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Trade Confidence Index (TCI)
Highlights

» The TCI score witnessed a significant decrease from the
spring to the fall of 2011.

» Canadian exporters’ perceptions of economic conditions
In Canada, the U.S., and Europe are the main factors
cited for declining confidence.

» Despite exporters’ concerns about the global economy,
they remain relatively upbeat about their future sales.

: *rDC
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Levels of Opinion

Condition of Individual TCI Elements Over the Next Six Months

Condition Will Worsen Condition Will Improve

Average Average

Domestic Sales Domestic Sales

46%

48%
Export Sales Export Sales

54%

Domestic Economic
Conditions

Domestic Economic
Conditions

World Economic 60%

Conditions

World Economic
Conditions

International Business
Opportunities

International Business

Opportunities 11%

mFall 2011 m Spring 2011 = Fall 2011 = Spring 2011
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TCI Elements - Domestic Sales

Expectations Over the Next Six Months and Reasons for the Change

Domestic Sales Will Decrease Domestic Sales Will Increase
Over the Next Six Months Over the Next Six Months
(Percentage of Respondents) (Percentage of Respondents)
100% - 100% -
80% - 80% -
60% - 60% - 0
46% 39%
40% 40%
20% - 6% 10% 20% -
0% L — , I 00 0% - ,
Spring 2011 Fall 2011 Spring 2011 Fall 2011
Main Reasons Domestic Sales Will Decrease Main Reasons Domestic Sales Will Increase
Over the Next Six Months Over the Next Six Months
50% : 49%
Less demand for our products Growing demand for our products
Our company has new
customers/clients/contracts
Rise of Canadian dollar
Our company developed new products
Seasonal
business/activity/production/demand
Market will turn around
Economy is worsening Economy is improving
HFall 2011 = Spring 2011 = Fall 2011 ®=Spring 2011
*r
5 Q2. In the next six months, do you expect your company’s domestic sales to increase, decrease or remain the same? /E

Q2a. Please identify the reasons you expect your company's domestic sales to increase, decrease or remain the same. Multiple responses
allowed; totals may not add up to 100%.



TCI Elements - Export Sales

Expectations Over the Next Six Months and Reasons for the Change

Export Sales Will Decrease
Over the Next Six Months
(Percentage of Respondents)

100% - 100%
80% - 80%
60% - 60%
40% - 40%
20% - 10% 13% 20%

0% - , | I 0%

Spring 2011 Fall 2011
Main Reasons Export Sales Will Decrease

Over the Next Six Months

World recession

Less demand for our products

Rise of Canadian dollar

47%

Poor U.S. economy/market/dollar

HFall 2011 = Spring 2011

Growing demand for our products

Expansion to new markets

Increased activity/production/new
services/products

New customers/contracts

Export Sales Will Increase
Over the Next Six Months
(Percentage of Respondents)

54% 48%

Spring 2011 Fall 2011

Main Reasons Export Sales Will Increase
Over the Next Six Months

49%
46%

= Fall 2011 ®=Spring 2011

6 Q9. In the next six months, do you expect your company’s export sales to increase, decrease or remain the same?
Q9a. Please identify the reasons you expect your company’s export sales will increase, decrease or remain the same. Multiple responses
allowed; totals may not add up to 100%.



TCI Elements - Domestic Economic Conditions

Expectations Over the Next Six Months and Reasons for the Change

Domestic Economic Conditions Will Worsen Domestic Economic Conditions Will Improve

Over the Next Six Months Over the Next Six Months

(Percentage of Respondents) (Percentage of Respondents)
100% A 100% A
80% - 80% -
60% - 60% -

39%

40% 24% 40%

20% - 8% 20% - 12%

0% | — , - 0% A , N
Spring 2011 Fall 2011 Spring 2011 Fall 2011
Main Reasons Domestic Economic Conditions Will Worsen Main Reasons Domestic Economic Conditions Will Improve
Over the Next Six Months Over the Next Six Months

Domestic recession 67%
Economy improving/strengthening
Poor U.S. economy/market
Government role/initiatives/political change 6% Market will turn around/progress /grow
(]
Poor/unstable world economy
Economy looks the same as it did six months
ago
Rise of Canadian dollar
26%
HFall 2011 = Spring 2011 = Fall 2011 ®=Spring 2011
*r
Q12. In the next six months, do you think the overall economic conditions in Canada will improve, worsen or remain about the same? ,‘:

Q12a. Please identify the reasons you think the overall economic conditions in Canada will improve, worsen or remain about the same. Multiple
responses allowed; totals may not add up to 100%.



