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Shifting Global Landscape On All Fronts

Imperative to build the foundations for a resilient economic recovery

+
AR Largest Global Economic Shock
g Since the Great Depression

Disruptive technologies

Invest in science,

o@ . |
Building innovation and companies
ﬂ Technological Advance partnership
% Advantage ——0 models

Facilitate collaboration

saa A Responding to the across public and private
: ing P
& Pandemic — demands new organizations
@ (Y thinking Deploy demand-driven
- N\ﬂ approach to technology
@ adoption
o/

INNOVATION

The foundation for a better future
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Canada is Facing Pressure Points

Competitors pulling ahead over the past 20 years

Canada’s Ranking on Key Indicators Among 35 OECD Countries

R&D Spending in the
Higher Education Sector (2016)
Direct & indirect
Government Support of
Business R&D (2015)

Number of Researchers per
‘000 employment (2016) 18 in
2017

Business expenditure on
R&D (2018)

3in 2006

4thin 2006*

Government expenditure
on R&D intensity (2016)

G

10t in 2006
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Programing and Policy Tools to Support Canada’s Recovery & Growth

Canada {é}i@ Economic Strategy Tables O Strategic Innovation Fund

S U P P O RTl N G ) Innovation Superclusters DDUH Regional Growth
| N N OVATO RS {@} Innovative Solutions Canada 2 IRAP

4 AREAS OF ACTION

Investment & Scale Public — Private Research, Technology, Technology &
Partnerships Commercialization Procurement
VC Catalyst Initiative Industry Strategy Council Strategic Innovation Fund Innovative Solutions Canada
VC Bridge Financing Program Economic Strategy Tables - Digital Health and Discovery Platform / NRC COVID-19 Challenge
Industry Consortium for Image-Guided
BDC programs Health and Biosciences Therapy CAN Health Network

Economic Strategy Table )
Innovation Superclusters / NRC-IRAP MEDTEQ
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The global and North American economies are in the midst of the worst recession since the Great Depression

.« The COVID-19 pandemic is a public health @.l Real GDP Growth
crisis which quickly evolved into an __/ ' IMF and Deloitte LLP, Percent Change
economic crisis with lasting global effects

« Several factors, including timing for a
vaccine, vastly different public health/re-
opening policies and the possibility of a 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19| 20f
second wave of infection is creating

elevated uncertainty around the pace of World Emerging & Developing Economies  ====Advanced Economies
recovery

=

« The Canadian economy experienced an
estimated drop in GDP of 40 per cent in
2020Q2, putting it on track for the largest
annual decline on record, following the
Great Depression

1 1
QWO ANONPLPINOO

1
oo

will feel the economic impacts of COVID-19 Statistics Canada and Deloitte LLP, Percent Change
for years to come, as they contend with
large debts, poor labour outcomes, and
growing political unrest

« Both advanced and emerging economies (/II]\ Real GDP Growth in Canada
10

03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20f 21f
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Possible Economic Recovery Scenarios

The economic contraction we are witnessing is a result of businesses being forced to close - the forecasted

