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CANADA AND THE WORLD

CANADA TOPS WORLD BORROWERS

M.J.Billingsley, Vice-President of A.E. Ames and Co.
of Toronto, states that Canadian borrowing overseas
will continue during 1977 and Quebec will be a part

of that. (TS 5/1/77, C9 c7-3).

Canada was the largest borrower in international mar-
kets in 1976, almost doubling its acquisitions to $9.1
billion according to Morgan Guaranty Trust Co. Total
identifiable loans and credits in the international
market amount to an estimated minimum of $78-billion,
up from $61-billion in 1975. Canada alone absorbed

16% of international bond and Eurocurrency bank credits.

Canada now has a greater external debt in relation to
its gross national product than Britain. Morgan Guara-
nty estimates Canada's foreign debt in 1975 at $34.5
billion, excluding short-term non-bank trade credit
liabilities. This was 227% of Canada's GNP and 8597 of
its exports. Comparable figures for Britain are $45.83
billion debt, equivalent to 20% of GNP and 71% of ex-
ports. Next to Canada, Brazil was the heaviest borro-
wer in 1976 with loans of $3.42 billion, up 47% from
1975. Brazil's external debt is estimated to have jum-
ped to $26.7-billion from $21.2-billion in 1975, or

107 of its GNP. GM 8/1/77 pBl4.

CANADIAN DEBT SPELLS FUTURE PROBLEMS

Can Canada live within its means? Its mounting debt
raises doubts, comments Hyman Solomon in the Financial
Post. Some commentators wonder why governments don't
cut their spending and concentrate on industrial deve-
lopment instead of worrying about income distribution.
Canada's deficit on current account, now running at
about $4 - $5 billion a year piles up borrowing costs
and is not expected to change. Lenders may offer
tougher terms to Canada, interfering with Canadian
sovereignty as has happened in Britain's case. The
continued inflow of foreign dollars keeps the Cana-
dian dollar high in international exchange. This
poses problems for pricing of Canadian exports, and
will raise serious questions about the survival of
many manufacturing industries in Canada. It could
drive Canada back to the kind of capital-intensive
resource-based economy it had in the 1950's. But

the resource investment would not be in equity, but

in foreign debt, leaving Canada with an even heavier
debt load. The circle simply reinforces itself.

FP 29/1/77 p.1

EURO-MONEY MARKET

The Euro-money market is made up of transactions bet-
ween two parties in the currency of a third. It inc-
ludes the major industrialized countries and some Cari-
bbean, Middle Eastern and related countries. It inc—
ludes the Euro-dollar market made up of 75% U.S. cur-
rency, 157 West German marks, and 7% Swiss francs(the
remainder is Dutch and French currency). Canada is a
short-term lender and a borrower in this market. Last
year Canada invested $12 billion and borrowed $9
billion. Latin America borrowed $27 billion with
Mexico and Brazil accounting for $12 billion each.
Eastern Europe borrowed $19 billion and South Af-
rica borrowed $5 billion and Australia $2 billion.
There is, in addition, a Euro-capital market in-
cluding Euro-bond issues and syndicated medium

.to explain coffee price increases to consumers.
. mbian officials have declared worries over the nervous

term loans, representing $60 billion in 1974 and
$84 billion in 1976. Canadian dollars make up a-
bout 117 of this market, and have taken the place
of Swiss and some American currency.

EJ 13/1/77 p.77

WESTERN BANKS LOAN TO ARABS

Industrial nations, hard hit by Arab oil exporters,

are now lending to help them cover payments problems.