TCI Elements - World Economic Conditions

Expectations Over the Next Six Months and Reasons for the Change

World Economic Conditions Will Worsen
Over the Next Six Months
(Percentage of Respondents)

100% -
80% -
60%

60% -

0, 4
40% 2204

20% - -

0% - r

Spring 2011 Fall 2011

Main Reasons World Economic Conditions Will Worsen
Over the Next Six Months

51%
European economy

World recession/instability

53%

U.S. economic recession

News/media

HFall 2011 = Spring 2011

Q13. In the next six months, do you think overall world economic conditions will improve, worsen or remain about the same?

World Economic Conditions Will Improve
Over the Next Six Months
(Percentage of Respondents)

100%
80% -
60% -
40% 26%
20% - - 9%
0% - : |

Spring 2011 Fall 2011

Main Reasons World Economic Conditions Will Improve
Over the Next Six Months

33%

Economy improving/strengthening 37%
(]

Market will turn around/progress /grow

U.S. economy

Countries' fiscal stimulus

Emerging economies (China, India, Brazil,
etc.)

= Fall 2011 ®=Spring 2011

Q13a. Please identify the reasons you think overall world economic conditions will improve, worsen or remain about the same. Multiple

responses allowed; totals may not add up to 100%.



TCI Elements - International Business Opportunities

Expectations Over the Next Six Months and Reasons for the Change

International Business Opportunities Will Worsen International Business Opportunities Will Improve
Over the Next Six Months Over the Next Six Months
(Percentage of Respondents) (Percentage of Respondents)
100% A 100% A
80% - 80% 1
60% - 60% -
35%
0, B 0, 4
40% 23% 40% 27%
20% - 11% 20% -
A | : L 0% | - , -
Spring 2011 Fall 2011 Spring 2011 Fall 2011
Main Reasons International Business Opportunities Will Main Reasons International Business Opportunities Will
Worsen Over the Next Six Months Improve Over the Next Six Months

World instability Business profits/sales

Increased demand for Canadian

Canadian dollar ) -
50% minerals/resources/materials

Growth in foreign

.S. nomic r ion ) .
U.S. economic recessio markets/economies/opportunities

17%

Canadian innovation/expertise/quality

Currency fluctuations products

Competition U.S. economy

HFall 2011 = Spring 2011 = Fall 2011 ®=Spring 2011

Q14. In the next six months, do you think international business opportunities for Canadian companies will improve, worsen or stay about the same? ti:- D‘
9 Q15. Please identify the reasons you think international business opportunities for Canadian companies will improve, worsen or stay about the
same. Multiple responses allowed; totals may not add up to 100%.



TCI by Business Size

» Companies of all sizes experienced a major drop
in their TCI, especially medium and large

TC| businesses.

» Small businesses: Views about domestic and
world economic conditions are the two elements
having the most impact on the TCI decrease for
small businesses.

67.0
67.6
Small
_ 75.6 » Medium businesses: The level of confidence in
domestic and world economic conditions, as well

as in international business opportunities,
plummeted.

65.8
Medium . .
_ 49, » Large businesses: Large businesses are
concerned not only about the difficult economic
- environment, but also about their domestic and

international sales. Once again, however, world
economic conditions was the largest contributor

66.5
76.9

Fall 2011 = Spring 2011

The criteria to classify companies by business size are based on annual sales. Small-sized companies are under $10 million, medium-sized are ,‘:I'- D‘
$10 million to $25 million, and large-sized are over $25 million in sales annually.



TCI by Market Sector

TCI

Extractive

Transportation

Information &
communication
technology

Infrastructure &
environment

Light
manufacturing

Resources

11

» All market sectors recorded significant
reductions in trade confidence, but sectors
registering the greatest declines were extractive,

transportation, and infrastructure & environment.
65.4

77.0 » The decline of TCI scores in all sectors is largely

1 explained by concerns about both global and

68.5 domestic economic conditions.

79.3
» The strong Canadian dollar is also a concern,

affecting exporters’ views across all sectors.

76.9
67.8
77.5
66.2
65.5
73.8

Fall 2011 = Spring 2011

*
.



TCI by Region

» All regions experienced a severe drop in their

TCI scores.
TCI

76.2 » Quebec witnessed the largest TCI decrease,

followed by Ontario and the Atlantic region. The
Western region experienced a less dramatic

West decrease of 7.4 points.

76.4
» All regions showed a drop in confidence in all
five TCl elements. This pessimism is primarily
related to economic conditions.

Ontario
76.7

Fall 2011 = Spring 2011

, *EDC



Hiring Intentions Over the Next Six Months

Highlights

Hiring Intentions Over the Next Six Months
(Percentage of Companies)

70%
60% W\&* === —— - m

50% -
40% - b -

30% i — “a
20% -

10% — —— o

O%I T T T T T T 1
Spring 2008  Fall 2008  Spring 2009  Fall 2009  Spring 2010  Fall2010  Spring 2011 Fall 2011

«¢=Decrease =l=Remainthe same =#=Increase

The percentage of companies that intend to keep hiring at the same rate has remained steady for the
past three years, at around 55%.

