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1. Introduction

This section provides the context for what this report is designed to accomplish, clarifies the
intended audience and practical use of the report, and outlines the scope and methodology used
to develop the findings and recommendations that follow.

1.1. Background

North America's venture capital and startup ecosystems have emerged as global centres of
innovation and entrepreneurial activity, attracting talent and capital from around the world. While
the United States (U.S._ has traditionally dominated discourse and investment volume, Canadais a
distinctive and increasingly vibrant ecosystem that merits careful consideration, particularly for
Japanese companies and startups exploring North American expansion. Over the past decade,
Canada'srisk capital market has experienced substantial growth, supported by both private
investment and an exceptionally robust government funding infrastructure that is widely recognized
as more accessible and comprehensive than its American counterpart.

For Japanese startups and corporations, understanding the Canadian venture capital landscape
presents a strategic opportunity. Japan's innovation economy has produced world-class
companies and technologies, yet many Japanese startups face significant capital constraints and
competitive pressures when expanding internationally. Canada offers an alternative pathway to
North American market entry, characterized by lower costs, reduced competitive intensity for
funding relative to the U.S., and proximity to both North American markets and talent pools.

1.2. Purpose of the Report

This report was written by DMZ at Toronto Metropolitan University in collaboration with the Japan
External Trade Organization (JETRO) to provide Japanese startups and companies with a practical
understanding of the venture capital ecosystem in Canada. It is intended to support decision-
making by clarifying the role of key participants (angels, venture funds, corporates, government-
backed investors, and informal channels), how they typically engage at different stages, and what
patterns in recent market dynamics imply for fundraising and commercialization. The report also
highlights strategic entry pathways that Japanese startups can use to build early traction,
particularly through pilots, partnerships, and corporate engagement.

1.3. Scope and Methodology

The scope of this report includes the full Canadian market for risk capital as it relates to startups
and growth companies. It provides: 1) a high-level overview of Canada’s risk-capital structure and
trends; 2) a closer examination of venture capital in Canada; 3) a review of the angel investment
ecosystem and the role of organized angel networks; 4) coverage of strategic and informal sources
of capital; 5) an overview of major government programs, grants, and incentives relevant to
innovative firms; 6) a practical Canada-U.S. comparison across operating and scaling
considerations; and (7) recommended strategic pathways for market entry and financing.

Methodologically, the report is based on structured secondary market research and synthesis of

credible secondary sources, including industry association reporting, government and crown-
corporation publications, and other reputable ecosystem analyses. It also reflects local knowledge
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of how these mechanisms function in practice, particularly where formal market data can
understate informal activity or obscure how relationships, regional clustering, and program
eligibility influence real-world outcomes.
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2. Overview of the Canadian Market for Risk Capital

This section provides an overview of the structure and dynamics of the Canadian risk capital
market. It examines the key participants, stages of investment, sectoral and regional distribution of
capital, and recent market trends that shape how startups are financed in Canada. The discussion
is intended to establish a foundational understanding of how risk capital functions within the
Canadian ecosystem and how it differs from Japan and other major markets, providing context for
the more detailed analysis in subsequent sections of this report.

2.1.  Structure and Key Players

Canada’s risk capital market is characterized by a hybrid structure that combines private
investment with a comparatively strong presence of public and quasi-public capital. Risk capital in
the Canadian context extends beyond traditional venture capital to include angel investment,
corporate venture capital, informal sources such as friends-and-family funding, and a wide range of
government-supported financing mechanisms. Together, these components form an
interconnected ecosystem that supports startups across multiple stages of growth.’

Figure 2.1: Sources of Capital

Stages of Development

Ideation Proof of Concept Seed Growth Maturity

Commercial
Funding Companies to Scale Up Banks
M&A/IPO
90,000,000
Venture Capital
$2,000,000 - *19,000,000

Angel Funding Bridge

¥ Angel Syndicates & Funds
Sources $50,000 - $11,000,000
01" Angel Groups
Capital $15,000 - 4,000,000

“Valley of Death”

Government & Incubators
10,000 - *500,000

2 -15Years

At the core of the ecosystem are private venture capital funds, which operate across seed, early,
late, and growth stages. Canadian-headquartered VC firms tend to be more active at earlier stages,
while larger later-stage and growth-equity rounds frequently involve foreign investors, particularly

TNACO 2016 Report on Angel Investing in Canada
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from the U.S. This structural reliance on foreign capital becomes more pronounced as companies
scale, reflecting differences in fund size, risk tolerance, and market depth between Canada and the
u.S.

A defining feature of the Canadian risk capital landscape is the significant role of public and hybrid
investors. Federal institutions such as Business Development Bank of Canada (BDC), along with
provincial agencies and government-backed funds-of-funds, play an active role in co-investing with
private sector partners. These actors are notintended to replace private capital, but rather to crowd
itin, particularly in early-stage financing, underserved regions, and strategic sectors. As a result,
many Canadian venture funds operate with some degree of public capital participation, either
directly or indirectly.

Angelinvestors and organized angel networks represent another important pillar of the ecosystem.
Individual angels often provide the first institutional capital for startups, especially at the pre-seed
and seed stages. In Canada, angel activity is frequently organized through formal networks, which
help pool capital, conduct due diligence, and syndicate deals. These networks are particularly
important for first-time founders and foreign entrepreneurs who may lack established local investor
relationships.

Corporate participation in the risk capital market takes several forms. Corporate venture capital
(CVC) funds operated by Canadian and multinational corporations invest strategically in startups
aligned with their business priorities. In addition to equity investment, corporates may engage
through pilot projects, commercial partnerships, or joint development agreements. For startups,
including foreign entrants, these relationships can provide market access, validation, and industry
insight alongside capital.

The Canadian ecosystem also includes informal and community-based investment channels, such
as friends-and-family funding and investments driven by cultural or other community affiliations.
While typically smaller in scale, these sources can be particularly relevant at the earliest stages of
company formation and for internationally connected founders. For Japanese startups entering
Canada, informal investment may intersect with strategic interests of Japanese corporates
operating locally or individuals with cultural or business ties to Japan.

Geographically, risk capital activity in Canada is concentrated in a small number of metropolitan
hubs, notably Toronto, Montréal, and Vancouver, which together account for most venture
investment by value. These hubs benefit from dense networks of investors, accelerators, research
institutions, and experienced founders. At the same time, government programs and regional funds
play an important role in supporting investment activity in smaller markets and emerging
ecosystems across the country.

Overall, the Canadian risk capital landscape is best understood as a layered and collaborative
system, where private, public, corporate, and informal actors interact closely. For Japanese
startups, navigating this structure requires an understanding not only of who the key players are,
but also how their roles differ from those typically observed in the U.S. and other major venture
markets.

Copyright (C) 2026 JETRO. All rights reserved. 4



2.2. Stages of Investment

The Canadian risk capital market supports startups across a broad range of investment stages,
from pre-seed and seed through to late-stage venture and growth equity. While the overall stage
structure is comparable to other mature startup ecosystems, the composition of investors and
sources of capital at each stage reflects distinct characteristics of the Canadian market.

Figure 2.2: Financing Stages

Early- Later-
m

2.2.1. Pre-Seed and Seed

At the pre-seed and seed stages, funding is typically provided by a combination of founders’ capital,
friends-and-family investment, individual angel investors, and organized angel networks. These
early stages are also where government-supported programs and publicly backed co-investment
funds play a prominent role. Compared with the U.S., Canadian seed-stage rounds are often
smaller in size, but they are more likely to be supplemented by non-dilutive funding such as grants,
tax incentives, and repayable contributions. This blended financing approach can extend early-
stage runways but may also lengthen the time required to assemble a complete funding package.

2.2.2.  Early-Stage

The early-stage venture phase, encompassing Seed+ and Series A rounds, marks the point at which
institutional venture capital funds become more actively involved. Canadian-based VC firms are
particularly visible at this stage, frequently investing alongside angels and public-sector co-
investors. Syndicated rounds are common, reflecting both the relatively modest size of individual
Canadian funds and a risk-sharing approach that is embedded in the ecosystem. For startups,
early-stage financing in Canada often involves balancing equity capital with access to public
support mechanisms.

2.2.3. Late-Stage

As companies progress to late-stage venture rounds, the structure of investment begins to shift.
Deal sizes increase, and participation by foreign investors, especially U.S.-based venture funds,
becomes more pronounced. Canadian funds may continue to participate, but often at smaller
levels relative to their foreign counterparts. This transition reflects differences in fund scale, as well
as the integration of the market for late-stage capital between Canada and the U.S.

2.2.4. Growth Financing
Growth financing represents the most constrained stages of the Canadian risk capital continuum.
While growth-stage investment activity does occur domestically, a significant share of large growth

rounds relies on international capital. As a result, companies seeking to scale rapidly or pursue
global market leadership often look beyond Canada for financing at this stage.
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Across all stages, non-traditional capital sources play a more persistent role in Canada than in
many other markets. Government-backed funds, crown corporations, and regional development
agencies are active as follow-on investors in later rounds. This continuity can provide stability
during market downturns, but it also introduces additional stakeholders and processes into the
fundraising environment.

2.3. Key Sectors

The distribution of risk capital in Canada reflects a strong concentration in technology-driven
sectors, shaped by the country’s research strengths, industrial base, and public policy priorities.
While investment activity spans a broad range of industries, a relatively small number of sectors
consistently attract the most venture and growth-stage capital.

2.3.1. Information and Communications Technology (ICT)

ICT has historically accounted for the largest share of risk capital investment in Canada. This
category includes software, digital platforms, enterprise IT, fintech, and e-commerce, and benefits
from comparatively lower capital intensity and shorter development cycles. Canadian ICT startups
have been particularly active at early and mid-stages, with later-stage rounds frequently involving
foreign investors seeking exposure to scalable, globally oriented technology companies.

2.3.2. Artificial Intelligence (Al)

Al and data-driven technologies represent a prominent and increasingly distinct segment within the
broader ICT landscape. Canada’s strong academic research base, coupled with early public-sector
investment in Al research and commercialization, has contributed to a concentration of Al-focused
startups and investment activity. Al-related investments represented 30% of all VC investments in
Canada in 2024.2 Risk capital in this area spans horizontal technologies, such as machine learning
platforms and developer tools as well as vertical applications in health, finance, manufacturing,
and logistics.

2.3.3. Life Sciences and Health Technologies

These form another major pillar of the Canadian risk capital market. This sector includes
biotechnology, pharmaceuticals, medical devices, and digital health. Compared with software-
oriented sectors, life sciences investments typically involve longer development timelines, higher
regulatory complexity, and greater capital requirements. As a result, public-sector participation and
specialized investors play a particularly important role, especially at early stages. International
investors are frequently involved in later-stage financing and commercialization.

2.3.4. Cleantech
Clean technology and climate-related innovation have grown in importance, supported by

Canada’s natural resource base, energy sector expertise, and policy focus on sustainability and
decarbonization. Investment in this sector spans clean energy, energy storage, carbon

2 https://www.bdc.ca/globalassets/digizuite/57464-canadas-venture-capital-landscape-2025.pdf
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management, and environmental technologies. Capital deployment patterns often reflect a mix of
venture investment, corporate participation, and government-backed financing, given the
infrastructure-intensive nature of many clean technology solutions.

Beyond these core areas, Canada also attracts risk capital in advanced manufacturing, agri-food
technology, and resource-related innovation, often reflecting regional economic strengths. These
sectors tend to be more geographically concentrated and may rely on a combination of venture
capital, strategic corporate investment, and public funding to support commercialization and
scale-up.

2.4. Regional Clustering

Sectoral distribution also varies by region, with certain metropolitan areas developing reputations
for specific areas of specialization. This regional clustering influences where capital is deployed
and how investor networks form, reinforcing the importance of local ecosystems in shaping
investment outcomes.

Figure 2.3: Financing Stages

Vancouver

Toronto-Waterloo Montreal
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2.4.1. Toronto-Waterloo Corridor

Toronto-Waterloo corridor, anchored by Toronto, represents the largest share of venture investment
by both deal value and volume. This region supports a broad mix of sectors, including fintech,
enterprise software, Al, and health technology, and benefits from proximity to financial institutions,
multinational corporations, and a large domestic market. The presence of numerous accelerators,
incubators, and angel networks further reinforces its role as Canada’s primary investment hub.

2.4.2. Montréal

Montréal is widely recognized for its concentration of Al, gaming, and creative technology
companies, alongside strengths in aerospace and life sciences. Public-sector support for research
and innovation, combined with a competitive cost structure, has contributed to the city’s
attractiveness for early-stage technology investment. Montréal’s ecosystem has also drawn
significant international attention, particularly in Al-related fields.

2.4.3. Vancouver

On the west coast, Vancouver serves as a key hub for software, digital media, clean technology, and
natural resource-related innovation. Its geographic proximity to U.S. west coast markets and Asia-
Pacific trade routes has shaped investor interest, while quality-of-life factors have supported talent
attraction. Venture investment in the region often reflects a blend of domestic capital and cross-
border participation.

2.4.4. Secondary Regional Hubs

Beyond these three primary hubs, secondary regional ecosystems play important roles in specific
sectors. Cities such as Calgary and Edmonton are closely associated with energy, clean
technology, and industrial innovation, while Ottawa has strengths in telecommunications,
cybersecurity, and government-linked technologies. Life sciences clusters are also evidentin
regions with strong research hospitals and universities, including parts of Ontario and Quebec.

While these regional clusters account for most investment activity, public-sector programs and
regional development funds play an important role in supporting startups outside major
metropolitan areas. This contributes to a more geographically distributed innovation base, even as
capital deployment remains concentrated.

