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MESSAGE FROM THE PRESIDENT & CEOQO,
ASIA PACIFIC FOUNDATION OF CANADA

The increasing significance of the Asia Pacific as the driver of the new
global economy underscores the need for Canada to strategically deepen
and diversify its two-way investment links with this vital region.

Canada has been fortunate to have strong trade and investment
partners in the United States and Europe, and those links will evolve
but endure. But as Canada pivots to new Asian markets as part of
its national trade diversification strategy, both policy-makers and
the public have begun turning their attention to the foreign direct

investment (FDI) flowing in and out of Canada. A number of questions
permeate the discussion — and debate — around FDI: What amount of foreign investment comes
into Canada, or flows into the Asia Pacific? Where does this investment come from, and where
does it go?

This year, the Investment Monitor shifts its attention to Canadian and Asia Pacific FDI at

the city level. New trends captured by the Investment Monitor show that Canadian cities

are themselves hubs of activity and engagement, and are helping foster wider economic
connectivity between Canada and Asia. It is our hope that this year’s report, by better
aggregating and cataloguing investment trends at the city level, will fill the gap in the data that
is otherwise publicly available, and support business, government, and civil society as they
navigate Canada’s necessary pivot to Asia.

On behalf of APF Canada, I would like to acknowledge the efforts of those involved in
producing this report, especially our partner, The School of Public Policy at the University of
Calgary, and our sponsors — AdvantageBC, the Bank of Canada, Export Development Canada,
the Government of British Columbia, and Invest in Canada. I would also like to extend my
appreciation to our Advisory Council members — Sarah Albrecht, Eugene Beaulieu, Kursti
Calder, Lori Rennison, Clark Roberts, Siobian Smith, and Stephen Tapp - for the valued
feedback they have provided.

And finally, I would like to thank the members of our APF Canada research team who were
responsible for writing and finalizing this report: Jeffrey Reeves, Vice-President, Research;
Pauline Stern, Program Manager, Trade, Investment, and Innovation; Grace Jaramillo, Interim
Program Manager, Trade, Investment, and Innovation; our Post-Graduate Research Scholars
and Junior Research Scholars, Kai Valdez Bettcher, Mohit Verma, Nicole So, and Isaac Lo; and,
APF Canada’s communications team for editing and designing the final publication, Michael
Roberts, Communications Manager, and Sanya Arora, Graphic Designer.

Stewart Beck,
President and CEO, Asia Pacific Foundation of Canada



EXECUTIVE SUMMARY

The Asia Pacific is home to many of the world’s most dynamic and fastest-growing economies,
and boasts unprecedented opportunities for foreign investment in a number of key markets
- in terms of both opportunities for Canada to receive foreign investment and opportunities
for Canadian investors to invest abroad. While there is anecdotal evidence to suggest that
investors from Canada and the Asia Pacific are indeed crossing the Pacific, a lack of reliable
public data makes it difficult to determine the volume, scale, or scope of the investments.

To address this gap, the Asia Pacific Foundation of Canada (APF Canada) partnered with The
School of Public Policy at the University of Calgary. The APF Canada Investment Monitor
aggregates raw data from APF Canada’s archive of investment deal announcements from 2003
to present (see methodology section for further details). Each year of the project corresponds
with an annual theme; this year’s theme is two-way investment ties between cities.

Data from the APF Canada Investment Monitor shows that Asia Pacific investment into
Canada has grown in spurts from 2003 to 2018. The main sources of investment into Canada
from the Asia Pacific are Mainland China, Japan, and Hong Kong, representing nearly 73
percent of the investment flows from the region to Canada. Canada’s natural resources
industries, namely the energy industry and mining and chemicals industry, attracted the
most investment. Even though the value was considerably larger for these two industries,
the number of deals in other industries, such as consumer goods and services, technology,
industrial goods and services, finance, and agriculture and forestry, accounted for nearly 69
percent of the total number of deals completed between 2003 and 2018.

At the provincial level, Asia Pacific investment focused primarily on the four provinces with
the largest economies over this period — Alberta, Ontario, BC, and Quebec. Each of these
provinces attracted different types of investment. BC and Alberta attracted more energy-
related investments; Ontario, automobiles and electricity; and Quebec, mining. Canada’s
remaining provinces and territories have seen little investment, and that was primarily in oil
and gas producers.

Overall, 165 cities and city-level regions in Canada have received investment from the Asia
Pacific in the 2003 to 2018 period, each with a unique investment story captured by the APF
Canada Investment Monitor. Surprisingly, the relative rankings of destinations show that
many smaller Canadian communities punch above their weight when compared to much
larger cities. Three cities — Calgary, Kitimat, and Vancouver — accounted for the majority of
investment, mainly due to large investments in energy and mining. Vancouver, Toronto, and
Calgary also brought in over 40 percent of the total number of deals over the period. Of the
15 largest destinations for Asia Pacific investment, eight are in the west (Alberta and BC),
five in Ontario, with an additional one each in Quebec and Newfoundland and Labrador.
Many of the top destinations for investment in Alberta, BC, and Newfoundland and Labrador



rank high due to a small number of large deals in oil and gas production, while repeated
investments in the automotive industry led to several Ontario destinations also ranking high.

Canada’s investment into the Asia Pacific remained relatively flat into the middle of this
decade, only to grow dramatically in the most recent years. The main destinations for
Canada’s investment into the Asia Pacific are Australia, China, and India, representing nearly
63 percent of the investment flows from Canada to the Asia Pacific. The main industries that
Canada invested in were the finance industry and the mining and chemicals industry. Even
so, all other industries accounted for over 61 percent of the total number of deals completed
from 2003 to 2018.

At the provincial level, investors from Ontario, BC, Alberta, and Quebec were the most active
in Asia Pacific markets. Investors from Ontario focused their investment on financial and
transport services, investors from BC and Quebec focused their investment on mining, and
investors from Alberta focused their investment on energy. While investors from Canada’s
other provinces and territories made noticeable investments in mining, these provinces
drastically lagged behind the rest of the country in outward investment overall.

Canada’s investment footprint in the Asia Pacific is extensive, with 465 cities in the region
receiving Canadian foreign direct investment over the last 16 years. Four cities — Melbourne,
Sydney, Hong Kong, and Perth — received nearly 27 percent of Canada’s investment into the
region, with a diverse basket of industries invested in between them. Additionally, Beijing,
Hong Kong, Shanghai, Singapore, and Sydney received nearly 24 percent of the total number
of deals from 2013 to 2018. Of the top 12 destinations for Canadian investment in the Asia
Pacific, four are in Australia, three in China, three in South Asia, and two in Southeast Asia.
In many cases, Canadian state-owned enterprises investing in real estate and transportation
infrastructure have driven Canada’s largest investments in these cities. By looking down to
the city level, the APF Canada Investment Monitor data also shows how some of the biggest
destinations for Canadian investment are likely unfamiliar to many Canadians: names such as
Gopalganj, Xuyén Méc District, and Gove Peninsula.

Although Canada’s investment relationship with the Asia Pacific has grown moderately
over the past 16 years, the Asia Pacific remains far behind other sources of investment into
Canada, and Canada represents only a small share of investment in the Asia Pacific. Canada
needs to continue to leverage its strengths and build stronger ties with the region in the
future in order to improve market access and position itself as an important investor in
and investment recipient from the diverse economies that make up the Asia Pacific. APF
Canada and The School of Public Policy at the University of Calgary hope that the APF
Canada Investment Monitor will shine a spotlight on Asia Pacific investment in Canada and
encourage a greater understanding of how this investment contributes to Canada’s current
and future economic prosperity.



INTRODUCTION

The Growing Importance of Investment to and from Asia

The role of the Asia Pacific in the world has never been as big or as important in modern times
as it is today. Continuous growth across the Asia Pacific has been met with significant flows

to and from the region. Previously led by Japan, Australia, and South Korea, China is now the
main economic driver of the region following record-breaking economic growth over the past
20 years. China’s rise in wealth has occurred alongside rapid economic shifts across Southeast
Asia, as countries like Vietnam, Thailand, and Malaysia, once primarily recipients of foreign
aid, begin to pique interest as investment destinations and participate in multilateral trade
deals.

Observers forecast that the Asia Pacific will continue to cement its position as the centre of
the global economy over the next 30 years. By 2030, the region is expected to encompass 65
percent of the world’s middle class?, and by 2050, the region will contain four of the world’s
10 largest economies; according to PwC, China and India will both overtake the United States
in terms of gross domestic product (GDP) at purchasing power parity.” Indonesia, currently
ranking eight, is expected to become the fourth-largest economy by 2050 and will take
Japan’s current spot, with Japan in turn expected to drop four spots and take Indonesia’s
current spot at eight. Accordingly, the Asia Pacific is increasingly becoming a major source of
investments for Canada. While investments from Japan and Australia are long established
and at a sustained level, the majority of investments now originate from China from both
private and state-owned enterprises.

At the same time, the foreign investment landscape that we have become accustomed to

is changing. As a wave of nationalism sweeps through western democracies, sentiments
toward foreign investment are changing, forcing foreign firms to reconsider their approach

to foreign investments. A significant change within the past five years is the United States’
role as a “safe” destination for investments, as the current US administration has adopted

an increasingly nationalistic approach to foreign investments. With all this combined, the
Asia Pacific is becoming both an increasingly attractive destination for companies wanting to
diversify away from traditional investment destinations such as the United States, the United
Kingdom, and Europe and an important source of investment capital for economies around
the world.

Cities are the epicentres of Asia Pacific investment activities in Canada. From 2003 to 2018,
Asia Pacific investors channelled more than C$67B in Canada’s four most populous cities -
Toronto, Montreal, Vancouver, and Calgary. These investments fuel economic growth, induce
technological “spillover,” increase productivity, and support job creation in the cities.?

* Kharas. The Unprecedented Expansion of the Global Middle Class: An Update. Brookings Institute, February 2017. https://www.brookings.edu/
wp-content/uploads/2017/02/global 20170228 global-middle-class.pdf

2 PwC. The World in 2050. https://www.pwc.com/gx/en/world-2050/assets/pwc-the-world-in-2050-full-report-feb-2017.pdf

3 Arcand. The role of Canada’s Major Cities in Attracting Foreign Direct Investment. Conference Board of Canada, May 2012. https://www.
conferenceboard.ca/e-library/abstract.aspx?did=4817



How Canada Stacks up in Its Investment Relationship with Asia

While Canada has enjoyed many aspects of its position next to the world’s largest

economy, the United States, this strategic positioning has come at the cost of investment
diversification. In terms of its investments abroad, Canada in 2017 sent 45 percent of its total
investments abroad to the United States and 24 percent to the European Union, the latter

of which included 9 percent of Canada’s total going to the United Kingdom. The Asia Pacific,
despite having a larger population and covering a larger geographical area than the European
Union, accounted for only 7 percent of Canadian investment abroad.*

FIG. 1 Breakdown of Destination for Canadian Outward FDI Stocks, 2017
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Source: Statistics Canada, 36-10-008-01

4 Statistics Canada. Table: 36-10-0008-01. 2018.



FIG. 2 Share of Total Inward Foreign Direct Investment from the Asia
Pacific for Select Countries, 2017

% of Total Inward Foreign Investments

Australia 17.6%
U.s. 17%
New Zealand 9.4%
Canada 9.3%
U.K. 9%
France 3.4%

Source: Australian Bureau of Statistics; Bureau of Economic Analysis (U.S.); Stats NZ Tatauranga Aotearoa (New Zealand);
Statistics Canada; Office for National Statistics (U.K.); Banque du France

In 2017, investments from the Asia Pacific made up 9.3 percent of Canada’s total inward
foreign direct investments (FDI). A similar level of inward foreign direct investment from the
Asia Pacific was seen in New Zealand and the United Kingdom at 9.4 percent and 9 percent,
respectively. This value was as low as 3.4 percent in France and as high as 17.6 percent in
Australia. For comparison, investments from the Asia Pacific amounted to 17 percent of the
United States’ total inward foreign direct investments in 2017; investments from Canada
accounted for 11 percent of total foreign direct investments.

Even though investments from the Asia Pacific made up less than 10 percent of Canada’s
total inward foreign direct investment, the amount Canada received was comparable to
other developed countries of similar economic size. Likewise, the Asia Pacific region receives
less in terms of investment amount from Canada than it does from the United Kingdom. In
terms of furthering investment opportunities, Canadian businesses looking to invest abroad
now have non-discriminatory access to key Asia Pacific economies such as Japan, Australia,
New Zealand, and Vietnam through the implementation of the investment chapter of the
Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP). This is on
top of Canada’s five foreign investment promotion and protection agreements (FIPA), also
known as bilateral investment treaties (BITs), with Asia Pacific economies including China,
Hong Kong, Mongolia, the Philippines, and Thailand. While Canada’s Asia Pacific network

of free trade agreements (FTA) and BITs is especially strong when compared to the United
States’ three BITs with Asia Pacific countries, it ranks far behind the United Kingdom, France,
and Australia who have 16, 14, and 9 BITs with Asia Pacific economies, respectively.®

® United Nations Conference on Trade and Development. International Investment Agreements. Investment Policy Hub.