A number of North American and European banks inclu-
ding the Toronto Dominion Bank are lending $500-million
to Iran, for industrial development. West German banks
are lending Iran $600-million for a large power plant
construction project. Japan has given Iraq $1-billion
in industrial development credits. O0il exporters look
like good risks. TS 27/1/77 p.D8

COMMODITIES: COFFEE £

A special session of the 62-nation International Coffee
Organization executive board will be held in February
Colo-

and volatile coffee market. Some consumers accuse Bra-
zil of driving up coffee prices by increased export
taxes and by buying up Angolan and Salvadorian coffee.
Brazilians reply that they are selling their stocks,
but slowly. Colombians support stabilization of prices.
The coffee '"crisis'" grows out of a series of natural
and man-made disasters including civil war in Angola
and earthquakes in Guatemala. Exporting nations fear
that a boycott could lose permanently. whole groups of
coffee drinkers. The Brazilian coffee institute has,
however, raised export taxes on coffee to $103. per
60-kilo bag. Some Canadians have gone around high pri-
ces. Restauranteur Henry Krebs of Waterloo, Ontario
went to Colombia where he found surplus coffee beans
in abundance and purchased them from independent gro-
wers permitting him to serve a 10¢ cup of coffee in
Waterloo. Brazil, he said, is pressuring Colombia not
to sell at low prices. HCH 19/1/77 pl3: 24/1/77 pl9;
HCH 12/1/77 7.

GLOBAL FOOD SUPPLY

World food supplies are at their highest in four years,
but this is no guarantee against hunger. Good weather
is largely responsible for the present situation. India
has managed to put 17 million tons of grain in stock.
Africa is less happy because of draught and political

upheaval causing partial crop failures in Cape Verde,
Mauritania, Chad, Ethiopia, Mozambique and Angola.

FAO director Edouard Saouma reminds observers that
each recurring food crisis is worse and there is no
reason for complacency. The world has yet to meet the
minimum 10-million tons of grain in food aid per year
set at the World Food Conference in 1974 and the emer-
gency grain reserve approved last year by the U.N. Ge-
neral Assembly is also unrealized. FAO experts point
out that the present world trade patterns leave less
developed countries losing ground. In their war agai-
nst trade imbalances many less developed countries have
devoted so much attention to the struggle to stimulate
industrial and export capacity that they have not given
sufficient resources and attention to improving agri-
culture. HCH 4/1/77 pl2: HCH 14/1/77 pl4.
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INTERNATIONAL CONFERENCES: MORE TALK

World Bank President, Robert McNamara has suggested
that a high level but unofficial commission be esta-
blished to work for the revival of stalled economic
negotiations between rich and poor countries, and in-
dicated that Canada might partially fund such a com-
mission. Dutch Cabinet minister Jan Pronk, and Cana-
dian International Development Research Centre Presi-
dent David Hopper have indicated that they might sup-
port such an effort. Maurice Strong, former CIDA head,
has been suggested as a commission member and Willy
Brandt has been suggested as Chairman. The Commission
would seek to identify political decisions which could
unify poor and rich countries on an approach to eco-
nomic issues. HCH 15/1/77 p64.

Maurice Strong, chairman of Petro-Canada, has suppor-
ted the McNamara proposal for a high level independent
economic commission. Ile feels that an in-depth study
by such a commission would be timely. McNamara has
said that the CIEC North-South dialogue had run into
trouble because it focused on particulars rather than
basic principles. HCH 17/1/77 p5.

LAW OF THE SEA

Norway and the United Nations have summoned more than
150 nations to reconvene the Law of the Sea negotia-
tions in Geneva. The negotiations ended in September
in New York in a bitter dispute over the exploitation
of the seabed resources of nickel, copper and other
minerals. The United States and countries with ocean-
mining technology insist on protecting free enterprise
by guaranteeing access to mining sites for private in-
terests. Third VWorld countries wish the resources to
be regarded as the common heritage of all mankind. An
informal meeting will begin February 28, and it is ho-
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ped that the full conference will begin in New York in
May. The U.S. and the U.S.S.R. are said to be suppor-
ting the Norwegian initiative to reconvene the Confe-
rence. GM 11/1/77 p3.

