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Manufacturing Sales
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Canada & U.S. Manufacturing
Production
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Manufacturing Sales
(Aug 2010 — Aug 2011)
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Manufacturing Sales by Sector
(Aug 2010 — Aug 2011)
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Manufacturing Sales by Sector
(Aug 2010 — Aug 2011)
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Priority #1

A Avoiding another financial meltdown
A Impact:
I Credit crunch
I Currency & commodity price volatility
I Weakening customer demand
I Investment & hiring decisions postponed
A Risks:
I Europe — government debt, bank leverage
I US —bank leverage, government deficit
I China — bank leverage, real estate
I Canada — bank leverage, consumer debt
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?E?g L‘ () Growth slowdown across major OECD
and non-OECD economies
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Source: OECD Quarterly National Accounts database; and national sources.
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CPB indicator of world trade
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Source: OECD Main Economic Indicators; and Eurostat.
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Business confidence Consumer confidence
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In many countries

Improvement in underlying primary balances

percentage points of GDP
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Canada & U.S. Economic Growth
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Canada: 2" Qtr Growth
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Jobs Depend on Business Profitability
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*7  After-Tax Cash Flow Drives Business Investment
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Canada: Export Sales by Country
Aug 2010 — Aug 2011
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Current Business Environment

Intense competitive pressures — very difficult to raise prices

Strong & volatile Canadian dollar — reduces export sales revenue with net negative
impact on profits and cash flow

Increasing business costs — labour, raw materials, energy, regulatory compliance

Corporate consolidation and intense competition for investment & product mandates —
Investment & product mandates being placed in lower cost, higher growth markets

Uncertain customer demand & weak markets for many sectors

Growing concern over cost & availability of credit

Aggressive investment incentives and export subsidies provided by other jurisdictions
More challenging barriers to market entry

Infrastructure capacity constraints

Shortages of skilled labour (from management to technical skills)

More stringent regulatory environment & customer/community expectations (health,
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New Opportunities

A Sectors with relatively strong growth in current markets

A Agrifood, automotive, aerospace, energy, technology, specialized products

A Emerging markets (especially China, Brazil, India, Russia/CIS,
Turkey, Africa)

A In the USA

A Specialized products & technologies, automotive, energy, agrifood

A Within Canada

A Energy, commodity, infrastructure projects

A Sustainable products & processes
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Canada’s Competitive Imperative

A Canadian manufacturers cannot compete on the basis of:
A Low cost
A Alow dollar
A Mass production

A Competitive success depends on their ability to differentiate
themselves from the competition through specialization:

A Rapid customer response
A Specialized design & engineering
A Customer services & logistics
A They will only be successful if they can develop a customer base

that will provide the economies of scale to allow for
differentiation
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It is up to businesses to compete & grow ...

A Offer customer solutions, not products
A Value based on innovation, service, specialization
A Find new customers
A Directly & by navigating new supply chains
A Re-engineer & develop new products
A Leading to commercialization — adoption by customers
A Re-tool and adopt new technologies
A Intelligent, flexible, highly efficient production & information systems
A Improve production and business processes
A Focus on what customers value & eliminate waste (non-value adding activity)
A Generate cash flow
A Cash flow drives investment & business financing
A Enable employees to achieve new business objectives

A Workplace skills development
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