FIG. 3

There are still plenty of opportunities for Canada to further investment opportunities with
the Asia Pacific, and one possible avenue could be through expanding its current list of BITs.
Canada currently does not have any agreements related to investments with Indonesia

and is currently still in negotiations for a bilateral investment treaty with India. While an
investment agreement does not guarantee greater investments between Canada and any
partner economy, having an agreement in place can make regulations and treatment of
investments in each party’s jurisdiction clearer for Canadian businesses.

What Official Statistics Cannot Tell Us

Despite the importance of FDI to the Canadian economy, little information is publicly
available about foreign investment in Canada in terms of the number of deals, size of
investment values, and distribution across regions and industries. While Statistics Canada,
Canada’s national statistical agency, provides information on investment flows, it does not
paint a complete picture of Canada’s foreign direct investment ties with the Asia Pacific.

Official Statistics on Canadian FDI Stock Abroad, 2003-2017
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FIG. 4 Canada’s Market Share of Select Asia Pacific Economies’ Inward FDI
Stock, 2012-2017

4.5%
4.2%
4.0%
3.5% 3.5%
3.0%
2.5%
2.0%
1.5%

o 1.1%
1.0% 0.9%

0.5% 0.6% 0.6%

0%
2012 2013 2014 2015 2016 2017

Market Share of Inward FDI Stock (percent)

B Australia B China [ Japan I Singapore

Source: Australian Bureau of Statistics; National Bureau of Statistics of China; JETRO (Japan); Statistics Singapore

Official statistics across the region show that Canada is a small investor in the Asia Pacific.
Data from the official statistics bureaus in China, Japan, and Singapore show that Canada’s
market share of investment into Asia Pacific economies has been fluctuating between 0.5
percent to 1.1 percent for the past five years, while Canada’s market share in Australia’s
inward FDI stock has steadily increased since 2013, but is still only just above 4 percent.



FIG. 5

FIG. 6

Total Canadian FDI Stock (percent)

Official Statistics on Asia Pacific FDI Stock in Canada, 2003-2017
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Canada’s Share of Select Asia Pacific Economies’ Total Outward FDI
Stocks, 2012-2017
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Likewise, when it comes to Asia Pacific investment into Canada, the region’s official statistics
bureaus in China, Japan, and Singapore show that their investment into Canada has remained
more or less consistently marginal, while the proportion of Australian outward FDI destined to
Canada has decreased from 5.5 percent in 2013 to 1.5 percent in 2017.

Official statistics show investment stock at a national level and use a top-down approach based
on the international standard balance of payment calculations, which official statistics bureaus
generate from banking system reports and direct surveys. However, the broad-level public

data from Statistics Canada is often unable to capture the ultimate sources and destinations of
inbound and outbound investments, the subnational-level data (namely, investment ties at the
provincial and city levels), and the industry breakdown of investment from each Asia Pacific
economy.

The lack of publicly available data on the volume, scale, and scope of Asia Pacific investment
in Canada has important effects on the public perception of investment relations between
the two regions. For example, according to the 2016 National Opinion Poll conducted by the
Asia Pacific Foundation of Canada (APF Canada), Canadians estimated that FDI from China
made up 25 percent of Canada’s total inward direct investment, while the actual figure at
the time was closer to 3 percent. The polling further showed that this misperception of the
size of Chinese investment in Canada is also tied to the negative opinion on foreign inbound
investments, as Canadians who significantly overstated the value of Chinese investment

in Canada were also more likely to say Canada has allowed “too much” investment into the
country from China.

The APF Canada Investment Monitor Fills the Gap

Given the limitations in the official statistics, the purpose of the Investment Monitor is to
complement Statistic Canada’s investment data in order to provide a more comprehensive
picture of the two-way investment relations between Canada and the Asia Pacific. APF Canada
has partnered with The School of Public Policy at the University of Calgary to develop its
Investment Monitor and to track foreign direct investments at the establishment level. This has
enabled the APF Canada Investment Monitor to add further detail beyond that available from
official statistics and to unveil key trends in Canada’s investment ties with the Asia Pacific.

The inaugural Investment Monitor 2017 report looked at investment from the Asia Pacific in
Canada, while the Investment Monitor 2018 report focused on Canadian outbound investment
into the Asia Pacific. The reports depicted key trends on the sources of Canadian inbound and
outbound investment from the national and provincial perspectives, as well as investment
destinations in the Asia Pacific from the national perspective.

This year, the Investment Monitor 2019 annual report focuses on both inbound and outbound
foreign direct investment between Canada and the Asia Pacific, while also highlighting key
trends in the two-way investment ties at the national, provincial, and city level.

13



BOX 1. CROSS-BORDER INVESTMENT AND FDI

Cross-border investments can be separated into two major groups: 1) foreign portfolio
investment (FPI) and 2) foreign direct investment (EDI).

1.

FOREIGN PORTFOLIO INVESTMENT (FPI)

EPI is considered a temporary investment by a resident or enterprise of one
economy into a financial asset of another economy. This investment involves a non-
controlling stake in an enterprise in the form of equity and/or debt securities as
well as loans. For example, a resident of Australia buying a small share of stock on
the TSX would be considered FPI.

FOREIGN DIRECT INVESTMENT (FDI)

EDI is defined as a long-term or lasting-interest investment by a resident or
enterprise of one economy into a tangible asset of another country. This type of
investment is deemed “long term” or of “lasting interest” if it is either a greenfield
investment or an acquisition of at least 10 percent of the equity or voting shares of
an enterprise. This 10 percent threshold is considered a controlling interest in an
enterprise and is what primarily distinguishes FDI from portfolio investment, since
it usually coincides with a transfer of management, technology, and organizational
skills along with capital. For example, a Japanese firm buying a 20 percent stake in
a Canadian pulp mill would be considered FDI.

Source: APF Canada Investment Monitor
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CHAPTER 1: THE NATIONAL PICTURE

Key Section Takeaways

+ Today’s investment stories and landscape are very different from those of the post-global
financial crisis (2007-2010, and even 2011-2014).

+  The oil and gas, basic resources (mining), and automobile and parts sectors continued
to dominate foreign direct investment into the Canadian economy, but there is also
increased diversification into the real estate, financial services, and technology services
sectors.

+  China, Japan, Hong Kong, and Australia continued to be the key investors from the Asia
Pacific into Canada.

+ Canada is investing in Asia Pacific’s mining, industrial transportation, real estate
investment and services, and electricity sectors, particularly in Australia and China.

National Discussion on Fluctuation and Partners

Over the past 16 years, investment from the Asia Pacific grew substantially in both volume

and activity. For the period from 2003 to 2018, the APF Canada Investment Monitor captured
C$151B in investments from the Asia Pacific into Canada through 905 deals from 14 Asia Pacific
economies. Despite international economic tensions making significant global headlines in 2018,
APF Canada Investment Monitor data shows that Asia Pacific investment in Canada has grown
nine-fold over the past 16 years.

From 2015 to 2018, Canada continued to receive high foreign direct investment from the Asia
Pacific, at C$51.2B over those four years, and additionally received the highest number of recorded
deals (333 deals). The particularly high foreign investment dollar value stems in large part from a
C$40B investment to build an export facility in Kitimat, BC. Of this deal’s dollar total, 60 percent
(C$24B) was by Asia-based oil companies involved in LNG Canada - a joint venture between Shell,
Petronas, PetroChina, Mitsubishi Corporation, and Korea Gas Corporation.

The trend of large investment deals from multinational corporations, particularly into Canada’s
natural resources sectors, is consistent with the investment patterns from previous years

and periods. For example, the exceptionally high foreign direct investment Canada received

in the post-financial crisis period (from 2011 to 2014) was driven in large part by a few large
multinational corporation deals, such as Mitsubishi Group’s C$3.2B investment in 2012, China
National Offshore Oil Corporation’s C$16.7B investment in 2013, and Australia’s Woodside
Energy’s C$2.2B investment in 2014. This resulted in large differences in year-to-year investment
flows, and even across four-year periods. Despite the increased diversification into other sectors
such as real estate, financial services, technology services, and pharmaceutical, oil and gas sectors
continue to dominate Asia Pacific investment in Canada.

15



FIG. 7

FIG. 8

Investment Value (C$ Millions)
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From within the Asia Pacific, China, Japan, and Hong Kong were the top investor source-
economies from 2003 to 2018. From 2003 to 2018, China invested over C$59.9B in Canada,
Japan invested C$34.5B, and Hong Kong invested C$15.5B. The scale of Chinese investment
into Canada has been sporadic. China has invested significantly into Canada’s energy and
mining industries since 2009 (currently valued at more than C$45B) and exhibited an
extraordinary peak in the year 2013 at over C$17B. Although investments from Chinese firms
continued to dominate the Canadian resources industries, investments in the past three years
showed increased diversification into Canada’s real estate and health care sectors. Japan’s
market share in the Canadian economy was consistently strong, particularly within Canada’s
automotive sector. However, Japanese investment into Canada declined from 2003 to 2018.
More recently, Japanese investment diversified into the retail sector, with players such as
UNIQLO and Muji. Hong Kong had also been a significant investor into Canada’s energy
sector. In the last three years, Hong Kong’s Husky Energy made significant investment (over
C$4B) in Canada’s oil and gas sector in Saskatchewan and Newfoundland and Labrador.

Southeast Asian nations such as Singapore and the Philippines invested more into the
Canadian economy, but the Association of Southeast Asian Nations (ASEAN) as an economic
region still lagged behind the other Asia Pacific economies and captured only 5 percent of the
inbound market share. ASEAN is one of the world’s fastest-growing economic regions and the
Asia Development Bank has estimated its 2018 GDP growth rate at 5.1 percent, illustrating
both a gap and an opportunity for Canada to strengthen its two-way investments with
ASEAN and other emerging economies.

Although Canada expressed a growing interest in diversifying trade and investment
opportunities beyond its traditional economic partners, Canada’s shift toward other markets
over the past 10 years was modest. According to APF Canada’s 2018 National Opinion Poll,
there is an inverse correlation between perceptions of a worsening Canada-US relationship
and increased public support for further diversifying Canada’s economic engagement with
the Asia Pacific — Canadians showed greater support for diversifying Canada’s economic
engagement with the Asia Pacific. In the 2018 polling, 60 percent of Canadians agree that
“the growing importance of China as an economic power is more of an opportunity than a
threat,” whereas when the same question was asked in 2004, only 27 percent of Canadians
agreed. As mentioned previously, Canada currently has only five FIPAs in force with the
Asia Pacific economies: China, Hong Kong, Mongolia, the Philippines, and Thailand. Yet, key
foreign direct investments from Asia Pacific economies in Canada were from China, Japan,
Australia, and South Korea.

17



Asia Pacific Investments in Canada’s Sectors: Natural Resources
Dominate, Despite Decline

Asia Pacific investment dollar volumes continue to be deeply tied to Canada’s natural
resource-based industries (energy, mining, and chemicals), which accounted for 74 percent
(C$111B) of the total value of investment from 2003 to 2018. However, the energy and
mining and chemical sectors experienced a significant drop in investment volumes and
values in the last six years, since the purchase of Nexen by the China National Offshore

Oil Corporation in 2013. The last six years’ decline in investment occurred in a context of
declining commodity prices and a lack of large-scale investments matching the Nexen deal.

FIG. 9 Asia Pacific Investment in Canada’s Energy, Mining &
Chemical Industries, 2003-2018
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Asia Pacific Investment into Canada by Sector, 2003-2018
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The trend of large investments from multinational corporations was seen in the automobile
and parts, foods and beverages, real estate, and software and computer sectors as well.
Notable examples included Japan’s Toyota Group’s C$708M expansion in Woodstock,
Ontario, in 2018; Japan’s Sapporo Holding’s C$400M acquisition of Sleeman Breweries in
2006; China’s Greenland Group’s C$400M residential development project in Toronto; and
India’s Tata Group’s C$292M acquisition of Teleglobe International Holdings in Montreal.

Within Canada’s natural resources industries, there was very low investment from the Asia
Pacific in agriculture and forestry. India-based Aditya Birla Group’s purchase of the assets of
Terrace Bay Pulp Mill in Ontario for C$279M in 2012 was the largest deal in the agriculture
and forestry industry. There were no investments in agriculture and forestry between 2016
and 2018.

Although Canada’s natural resources industries were the significant driver of investments
from the Asia Pacific, investments in consumer goods and services, industrial goods and
services, and the finance and technology industries are growing. Specifically, there was high
investment activity from the Asia Pacific in Canada’s automobile and parts sector (C$13.3B),
real estate investment and services sector (C$2.5B), and the software and computer services
sector (C$2.4B). Japanese automotive giants Honda, Toyota, and Nissan, as well as Hyundai,
the Korean automaker, were heavy investors in Canada’s automotive industry for automobiles
and parts.
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FIG. 11

The real estate investment and services sector and the software and computer services
sector showed the greatest growth in the last four years. China and Hong Kong were strong
investors in Canada’s real estate investment and services sector in BC and Ontario. For
example, Canada’s Intergulf Development Group and China’s Modern Green Development
Corporation have partnered to develop the Oakridge Transit Centre for TransLink Canada for
C$450M. For the software and computer services sector, Canada saw the highest investment
dollars from the Asia Pacific, valued at C$449M. In addition to giants such as South Korea’s
Samsung Group and LG Corporation, Japan’s Fujitsu, and India’s Mahindra Group, China’s
Alibaba and Beijing Xiaoju Technology Co. invested in Canada’s technology sector. In 2018,
China-based Didi Chuxing, a transportation network company operating under Beijing
Xiaoju Technology, invested C$119M to build a research facility for artificial intelligence and
intelligent driving in Toronto.