recovery could look different. —

Optimistic Pessimistic
’ )
A Steep but Short-lived Downturn i Prolonged Pandemic & Delayed Rebound ! Worst Case Scenario
1
Pandemic containment efforts prove i Pandemic lasts longer than we’re ready for with a ' Containment fails. The virus continues to
successful, economic activity manifests ina virus resurgence leading into 2021. 1 mutate preventing the development of a
steep but short-lived decline. \ I successful vaccine.
1 1
1 1
n B Shutdowns result in a global recession in , » The global economy experiences a 2-3% decline in real ;+ The global economy experiences a 6%
~1 2020, with global growth slowing to . GDP in 2020. Recession expected to last 9 Quarters. . decline in real GDP in 2020.
= Zzero. i * In the first half of the year, the Canadian economy. i The Canadian economy declines by a
I« Real GDP in Canada experiences a sharp |  &Xperiences a similar decline as scenario 1, with a short 1 similar amount as the other two scenarios
A decline of 40% in Q2 as a result of social- |  rebound in Q3 of 2020. _ - 1 in the first half of the year. However, the
o distancing measures. GDP declines by , * A resurgence of the virus occurs in late 2020, stifling further:  recovery in the second half remains muted.
= 6.7% in 2020. ! recovery efforts. There is a projected GDP decline of 7.50/0: GDP declines 11.5% in 2020.
(a4 ) . N , 1 in 2020. | ) )
< * Canadian economy hit by a pgrfect storm_ | . Canada’s economy faces another shutdown in the first few |° Unprecedel_wted contragtlons in advanced
Z of pandemic shutdowns, transitory slump in months of 2021 i and emerging economies keeps global
L - - - | . |
O global demand, and a collapse in oil prices. '« Advanced economies struggle to fully reopen for business as ' demand subdued for 2.5 years.
) . Containment efforts are relaxed in the ' the virus resurges towards the end of 2020. Emerging '« Socio-political unrest materializes in a
summer. ' countries ramp-up containment measures in Q2 and Q3. ' large number of countries.

« Gradual recovery of the Canadian economy | * The government is quick to respond to the second wave of |. we expect another mild contraction in
begins in late 2020, followed by a large ' infections, with safe re-openings being possible by Q2 of | Canadian GDP in 2021, followed by a
rebound of 8 per cent growth in 2021. ' 2021. A gradual recovery begins in late-spring 2021. ' modest rebound in 2022.

 » Canadas recovery is slower than in scenario 1 with |
| 6.4 per cent growth in real GDP in 2021 :
¢ é

Translating today’s decisions into economic growth 11



COVID-19 has reoriented the direction and speed of certain trends impacting the Canadian economy

@2 ACCELERATING TRENDS (@a PERPETUAL CHANGE

Increased debt for households, businesses
and government

@)

Disrupted or changing supply chains Addressing climate change

Industrial sovereignty/protectionism Shift to digital Demographic change
Increased role of government Changing nature of work Weak investment and poor productivity
Change in consumer behaviour Increase in automation and AI Populism

Translating today’s decisions into economic growth 12



The pandemic has varying impacts on industries’ recovery depending on the degree of exposure to economic closures,

and the ability and speed of adaptation

A
Government and Professional
Public admin Scientific and
Technical Services
() Utilities Telecom and
; Financial Data
services =

0 _

O Education

_8 Health

0

:

= Culture and :

8 Publishing Tl Construction

o Broadcasting Transportation and

dﬁ warehousing
‘ Extractive Agriculture and
Manufacturing Retail Forestry
Arts, Entertainment, A d Motion pictures and
and Recreation fogg.savI::s sound recording
Severely .
impacted >
Low .
potential Post-COVID growth potential
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Beyond the immediate recovery, prospects for economic growth will be held back by falling labour participation, weak

business investment, and sluggish productivity growth

\
@ The estimate of potential economic growth is based on three key components:

©

The number of The stock of Productivity, or the efficiency
available workers productive capital with which capital and labour
mix to produce output

Long-term economic growth will be

determined by growth in Canada’s
underlying potential.

Translating today’s decisions into economic growth 14



Aging demographics will result in a rapid increase in the share of Canadians over 65

@ Share of the Population Over 65 is Rising
'\_/j-{ Statistics Canada and Deloitte LLP, Share of the population over 65, percent
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Population aging will reduce our labour force growth

@ Labour participation rate

Statistics Canada and Deloitte LLP, Percent
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m Labour force growth

Statistics Canada and Deloitte LLP, Percent Change
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Weak business investment limits growth in Canada’s productive capital

(\I\ Private sector business investment, 2019
U Percent of GDP
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Weak potential output growth translates into a subdued outlook for GDP and Income

Statistics Canada and Deloitte LLP, Percent Change

@\ Real GDP growth to slow
10

2010 11 12 13 14 15 16 17 18 19 20f 21f 22f 23f 24f 25f 26f 27f 28f 29f 30f

G\ Real Personal Disposable Income Growth per person
'\_/j-l Statistics Canada and Deloitte LLP, Percent Change
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01
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While GDP growth slows, aging demographics and rising health care costs will add fiscal strain

