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Introduction

When the Prime Minister’s Office announced plans for a landmark investment summit in Toron-
to, the quote in the news release from Prime Minister Mark Carney was emblematic of how
Canada has viewed foreign direct investment for decades.

“Canada has what the world wants. We’re an energy
superpower, with the most educated workforce in the
world and rock-solid fiscal strength. The first-ever
Canada Investment Summit will capitalise on those
advantages to help drive billions in new investments into
Canada. That means more growth for our businesses,
more high-paying career opportunities, and a stronger,
more independent Canadian economy for all.”

—Prime Minister Mark Carney (emphasis added)

Canada’s governments have typically treated FDI as an unalloyed good: more investment drives
more economic activity, more jobs, more prosperity. However, if it were as simple as all that,
then Canada would already be prospering. Since the year 2000, Canada’s FDI stock has grown
by 5 times, from $319 billion to more than $1.6 trillion.

Canadian Shield Institute



https://www.pm.gc.ca/en/news/news-releases/2026/04/17/prime-minister-carney-announces-first-ever-canada-investment-summit
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000801

In 2024, Canada’s inward FDI stock (the total value of all foreign direct investment in Canada)
was 82 per cent of GDP, among the highest rates in the world. The United Kingdom has an FDI
stock of 72 per cent of GDP. Australia is at 43 per cent. Germany is at a mere 27 per cent.

If FDI is good, why isn’t Canada’s economy doing 3 times better than Germany’s?

The truth, of course, is that the situation is much more complicated. In this paper, we will argue
that Canada’s mindset towards attracting FDI must change. A more nuanced view of investment
would mean avoiding certain kinds of acquisitions that actually weaken our sovereignty, and do
very little to strengthen the Canadian economy.

Prime Minister Carney’s own words are a good guide. When courting foreign investment, Cana-
dian policymakers must ask themselves whether the money will actually:

1. Grow our businesses;

2. Create high-paying career opportunities; and,

3. Deliver a stronger and more independent economy for all.
Good foreign investment increases economic capacity. The best foreign investment supports
Canadian businesses, allowing them to grow and prosper, while still maintaining governance and

control rooted in Canada.

As we will see, not all of the $1.3 trillion in FDI that has flowed into Canada in the past 25 years
has done any of that.
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https://data-explorer.oecd.org/vis?df[ds]=DisseminateFinalDMZ&df[id]=DSD_FDI%40DF_FDI_AGGR_SUMM&df[ag]=OECD.DAF.INV&dq=.T_FA_F.USD_EXC%2BRC.........Q.&lom=LASTNPERIODS&lo=5&to[TIME_PERIOD]=false&vw=ov

Defining T'erms

Statistics Canada uses definitions of FDI that are rooted in standards developed by both the
OECD and the International Monetary Fund. FDI is cross-border investment with the objective
of establishing a lasting interest, and they use a 10 per cent voting stake in an enterprise as evi-
dence of a “lasting interest.”

FDI can take the form of “greenfield” investment, where a company starts a new enterprise and
invests directly to grow an operation from scratch. Or FDI can come in the form of mergers and
acquisitions, where a foreign investor buys an existing enterprise, which is sometimes referred
to as “brownfield” investment.

In practice, this means that FDI can be a foreign company spending billions of dollars to devel-
op a new mine, or FDI can mean a Spanish company buying a minority ownership stake in a
Toronto highway. FDI can also mean fully acquiring a Canadian company to capture proprietary
technology and IP. Or FDI can mean a venture capital investor injecting growth capital into a
Canadian software startup in exchange for a 15 per cent equity stake. And it all gets lumped
together in one big number.

AATATATIV
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https://www150.statcan.gc.ca/n1/pub/13-607-x/2016001/48-eng.htm
https://www.reuters.com/markets/deals/ferrovial-raises-stake-canadian-motorway-145-billion-deal-2025-03-13/

A Very Brief History of
FDI Screening in Canada

Canada has been reviewing foreign investment in some form or another since 1974. In its earliest
years, the Foreign Investment Review Act (FIRA) reviewed essentially all foreign investment,
and the law was criticized for being overly hostile to business investment.