Method of Entry: Greenfield Dominant, but Growth in M&As

Greenfield remained the preferred investment method from Asia Pacific-based companies,
but increasingly, investors are shifting their mode of entry from greenfield to mergers and
acquisitions (M&A). From 2003 to 2018, there were 581 greenfield investment deals and
324 M&A deals. Although there were more greenfield investment deals, M&A investment
was growing rapidly. For example, comparing the period from 2015 to 2018 with its previous
period (2011 to 2014), the number of greenfield investments only grew by 26 percent,
whereas the number of M&A deals increased by 77 percent. In 2017, there were more M&A
deals made than greenfield deals, which had only ever occurred in 2009 and 2013.
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FIG. 12

From 2003 to 2018, the Asia Pacific economies invested a total of C$82.4B in greenfield
investment and C$68.8B in M&A investment. Japan, China, and Malaysia were the largest
players for greenfield investments. About 36 percent of greenfield investments were from
Japan (valued at C$30B), followed by China at 24 percent (C$20B) and Malaysia at 12 percent
(C$10B). For M&A investments, the top players were China, Hong Kong, and Japan. China
accounted for 58 percent of all M&A investments (C$40B), followed by Hong Kong at 12
percent (C$8B) and Japan at 7 percent (C$5B). In terms of the number of deals, the top
economies investing into Canada through greenfield investments are Japan (207 deals),
China (142 deals), and Australia (68 deals). The top economies for M&A investments into
Canadian markets are China (102 deals), Japan (53 deals), and Australia (53 deals).

State-Owned Enterprises in Canada: Despite the Public Attention, a
Declining Factor

In the past five years, there has been a significant decline in investment from Asia Pacific-
based foreign state-owned enterprises (SOEs). Although the C$16.7B acquisition of Nexen

by Chinese SOE China National Offshore Oil Corporation made headlines in 2013, SOE
investment from the Asia Pacific has fallen since that year. In the period from 2011 to 2014,
there were 80 Asian SOE investment deals made in Canada with a collective value of C$39.6B.
In contrast, only 33 deals were made from 2015 to 2018, valued at C$20.4B.
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FIG. 13

National polling showed Canadians were nervous about foreign investment from SOEs in
Asia. In APF Canada’s 2016 National Opinion Poll, survey results showed there was never

a majority in favour of SOE investment from any Asia Pacific economies. For example, 84
percent favour a private investment from Australia, while only 44 percent favour a state-
owned investment. For China, a majority (51 percent) favour a private investment, while only
11 percent favour a state-owned investment. While Canadians were relatively positive on
private investment from Asia, polling found that they were more cautious toward investment
from SOEs.
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Despite the public sentiment toward foreign SOEs, SOE investment accounted for half of

the investment from the Asia Pacific and was valued at C$78.4B. Non-SOE investment from
2003 to 2018 was valued at C$72.8B. According to the Investment Monitor data, about 97
percent of SOE investment was in the natural resources industry, with Alberta’s energy sector
exhibiting the highest investment in values and activities. Canada’s energy industry brought
in C$63.7B of investment from Asia Pacific SOEs (accounting for 81 percent of the SOE
investment from the Asia Pacific to Canada), while the mining and chemical sector brought
C$12.2B of investment (accounting for 16 percent of the SOE investment from the Asia
Pacific to Canada).
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The SOE investment in Canada was largely driven by the Chinese, Malaysian, and South
Korean economies, respectively. Canada saw C$47.5B of investment (61 percent of all SOE
investment) from China, followed by C$12.8B (16 percent) from Malaysia, and C$5.8B

(7 percent) from South Korea. In contrast, for non-SOE investments, the major Asia
Pacific economies were Japan, China, and Australia, with cumulative investment values at
C$31.4B (43 percent), C$12.4B (17 percent), and C$11.0B (15 percent), respectively, from
2003 to 2018.

BOX 2. FDI DEALS ARE NO LONGER JUST FDI DEALS

On July 20, 2017, Shenzhen-based Hytera Communications Co. completed the
purchase of Vancouver-based Norsat International Inc. for C$85.2M. What seemed like
an ordinary deal on the surface ended up being the centre of a media storm fuelled by
comments made by US security officials regarding the deal. With respect to sovereignty
related to business deals done within one’s own borders, the comments coming from
the United States regarding Canada’s apparent “jeopardizing [of] its own security
interests to gain favour with China” appeared to violate Canada’s freedom to pursue its
own economic agenda. However, it seems investment deals coming out of China into
Canada and North America in general are being increasingly politicized and scrutinized
for concerns regarding potential national security threats, especially for deals involving
SOEs or those with strong ties to the Chinese government.

This was the case for Hytera’s acquisition of Norsat, with concerns that client
information from Norsat’s previous dealings with the US and Taiwanese militaries could
be compromised following the acquisition. Anbang Insurance Group Co. Ltd.’s purchase
of Retirement Concepts, the owner of several long-term care facilities in BC, was also
scrutinized by security pundits after Anbang faced issues in the United States when
regulators attempted to trace the ownership and leadership structure within Anbang.
The Anbang deal was automatically reviewed by the Investments Canada Act due to the
size of the deal. Reports following the decision, however, highlighted that the Anbang
acquisition passed the national security review part of the overarching review.

A proposed acquisition of Calgary-based Aecon Group Inc. by China Communications
Construction Co., a Chinese SOE, in October 2017 was also scrutinized by security
analysts and government officials in both the United States and Canada. The deal

was eventually blocked seven months later by the Canadian government following a
full national security review. Had the deal gone ahead, Aecon would have been barred
from bidding on the construction contract for the Gordie Howe International Bridge
connecting Windsor, Ontario, to Detroit, Michigan, a key trading point between

the United States and Canada and a project Aecon was actively pursuing. Aecon
eventually signed on to the bridge contract, after the deal with China Communications
Construction Co. was blocked.
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Questions now arise about Canada’s ability to continue promoting itself as a friendly
destination for Chinese FDI, a major initiative set forth by the current federal Liberal
government and several of Canada’s provinces. Rising national security concerns
expressed by four of the Five Eyes intelligence sharing coalition (Canada being the
remaining fifth) in regard to Chinese FDI puts pressure on Canada to follow suit. On the
flipside, however, the Chinese government has expressed displeasure at having deals
originating from its country being reviewed, and officials have gone as far as calling for
retaliatory measures in response to blocking Chinese FDI. Now with ever-rising security
concerns in western economies, the Canadian government must choose whether it
should have a firmer stance on FDI flows from SOEs or let the market take its course.

Canadian Investment in the Asia Pacific: Fewer Deals, but More Dollars

In the past three years, there was a decrease in the number of Canadian investment deals

in the Asia Pacific. However, Canadian businesses are investing more dollars. Although the
number of deals made between 2015 and 2018 dropped by 21 percent, from 555 deals to 437
deals, compared to its preceding period (2011 to 2014), the value of Canadian investment in
the Asia Pacific had increased by 40 percent, from C$46B to C$64B.

In terms of investment values, Canadian companies have been investing in the natural
resources-based industries in the Asia Pacific economies. The top sector for investment was
mining. This sector consists of general mining, gold mining, mining for platinum and precious
metals, and mining for diamonds and gemstones. From 2003 to 2018, the mining sector
accounted for 10 percent (C$22B) of all investments. The top countries that Canada’s mining
sector invested in were Australia, the Philippines, and Indonesia, for the highest dollars of
investment, and China, Australia, and Mongolia for the highest number of investment deals.
Canada invested more than C$8B in Australia’s mining sector, over C$4B in the Philippines’
mining sector, and over C$2B in China’s mining sector. To date, Canada has 149 deals in the
mining sector with China, 127 deals with Australia, and 49 with Mongolia.

Outside the natural resources industries, Asia’s industrial transportation sector and its real
estate investment and services sector saw increased investment from Canadian businesses
in the last four years. Within the industrial transportation sector, Canada invested over
C$20B, particularly in the Australian and Chinese economies. Australia saw the most
dollars (C$11.8B) invested by Canadian companies such as Toronto-based Brookfield Asset
Management Incorporated, while China had the highest number of deals (26 deals) and was
the second highest (C$4B) in terms of dollars invested in the sector. Canada also invested
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over C$19B in the Asia Pacific’s real estate investment and services sector, with Australia,
China, and India as the leading destination economies. The year 2018 saw the greatest
investment from Canada into the Asia Pacific’s real estate investment and services sector
in both volume and activity, valued at C$5.9B over 14 deals. The growth was largely driven
by Canadian state-owned enterprises’ outbound investments in Australia’s real estate
sector, such as from the Canada Pension Plan Investment Board (CPPIB) and the Ontario
Municipal Employees Retirement System.

FIG. 14 Canadian Investment in the Asia Pacific, 2003-2018
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FIG. 15 Canadian Investment in the Asia Pacific by Major Destination, 2003-2018

70,000

64,698
60,000
50,000
40,000

30,000

20,000

Investment Value (C$ Millions)

10,000 7,190

6,562 6,366 6,056 5,235

N (@ 5 ng o e > @ P@

@ W W S Y ) o 29 e <
po° ¢ g%\oog LSt S A
W

Source: APF Canada Investment Monitor and fDi Markets (accessed April 9, 2019)

Overall, the top destinations for Canadian outbound investments remained Australia, China,
India, and Hong Kong. The Investment Monitor data captured C$64.7B worth of Canadian
investment into Australia, C$41.5B of investment into China, C$24.8B of investment into
India, and C$11B of investment into Hong Kong. In 2018, Canada also saw its highest
investment in terms of dollars to Australia’s economy at C$8.2B. The ASEAN nations
accounted for 17 percent of Canada’s total outbound investment, valued at C$34.8B, with
Vietnam, the Philippines, Indonesia, and Singapore being the top ASEAN nations to see
Canadian investment.
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FIG. 16

Canada Investing in a Variety of Sectors

Between 2003 and 2018, the top sectors for Canadian investment in the Asia Pacific were
mining, industrial transportation, and real estate investment and services. The mining sector
(over C$21.7B) and the industrial transportation sector (over C$20.5B) each account for over
10 percent of the total outbound investment from Canada to the Asia Pacific, while the real
estate investment and services sector (C$19B) accounts for 9 percent of Canadian outbound
foreign direct investment.

Although mining is the overall dominant sector for Canadian companies, Canada’s investment
in the Asia Pacific’s mining and chemicals industry has dropped significantly in recent years.
From 2015 to 2018, the mining and chemical industry was valued only at C$864M, an 81
percent drop compared to the previous period (2011 to 2014), which saw investments at
C$4.7B, and a 62 percent drop from the 2003 to 2006 period, which had over C$12.4B in
investments.

On the other hand, Canadian investment in the Asia Pacific’s energy sector was almost
double in the period from 2015 to 2018 compared to the previous four-year period (2011
to 2014). In the last four years, Canadian companies invested over C$8.8B in Asia’s energy
sector. Notably, in 2015, Toronto-based solar energy firm SkyPower Global made a C$6.5B
investment in Bangladesh’s solar power sector.

Canadian Investment in the Asia Pacific by Sector, 2003-2018
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FIG. 17

Canadian Investment in the Asia Pacific's Energy, Mining &
Chemical Industries, 2003-2018
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BOX 3. CANADIAN SOLAR INC. SHINES BRIGHTLY IN ASIA

Coal’s run as the go-to source for energy and heat is coming to an end for a large
portion of the world. Many advanced economies at the national or state level in Europe
and North America are abandoning coal in favour of cleaner and more renewable energy
sources such as nuclear, solar, or wind. Asian countries are attempting to make a similar
transition in the coming years as major cities like New Delhi, Beijing, and Seoul - to
name a few — get choked by smog and fine dust particles resulting from activities
related to coal use. Countries like India and China continue to use coal as it is relatively
cheap compared to other sources, but government policies are starting to acknowledge
the problem burning coal creates. In a speech at the World Economic Forum meeting in
Davos in 2017, Chinese President Xi Jinping recognized the negative effects of climate
change and called for a domestic “green shift” toward the use of alternative energy.

Helping pioneer this transition of energy sources in Asia is Guelph, Ontario, based
Canadian Solar Inc. After establishing itself through a contract with Volkswagen
Group, Canadian Solar capitalized on the renewable energy wave of the mid-2000s as
governments offered large incentives for renewable energy solutions, including solar
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panels and components. Since Canadian Solar’s inception in 2001, it is now one of

the world’s largest producers of solar panels, earning well over C$3.3B in revenues

in 2017. The company has a significant presence in the Asia Pacific region, with a
manufacturing plant in Changshu, China, and numerous solar farm projects in Japan,
China, and Southeast Asia. Recently, the company made a foray into new markets, and
2018 saw the company open its first plant in India in a project worth C$20M. In 2019,
it will enter South Korea for the first time with a project worth C$82M to set up a solar
photovoltaic project in Gangwon.

As more of Asia begins transitioning from coal to other forms of energy sources,
Canadian Solar’s long-standing presence in the region, along with its track record of
producing quality solar farms, shows that Canadian investments in the energy sector
can go beyond oil and gas. Canadian Solar is also part of a larger wave of Canadian
companies exporting alternative energy sources in Asia. Since 2007, Canadian
companies have taken part in nearly 80 deals involving the production, installation, or
implementation of renewable energy technology in Asian economies.