G\ Average health care costs per age cohort and growth in population
{_)‘I CIHI and Deloitte LLP

$C Percent
35,000 6.00%
30,000 5.00%
4.00%
25,000
3.00%
20,000
2.00%
15,000
1.00%
10,000
0.00%
5,000
! -1.00%
N B nn il I I
. EromrrmoEnE [] .
Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age Age
0-1 1-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40-44  45-49 50-54 55-59 60-64 65-69 70-74 75-79 80-84 85-89 90+
Males == Females growth in population
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Federal and provincial governments will have trouble balancing its books as revenue growth slows

S . . .
m Federal and provincial deficits

Public Accounts (federal and provincial) and Deloitte LLP; Millions $C
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What areas can we focus on to make Canada more prosperous

Boosting labour market participation for women

Keeping older Canadians in the labour market

Boosting the number of Immigrants

Improving labour market outcomes for Canada’s Indigenous population

Improve Canada’s business investment to match peer countries in relative
terms

Boost investment in software and development

Investments in labour and capital work contemporaneously to boost
productivity

Make changes to improve wage gaps that prevail in our country, with the
added benefit of fostering equality.

Improve retraining to place employees in todays higher value added
occupations

Translating today’s decisions into economic growth
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Removing barriers to entering the job market among Canada's most under-represented groups adds 1.7 million

workers to the labour force in the Prosperous Scenario

o 0 o\ Prosperous Scenario as compared to the base case as a result Base vs Prosperous; Deloitte LLP, Percent
of increased opportunities for disabled and elderly Canadians,

HHH women, and aboriginal populations. This contributes to a rise u ,
in aggregate participation rates, placing a Prosperous Canada
in @ much better position as compared to its global peers.

1.7 Million workers are added to the workforce in the m Canadian labour force participation rate:

67 —
66 —
65 —
64 — -
Baseline

63

62

(I]\ Projected labour force growth between 2020-2030 e
'_/ (number of workers)

30%
25%
20%
15%
10%
5%
0%
-5%
-10%
-15%
-20%

Venezuela, RB

Malta

Australia
Israel

Egypt

India
Prosperous Canada
New Zealand
Indonesia
Ecuador

Luxembourg
Bahrain

Philippines
Malaysia
Algeria

United Arab Emirates

Cyprus
Morocco
Mexico
Peru

Turkey
Saudi Arabia

South Africa
Kuwait
Argentina
Sweden

Qatar
Iran, Islamic Rep.

Tunisia
Canada - Base

Colombia

Belgium

Norway
United States

Switzerland

Denmark
Spain

Ireland
Vietnam
Brazil

Oman
United Kingdom
Netherlands
France
Uruguay
Singapore

Hungary
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Finland
South Korea
China
Eurozone

Italy

Thailand
Germany

Slovak Republic
Chile

Poland
Romania
Hong Kong, China
Japan
Mauritius
Russia
Greece
Taiwan
Croatia
Bulgaria
Latvia

Estonia
Lithuania

Czech Republic
Portugal
Slovenia
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Lifting investment as a share of GDP to match the average in advanced countries makes a huge difference to Canada’s

investment outlook.

In the prosperous scenario, private investment accelerates to the share of GDP seen in other advanced countries, boosting the country’s capital stock. This
allows businesses to be more competitive on a global scale. The prosperous scenario assumes that policies are implemented to encourage technological
enhancing investment that transform services-oriented sectors as well as resource and goods-producing sectors. This investment has the potential to boost
GDP by 0.3 parcentage points per year.

