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1. 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 12 core markets around the world: Australia, Brazil, 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:

Ve

A Monitor awareness, travel intentions, and other key market indicators for Canada
and the regions;

A Assess perceptions of Canada and track brand performance against competitors
over time;

A Identify the general experiences sought by travellers and identify growth
opportunities;

A Identify motivators and barriers for travel to Canada; and,

A 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.

Methodology

Data was collected via an online survey and has been weighted to represent the China
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 2,204 respondents in China, including 327 recent visitors to
Canada, in December 2016. In the past, data has been gathered earlier in the year (April
through July), which is prime planning season for summer travel to destinations such as
Canada. It is believed the timing of data collection impacts results and the later field
window this wave may be responsible for some shifts in Key Performance Indicators
(KPIs).
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Figure 1.1: Study Overview: China Market

o

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 planto take such a trip in the next 2 years.

T 900
S} R "
% GTW Sample Distribution

: 2 Geographical Definition
Timing of Fieldwork for Qualified Trips Sample distribution: Beijing, Shanghai,

Iguin gimm! Guangzhou, Shenzhen, Chengdu,
Outside of: East Asia Shenyang, Hangzhou, Suzhou, Xian,
(e.g., China, Hong Kong, Qingdao, Nanjing
2016 Macau, Japan, South
Korea and Taiwan)

Recent visitors to Canada: 327
Other travellers: 1.877
Total sample size: 2,204

Background

China i s t"agesvexonbdnty csordihg to the IMF GDP Nominal ranking, with
15% share of global GDP (International Monetary Fund, October 2016).

The countryodos GDP growth remains highkoveby i nte
year in 2016, supported in part by property investment and infrastructure projects.

However, this was the slowest recorded GDP growth in China since 1990. Economic

growth is gradually slowing down with forecasted growth rates of 6.5% in 2017 and 6.3%

in 2018 (OECD, March 2017). This is resulting from an aging population and the transition

from an investment-based economy to a consumption-based one. In addition, trade has

also declined and the uncertainty around US-China trade relations under the new US
administration could have a negative impact on the economic outlook.

Consumption continues to grow, fueled by job creation, steady income growth, and rising
living standards. Per capita disposable income increased by 6.3% in 2016. Furthermore,
the Chinese government aims to double per capita income by 2020, from 2010 levels
(China Daily, January 2017), which will have a positive impact in various economic
sectors, including the tourism industry.

Chinads unemployment r at e (Imzreatiohal MdhetagytFund,he end
October 2016), and is expected to remain stable in 2017. Approximately 13 million new

jobs were added to the Chinese economy in 2016, and the government plans to add over

11 million more in 2017 (Trading Economics, 2017).

Higher raw material prices will moderately increase inflationary pressure, but consumer
price inflation will remain low. Inflation increased slightly from 1.4% in 2015 to 2.1% in
2016, and is projected to reach 2.3% in 2017 (International Monetary Fund, October
2016).
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Consumer confidence decreased slightly from an index of 107 in 2015 to 106 in 2016, but
is expected to rise above 110 in 2017, which will bode well for the travel industry (Nielsen,
March 2017).

China leads international outbound tourism with $261 billion spent in 2016, a 12%
increase in spending from 2015. Outbound travellers totaled 135 million, growing by 6%
year-over-year in 2016 (United Nations World Tourism Organization, April 2017).

2. Market Potential

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 China market for Canada in two ways 1
the macro target market and the immediate potential market.

The long-haul travel market size is derived from a 2014 omnibus study of the China adult
population. The proportion of GTW respondents who are in the dream to purchase stages
for Canada (82%) is then used to calculate a target market estimate of 16.6 million.

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. This
translates into a market of 10.3 million travellers with more immediate potential for
conversion.

Among Destination Canadads eleven inftmrnatio
immediate potential market size (behind the US). Actual visitation from China was ranked
39among Destination Canadaos ! Canadais comtibuingta a | mar

do well at converting potential travellers to actual travellers in the Chinese market 1 it is
one of the markets with the highest growth in arrivals in 20162

For context, Canada attracted 610,000 visitors from China in 2016, an increase of 24%
over 20151, The 610,000 arrivals represents 6% of the immediate potential market.