In non-resources-related industries, Canadian companies in the real estate investment sector
exhibited strong growth in the period between 2014 and 2018. In that period, the CPPIB
made heavy investment in the Asia Pacific’s real estate and financial sectors, valued at more
than C$4B in total. The CPPIB also drove the growth in the industrial goods and services
industry in 2018. That year, the CPPIB invested over C$1.8B into the Asia Pacific’s industrial
transportation sector, and over C$1.7B into the construction and material sector.

The food producer sector in the consumer goods and services industry also saw major
investments, particularly by Montreal-based Saputo Inc. In 2018, Saputo acquired Murray
Goulburn in Australia for C$1.3B and became the first and largest foreign-owned company in
the history of Australia’s dairy industry.
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FIG. 18

Canadian Firms Still Entering with Greenfield Deals

In terms of the type of investment in Asia Pacific economies, Canadian companies heavily
favoured greenfield deals, although the investment amount in M&A deals has also increased
since 2003. Overall, there were a total of 1,558 greenfield deals from 2003 to 2018,
accounting for 71 percent of the investments and valued at C$134B, while the M&A deals
accounted for 29 percent of the investments, at 630 deals and a value of C$75B.

However, although greenfield remained the preferred investment method into the Asia
Pacific, the dollars of investment generated from M&A deals have increased since 2003 and
surpassed the investment amounts from greenfield deals starting in 2016. During the period
between 2003 and 2006, only 11 percent of investment came from mergers and acquisitions
(C$5B), whereas between the period from 2015 to 2018, the investment dollars generated
from M&A deals accounted for 59 percent of the total investment (valued at almost C$38B).

In terms of the number of deals, Chinese firms had the greatest number of greenfield
investment deals and dollars invested from Canadian firms. There were 589 greenfield
investments from Canada to China, which accounted for 25 percent of all greenfield
investment. Following China, other leading Asia Pacific economies for greenfield investment
from Canada were India (182 deals), Australia (173 deals), and Singapore (93 deals). For the

Canadian Greenfield and Merger & Acquisition Investment in the Asia
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FIG. 19

value of greenfield investment from Canadian firms, China is the top destination economy
valued at almost C$34B, followed by Australia at C$22B, India at C$17.6B, and Vietnam at
C$9B.

For M&A deals, the top destinations are Australia and China. Australia accounted for over 34
percent of M&A deals, with 215 deals and over C$42B in investment, and China accounted
for over 27 percent of M&A deals, with 167 deals and over C$7.9B in investment.

Canada’s SOEs Now Make Up the Majority of Yearly Flow

While lively discussion surrounds foreign state-owned investments into Canada, less
attention is paid to the active and growing presence of Canada’s own state-owned
investments across the Asia Pacific. Although making up just 0.2 percent of deals in the 2003
to 2006 period, with a total value of C$375M, Canadian SOEs have consistently increased
their role as investors in terms of both share and absolute values, to the point where 15
percent of Canada’s deals in the region, valued at C$25.8B, were conducted by Canadian
SOEs in the 2015 to 2018 period. Even more notably, the most recent two years are the first
time a majority of Canadian investment originated from SOEs: 54 percent in 2017 and 61
percent in 2018.
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FIG. 20

Canada’s SOEs are making bigger deals on average than their private counterparts, too, and
are increasing their number of deals. Thus, while only one outbound SOE deal occurred from
2003 to 2006 — a mere 0.2 percent of that period’s activity — the most recent 2015 to 2018
period saw 58 SOE deals — or 15 percent of activity. In 2015, SOEs made up more than 10
percent of deal activity for the first time, and increases in SOEs’ share of total activities have
persisted to 2018 (15 percent).
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In all, Canada’s SOEs have invested C$37.2B into the Asia Pacific, to non-SOEs’ C$175.4B.

Of that C$37.2B, nearly half, or C$17.4B, has flowed from SOEs into just one economy:
Australia. Flipping the script of Canadian worries over incoming SOE transactions, Canada’s
SOEs have made significant deals in Australia’s real estate, transportation infrastructure, and
financial services sectors.
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CHAPTER 2: THE PROVINCIAL PICTURE

Key Section Takeaways
+  BCand Alberta are investing less in the Asia Pacific relative to previous years.

+ Investments flowing to Ontario are at their highest point; BC and Quebec are down, but
above pre-recession levels.

+  Alberta is still reeling following oil price shock, but slowly recovering.

+ The big four provinces are seeing more diversified investments from Asia plus
investments in their industry of strength.

+ Investments into other provinces/territories are often characterized by a single or a few
“whale” deals.

+  The territories and the Prairies are playing to their strengths; Atlantic Canada is seeing
more investments in support services.

Canada’s Biggest Provinces Continue to Lead Investments, but Some
More Than Others

The flow of two-way international investment between Canada and the Asia Pacific continues
to remain concentrated between Ontario, Quebec, Alberta, and BC, Canada’s largest provinces
by GDP. As shown by APF Canada’s Investment Monitor, BC, Alberta, and the rest of Canada
saw inward investments exceed outward investments following the recession, whereas the
opposite was the case in Ontario and Quebec. Ontario was also the only province to have
outward investment in excess of their pre-recession levels, while Quebecois investments

in the Asia Pacific exceeded the investments the province received from the Asia Pacific

in all years considered aside from the period between 2011 and 2014. All other provinces
saw declines in their level of investment in the Asia Pacific. The other provinces fared a bit
better in terms of receiving investments from the Asia Pacific, as only Alberta has seen fewer
investments from the Asia Pacific since the Great Recession. BC was the standout here as the
province has seen investments from the Asia Pacific grow nearly five-fold since the recession
relative to pre-recession levels.
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Asia Pacific Investment into Canada by Province, 2003-2018
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Inward investments into BC, Alberta, and Quebec from the Asia Pacific have primarily gone
into the same sectors as did previous investments from the Asia Pacific. For BC and Alberta,
these sectors include oil and gas. BC and Quebec also saw investments in their mining sectors,
and Ontario saw sustained investments in its automobile and parts sector. At the same time,
these provinces more recently saw investments shift away from their strengths and into
more technology-focused sectors. In the past few years, Quebec has seen rapid development
of its technology sector and has seen itself transform into a hub for artificial intelligence
(AI) research and development. BC and Alberta have also seen increasing investments into
the alternative energy sector. Beyond the big four provinces, deals from the Asia Pacific have
been sporadic, and often are characterized by “whale” deals — one or two major investment
deals from a single firm that outweigh other investments into the province. Recent deals

in the provinces outside the big four have been in business support-related sectors, such as
industrial transportation and computer services.
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FIG. 22

Canadian Investment into the Asia Pacific by Province, 2003-2018
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A similar story is taking place for outward investments into the Asia Pacific from the
provinces. BC, Alberta, and Quebec invested in the same sectors that the companies from the
Asia Pacific invested into the provinces. There were, however, some increased investments
into sectors that had previously received little focus. For example, BC companies have

made investments in software and computer services, Quebecois and Albertan companies
are making investments in the industrial transportation sectors, and some Quebecois and
Ontarian companies made major deals in the food products and real estate services sectors,
respectively. Looking at the rest of Canada, investment deals again have been sporadic and
pale in comparison to the big four provinces, with investments from the territories virtually
non-existent.

British Columbia: Continuing as a Gateway to the Pacific

BC is geographically adjacent to the Asia Pacific region and strategically positioned to be
Canada’s pacific gateway to developing and leading two-way investment ties between Canada
and Asia. In 2017, Asia accounted for more than 40 percent of the province’s merchandise
exports and 45 percent of its merchandise imports.® Although BC has been the second-
largest Canadian province investing in the Asia Pacific over the past 16 years, the value of its

¢ Industry Canada. Trade Data Online. https //www.ic. ge. ca/ app/scr/tdst/tdo/ crtr html?timePeriod= 10%7CComplete+Years&reportT;@e TE&search

&naArea=9998
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FIG. 23

investments into the region has declined relative to the investments the province has received
from the Asia Pacific over the same period. In the early 2000s, investment ties between BC
and the Asia Pacific were mostly characterized by outward investment flows from BC to the
Asia Pacific. However, later in the decade — as BC investments into the Asia Pacific declined -
investments into BC from the Asia Pacific surged; the direction of investment flow between
the two regions reversed.

Asia Pacific Investment into British Columbia by Sector, 2003-2018
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Investments from the Asia Pacific into BC remain well-diversified relative to other provinces
in Canada, with the oil and gas and mining sectors as the leading sectors from 2003 to 2018.
These sectors combined account for over 76 percent of BC’s total inward investment for the
last 16 years. In the last four years, investment interests from the Asia Pacific have grown

in the province’s other sectors. For example, BC’s real estate investment and services saw
over C$1.7B in investments between 2015 and 2018, compared to virtually no investments
before 2015. As well, the province’s health care equipment and services sector saw C$1.5B in
investments since 2015, compared to C$52M in investments between 2003 and 2006.

In 2018, the province saw a drastic investment uptake from the Asia Pacific in its oil and gas
producer sector. This rise in investment was driven by a C$40B liquified natural gas (LNG)

project in which a number of Asia Pacific investors acquired a stake in the project, including
Malaysia’s Petronas, China National Petroleum Corporation, Japan’s Mitsubishi Group, and
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Korea Gas Corporation.” Of the C$40B, the four Asia Pacific investors combined contributed
60 percent, or C$24B, to the project. The investment will finance the construction of the LNG
export terminal in Kitimat, a district municipality located approximately 1,450 km northwest
of Vancouver, and is expected to create 10,000 jobs by 2021.2

FIG. 24 British Columbia Investment into the Asia Pacific by Sector, 2003-2018
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On the other hand, BC outward investment into the Asia Pacific has been on the decline
since 2004. The mining sector continued to lead outward investments into the Asia Pacific,
accounting for nearly 30 percent of the province’s total investment in the region from 2003
to 2018. While the number of outward investment deals in the mining sector has increased
slightly in the period between 2015 and 2018 (43 deals) relative to the period between 2011
and 2014 (39 deals), the investment values of these deals dropped by C$2.4B.

In comparison to the mining sector, growing interest among BC investors was seen in the
software and computer services sector in the Asia Pacific from 2011 to 2018. BC outward
investments in this sector increased by C$97M from the 2011 to 2014 period to the 2015 to
2018 period, while the number of investment deals have increased from 9 to 13. Singapore
and Australia have emerged as the top two destinations for BC investments in this sector
over the past four years. These companies cite growing client bases in the Asia Pacific region

7 LNG Canada. LNG Canada Export Terminal. https://www.bcogc.ca/node/11289/download

8 CBC. B.C. Workforce Ready to Take Advantage of 10,000 LNG Jobs, Says Trades Council. October 4, 2018. https://www.cbc.ca/news/canada/british-
columbia/b-c-workforce-ready-to-take-advantage-of-10-000-Ing-jobs-says-trades-council-1.4849179




FIG. 25

as the reason for their investment.? For instance, Colligo, a software company specializing
in data synchronization solutions, invested close to C$31M in 2015 to open a new office in
Melbourne so that the company could better serve its customers in the Asia Pacific region.
Similarly, the Vancouver payment solution company Hyperwallet Systems invested C$8M to
establish a marketing operation in Singapore. The company cited a growing customer base in
the Asia Pacific region for its expansion.*®

Alberta: The Return of Oil and Gas Just a Pipe Dream?

Even though crude oil prices bottomed out in 2015, it appears that Alberta is still dealing
with the after-effects of the oil price shock. Albertan two-way investment remains down
across the board. Inward investments are at their lowest point since the Great Recession,
while outward investments are at their lowest point since 2003. After controlling for the
blockbuster C$15.2B deal between the China National Offshore Oil Corporation Ltd. and
Calgary’s Nexen Inc. in February 2013, inward investments to Alberta from the Asia Pacific
declined by nearly 80 percent in the period between 2015 and 2018 following continuous
growth between 2003 and 2014.

Asia Pacific Investment into Alberta by Sector, 2003-2018
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® T-Net. Colligo Selects Melbourne, Australia for Australasia Expansion. https://www.bctechnology.com/news/2015/10/27/Colligo-Selects-Melbourne-
Australia-for-Australasia-Expansion.cfm

** Hyperwallet Systems Inc. Hyperwallet Continues Global Growth With Opening of its APAC Headquarters in Sydney, Australia. https://www.
hyperwallet.com/news-announcements/hyperwallet-continues-global-growth-opening-apac-headquarters-sydney-australia,
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Alberta’s recovery from the record low oil prices of 2015 appears to be slow but in progress, as
the number of inward investments made in the province from the Asia Pacific have increased
year by year since bottoming out in 2016. There were 16 investments in 2018, compared

to only four investments in 2016. While the oil and gas sector continued to be the highest-
valued sector for investments from the Asia Pacific, over the past two years Alberta saw more
deals made in non-resources sectors relative to the resources sectors. In 2017, the province
saw three deals in resources sectors and four deals in non-resources sectors. In 2018, these
numbers jumped to 6 in resources sectors and 10 in non-resources sectors.