FIRA was replaced by the Investment Canada Act in 1987, which was more permissive by
design. The ICA set higher thresholds for what would be reviewed, and for more than 20 years,
not a single foreign acquisition was blocked. To this day, only two foreign acquisitions have ever
been formally blocked under the ICA net benefit test — MDA Space and the Potash Corporation
of Saskatchewan.

In the 21st century, the government has tweaked the ICA to add new criteria to consider national
security considerations and special screening for state-owned enterprises.

The overarching principle of the various investment
review regimes has been a “net benefit” test, where
the government considers six key factors to decide
whether the investment is a good thing:

« Impact on economic activity including employment;
« Participation of Canadians and Canadian businesses;

« Impact on productivity, industrial activity and technology
development;

« Effect on competition;

« Compatibility with existing industrial, cultural and
economic policies; and

« Contribution to Canada’s ability to compete in world markets.
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https://thecanadianencyclopedia.ca/en/article/foreign-investment-review-agency
https://laws-lois.justice.gc.ca/eng/acts/I-21.8/FullText.html
https://www.cbc.ca/news/science/govt-confirms-decision-to-block-sale-of-mda-space-division-1.698584
https://www.cbc.ca/news/canada/saskatchewan/bhp-billiton-walks-away-from-potashcorp-1.881623
https://www.cbc.ca/news/canada/saskatchewan/bhp-billiton-walks-away-from-potashcorp-1.881623
https://www.canada.ca/en/innovation-science-economic-development/news/2024/03/the-national-security-review-of-investments-modernization-act-receives-royal-assent.html
https://ised-isde.canada.ca/site/investment-canada-act/en/what-investment-canada-act#s4.1

In practice, a close review of the history reveals that the assessment has always been built around
a conception of a certain kind of foreign investment. Traditionally a foreign firm would arrive
with capital, technology and management expertise, and their plan to invest in Canada would be
assessed on the basis of employment, productivity and technology transfer.

That may have been appropriate in 1985, but in the decades since the Investment Canada Act
was first debated by Parliament, global capital investment has evolved into something else. We
have seen a rise in what Professor Brett Christophers calls “asset management culture” where
foreign acquirers are often financial intermediaries that do not build or operate anything in the
country.

Asset managers like Brookfield, BlackRock, Apollo, Berkshire Hathaway and Macquarie invest
institutional capital from pensions, insurers, sovereign wealth funds and banks to purchase assets
that they manage and control but do not directly operate. Canada’s position in this system is
notable, with Brookfield being a Canadian company and a leading model of the modern real
asset manager. Canada is not only a target of this model of financial ownership; it is also home
to one of its most important global practitioners.

Under the newer asset management model, public infrastructure and private firms become
“assets” that can be monetized in different ways. While income from the assets is beneficial to
the manager, the main value is extracted in the sale of the asset. Knowing this, the asset manager
can have an incentive to pursue aggressive strategies for short-term revenue extraction, cost-cut-
ting, deferred maintenance and so on.

Thus, assessing the ‘net benefit’ of such an investment might miss the core reality that a success-
ful investment in an asset may not mean that the asset performs its core function as infrastruc-
ture. Instead, an asset manager may deploy FDI capital in ways that drive up prices and raise
other similar issues that are not in the national interest but still make for a profitable investment.

(Canadian Shield Institute



https://www.versobooks.com/en-ca/products/2985-our-lives-in-their-portfolios-why-asset-managers-own-the-world?srsltid=AfmBOopI9Ue84po0wTZNnkKwkLODfQ7CSyA75sjB7OrkZS1HFIn_pQQI
https://www.versobooks.com/en-ca/products/2985-our-lives-in-their-portfolios-why-asset-managers-own-the-world?srsltid=AfmBOopI9Ue84po0wTZNnkKwkLODfQ7CSyA75sjB7OrkZS1HFIn_pQQI

National Security

The first outright rejection of an FDI takeover came in 2008, when the Harper government
blocked the sale of MacDonald, Dettwiler and Associates’ space division (now MDA Space) to
a U.S. firm. In the public discussion over the sale, national security concerns were raised, but
at the time, there was no explicit provision within the ICA to block an acquisition on national
security grounds.