2.5. KeyTrends

The Canadian risk capital market has undergone significant structural and cyclical shifts in recent
years, reflecting both global venture capital trends and characteristics unique to the Canadian
ecosystem. These developments have influenced not only the availability of capital, but also

investor behavior, deal structures, and the relative roles of domestic and foreign participants.

2.5.1.  Shrinking Deal Activity and Valuations
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One of the most notable trends has been increased volatility in deal activity and valuations,
particularly following periods of rapid expansion in global venture markets. After a phase of
heightened investment activity marked by large funding rounds and elevated valuations, the market
has shown signs of normalization. Investors have become more selective, with greater emphasis
placed on revenue visibility, capital efficiency, and path-to-profitability. This shift has been evident
across multiple stages, but is particularly pronounced at later stages where capital requirements
are highest.

2.5.2. Reduced Later-Stage Financing

Arelated trend is the growing differentiation between early-stage and late-stage capital availability.
Early-stage venture capital in Canada has remained comparatively resilient, supported by angel
investors, domestic venture funds, and government-backed programs designed to sustain startup
formation. In contrast, late-stage and growth equity financing has become more constrained,
increasing reliance on foreign investors and cross-border syndicates. This divergence has
reinforced Canada’s long-standing pattern of strong startup creation alongside challengesin
domestic scale-up financing.

2.5.3. Expanding U.S.-Based Capital

The role of foreign capital, especially from the U.S., continues to expand. U.S.-based venture funds
are active participants in Canadian deals, particularly at Series B and later stages, and often bring
larger check sizes and global market expertise. While this trend enhances access to capital and
international networks, it also increases competition for high-growth Canadian companies and can
influence strategic decisions related to market focus, governance, and headquarters location.

2.5.4.  Evolving Role of Government

Another important trend is the persistent and evolving role of public-sector and hybrid investment
vehicles. Government-backed investors have remained active through market cycles, often acting
as stabilizing forces during periods of private capital retrenchment. Their participation has
increasingly focused on co-investment models, aiming to leverage private capital rather than
replace it. This approach has contributed to continuity in early-stage funding and supported
investment in priority sectors such as clean technology, life sciences, and advanced technologies.

2.5.5.  Greater Syndication

Investor behavior has also shifted toward greater syndication and collaboration. Canadian venture
deals frequently involve multiple investors, combining domestic and foreign funds, corporate
investors, and public-sector participants. Syndication helps mitigate risk in a relatively smaller
market but can add complexity to deal structuring and decision-making processes. This
collaborative modelis a defining feature of the Canadian ecosystem and influences how startups
engage with potential investors.

2.5.6.  Shifting Economic and Political Conditions

Finally, macroeconomic conditions and global policy developments have had a directimpact on
capital deployment. Rising interest rates, inflationary pressures, and geopolitical uncertainty have
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affected risk appetite and fundraising conditions. In response, investors have adjusted portfolio
strategies, favoring sectors and business models perceived as more resilient or alighed with long-
term structural trends, such as digital transformation, healthcare, and climate-related innovation.

Taken together, these trends suggest that the Canadian risk capital market is evolving toward a
more disciplined, selective, and globally integrated environment. While early-stage innovation
remains well supported, scaling dynamics are increasingly shaped by international capital flows
and heightened investor scrutiny. Understanding these trends provides essential context for
interpreting subsequent sections of this report, particularly those focused on venture capital
behavior, comparative analysis, and strategic pathways for market entry and financing.

Copyright (C) 2026 JETRO. All rights reserved. 10



3. Venture Capitalin Canada

This section examines the structure and operating dynamics of the Canadian venture capital
ecosystem in greater detail. It focuses on how venture capital functions in practice, including who
participates, how investments are staged, and how funding patterns have evolved in recent years.
The discussion is intended to provide contextual insight for Japanese startups by highlighting
characteristics of the Canadian VC ecosystem that shape investor behavior and differentiate it from
larger venture capital markets.

3.1.  Structure of the Canadian VC Ecosystem

Venture capital (VC) is a critical source of financing for high-growth, innovation-driven startups. In
2024, total VC investment in Canada reached C$7.86 billion across 592 deals, supported by several
large late-stage transactions.®

Canada’s VC ecosystem is best understood as a mixed public—private market with a strong culture
of syndication and a meaningful dependence on cross-border capital, particularly at later stages.
Overall, it is like the U.S. in terminology and financing instruments, but it operates with different
underlying constraints, including fund size, and the role of public-sector capital.

3.1.1. Private Funds

The core of the ecosystem is made up of private, independent Canadian VC firms, ranging from
seed-focused funds to multi-stage platforms. Relative to U.S. peers, many Canadian VC funds are
smaller on average, which has two practical effects on market structure. First, Canadian funds
often concentrate on early and mid-stage rounds where their check sizes are most competitive.
Also, they frequently rely on co-investment partners to complete larger rounds.

Private funds included both "Tier-1" multi-stage generalists and increasingly specialized thematic or
sectoralinvestors. The largest and most active private VCs operate across multiple stages and
sectors, with substantial fundraising capacity (typically CAD$500 million+ assets under
management). These firms benefit from established networks, successful exits, and sufficient
scale to lead large rounds.

VC Firm Description Website

One of Canada's most active and well-capitalized early-
stage and growth-stage investors. Invests across
Radical technology sectors with particular strength in Al, fintech,

. . . radical.vc
Ventures and enterprise software. Multi-stage investor that leads
and co-leads substantial rounds with strong syndication
network including U.S. and international co-investors.
Inovia Multi-stage investor with dual headquarters in Montréal L
. \ Lo inovia.vc
Capital and Toronto, among Canada's most active investors.

3 https://www.cvca.ca/wp-content/uploads/2025/02/CVCA_Q4_VC_Report98.pdf
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VC Firm Description Website

Manages multiple funds investing across seed, early-
stage, growth, and late-stage rounds. Strong track record
of successful exits with deep networks across Toronto and
Montréal ecosystems.

Montréal-founded multi-stage platform investing from
seed through later-stage rounds, with particular depth in

Real .
ed Quebec and Montréal. Demonstrated successful track realventures.com
Ventures . . . . . .
record in portfolio exits, enabling continued fundraising
and strong investor confidence.
Toronto-based specialist in B2B SaaS companies with
Georgian CAD $500k+ monthly recurring revenue and established
Partners product-market fit. Focuses on early-stage and growth- georgianpartners.com

stage investments with emphasis on operational
excellence and helping SaaS companies achieve scale.

Each of these Tier-1 generalists maintains active deal pipelines, and relationships with later-stage
co-investors (including U.S. funds and pension vehicles). For Japanese startups, Tier-1 generalists
represent the most accessible entry point into Canadian venture capital for companies with
validated product-market fit and defensible technology.

3.1.2. Government and Quasi-Government Funds

Canada also has a substantial set of direct government and quasi-government funds that invest
alongside private VCs. These funds do not generally lead investment rounds. Instead, they are
typically structured to encourage private co-investment. In practice, this means many Canadian
investments, especially at early stages and in priority sectors, include public or quasi-public funds
somewhere in the syndicate. Many Canadian private funds have some form of indirect relationship
to public capital channels.

BDC Capital: As the investment arm of the government-owned Business Development Bank of
Canada, BDC Capital is the nation's largest institutional venture capital investor by number of
rounds deployed and manages over CAD 8 billion in assets across its various funds.* BDC Capital's
direct investment strategy is deliberately designed to support under-capitalized and emerging
sectors where private capitalis scarce or concentrated. Its fund platform includes:

e Seed Venture Fund: Supports earliest-stage companies transitioning from MVP to initial
market validation; new initiative targeting underserved regions and equity-deserving
entrepreneurs

e Deep Tech Venture Fund: Focuses on research-based technologies in quantum computing,
photonics, electronics, and foundational artificial intelligence

4 https://www.bdc.ca/en/bdc-capital/venture-capital
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Climate Tech Fund: Dedicated to low-carbon technologies and climate innovation

Growth Venture Fund: Late-stage capital to help companies scale to global potential

Thrive Venture Fund and Thrive Platform: Women-focused entrepreneurship support

Sustainability Venture Fund: World-class cleantech and climate tech businesses

Beyond direct investments, BDC Capital also manages two government-initiated programs on
behalf of the federal government that have become structural pillars of Canada's VC ecosystem:

e Venture Capital Action Plan (VCAP)®: Launched in 2013, VCAP is operated by BDC Capital
as a fund-of-funds vehicle, investing in Canadian VC funds. Since inception, VCAP has
raised over CAD 1.4 billion, with more than CAD 1 billion coming from pension funds, high-
net-worth individuals, corporations, and provincial governments (particularly Ontario and
Quebec). VCAP's goal is to attract private capital into Canada's VC ecosystem and create a
multiplier effect.

e Venture Capital Catalyst Initiative (VCCI)®: VCCI is another fund-of-funds managed by BDC
Capital that serves as the federal government's primary tool for de-risking VC investment in
underserved sectors and entrepreneurs. VCCI has co-invested over CAD 800 million since
2017 in several private VC and private equity funds, and plans to invest a further CAD 1
billion over the next two years.

The strategic importance of BDC Capital and VCCI to the Canadian VC ecosystem cannot be
overstated, particularly in particularly in early-stage, underrepresented-founder, and regional
contexts where private investors are reluctant to invest.

Provincial Funds: Beyond BDC, several provinces have developed government-backed venture
capital vehicles aligned with regional innovation strategies. Two notable examples include
Investissement Québec, which is active across seed, early-stage, and later-stage rounds, with
particular emphasis on life sciences, Al, and aerospace, and Alberta Innovates, which provides
non-dilutive funding for energy transition, agri-tech, and industrial digitalization startups, reflecting
the region's focus on economic diversification away from legacy oil and gas.

3.1.3.  Foreign Venture Capital

Foreign investors, particularly those from the U.S., now constitute a dominant source of capitalin
Canadian venture capital, especially in later-stage and mega-rounds. Deals involving only
Canadian investors accounted for 61% of the market, but only 22% of dollars invested. U.S.
investors contributed to 39% of all Canadian venture capital deals in 2024.”

5 https://ised-isde.canada.ca/site/ised/en/programs-and-initiatives/venture-capital-catalyst-initiative
5ibid
7 https://www.bdc.ca/globalassets/digizuite/57464-canadas-venture-capital-landscape-2025.pdf
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Figure 3.x illustrates foreign and Canadian investor participation.®

Figure 3.1: Foreign and Canadian Investor Participation (by Deal Count)
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U.S. investor participation in Canadian deals provides several potential benefits for Japanese
startups: 1) access to greater capital for later-stage rounds; 2) operational and go-to-market
expertise for U.S. expansion; and 3) network access within the U.S. customer base. For startups
operating from Canada, particularly those targeting global markets, U.S. co-investors can help to

achieve scale.

The most active U.S. VCs in Canadian deals include:

VC Firm

Sequoia Capital

Bessemer
Venture Partners

Salesforce
Ventures

NVentures

Description

Early-stage and growth-stage investor across
multiple sectors. One of the most prestigious
venture capital firms globally.

Focuses on enterprise software, Al, and deep
tech across early-stage and growth-stage
investments.

Invests in CRM-adjacent and enterprise
application companies leveraging the
Salesforce ecosystem.

Strategic venture capital focused on Al and
semiconductor-related companies.

8ibid
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sequoiacap.com

bvp.com

salesforce.com/ventures

nventures.ai
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VC Firm Description Website

New Enterprise Multi-stage generalist investor across seed,

. nea.com
Associates (NEA) early-stage, growth, and late-stage rounds.
Growth-stage and later-stage investor with
strength in Al, infrastructure, and frontier al6z.com
technologies.

Andreessen
Horowitz (a16z)

3.2. VCInvestment by Stages and Sector

Canadian venture capital firms invest across the company lifecycle, but their level of activity varies
substantially by stage. These stage-specific dynamics are shaped by fund size, risk tolerance,
sector specialization, and the availability of complementary public and foreign capital. VC activity
in 2024 skewed toward later-stage financings, while the earliest stages faced challenges.

3.2.1. Pre-Seed and Seed

Canadian VCs are structurally less active at the pre-seed and seed stages than their counterpartsin
larger venture markets like the U.S. This pattern reflects a combination of cultural risk-aversity, fund
economics, market scale and structure, and the availability of alternative early-stage capital. These
stages are dominated instead by founders’ capital, friends-and-family investment, angel investors,
organized angel networks, and non-dilutive public funding programs. While some Canadian VC
firms do participate selectively at seed, broad-based VC engagement at pre-seed is relatively
uncommon.

Pre-seed VC funding in 2024 totaled CAD 99 million across 115 deals, accounting for 19% of annual
deal volume but only 1% of dollars invested.® Seed-stage investment in 2024 totaled CAD 510
million across 201 deals, declining 47% in total dollars invested compared to 2023, reflecting
tighter capital availability and increased caution among VC firms."°

Sector considerations reinforce this dynamic. Capital-light software startups are more likely to
attract seed-stage VC interest, while capital-intensive sectors such as life sciences and clean
technology usually require deeper technical validation or institutional support before VC
participation. In practice, this often means that seed-stage VC investment occurs laterin a
company’s development than might be expected in other markets.