Growth in non-resources sectors in 2018 came from a rather unexpected source. In June,
Australia-based Dementia Care Matters announced it would expand its business to Canada by
opening five locations in Alberta and one in Ontario by the fall of the same year. The company
provides training assistance to those caring for people with dementia through courses and
the establishment of a community support group. With the number of Albertans aged 40

and older being diagnosed with dementia expected to rise three-fold in the next 30 years,
Dementia Care Matters’ entry into Alberta will help provide caregivers the proper training
needed to handle the rise in dementia cases.**

Alberta Investment into the Asia Pacific by Sector, 2003-2018
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1 Alberta Health Services. Population Estimates of Dementia in Alberta. https://www.albertahealthservices.ca/assets/about/scn/ahs-scn-srs-addma-
2016-peda-update.pdf
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Outward investments by Alberta to the Asia Pacific since 2003 have been cyclical, with the
Great Recession and the oil price shock of 2014 acting as turning points. The number of
investment deals made and the value invested have both declined since 2014 and hit their
lowest point in 2017, with only two deals going into the Asia Pacific valued at over C$13M.
This again coincides with the declining oil prices prevalent during this time. Diversification
away from oil and gas related investments appears to be more dramatic in this case relative
to the inward investments Alberta experienced. Since 2017, Alberta only made seven
investment deals in the Asia Pacific, valued at C$125M, and two of those seven deals were in
the oil and gas sector, valued at C$8.5M. Both deals in the oil and gas sector occurred in 2018.
The largest investment deal since 2017 came from Canadian Pacific, who opened an office in
Shanghai. Canadian Pacific’s new office was valued at C$88M as announced in early 2018 and
was designated the company’s Asian base as it looks to build up its business in the region.

While oil prices have rebounded from their lows in 2015, they still fall well below the highs
seen earlier in the decade. It’s not clear if the Albertan economy can continue to weather oil
prices at their current level, but increasing political tensions in major oil-producing countries
like Venezuela, Libya, and Iran - along with the hastiness of the Organization of Petroleum
Exporting Countries cutting and raising oil production goals overnight — continue to raise
the question of whether the province will ever see stable investments in oil and gas related
projects. The incentives and opportunities for Alberta to diversify its investments have never
been greater.

Ontario: Southern Ontario Continues to Fuel the Province’s Investment
Engine

Canada’s richest and most populated province continued its dominance as the top source
province for Canadian investments into the Asia Pacific, and in the past three years it has
overtaken Alberta as the number two Canadian destination for investments originating from
the Asia Pacific as a result of declining investments in Alberta’s oil and gas sector. In terms

of outbound investments to the Asia Pacific, Ontario has led all other provinces in both the
number of deals brokered in the Asia Pacific and the amount invested. To put into perspective
the province’s dominance in investments made in the Asia Pacific, Ontario’s C$129.8B
exceeds the C$79.6B of total investments made by all the other provinces combined.
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FIG. 27

Asia Pacific Investment into Ontario by Sector, 2003-2018
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Inward investments from the Asia Pacific into Ontario have risen steadily since the recession
years. Investments have been primarily in the automobile and parts sector owing to the
strong manufacturing presence in the southern part of the province, totalling nearly C$2.4B
since 2015. Investments in this sector had been trending downward since the recession;
however, significant investments from major automotive manufacturers and parts makers
like Japan’s Toyota Motor Corp. and Hong Kong’s Johnson Electric reversed this trend.
Toyota’s investment of over C$2B since 2015 and Johnson Electric’s C$360M investment in
December 2017 play against the rhetoric that manufacturing is on the decline in Ontario. *?

*2 Hasenfratz. How Ontario Can Future-Proof its Manufacturing Industries. Globe and Mail, December 2018. https://www.theglobeandmail.com/
business/commentary/article-how-ontario-can-future-proof-its-manufacturing-industries/
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BOX 4. COMMEMORATING 90 YEARS OF CANADA-JAPAN RELATIONS

2018 marked the 90th anniversary of diplomatic ties between Japan and Canada and the
establishment of Japan’s diplomatic mission in Canada. Throughout these 90 years, Japan
and Canada have enjoyed an amicable relationship, with Canada playing a major role in
Japan’s economic recovery following the Second World War. Through numerous bilateral
deals, Canada’s nomination of Japan to the United Nations and the Organisation for
Economic Co-operation and Development, and the general receptivity of Japanese products
by Canadians, among other factors, Japan was able to become the large and advanced
economy it is today. Helping drive that growth was the establishment of large Japanese
multinational companies.

Aichi-based Toyota Motor Corp. is one of those large multinational companies, and
through its divisions Toyota and Lexus, it has maintained a presence in Southern Ontario
since 1986 and has grown significantly since then. Toyota today operates four plants in
Cambridge and Woodstock, Ontario, with an annual manufacturing capacity of 600,000
vehicles, while employing over 8,000 people. The two plants are noted for manufacturing
the Corolla sedan and RAV4 sport utility vehicle, two of Toyota’s most popular models,
along with Lexus’ best-selling RX sport utility vehicle. In May 2018, Toyota reaffirmed its
commitment to Ontario and Canada by announcing that it will invest C$1.1B to upgrade
its four plants for increased production of the RAV4, along with another C$200M over 10
years to support automotive research and development in Canada. At the announcement,
Toyota Motor Manufacturing Canada president Fred Volf spoke about Toyota’s long-
running relationship with the province of Ontario:

Ontario has always been a great home for Toyota Motor Manufacturing Canada. We benefit
from investments in technology, innovation, and industry as well as the high-skilled
workforce we're fortunate to have as our team members. With our Ontario government
partners, today we celebrate the results of our past 30 years of manufacturing in Canada,
and continue on the path of building for our future.

Toyota’s announcement was a welcome sight to the province once considered the
manufacturing hub for the automotive industry in North America. Changes to consumer
tastes and the increasing access to cheap labour in Mexico via NAFTA and now CUSMA,
along with rising trade nationalism in the United States, have forced companies to relocate
manufacturing facilities further south. This sentiment was further underscored as General
Motors decided to close to its plant in Oshawa, Ontario, at the end of 2019 and move four-
door sedan and truck production to its plants in Indiana.

While Tokyo-based Honda Motor Co. Ltd. also established a manufacturing plant in
Alliston, Ontario, around the same time as Toyota in 1986, other Japanese automakers
have used Ontario as a base for parts manufacturing or have partnered with existing
Canadian parts suppliers for their North American operations. Going forward, automakers
are expected to invest heavily in research and development as the industry moves toward
developing autonomous and electric vehicles.
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FIG. 28

While the automobile and parts sector outweighs all the other sectors for inward
investments, significant growth was seen in the industrial engineering sector. While Ontario
only saw four deals in this sector since 2015, these four deals combined were valued at nearly
C$1.6B and worth over six times the investments made between 2011 and 2014. This sector,
however, was led by a whale deal made between Aurora, Ontario-based Magna International
Inc. and Hanon Systems of South Korea, valued at C$1.5B.
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Outward investments from Ontario have been fairly diverse, with the real estate investment
and financial services sectors leading in terms of value invested abroad. Investments in real
estate in the Asia Pacific continued to rise, with deals totalling over C$10B over the past three
years being led by Toronto-based CPPIB.

The CPPIB continued its reign as the leading investor based in Ontario. Since 2003,
investments by the CPPIB into the Asia Pacific’s real estate sector made up nearly half of the
total investments in the sector by Ontario-based companies, and in 2018 its investments
made up 45 percent of Ontario’s total investments into the Asia Pacific that year. In July
2018, the CPPIB announced that it will invest C$817M in Chinese rental housing, thereby
taking advantage of government measures looking to boost rental housing projects as ways to
overcome housing shortages in China’s largest cities.*?

*2 Jim. CPPIB to co-invest in China Rental Housing with Local Partner Longfor. Reuters, July 2018. https://ca.reuters.com/article/domesticNews/
idCAKBN1K20FW-OCADN
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Investments in the travel and leisure sector in the Asia Pacific have also been significant,
totalling nearly C$13B since 2003. However, deals to the Asia Pacific in this sector have
dropped off significantly, with the number of deals down to just nine, and the investment
value down nearly 91 percent since 2014. Recent investments in this sector, however, have
totalled C$85M since 2015 and have been concentrated in South and Southeast Asia, regions
that are expected to be the drivers of economic growth within Asia in the coming years.**
Tim Hortons, for example, successfully established its first location in the Philippines in
2017. This kicked off the company’s Asia expansion plan, which will see them take advantage
of growing middle classes across the region. By 2018, Tim Hortons had expanded to 11
restaurants in the country, and it has its sights set on entering the Chinese market.

Quebec: Striking a Technology Goldmine

As Canada’s largest province by geographic area and the second-largest contributor to the
country’s GDP, Quebec plays a crucial role in Canada’s economy. Historically, the province
has ranked fourth for both inward and outward investments with the Asia Pacific in terms
of investment amount, ranking behind Ontario, BC, and Alberta. However, when looking
strictly at the time period between 2015 and 2018, Quebec managed to pass Alberta in terms
of investments to the Asia Pacific, but now ranks behind the rest of Canada as an aggregate
for investments from the Asia Pacific. The value of inward investments from the Asia Pacific
are higher now than in the years before the recession; however, since 2014 investment
values have trended downward slightly. Despite this, Quebec has been seeing an increase in
investment deals following a decline during the Great Recession. Since 2015, Quebec has
received 35 investment deals, exceeding the 28 deals Quebec saw prior to the recession.

The value of Quebec’s outward investments in the Asia Pacific took a hit around the recession
years and have recovered slightly but are still below the values seen prior to the recession.
Despite the decline in investment value, the number of investment deals made in the Asia
Pacific between 2007 and 2014 had been stable, followed by a slight decline between 2015
and 2018.

14 PwC. The World in 2050. https://www.pwc.com/gx/en/world-2050/assets/pwc-the-world-in-2050-full-report-feb-2017.pdf
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FIG. 29

Asia Pacific Investment into Quebec by Sector, 2003-2018
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The mining industry remains the dominant sector for investments to and from the province.
Between 2003 and 2018, Quebec saw investments totalling C$3.7B into its mining sector

from the Asia Pacific. The global demand for resources between 2011 and 2014 following

the recession, combined with the Canada Economic Development for Quebec Regions’
interventions from 2011 to 2016, have benefited Quebec’s natural resource-rich regions.** In
2014, there was a shift in inward mining investments in Quebec as companies focused more on
mining of precious metals instead of iron and steel.

Quebec has also seen a growth in investment in its pharmaceutical and software and computer
services sectors in the past four years by Asia-based multinational companies. For example,
Montreal saw investments from Japan’s Mitsubishi Group in a C$391M acquisition of
Medicago in 2013, and from South Korea’s Green Cross through a C$333M deal in 2017 to
open its first North American plant. Quebec’s pharmaceutical sector accounts for 15 percent of
Quebec’s total inward investments, valued at C$1.2B. Quebec’s software and computer sector
saw investments from Japan’s Fujitsu Global and Sony Corporation along with South Korea’s
Samsung Group. These are major players who are breaking into Quebec’s technology sector,
which has seen nearly C$700M in investments since 2003 in areas such as artificial intelligence,
robotics, and self-driving technologies. With the increase in the number of outward investment
deals combined with Quebec’s booming knowledge economy and world-class research
institutions, Quebec was selected to lead the Al-powered supply chain supercluster in Canada.*®

** Canada Economic Development for Quebec Regions. Report to Parliament 2016. https://www.dec-ced.gc.ca/docs/Report-to-Parliament-2016.pdf
¢ Government of Canada. Al-Powered Supply Chains Supercluster. https://www.ic.gc.ca/eic/site/093.nsf/eng/00009.html
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BOX 5. BRINGING THE “LIFE” BACK TO QUEBEC'S LIFE SCIENCES
INDUSTRY

While Toronto is known as Canada’s financial capital and Calgary as Canada’s oil capital,
Quebec has been establishing itself as a hub for the pharmaceutical and life sciences
industry. Southeastern Quebec has been home to companies and research centres who
have benefited from easy access to a highly skilled workforce along with investment
incentives from the province of Quebec. A blip in the industry following the 2008
recession led to some centres closing or laying off staff. In 2012, industry giants Sanofi
and Johnson & Johnson laid off 226 people in an industry that at the time had already
lost nearly 3,000 jobs since 2006 despite the Quebec’s government continued support
of the industry through incentives. However, this downturn in the industry did not
seem to affect investments coming from Asia, as Quebec saw more investments in its
pharmaceutical sector in the five years following the 2008 recession compared to the
five years before the recession, capped off by an investment by Japanese multinational
corporation Mitsubishi Group.

Mitsubishi Group, through its subsidiary Mitsubishi Tanabe Pharma Corp., acquired

a 60 percent stake in Quebec City-based Medicago in a deal just shy of C$400M.

While other companies were looking for ways to downsize and streamline operations,
Medicago viewed this investment as an opportunity to “foster the development of
innovative vaccines with the financial stability to expand our Quebec, Canadian, US,
and global operations,” according to CEO Andy Sheldon. Karnataka-based Strides
Pharma Global Private Limited has also maintained a presence in the southern Quebec
region through a joint venture in 2012 with Jamp Pharma and an acquisition of
Pharmapar in 2018 from KDA.