The following year, in 2009, the government added a national security review regime. A few
years later, in 2012, national security concerns again loomed over a pair of foreign takeovers of
two companies in the oil and gas sector:

« Chinese state-owned CNOOC buying Nexen Inc, and

« Malaysia’s Petronas buying Progress Energy Resources Corp.

The Harper government approved these FDI acquisitions.
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https://www.mondaq.com/canada/antitrust-eu-competition/59702/rejection-of-proposed-acquisition-may-signal-more-rigorous-enforcement-approach
https://www.ourcommons.ca/documentviewer/en/39-2/INDU/meeting-24/evidence
https://laws-lois.justice.gc.ca/eng/regulations/sor-2009-271/index.html
https://www.reuters.com/article/business/cnooc-closes-151-billion-acquisition-of-canadas-nexen-idUSBRE91O1A4/
https://www.bbc.com/news/business-18639214

The Role of the
Intangible Economy

Another evolving factor in the assessment of foreign investment is the well-documented rise of
intangible assets — intellectual property, trademarks, proprietary data, trade secrets and so on.
In the intangible economy, the location of economic activity and the location of economic value

can diverge significantly.

If Google hires a team of engineers and data scientists in Montreal to improve their ad targeting
algorithms, Montreal will get the economic benefit of a few dozen highly paid salaries. Google
will be able to monetize the algorithms they develop globally — potentially to the tune of bil-
lions of dollars of economic benefit.

Perhaps the most iconic example of Canada’s foreign investment review system failing to prop-
erly account for the value of intangible assets is the acquisition of Nortel, which was sold off
in pieces out of insolvency between 2009 and 2011 to mostly foreign buyers for roughly

US$7.8 billion.

The two largest transactions were Ericsson’s $1.13 billion purchase of the CDMA and LTE
wireless business and the $4.5 billion sale of the residual portfolio of some 6,000 patents to the
Rockstar consortium. Neither of these acquisitions was reviewed under the Investment Canada
Act because the threshold was measured against the book value of the assets transferred rather
than the price paid. Nortel’s chief strategy officer told the House of Commons Industry Com-
mittee that the book value of the Ericsson assets was assessed well below the review threshold
because it does not capture the intangibles, such as brand and IP.

In recent years, critics have been dismayed at a parade of smaller acquisitions of promising
Canadian companies to foreign giants — firms like Nuvei, Verafin and Clearpath Robotics.

As of September 2024, the Investment Canada Act net benefit test now explicitly includes con-
sideration of intellectual property and Canadians’ personal information. More broadly, the gov-
ernment’s policy updates have begun to recognize intangible assets, but largely treat them as
assets that may require protection.
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https://www.oecd.org/content/dam/oecd/en/publications/reports/2020/09/returns-to-intangible-capital-in-global-value-chains_43f8aab3/4cd06f19-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2020/09/returns-to-intangible-capital-in-global-value-chains_43f8aab3/4cd06f19-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2020/11/trade-investment-and-intangibles_4ceda998/750f13e6-en.pdf
https://press.princeton.edu/books/hardcover/9780691175034/capitalism-without-capital?srsltid=AfmBOooHoz8Vu72AcH1rlNyQzB1EOcr7R5SHRK7vi6GYZ6CdjvdPayXD
https://globalnews.ca/news/274942/nortel-has-sold-all-businesses-and-patents-for-7-8b-will-wrap-up-bankruptcy/
https://www.cbc.ca/news/business/ericsson-wins-nortel-wireless-bid-1.777972
https://www.theglobeandmail.com/globe-investor/patent-sale-marks-end-of-line-for-once-mighty-nortel/article585479/
https://www.canada.ca/en/news/archive/2009/09/minister-clement-issues-government-canada-decision-nortel-sale-ericsson.html
https://www.ourcommons.ca/DocumentViewer/en/40-2/INDU/meeting-32/evidence
https://www.prnewswire.com/news-releases/nuvei-enters-into-agreement-to-be-taken-private-by-advent-international-alongside-existing-canadian-shareholders-philip-fayer-novacap-and-cdpq-at-a-price-of-us34-00-per-share-302104635.html
https://verafin.com/news/nasdaq-to-acquire-verafin-creating-a-global-leader-in-the-fight-against-financial-crime/
https://betakit.com/rockwell-automation-completes-acquisition-of-clearpath-robotics-and-its-otto-motors-division/
https://ised-isde.canada.ca/site/investment-canada-act/en/home/annual-report-2024-2025#_Toc90
https://ised-isde.canada.ca/site/investment-canada-act/en/home/annual-report-2024-2025#_Toc90