3.2.2.  Early-Stage

The early-stage venture phase represents the core operating zone for Canadian VC firms. Series A
and B rounds are where domestic VCs are most active as lead investors, and where institutional
venture capital becomes the dominant source of equity financing. At this stage, VCs increasingly
require proven metrics including monthly recurring revenue (MRR) for SaaS companies, unit
economics for marketplaces, and customer acquisition cost (CAC) payback periods. They expect

° https://www.cvca.ca/wp-content/uploads/2025/02/CVCA_Q4_VC_Report98.pdf
10 https://betakit.com/megadeals-kept-canadian-vc-funding-afloat-in-2024-report
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startups to have 12-24 months of product-market fit validation and a clear understanding of target
customer and go-to-market strategy.

Early-stage investment (Series A and B) was the largest contributor to total VC dollars in 2024, with
CAD 2.9 billion invested across 166 deals, representing 37% of all VC investment. However, the
total number of dollars invested in 2024 was down 18%.""

Early-stage investment rounds remain highly syndicated, frequently involving multiple VCs
alongside public-sector or strategic co-investors. Investment sizes and valuations tend to be more
conservative, with a strong emphasis on capital efficiency and milestone-based deployment. For
foreign startups, Canadian VCs often assess whether early-stage investment supports a
meaningful Canadian operating presence or ecosystem integration.

3.2.3. Late-Stage

Late-stage venture financing represents a transition point in the Canadian VC ecosystem. Fewer
domestic funds have the scale or mandate to lead large late-stage rounds, resulting in increased
participation by foreign investors, particularly U.S.-based funds. Canadian VCs often remain
involved, but typically as minority or follow-on investors.

Late-stage investments in 2024 totaled CAD 2.1 billion across 52 deals, representing 27 % of total
VC investment dollars but only 9% of transactions. While the deal count is modest, the large capital
deployment per deal (average CAD 40+ million) indicates the concentration of capitalin proven
companies and the selective nature of late-stage investing.

At this stage, VC focus shifts toward revenue growth, international expansion, and operational
execution. Financing terms increasingly reflect global market norms, and governance structures
become more formalized. Sector dynamics play a stronger role, with software and digital services
scaling more rapidly than capital-intensive industries.

3.2.4. Growth Equity

Growth equity is the least developed segment of Canada’s venture financing continuum. While
some domestic capital is available through private equity and crossover funds, large growth equity
rounds frequently depend on international investors. These investments focus on scaling proven
business models, expanding global market reach, or preparing for liquidity events.

Canadian VC firms may participate in growth equity rounds, but typically alongside larger foreign
investors. Growth equity capital is most visible in software, fintech, and technology-enabled
services with predictable revenue and strong unit economics.

3.2.5.  Foreign Investment by Stage
A key structural reality is that Canadian VCs are more active at earlier stages and more dependent

on international VCs at later stages. Canadian VCs participate in many deals by count, but
represent a smaller share of total dollars invested, an indicator that larger investments frequently

" https://www.cvca.ca/wp-content/uploads/2025/02/CVCA_Q4_VC_Report98.pdf
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involve foreign participation. U.S. investors are present in the majority of “mega-deals” (CAD 50+
million), whereas their participation in seed and early-stage deals is much lower. This pattern is due
in part to the fact that larger deals require capital that only large U.S. VC funds can provide.
However, later-stage companies are also more likely to be pursued by U.S. VC seeking companies
with clear paths to U.S. market expansion and eventual acquisition or IPO exit. In practical terms,
this means that raising venture capital in Canada frequently includes syndication with U.S.
investors, which can provide a strategic advantage for Japanese startups.

3.3. Recent Trends and Funding Patterns

Venture capital activity in Canada has evolved noticeably in recent years, shaped by global market
cycles, domestic structural characteristics, and policy-driven interventions. While many trends
mirror those observed in other major venture markets, theirimpact in Canada has been mediated
by smaller fund sizes, higher reliance on syndication, and the continued role of public-sector
capital. For foreign startups, understanding these patterns provides important context for how
Canadian VCs currently deploy capital and evaluate opportunities.

3.3.1. “Mega-Deals”

There were 24 mega-deals (CAD 50+ million) in 2024 that totaled CAD 4.9 billion'?, meaning that
two-thirds of all venture capital deployed in Canada was concentrated in a small number of
transactions, primarily involving proven, late-stage companies. This mega-deal dominance reflects
a fundamental shift in investor behavior, in which institutional investors are increasingly
concentrating capital in lower-risk, later-stage transactions where business models are proven and
path to exitis clearer.

3.3.2.  Constrained Seed-Stage Investments

Seed-stage investment declined 45% in total capital deployed (from CAD 958 million in 2023 to
CAD 510 million in 2024) and 18% in deal count, representing a contraction across both
dimensions. This extends a pattern that began in 2023, indicating a structural shiftin VC
preferences away from the earliest stages of capital deployment. Pre-seed funding declined even
more severely, with average pre-seed deal size falling 36% below the five-year average, to just CAD
0.86 million per dealin 2024.™

3.3.3.  Foreign Capital Dependence

Foreign investors now account for 78% of all venture capital by value in Canada, despite
representing only 39% of deals by count. This discrepancy reveals that foreign investors participate
in fewer deals but deploy substantially larger check sizes, particularly at later stages. As described
earlier, this dependency on foreign capital is stage-specific. Canadian investors dominate seed and
early-stage deals but are overwhelmed by foreign capital at Series C and later stages, where deal
sizes exceed the typical commitment capacity of most Canadian VCs.

3.3.4.  Geopolitical Instability

2 https://www.bdc.ca/globalassets/digizuite/57464-canadas-venture-capital-landscape-2025. pdf
3 ibid

Copyright (C) 2026 JETRO. All rights reserved. 17



The Canadian economy is experiencing an exceptional period of uncertainty driven by U.S. tariff and
trade policy, Canada-U.S. trade tensions, geopolitical instability, inflation, and interest rate
volatility. This creates a risk within the Canadian VC ecosystem that foreign capital, and particularly
U.S. capital, may pull back from Canada to increasingly focus on domestic opportunities rather
than cross-border deployment.

3.3.5.  Reduction in Exit Activity and Liquidity

The technology Initial Public Offering (IPO) market in North America largely collapsed in 2022, and
strategic acquisitions have since replaced IPOs as primary exit paths for most startups. However,
exit activity through mergers and acquisitions (M&A) has also reduced substantially over the last
two years. Pre-seed VC funding in 2024 totaled CAD 99 million across 115 deals, accounting for
19% of annual deal volume but only 1% of dollars invested, the lowest level since 2021, and
meaningful exit opportunities for many venture-backed companies remain elusive.

3.3.6. Increasing Syndication

Syndication has intensified as a risk-management strategy. Canadian VC rounds increasingly
involve multiple investors sharing exposure, with lead investors committing smaller proportions of
total round capital than in earlier periods. This pattern reflects both heightened risk aversion and
the need to conserve capital for follow-on investments in existing portfolio companies. While
syndication enhances capital availability, it can also increase coordination requirements and
extend closing timelines.

3.3.7. Aland ICT Sector Dominance

Information and Communication Technology (ICT) remained the dominant sector, commanding
57% of all VC investment dollars in 2024."* Artificial intelligence (Al) and data-driven technologies
have emerged as a particularly prominent sub-sector, supported by Canada’s strong academic
research base and early public-sector investment in Al commercialization. Al companies
accounted for 30% of all Canadian VC investment dollars in 2024."

3.3.8.  Geographic Concentration

Ontario, British Columbia, and Quebec cumulatively accounted for 86% of total VC activity by value
in 2024, up from 77% in 2019, indicating that capital is increasingly flowing to established hubs like
Toronto, Vancouver and Montreal and away from emerging regions.®

Taken together, recent trends suggest that the Canadian VC ecosystem has entered a phase
characterized by discipline, collaboration, and global integration. Capital remains available, but itis
more selectively deployed, more closely tied to fundamentals, and more frequently sourced
through syndicates that include international participants.

" https://www.bdc.ca/globalassets/digizuite/57464-canadas-venture-capital-landscape-2025. pdf
"5 ibid
"8 ibid
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4. Angellnvestmentin Canada

This section examines the role of angel investment within Canada’s early-stage financing
ecosystem, with a focus on how angel investors and organized angel networks operate in practice.
It explores the structure of the angel investment market, the organization and behaviour of angel
networks, and recent trends shaping angel activity. The discussion is intended to provide practical
context for Japanese startups by highlighting how angel capital functions as a foundational
component of early-stage financing in Canada.

4.1.  Structure of the Canadian Angel Investment Ecosystem

Angel investment occupies a central and structurally important position within Canada’s risk
capital ecosystem. Unlike venture capital, which is typically deployed once companies have
demonstrated early traction, angel investors are the primary providers of equity capital at the pre-
seed and seed stages, where technical, market, and execution risks remain high. For many
startups, angel capital represents the first organized source of external financing beyond founders’
capital and informal networks.

In the Canadian context, angel investment plays a deliberate first-mile role, absorbing early risk and
enabling companies to reach the level of validation required for institutional venture capital. This
sequencing reflects broader structural characteristics of the Canadian market, including smaller
VC fund sizes and the availability of public programs designed to complement early-stage private
capital.

4.1.1. Composition of the Angel Investor Base

Angelinvestors in Canada include individual high-net-worth investors and family offices, investing
either independently or through organized groups. While individual decision-making remains
important, angel investing has become increasingly professionalized using formal screening,
diligence, and governance practices.

A defining feature of the Canadian ecosystem is the prominence of organized angel activity
coordinated through angel organizations, most of which are affiliated with the National Angel
Capital Organization (NACO). NACO represents more than 100 members organizations and
approximately 4,000 individual angels nationwide. Collectively, NACO members have invested over
C$1.8 billion into more than 2,000 companies, underscoring the scale and systemic importance of
angel capital in Canada’s startup economy."’

4.1.2.  Geographic Distribution and Regional Importance

Angelinvestment activity in Canada is geographically widespread, extending well beyond the
country’s major venture capital hubs. While metropolitan regions account for a significant share of
angel investment volume, angel investors often act as the primary institutional capital providers in
regions and cities with limited local VC presence, anchoring local startup ecosystems and
supporting early company formation.

7 NACO Annual Report 2025
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The Figure 4.2 show angel investment in Canada by region.'®

Figure 4.2: Angel Investment in Canada by Region
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This regional role distinguishes angel investment from venture capital, which remains more
concentrated in a small number of urban centres.

4.1.3. Value Beyond Capital

In addition to providing financing, angel investors in Canada frequently contribute non-financial
support thatis critical at early stages. Many angels are former founders, executives, or industry
specialists, and they often provide mentorship, strategic guidance, governance support, and
introductions to customers and follow-on investors.

This hands-on involvement is particularly important in a market where startups may take longer to
reach VC-ready milestones. Angel participation can therefore shape not only a company’s financing
trajectory, but also its organizational development and market readiness.

4.1.4. Relationship Between Angel Investment and Venture Capital
The relationship between angelinvestment and venture capital in Canada is best understood as

complementary rather than competitive. Angels typically absorb early technical and market risk,
enabling companies to progress to a stage where venture capital investment becomes viable.

8 NACO Annual Report 2025
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Recent market conditions have reinforced this dynamic. Periods of reduced VC activity, particularly
at the pre-seed and seed stages, have increased the relative importance of angel investors in
sustaining the startup pipeline and maintaining continuity in early-stage company formation.

4.1.5. Implications for Foreign Startups

For foreign startups, including Japanese companies entering Canada, angel investors are often the
most accessible and relevant entry point into the Canadian equity financing ecosystem.
Engagement with angels can provide not only early capital, but also local credibility, ecosystem
integration, and pathways to later-stage venture capital, corporate partnerships, and public
funding.

Understanding the structure, behavior, and expectations of Canada’s angel investment ecosystem
is therefore essential for navigating early-stage financing and establishing a durable presence in the
Canadian market.

4.2. Role and Organization of Angel Networks

Organized angel networks play a defining role in the Canadian angel investment ecosystem. While
individual angel investors remain active, angel activity is most visible through formal networks that
structure deal flow, due diligence, and investment decisions. For startups, particularly foreign
entrants, these networks often serve as the primary gateway to angel capital.

4.2.1.  Structure and Governance of Angel Networks

Canadian angel networks are typically organized as member-based associations rather than pooled
investment funds. Members invest their own capital, but participate in shared processes for
sourcing, evaluating, and monitoring investments. Governance structures vary, but commonly
include an executive committee or board, investment screening committees, and formal
membership criteria.

This structure allows networks to balance individual autonomy with collective discipline.
Investment decisions are usually made by individual members rather than the network as a single
entity, but participation in a structured process helps standardize expectations around valuation,
documentation, and governance.

Figure 4.3: Notable Canadian Angel Networks

Network Region Annual Capital Website

GTAN Kitchener-Waterloo CAD 10-15M gtan.ca

Maple Leaf Angels Greater Toronto Area  CAD 20-30M mapleleafangels.com
Anges Québec Quebec CAD 15-20M angesguebec.com
Keiretsu Forum Multiple Chapters CAD 10-15M keiretsuforum.ca
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Network Region Annual Capital Website
Northern Ontario Angels = Northern Ontario CAD 10-15M northernontarioangels.ca

Capital Angels Ottawa Region CAD 3-5M capitalangels.ca

4.2.2. Deal Sourcing and Screening Processes

Angel networks play a critical role in filtering early-stage deal flow. Startups typically apply through
a formalintake process that includes pitch submissions, screening presentations, and initial
diligence reviews. Only a small proportion of applicants progress to full presentations before the
membership.

Typical angel network screening processes follow established patterns™:
Figure 4.4: Deal Screening Success Rates (2024) Application Phase: Founders submit

online applications or attend open pitch
| | | events, providing basic company

100% information, financial metrics, and
Application . . . .
(8,430) capital requirements. Application
volumes vary from dozens monthly in
smaller regional networks to 50+
Presentation (1133?3) monthly in larger urban networks.