Going forward, Quebec remains committed in its support of the pharmaceutical sector.
In 2017, the province introduced the Quebec Life Sciences Strategy, which set aside
C$205M to help increase investments in research and innovation in the life sciences
sector, to foster creation of innovating companies, to attract new private investments,
and to promote the greater role innovation will play in the health and social services
network. Through this strategy, the province hopes to attract C$4B in private
investments by 2022 and to be one of North America’s top five life sciences hubs by
2027.
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Quebec Investment into the Asia Pacific by Sector, 2003-2018
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Similarly, much of Quebec’s outward investments into the Asia Pacific from 2003 to 2018 was
in the mining sector, which saw approximately C$5.6B in investment overall. China, South
Korea, and Australia were key investment destinations in this sector. Outside of mining,
Quebec’s food production, industrial transportation, and real estate sectors have seen growing
investment outflows. Since the 2009 recession, investments in these three sectors combined
rival the investments made in the mining sector at C$5.1B and accounted for almost over

60 percent of Quebec’s outward investments since then. The largest investment in the food
production sector coming out of Quebec occurred in 2018, when Montreal-based Saputo Inc.
acquired Murray Goulburn, a major Australia-based dairy co-operative, in a blockbuster deal
worth nearly C$1.3B. Following this deal, Saputo became the first and largest foreign-owned
company in Australian dairy history and the largest investment in the Asia Pacific by a Quebec-
based company in a non-resources-related sector.

Rest of Canada: Investments Few and Far Between

A notable characteristic regarding the investment ties between the rest of Canada and the Asia
Pacific for the past 16 years is that most of the provinces and territories have seen very few
investment deals go to and originate from Asia. In fact, the rest of Canada combined made up
only 1 percent of Canada’s total outward investment deals and received only 7 percent of the
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Asia Pacific’s investments into Canada. Australia, China, and India were the most common
destinations for investments to the Asia Pacific, while the bulk of investments from the Asia
Pacific have been concentrated in Saskatchewan and Newfoundland and Labrador.

FIG. 31 Asia Pacific Investment into the Rest of Canada by Sector, 2003-2018
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Inward investments from the Asia Pacific into the rest of Canada have been scattered with
no discernible growth nor decline. Oil and gas remained the largest sector for inward Asia
Pacific investment from 2003 to 2018, and it accounted for nearly half of all total inward
investments into these provinces.

In Atlantic Canada, New Brunswick saw its largest investment from the Asia Pacific in 2018
when India-based information technology company Mahindra Group invested C$119M to
establish a new business services centre. The new centre is expected to create up to 116 jobs in
the next five years."’

Newfoundland and Labrador saw a surge of inbound investment in the province’s oil and gas
sector. The surge was driven by a transaction in 2017, when Husky Energy, a subsidiary of
the Hong Kong conglomerate CK Hutchison Holding Ltd., invested C$2.2B in an offshore oil
drilling project. According to the company, the project will create approximately 250 jobs on
the new oil platform and indirect employment for 1,500 people.*®

7 Opportunities New Brunswick. Tech Mahindra to Create Jobs in Riverview. https://onbcanada.ca/press-releases/tech-mahindra-create-jobs-riverview/

*# Husky Energy. Quick Facts West White Rose Project. http://wwrp.huskyenergy.com/servlet/servlet.FileDownload?file=00P1L00000r6Sj1UAE



FIG. 32

Nova Scotia also saw an increase of inbound investment in the industrial transportation
sector. The growth was attributed to an investment by Nippon Express, a Japanese logistical
solution company that opened a new office in Halifax in July 2018 in a C$20M investment. As
further increases in the volume for sea and air cargo in Halifax are anticipated, the company
established the new office to provide better service to companies in the fishery products
industry.

The territories did not make any investments in the Asia Pacific and received over half of a
percent of the Asia Pacific’s investments in Canada. The territories played to strength in the
investments it received as all were in the mining sector and originating from either Australia
or China. The last investment made in the region occurred in the Yukon in 2014 in a joint
venture with a BC-based company looking into the feasibility of the Carmacks Copper-Gold-
Silver project located 220 km north of Whitehorse.
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Outward investments from the rest of Canada into the Asia Pacific were valued at C$382M
between 2015 and 2018, a nearly 50 percent drop from the C$693M invested between

2011 and 2014. The industrial metals and mining sectors continued to attract the greatest
investment interest into the Asia Pacific. However, both sectors have not seen any outward
investment activity within the past four years. In contrast, recent outward investments into
the Asia Pacific have occurred in other sectors, such as health care equipment and services and
other non-resources-based sectors.
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Another interesting investment deal came in 2018 when Acadian Seaplants, a Nova Scotian
company specializing in biostimulant and bionutritional solutions, established an Indian
subsidiary and opened a processing facility in Vadodara, India. Through this investment, the

company hoped to better meet the needs of the local farm owners with the new subsidiary
and facility in an investment valued at C$36M."°

*° Hortidaily. Acadian Seaplants Established Subsidiary Company in India. https://www.hortidaily.com/article/6043023/can-ns-acadian-seaplants-
establishes-subsidiary-company-in-india/
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CHAPTER 3: CITY-LEVEL HUBS OF
INVESTMENT ACTIVITY

Key Section Takeaways

+  Over the course of the last 16 years, Asia Pacific investors have invested in 165 Canadian
cities.

+  Major Canadian cities, such as Calgary, Toronto, Vancouver, and Montreal, are among
the top recipients of Asia Pacific investment, but many smaller cities and regions, such
as Kitimat, Fort McMurray, and Woodstock, punch above their weight and have become
major hubs for Asia Pacific investment.

« Canadian investors have invested in 465 Asia Pacific cities from 2003 to 2018.

+  Melbourne and Sydney are the top two destinations for Canadian investors, outranking
other larger economic hubs in the regions such as Beijing, Shanghai, and Mumbeai.

+ Canadian investment into China has increasingly moved away from Beijing and Shanghai
to other cities since 2011.

The Street-Level View: Metropolitan Areas as Hubs of Investment

Canada’s cities provide unique insights into understanding patterns in the Canada-Asia
Pacific investment relationship. At the city level, it becomes possible to identify the range of
Canada’s investment hubs, talk about more distinct stories across the history of investment,
and map out the landscape of where the relationship has gone thus far. While many of the top
recipients of the Asia Pacific’s investment into Canada are likely not surprising and already
well-known across Canada as population and economic hubs (such as Toronto, Vancouver, and
Montreal), their relative rankings and variations in sectoral composition indicate that there is
no standard relationship between Canada’s biggest centres and the Asia Pacific.

In addition to Canada’s major economic centres, a city-level look at direct investment
uncovers some less-obvious destinations. While perhaps not household names outside of
their immediate regions or sectors, several key, low-profile cities have emerged as hubs of
Asian investment in Canada. For example, the hamlet of Duvernay, Alberta, has brought in

2 percent of all Asia Pacific investment into the country (C$2.4B of C$121.3B); smaller cities
such as Woodstock and Cambridge, Ontario, have brought in billions apiece (C$5.1B and
C$3.0B, respectively). In all, there is not just one story to tell about Asia Pacific investment in
Canada, but 152: one for each distinct city-level recipient of Asia Pacific investment.
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FIG. 33 Top 15 Canadian Cities for Asia Pacific Investment, 2003-2018

$ Ranking City Investment Value Number of Deals
(C$ Millions)
1 77

Calgary, Alberta 41,864

2 Kitimat, British Columbia 26,243 8

3 Vancouver, British Columbia 14,060 150
4 Fort McMurray, Alberta 7,557 4

5 Toronto, Ontario 7,444 137
6 Woodstock, Ontario 5,140 14
7 Montreal, Quebec 4,277 43
8 Dawson Creek, British Columbia 3,198 1

9 Cambridge, Ontario 3,017 7
10 Duvernay, Alberta 2,404 1

1 Edmonton, Alberta 2,264 12
12 St. John's, Newfoundland and Labrador 2,246 2
13 Alliston, Ontario 2,245 5
14 Aurora, Ontario 1,811 3
15 Fort Nelson, British Columbia 1,244 3

Source: APF Canada Investment Monitor and fDi Markets (accessed April 9, 2019)

Calgary’s ranking as the biggest destination for investments from the Asia Pacific in terms
of dollar value, at C$41.0B, is almost entirely driven by investments into the oil and gas
production and oil equipment, services, and distribution sectors. Notably, large, single deals
in oil and gas play a significant role in determining a city’s rank: this is especially true for the
first- and second-placed cities, Calgary and Kitimat, respectively, but also for other, high-
ranked locations such as Fort McMurray, Dawson Creek, Duvernay, and St. John’s.

While a distant third in terms of invested dollars received, Vancouver’s C$14.1B ranks first
among Canadian cities in terms of the number of deals — 150. The next level of recipients —
Fort McMurray, Toronto, Woodstock, and Montreal - all present very different investment
stories when it comes to the sectors involved and the level of deal activity it takes to drive
them up the rankings. Toronto and Montreal, as large Canadian cities, present a varied
basket of sectors receiving a moderate amount of deals; Fort McMurray and Woodstock, by
comparison, rank high due to a few large deals in oil and gas production and automobiles and
parts, respectively.



BOX 6. SOMETHING TO BE JOLLIBEE ABOUT

Ask your average Canadian to picture a fast-food chain mascot. Most likely they are
picturing a clown named Ronald, a southern colonel, or a red-headed girl with two
pigtails. Ask someone in the Philippines and their mind jumps to a jolly red-and-white
bumblebee. Well, this jolly bumblebee from Quezon City may soon be buzzing around
the minds of Canadians too.

The bumblebee is the mascot of the aptly named Jollibee, a Philippines-based fast-food
giant. Jollibee began as an ice cream parlour in 1975. However, when its hot meals
became even more popular than the ice cream, Jollibee was turned into a hamburger
joint that would revolutionize the fast-food industry in the Philippines. Go to the
Philippines and Jollibee is a must stop visit. Just ask Canadian Prime Minister Justin
Trudeau, who stopped by an outlet on his way to attend the Association of Southeast
Asian Nations Summit in November 2017.

There are currently four Jollibee locations in Canada. The first two locations opened
in Winnipeg in 2016 and 2017, and the company continued its expansion into Canada
with two more locations opening in the Greater Toronto Area in April and July 2018.
Looking forward, Jollibee plans to open 100 Canadian stores by 2023, including in
Edmonton, Calgary, and Vancouver.

The entry of Jollibee into the North American marketplace to meet the hungry
demands of Canada’s growing Filipino population is an example of the transformational
effects of migration and immigration between Canada and Asia, and the movement

of not only people but also of goods, culture, and ideas. Statistics Canada reports that
188,805 of the 1.2 million immigrants who arrived between 2011 and 2016 are Filipino.

The global expansion of Jollibee in North America is representative of a recent trend
of investments by restaurants and dessert chains from Asia into the Canadian market,
such as Chatime, Uncle Tetsu, and Sulbing. While these names may not be familiar
outside of Canada’s urban centres, they are growing in popularity each year. Chatime,
with over 800 stores worldwide, has opened 31 locations in Ontario and 15 locations
in BC, quenching the bubble tea cravings of Canadians one cup at a time since 2011.
Sulbing, meanwhile, a South Korean-based bingsu dessert café chain, opened its first
Canadian location in Burnaby, BC, in 2018, with plans to open more stores in major
Canadian cities.

Perhaps someday a cute bee from the Philippines will also be one of the go-to images of
a fast-food chain mascot in Canada.
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FIG. 34 Top 12 Asia Pacific City-Level Regions for Canadian Investment,

2003-2018
(C$ Millions)
Melbourne, Australia 18,505

2 Sydney, Australia 16,682 90
3 Hong Kong, China 11,019 110
4 Perth, Australia 9,789 56
5 Bengaluru, India 6,838 37
6 Gopalganj, Bangladesh 6,040 1

7 Shanghai, China 51588 110
8 Beijing, China 5,494 111
9 Singapore, Singapore 582385 97
10 Mumbai, India 5,192 48
1 Xuyen Moc District, Vietnam 4,942 1
12 Gove Peninsula, Australia 4,500 2

Source: APF Canada Investment Monitor and fDi Markets (accessed April 9, 2019)

When it comes to outbound investment from Canada into the Asia Pacific, drilling down to the
city level reveals specific hubs for Canadian investment across the region. While some hubs are
likely recognizable to Canadians as major economic centres - cities such as Sydney, Singapore,
and Beijing - their rankings, both on their own and relative to other cities, reveal a pattern of
Canadian investment in Asia that is both focused on resources but also actively engaged in a
basket of other sectors.

Notably, Canada has invested over half a billion more into Gopalganj, Bangladesh (ranked sixth)
than it has into Shanghai, China (ranked seventh); at eleventh and twelfth place respectively,
Xuyén Moc District in Vietnam and the Gove Peninsula in Australia are just behind tenth

place Mumbai when it comes to dollars invested. The diversity of Canada’s investment activity
in the region stretches far beyond just the top 12, however: there are 465 distinct city-level
destinations for Canadian investment across the Asia Pacific, from Adelaide to Zunyi.

Perhaps surprisingly, Melbourne and Sydney rank as the top destinations for Canadian
investment in terms of dollars invested. Their respective C$18.5B and C$16.7B invested are
mainly composed of a relatively diverse basket of investments: financial services and real
estate investment and services play a major roles in both cities, with Melbourne also receiving
significant investments in the industrial transportation sector. However, Melbourne and
Sydney’s more moderate number of deals, at 69 and 90 in turn, are indications that Canada’s
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activity in these two Australian cities involves relatively larger deals than many other major
hubs for Canadian investment in the region.