Historically, intentions to increase hiring have shown some variability. Despite the drop from the
spring survey, hiring intentions are still relatively strong at 30%.

Companies who intended to decrease their rate of hiring have shown a decline, from around 15% to
less than 10%.

*rDC

13 Q3. Over the next six months, do you expect your company’s plans to hire will increase, decrease or remain the same?



Terms and Conditions for Obtaining Financing

Highlights

Expectations Over the Next Six Months
(Percentage of Companies)

80% -
T —
60% -
50% -
40% -
30% -

20%

o —— ¢
0% . : .
Spring 2010 Fall 2010 Spring 2011 Fall 2011

«=¢=Worsen ==Remainthe same =#=Improve
» Expectations regarding terms and conditions for obtaining financing has held the same pattern for the

past two years.

Seven out of 10 exporters indicated that conditions will remain the same over the next six months,
and around 15% expected conditions to either improve or worsen.

Q4. Over the next six months, do you expect terms and conditions for obtaining financing to improve, worsen or remain the same? * — D( :
14 L



Main Export Markets Destinations

Highlights

Main Market Destinations
(Percentage of Companies Exporting to...)

u.s. ore
U.K.
Mexico 113:&
China 112‘:;/0
Australia 11::;?
Germany 1122//3
France 112;&
Japan 11%(:,//‘;

mFall 2011 = Spring 2011

Countries Contributing Most to Foreign Sales
Over the Next Six Months

65%
69%

uUs.
China
Mexico
Germany

U.K.
Australia
Brazil
India
Japan

Chile

France

B Fall 2011 = Spring 2011

» The United States (U.S.) continues to be the main market destination for Canadian companies,
followed by the U.K, Germany, France, Japan and Australia. Brazil, Russia, India, China and Mexico

(BRICM) continue to be important market destinations.

» All of these markets are also viewed as primary contributors to companies’ export sales for the next

six months.

Q7. Which countries does your company currently export to?

*EDC

15 Q10. What countries will contribute most to your foreign sales growth over the next six months?

Multiple responses allowed,; totals may not add up to 100%.



Importance of Current Level of Canadian Dollar to
Companies’ Ability to Compete in Foreign Markets

12% 12%

Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011
Total Small businesses Medium businesses Large businesses

= Not at all important = Somewhat important = Very important

» More than half of companies think that the level of the Canadian dollar is very important to their ability
to compete in foreign markets, while one out of 10 companies thinks the current level of the Canadian
dollar is not at all important.

16 Q19. How important is the current level of the Canadian dollar to your ability to compete in foreign markets? ,‘:|'- D‘



Impact of a Strong Canadian Dollar
on Companies’ Export Sales

27% 27%

Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011

Total Small businesses Medium businesses Large businesses
® Low = Medium © High

» Four out of 10 exporters indicated that the strong Canadian dollar had a high impact on their
company’s export sales. Aimost the same percentage indicated a moderate impact, and the rest said

the impact was low.

» The impact of the strong dollar varies by business size. More medium and large businesses indicated
the impact was either moderate or high, compared to small businesses.
—
*EDC

17 Q19a. What has been the impact of a stronger Canadian dollar on your company’s export sales?



Level of Preparedness for a Canadian Dollar at or Around U.S. Parity

6% 5%

Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011 Spring 2011 Fall 2011

Total Small businesses Medium businesses Large businesses

= Not at all prepared = Moderately prepared © Very prepared

» Companies are adapting to a strong dollar. Half indicated they are very prepared to function with a
dollar that remains around or at parity with the U.S. dollar, and 44% believe they are moderately
prepared. Less than 10% indicated they are not at all prepared.

YEDC
18 Q20a. How prepared is your company to function with a Canadian dollar that remains at or around parity with the U.S. dollar? ,E



Companies’ Actions to Adapt to the Strong Canadian Dollar

29%

Nothing/riding it out 28%

Cutting costs (e.g., reducing labour costs, etc.)/more
efficient

Currency hedging (self or third party)

Increasing export prices

Increased operating efficiency

Sell/deal in U.S. dollars/foreign currency

= Fall 2011 = Spring 2011

» Around one-third of companies indicated they have done nothing to adapt to the strong dollar.
» Cutting costs continues to be the most popular action undertaken for those companies that have

implemented measures to adapt to the strong dollar. Currency hedging is the second-most common
measure, followed by increasing export prices.

Q21. What actions has your company taken to adapt to the strong Canadian dollar? ,E|l- D‘
19 Multiple responses allowed; total may not add up to 100%.



