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Canada: Net Inflows Return to Canadian Securities
in August

e August saw a net inflow of CAD 9.7 bn in Canada’s balance of payments
stemming from international transactions in public securities, the first
new inflow of such funds since May. Foreign investors increased their
holdings of Canadian securities by CAD 5.0 bn and Canadian investors
reduced their exposure to foreign securities by CAD 4.7 bn.

o Foreign investors boosted their holdings of Canadian debt instruments,
principally short-term money-market paper, but reduced their exposure
to Canadian equities, mainly in the manufacturing sector.

e In contrast, Canadian investors pulled back from foreign equities.
BACK IN BLACK

Canada’s balance of payments saw a net inflow of CAD 9.7 bn in August
stemming from net purchases of Canadian equities and debt instruments by
foreign and Canadian investors (chart 1). This marks the first monthly net
inflow into Canada since May 2019, however, trend flows remain in net negative
territory (chart 2). Non-residents increased their holdings of Canadian securities
by CAD 5.0 bn in August, recouping their divestment of the previous two months.
Meanwhile, Canadian investors reduced their net foreign holdings by CAD 4.7 bn
worth of securities after a few months of major acquisitions abroad.

August’s net CAD 5.0 bn foreign investment in Canadian securities was
driven principally by net CAD 4.2 bn in purchases of Canadian money-
market instruments—split between provincial government paper (CAD 2.6
bn) and corporate notes (CAD 1.6 bn). Non-resident investors bought another
net CAD 1.7 bn in bonds: CAD 2.1 bn worth of government bonds were purchased
while CAD 0.4 bn worth of corporate bonds were sold off. Foreign exposure to
Canadian equities decreased by CAD 1.0 bn, the fifth monthly decline in the last
six, led mainly by exits from Canadian manufacturing-sector holdings.

Canadian investors reduced their exposure to foreign securities by CAD 4.7
bn in August after three consecutive months of large increases totalling
CAD 23.2 bn. The divestment was centred in equities, with Canadian
investors reducing their exposure to foreign equities by CAD 5.1 bn and
purchasing CAD 0.4 bn in foreign debt securities. Although Canadian investors
reduced their equity holdings in August, the recent trend is still on a positive
trajectory although not as steep as it was in 2017 (chart 3).

August’s international securities flows fall broadly in the range of normal
movements in Canada’s balance of payments after wider swings at end-2018
and earlier this year. It’'s worth remembering that some recent monthly
oscillations reflect one-offs rather than wholesale changes in Canada’s capital
account. For instance, the large net outflow from fixed-income securities at end-
2018 reflected maturing government bond issues that were not rolled over until
early-2019 (charts 4 and 5).

CONTACTS

Brett House, VP & Deputy Chief Economist
416.863.7463

Scotiabank Economics
brett.house@scotiabank.com

@BrettEHouse

Raffi Ghazarian, Senior Research Analyst
416.866.4211

Scotiabank Economics
raffi.ghazarian@scotiabank.com
@RaffiMGhazarian

Chart1

50
40

30
20 1
10

0

10
20 }
30

40 L
14 15 16 17 18 19

International Transactions in
Securities, Net Flow of Funds

CAD bn

Net Canadian flow -
net foreign flow

+/- 1 standard
deviation since 2012

Sources: Scotiabank Economics,
Statistics Canada.

Chart 2

International Transactions in
Securities, Net Flow of Funds

CAD bn
| +/- 1 standard deviation

of 3MMA since 2012

3-month moving avg.

6-month moving avg.

L = = = = 12-month moving avg.

14 15 16 17 18 19

Sources: Scotiabank Economics,
Statistics Canada.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 1


https://twitter.com/BrettEHouse
https://twitter.com/RaffiMGhazarian
https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

GLOBAL ECONOMICS

5 Scotiabank. | SCOTIA FLASH

October 16, 2019

Chart 3 Chart4 Chart 5
Canadian Investment in Foreign Investment in Canadian Investment in
Foreign Equities, Net Flows 50 - Canadian Securities - Foreign Securities
> I capbn CAD bn CAD bn
20 |
10 15
10
5 -
° 0
-5 F
0 -10 F
15 }
mmmm Equity & investment fund shares| L
-5 3-month moving avg. qury -20
. -20 | Bonds 15 16 17 18 19
6-month moving avg. . ) I .
) = |\oney market instruments Foreign equities & investment fund shares
= = = = 12-month moving avg. 30 ) . : -
ot =30 " e Nt flows of int'l transactions (6MMA) = Foreign debt securities
14 15 16 17 18 19 15 16 17 18 19 @ Net flows of foreign securities (6MMA)
Sources: Scotiabank Economics, Sources: Scotiabank Economics, Statistics Sources: Scotiabank Economics,Statistics
Statistics Canada. Canada. Canada.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 2


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

§ Scotiabank. oA

October 16, 2019

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have
been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or
completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading
strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a
recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation
23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed
as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may
engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institucién de Banca Muiltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all members of
the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is
authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK
Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential
Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available
from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct
Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by
the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