G\ Projection out to 2030 Canadian
'\_,j-l private sector business investment

Investment Investment Cumulative boost to GDP 350,000
Growth share of GDP  relative to baseline ppts. 300,000
_ 250,000
Baseline 2.4 10.3 200.000
Prosperous 150,000
(ranking in the OECD 5.6 12.8 2.7 100,000
top quartile) 50,000
. - . . . 0
After accounting for demolitions and depreciation, this pace of investment ONTONVONTONDONTOOWONTOMWONT O DO
. . 0V WWOWOWOIDOTITIDTODDIDDOOOOO T A" A" AN AN ANNNM
would raise the capital stock by 25% (from $4.9Tn dollars today to $6.1Tn by 290990200702 22222283232282388°<%
2030). This is about $250 billion dollars more than in the base case. /\\
. . . istri i ital k
m Capital Stock projection QU Distribution of Capital stoc
'\le $Tn (inflation adjusted)
Non-residential buildings
13%
6.0 Engineering
Structures
26%
5.0
m Today 2030 2030 Intellectual property
Basecase Prosperous 4%
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In the Prosperous Canada scenario, a shift to digital will result in a boost to software development

@ Software investment share of private investment
\__,j-l Percent

I
7.0%
6.5%

6.0%

5.5% Baseline
5.0%

4.5%

4.0%

3.5%

3.0%
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Stronger economic growth allows governments to ramp up spending on critical and productivity enhancing

infrastructure

\ \
@ Public sector infrastructure gets a boost m Government Investment as a Share of GDP
— _J ! Statistics Canada and Deloitte LLP, Per cent
« In the Prosperous scenario, Canada experiences stronger economic growth. 5.50%
This will boost government revenue collection given that nominal GDP is '
the broadest measure of the tax base from which government revenues 5.00%
are generated. '
« With a boost to their revenues, governments will ramp up their investment 4.50%
spending resulting in numerous benefits.
« Infrastructure spending contributed directly to GDP growth as people are 4.00%
employed to create or upgrade the infrastructure and demand increases
throughout the supply chain for component parts. The economy is further 3.50%
stimulated as the profits generated and wages paid are spent.
o)
« There are also lasting economic impacts to infrastructure spending with 3.00%
broad consensus that public sector infrastructure boosts the economy’s o
productivity performance. In fact, research has shown that public 2.50%
infrastructure is behind half of Canada’s multifactor productivity growth. 5 00%
. 6]

« Furthermore, investments in public infrastructure can have wide reaching 0N N M ) ) ) 0 Y e e e e
societal benefits from providing shorter and safer commutes to improving R e A A S g Xe Ao T ReXe Bo.
ity of our drinking water S2388I833TSMNYIVTAaNTON DO
the quality of our g . S JAYARS
~
Baseline Prosperous
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Achieving a stronger sustainable pace of growth would support a much stronger economy

Gﬁ\ This pace would increase nominal GDP by $300 billion—

7 i
Q@ Post-recovery sustainable pace of real GDP growth 3 9.5% increase over the basecase
3.0

2.5
2.0
1.5
1.0

0.5

0.0
2026-30

Basecase ® Prosperous
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A Prosperous Canada means more Canadians with Jobs

22.6 Million

Canadian workers will be
employed by 2030 in the
prosperous scenario

~2.26 Million

workers are employed in the
prosperous scenario that were not
accounted for in the base case

That means there would be

17.5% More

JODbS relative to 2019 levels

YRy
M

8.1%0 More Jobs

are created in the prosperous
scenario relative to the base case

N\
m Canadian Employment projection

Thousands
23,000 —

22,000 +

21,000 +

20,000 +

19,000

18,000

17,000

16,000 —

15,000

14,000

13,000

12,000
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1582210 4

Baseline
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199
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2002

T
2004

T
2006

T
2008

T
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T
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T
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T
2018

) ) )
020 202 2004 2026 2026 209
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In the prosperous scenario we assume Canada is able to achieve their Paris Agreement emissions target through a

carbon-pricing strategy that incrementally increases the price of emissions.

+ To meet its 2015 Paris Agreement commitments, Canada must reduce
greenhouse gas emissions by 30% below 2005 levels by 2030. In the
prosperous scenario, we assume Canada is able to achieve this target Index, 2005 =100
through a carbon-pricing strategy that incrementally increases the price
of emissions.