Figure 2.1: Size of Potential Market to Canada (Next 2 Years)

Size of Potential
Market to Canada

Long-haul pleasure travel market 20.12 million
Target market for Canada (dream to purchase stage) 82%
Size of the target market 16.54 million
Immediate potential for Canada (definitely/very likely to visit in next 2 years) 62%
Immediate potential 10.3 million

Base: Target market for Ganada = long-haul pleasure travellers (past 3 years or next 2 years) (n=2,204); Immediate polential for Canada = dream to purchase stages for P2P for Ganada (n=1,827)

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

1 Destination Canada, Tourism Snapshot, December 2016.
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Also of interest is the demonstrated i nt er e st in Canadabs regions
Potential market (10.3 million). BC holds the greatest appeal (62% or just over 6.3 million

potential visitors), followed closely by Ontario (60%, or 6.2 million potential visitors). The

Prairies holds greater a p p e a | among Ch #foptdas doesrQaebec!(40%)r s  (
Atlantic Canada (36%), or Alberta (31%). There is modest (15%) interest in visiting the North.

Figure 2.2: Potential Market Size for the Regions

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

Base: Those in the dream fo purchase stages of the path to purchase for Canadz and definitely/very ikely to take 3 tnp fo
Canada (n=1,213)

QMP?7. ¥f you were fo take 3 hobiday tnp to Canads in the next 2 years, which of the following Canadian traveldestinations are
you likely to visit?

The proportion of Chinese travellers saying they will spend more on long-haul travel is
higher than those saying they will spend less, resulting in a positive long-haul outlook of

+17. However, the outlook for travel within East Asia is similar (+16) and even stronger
within China (+36).

Figure 2.3: Spending Intentions (in the Next 12 Months)

Leisure Travel Within Leisure Travel Outside

. East Asia (e.g., China, East Asia (e.g., China,
Leisure Travel Hong Kong, Macau, Japan, Hong Kong, Macau, Japan,
Within China South Korea and Taiwan) South Korea and Taiwan)

m A little more
w About the same
m A little less

Travel Market Outlook +36 +16 +17

Base: Long-haul pleasure travellers (past 2 years or next 2 years) (n=2.204)
QS2. How would you descnbe your spending intentions on the following items in the next 12 months. compared fo the Jast 12 months? Will you spend ...7
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3. Competitive Environment 1 Key Performance

Indicators Summary

The outlook for Canada in China is favourable. Out of 15 competitive destinations that
respondents were asked to evaluate, Canada is not among the top ranked, but the size
of the potential market and growth in visitor traffic to Canada in recent years warrants
continued efforts to cater to the needs of this market.

The GTW tracks the following Key Performance Indicators (KPIs) for Canada: unaided
and aided destination consideration, aided destination knowledge, and past visitation.
Canadads performance i s tr ac ke d-haaltravel masket.
The competitive set was updated for 2016 to reflect actual travel patterns from each
market. 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). For China, these destinations are the US, France, UK, Germany, Spain,
Switzerland, Italy, Sweden, Netherlands, Belgium, Russia, Australia, New Zealand, and
India. It is also important to note that 2016 data was collected in December versus earlier
in the year (April to July) in previous years. Seasonality may have impacted KPI results
this year, although it is impossible to know how much the results might have been
affected.

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. On an unaided basis, 4% of Chinese travellers mentioned
Canada as a destination under serious consideration in the next 2 years, trailing the US
(14%), Australia (12%), and France (9%), but in line with the UK (5%) and New Zealand
(4%). Travellers aged 35-54 were more likely to mention Canada (8%) as were residents
of Shanghai (9%) and those who have visited Canada recently (14%). No specific places
in Canada were mentioned by Chinese long-haul travellers, an indication that knowledge
of specific Canadian destinations is low.