Canada/Latin America Relations

JAMIESON'S TRADE TOUR: BRAZIL

Canadian External Affairs Minister Donald Jamieson
undertook a tour of Brazil, Peru and Columbia. The
initiative was greeted positively by the Halifax
Chronicle Herald which called for increased trade
with Brazil, and for Canadian assistance with
Brazil's nuclear needs. HCH 11/1/77 pb c-1-2
editorial, TS 26/1/77 Al6

Brazil-Canada trade is an important item on
Jamieson's agenda. Brazil suffered a $25 million
trade deficit with Canada in 1975, importing $195
million in Canadian goods and exporting $1T4 million.
A joint trade commission, which met for the first
time in November, 1976, was set up. Brazil cites
an interest in Canadian technology, particularly
nuclear technology. HCH 6/1/7T7 pk c2-5,

EJ 10/1/77 pll

Observers believe one of the main reasons for
Jamieson's visit to Brazil was to patch up differences
between Brazil and the United States over Brazil's
nuclear dealings with West Germany. In 1975 Brazil
signed an agreement with West Germany which provided
for plants for the enrichment of uranium and re-
cycling fuel as well as for the transfer of nuclear
technology. The United States have expressed concern
about the agreement because Brazil has not signed the
nuclear non-proliferation treaty, and has only signed
agreements with the Vienna-based International Atomic
Energy Agency which relaste to its agreement with West
Germany and not to its whole nuclear programme.

Bonn is providing nuclear technology to Brazil in
return for uranium.

Brazilian foreign Minister Antonio Azeredo da
Silveira told Jamieson that the West German agreement
was fixed, and that Brazil would nct tolerate any
international pressure. Jamieson said he saw nothing
wrong with the agreement, offered to mediate between
the U.S. and Brazil, and expressed a desire to sell
Canadian turbines for Brazil's huge Itaipu hydro-
electric project. In concluding a variety of agree-
ments for technical training and assistance and
bilateral co-operation in 23 projects, the Brazilian
foreign ministry cited Canadian intentions to invest
$2 billion in Brazil over the next 10 years in
mineral explcrations, electric power generation,
petrochemical plants and other areas. Canadian coal
will be exchanged for Brazilian iron ore, $250
million will be invested in the Trombetas bauxite
project, and more than $1 billion will go to
potassium exploration. A $550 million project to
build locomotives is also in the planning by a
bi-national consortium. Canada will sell turbines
to Itaipu in a tripartite agreement with the U.S.
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CANADA AND THE WORLD

Among agreements signed was one which acts as a
means for Canadian-Brazilian cooperation and consult-
ation in developing programs in the Third World,
particularly in Africa. Jamieson did not succeed
in getting Brazil to agree to sign the nuclear
non-proliferation treaty.

With regard to human rights Jamieson stated on
departure, "During my stay in Brazil I was assured
that Brazil does not follow a policy of disrespect
for human rights and as I have no personal knowledge
of cases like those that occur in Argentina and
Chile, I'm inclined to believe that the problem
is much less in Brazil than in the two above-
mentioned countries."

Jamieson witnessed the signing of an agreement
whereby Kaiser Resources of B.C. will sell up to
10 percent of its product from a new coal mine to
Companhia Vale do Rio Doce of Brazil. He also
announced that the Export Development Corporation and
the Bank of Montreal will loan $14 million to Brazil
to facilitate advanced undersea petroleum gathering
and production system for the Garoupa offshore oil
field north of Rio de Janeiro. WFP 13/1/77 pT7 cl-3,
MS 13/1/7T7 Cl el-Lk, EJ 13/1/77 p22 e3-5, MS 14/1/77
pCl ¢5, OC 14/1/77 p53 c1-8, EJ 15/1/77 »8 cl,
WFP 15/1/7T7 p24 c¢1-8, MS 18/1/77 pD10 cl-L.

CUBAN TRADE

Canadian-Cuban trade has some problems. The Cubans
have run into drastic balance of payments problems
and are cutting back on shipments from Canadian
suppliers. Competition from the U.S. may break out
if President Carter removes the U.S. trade embargoes.
Canada has sold about $250 million worth of goods

in 1976, but Business International of New York

told the U.S. Congress the U.S. could gain a market
of $750 million a year in Cuba. At the moment, U.S.
pressure on exporting firms in Canada is still a
factor interfering with trade with Cuba.