Screening Committee Phase:
Professional staff or volunteer screening
committees evaluate applications using
standardized criteria. Success rate at
this stage typically ranges from 10-20%
only the most promising applications
advance to formal member pitches.

Due Dilligence

Funded

Member Pitch Phase: Successful applicants present to full membership meetings, typically in 8-10
minute pitches followed by question-and-answer sessions.

Due Diligence Phase: Companies receiving initial investor interest typically enter 4-8 week due
diligence processes. Due diligence committees, often comprising 3-5 interested investors, conduct
detailed financial analysis, founder background verification, market validation assessment, and
technology evaluation.

Term Sheet and Syndication Phase: Once due diligence concludes favorably, lead investors
(typically 1-3 members who commit the largest amounts) negotiate term sheets with founders.
Syndication enables additional network members to commit capital at agreed terms. Multi-network
syndication can achieve larger round sizes by combining investor commitments across regions.

19 NACO Annual Report 2025
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Investment Closure: Final documentation is executed and capital deployed. Standard deployment
timelines are 8-12 weeks from application to closing.

This screening function is one of the most valuable services angel networks provide. It reduces
information asymmetry, protects member time, and increases the likelihood that funded
companies meet a minimum threshold of readiness. For founders, acceptance into a reputable
angel network can act as an early signal of credibility within the broader ecosystem.

4.2.3. Deal Structure®®

Equity-based instruments are the core Figure 4.5: Angel Deal Structures (2024)
investment vehicles for angel groups in

Canada. Investments in common shares [ Common Shares || Convertible Debt [l Debt

are typically used at very early stages, B Preferred Shares [l Restricted Stock [l SAFE Notes
particularly where founders and angels
seek minimal structural complexity.
Preferred shares have been growingin
popularity in recent years but declined
sharply in 2024. Preferred share
structures at the angel stage are generally
lighter than venture capital terms, with
limited protective provisions and a focus
on future financing compatibility.

100

Convertible instruments play a significant
role in angel network investing,
particularly where valuation uncertainty
remains high. Convertible debt allows
angels to defer valuation discussions
until a later financing event, while still
providing downside protection through
defined conversion mechanics. These
instruments typically include valuation
caps and may include discount rates,
though terms are structured to reflect
early-stage risk rather than near-term liquidity expectations.

Number of Investments Amount Invested

SAFE notes (Simple Agreements for Future Equity) have gained increased adoption within Canadian
angel networks, reflecting their administrative simplicity and founder-friendly design. SAFEs allow
angels to participate in early financings without introducing debt obligations or maturity pressures,
converting into equity upon a subsequent priced round.

4.2.4. Relationship with Accelerators/Incubators and Public Programs

20 NACO Annual Report 2025
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Canadian angel networks are deeply integrated into the broader startup support ecosystem. They
should be viewed not so much as funding sources, but as ecosystem entry points that provide
access to experience, credibility, and downstream capital pathways. Many angel groups maintain
close relationships with accelerators, incubators, universities, and regional innovation hubs, which
act as upstream sources of deal flow. These connections help align early-stage capital with talent
development and commercialization support.

Angel networks also interact frequently with government-backed co-investment and grant
programs. In some cases, angel investment is a prerequisite for access to public matching funds,
reinforcing the role of angels as validators of early-stage opportunities. This interaction further
embeds angel networks within the early-stage financing infrastructure.

For Japanese startups, engaging with angel networks often requires local presence and
relationship-building. Angel networks tend to prioritize companies that demonstrate commitment
to the Canadian market, whether through incorporation, early customers, or local partnerships.
Networks also value founder accessibility and transparency, given the hands-on nature of angel
involvement.

4.3. Trends in Angel Activity and Behaviour

This subsection examines recent trends and behavioural patterns shaping angel investment activity
in Canada. It focuses on how angel investors have adapted their investment practices in response
to changing market conditions, including shifts in risk tolerance, syndication behaviour, sector
focus, and engagement with startups.

4.3.1. Increased Selectivity and Caution

One of the most visible trends in Canadian angel investing has been a shift toward greater
selectivity and caution. Macroeconomic uncertainty, longer exit timelines, and reduced venture
capital activity have led angels to apply more rigorous screening criteria, even at very early stages.
Founders are increasingly expected to articulate a clear problem-solution fit, demonstrate early
customer validation where possible, and present realistic assumptions about capital requirements
and time to market.

The six-year period from 2019 to 2024 reveals a volatile capital deployment cycle characterized by

pandemic-era expansion, sharp macroeconomic reversion, and gradual recovery toward a new
equilibrium level.”!

Figure 4.6: Amounts Invested by Canadian Angel Groups
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Decision timelines have lengthened, reflecting both heightened risk awareness and more
structured diligence processes within angel networks. This shift does not indicate a withdrawal of
angel capital, but rather a recalibration of risk tolerance in response to broader market conditions.

4.3.2. Resilience of Angel Capital During VC Contraction

Despite increased caution, angelinvestors have continued to play a stabilizing role in Canada’s
early-stage financing environment. As venture capital firms have become less active at the pre-
seed and seed stages, angel investors have remained comparatively engaged, sustaining company
formation and early experimentation.

Overall pre-seed and seed deal activity has softened in recent years, and the NACO 2025 report
rated the current investment climate at 5.4 out of 10, substantially below pre-COVID ratings of 7.0+.
Angel participation has remained comparatively resilient, but the environment remains challenging
relative to historical norms. This resilience reinforces the structural role of angel investment as a
buffer during periods of institutional capital retrenchment.

4.3.3.  Stronger Focus on Capital Efficiency

Angel investors have become more attentive to capital efficiency and realistic financing pathways.
There is growing recognition that startups may need to rely on angel and public capital for longer
periods before accessing venture capital, particularly in a market where VC entry occurs later than

in larger ecosystems.

As aresult, angels increasingly assess whether early capital will be sufficient to reach clearly
defined milestones and whether a company’s fundraising strategy is aligned with plausible follow-
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on scenarios. Expectations around disciplined spending, focused market entry, and staged growth
have become more explicit.

4.3.4.  Greater Use of Syndication

Another defining trend is the increased use of Figure 4.7: Angel Syndication Partners
syndication among angel investors.?2 Angel
networks also facilitate syndication, both within % 5% Lo,

and across networks. Individual angels may co-

invest with other members to reach target round

sizes, and cross-network syndication is

common for larger seed rounds. NACO plays an
important role in enabling this coordination

nationally, supporting knowledge sharing and
inter-network collaboration. 33%

Cross-network syndication has become more
common, supported by national coordination
and information sharing mechanisms. This
collaborative model has strengthened
connections across regional ecosystems and

enabled angels to support companies with mm Individual Angel Investors . VC
more ambitious ear[y_stage fina ncing needs. I Combination of Syndicate Partners mm Angel Groups
E Government B Other

4.3.5. Regional Ecosystem Support

Trends in angel activity also reinforce the importance of regional ecosystems. In areas with limited
local venture capital presence, angel investors continue to act as anchor capital providers,
supporting startups that might otherwise struggle to secure early financing. This regional role has
become more visible as institutional capital has concentrated further in major hubs. Angels in
these regions often play a dualrole, providing both capital and ecosystem leadership, and helping
to connect local startups to national networks and downstream investors.

4.3.6. Hands-On Engagement

Canadian angels continue to emphasize hands-on involvement with portfolio companies. Many
contribute time and expertise through advisory roles, board participation, and informal mentorship.
This involvement has become more targeted, with angels focusing on companies where they can

add sector-specific, operational, or commercialization value.

For founders, this trend can result in deeper engagement and stronger support, but it also brings
higher expectations around transparency, responsiveness, and governance discipline.

4.3.7.  Persistent Sector Preferences
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Sector preferences among Canadian angels have remained relatively consistent, with continued
interest in software, digital platforms, and technology-enabled services, where early validation can
be achieved with modest capital.?* These sectors align well with the risk profile and time horizons
typical of angel investment.

Figure 4.8: Angel Investment by Sector

Number of Investments by Sector 2015-2024 (%) Amount Invested by Sector 2015-2024 (%)

2015 2016 20177 2018 2019 2020 2021 2022 2023 2024 2015 2016 2017 2018 2013 2020 2021 2022 2023 2024
ICT B Life Sciences B Manufacturing B Services B CleanTech HealthTech
B AgTech B Aerospace B Energy Nanotechnology B Others

At the same time, angels continue to invest in more capital-intensive sectors such as life sciences,
manufacturing, and clean technology, particularly when investments are supported by public
funding, academic research, or strategic partners. In these cases, angels often view their role as
enabling early proof points rather than financing full commercialization.

Overall, current trends indicate that angel investing in Canada is becoming more structured, more
syndication-driven, and more strategically positioned within the broader risk capital continuum,
reinforcing its critical role in sustaining early-stage innovation.
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5. Strategic and Informal Sources of Capital

Section 5 explores strategic and informal capital sources in Canada, emphasizing their
underreported role in the investment ecosystem. These sources fill gaps left by institutional VC,
providing early-stage capital through personal networks and strategic corporate interests.

Unlike venture capital and organized angel investment, sources such as friends-and-family funding,
corporate strategic investments, and community-based capital, are frequently relationship-driven,
decentralized, and only partially documented. As a result, they are not consistently captured in
national investment statistics or industry reporting, creating gaps in both quantitative data and
comparative analysis. This lack of visibility presents methodological challenges when assessing the
true scale, structure, and impact of these informal sources on startup capitalin Canada.
Nevertheless, they have a considerable influence on startup formation, early validation, and market
entry and growth, making them particularly relevant for Japanese startups developing Canadian
investment strategies for expansion into North American markets.

European research has consistently documented that the visible angel market represents roughly
10% of total angel capital deployment, with the remaining 90% flowing through informal channels?*
like high-net-worth individuals conducting private investments, and loosely organized informal
syndicates that never formally report their activity. If this ratio applies to Canada, a reasonable
assumption given similar market maturity and regulatory environment, implied total would be
approximately CAD 1.4 billion in annual angel investment activity in 2024, with CAD 1.25 billion
flowing through informal, invisible channels.

The most recent estimate of informal capital in Canada determined that total informal equity
financing, including both angel investment and friends-and-family investments, total CAD $5.38
billionin 2017.%

5.1. Corporate Investment

Corporate investment is an important component of Canada’s risk-capital environment and plays a
particularly strategic role for Japanese startups seeking market entry rather than purely financial
capital. Unlike institutional venture capital, corporate investment is typically motivated by strategic
objectives such as technology scouting, access to new markets, operational learning, and the
creation of future partnership or acquisition options. For Japanese startups expanding into Canada,
corporate investment can be a hybrid instrument, combining financing with customer access,
validation, and integration into North American value chains.

5.1.1.  Corporate VC vs. Institutional VC

For Japanese startups, corporate investment in Canada should be treated as a market-entry and
validation mechanism as much as a financing tool. A corporate partner can facilitate pilots, provide
early revenue, support regulatory navigation, and confer credibility with customers and
downstream investors. These benefits can materially reduce the risk and cost of establishing

24 https://www.eban.org/wp-content/uploads/2020/12/EBAN-Statistics-Compendium-2019.pdf
2 Croteau, M. & Grant, K. (2021), "Estimating the Scale of Angel Investment Activity in Canada: A Comparative
Analysis." Journal of Applied Business and Economics 23 (2): 170-181.
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Canadian operations. In some cases, the strategic value of corporate involvement can outweigh the
size of the monetary investment.

Canada’s CVC sector has grown meaningfully over the past decade. The number of Canadian CVC
deals nearly tripled from 54 in 2019 to peak levels of 136 in 2021 and 141 in 2022.2¢ This growth rate
in corporate investment substantially exceeded the 30% growth in overall Canadian venture capital
deal activity during the same period, although activity declined in 2023 due largely to
macroeconomic conditions. Unlike institutional VC, Canadian CVC activity is heavily skewed
toward earlier-stage investments, with seed and early-stage deals representing between 79% and
86% of CVC transactions from 2019 to 2023.%

Figure 5.1: Canadian CVCs Deals by Funding Stage
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In Canada, corporate investment differs from institutional venture capitalin severalimportant
ways. Decision-making timelines are typically longer due to internal alignment and governance
processes. Investment sizes may be smaller or staged, particularly at early phases, and returns are
often evaluated alongside strategic outcomes rather than on financial performance alone.
Corporates may also seek collaboration rights, information access, or preferential commercial
arrangements, even when they do not take board control.

5.1.2.  Forms of Corporate Investment in Canada

2 https://www.deloitte.com/content/dam/assets-zone3/ca/en/docs/services/risk-advisory/2025/ca-the-
state-of-corporate-venture-capital-in-canada-AODA.pdf
7 ibid
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Corporate investment in Canada generally appears in three forms:

e Dedicated CVC Funds: Corporate Venture Capital (CVC) funds operate with professional
investment teams and global mandates while maintaining a strategic link to the parent
company.

e Direct Investment: These balance-sheet investments are often initiated by operating
divisions seeking solutions aligned with their near- or medium-term business needs.

e Strategic Partnerships: These are commercial relationships where capital accompanies
pilots, joint development, or supplier agreements and may be contingent on achieving
defined milestones.

