CANADA-RUSSIA TRADE RELATIONS

Canada’s commercidl Telations with Russia t.r91{111:1{}11:-1113,r wete dominated by major grain sales, which
made. Russia our biggest wheat sustomer in the world. In the past rwo years, however, the bilateral
trade relationship has changed substangially. Russia is no longer one of Candda’s main wheat- purchasers
but is instead an importer of capital’ goods, services, consumer goods, processed foods and tEChIIG]DgIEb
Today Russia is Canada’s-20th largest export. ma:}:et in the world,

Russia’s large market offers opportunities in:many sectors. Canada’s leading exports inglude machinery
and niechanical pa.ns processed foodstufts, vehicles, electronics, prcfabncatf:d bulldmgs and, most
unpnrtmt services {ﬂng_nearmcr fmanmal and legaly. Total exports of goods reached $430 million
while exports of-services amoumnted 10,$220 million in 1993, for a‘total of $650 million.

Russian exports to Canada amounted to $430 million in 1993 and consisted mostly .of metals and
minerals, fish, machinery, mechanical parts:and heavy equipraent, Russia received General Prefereatial
Tariff stamg in 1992.

The Cariadian exporting community. temains very interested in Russia despite the difficulties often
encountered in penetrating: this, vast new market. Rules and- regulanons tend fo change quickly and
transparency is-often lacking. These fattors are particularly important for foreign investors.

Given the scarcity of hard currency in Russia, exporters have had to tely on multiational financing
available from the World Bank and the Eumpean Bank for Reconstruction and Development.  Some
European private banks:are also.offering financing. The Export Developmient Corporation (EDC) has
reactivated a $100-million fine of credit, However, this line of credit has virnaatly ali been-committéd.

Canadian indusiry is very interested in the sourcing of Russian raw industrial matérials and. ddvanced,
but as yet unmmmercuhzcd technology. Russian advanced industrial materials and biomedical
engineering. expertise, for exdmple could be valuable to many Canadian companies.

Investment

The epoch-making political and economic thanges, still under way, have increased the complexity of the
Russian market. The riew policies and pracrices have led to a wider scopc for dwe:r51f1cat1r:-n of,
Canada’s ivestmefit relationslip with one of the wurld § largest eéconomies.

Total Canadian investment in the Russian Federation is estimated at $300 million, By far the Bulk uf
that investment is in the oil and gas gector, where-30 joint ventures have been created over the p&st
three years. Additional Canadian investment can be found in thé consiruction, retail and services
sectors.

A meéw Foreign Tnvestment Protection Apreement (FIPA) is currently being- negotiated with Russia. Tt is

believed that the agreement will be ready for signature inearly 1995, Such agreements support. the
gstablishment of jeint venmres and wholly furmgn—ownf:d subsidiaries.
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