Canadian Direct Investment Abroad (CDIA) Status

CDIA Status
100% - (Percentage of Companies That...)
80% - | e = —— -
60% -
40% -
20% -

0% | | | | | | | |

Spring 2008 Fall 2008 Spring 2009 Fall 2009 Spring 2010 Fall 2010 Spring 2011 Fall 2011

=¢=Have investments outside of Canada =@=Plan to have investments outside of Canada
«s==Have no plans for investments outside of Canada

» Levels for Canadian Direct Investment Abroad (CDIA) continue to be stable for Canadian exporters.

Q22. Does your company have investments outside Canada, is it planning to have Investments outside Canada, or does it not have plans for * |
o investments outside Canada? 7L



Top Reasons Cited for Not Investing Outside Canada

50%

40%

e ——

20%

10% -

0% T T T 1
Fall 2009 Spring 2010 Fall 2010 Spring 2011 Fall 2011

«=g== Suyfficient business/opportunities in Canadian/domestic market

=== |nsufficient financing

==ie=Satisfied with the returns and opportunities that exporting provides our firm
e Small/family company/not large enough/lack of resources

e\ o need/interest/plans

» Having sufficient business opportunities in the domestic market is the primary reason provided by companies
for not having CDIA; however, the citing of this reason has declined.

» Other reasons for not investing abroad are insufficient financing, the level of comfort companies have with
their current returns and opportunities from export sales, and the size of the company.

» The percentage of companies with no interest or plans to invest abroad has remained consistent at around
15%.

Q30. Why is your company not investing outside of Canada? tlc- D‘

21 Multiple responses allowed; total may not add up to 100%.



Region, Market Sector, Business Size and Customer Base

Region

45% 45%

26% 28%

24%

5%

5%

Atlantic Quebec Ontario West

" Fall 2011 = Population

Business Size
Total Annual Sales

75%

12% 13%
Under $10 million $10 to $25 million Over $25 million
= Fall 2011

22

Market Sector

40% 43%

13% 12% 13% 13%

5% % 7%

5%

Extractive ICT Inf.&Env. Light Manuf.  Resources Transportation

= Fall 2011 u Population

EDC Customer Base

83%

Customers Prospects

u Fall-2011 = Population

*EDC



Sample Size and Dates of Data Collection

Trade Confidence Index (TCI)* West
Ontario 355
Quebec 188
Market Sector n=785 Atlantic 38
Extractive 36
Information & Communication ! :
Technology 182 Business Size N=729
Infrastructure & Environment 98 Small 546
Light Manufacturing 312 Medium 01
Resources 99 Large 92
Transportation 58

Data Collection

Fieldwork was conducted between Monday, October 3 and Friday, October 14, 2011.

* To be included in the TCI, respondents must answer all five questions of the TCI composite. ti:_ DC
23



Methodology

» The Trade Confidence Index (TCI) survey serves as a pulse check of Canadian exporters. EDC
started the survey in 1999, surveying the Canadian trade-engaged business community
regarding their levels of trade confidence.

» The purpose of the Trade Confidence Index (TCI) survey is to collect insights about trade
activities and expectations from Canadian businesses that are currently exporting or are
planning to export in the next one to two years.

» Sample size: 1,000

» Respondents: decision-makers who are knowledgeable about company’s export activities
» Methodology: telephone (CATI)

» Sampling approach: convenience sample

» Quotas: The quota by business size is 70% small-sized companies, and 30% medium/large-
sized. A cross-section of market sectors is based on the total population. There is a 20%/80%
split between customers and prospects. Regions are determined by national distributions.

» Language: respondent’s choice of English or French

» For more information regarding the survey, please contact Alberto Vargas at avargas@edc.ca
(613-598-3589).

y *rDC
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Ce document est également disponible en francais.

This document is a compilation of publicly available information. It is not intended to provide specific advice and should not be relied on as such. Itis intended as an overview only. No action or decision should be taken
without detailed independent research and professional advice concerning the specific subject matter of such action or decision. While Export Development Canada (EDC) has made reasonable commercial efforts to ensure
that the information contained in this document is accurate, EDC does not represent or warrant the accurateness, timeliness or completeness of the information contained herein. This document or any part of it may become
obsolete at any time. It is the user’s responsibility to verify any information contained herein before relying on such information. EDC is not liable in any manner whatsoever for any loss or damage caused by or resulting from
any inaccuracies, errors or omissions in the information contained in this document. This document is not intended to and does not constitute legal or tax advice. For legal or tax advice, please consult a qualified professional.
EDC is the owner of trademarks and official marks. Any use of an EDC trademark or official mark without written permission is strictly prohibited. All other trademarks appearing in this document are the property of their
respective owners. The information presented is subject to change without notice. EDC assumes no responsibility for inaccuracies contained herein. Copyright © 2011 Export Development Canada. All rights reserved.



