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Q This is the 39™ edition of the C-Suite Quarterly Survey

O The survey is conducted on behalf of KPMG; published and broadcast
by The Globe and Mail’s Report on Business and BNN.

= Previous quarters’ surveys are available at GandalfGroup.ca .

O Methodology: telephone interviews with 153 C-Suite executives from
ROB1000 companies between May 20 & June 10, 2015.

O This survey quarter’s survey asked about:

= Infrastructure & Needed Investments in Canada’s Major Cities

= Industrial Sectors Poised for Growth & Which Sectors Need Help To Do So
= Reaction to the Alberta Election

= Updates to Economic Outlook


http://www.gandalfgroup.ca/
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O There is near consensus that our national economy is dependent on
too few industries and relies too much on Alberta. In the energy
sector, renewable energy and natural gas are industries that will likely
increase in importance in the next decade, and are deserving of public
support.

O While our current industrial mix will lead to economic growth, the C-
Suite wants us to focus less on resources and invest in technology
intensive sectors like pharma & biotech, clean tech, aerospace and ICT.

O The C-Suite believes governments are spending too little on
infrastructure, and in particular should invest more in road networks
and public transit. Executives whose businesses would benefit from
public transit are the most supportive of infrastructure investment, but
the case is so strong that a majority support short-term deficit
spending to fund infrastructure.
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O The C-Suite is strongly supportive of infrastructure investments.

O Most believe that governments are underfunding this priority.

= One third of Ontario executives think we are significantly underfunding
infrastructure.

d The majority said that airports, electrical grids and
telecommunications networks in Canada’s major cities rate well when
it comes to infrastructure.

O Few feel the same when it comes to highways, roads and transit.

O Those who believe roads and public transit are in poor condition are
also more likely to say infrastructure spending is too low.
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“Are Canadian governments spending: too much, or too little or about the right amount of money on public infrastructure?”
[IF TOO LITTLE] “Would that be significantly underfunded or moderately underfunded?” (n=153)

Total 38 35 3
West 46 36 2
30 30 4 H
0 20 40 60 8o 100

B Too little - Significantly EToo little - Moderately OAbout the right amount

@ Too much B DK
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“Thinking of major Canadian cities in which you most frequently do business, how would you rate the state of public
infrastructure of those cities and communities?” (n=153)

Telecommunications networks

Airports

Electricity grids

Public transit like buses and subways

Roads

A

e .
L D
48 7 ;i
50 29 53
42 41 5 !
(‘) 2‘0 40 60 1(;0

BEVery good BESomewhat good OSomewhat bad ZVery bad EDon't Know
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O There is majority support for a range of investments but the top of
mind concern relates to roads and transportation.

0 Most of the C-Suite believes their businesses would be helped if
investments and improvements were made to roads, bridges, transit,
highway infrastructure and reducing traffic congestion.

O 52% said their businesses would benefit if Canada’s major cities
invested in “better public transit.”

O Most of the C-Suite supports short-term government deficits to help
fund capital investments in such infrastructure.
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O Executives who said their company would benefit from public transit
investments were more likely to say the public transit and roads in
cities they do business in are bad.

= Those that said their company would not benefit from public transit
are more likely to say we are spending the right amount on transit.

O Alberta stands out as the only major region where most executives said
their company would not benefit from better public transit.

O Support for deficit spending to fund infrastructure was consistent
across the country and across all sectors.
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“What kinds of public infrastructure investments and improvements would help your company the most?” (% saying each —
open ended — n=153)

Roads, Traffic Congestion, Bridges, Highway Transportation
Public transit

Pipeline, Public Roads To Oil Sands Area, Export Pipelines

Rail, Subway (Specific Mention)
Other mentions include:
Grid Infrastructure, Transmission, Energy/Electrical
Technology: 1%

.. C . . Non-specific infrastructure: 1%
Telecommunications, Communication/Fiber Infrastructure

Other: 1%
Don’t know: 3%
No response: 10%

Airport/Air Transit

Social/Services Infrastructure: Schools, Housing, Health Care

Merchandise/Industry/Manufacturing Infrastructure,
Related To Moving Goods/Production