Towards a Comprehensive
Sovereignty Lens for FDI

What we see in the history of review of FDI is an ongoing effort to protect Canadian sovereignty,
while also allowing for Canada to enjoy the global benefits of trade. In the 1970s, it was orga-
nized around a focus on the amount of overall foreign ownership.

Over time, at various moments we have expanded our conception of problematic foreign capital
investment to include special scrutiny of state-owned enterprises, to better consider intangible
assets and Canadians’ private data, or to more directly consider national security concerns. The
fact that the framework has been evolving is a good thing.

At root, though, Canada’s foreign investment regime was built to screen for economic benefit,
and more recently for national security. Informally, we also see that Canada’s overall approach
to foreign investment has been overwhelmingly geared towards encouraging as much FDI
as possible.

When looking at how peer countries treat foreign investment, we see that the de facto openness
to foreign capital does not evenly line up with the de jure regulations that countries impose.
Many countries, like Canada, have foreign investment review policies that ultimately come
down to a judgement call by the government. Other countries which may not appear on paper to
be particularly averse to foreign investment, in practice are able to place regulatory obstacles in
place to dissuade foreign investment that is deemed to be less desirable.

In Canada, the ICA gives the Industry Minister significant discretion on whether to approve a
foreign takeover. The fact that Canada went more than 20 years without a single foreign acquisi-
tion getting rejected is a reflection of the wider reality that Canada tends to court foreign invest-
ment enthusiastically.
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https://lawjournal.mcgill.ca/article/current-approaches-to-foreign-investment-review-in-canada/
https://lawjournal.mcgill.ca/article/current-approaches-to-foreign-investment-review-in-canada/
https://publications.gc.ca/site/eng/9.818331/publication.html
https://www.oecd.org/en/topics/sub-issues/sustainable-investment/fdi-regulatory-restrictiveness-index.html
https://www.whitecase.com/insight-our-thinking/foreign-direct-investment-reviews-2026-sweden
https://ised-isde.canada.ca/site/investment-canada-act/en/what-investment-canada-act
https://rabble.ca/columnists/pros-and-cons-foreign-investment/

We see this reflected in the steadily increasing stock of foreign direct investment in Canada, and
the fact that Canada’s rate of foreign investment is so much higher than most of our peers.

The reality that a country’s receptivity to foreign investment is often divorced from a country’s
policies on paper makes it challenging to propose specific policies. While policy and assessment
criteria can be a tool to frame the discussion, ultimately Canada will need to decide whether we
want foreign capital — and what kind.

As it stands in 2026, the answer from the highest levels of the federal government is that Canada
wants foreign investment. Prime Minister Mark Carney has said that he would like to see $1 tril-
lion in new investment. The government has even gone so far as to suggest ideas like privatizing
Canadian airports, to make them investable assets to attract foreign capital.

In studying foreign direct investment, the Canadian Shield Institute conducted a series of case
studies on investments involving technology, strategic capabilities, and critical infrastructure.

Broadly speaking, we observed that there are significant negative consequences when foreign
investment leads to ownership of economically important infrastructure.

Take the example of Ridley Terminals, a Crown corporation that was created to support the ship-
ment of coal from two mines. The marine terminal in Prince Rupert, B.C. was privatized in a deal
valued at $350 million. However, even after the marine terminal was being privately operated,
the federal government still paid $75 million in 2022 to expand the terminal.