5.1.3. Canadian CVC Funds

Canada’s corporate venture activity is meaningful but concentrated. In 2023, more than 60% of
Canadian CVC deal activity was attributable to the five most active corporations. Of particular
interest to Japanese startups, 53% of investments made by Canadian CVCs were in foreign
companies.?®

Figure 5.2: Domestic vs. Foreign Deals by Canadian CVCs
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According to Deloitte and BDC, there were 30 Canadian corporations that have completed or
reported at least on VC deal since 2019 and identify themselves as a CVC fund:

e Financial Services (10 companies): Bank of Montreal, Colliers International, Conexus Credit
Union, Co-operators, Deloitte Canada, Fairfax Financial Holdings, Intact, National Bank,
Royal Bank of Canada, Tangentia

28 https://www.deloitte.com/content/dam/assets-zone3/ca/en/docs/services/risk-advisory/2025/ca-the-
state-of-corporate-venture-capital-in-canada-AODA.pdf
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e Technology (8 companies): Blackberry, Constellation Software, Dapper Labs, Index

Exchange, Maropost, Shopify, Thomson Reuters, WELL Health Technologies

e Media & Telecom (3 companies): Bell, Quebecor, Telus

e Industrial & Manufacturing (1 company): Magna International

e Energy (3 companies): Cenovus Energy, Enbridge, Suncor Energy

e Other (5 companies): BCF Business Law, Canadian Tire, Circle K, Maple Leaf Foods, Spin

Master

5.1.4. Global CVC Participation in Canada

Many global CVCs are also active in Canada, and the participation of global CVCs in Canadian VC

deals has become a stable but cyclical feature of Canada’s investment ecosystem. Over the past

several years, a consistent share of Canadian venture deals has included at least one global CVC.?®

Figure 5.3: Worldwide CVC Participation in Canadian-headquartered VC deals
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Global CVC activity in Canada includes several notable investments by Japanese corporations,

including the following examples:

2 https://www.deloitte.com/content/dam/assets-zone3/ca/en/docs/services/risk-advisory/2025/ca-the-

state-of-corporate-venture-capital-in-canada-AODA.pdf
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e Mitsui made an investment in Kite Mobility in 2025, framing the strategic rationale around
evaluating the convenience and profitability of EV car-sharing services and contributing to
environmental goals.*

e Honda Xcelerator Ventures invested in Hamilton-based Enedym in 2025, explicitly framing
the investment around advancing rare-earth-free electric motor technology.®'

e Hitachi Ventures led a 2025 financing for Toronto-based Xaba focused on Al-driven
industrial robotics (“synthetic brains” for industrial systems).*?

e Hitachi Ventures and other corporate/climate investors made a significant Series B
investmentin 2024 in Cyclic Materials, a Canadian rare-earth recycling startup, reflecting
strategic demand for resilient critical materials supply chains.®

e Toyota Ventures participation in the 2024 seed financing of Artificial Agency of Edmonton,
alongside other institutional investors, tying Toyota’s interest to frontier Al capabilities
relevant to interactive systems.*

e Toyota Ventures invested in Montréal-based YPC Technologies in 2020 as part of a $1.8M
seed round, positioning the company’s kitchen robotics work within Toyota’s innovation
scouting and “call for innovation” approach.*®

5.1.5.  Implications for Japanese Startups

Japanese startups pursuing corporate investment in Canada should focus on three practical
considerations:

1. Strategic alignment should be articulated in terms of Canadian and North American
markets, even when engaging global Japanese corporates.

2. Relationship-building and internal champions matter considerably. Corporate investments
are often advanced by trusted intermediaries or operational sponsors.

3. Dealterms should be structured carefully to preserve future financing flexibility, particularly
if additional capital will be required in the future.

30 https://www.mitsui.com/jp/en/topics/2025/1252198_14859.html

31 Honda Motor Co. / Honda Xcelerator Ventures (2025). "Enedym Inc. secures investment from Honda Motor
Co., Ltd." Retrieved from https://enedym.com and https://xcelerator.hondainnovations.com/

%2 https://betakit.com/xaba-aims-to-make-industrial-robots-smarter-with-8-million-cad-seed-extension/

33 https://www.reuters.com/markets/commodities/canadian-rare-earth-recycler-cyclic-materials-raises-50-
mln-bmwi-hitachi-2024-09-25/

34 https://betakit.com/former-deepmind-researchers-secure-17-million-cad-to-bring-generative-ai-to-video-
games-with-artificial-agency/

38 https://media.toyota.ca/en/releases/2020/toyota-ai-ventures-invests-in-ypc-technologies-through-2020-
call-for-innovation.html
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5.2. “Friends-and-Family” Investment

Friends-and-family investment represents one of Figure 5.4: Informal Investor Categories
the earliest and least visible sources of startup

capital in Canada. It typically refers to capital
provided by individuals who have a pre-existing
personal or professional relationship with the
founder, including family members, close friends,
former colleagues, or trusted advisors. While this
form of capital is widely acknowledged as a
foundational element of early-stage financing, it
remains largely informal, fragmented, and difficult
to measure using conventional investment datasets.
Previous studies have estimated that friends-and-
family investment may represent 47.8% of all non-
institutional investment in Canada.®

5.2.1. Investment Structure

In the Canadian context, friends-and-family

investments are most often used to finance initial B Probable Serial Entrepreneurs (37

company incorporation, early product development, B Active Friends-and-Famlly (36%)
di co dth [ Passive Friends-and-Family (14%)

customer discovery activities, and the B Probable Angels (13.9%

establishment of a minimal operational presence.

Investment amounts are generally modest and vary widely depending on the founder’s personal
network, professional background, and prior entrepreneurial experience. For Japanese startups,
such investments could be relevant to the incorporation of a Canadian-based subsidiary and
operations.

Unlike institutional or networked angel investment, friends-and-family capital in Canada is rarely
standardized. Investment structures may include common shares, informal promissory notes, or
undocumented arrangements based on trust and personal relationships. In many cases, legal
documentation is minimal or deferred until a subsequent financing round. As a result, this capitalis
frequently absent from official reporting and is not systematically captured by angel organizations
or venture capital associations.

5.2.2. Implications for Japanese Startups

For Japanese startups entering Canada, friends-and-family capital can present a structural
limitation. Because this form of investment is deeply embedded in personal and local networks, it
may not be available to founders without existing business or personal relationships or an
established presence in the Canadian ecosystem. Japanese startups should therefore recognize
friends-and-family capital not as a potential funding source, but as a contextual factor that shapes
how early-stage risk is evaluated in Canada. Understanding its role helps explain why early

3¢ Riding, A.L. (2008). Business angels and love money investors: segments of the informal market for risk
capital. Venture Capital, 10(4), 355-369.
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fundraising processes in Canada often emphasize founder background, personal commitment, and
local engagement alongside formal business metrics.

5.3. Community-Based Investments

Community-based investments are a subset of informal capital in which shared affiliation,
including culture, language, diaspora ties, alumni networks, or long-standing business-community
relationships, materially influences who gets introductions, who receives early support, and in
some cases who gets funded. Beyond direct financial investment, this may begin with a trusted
connector making introductions, a community leader providing validation, or a Japan-connected
executive helping secure a first pilot customer. These relationship-driven commitments can be
important because they lower perceived risk and help the Japanese startup become visible to
Canada’s broader investment ecosystem.

5.3.1.  Community Convenors

Community-based investing in Canada is best understood as a relationship infrastructure rather
than a discrete investor segment. It is built and maintained by community conveners, such as
business associations, cultural institutions, and professional networks, where repeated
interactions create trust and where warm introductions become possible.

Canada has national-level convenors that support Canada-Japan business, educational, and
cultural exchange. JETRO Canada helps Japanese startups build early relationship capital, identify
credible local partners, and accelerate warm introductions that are often prerequisites to
community-based support and early validation in Canada. The Japan Society Canada is a national
organization strengthening bilateral exchanges, and its convening activities can create the “soft
infrastructure” that precedes commercial relationships and, in some cases, investment
conversations.

Some of the community infrastructure is concentrated in major metropolitan areas like Vancouver
and the Greater Toronto Area:

e Vancouver / British Columbia: The city has a dense Japan-linked business community with
multiple overlapping associations. The Japanese Business Council of Vancouver (JBCV) was
established in 2009 by major Japanese business associations in Vancouver to collaborate
on events and issues involving the Japanese business community. Kiyukai convenes
Japanese-Canadian executives, entrepreneurs, and professionals to strengthen and
develop the Japanese community in Vancouver and create new business opportunities.

e Toronto/the GTA: The formal business community and broader cultural community
institutions play a comparable bridging role. The Japanese Canadian Cultural Centre
(JCCC), for instance, offers structured training aimed at helping organizations and
businesses.

Finally, professional service providers are important community convenors in the Canadian
ecosystem. These service providers are not investors, but they often sit at the centre of trusted
introductions across business communities. PwC Canada’s Japanese Business Network (JBN)
explicitly positions itself as “forming a bridge between Canada and Japan,” noting bilingual
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professionals who help create relationships supporting Japanese companies expanding into
Canadian markets.

In practice, these community convenors often know which business owners, executives, and high-
net-worth individuals are open to early-stage opportunities, and can help Japanese startups
establish credibility.

5.3.2. Community-Based Investment Process
Community-based investment in Canada typically emerges in three ways:

e Japan-affiliated individual investors: This includes Japanese Canadians, Japan-connected
entrepreneurs, and bilingual executives who may invest directly or through informal
syndicates. These investors often bring more than capital: they provide translation (cultural
and commercial), credibility with local stakeholders, and practical help navigating hiring,
partnerships, and early Canadian customer development.

e Community-enabled validation: Community-based support includes more than direct
investment. It may include help securing a pilot customer, channel partner, advisor, or a
credible local reference who is willing to vouch for the founder. This validation can provide
evidence of traction in Canada or a credible path to it, facilitating future investment.

e Structured introductions: A practical example is JETRO’s Generating Innovation with Japan
(Gl)) series in Canada, which is explicitly designed to connect Canadian startups and major
Japanese firms through reverse pitches, networking, and follow-up meetings.

Even when the stated objective is partnership, these structures are relevant to community-based
capital because they create a trusted environment for introductions and “sponsorship”, or the
informal endorsement that often precedes an investment or helps bring additional investors into a
round.

5.3.3. Implications for Japanese Startups

Community-based investment in Canada is not a list-building exercise. In practice, itis a
sequenced trust-building process that can be planned and executed:

e Start with conveners: Prioritize repeated participation in Japan-linked business and
community convenings to build familiarity and earn warm introductions.

e Lead with pilots and credibility signals before capital asks: Treat early outreach as a
pathway to pilots, reference customers, or advisory relationships, which create local proof
points that make later investment discussions easier.

e Use affiliation to reduce friction: Position the Japan-Canada linkage as a way to accelerate
trust, communication, and execution in-market, while keeping the investment case
grounded in commercial outcomes.
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e Plan adisciplined relationship cadence. Set concrete targets (e.g., 10 connectors identified,

3-5 warm intros, 1-2 pilot discussions, one locally credible advisor) and use structured
convening opportunities to generate and sustain follow-up meetings.
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6. Government Programs, Grants and Incentives

Government programs play a distinctive and structurally important role within Canada’s startup
financing ecosystem. Unlike purely market-driven systems, Canada’s innovation economy relies on
a deliberate mix of public and private capital to support company formation, technology
development, and early-stage growth. Government intervention is not intended to replace private
investment, but rather to address well-recognized market failures, particularly at the pre-seed,
seed, and early growth stages, where technical uncertainty, long development timelines, or limited
domestic risk capital can constrain otherwise viable companies.

At a system level, government programs function as risk-sharing mechanisms. By absorbing a
portion of technical, market, or execution risk, public funding helps enable private investors to
engage earlier or with greater confidence. This role is especially pronounced in sectors such as
deep technology, life sciences, clean technology, and advanced manufacturing, where capital
requirements are high and commercialization timelines are long. In this context, government
support improves the overall efficiency of the financing ecosystem by increasing the supply of
investment-ready companies rather than by directly generating investment returns.

A critical distinction within Canada’s public support framework is between direct financial support
and indirect ecosystem support:

e Directfinancial support includes grants, repayable contributions, loans, and tax incentives
that flow directly to companies and affect their cash position or cost structure. These
instruments are typically tied to specific activities, such as research and development,
commercialization, talent hiring, or scale-up, and are governed by formal eligibility criteria,
milestones, and reporting requirements.

e Indirect ecosystem support is delivered through investments in infrastructure,
intermediaries, and services that strengthen the broader startup environment. This includes
funding for incubators and accelerators, innovation hubs, advisory networks, export
support services, and sector organizations. Indirect support can materially influence
outcomes by improving access to expertise, customers, partners, and investors.

Importantly, government programs in Canada are designed to complement, not crowd out, private
capital. Most programs are structured to be non-dilutive or repayable only upon commercial
success, ensuring that ownership and governance remain primarily determined by founders and
investors. From an investor perspective, government funding is often viewed as a positive signal,
indicating technical validation, policy alignment, or institutional credibility. However, public funding
rarely substitutes for equity investment at scale. Rather, it helps companies reach the stage at
which private capital becomes viable.

For Japanese startups in particular, Canada’s government support system offers a way to de-risk
early North American operations, establish credibility with local stakeholders, and build a
foundation for subsequent private investment. When used strategically alongside angel investment,
venture capital, and corporate partnerships, government programs can accelerate market entry
and improve long-term outcomes.
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This section therefore examines government programs not as isolated instruments, but as an
interconnected layer within Canada’s broader startup financing ecosystem, administered by the
Government of Canada and provincial authorities, and shaped by policy objectives as well as
market realities.