+ Deloitte’s modelling shows that Canadian GHG emissions can steadily 120
decline and stay on track with the reduction targets outlined in the Paris
Agreement. The main policy tool would be a steady increase in the 110 -
carbon tax to $114/tonne of CO, in 2030 and to $200 /tonne of CO, in ==

sV 7\
2040. 100 \ l' \\
\
] \

« This lever would be complemented with other regulations including the ‘|l \
implementation of ambitious standards and incentives that accelerate the 90 ¢ \
adoption of clean technologies to support positive environmental \\
outcomes across all industries. 80 N

\\

« Through these measures, Canada will reach its emissions goals and be on ?y 2?:.30/ t 36%
track to becoming net zero by 2050. While the carbon tax leads to a 0.5 70 balrge tlff abmos °
percent contraction of Canada’s GDP versus a status quo scenario, the élow the base case
energy industry would still grow and continue to make a considerable 60
contribution to the overall economy.

50
40

1980
1982
1984
1986
1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2010
2012
2014
2016
2018
2020
2022
2024
2026
2028
2030

Translating today’s decisions into economic growth 29



sed g |I0

(ewJeyd "[oxa) bulinioejnuey
10NpoJd WNa|0J3ad pue s|ediwayd

30

uoIIBa13 puUR JUSWUIBLISIUD ‘SUY

S|eJaUl Dl||PIdW-UON
pue s|eja J0 bulnioejnuely pue buiuil

S9llIAIJOE pajelad pue sdallled aduelnsuy

(jeuiblioqy pue ‘|20
‘|euInoid) uonessiuiwpy dlignd J94y10

Anysnpul oiny

(jeoipaw g ‘ewdeyd ‘ua3ndwod ‘sjediwayd
‘s|eaw ‘wnajoJiad *[oxa) bulinioeinuepy

(suijadid
X3) buisnoyaiem pue uojiepodsued)

Juswabeuely JUSWISIAU]L

uoieAISIUIWPY dIqnd [eJapa4

S3DIAISS |BUOISSD)0.d

bununy pue bulysiq ‘A13salod ‘aan3ndby

SONIAIPY 23e1sT [edy

saisnpul ||y

90ULISISSY |BID0S pue aJedy3|esH

S3JIAISS P00 pue UoIIePOWLIOIDY

Base case DOProsperous

(A103150dop
-uou pue Alolisodap) uoneipawJdajul 3pald

(soine xa) aped] [1L1Y g 9|eSa|0YM

S9JIAISS |euollednNp3

UOI32NIISUOD) [BIIUDPISSY-UON

Sal3isnpul |ednjjnd pue uoljewJojur

y 2030
ion adjusted)

SINIDS
n juawdojaAa@ pue ydJeasay d1413uaids
- a5
m 00O Jieday @ UOIINIISUOD |BIIUBPISDY
G
Q N c
w no S9|gemausy R ‘sai|iin ‘4amod
o 29
— = Burinioeynue
o n ! J W
3 3UIIpPay pue |[ed3nadewleyd
v =
> =l )] Bulinioeynuew
Q = m jonpoud 21u0J3d3[3 pue Ja3ndwo)
v (]
o
© 2o S92IAI9S
0 b =D paje|aJ pue ubisap swaisAs Jayndwo)d
G o
| —
v Q .m Burinyoejnuew
X~ salddns pue juawdinba |edIpap
)
5
7 o o o o o o o
@ /=) e 8 § 8 § 7 8
o) A
c

Translating today’s decisions into economic growth



A stronger and more environmentally sustainable pace of GDP growth will lift our standard of living

N\
« A higher pace of GDP growth will boost our standard of living and @ Projected growth in real GDP per Capita 2020-30
move us from a growth trajectory that sees us amongst the slowest =

growing advanced economies to one that is comfortably in the top half

. . 0, 0, 0, 0, 0, 0, 0,
of the faster growing countries. 0% >% 10% 15% 20% 25% 30%
Croatia
Estoni Lithuania
- - stonia
@ GDP per capita in 2030 . Qatar
- reece
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and send these to Everyone (selected by default).
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