Sewers/Water Infrastructure

Ports, Shipping, Ferries

B % saying each 0 20 40
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“Are there specific public infrastructure investments and improvements that Canada's major cities need the most? If so what
types of projects would they be?” (% saying each — open ended — n=153)

Roads, Traffic Congestion, Bridges, Highway Transportation
Public Transit: Commuting By Rail/Lrt/Buses

Water/Sewer

Hydro/Electricity/Energy

Quake/Flood Effective Infrastructure, Need For Mitigation

Telecommunications, Security, Communication/Fiber
Infrastructure

Hospitals

B % saying each

Other mentions include:
Housing: 2%

Airports: 1%

Pipeline transport: 1%

Other: 3%
Don’t know: 3%
No response: 3%

30 40 50 60
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“If Canada's major cities invested in better public transit, would your business benefit?” (n=153)

rot [ " I

32 61 2

ON 45 43

(0]

20 40 60 8o 100

B Yes, a great deal B Yes, somewhat ONo @ DK
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“Now please tell me whether you would support or oppose increased investments in and improvements in infrastructure in
Canada's major cities?” (n=153)

Road networks

Subways and light rail transit systems

Wifi and wireless telecommunications

systems
Airports 16
Better electricity transmission 16 ;E
High speed rail 14 | 11 !
(4] 20 40 60 80 100
E Strongly support E Somewhat support OSomewhat oppose
I Strongly oppose EDK/NR
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“Would you support short term government deficits to fund the capital investments in such infrastructure?” (n=153)

Total 35

infrastructure 20

Too little H
spending

Right amount of
infrastructure
spending

56

20 40 60 8o 100

=

mYes B No DDK/NR
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O The Canadian C-Suite faces a conundrum of sorts. A strong majority agreed
that Canada’s economy is too dependent on a few sectors.

= Most agreed Canada's economic policy relies too much on Alberta's economy
and its natural resources.

= Those in the oil and gas were no less likely to say the economy was too
dependent on a few sectors.

O Yet most also agreed the current mix of industrial sectors means Canada is
well positioned for growth

= The minority who believe the Canadian economy is in decline this year were
less likely to agree.
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“Which of the two statements is closest to your own opinion about Canada's economy? Would you say:” (n=153)

Total 8o 1

(4] 20 40 60 80 100

B Canada's economy currently relies on a good mix of industrial sectors
O Canada's economy is too dependent on a few industrial sectors
oD DK/NR
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“And would you agree or disagree with the following statement: The mix of industrial sectors that Canada's economy relies on
are well positioned to grow in the next decade. Would that be strongly or somewhat agree/disagree?” (n=153)

Total 54

21 8!

Canadian economy

forcast - moderate

37
growth

18 5%

Canadian economy

forcast - moderate
decline

45

29 14

o 20 40
B Strongly agree

B Strongly disagree E Don't Know

B Somewhat agree

60 8o 100

OSomewhat disagree
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O Those who agree Canada is well positioned for growth see various advantages:

= Above all, most in the C-Suite mention demand for Canada’s natural
resources as a key reason for this.

» Three in ten mentioned the Canadian workforce. While others mentioned
either our exchange rate or the strong state of Canada’s finances and its
financial sector.

= Nearly half of Ontario executives said our educated and hardworking
workforce is what makes our economy well positioned to grow. In contrast,
half of Alberta executives credited our natural resources.
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“What is it about the Canadian economy that makes it well positioned to grow in the next decade?” (n=106)

Good/Ready Supply Of Necessary Resources To Move Forward,
Demand For The Resources, Resources To Supply...

Educated/Hardworking Workforce, Education
Investment/Immigration/Population Growth, Culturally..

Strong Natural Resource Base, Abundance Of For Investment

Dollar/Low Dollar, Interest Rates, Exchange Rates (Will Help
In Exporting/Acquisition...)

Geographical Proximity, Good Geographic Position Globally

Strong Financial Position, Strong Financial Sector, Strong
Global Financial Factors
0il And Gas Development, Lng And Oil, Energy/Pipeline
Development
Politically Strong, Pro Business Government, Government
Support, Private/Public Partnerships

Diversity Of The Economic Base: (Minerals, Oils, Industry...)