6.1. Federal Programs

Canada's federal government deploys a robust ecosystem of non-dilutive funding, tax incentives
and advisory services to catalyze startup and scaleup innovation. These mechanisms, centered on
the National Research Council (NRC) Industrial Research Assistance Program (IRAP) and the
Scientific Research and Experimental Development (SR&ED) tax incentive, provide predictable
support for technology development, commercialization and intellectual property protection,
particularly for small and medium-sized enterprises (SMEs) pursuing growth through innovative
products, services or processes.

6.7.1.  NRC IRAP and Related Grant Programs

NRC IRAP¥ stands as the federal government's flagship non-repayable contribution mechanism for
small businesses, delivering advice, connections and funding to boost innovation capacity and
commercialization. Eligible applicants include for-profit Canadian-incorporated SMEs with up to
500 full-time employees, focused on technology-driven growth. Project contributions typically
cover 60-80% of eligible costs such as internal technical salaries, subcontractors and equipment
for feasibility studies, prototyping, pilot plants or productivity improvements, with project caps
ranging from CAD 250,000 for Accelerated Review Process (ARP) projects to CAD 1 million annually
for larger projects.

Companies do not apply to IRAP using a standard form. Instead, a senior executive must contact
IRAP to be assessed. IRAP employs a network of over 300 Industrial Technology Advisors across
Canada, who provide hands-on support for the development and implementation of projects.
Funding decisions are merit-based, and meeting eligibility criteria is necessary but not a guarantee
of funding.

6.1.2. SR&ED Federal Tax Incentive

The SR&ED program, administered by the Canada Revenue Agency (CRA), delivers Canada's largest
single R&D incentive at over CAD 4.2 billion annually in refundable investment tax credits (ITCs) for
qualifying R&D activities.*® Canadian-controlled private corporations (CCPCs) access a 35%
refundable credit on up to CAD 6 million in annual qualified expenditures. Additional tax credits
offered at the provincial level can increase the refundable credit to between 45-50%.

This is not simply a tax rebate program. The credit is refundable, meaning companies receive a cash
refund on eligible R&D expenses, even if they have no taxable income. Companies claim SR&ED

%7 https://nrc.canada.ca/en/support-technology-innovation/about-nrc-industrial-research-assistance-
program

38 https://www.canada.ca/en/revenue-agency/services/scientific-research-experimental-development-tax-
incentive-program
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credits as part of their annual tax return by filing a detailed technical report and financial
schedules.

IRAP and SR&ED can be used together, where IRAP funds research and development projects via
up-front contributions on defined milestones, and SR&ED reimburses retroactively through tax
credits on documented expenditures already incurred. Startups often use IRAP and SR&ED tax
incentives to maximize the recovery of R&D costs. However, this demands precise record-keeping
and advisor coordination to navigate eligibility and program rules.

6.1.3.  Other Federal Programs

Given the breadth of Canada’s federal innovation and business-support landscape, it is not
practical to catalogue every relevant program in this report. New initiatives are introduced regularly,
existing programs are renewed or re-scoped, and eligibility rules, intake windows, and application
requirements can shift frequently, making the landscape difficult for startups and growth
companies to track in real time.

To address this complexity, the federal government operates a “business benefits finder” function
through Innovation Canada, which helps businesses identify relevant federal supports and

understand next steps for accessing them.*®

Below is a summary of several key federal support programs, with links to additional information.

Program Description

Futurpreneur National nonprofit supporting young entrepreneurs with startup
loan financing and up to two years of mentorship.

Business Development In addition to VC arm previous described, BDC provides loans
Bank of Canada (BDC) and working capital for innovative small businesses.

Canada Start-up Visa Immigration pathway for innovative entrepreneurs building
Program businesses in Canada that can create jobs and compete globally.

The program is paused as of Dec 31, 2025.

Mitacs Accelerate + Accelerate: Funding for applied research internships linking a
Accelerate Entrepreneur company partner with a post-secondary intern and academic
supervisor. Entrepreneur: Funding for student/postdoc
entrepreneurs to advance commercialization goals tied to their
startup’s core technology.

Sustainable Development Federal foundation funding innovative Canadian clean
Technology Canada (SDTC) | technology development and demonstration.

Canada Growth Fund (CGF) | CAD 15B independent investment fund operating at arm’s length
from the Government of Canada to catalyze private investmentin
clean economy opportunities.

3 https://innovation.ised-isde.canada.ca
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https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/start-visa.html
https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/start-visa.html
https://www.mitacs.ca/our-programs/accelerate-entrepreneur/
https://www.mitacs.ca/our-programs/accelerate-entrepreneur/
https://natural-resources.canada.ca/corporate/planning-reporting/departmental-plan/rpp-2016-17/sustainable-development-technology-canada-sdtc-sd-tech-fund
https://natural-resources.canada.ca/corporate/planning-reporting/departmental-plan/rpp-2016-17/sustainable-development-technology-canada-sdtc-sd-tech-fund
https://www.cgf-fcc.ca/en/
https://innovation.ised-isde.canada.ca/

IDEaS Program (DND) Defence innovation program connecting Canadian innovators to
defence/security challenges and funding promising solutions

through multiple funding mechanisms.

6.2. Provincial and Regional Programs

Canada's provincial and regional funding ecosystem complements federal initiatives through direct
grants, tax incentives, and ecosystem organization support targeted at innovation-driven startups
and scaleups. Provincial programs operate through both provincial economic development
agencies and federal regional development agencies (RDAs) that deliver federal mandate funding
with regional prioritization, creating layered opportunities for eligible businesses. This section
surveys large-scale programs explicitly designed for startup and growth company support across

Canada's major provinces.

6.2.1.

RDAs (Regional Development Agencies)

Although RDAs are technically federal, they deliver place-based funding programs with tailored
sector and stage priorities. RDAs are also one of the clearest pathways to large-scale, quasi-non-
dilutive capital for companies that have moved beyond early R&D and are ready to scale
operations, adopt new technologies, or expand into new markets.

There are seven RDAs operating in various regions across Canada:

Federal RDA

Region served

Website

Atlantic Canada Opportunities
Agency (ACOA)

Atlantic Canada
(NB, NS, PEI, NL)

https://www.canada.ca/en/atlantic-
canada-opportunities.html

(FedDev Ontario)

Canada Economic Development Quebec https://www.canada.ca/en/economic-
for Quebec Regions (CED) development-quebec-regions.html
Federal Economic Development Southern https://feddev-

Agency for Southern Ontario Ontario ontario.canada.ca/en/federal-

economic-development-agency-
southern-ontario

Federal Economic Development
Agency for Northern Ontario
(FedNor)

Northern Ontario

https://fednor.canada.ca/en/federal-
economic-development-agency-
northern-ontario

Canadian Northern Economic
Development Agency (CanNor)

Territories (YT,
NT, NU)

https://www.cannor.gc.ca/eng/135110
4567432/1351104589057

Pacific Economic Development
Canada (PacifiCan)

British Columbia

https://www.canada.ca/en/pacific-
economic-development.html

Prairies Economic Development
Canada (PrairiesCan)

Alberta,
Saskatchewan,
Manitoba

https://www.canada.ca/en/prairies-
economic-development.html
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https://www.canada.ca/en/department-national-defence/programs/defence-ideas.html
https://www.canada.ca/en/atlantic-canada-opportunities.html
https://www.canada.ca/en/atlantic-canada-opportunities.html
https://www.canada.ca/en/economic-development-quebec-regions.html
https://www.canada.ca/en/economic-development-quebec-regions.html
https://feddev-ontario.canada.ca/en/federal-economic-development-agency-southern-ontario
https://feddev-ontario.canada.ca/en/federal-economic-development-agency-southern-ontario
https://feddev-ontario.canada.ca/en/federal-economic-development-agency-southern-ontario
https://feddev-ontario.canada.ca/en/federal-economic-development-agency-southern-ontario
https://fednor.canada.ca/en/federal-economic-development-agency-northern-ontario
https://fednor.canada.ca/en/federal-economic-development-agency-northern-ontario
https://fednor.canada.ca/en/federal-economic-development-agency-northern-ontario
https://www.cannor.gc.ca/eng/1351104567432/1351104589057
https://www.cannor.gc.ca/eng/1351104567432/1351104589057
https://www.canada.ca/en/pacific-economic-development.html
https://www.canada.ca/en/pacific-economic-development.html
https://www.canada.ca/en/prairies-economic-development.html
https://www.canada.ca/en/prairies-economic-development.html

Across regions, RDAs commonly deliver programming under the Business Scale-up and
Productivity (BSP) programs. These programs are geared to high-growth firms that are
commercializing technology and investing in productivity improvements, market expansion, and
scale-up. BSP typically takes the form of repayable contributions that are structured like interest-
free or low-cost loans, with defined project costs and outcomes.

6.2.2.  Provincial Agencies

Provincial governments remain pivotal because many startup supports are anchored in provincial
innovation agencies that combine 1) targeted grants or matching funds, 2) commercialization
services and pilot pathways, and 3) direct equity investment.

A consistent feature of provincial programming is cost-sharing. Provinces frequently ask
companies to bring matching funds, which encourages discipline and crowds in private capital
while allowing the province to share risk. This design is especially common in deep tech and
applied R&D programs, where technical validation and early pilots can be expensive.

Below is a description of key, large-scale provincial agencies and programs commonly used by
innovative startups and growth companies:

e Innovate BC: Innovate BC is a central delivery organization for provincial innovation
programming. One of its flagship R&D commercialization supports, Ignite, allows applicants
to request up to $300,000, with funding typically paid in annual instalments and tied to
reporting. Ignite also uses a matching model (e.g., 2:1 matching requirements) that
encourages industry or partner participation.

e Alberta Innovates: Alberta Innovates plays a major role in building Alberta’s scale-up
capacity, including through the Alberta Scaleup and Growth Accelerator Program, which is
designed to help companies “bridge the scaleup gap” and connect to global markets. While
much of this is delivered through accelerator partners (and therefore is indirect), it is
explicitly aimed at scaling technology companies and is supported by multi-order-of-
government investment.

e Ontario Centre of Innovation (OCI): Ontario’s support system is heavily networked through
ecosystem organizations and province-funded agencies. OCI positions itself as a bridge
between innovators, researchers, and commercialization resources. A notable example of
province-linked early financing is OCl’s Ready 4 Market fund, described as a pre-seed
investment mechanism that co-invests alongside angels and other investors to de-risk IP-
driven startups and attract follow-on private capital

e Investissement Québec: Quebec’s system is comparatively interventionist and is
characterized by strong provincial financing capacity. Investissement Québec administers
major business financing programs such as ESSOR, which supports Quebec companies
seeking financing to accelerate development, productivity, and expansion.

e Atlantic Canada: Some provinces have dedicated agencies that provide early-stage
investment and acceleration services. Nova Scotia’s Innovacorp, for example, operates a
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venture capital mandate and positions its Nova Scotia First Fund as a tool to ensure early-
stage, high-growth startups in Nova Scotia can access capital and support to grow.

6.3. Incubators and Accelerators

Incubators and accelerators are best viewed not as funding programs, but as strategic tools. High-
performing startups often engage them with a clear objective, such as:

e Building a Canadian advisory network and “local credibility” during market entry

e Securing pilot opportunities and reference customers

e Preparing for fundraising (refining metrics, investor narrative, data room readiness)

e Accessing technical talent and specialized expertise (e.g., IP, regulatory pathways,
procurement navigation)

e Joining a community that shortens learning cycles and reduces execution risk

In Canada, most incubators and accelerators are government-supported, not-for-profit, and
provide their services at no cost. Some require startups to provide a small equity stake, but often
provide direct funding upon entry or exit from the program. Admission to top programs can be very
competitive, and support quality varies. Startups typically benefit most when they select programs
aligned with their stage and sector, and when participation is integrated into a broader capital and
commercialization plan.

For Japanese startups, participation in a Canadian incubator or accelerator can also reduce
cultural and operational friction during entry. Many organizations have experience supporting
international founders and can help with investor communications, hiring norms, and partnership
development. Equally important, joining respected programs can function as a signal to Canadian
stakeholders like investors, corporates, and public agencies, that the company is credible and
committed to building a meaningful presence in Canada.

Below is a selective list of top incubators and accelerators across Canada:

Name Region Focus
DMz National + | Startup ecosystem supporting founders from ideation to
global scale.

Creative National + | Deeptech ventures, with “streams” by domain across

Destruction Lab global multiple locations

MaRS Discovery Toronto Large urban innovation hub supporting Canadian

District science/tech companies

OneEleven Toronto Community for venture-backed tech scaleups

NEXT Canada National Founder development programs including education,
mentorship, and access to funding/network

Highline Beta Toronto Venture studio and pre-seed VC with strong emphasis on
corporate-startup collaboration
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Launch Academy Vancouver | supports early-stage founders and also runs programs
oriented to international expansion

Platform Calgary Calgary City-wide innovation hub with programs including an
incubator for tech founders

Communitech Waterloo Regional tech ecosystem builder with strong
network/community model

Invest Ottawa Ottawa Economic development agency with acceleration support

Ax.c Montréal Quebec tech and innovation hub designed to connect

startups, investors, and ecosystem partners

Volta Atlantic Halifax-based Al-first startup incubator and community
Canada supporting founders across Atlantic Canada.

6.4. Eligibility Considerations

Eligibility rules for various government support programs in Canada can be difficult to navigate for
foreign companies. Eligibility is shaped by a combination of legal structure, operational footprint,
ownership/control, location of activities, and the nature of the costs being claimed. For Japanese
startups entering Canada, these factors can become strategic design decisions. How the company
establishes itself in Canada can determine not only which programs it can access, but also the
size, timing, and administrative burden of that support.