Some eighteen months ago the Canadian government
passed an act which made it illegal for a foreign-
owned subsidiary to obey an order from a head office
based on a foreign law which ran contrary to Canadian
interests. But this Canadian law is being flouted
regularly. The Toronto Star (editorial 26/1/77 Bl
cl-2) charges there is no will to use this law in
Canada, that Canada's trade with Cuba is subject to
Washington's whim, and the Canadian law is ignored.

EJ 18/1/TT p6 cl-2

Trade

CANADA RECORDS SURPLUS IN 1976 TRADE

Canada had a merchandise trade surplus of $1.132
billion in 1976, a reversal from the 1975 deficit
of $639 million, according to Statistics Canada.
Exports on a balance of payments basis rose by
14% to $38.019 billion last year while imports
rose 8.5% to $36.887 billion. Of the increase in

exports, the bulk was accounted for by new exports

to the United States while growth of trade to Europe,
Japan and the Third World grew at much slower rates.
As a result Canada is becoming increasingly trade
dependent on the U.S. In 1976, 67.8% of all Canadian
exports, and 68.6% of imports, were accounted for by
trade with the United States. MS 22/1/7T7 pB2,

0C 22/1/7T plT, WFP 22/1/77 pl, GM 22/1/7T7 pBlk.

BUT WE'RE STILL WEAK IN EXPORTING MANUFACTURED GOODS

Although Canada's trade position improved last year,
our trade position continued to weaken for fully-
manufactured goods except for transportation equip-
ment (i.e. motor vehicles, manufactured under the
U.S.-Canada Auto Pact, which is a separately
regulated flow of merchandise). Fully-manufac-
tured exports were about $3.6 billion )less than
107 of our total exports) and imports in the same
category amounted to $12.5 billion (about one-
third of our total imports). FP 15/1/77/ p.8

Canada’s Share of World Exports and of Exports to Selected Countries
(%)

Share of: 1966 1969 1970 1971 1972 1973 1974 1975

world exports

to a!l countries 49 53 54 53 51 45 41 38

toU.S. 235 27.8 271 26.5 26.1 249 219 225

to W. Europe (1) 27 17 _ 249 18 1.5 44 1.8 "J.2

to W. Europe (2) 47 42 46 43 34 34 28 28

to Japan 45 46 50 49 48 52 40 40

to Communist countries 24 05 09 11 15 12 09 1.1 .
) trade w. P i

@E trade w. P ies

BUT WE'RE STILL WEAK IN EXPORTING MANUFACTURED GOODS

Although there is a surplus in merchandise trade
statistics are expected to show a deficit of
about $5.9 billion in trade of services between Canada
and other nations (i.e.: royalty, dividend, interest
and tourist payments). As a result, the Toronto-
Dominion Bank estimates that Canada's 1976 balance of
trade in goods and services was a $4.6 billion deficit.
GM 20/1/7T7 pBk4

THE ARAB BOYCOTT ISSUE

A private commission of prominent Canadian individuals,
the Commission on Economic Coercion and Discrimination,
released a report claiming that four Canadian banks --
Bank of Montreal, Toronto-Dominion Bank, Royal Bank
and Bank of Nova Scotia —- participate in the Arab
boycott of Isreal by ''regularly processing letters

of credit containing boycott clauses'. Arab na-

tions have a policy of discouraging trade with Is-
rael by insisting that companies they do business

with do not also do business with Israel. The
Commission also alleged that the Export Develop-

ment Corporation, a Crown company, insures

contracts containing boycott clauses. A spokesman

for one of the companies listed in the report admits
that there are "contractual exclusions" in some of
their agreements but that to call it a boycott
"overstates the matter". Frederick Fraser of CAE
Industries Ltd. says that "common sense dictates that
when a country is in a effective state of war, as the
Arabs are with Israel, they do not want to run the risk
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