Strong/Growing Manufacturing Base, Efficiencies In
Manufacturing, Low Energy Costs In Production

Improving Commodity Prices/Costs
Good Internal Infrastructure, General Mention
Technology Focus/Development

Other

B % saying each o 10 20 30 40 50
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O Despite the existing advantages and long-term optimism, most are not
complacent. A majority want to see some level of government support
or assistance for sectors that could play an important part in Canada’s
economy in the future.

 Most support investments in clean energy technology, energy
pipelines, computing/ICT, aerospace, pharma & biotech.

O There was less support for supporting automotive manufacturing and
assembly, mining or oil refinery construction — the C-Suite is
effectively divided on these with about half supporting support for
these industries and many opposing such support.
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“Which, if any, industries in Canada could play a very important part in our economy in the future, but needs more support
from government to do so” (% saying each — open ended — n=153)

Technology, Telecomm
Manufacturing

0il & Gas Exploration/Dev
Energy

Mining

None

Agriculture /Removing Regulations Other mentions include:

Resource Development/Industries (No Mention Of Oil And Gas) Other: 3%
. (o]
Don’t know: 5%

No response: 5%

Medical/Health Care Developments

R&D, Science And Innovation

Financial Sector/Services

Advanced Education, Attracting Talented People/Work Force
Media, Entertainment, Tv/Radio Tech Development

Bio Tech, Medical/Health Care Developments

Forestry

20 40

. O
B % saying each




"‘ the gandalf grou
= g group

“Which, if any, industries in Canada could play a very important part in our economy in the future, but needs more support
from government to do so” (% saying each — open ended — n=153)

n

~

/N o help from government:\

igh tech, telco sector:
« Opposed to government * Clean technology the segment contributes far more in export volume than is
picking winners. currently acknowledged by the fed govt. detailed data is avail thru analytical
+ IDbelieve the private economy advisors to show Canada is falling behind
should do this, comfortable + software development, smaller businesses, micro start ups have potential for
with government support for \ young people. Employment for young people is a challenge. /
health and education

R/ R&D, science and innovation:

 science and technology related ones, not necessarily blackberry type but one

source of innovation is support for basic scientific research that isn't around
G/Ianufacturing: \ much anymore

* Manufacturing in general
needs more funds for

. ;ﬁ;lrlrrllftfvfe?e()ple' heavy /Agriculture, rgmoving regulatioqs: \ /Miscellaneous: \
manufacturing of any sort . Thg whole dairy anfl food productlgn/ . transportatlon industry

. manufacturing 200 ds, 200 d agrlculture, processing s.ector.. Freeing spem.flcally around th.e
in the east and should spread the ma 1.'ket and rpaklng Lo MOORE pubhc transit
out more across all the compet}tlve, removing rules and infrastructure.
country j protective measures, Water sector.

K Drinking water, water fresh from lakes.j R/ /




"‘ the gandalf grou
= g g p

“Governments in Canada have recently announced subsidies, loans and repayable contributions to support various industrial
sectors and projects. Generally speaking, would you strongly support, somewhat support, somewhat oppose or strongly
oppose public financial assistance to each of the following Canadian industrial sectors or projects?” (n=153)

Clean energy technology 43 15 8 ﬂ
Information and 8
Communications Technology 35 25
Energy pipelines 27 23 12
Pharmaceuticals and biotech 42 22 15
Aerospace manufacturing 44 27 11
Oil refinery construction 31 23 26 ﬂ
Mining 31 36 14
Automotive manufacturing 6 1 E
and assembly 3 33 5)
1) 20 40 60 8o 100
B Strongly support E Somewhat support OSomewhat oppose
@ Strongly oppose B DK/NR
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O The vast majority expects renewable energy, natural gas and the services
sectors will be more important to Canada’s economy in a decade.

= Western (78%) and oil and gas (89%) executives are especially bullish about
natural gas.

O Somewhat fewer expect oil, financials or mining to be more important than
they are today (and to be sure, few believe they will be less important).