6.4.1. Canadian Presence and Location of Work

Most direct and indirect supports are intended to generate measurable economic benefitin
Canada. As a result, programs commonly require that eligible activities, such as R&D, product
development, pilot projects, hiring, or market development occur substantially in Canada. Even
when foreign ownership is permitted, program administrators typically look for evidence that the
company is building a real Canadian footprint.

For Japanese startups, a common misconception is that establishing a small “representative
office” will be sufficient. For many programs, itis not. Access to government programs improves
materially once a company can demonstrate a meaningful Canadian operating presence, and can
show that public support will translate into Canadian outcomes (jobs, investment, procurement, IP
development, or export revenue supported from Canada).

6.4.2. Corporate Structure

A large portion of Canadian programs are designed for Canadian-incorporated entities, often with
additional requirements related to ownership and control. While some programs can be accessed
by foreign-controlled businesses with Canadian operations, others are preferentially structured

around Canadian-controlled firms.

For Japanese startups, the most common operating model is a Canadian subsidiary owned by the
Japanese parent company, sometimes with a mix of Canadian minority investors. This approach
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simplifies contracting, hiring, banking, and payroll, and it generally aligns well with program
administration. However, the ownership structure has important downstream effects:

e Canadian-controlled vs. foreign-controlled: Some tax incentives and certain program
streams provide more favourable treatment to Canadian-controlled private corporations
and may provide reduced benefits or different treatment to foreign-controlled entities.

e Parent—subsidiary arrangements: Many startups choose to keep core IP in Japan and license

it to the Canadian subsidiary. This can be workable, but it can complicate eligibility in
programs where the underlying objective is to build proprietary Canadian innovation
capacity. It can also affect how “Canadian benefit” is assessed.

Because this topic intersects with tax planning and IP strategy, foreign entrants typically benefit
from early, practical advice on how to design the Canadian entity so it supports both program

eligibility and long-term corporate objectives.

6.4.3. Location-based Criteria

A significant portion of Canada’s public support system is place-based, meaning eligibility depends
on where the company’s activities occur. This is particularly true for provincial programs and for the
federally funded regional development agencies (RDAs), where the company’s operating address,

employment location, and project site may determine which agency can support the project.
From a Japanese startup perspective, this creates a strategic trade-off:

e Choosing a location based only on customer proximity or talent availability may limit
access to certain regional scale-up programs, and/or

e Choosing a location primarily for program access, which can be counterproductive if it
weakens the company’s go-to-market execution

In practice, many successful entrants choose a location that meets their commercial needs first,
then design projects (pilots, hiring plans, commercialization initiatives) that can align with the
eligibility requirements and objectives of the region’s programs.

6.4.4. Stage and Readiness

Many large programs that reference “innovation” are not truly early-stage supports. They often
expect applicants to demonstrate:

e Aclearly defined product or technology roadmap

e Evidence of market traction (customers, pilots, letters of intent, revenue)
e Acredible management team and governance

e Matching capital or committed project co-funding

e Project management capacity and financial controls
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For Japanese startups, the implication is that eligibility is often dynamic. The right time to apply is
tied to the company’s maturity and ability to credibly execute a defined, measurable project in
Canada.

6.4.5.  Eligible Costs

Many programs define eligible expenditures narrowly and require strong documentation. Common
rules include:

e Eligible cost categories: Salaries, contractors, materials, equipment, prototyping, travel,
and professional services may be eligible, but often only when directly attributable to the
approved project.

e Cost-sharing: A frequent requirement is that the business (and sometimes private partners)
must fund a defined portion of project costs. This means that the company may need
investor capital, revenue, or partner contributions to unlock government support.

e Documentation: Time tracking, invoices, payroll records, and technical reporting are often
required. Weak documentation can lead to funding delays, reduced reimbursements, or
audit risk.

Setting up Canadian payroll, accounting systems, cost allocation practices, and basic project
governance early can materially reduce friction later.

6.4.6.  Stacking Rules and “Double-Dipping” Restrictions

Many government supports can be combined (“stacked”), but there are usually restrictions to
prevent the same cost from being subsidized twice beyond defined limits. Programs may set
maximum stacking percentages and require disclosure of all other public funding sources
associated with the project. This can be especially relevant for companies combining federal and
provincial supports.

Copyright (C) 2026 JETRO. All rights reserved. 45



7. Canada-U.S. Comparative Analysis

This section provides a comparative view of Canada and the U.S. across practical factors such as
business climate, access to capital, access to markets, access to talent, key costs, and the role of
government programs and incentives. The analysis is intended to be balanced and evidence-based,
highlighting where each country is genuinely stronger, while showing how a Canada-based entry
strategy can provide a pragmatic platform for accessing U.S. customers, partners, and investors as
startups grow.

7.1. Business Climate

Business climate includes several qualitative measures, such as how predictable the regulatory
environment feels, how efficiently disputes are resolved, how stable institutions are, and how much
social and political friction bleeds into commercial decision-making. Canada and the U.S. are both
highly developed, rules-based economies with sophisticated capital markets and deep innovation
ecosystems. However, they offer fundamentally different operating environments for startups, each
with distinct regulatory, fiscal, and cultural characteristics. While the U.S. market remains
substantially larger, Canada presents a growing ecosystem with meaningful advantages in specific
areas critical to early-stage ventures.

7.1.1.  Institutional Predictability and Governance

A practical way to compare business climates is to look at indicators that proxy for institutional
stability and the consistency of “rules of the game.” In the Economist Intelligence Unit’'s Democracy
Index 2024, Canada is ranked 14th (score 8.69) while the U.S. is ranked 28th (score 7.85).° The
World Justice Project’s Rule of Law Index 2025 ranks Canada 13th out of 143 countries and the U.S.
27th out of 143.4

For foreign founders, Canada often feels like a more stable, conservative operating environment
with fewer abrupt rule changes and state-by-state swings on core business issues, and generally
less uncertainty about how policies will be interpreted by regulators and courts. Canadais
frequently considered as slightly more procedurally predictable and less adversarial in routine
business interactions like regulations, procurement processes, and certain employment matters,
which can be helpful for Japanese startups that prefer structured decision-making and clear
pathways to compliance.

7.1.2.  Regulatory Environment

Canada maintains a more comprehensive regulatory framework than the U.S., though recent
modernization efforts are reducing barriers for startups. The World Bank ranked Canada 23rd out of
190 countries for ease of doing business in 2020.%> The U.S. offers a more streamlined federal
structure, though individual states maintain significant regulatory variation. Both countries require
compliance across multiple jurisdictions, but Canada's multi-level system (federal, provincial,
municipal) adds operational complexity.

40 https://d1qqgtien6gys07.cloudfront.net/wp-content/uploads/2025/03/Democracy_INDEX_2024.pdf
41 https://worldjusticeproject.org/sites/default/files/documents/Canada_3.pdf
42 \World Bank Group. 2019. Economy Profile of Canada. Doing Business 2020
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7.1.3.  Cultural Tolerance and Diversity

Business climate also includes cultural operating norms, such as how quickly trust is built, whether
teams can work effectively across cultures, communication styles, and different expectations of
hierarchy. Canada’s commitment to multiculturalism is embedded in federal policy frameworks,
including the Canadian Multiculturalism Act.

Canada also has one of the highest shares of immigrants among advanced economies; the 2021
Census reports immigrants at 23% of the population, the highest proportion in over 150 years.*?
This is not to say the U.S. lacks diversity or global orientation, since many U.S. startup hubs are
extraordinarily international. The difference is that Canada’s business culture is frequently
experienced as less aggressive, less polarized, and more accommodating. For Japanese startups,
Canada can function as a softer landing, without giving up the ability to sell into the U.S. or raise
from U.S. investors.

In practice, the U.S. can be viewed as a more intense, high-velocity environment with larger
networks, faster commercial scaling potential, and a more “winner-take-all” competitive dynamic.
Canada, by contrast, may offer a more predictable, lower-friction operating context for a first North
American office, supported by strong rule-of-law fundamentals, comparatively higher institutional
trust, and a multicultural environment that can reduce cultural adaptation costs.

7.2. Access to Capital

The venture capital markets in Canada and the U.S. differ substantially in scale, structure, and
accessibility, creating distinct opportunities and constraints for Japanese startups evaluating each
jurisdiction.

7.2.1.  Relative Size

The U.S. venture capital market dwarfs Canada's in absolute terms. In 2024, the U.S. accounted for
57% of worldwide VC deal value, with venture capital investment reaching $209 billion across
15,260 deals, while Canadian investment totaled $7.9 billion across 592 deals.*

This depth translates into:
e larger rounds at every stage (especially growth/late stage),
e more sector-specialized funds (Al, biotech, fintech, climate, defense, etc.),
e and a more competitive funding process where “category leadership” expectations can
appear earlier.

7.2.2.  Seed and Pre-Seed Funding
Canadian seed and pre-seed venture capital funding has contracted sharply in recent years. Seed-

stage investment declined 47% in value year-over-year to $510 million in 2024, with deal counts
down 14% to 201 deals. Pre-seed investments fell to $99 million across 115 deals, with average

43 https://www150.statcan.gc.ca/n1/daily-quotidien/221026/dg221026a-eng.htm
4 https://nvca.org/wp-content/uploads/2025/01/Q4-2024-PitchBook-NVCA-Venture-Monitor.pdf
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deal sizes falling 36% below the five-year average.*® Angel investment rebounded 27% to $146.2
million in 2024, up from $115 million in 2023.%¢ As previously described, Canada's angel network
infrastructure is substantial and well organized. The U.S. angel ecosystem, while less formally
organized through centralized networks, operates at much larger aggregate scale and with greater
capital abundance.

7.2.3. Dependence on Foreign Capital

A structural feature of the Canadian market is its dependence on foreign, and specifically U.S-
based venture capital, particularly for later-stage and growth-stage transactions. The U.S., South
Korea, China, and the United Kingdom accounted for 62% of all Canadian VC investments. U.S.
investors alone contributed $4.69 billion, representing 53% of total funding.*’

Although Canada’s capital market is far smaller in total dollars, is highly syndication-driven, and
U.S. participation is a defining feature. In that regard, Canada’s risk capital market is not isolated.
For foreign startups, itis common to treat Canada as a base from which to build traction and recruit
talent while planning for U.S. participation in capital investment.

7.3. Access to Markets

The scale of the U.S. market for both B2C and B2B business is an order of magnitude greater than
the Canadian market. This scale can often translate into faster paths to large contract values, more
densely clustered sector buyers, and a deeper set of potential distribution partners. It also explains
why many Japanese startups instinctively view the U.S. as the primary North American market,
rather than one market among several.

However, market entry is not only about market size, but how quickly a company can learn, sell, and
establish credibility while managing risk. In that context, Canada can serve as a pragmatic first
landing point for North America, especially for founders seeking a less aggressive entry
environment while still keeping the U.S. market within easy reach.

7.3.1. The Canada-U.S.-Mexico Agreement (CUSMA)

The CUSMA preserves virtually all tariff-free market access that Canadian companies enjoyed
under the previous NAFTA while modernizing provisions for digital trade, intellectual property, and
environmental standards. As a result, Canada and the U.S. have the world’s most comprehensive
trading relationship with nearly US$2.6 billion in goods and services crossing the border each day in
2024.48

For digital startups, the CUSMA’s digital trade provisions are intended to support online commercial
activity and consumer trust for companies that deliver software, data-enabled services, or cross-
border digital products. For goods-intensive businesses, the agreement provides regulatory

4 https://www.bdc.ca/globalassets/digizuite/57464-canadas-venture-capital-landscape-2025. pdf
46 NACO Annual Report 2025

47 https://www.cvca.ca/wp-content/uploads/2025/02/CVCA_Q4_VC_Report98.pdf

8 https://www.international.gc.ca/country-pays/us-eu/relations.aspx
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harmonization and supply chain integration, particularly in sectors like automotive, where Michigan
and Ontario jointly produce approximately 22% of North American vehicles.*®

7.3.2.  Market Integration

This level of market integration makes selling into the U.S. from Canada more operationally feasible
than it would be from any other jurisdiction. In practice, many Canadian-based startups sell
disproportionately into the U.S., leveraging close time zones, short travel times to major U.S. cities,
and a shared business culture across key sectors such as software, advanced manufacturing
supply chains, cleantech/energy, and life sciences.

Canada's deepest value for foreign startups lies not in the Canadian consumer market, which is
small by global standards, but in its role as a bridge to massive U.S. regional markets.

Toronto provides easy gateway access to northeastern U.S. markets along the Boston-New York-
Philadelphia corridor. Vancouver operates in the Pacific time zone, enabling real-time collaboration
with West Coast technology markets. It is realistic to adopt an approach that leverages the best
from each country; operating from Canada while selling into and raising capital from the U.S.

7.4. Access to Talent

Access to talent includes the ability to recruit and retain the right mix of technical, commercial, and
operational capabilities at each stage of growth, and to bring in global hires quickly when local
supply is constrained. Canada and the U.S. both offer strong talent pools, but they differ materially
in scale, immigration mechanics, competition intensity, and the “operating style” of local labour
markets.

7.4.1. Size of Talent Pool

The U.S! core advantage is scale and talent density in specialized roles. The U.S. labour market is
large and highly segmented, with deep concentrations of specialized talent in major tech and life
sciences corridors. This may simplify hiring companies that need niche skill sets as well as
experienced operators who have repeatedly scaled venture-backed businesses. In technology
specifically, U.S. employment in computer and mathematical occupations illustrates the size of the
addressable talent base. U.S. Bureau of Labor Statistics (BLS) data for May 2024 show
approximately 5.19 million jobs in computer and mathematical occupations, with an annual mean
wage reported at about USD 116,810.% This depth can be a meaningful advantage for startups
competing in highly specialized domains, or those requiring rapid scaling across multiple functions
atonce.