Coming in at a more distant third and fourth are Hong Kong (C$11.0B) and Perth (C$9.8B).
Despite close investment values, these two cities tell very different tales of Canadian
investment in the region: Canadian investment in Hong Kong is especially focused on general
retailers and financial services, part of a total 110 deals into the city; by contrast, Canada’s
investment in Perth is focused on the oil and gas production and mining sectors, part of a much
lower total of 56 deals.

As is often the case with FDI, some of the top-ranked hubs for investment rank highly due to
a few, or sometimes even one, large investment; this was especially the case for Bengaluru, the
Gove Peninsula, Gopalganj, and Xuyén Moc.

The city-level discussions presented below were selected to highlight city stories that
demonstrate high levels of investment flow and activity in recent years and that reflect the
breadth and depth of Canada-Asia Pacific investment relationships.

Montreal: City's Best and Brightest Attract Asia Pacific Investment

Montreal, Canada’s second most populous city, ranks seventh among Canadian cities in
attracting Asia Pacific investment. From 2003 to 2006, Montreal received more than C$654M
in investment from the Asia Pacific, which dipped down to C$445M for the 2007 to 2010
period. After a substantial rise to C$2.0B from 2011 to 2014, inbound investment into
Montreal then dropped by C$729M in 2015 to 2018 from the previous four-year period,
down to C$1.2B. Over half the value for the 2011 to 2014 period was the result of a high-
dollar-value acquisition in 2011, when a subsidiary of China Minmetals Corporation acquired
the Montreal-based Anvil Mining Limited for C$1.3B. However, the number of inbound
investment deals in Montreal in the most recent four years remained higher than it was in the
previous four-year periods.
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FIG. 35

FIG. 36

Asia Pacific Investment into Montreal, 2003-2018
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Asia Pacific Investment into Montreal by Sector, 2003-2018
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In comparison to other cities, inbound investment into Montreal for the past 16 years has
been diverse. Industrial metals and mining remains the leading sector for the city’s inbound
investment from the Asia Pacific in terms of investment value. From 2003 to 2008, all
inbound investment in the city’s industrial metals and mining sector originated from Chinese
state-owned companies. However, the sector has not seen any inbound investment from the
Asia Pacific since 2012.

In contrast, the pharmaceuticals sector has become Montreal’s emerging leader in attracting
Asia Pacific investment in the past four years. In 2015, Green Cross Biotherapeutics, a
subsidiary of the Korea-based pharmaceutical company Green Cross, invested C$315M in
Montreal to build its manufacturing facility and North American headquarters. The company’s
managing director claimed that they chose to invest in Montreal because of the city’s “thriving
life sciences sector, international-calibre research, innovative drive, and highly skilled
workforce.”?° The new manufacturing facility allows the company to partially satisfy the need
for plasma protein products in Canada, which currently entirely relies on imports.?*

According to Canadian Blood Services, plasma protein products are used to treat various
conditions, including immune and bleeding disorders, and injuries resulting from burn and
trauma.??

Another high-profile investment deal in the last four years came in 2015 when Cirque du
Soleil, an entertainment company known for its theatrical circus shows, sold a majority stake
to a group of American and Chinese investors. China-based fund manager Fosun International
Limited acquired a 25 percent stake in the C$1.5B investment deal. The deal is expected

to help the Canadian entertainment giant to increase its chances of success in the Chinese
market, according to the company’s CEO.?*

20 Green Cross Biotherapuetics. Green Cross Biotherapeutics Inaugurates its States-of-the Art Facility in Montreal. http://www.greencrossbt.
com/2017/10/30/green-cross-biotherapeutics-inaugurates-its-state-of-the-art-facility-in-montreal/
21 Ibid.

22 Canadian Blood Services. Plasma Protein Products. https://blood.ca/en/hospital-services/products/plasma-protein-products

23 Lampert. Cirque du Soleil sells Majority Stake to U.S., Chinese Investors. Reuters, April 2015. https://www.reuters.com/article/us-cirquedusoleil-
m-a-tpg/cirque-du-soleil-sells-majority-stake-to-u-s-chinese-investors-idUSKBNONB1AX20150420
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Vancouver: Continuing to Record High Inbound Investment

While a distant third in terms of invested dollars received over the past 16 years, Vancouver’s
C$14.1B ranks first among Canadian cities in terms of the number of deals - 150 — with a
more varied distribution of investment across sectors. Mining, industrial metals and mining,
real estate investment and services, and health care equipment and services all make up
significant shares of investment. Vancouver’s traditional positions within the mining and real
estate sectors are certainly important for drawing in money from the Asia Pacific, but the role
of health care services for an increasingly aging region presents an interesting opportunity to
track.

Over the past four years, as investment in Calgary’s oil and gas sector has declined, Vancouver
has emerged as the top investment destination from the Asia Pacific in Canada. With a total of
C$7.0B in inbound Asia Pacific investment from 2015 to 2018, the city outperformed the now
second-place holder, Calgary, by C$3.2B. Inbound investment into Vancouver has more than
tripled against its own previous performance, in comparison to the previous four-year period.
Vancouver also set a record high number of inbound investment deals for the last 16 years
with a stunning 67 deals from 2015 to 2018.

FIG. 37 Asia Pacific Investment into Vancouver, 2003-2018
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FIG. 38 Asia Pacific Investment into Vancouver by Sector, 2003-2018
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Vancouver is one of the two Canadian cities that have received at least C$100M for each of
its top 10 sectors — only Toronto has received a similar spread of high investment values. In
all, Vancouver has received C$14.1B in investment from the Asia Pacific from 2003 to 2018,
covering 30 sectors from mining to pharmaceuticals.

Asia Pacific investors remain most interested in the Vancouver-headquartered mining sector
in terms of investment value. From 2003 to 2018, the city’s mining sector has seen 20
inbound investment deals, which totalled more than C$4.6B in investment from the Asia
Pacific. However, 41 percent of the investment in the city’s mining sector was attributed to
a high-dollar-value investment deal in 2018. The China-based Zijin Mining Group Company
Limited acquired Nevsun Resources Limited for C$1.9B, making the investment the largest
the city has seen since 2009.

Vancouver also saw another high-profile investment deal in 2017, when a subsidiary of the
Chinese Anbang Insurance Group Company Limited invested C$1.0B to acquire a majority
stake in Vancouver-based Retirement Concepts, which owns and operates 24 retirement
communities in BC, Calgary, and Montreal.?* However, in 2018 the Chinese government
seized ownership of Anbang and all its subsidiary businesses, Retirement Concepts included.?®

24 Chase. Ottawa Approves Sale of B.C. Retirement-Home Chain to Chinese Group with Murky Ownership. Globe and Mail, February 2017
https://www.theglobeandmail.com/news/politics/ottawa-approves-sale-of-bc-retirement-home-chain-to-chinese-group-with-murky-ownershi
article34107591/

25 Zhang et al. Anbang’s Ex-Chief Wu Xiaohui Sentenced to 18 Years Behind Bars for US$12 Billion Fraud, Embezzlement. South China Morning
Post, May 2018.



At the time of the deal, the investment raised concern over an opaquely structured Chinese
enterprise having a stake in the BC’s health care system. Since Anbang’s seizure by the
Chinese government, the BC government has launched a review on the new ownership
structure of the retirement home chain.

While discussions on investment in Vancouver often centre on real estate, they typically
focus on housing, and not broader FDI across the real estate and services sector overall. In
all, C$1.8B in foreign direct investment has flowed from the Asia Pacific into Vancouver’s real
estate and services sector, the majority of which was a C$1.0B acquisition by Anbang of a
controlling interest in Vancouver’s Bentall Centre towers.

Asia Pacific investment into Vancouver has seen significant growth over the last four years,
and Chinese investors played a significant role in driving the growth. Within the various
trends in the Canada-China economic relationship, Chinese investments account for 71
percent of Vancouver’s total inbound investment from 2003 to 2018, 31 percent higher than
the national percentage.

Woodstock, Ontario, Manufactures Success, Ranks as the Sixth Largest
in Inbound FDI

The city of Woodstock, Ontario, with a population hovering around 40,000 people, sits 143
km southwest of Toronto.?® Despite its small size, Woodstock ranks sixth among Canadian
cities for inbound Asia Pacific investment from 2003 to 2018, outperforming larger cities such
as Montreal and Edmonton.

26 Statistics Canada. Population and Dwelling Count Highlight Tables. https://www12.statcan.gc.ca/census-recensement/2016/dp-pd/hlt-fst/pd-pl/
Table.cfm?Lang=Eng&T=301&SR=101&RPP=25&S=3&0=D&CMA=0&PR=0#2016A00053532042
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FIG. 39

Asia Pacific Investment into Woodstock, 2003-2018
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Unlike other small cities, where Asia Pacific investments are often low and infrequent,
Woodstock has been a comparatively consistent investment destination for Asia Pacific
investors. Toyota Group, the Japanese automotive giant, has been the city’s main source of
inbound investment from the Asia Pacific, bringing in 3 percent of all Asia Pacific investment
into Canada, or C$5.1B. As recently as May 2018, Toyota invested C$708M to expand its
Woodstock manufacturing plant, which specializes in building traditional and hybrid RAV4
sport utility vehicles.?” The investment will allow Toyota to respond better to consumers’
increasing preferences for SUVs over cars.

27 Wingrove and Lippert. Toyota Bets $1.1 Billion on SUVs in Canada with Trudeau’s Help. Bloomberg, May 2018. https://www.bloomberg.com/
news/articles/2018-05-04/toyota-is-said-to-plan-1-1-billion-expansion-at-canada-plant
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FIG. 40 Asia Pacific Investment into Woodstock by Sector, 2003-2018
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The timing of the expansion also illustrates just how much the city-level story of Asia Pacific
investment can differ from other national concerns: the Woodstock plant expansion came
amid uncertainty surrounding negotiations on NAFTA, now known as CUSMA (or the
USMCA in US media), which saw the auto industry become a key issue during the talks.

Just as Impactful: Canada’s Investment Across the Pacific

As mentioned above, understanding where Canadian companies are investing in the Asia
Pacific is equally important, if not more so: at least in dollar terms, over the past four years
Canada has invested more into the Asia Pacific (C$63.7B) than it has received from the region
(C$51.2B). The scale, diversity, and differences across Canadian investment stories in the Asia
Pacific, while notable at the level of entire economies, are even more apparent when presented
at the city level. In the following section, investment trends in Melbourne, Mumbai, and
Chinese cities will be highlighted, with these cities selected as representative of some of the
most active trends over the past years of Canadian investment abroad.
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FIG. 41

Melbourne: Canada’s Investment Capital of the Asia Pacific

Amid the countless economic and population hubs that come to mind when discussing the
Asia Pacific, Melbourne, Australia, is unlikely to top most Canadians’ lists, especially when
compared with the far larger economic centres dotting China, South Korea, Singapore, and so
on, and even when compared to the more-famous Sydney, Australia. Yet Melbourne ranks first
in the region for Canadian investment, with its cumulative C$18.5B in investment across 69
deals, putting it almost C$2B ahead of Sydney, C$8B ahead of Hong Kong, and C$13B ahead
of Singapore.

The rise of Melbourne as a hub for Canadian investment - it saw just C$463M in 2003 to
20086, only to reach a flow of C$13.3B in 2015 to 2018 - stems from both a rise in the number
of deals (five between 2003 and 2006 compared to 30 between 2015 and 2018) and in the
values of the deals. On this latter point, just six multi-billion-dollar deals by Canada during
the most recent four years accounted for C$11.2B, or 84 percent, of the total flow of dollars
for that period. Melbourne, then, is not so much a hub for all kinds of Canadian investment
in the region, but a very specific type: major deals, which individually rank among the highest
investments by Canada in the Asia Pacific, and collectively bring Melbourne to the top.
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FIG. 42

Asia Pacific Investment into Melbourne by Sector, 2003-2018
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Despite the existence of large deals predominantly flowing into one sector, Canada’s
investment profile within Melbourne is still relatively diverse across the remaining sectors.

In terms of deal values, the majority of investment over the past 16 years has flowed into
Melbourne’s industrial transportation sector (C$10.7B), with relatively high levels of
investment into the food production (C$1.8B) and real estate (C$1.7B) sectors. Other sectors
with high numbers of transactions, but lower total values, include mining (nine deals bringing
in C$1.2B) and software and computer services (seven deals bringing in C$338M).

Of recent deals, the industrial transportation sector again ranks highest, with C$6.0B
invested during 2016 alone. Canadian state-owned enterprise activity played a major role
in this, along with a private sector partner: the Ontario Municipal Employees Retirement
System acquired the Port of Melbourne for C$2.5B, while the Canada Pension Plan
Investment Board and BC Investment Management Corporation partnered with Toronto-
based Brookfield to acquire a shipping, logistics, and rail company for a combined C$3.5B.
Canada has also made significant plays in Melbourne-based agriculture and real estate: all
Canadian investment into Melbourne’s food production was due to a total C$1.8B acquisition
of the majority of Australia’s dairy processing by Montreal-based Saputo, while a combined
C$719M into real estate came from deals by the Ontario Municipal Employees Retirement
System and the Ontario Teachers’ Pension Plan.
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But the Canada-Melbourne connection can also be viewed through the lens of its sustained
relationship over the past 16 years, all the way back to January 2003, when Toronto’s
Geomaque Explorations entered the city’s mining sector, and forward as recently as
Vancouver-based BlueBird Battery Metals’ own acquisition in the same sector in 2018. The
past eight years have also seen a number of unique Canadian players enter Melbourne’s
software and computer services sector, and even the large-deal oriented industrial
transportation sector’s investment history from Canada began with a 2008 purchase of a toll
road operator by the Canada Pension Plan Investment Board for C$747M.

