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Introduction

Destination Canada began conducting the annual Global Tourism Watch (GTW) program in 2007. The
primary purpose of this research program is to provide consumer-based intelligence in 11 core markets
around the world: Australia, China, France, Germany, India, Japan, Mexico, South Korea, the United
Kingdom, the United States, and the domestic Canadian market.

The overall objectives of the GTW study are to:

A Monitor awareness, travel intentions, and other key market indicators for Canada and the regions;
Assess perceptions of Canada and track brand performance against competitors over time;
Identify the general experiences sought by travellers, and identify growth opportunities;

Identify motivators and barriers for travel to Canada; and,

> > I D >

Determine the influence of various information sources on destination selection.

The GTW permits direct comparison of Canada to competing destinations in each market. Destination
Canada has designated the following destinations as competitors in the Chinese market: the US, France,
Germany, Switzerland, Russia, Australia, Spain, Netherlands, New Zealand, Italy, Sweden, UK, Belgium,
and India. The countries included represent 95% of the outbound travel volume to long-haul destinations
which are considered direct competitors to Canada (e.g., non-beach destinations).

Questionnaire Changes

In 2018, questions were added in the following areas:
A Cost-related barriers to visiting Canada;

A Time of year of a potential visit to Canada; and,

Ve

A Sources of inspiration in destination selection.

Methodology

Data was collected via an online survey and has been weighted to represent the Chinese long-haul travel
population. The target population in China was residents aged 18 years and older, who have taken a long-
haul pleasure trip outside of East Asia (including China, Hong Kong, Macau, Japan, South Korea, and
Taiwan) where they had stayed at least 4 nights with a minimum of 1 night in paid accommodation in the
past 3 years, or plan to take such a trip in the next 2 years. The regions of Beijing, Shanghai, Guangzhou,
Shenzhen, Chengdu, Shenyang, Hangzhou, Suzhou, Xian, Qingdao and Nanjing were included in this
survey and data has been weighted to represent the long-haul travel population within these regions.

Data was gathered from 2,202 respondents in China, including 404 recent visitors to Canada, in August
2018. Results are compared against previous GTW waves (data gathered in December 2016 and July
2017). In addition, select comparisons are made to the 2017 Pulse Check study conducted in November
2017. The Pulse Check is a shorter version of the GTW study, conducted to monitor movement of key
metrics on a more frequent basis.
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Throughout the report, statistically significant differences (95% confidence interval) from one wave to the
next are denoted by arrows in the charts: green arrows pointing up if the metric has increased and red
arrows pointing down if the metric has decreased. Results were also analyzed among different segments
and demographic cohorts; throughout the report, references are made where there are statistically
significant differences compared to the general traveller.

Study Overview: China Market

The target population are residents aged 18 years and older, who have taken a long-haul pleasure
trip, where they had stayed at least 4 nights with a minimum of 1 night in paid accommodation in the
past 3 years, or plan to take such a trip in the next 2 years.

N7

GTW Sample Distribution

Geographical Definition Sample distribution: Beijing, Shanghai,
for Qualified Trips Guangzhou, Shenzhen, Chengdu,
Shenyang, Hangzhou, Suzhou, Xian,
Outside of: East Asia Qingdao, Nanjing
(e.g., China, Hong Kong,
Macau, Japan, South
Korea and Taiwan)

Timing of Fieldwork

Recent visitors to Canada: 404
Other travellers: 1.798
Total sample size: 2,202

Background

China is the second largest economy in the world according to the IMF GDP Nominal ranking, with 15.0%
share of global GDP (International Monetary Fund, October 2018).

China remains one of the wor|2ad®ls7,f atshe sad o wymtorwy &gy
but then started to lose steam in 2018. Growth eased to 6.7% year-on-year in the second quarter of 2018,
down from 6.8% in the first quarter. It was the weakest pace of expansion since the third quarter of 2016
amid an intensifying trade tension with the US and efforts to deleverage debt and financial risks (Trading
Economics, July 2018).