It is important to note that even though respondents are asked to list out long-haul
destinations 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.
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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.
Canada fares better on an aided basis with 36% saying they are seriously considering
Canada for leisure trip in the next 2 years, placing first just ahead of Australia (33%), the
US (32%) and France (30%). Of note, travellers aged 35+ express stronger interest in
Canada as well as in Australia. Recent visitors to Canada also express stronger
consideration (57%). Knowing that past visitors are more interested in returning, it is
important to attract new visitors.

Knowledge

The aided destination knowledge KPI (previously called aided awareness, but changed
for clarity purposes) measures knowledge of travel opportunities in each destination.
Nineteen percent of all Chinese long-haul travellers rate their knowledge of travel
opportunities in Canada as either excellent or very good. Among those considering
Canada, destination knowledge stands at 28%, which puts Canada in eleventh spot only
ahead of Belgium (27%), Sweden (24%), Netherlands (24%), and India (22%). Efforts to
boost knowledge of Canadian travel opportunities could help to move potential visitors
along the path-to-purchase. Those who are under age 55 claim higher than average
knowledge of Canada.

Visitation

In terms of past visitation, 46% of Chinese long-haul travellers indicate that they have
visited Canada on a leisure trip at some point in their lifetime. Adults with children (54%)
and younger travellers 18-34 (59%) are more likely to have visited Canada in the past.

Figure 3.1: Key Performance Indicators

Key Performance Indicators (KPls) for Canada - Summary

All Long-Haul Recent Visitors Considering
S G Travellers to Canada' Canada?
Indicator Definition (n=2,204) (n=327) (n=1,349)

Intentions:

% who mentioned Canada or a destination in 4% 14% 7%

Unaided destination consideration Canadatonitiait onsideration st

Competitive positioning on aided Rank on the consideration list among 15 1 1 1
destination consideration destinations

Destination knowledge:

Aided awareness of travel opportunities % with excellent/very good knowledge of travel o, o o
in Canada opportunities in Canada 19% 53% 24%

Past visitation:
Past visitation % who have ever visited Canada for pleasure 46% 98% 54%

ith at least 1 night in paid accommodations;
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4. Path-to-Purchase

Like any other expensive and discretionary consumer product, there is a purchasing or
decision-making cycle associated with long-haul travel: consumers move through
progressive stages from not knowing anything about a destination to booking a trip.

Through additional research, Destination Canada has developed a nine stage Path to
Purchase (P2P) model for long-haul travel, starting with awareness of the opportunity and
interest in a destination, through to planning an itinerary, and booking travel and
accommodations. The final stage, advocacy, happens during and after the actual visit.

Destination Canada wants to understand where the organization can have the greatest
influence in converting those with interest in Canada to actual visitors.

Figure 4. 1 : D C dosPuréhase Model

ON DREAM LIST

ON CONSIDERATION LIST

CONSIDERATION
CREATING A

(5) VACATION

ADVOCACY

EVALUATION

ADVOCACY

DETAILED

ITINERARY
PLANNING
EXPLORING

CANADA FINALIZING

TRAVEL
BOOKING A TRIP ARRANGEMENT

In addition to looking at individual stages of the P2P, Destination Canada has identified
phases travellers move through in the purchase cycle. Key phases are defined below and
are referenced throughout this report.

Figure4. 2 : D C{osPuréhase klodel

Unaware Have never thought of taking a trip to this destination
Aware Not interestedinvisiting/returning in the foreseeable future
On Dream List Dreaming aboutvisiting/returning someday
On ConsiderationList Seriously considering visiting/returning inthe next 2 years g o
o =3 =
3
Creating a Vacation Movie Have startedto gather some travelinformation for a trip to this country ?. % »
o L (2}
2| 3| &
Detailed Itinerary Planning Am planningthe itinerary for a trip to this country - S P
= ol o
O c -
Am currently making transportation and accommodation arrangements & g £
2 3
2| 3
Have already booked my transportation and accommodations =
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In looking at results for China, the US leads with 37% of Chinese long-haul travellers
actively engaged in planning a visit to the country and an additional 34% seriously
considering atrip. Chi na 6 s n w®ithg bobtl, Austsalia (32%) and New Zealand
(32%) are tied in second place. Three European destinations are ahead of Canada: the
UK (32%), Switzerland (32%), and France (31%). This suggests Chinese long-haul
travellers may be have several destinations under consideration for upcoming trips. With
29%, Canada ranks seventh in terms of travellers actively planning a visit. Once again,
results may be impacted by the timing of data collection in 2016 (respondents may be
thinking of winter trips). For this reason, 2016 results should not be compared with
previous years.