= Oil and gas sector executives were confident that oil would be more
important (77%), but banking sector executives were much less sure (40%).

O The increased importance of renewable energy and natural gas relative to oil
suggests that the C-Suite expects changes in the energy sector in the future
perhaps coming from climate change and carbon pricing.

O Finally, there is a broadly held view that the auto sector will be less important
to Canada in a decade than it is today.
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“Ten years from now, do you think each of the following industries will be more or less important to Canada's economy than
they are today?” (n=153)

Information and Communications Technology 48 717 ﬂ
Services 55 14 |6 :
Renewable energy 55 10| 8 B1
Natural Gas 48 15 12 m
Financials and banking 4'7 20 0 ﬂ
oil 39 18 22

Mining

3
20 27 =
22 31 ¥
49

Aerospace manufacturing

Automotive manufacturing and assembly

40 60 80 100
B Much more important B Somewhat more important
ONeither more nor less O Somewhat less important
B Much less important ® Don't Know
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O Most of the C-Suite (63%) including about two thirds of Alberta executives
agreed Canada’s economy relies too much on Alberta’s economy and natural
resources.

O Albertan executives mostly disagree (61%) that assessments of Canada’s
economy and markets over-estimate the relative contribution of Alberta to the
national economy. Executives from the rest of Canada and all other sectors
however agree.




"‘ the gandalf grou
= g g p

“Would you agree or disagree that Canada's economic policy relies too much on Alberta's economy and its natural resources?”

(n=153)
Total 48 25 12 O
AB | 50 18 18
BC, SK & MB 37 35 14
ON 60 23 6
6 26 40 6‘0 8‘0 1(;0

B Strongly agree B Somewhat agree O Somewhat disagree @ Strongly disagree B Don't Know
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“Would you agree or disagree that assessments of Canada's economy and markets over-estimate the relative contribution of
Alberta to the national economy?” (n=153)

B

wot [ » 55
AB 23 43 18
BC, SK & MB 47 37
ON 57 26 6 I
o) 20 40 60 8o

100

B Strongly agree B Somewhat agree OSomewhat disagree B Strongly disagree B DK/NR
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O Few in the C-Suite see upside in the election of an NDP government in Alberta.
Only about one in ten think the new government’s approach there could help
with pipeline construction in Canada or the US. Seven in ten believe it will hurt
investment in the province.

0 The pessimism Albertan executives feel towards the prospects of the NDP
government in Alberta are echoed by executives across the country: most say
the NDP will make it more difficult to see approval of pipeline projects in
Canada and the US.

O Albertan executives are especially convinced that the NDP government will
hurt investment in Alberta (84%). Most (59%) also think they will hurt the
national economy, oil and gas executives across Canada especially so (63%).
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“I'm going to switch topics and ask now if you think that the election of a majority NDP government in Alberta will hurt or
help each of the following things?”

Investment in Alberta | 70 19 8

Getting pipelines approved & built in Canada | 61 26 11
Canada's national economy | 50 39 9

Getting pipelines approved & built in the US | 44 46 7

O 10 20 30 40 50 60 70 80 90 100

O Hurt ONo Impact OHelp O0DK/ NR
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“I'm going to switch topics and ask now if you think that the election of a majority NDP government in Alberta will hurt or
help each of the following things?”(Alberta n=44)

Investment in Alberta - Alberta respondents 84 717

Getting pipelines approved & built in Canada

" AB 61 27 11
Canada's national economy - AB 59 27 11
Getting pipelines approved & built in the US -
g p1p PPAB 43 48 - I

O 10 20 30 40 50 60 70 80 9O 100

E Hurt ONo Impact OHelp ODon't Know B No Response
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O The drop in confidence in the Canadian economy we saw in the first
quarter of 2015 has halted. There has been a slight increase in fact in
the proportion who expect the economy to grow over the next 12
months — 66% now forecast growth.

O The outlook among Alberta executives remains very pessimistic — only
13% expect growth over the next 12 months for the province’s
economy.