The US has been steadily imposing tariffs on Chinese goods since January. China has retaliated with tariffs
on several US imported goods. In August 2018, coinciding with the time of data collection, the US
administration imposed a 25% tax on a second wave of goods worth $16 billion US. The escalation of trade
tensions resulted in a decline in the exchange rate, which was halted by government interventions, and a
drop in stock prices (OECD, November 2018). At the time of data collection, growth in China was projected
to moderate to 6.6% in 2018 and 6.4% in 2019 (International Monetary Fund, August 2018).

Chinads unemployment rate decreased to a record |
the first quarter. Inflation rose to a six-month high of 2.3% year-on-year in August of 2018 from 2.1% in the

ecomal

ow of

previous mont h and well bel ow the Chinese (Tpdinger nment

Economics, August 2018).

Chinads consumer confidence index st omabedasteadily@er6 poi nt s

the last 12 months (+6.6 since August 2017). China held on to the top spot globally, well above the global
average of 50.5 (Thomson Reuters/Ipsos Primary Consumer Sentiment Index, August 2018).

China continues to lead global outbound travel. Chinese travellers took an estimated 162 million trips
outside of China in 2018. They remain the w o r |tap &menders with expenditures of $258 billion US, up
5% from 2017. (China Outbound Tourism Research Institute & UNWTO, 2018). At the time of data
collection, the impact of the trade tension with China on the US tourism sector was starting to show. In July
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2018, Chinads embassy in Washington i ssue(leutars, 3Jugcurity
2018). Preliminary data revealed that Chinese outbound bookings to the US for travel from August to

December 2018 were down 9.6% compared to the same time last year, while Chinese outbound bookings

worldwide were up 5.5%. The biggest impact was on bookings for group travel (6 or more passengers)

which was down 34% compared to the previous year. By comparison, Chinese bookings for travel to

Canada was up 8% for travel through to the end of the year (Inbound, August 2018).

Market Potential

HIGHLIGHTS

V The immediate potential market increased to 11.1 million Chinese travellers in 2018,
compared to 10.9 million in 2017, a small increase of 180,000 potential travellers.

V Interest in visiting BC has increased significantly in 2018 (58%, from 49% in 2017) and is in
line with 2016 results. Following a similar pattern, interest in visiting the North/Arctic is also
up significantly in 2018 (16%, up from 12% in 2017, but consistent with 15% in 2016).

V  The long-haul travel outlook dropped significantly in 2018 (+17, down from +25 in 2017, but
in line with +17 in 2016). A similar pattern is evident for the short-haul travel outlook (+15,
down from +19 in 2017, but consistent with +16 in 2016).

GTW data is used to estimate the size of the potential market for Canada. The table below provides an
estimate of the size of the potential Chinese market for Canada in two ways i the macro target market and
the immediate potential market.

Size of Potential Market to Canada (Next 2 Years)

2016 GTW 2017 GTW 2018 GTW
(Dec) (Jul) (Aug)

Long-haul pleasure travel market 20.12 million

Target market for Canada (dream to purchase stage) 82% 81% 81%
Size of the target market 16.54 million  16.34 million  16.20 million
Immediate potential for Canada (definitely/very likely to visit in next 2 years?) 62% 67% 69%
Size of the immediate potential 10.30 million  10.93 million  11.11 million
Actual Visitation 610,139 695,123 737,379

A 7 Significantly higher/lower than 2017 GTW wave.
1 Includes respondents likely to visit Canada for & trip of 1 to 3 nights, or a frip of 4 nights or more.
Base: Target market for Canada = long-haul pleasure travellers (past 3 years or next 2 years); Immediate potential for Canada = dream fo purchase stages for P2P for Canada

QMP1. Which of the faffowmgi best describes your current situation when thinking about each of the following destinations for a holiday trip?
QMP6. Realistically, how likely are you to také a holiday trip to Canada in the next 2 years?