Melbourne’s investment relationship with Canada reflects a larger trend in the Asia Pacific-
Canada investment relationship: large, controlling acquisitions by Canada’s pensions plans of
transportation infrastructure and real estate across the Asia Pacific.

Mumbai: A Fast-Growing Economy Attracts Canadian Asset Managers
and State-Owned Enterprises’ Investment

In 2018, Mumbai was the seventh-largest city in the world.?® A major financial centre with
a population of close to 20 million, Mumbai is one of India’s main economic engines. From
2003 to 2018, Canadians have invested more than C$5.2B in Mumbai, making the city the
10th-largest destination city for Canadian outbound investment.

Canada’s investments in Mumbai are relatively diverse, with high amounts moving into the
technology hardware and equipment, real estate investment and services, financial services,
and industrial transportation sectors. With the billions Canada has invested in Mumbai, a
city-level look at Mumbai uncovers a number of ongoing opportunities and gaps presented by
just one city within the rapidly changing Indian economy.

28 United Nations. The World’s Cities in 2018. http://www.un.org/en/events/citiesday/assets/pdf/the worlds cities in 2018 data booklet.pdf
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FIG. 43

Canadian Investment into Mumbai, 2003-2018
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Canadian investment in Mumbai has increased ten-fold from C$392M in the 2011 to 2014
period, to C$4.1B in 2015 to 2018. The drastic increase was primarily driven by a few high-
dollar investment deals in 2016 and 2017. Among them, the largest transaction came when
Brookfield Asset Management Incorporated acquired Hiranandani Group’s offices and retail
space in Powai, a suburb of Mumbai, for C$1.3B. The deal was also reportedly the largest office
space transaction in India, and it single-handedly made real estate investment and services
the leading sector for outbound Canadian investment in Mumbai.?® Local reports claim that
accelerating economic growth and increasing demand for office spaces have contributed to
higher foreign investment into the Indian real estate market.

29 Babar. Brookfield buys $1-B Office Space from Hiranandanis. The Economic Times, October 2016. https://economictimes.indiatimes.com/
wealth/real-estate/brookfield-buys-1-b-office-space-from-hiranandanis/articleshow/54725305.cms
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FIG. 44

Canadian Investment into Mumbai by Sector, 2003-2018
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In comparison to other destination cities, Canadian outbound investment in Mumbai

has been fairly diversified from 2003 to 2018, covering 21 sectors, from real estate to
pharmaceuticals. As one indicator of the spread of Canadian investment in the city, its top
nine destination sectors each have received over C$100M.

Among these sectors, Canadian investment in Mumbai’s industrial transportation has seen
significant growth, with investment increasing from C$76M in the 2011 to 2014 period to
C$695M in the 2015 to 2018 period. However, the growth was driven solely by an investment
in 2017 when the Canada Pension Plan Investment Board invested C$695M in 2018 dollars
to establish a joint venture with IndoSpace, a company that specializes in developing modern
industrial and logistical real estate. The joint venture is expected to acquire and develop
logistic facilities in India.?°

Another high-profile investment came in 2018 when Caisse de dépot et placement du Québec
acquired a 40 percent stake in CLP India, a subsidiary of the Hong Kong-based CLP Holding
Limited, for C$480M. The proceeds of the investment will help the Indian firm expand their
investment in low-carbon initiatives, such as renewable energy projects.** According to CLP
Holding’s media release, the investment was part of the Caisse’s plan to mitigate climate
change and contribute to the transition toward a low-carbon economy.*?

3¢ CPPIB. Canada Pension Plan Investment Board and IndoSpace Form Joint Venture ‘IndoSpace Core.” http://www.cppib.com/en/public-media/
headlines/2017/canada-pension-plan-investment-board-and-indospace-form-joint-venture-indospace-core/

31 CLP Holding Limited. Introduction of CDPQ as a Strategic Shareholder of CLP India. https://www.clpgroup.com/en/Media-Resources-site/
Current%20Releases/20180913 EN.pdf

32 Ibid.
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FIG. 45

Mumbeai has been one of the top investment destinations for these two Canadian state-owned
enterprises for the past four years, as their investments have accounted for 36 percent of the
total Canadian outbound investment deals to the city and 49 percent of the total Canadian
outbound investment value in that period. Going forward, as Mumbai has one of the fastest-
growing economies in the region, Canadian private sector investment in the city has much
room for growth.*?

China: Never Just Beijing and Shanghai

Despite their large presence in Canadians’ minds, Beijing and Shanghai have never been the
main destinations for Canada’s investment in Mainland China. In fact, after a resurgence in
the 2011 to 2014 period, Beijing and Shanghai’s share of investments received have dropped,
from 38 percent then to 20 percent in the 2015 to 2018 period.

The decline in Canada’s investment in Mainland China is reflected in Beijing and Shanghai,
but includes a drop of Canadian investment to other cities in Mainland China, too. Beijing is
the most dramatic illustration of this in terms of its declining size relative to the past: from a
high flow of C$2.1B between 2003 and 2006, Canada’s investments into Beijing have dropped
substantially to just C$367M in the most recent 2015 to 2018 period. Shanghai’s investment

Canadian Investment in China (Mainland) by City, 2003-2018
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33 CP Bouchet et al. Global Metro Monitor 2018. Brookings Institute, June 2018. https://www.brookings.edu/wp-content/uploads/2018/06/
Brookings-Metro_Global-Metro-Monitor-2018.pdf
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history, by contrast, has been far more stable, but Canada’s investments into the city have
also dropped slightly, from C$1.5B between 2011 and 2014 to C$1.2B in 2015 to 2018. In
turn, the rest of Mainland China has seen dramatic shifts in terms of the absolute value of
investment: Canada invested C$11B in 2007 to 2010, only to be followed by a drop to C$5.3B
in 2011 to 2014, and a slighter bounce-back to C$6.2B in Canadian investment for the most
recent period, 2015 to 2018. Both Canada’s historical and current declining investment in
Mainland China, then, is largely due to Canada’s declining interest in areas outside of Beijing
and Shanghai - and to a smaller extent, declining interest in those cities, too.

In all, Canada has invested C$5.5B in Beijing by way of 111 transactions, primarily
investments in the financial services, technology hardware and equipment, industrial
transportation, and travel and leisure sectors, with a lower-value flurry of activity in the
software and computer services industry. But the bulk of the largest investments occurred
before 2015: only travel and leisure and software and computer services have seen any
significant activity in recent years, with Quebec-based D-BOX Technologies opening a C$45M
motion-coding studio in a play to interface with China’s film industry. Other, non-traditional
sectors have instead become the targets of Canadian investors, such as St-Georges Eco-Mining

of Montreal’s acquisition in 2018 of blockchain technologies from a Beijing software firm for
C$150M.

For Shanghai, the C$5.5B invested by Canada across 110 transactions has primarily flowed
into the city’s real estate investment and services and financial services sectors, but with
relatively high amounts of investment activity in the industrial transportation, software and
computer services, and support services sectors as well. In a twist of typical reporting on
Canada-China investment ties, one of the most significant recent deals involved a Canadian
state-owned enterprise, the Caisse de dépét et placement du Québec, investing C$487M
into Shanghai’s real estate in 2015. This deal was almost matched by another real estate
investment by a Canadian state-owned enterprise in 2018, with the Canada Pension Plan
Investment Board investing C$400M.
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Top 11 Mainland China City-Level Regions for Canadian Investment,

2003-2018
e e - L
(C$ Millions)

1 Shanghai 5,532 110
2 Beijing 5,494 1
3 Suzhou 1,613 30
4 Tianjin 1,393 21
5 Tai'an 1,165 1

6 Qingdao 1,119 8

7 Guangzhou 1,110 22
8 Tongliao 1,059 1

9 Changsha 1,038 8
10 Shihezi 970 1

11 Shenzen 900 28

Source: APF Canada Investment Monitor and fDi Markets (accessed April 9, 2019)

Still, C$30.5B of Canada’s investments in Mainland China, represented through 535 deals,
occur outside of Beijing and Shanghai, with Canada’s investments as diverse as the economy
they enter. Third-ranked Suzhou’s earliest recorded investment activity was as a hub for
Canadian investments in electronic and electrical equipment, but the 2015 Canada Pension
Plan Investment Board investment of C$248M in real estate is a snapshot of the changes seen
in both China’s economy and Canada’s investment relationship with it. Fourth-ranked Tianjin,
once a recipient of major Canadian investment in oil equipment, services, and distribution,
has seen no investment from Canada since 2013. The next group of investment destinations

- Tai’an, Qingdao, Guangzhou, Tongliao, and Changsha - rank high due to Canadian
investments in alternative energy, real estate, banks, electricity, and pharmaceuticals,
respectively.

Reflected within these numbers is a record of the ever-shifting Canada-China economic
landscape and a record of both sides’ own economic histories — but the numbers also reflect
the importance of looking down to the city level, which reveals how some of the most
significant investment stories between Canada and the Asia Pacific may at times be hidden
within broader trends within and between economies.
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CONCLUSION

As Asia Pacific economies rapidly develop, investment ties with these economies have
become increasingly central to Canadian diversification strategies. However, other than
the information available from official statistics, Canadians have very limited resources
available to help them understand the impact of Canada’s two-way investment relationship
with the Asia Pacific, especially at the city and sector level. The lack of detailed information
on the size and scope of Canada-Asia Pacific investment ties can lead to ineffective policies
and a misinformed public. By providing this discrete level of information, the APF Canada
Investment Monitor sets the stage for more informed discussions for Canada’s foreign
relations, business, and research communities, all ultimately helping the public learn more
about the Canada-Asia Pacific investment relationship.

The goal of the APF Canada Investment Monitor is to provide the foundation for evidence-
based decision-making, not only for policy makers, but also for all interested stakeholders

in the Canadian public, by providing a growing data set of both Asia Pacific companies’
investment into Canada and Canadian companies’ investment into the Asia Pacific. This year’s
report also highlights Canadian and Asia Pacific cities with clusters of investment, adding
another layer to the Canada-Asia Pacific investment story.
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METHODOLOGY AND DATA SOURCES

The APF Canada Investment Monitor tracks foreign direct investment announcements at the
firm level, taking a bottom-up approach rather than reviewing the balance of payments in
Canada’s national accounts.

In order to generate the APF Canada Investment Monitor data, APF Canada uses its own
unique legacy data, third-party data sources, metasearch engines, and other search tools to
aggregate data obtained from public sources including media reports, company documents,
industry associations, and investment promotion agencies. Investment announcements
that will be entered in the database include greenfield investments, asset purchases, equity
investment, mergers, acquisitions, joint ventures, etc.

The APF Canada Investment Monitor sources its investment stories primarily from its
decades-long archive of announcements on deals, trade missions, memorandums of
understanding (MOUs), and other developments of note in the Canada-Asia relationship.
Such a vast archive allows the APF Canada Investment Monitor to build a strong foundation
on which to track deal flow both historically and going forward. Each deal announcement

is recorded, catalogued, and added to our database. Deals are recorded using 30 different
observations ranging from parent company to destination city. Key to this cataloguing of
investments for trend analysis is the use of a user-friendly sector classification system.
Whereas deals catalogued with the widely used North American Industry Classification
System (NAICS) often hide key trends in budding industries, the APF Canada Investment
Monitor’s use of the modified Industrial Classification Benchmark (Modified ICB) allows it to
clearly see growth in areas such as clean tech and the video gaming industry.

Dollar values for the APF Canada Investment Monitor are obtained through a thorough
investigation of the deal value and, barring an official value, the best publicly available
estimate. This methodology allows for the avoidance of errors that occur in databases that
estimate deal value using proprietary algorithms.

Data for this report was also obtained from the United Nations Committee on Trade and
Development (UNCTAD), Statistics Canada (StatCan), and Ministry of Commerce of the
People’s Republic of China (MOFCOM), Australian Bureau of Statistics (ABS), Japan External
Trade Organization (JETRO), and Statistics Singapore.
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ABOUT THE ASIA PACIFIC FOUNDATION OF
CANADA

The Asia Pacific Foundation of Canada is dedicated to strengthening ties between Canada
and Asia with a focus on expanding economic relations through trade, investment, and
innovation; promoting Canada’s expertise in offering solutions to Asia’s climate change,
energy, food security, and natural resource management challenges; building Asia skills and
competencies among Canadians, including young Canadians; and improving Canadians’
general understanding of Asia and its growing global influence.

The Foundation is well known for its annual national opinion polls of Canadian attitudes
regarding relations with Asia, including Asian foreign investment in Canada and Canada’s
trade with Asia. The Foundation places an emphasis on China, India, Japan, and South Korea
while also developing expertise in emerging markets in the region, particularly economies
within ASEAN.

Visit APF Canada at http://www.asiapacific.ca.
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