Another textbook case of privatizing important infrastructure is the Highway 407 ETR in Toron-
to, which was built with public funds by the Ontario government and sold for $3.1 billion in
1999. The consortium which bought the highway has been able to drive up tolls, to the extent
that the asset’s value appreciated significantly, to $32 billion in 2019.

Another notable example of foreign capital playing a role in key public infrastructure is the
Sidewalk Labs project. Sidewalk Labs was notable in that it was a greenfield project, pitched as a
high-tech “smart city” neighbourhood in Toronto with innovative technologies like robotic trash
cans and building raincoats. Ultimately public opposition to the project caused a breakdown, and
the proponents pulled out, citing financial reasons.

Concern around Sidewalk [abs was deeply rooted in the idea that a private technology company
would be operating critical systems and collecting data about city residents in ways that could be
exploited without sufficient consent.

Going a step further, though, case studies on foreign investment show that it’s not just prob-
lematic when infrastructure is acquired, the same concerns present themselves when capacity is
acquired through FDI.

Recent acquisitions illustrate how Canada continues to be able to lose strategically important
capacity without ever triggering a net-benefit review. In August 2026, RBC and BMO agreed
to sell Moneris, a Canadian payments processor that touches roughly a third of the country’s
business transactions. Moneris was sold to a U.S. private equity firm for about $2 billion — just
below the current $2.18 billion Investment Canada Act threshold for review.

(Canadian Shield Institute



https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610000801&cubeTimeFrame.startYear=1987&cubeTimeFrame.endYear=2006&referencePeriods=19870101%2C20060101
https://unctad.org/publication/world-investment-report-2026-international-investment-turbulent-era
https://www.pm.gc.ca/en/news/news-releases/2026/04/17/prime-minister-carney-announces-first-ever-canada-investment-summit
https://www.pm.gc.ca/en/news/news-releases/2026/04/17/prime-minister-carney-announces-first-ever-canada-investment-summit
https://www.cbc.ca/news/politics/how-will-airport-privatization-impact-travel-9.7189042
https://www.cbc.ca/news/politics/how-will-airport-privatization-impact-travel-9.7189042
https://tc.canada.ca/en/corporate-services/transparency/briefing-documents-transport-canada/20191120/divestiture-ridley-terminals-inc
https://www.theglobeandmail.com/business/article-canadian-government-sells-ridley-coal-terminal-to-private-equity-firms/
https://www.canada.ca/en/transport-canada/news/2022/11/government-of-canada-invests-in-the-port-of-prince-rupert-to-increase-supply-chain-capacity.html
https://web.archive.org/web/20140730013427/http://www.407etr.com/about/background-information1.html
https://web.archive.org/web/20140730013427/http://www.407etr.com/about/background-information1.html
https://financialpost.com/news/fp-street/why-snc-lavalins-407-highway-sale-may-do-little-to-turn-around-its-fortunes?utm_source=Open+Council
https://www.cbc.ca/news/canada/toronto/sidewalk-labs-1.5361328
https://www.cbc.ca/news/canada/toronto/politicians-business-leaders-want-sidewalk-labs-project-scrapped-1.5023860
https://medium.com/sidewalk-talk/why-were-no-longer-pursuing-the-quayside-project-and-what-s-next-for-sidewalk-labs-9a61de3fee3a
https://ccla.org/privacy/surveillance-technology/smart-cities/haunting-decisions-due-october-31/
https://www.cbc.ca/news/canada/toronto/ann-cavoukian-sidewalk-data-privacy-1.4872223
https://www.cbc.ca/news/politics/moneris-deal-canadian-digital-sovereignty-9.7304962
https://stikeman.com/en-ca/kh/competitor/increased-investment-canada-act-review-thresholds-announced-for-2026

The sale prompted broader questions about whether payments infrastructure, merchant data and
the technological capabilities surrounding them should be treated as strategic assets rather than
ordinary companies.