Slightly more encouraging for Canada is an additional 30% are seriously considering a
visit, surpassed only by the US and Australia (33%). Those seriously considering a trip to
Canada are most likely to come from Beijing.

Of note, Russia, Italy, and Germany are not far behind with 26% of long-haul travellers
actively planning a visit to these countries. This again suggests that the competition is
strong to attract Chinese travellers, and underscores the importance of marketing to
encourage them to book and actually visit Canada.

Figure 4.3: Stage in the Purchase Cycle by Country

NET Active Planning

Canada G0 22% 30% 11% 29%
United States 16% 34% 14% 4% 37% l:-rllapvte0 never thought of taking a

New Zealand EByel 2z e L 32% ® Not interested in visiting/returning

Australia AT 21% 33% 10% 32% in the foreseeable future
; ; o Dreaming about visiting/returnin
United Klngdom 22% 25% 7% 32% someda\? 2 g
Switzerland 21% 29% i 15% 32% s | d /
M Seriously considering visitin,
HEULEE 8% | 11% 25% 26% 13% 31% returnlngyln the ne)dg2 yearsg
Russia 21% 25% 9% 26% M Have started to gather some travel
5 information for a trip to this country
Italy m 29% 25% 10% 26% (from friends, internet, etc.)
B Am planning the itinerary for a
Germany KV 27% 21% 6% 26% trip t% this c%untry ry
Belgium 20% 12% 21% 24% 7% 23% B Am currently making transportation
Sweden BRED 7% 299, and accommodation arrangements
0

M Have already booked my
Spay, 7% 21% transportation and accommodations
Netherlands [JEED [ 26% VTN 5% | 21%
India | LR 17% D 5% | 17%

countnes from the competitive set (n=vanes)

Getting travellers to move through the purchase cycle to booking a trip is critical. The

charts below show Canadads progress converting tray
purchase cycle relative to top competitors (determined by past 3-year visitation) and other

destinations in the competitive set. For reference, also shown is the average across the

entire competitive set. 6 St rongdé and Oweak©d convtarough on r a
statistical analysis, specifically if a conversion ratio is greater than one standard deviation

from the average, then it is considered 'strong’ and if a conversion ratio is lower than one
standard deviation from t hweak&®&rage, then it
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At the dreaming stage, Canadads performance

competitors with the exception of the US, which is the strongest performer.

Canadab6és performance continues to be average

(where the UK excels). Since this stage is focused on information gathering, ensuring
prospective visitors can find the information they seek is paramount. The key to helping
prospective visitors move further along in the purchase cycle is to provide information
which presents a full picture of what a trip to Canada could look like e.g., a focal point to
anchor a trip or itinerary suggestions.

At the final stage, booking a trip, Canada has converted 2% of Chinese travellers into
actual visitors, on par with New Zealand and the UK. The US is ahead of all destinations
with above average performance at the detailed planning and booking phases, converting
5% of prospective visitors to actual visitors.

For context, the US recorded 2.9 million arrivals from China in 2016, France welcomed
2.2 million (2015), Australia recorded 1.2 million, Canada welcomed 610,000, New
Zealand logged 400,000, and the UK recorded 260,000.2

Figure 4.4: Path-to-Purchase Conversion i Top Competitors

On Consideration Creatinga Detailed Itinerary Booking a
Awareness On Dream List List Vacation Movie Planning Trip

Canada
- 92% 0.89 - 82% 073 - 60% 0.49 % 043 I 13% 0.14 ‘ 2%
United States

95% 0.91 - 87% 0.82 - 71% 0.53 049 I 18% 0.25 | 5%
New Zealand
- 95% 0.87 - 82% 0.72 - 59% 0.54 0.32 I 10% 0.15 ‘ 2%
Australia
- 94% 0.91 - 86% 0.75 - 65% 0.49 0.35 I 11% 0.10 ‘ 1%
France
United Kingdom
- 90% 0.88 - 79% 072 - 57% 056 p 32 I 8% 0.19 ‘ 2%
Average Among Competitive Set