The long-haul travel market size is derived from a 2014 omnibus study of the Chinese adult population.
Long-haul travel incidence is comprised of travellers who indicate that they have travelled for a long-haul
pleasure trip in the past three years or intend to do so in the next two years.
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The proportion of GTW respondents who are in the dream to purchase stages for Canada is stable year-
over-year (81%). Based on the 2018 result, the size estimate for long-haul Chinese travellers is 16.2 million,
down marginally from 16.3 million in 2017 and 16.5 million in 2016. This result suggests that Canadab s
overall base of interested travellers is contracting slightly in the Chinese market.

The immediate potential is a more conservative estimate based on GTW respondents who say they are
definitely or very likely to visit Canada in the next two years (69%, up from 67% in 2017 and 62% in 2016).
There are 11.1 million travellers with immediate potential for conversion in 2018, a small increase of
180,000 potential Chinese travellers (compared to 10.9 million potential travellers in 2017).

AmongDe st i nat i otanin@matiandl endrists, China was ranked 2" in immediate potential market

size (behind the US). However, actual visitation from China was ranked 39 amongDe st i nati on Canad
international markets in 2018. This means that Canada has room to improve on converting potential

travellers into actual visitors in the Chinese market.

For context, Canada attracted 737,000 visitors from Chinain 2018, up 6% from the 695,000 Chinese visitors
in 20171. The 737,000 arrivals represent 7% of the immediate potential market.

Alsoofnotei s t he demonstrated i nter e simmadiate fotential daakét$ll.t egi ons
million). Ontario continues to hold the greatest appeal (62% or 6.9 million potential visitors). Interest in

visiting BC is up significantly (58%, up from 49% in 2017 and in line with 62% in 2016). This translates into

a potential market for BC of 6.5 million in 2018 compared to 5.3 million in 2017.

The Prairies (Saskatchewan/Manitoba) (42%) and Quebec (41%) remain in 3@ and 4t spot. The North
recorded a significant increase in 2018 (16%, up from 12% in 2017, but consistent with 15% in 2016).

Potential Market Size for the Regions

Immediate Potential for Canada: 11,717,000

Key:
% likely to visit region
Immediate potential (000s)

A\ /¢ Significantly higher/lower than 2017 GTW wave.
Base: Those in the dream to purchase stages of the path to purchase for Canada and definitely/very likely to take a trip to
Canada (n=1265)

QMPY_ If you were to take a holiday trip to Canada in the next 2 years, which of the following Canadian travel destinations are
you likely to visit?

1 Destination Canada, Tourism Snapshot, December 2018.
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The proportion of Chinese travellers saying they will spend more on long-haul travel continues to exceed
those who say they will spend less, resulting in a long-haul outlook of +17 in 2018. This represents a
significant decline from 2017 (+25), but is in line with the 2016 long-haul travel outlook (+17).

The short-haul travel outlook is +15 in 2018 (down significantly from +19 in 2017, but consistent with +16
in 2016). The market outlook for domestic travel is holding steady at +36 (versus +33 in 2017).

Spending Intentions (in the Next 12 Months)

Leisure Travel

Within China
42%
m A little more
About the same
m A little less 53%
BN 6% |
Travel Market Outlook +36

A /N Significantly higher/lower than 2017 GTW wave.
Base: Long-haul pleasure travellers (past 3 years or next 2 years) (n=2202)

Leisure Travel Within Leisure Travel Qutside
East Asia (e.q.. China East Asia (e.g., China
Hong Kong, Macau, Hong Kong, Macau,
Japan, South Korea and Japan, South Korea and
Taiwan) Taiwan)
52%r 48%
+15% +17r

Q82 How would you describe your spending intentions on the following items in the next 12 months, compared to the last 12 months? Will you spend __.?

Competitive Environment i Key Performance

Indicators Summary

HIGHLIGHTS

on this unaided metric.

