3

Import Prices**

ThisMonth’s Feature Report:
Canada’ s Automotive Trade
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Exportsreach arecord leve

» Merchandise exports reached a record $31.8
billion in December, as exports to non-U.S.
destinations picked up. Exportsto the U.S.
also increased to reach $27.2 billion, but
remained dlightly off the peak of $27.3
billion achieved in August.

» Merchandise imports from all destinations
increased significantly. Imports from the
U.S. increased 4.8% over the last year to
$21.1 billion but much less than the 8.9%
rise in merchandise imports from the world
which rose to $28.2 hillion.

Despite only asmall risein
commodity prices, the Canadian
dollar registers significant gains
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Mixed Performance for Team Canada Sectors

» Two Team Canada sectors showed exceptional rates of growth, greater than 20% over the first 11
months of 1999, compared to the same period in 1998. Automotive exports grew at a tremendous
24.7% and Environmental Products at 22.8%.

* Building Products, growing 12.8% was the only other sector to outperform growth in total
merchandise exports at 11.2%.

» Only Agri-food experienced a decline in exports during this period, losing 4.7% compared to the
same period last year.

» Theindustrial structure of trade balances remained more or less the samein 1999 asin 1998 (with
the exception of the automotive sector) reflecting Canada’ s comparative advantage (disadvantage)
position.

* |n the automotive sector, Canada’ s trade balance in the first 11 months was close to $8 billion
compared to asmall deficit in the first 11 months of 1998.

Merchandise Trade,
(Team Canada Sectors)

Exports Imports Balance
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In the 1990’s, automotive trade Automotive Trade
mor e than doubled... 80
» Over 1990-98, automotive trade more than -0
doubled with exports increasing from $36
billion to $76 billion and imports from $34 Exports
billion to $75 billion. g 60
* During the 1990s, automotive exports grew & 0 Imports
11.8% annually — nearly two full @
percentage points higher than merchandise
trade asawhole. 40
» For the first 11 months of 1999, 30 -
automotive exports have been growing at o
a pace of 20% per year. eyP @@q’ éy @@ ,\9@%

» Canada s automotive import growth during

1990-98 was even stronger, averaging _
12.1%. Automotive Trade Balance
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Nearly all of our automotive
exportsgo totheU.S.

» More than 97% of our vehicle exports and
93% of parts exports go to the U.S. — $62.0
billion worth of vehicle exports and $11.5
billion in parts.

» Theimportance of the U.S. as an export
destination may be somewhat overstated
however, as some exports, particularly
assembled vehicles, may first be exported
to the U.S. parent and then re-exported to
their final destination.

| mports, however, tend to be
mor e diversified

» The U.S. also accounts for the vast majority
of automotive imports — 83% of vehicles

and 82% of partsin 1998, and its shares
have increased substantially since 1990.

Vehicle Exports, 1998

u.s.

9
97.7% All

2.3%

$63.5 billion

Parts Exports, 1998
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Vehicle Imports, 1998
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Export growth in motor vehicle
partshasbeen strong...

» Export growth of automotive partsin total
outpaced export growth of vehicles
between 1990 and 1998, 11.8% vs. 9.7%
per year.

» Thiswas lead by growth in Plastics
(40%), Iron & Steel (18.7%) and Seats
(13.9%).

...especially in areaswherewe
have a strong compar ative
advantage

Growth in Exports— Auto Parts
(Annual Average, Percent, 1990-98)

| 40.1

Plastics

|
lron & Steel [ ]187
Seats [ ]13.9
Misc. Base Metals [ ]13.5
Rubber products [ ]13.0
Machinery & Mechanical 11.9
Electrical Components 10.5
Instruments & Apparatus | | 8.9
Asbestos [ ]6.2
Glass [ ]4.7
Carpets/Textile [J1.3
Paper, Cork & Leather [] -1.6

Total, Parts [ ]11.8

Trade Balances — Auto Parts
(Per cent of Exports, 1990 and 1998)




Canadian labour productivity
exceedsthe U.S. levd...

* In 1998, Canadian labour productivity in the
automotive industry surpassed the U.S. level
by 5%, compared to a productivity
disadvantage of about 40% in 1986.

...contributing to a huge cost
advantage for Canada

Labour Productivity* in
Automotive Assembly and Parts
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* Real GDP per hour, 1992 PPP

Source: Stanford, Jim “A Success Story: Canadian Productivity
Performance in Auto Assembly”, 2000.
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