7% 0.70 54% 0.50

8% 0.87

S

Conversion ratio ) Weak Strong
ldentified through statistical analysis

2 US National Travel & Tourism Office, Mémento du tourisme 2016, Tourism Australia, Destination Canada, Tourism
New Zealand, VisitBritain.
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Examining purchase cycle results for destinations visited less frequently by Chinese
travellers is also illuminating. Most notable, Netherlands is a strong performer at the final
stage, seeing an above average conversion ratio between detailed itinerary planning and
actual booking, outperforming even the US at this stage.

While examining what Netherlands is doing to convince Chinese travellers to move from
planning to booking is worthwhile, it is important to keep in mind the relative size of the
market with Netherlands attracting 330,000 visitors in 2015.3

Figure 4.5: Path-to-Purchase Conversion i Rest of Competitors

On Consideration Creatinga Detailed Itinerary Booking a
Awareness On Dream List List Vacation Movie Planning Trip
Canada
B o2 o9 [ s> 073 [ eo% 049> [ 29% 043> ] 13% 014 | 2% ]
erman s ¥

o 0o e o> N = 048 [ 2% 5 |~ 013 | 1%
Ital
h otas 05 e B B s 051 i 25% 044 [ 12% 017 | 2%
Switzerland
B oo oo [ s> 074 [ 1% 052 |l 32 048> [ 15% 0 | 1
Sweden
B e oz [ e 065 [ 50% 0 § o 03a | o% 021 | 2%
Netherlands
e oz H > 3 o p W I 034 |7 028 | 2%
Russia
I s ozgs [N 72 o7 [ 5% 051 [l 26% 0420 | 1% 014 | 2%
Spain

82.1% 0s2 [ o 069 [ 45 , B 2 03s | &% 014 | 1%
Belgium

80.0% oss [ e 069 [ a7 04a [ 2% ’ I ’ | 1%
India
[ S W R 0se [ 33% 049 [J 16% 038 | o% 013 | 1%

0.70 5% 0.50 27% 039 § 1% 016 | 2%

Conversion ratio

) Weak Strong

ldentified through statistical analysis

Destinations

Chinese travellers in the dream-to-purchase stages and indicating they are definitely/very
likely to visit Canada in the next 2 years were asked which parts of the country they would
likely visit. BC is the most popular province (cited by 62%), with Vancouver (55%) and
Victoria (46%) vying for top destination. Ontario is close behind (60%), with Niagara Falls
(51%), Toronto (48%) and Ottawa (44%) being the top draws. Next in terms of appeal are
Saskatchewan and Manitoba (44%), ahead of Quebec (40%), Atlantic Canada (36%),
and Alberta (31%).

There is also clear interest in visiting the Rocky Mountains, with 44% of probable visitors
heading to BC for this experience and 25% saying they would go to Alberta for this. The
relatively high level of interest in ski destinations (Whistler, Banff, Jasper and Mont
Tremblant) may be in part linked to the timing of data collection, which occurred in
December 2016.

3 NBTC Holland Marketing.
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Figure 4.6: Canadian Destinations Likely to Visit (Among those definitely/very likely to visit)

An additional question asked potential visitors to identify the one Canadian destination

holding the greatest appeal. Niagara Falls outshines all other destinations, with 31%

naming it as the most appealing destination. Vancouver (11%) and the Rocky Mountains

(10%) are in a virtual tie forsecondplace. Thi s woul d suggest-b&Badnadads
icons (Niagara Falls and Rocky Mountains) hold greater appeal for Chinese travellers

t han Canadaés <city dest withaheilowrevel (i kRndwledge c on s i
travellers from China generally have of Canadian vacation opportunities. There is an

opportunity to use well known natural landscapes as anchors and highlight their proximity

to cities and lesser known/desirable destinations to attract Chinese travellers.

Figure 4.7: Most Appealing Canadian Destination i Top 10 Mentions
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