O In contrast, almost all expect the US economy to grow, although fewer
are as bullish in predicting strong growth as compared to last quarter.
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“What are your expectations for the Canadian economy over the next 12 months, strong growth, moderate growth,
moderate decline, strong decline?” (% saying each)

Total J 65 | 32 il
AB B 50 43 5]
BC, SK & MB 70 I 30 |
ON [ 72 | 25 [
Oil, Gas, Energy 49 | 49 13
Other Resources 5 64 | 31 |
Manufacturing 78 | 22 |
Bank 80 | 20 |
Other Services 61 | 32 4
4] 20 40 60 80 100
E Strong Growth E Moderate growth OModerate decline
E Strong decline E Don't Know
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“And what are your expectations for the economy of the province where you are located - strong growth, moderate growth,
moderate decline or strong decline?” (% saying each)

Canada i 50 29 10 E

AB

35 32

BC, SK & MB

70 16

64 21 n
QC & Atlantic 55 27 9 n

ON

o) 20 40 60 8o 100
B Strong Growth E Moderate growth OModerate decline
@ Strong decline EDK/NR
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“What are your expectations for the U.S. /Canadian economy over the next 12 months, strong growth, moderate
growth, moderate decline, strong decline?” (% saying each)

US economy 17 73 10
Canadian
| 65 32 1
economy I
o) 20 40 60 80 100
B Strong growth E Moderate growth O Moderate decline
@ Strong decline B DK/NR
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“What are your expectations for the Canadian economy over the next 12 months, strong growth, moderate growth,
moderate decline, strong decline?” (% saying each)

Jun. '15 b5 [ 32 2]
Mar. '15 50 [ 26 271
[ 4 (v J (v J

Dec. '14 75 [ 23 |

Oct. '14 87 [ 10 |
Jun. '14 Q5 [2]

A J
Mar. '14 S8 g ]
Dec. '13 S8 g 1
Sept. '13 S8 [ 10 11
Jun. '13 S6 [ 11 il
Mar. '13 So [ 16 il

Nov./Dec. '12 74 | 20 | 1 |
Sept. '12 S4 [ 14 il

i o i

May/Jun. '12 81 [ 15 ]
Dec. '11 | 69 [ 29 O |
Jun. 11 Q2 [ ]

J (v 4
Nov./Dec. '10 89 [ 8 1
May/Jun. '10 89 7 71
Dec.'09 | 89 [ 8 Tl
May/Jun. '09 | 55 [ 42 31
Nov. '08 | 15 [ 70 [ 15 |
Jun. '08 =r7 [ 20 719
' b/ [ 2F 4

Aug. '07 b9 | 277 i

Mar. '07 S [ g 1
[ H [ [ [ [ 1

4] 20 40 60 8o 100

B Strong growth EModerate growth OModerate decline @ Strong decline EDK
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O Four in five C-Suite executives expect their company to grow over the
next 12 months, stable with last quarter.

O The resources sector, and in particular the oil and gas sector continues
to be the most pessimistic about their company’s prospects.

O Relative to last quarter, more executives believe oil prices will settle at
around $60-69 a barrel.
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“What are your expectations for your company over the next 12 months, strong growth, moderate growth,
moderate decline, strong decline?” (% saying each)

Total 16 31

AB 27 | 9 |

BC, SK & MB | 14 |
ON | 11 2

Oil, Gas, Energy 23 | 9

Other Resources 14 P
Manufacturing 11 | 6 |
Bank 23 |

Other Services | 7 14

6 2‘0 40 6‘0 8‘0 1(;0
B Strong Growth E Moderate growth O Moderate decline

B Strong decline E Don't Know



"‘ the gandalf grou
= g g p

“By the end of 2015 what do you predict will be the price of North American crude oil in dollars per barrel? Is it more likely to

be:...?” (n=153)

Canada 1 26 57 8
Alberta Respondents 14 75 7 E
Oil gas energy 14 74 6 n
Other resources I 40 40 10
Manufacturing 17 56 11 11 6
Services ' 26 50 9 g

o) 20 40 60 8o 100

E$80-89 ES$70-79 0$60-69 O$50-$59 HLessthan $50 a barrel ®Unsure