France.

V Unaided consideration of Canada has decreased significantly to 6%, down from 10% in 2017,
but still above the 2016 result of 4%. Canada remains behind the US, Australia and France

V However, Canada remains in top spot for aided consideration, ahead of the US, Australia, and

V Canada is lagging in terms of destination knowledge, slipping from 7" to 13" place in 2018,
as other competitors saw improvements on this metric.

The GTW tracks the following Key Performance Indicators (KPIs) for Canada: unaided and aided

destination consideration, aided destination knowledge, and Net Promoter Score (NPS).

Canadaods

performance is tracked against key competitors for the long-haul travel market. For China, these are the
US, France, Germany, Switzerland, Russia, Australia, Spain, Netherlands, New Zealand, Italy, Sweden,

UK, Belgium, and India.
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The outlook for Canada in China remains favourable. Out of the 15 competitive destinations that
respondents were asked to evaluate, Canada remains in 4" place on unaided consideration (behind the
US, Australia and France) and also remains in 15t place on aided consideration. However, for destination
knowledge, Canada has fallen from 7" place in 2017 to 13t place in 2018.

Consideration

Unaided consideration represents top-of-mind presence of destinations in the consumer mindset and
requires travellers to think of destinations without being prompted. Unaided consideration indicates that a
strong impression has rooted in the mind of a traveller for a destination. From a marketing perspective,
travellers who have Canada on their unaided consideration list may be easier to attract since they are
actively thinking of Canada as a travel destination.

Itis important to note that even though respondents are asked name long-haul destinations that they would
consider visiting on an unaided basis, many respondents still mention China and other short-haul
destinations. This could speak to the fact that many Chinese travellers are very domestic and short-haul
focused when thinking of travel destinations and could represent a challenge for convincing Chinese
travellers to go further abroad.

On an unaided basis, 6% of Chinese travellers mentioned Canada as a destination under serious
consideration in the next 2 years, a significant decrease from 2017 (10%) but still above the 2016 result
(4%). Among long-haul destinations, Canada continues to trail behind the US (13%), Australia (10%), and
France (9%). Of note, unaided mentions of several short-haul destinations have increased significantly
since 2017: China (34%, up from 27%), Japan (32%, up from 25%), and South Korea (22%, up from 16%).
Similar to Canada, unaided mentions of several non-Asian destinations have also decreased significantly:
the UK (5%, down from 6%) and New Zealand (4%, down from 6%).

Those who have visited Canada recently remain more likely to mention Canada on an unaided basis (18%)
compared to general Chinese travellers; however, unaided consideration among this group is also down
significantly from to 2017 (35%). Chinese travellers continue to mention very few specific places in Canada,
suggesting knowledge of specific Canadian destinations remains low.

Unaided Long-Haul Destination Consideration (Next 2 Years)

Top 12 Destination Brands' Top 12 Destination Countries?

Japan 30% A China 34% A
Hong Kong 26% A Japan 32% A
20% A South Korea 22% A
3%

10% i
10%
10%

9% 6%

9% { Canada 6% 5.9% — Canada 14%

Not planning

6% Iy { United Kingdom
R [ong-haul H
6% e New Zealand ;

4%y { Germany

A\ /7 Significantly higher/lower than 2017 GTW wave.
Note: ' Re , percer e who said “Canada” specifically

5%
as by re (eg. nta% I i/) H
2 Roll-up of brand mentions by country (e.g., percentage who said “Canada” or any destinalion in Canada). .