Around the same time, AMD acquired Toronto Al-chip startup Taalas, its second Canadian chip
acquisition in just over a year. Taalas was part of a small cluster of Canadian firms specializing
in Al inference and compute efficiency, which is a strategically important layer of the Al value
chain. It is not clear if a net benefit review was triggered for the deal.

A notable example of lost Canadian capacity is the acquisition of DNNresearch by Google. The
unassuming press release by the University of Toronto in 2013 fails to capture the significance
of this buyout. The company’s name has been largely forgotten, but it is notable because this
university-affiliated startup included both Geoffrey Hinton, the so-called “godfather” of modern
Al, and Ilya Sutskever, who would go on to co-found OpenAl and serve as chief scientist for the
company. The value of the acquisition was not publicly disclosed, but it appears that it was under
the threshold, and therefore not reviewable under the Investment Canada Act.

A notable pattern we observed during our case studies was that private investment in resource
extraction projects often faced significant scrutiny. Acquisitions of companies like Teck Resourc-
es by Anglo American required national security approval from the Industry Minister, under
tightened guidelines for critical mineral companies.

In these acquisitions in the natural resources sector, the Canadian government plays the role of
setting the conditions that allow a takeover to take place. Inaction from the government when
Inco and Falconbridge were attempting to merge is often cited as one of the factors that enabled
them both to ultimately get bought out. However, the government can also intervene when com-
mitments made by foreign investors are not respected—as it did when U.S. Steel failed to deliver
on its promises to maintain substantial Canadian operations when it purchased Stelco.

(Canadian Shield Institute
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Targeting Beneficial FDI

The basic case for FDI is that Canada can benefit from more capital investment in our economy,
and foreign investment is investment.

As we have seen, the government is not a passive actor. Through various mechanisms, including
the Investment Canada Act and through policies aimed at attracting foreign capital, the govern-
ment plays a significant role in shaping the foreign investment environment.

Canada can prioritize beneficial FDI, based on four
broad criteria:

« Governance: DI should preserve the ability to govern public
infrastructure, including digital infrastructure;

« Security: Foreign ownership must not undermine Canadians’
security when using platforms or systems;

« Strategic Capacity: FDI should not be allowed to shift control
of strategic capacity in any domain, but especially in emerging
technology;

« Function: Profit motives of foreign investors should not under-
mine the basic function, or significantly increase the costs, of

infrastructure, especially when built with public money.

Canada should also specifically update national security review guidelines, to account for
strategically important companies and technologies that may currently fall below the thresh-
old for net benefit review. The government should apply added scrutiny to additional areas
of concern, vital services and critical systems. Under this kind of system, a company, even a
small one, operating in a sector that has been identified as a key area of concern, would auto-
matically trigger a notice of review. The minister could then initiate the review, or allow the
merger to go through without additional scrutiny.

Canadian Shield Institute
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Conclusion

Canada’s fixation on sovereignty in 2025 and 2026 is unprecedented, but it is not the first
time that Canadians have become concerned with our resilience and ability to prosper as an
independent nation.

To navigate the geopolitical volatility we currently face, Canada will need investment. In many
cases, there will be good reasons why that investment should come from foreign capital.

However, as it stands today, the overwhelming majority of Canada’s foreign direct investment
has come from the United States, and we are in a moment when we have seen the risks asso-
ciated with deep integration. Prime Minister Mark Carney has even warned of “weaponized”
interdependence.

There is no simple policy checklist or clear-cut rule that can be enacted which will ensure that
all foreign investment is accretive to Canada, and drives growth and prosperity. As with many
other policy areas, reorienting Canada’s approach to foreign investment will require new pol-
icy infrastructure, institutions, strategy and knowledge from the government.

What we can say, though, is that Prime Minister Carney’s metric for success is the wrong
approach. Simply attracting $1 trillion in new investment capital isn’t the answer.

The goal must be to ensure that investment capital is going to the companies and projects that
drive real, tangible improvement in the Canadian economy, making us more resilient and
prosperous over the long run.

(Canadian Shield Institute
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