February 24, 2014

Canada
Renewed interest in Canadian equities confirmed
Last week, Statistics Canada released the figures on
international securities transactions for December. Foreign
investors reduced their holdings of Canadian securities
by $4.3B in the last month of 2013, confirming the sharp
downtrend noted in recent quarters. After making total
net purchases of more than $100B from 2009 to 2011 and
of $83.2B in 2012, foreign investors snapped up only $42.8B
in Canadian securities throughout 2013.
Net foreign purchases of Canadian securities dwindled in 2013
Net foreign purchases of Canadian securities
(12-month total)
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This noteworthy decline in Canadian securities purchases
by foreigners may have contributed to weakening the
loonie. Looking at the composition of purchases, we noted
however that this decline is only due to government debt
securities. The marked improvement in Canada’s public
finances, especially at the federal level, has sharply reduced
the need for governments to seek financing.

purchases of Canadian equities shows. We would have to go
back about 10 years, when commodity prices were surging,
to see such a strong trend.
But the recent trend has been a lot stronger for equities
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Net foreign purchases of Canadian equity and investment fund shares
(6-month moving average)
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Implications: After dragging its heels for the past few
years, Canada’s stock market has outperformed most other
markets in the past few months. That this performance does
not rely solely on stronger demand from Canadian investors
is an encouraging sign. Foreigners are also showing renewed
interest in Canadian companies. If the global economy
gains traction as expected in 2014, demand for commodities
should firm up, and Canada’s stock market could continue
to perform well.
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This downtrend in foreign bond purchases has been noted
for some time. The strong recovery in the net foreign
purchases of Canadian equities is however an interesting
development. From a tad less than $1B in 2012, foreign
purchases soared to almost $19B in 2013. Moreover,
these purchases were made for the most part in the last
few months of the year, as the six-month trend in foreign
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