- to travel
among
4% r long-haul
o markets
4%
Base: Long-haul pleasure travellers (past 3 years or next 2 years) (n=2202)

QS8. You mentioned that you are likely to take a long-haul holiday trip outside of East Asia (e.g., China, Hong Kong, Macau, Japan, South Korea and Taiwan) in the next 2 years. Which destinations are you seriously
considering? (Please list Up to 3 destinations.)
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Unaided Long-Haul Destination Consideration (Next 2 Years) i Canada Trended

25%
20%

15%

5%

Canada ranked 9th

4% 4%
0%
2016 GTW (Dec) 2017 GTW (Jul) 2017 Pulse (Nov) 2018 GTW (Aug)
(n=2204) (n=2200) (n=500) (n=2202)

A /v Significantly higher/lower than 2017 GTW wave. I:l / O Significantly higher/lower than 2017 Pulse wave.

Base: Long-haul pleasure fravellers (past 3 years or next 2 years)

QS8 You mentioned that you are likely to take a long-haul holiday trip outside of East Asia (e.g., China, Hong Kong, Macau, Japan, South Korea and Taiwan) in the next 2 years. Which destinations are you seriously
considering? (Please list up to 3 destinations.)

Aided consideration represents the proportion of travellers who say they would seriously consider visiting
a destination, but only after they are prompted with a list of competitive destinations. Travellers who have
aided consideration for Canada may not be thinking of Canada top-of-mind, but they are considering a visit.
Continued prompts and cues through marketing efforts could help move these considerers down the Path-
to-Purchase.

On an aided basis, 37% say they are seriously considering Canada for a leisure trip in the next 2 years,
similar to 2017 (36%). Canada remains in 15t place on this metric, ahead of Australia (30%), France and
the US (both at 29%). Recent visitors to Canada and those considering a visit also rank Canada first overall
in aided consideration among all destinations in the competitive set.

Knowledge

Twenty-three percent of all Chinese travellers rate their knowledge of travel opportunities in Canada as
either excellent or very good, in line with 2017 (25%). Among those considering Canada, destination
knowledge stands at 28%, a marginal decrease from 2017 (33%), but consistent with 2016 (28%). Among
those considering each competitive destination, the US (46%), France (44%, up significantly from 35% in
2017), Australia (41%, up significantly from 35% in 2017), the UK (39%), and Spain (37%) have the highest
knowledge levels. While knowledge of Canada has remained consistent, other destinations are seeing
modest improvements and, as a result, Canada has slipped from 7t spot to 13™ spot on this metric.

Knowledge of travel opportunities in Canada steadily rises as travellers move down the Path-to-Purchase:
17% of those in the dreaming stage and 18% of those in the considering stage are knowledgeable about
Canadian travel opportunities, moving up to 38% among those actively planning a visit. Efforts to boost
knowledge of Canadian travel opportunities could pay off by helping to move potential visitors along the
Path-to-Purchase.
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Key Performance Indicators

Net Promoter Score (NPS)

The Net Promoter Score (NPS) measures the likelihood of travellers to recommend a destination. Results
are gathered among travellers with each destination in their consideration set (have visited previously
and/or considering a visit). The measure has an 11pt scale (0-10). The score is calculated by subtracting
Detractors (0-6 rating) from Promoters (9-10 rating). Passives are those who provided a rating of 7-8.

NPS results are generally up in 2018. Of note, France saw a significant improvement (+27, up from +18 in
2017) and has surpassed New Zealand to achieve the top result on this metric. New Zealand (+23) is in 2"
place, followed by Australia (+21, up significantly from +13). Canada is in 4t place with (+20) and has
moved ahead of the US (+18). Significant increases were also recorded by the UK (+17, up from +10 in
2017) and Sweden (+13, up from +3 in 2017). Significant decreases are evident for Spain (+10, down from
+13) and India (-23, down from -11) in 2018.

When the results for Canada are examined among past three year visitors, the NPS result is +34, up
significantly from 2017 (+19); among those who have not visited Canada in the past 3 years, the NPS result
is -11. This underscores the opportunity to capitalize on advocacy from recent visitors as well as
encouraging them to return. Among those who have ever visited Canada, the NPS result is -1, which is
significantly lower than that of past three year visitors i this indicates the need to develop strategies that
encourage visitors to advocate either during or immediately after a trip to Canada.
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