Canada’s core advantage is accessibility of global talent and a comparatively navigable hiring
environment for foreign founders. Canada’s talent market is smaller in absolute terms, butitis
strongly shaped by immigration and a policy posture that is explicitly designed to attract skilled
workers. Canada’s population has the largest proportion of landed immigrants or permanent

4 https://international.canada.ca/en/global-affairs/corporate/reports/chief-economist/impacts/2020-02-
cusma-economic-impact
50 https://www.bls.gov/news.release/pdf/ocwage.pdf
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residents among G7 countries.?’ This translates into a workforce that is internationally
experienced, culturally diverse, and often more accustomed to multinational teams and working
environments.

Canada also compares favourably on education attainment, with 63% of Canadians aged 25-64
having some post-secondary attainment.®? This do not mean Canada has more talent than the U.S.
overall, but Canada’s labour force is comparatively well credentialed and can be particularly strong
in technical and applied disciplines, especially when combined with Canada’s ability to import
specialized talent through immigration programs.

7.4.2.  Immigration and Hiring Practices

There are meaningful differences between Canada and the U.S. on how quickly and predictably a
company can hire a critical person who is not already locally available.

Under Canada’s Global Talent Stream (GTS), employers can expect a 10-business-day service
standard for application processing, and associated work permits may be processed in two weeks
service standard for eligible high-skill workers. The U.S. has multiple visa categories that can be
relevant to startups (H-1B, O-1, L-1, E-2 for eligible nationalities), but process complexity and
annual caps can create planning risk, especially for smaller companies without dedicated
immigration support.

A specific U.S. advantage for Japanese founders is E-2 eligibility. Japan is listed among U.S. treaty
countries for E visas, which can make the E-2 “Treaty Investor” route a practical option for some
Japanese founders who can demonstrate qualifying investment and operational control.
Historically, Canada’s Start-up Visa has been viewed as a similarly founder-friendly pathway.
However, as of December 31, 2025 the Start-Up Visa Program has been paused.®

7.4.3. Competition and Compensation

Inthe U.S., higher competition for talent leads to faster compensation escalation. In major U.S.
hubs, startups compete not only with each other but with large technology firms and deep late-
stage ecosystems, which can drive rapid salary inflation and intense retention pressure. A 2013
report by TMU and The Dais found that tech workers in the U.S. were paid 46 percent more than
tech workers in Canada.*

Canada can be a more balanced hiring environment for startups, and can feel less aggressive for
startups building a North American team. Hiring cycles may be somewhat less frenetic than
overheated U.S. corridors, and teams can be easier to stabilize due to higher retention rates,
particularly in technical functions and cross-cultural environments.

7.5. Cost Comparison

51 https://www150.statcan.gc.ca/n1/daily-quotidien/221026/dg221026a-eng.htm

52 https://gpseducation.oecd.org/Content/EAGCountryNotes/EAG2023_CN_CAN_pdf.pdf

53 https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/start-
visa/designated-organizations.html

54 https://fsc-ccf.ca/wp-content/uploads/2023/10/Mind-the-Gap-Report-English.pdf
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The U.S. remains the largest and most liquid market for customers and capital, but it is also one of
the most expensive environments in the world to assemble a high-performing technology team,
particularly in major venture hubs. Canada’s core advantage is that it can often deliver comparable
talent and operating capability at a meaningfully lower burn rate, while remaining close enough,
commercially, culturally, and logistically, to access U.S. capital, customers, and partners.

7.5.1. Compensation Costs

Salary costs represent the largest expense category for technology startups, typically comprising
50-70% of total operating expenses. Canadian compensation, while reasonably competitive with
regional North American standards, is substantially below U.S. major-market rates. This
fundamental cost structure becomes the strategic core of Canada's value proposition.

The following table compares the base salary for various roles in Toronto and the San Francisco Bay
area.*®

Position Toronto San Francisco Disparity

Software Developer USD $65,078 USD $130,450 51% cheaper
Cybersecurity Engineer USD $66,028 USD $140,279 53% cheaper
Systems Engineer USD $65,000 usD $107,969 40% cheaper
Project Manager USD $59,648 USD $95,870 38% cheaper

Toronto salaries are consistent across technical roles, clustering around USD $63,750-66,000 for
mid-level engineers. San Francisco equivalents range USD $107,969-140,279. The gap persists
across alltechnical roles but varies in absolute dollars. Higher-paid specializations, such as
cybersecurity and senior roles, see wider absolute dollar gaps, though the percentage differential
remains consistent at 40-53%.

7.5.2.  Real Estate and Workspace Costs
Commercial office real estate in major Canadian tech hubs costs substantially less than U.S.
equivalents, with the gap widening outside downtown core districts. These differences compound

over the life of a startup, making location selection consequential to overall financial viability.

The following table compares the cost of downtown Class A office space in several Canadian cities
compared to the San Francisco area.®®

% https://whyottawa.ca/news/the-true-cost-of-doing-business-in-ottawa-vs-major-tech-hubs/
%8 ibid
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City Cost Equivalent USD Cost Advantage vs. SF
Toronto CAD $26-35.50/sq ft USD $19.50-26.63/sq ft 62-63% cheaper
Montreal CAD $18.20-23/sq ft USD $13.65-17.25/sq ft 73-80% cheaper
Vancouver CAD $33.17/sq ft USD $24.88/sq ft 64% cheaper

Calgary CAD $19.20/sq ft USD $14.40/sq ft 79% cheaper

The most dramatic advantage lies in secondary markets.?” Montreal's downtown Class A space at
CAD $23/sq ft (USD $17.25/sq ft) costs less than one-quarter of San Francisco's USD $69.74/sq ft.
Even Toronto's premium downtown location (CAD $35.50/sq ft) undercuts San Francisco by 49%.
Suburban options further reduce costs by 20-40%, enabling startups to locate in professional
districts outside downtown cores while maintaining access to transit and talent.

7.5.3. Healthcare Benefits

Canada’s universal healthcare system yields a major cost advantage for employers when it comes
to health benefits. Basic healthcare is publicly funded for all Canadian residents, so startups in
Canada do not need to purchase expensive private medical insurance for employees as they would
inthe U.S. In the U.S., providing health insurance is often one of the largest per-employee expenses
for a company. In 2025 the average employer-sponsored health plan cost nearly US$16,000 per
employee annually, with employers directly paying about US$12,900 of that on average.®®

Canadian companies, by contrast, generally only offer supplemental benefits, covering things like
dental, vision, and prescription drugs because the government already covers most essential
medical services. The average cost of a Canadian employer’s health benefits package was about
C$4,500 per employee in 2022%°. This is roughly one-third of the typical U.S. employer’s health
benefit cost.

7.5.4.  Corporate Taxation
Canada's small business tax environment, particularly the Small Business Deduction, provides
structural advantages for pre-revenue and early-revenue startups relative to U.S. corporate

taxation.®°

Canada:
e 9% on first $500,000 of active business income

57 https://2727coworking.com/articles/canadian-office-rent-levels

%8 https://www.benefitscanada.com/news/bencan/u-s-employer-health-care-costs-to-surpass-17000-per-
employee-in-2026-
report/#:~:text=Employers%20remain%20the%20primary%20payer%2C,for%20health%20coverage%20this
%20year

%9 https://benefluent.ca/blog/employee-benefits-costs-
canada#:~:text=According%20t0%20Benefits%20Canada%2C%20the,0f%20total%20compensation

80 https://www.commenda.io/incorporation/canada-vs-usa-incorporation/
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e Combined federal and provincial: 11-13% for qualifying small businesses
e Capital gains tax exemption available for CCPCs

e Federal corporate tax: flat 21%
e State taxes: 0-12% depending on jurisdiction
e Combined typical: 25-31% depending on state

The effective advantage for Canadian companies with less than CAD $500,000 in income is a 44-
45% lower effective tax than U.S. equivalents.®’

7.6. Canadavs. U.S. Government Incentives

Canada's government incentive structure for technology startups, encompassing R&D tax credits,
direct grants, and immigration pathways, substantially outpaces the U.S. during the critical early-
stage phase (0-36 months). While the U.S. offers sophisticated venture capital markets and larger
absolute market opportunities, it does not provide comparable non-dilutive funding support for pre-
revenue and early-revenue startups.

7.6.1. Canada’s Model

Canada’s innovation support system is built around two highly practical pillars for early-stage firms:
1) refundable tax credits for R&D performed in Canada, and 2) direct project funding and advisory
supports delivered through agencies with explicit mandates to help SMEs commercialize
innovation.

As described in the previous section, SR&ED tax credit program represents the largest government
funding initiative for innovative companies. It provides a 35% refundable credit for CCPC on eligible
R&D expenses. Refundable credit means immediate cash repayment, not tax deferral. The
refundable nature of the credit is fundamental to the program's utility. Unlike the U.S. R&D tax credit
(discussed below), which defers tax liability across future years, Canada's SR&ED provides
immediate cash returns regardless of company profitability.

For Japanese startup, the SR&ED value can depend heavily on corporate structure and Canadian
control. Many foreign-controlled Canadian subsidiaries can still access SR&ED, but often at the
basic rate of 15% rather than the enhanced rate of 35%. Therefore, careful consideration should be
made for where R&D is performed, what entity bears the cost, and whether a Canadian partner can
qualify for more favourable tax treatment.

Canada’s second pillar is direct non-dilutive funding paired with hands-on advisory support,
exemplified by NRC IRAP and other provincial and regional support programs. Across these
instruments, Canada’s practical advantage is that incentives can often be stacked, allowing
startups to combine grants programs like IRAP with refundable tax credits, and provincial supports.

7.6.2. The U.S. Model

51 https://www.doanegrantthornton.ca/insights/small-business-deduction-what-the-proposed-expansion-of-
eligibility-means-for-your-business/
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The U.S. also offers public programs and incentives, but they are more likely to be procurement-
linked, state-driven, and structurally complex for foreign entrants.

The U.S. R&D tax credit provides federal support for research and development, but with
fundamentally different cash flow characteristics than Canada's programs. The critical distinction
is that this is a tax credit, not a cash grant. Companies must carry the credit forward against future
tax liability, making it most valuable for profitable companies with substantial tax obligations.

At the federal level, the best-known early-stage non-dilutive mechanism is SBIR/STTR, which
historically requires participating agencies to set aside portions of their extramural R&D budgets to
fund small businesses.® However, as of September 30, 2025, the statutory authority for SBIR/STTR
expired, and SBIR.gov cautions that solicitations may be delayed, cancelled, or rescinded absent
congressional action, introducing real timing uncertainty for startups planning around these
programs.

Where the U.S. becomes especially complex is the state and local incentive layer. Many states offer
their own R&D tax credits and other incentives, but rates, eligibility definitions, carryforward rules,
and compliance approaches vary substantially by state. For foreign startups, this can create a
genuine governance and compliance burden.

In summary, the U.S. offers unmatched scale in risk capital, customers, and specialized talent, but
it typically comes with higher operating costs, greater competitive intensity, and a more complex,
state-by-state regulatory and incentive environment. Canada’s market is smaller, yet it provides a
comparatively stable and culturally accessible base for foreign founders, with lower overall costs
and a more navigable mix of public supports and innovation incentives. For many Japanese
startups, the most practical strategy is not choosing Canada instead of the U.S., but using Canada
as a cost-effective and lower-friction platform to establish North American operations, while
maintaining deliberate pathways to U.S. capital, customers, and strategic partners as the company
scales.

52 https://www.congress.gov/crs-product/R43695
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8. Strategic Pathways for Market Entry and Financing

Section 8 outlines practical pathways for Japanese startups to enter the Canadian market by
aligning financing and market entry strategies. It presents two complementary approaches,
milestone-based funding and partnership-led pilots, while highlighting the dual role corporate
venture capital can play in providing capital and accelerating market access.

8.1. Funding Pathways

A funding pathway is best understood as a sequenced financing plan that matches capital sources
to specific market-entry milestones (validation, pilots, first customers, scale). In practice,
Canadian financing is rarely a single instrument or a single investor type. It is typically a stack that
blends non-dilutive government supports, angel and seed capital for early-stage startups,
institutional venture capital for later-stage companies, and corporate venture capital (CVC) where
there is strong strategic fit.

8.1.1.  Capital Planning

A common pitfall for foreign entrants is to define the objective as “raising money in Canada,” rather
than defining the objective as financing a specific proof point. Canadian investors, like their peers
elsewhere, generally look for the achievement of key milestones, such as customer validation,
repeatable distribution, product readiness for the Canadian market, or a pipeline of near-term
opportunities. The funding strategy should therefore be built backwards from the proof points
required to unlock the next financing source.

8.1.2.  Non-Dilutive Supports

Canada’s ecosystem includes well-known non-dilutive or quasi-non-dilutive mechanisms,
including SR&ED tax incentives and NRC IRAP program discussed earlier. For Japanese startups,
the strategic question is whether the company’s operating footprint and work plan in Canada can
be structured to align with program rules without distorting the commercial plan. Where eligibility is
feasible, these supports can significantly improve capital efficiency.

8.1.3. Angeland VC Investment

Recent Canadian market reporting indicates that total VC activity has remained stable but seed-
stage financing has been comparatively constrained. For an entering startup, the practical
implication is that seed and pre-seed financing may require stronger evidence than in prior cycles.

For venture rounds beyond seed, Canadian financings often involve syndication and require clear
evidence that the company can scale beyond a single local market. The most robust narrative for
Japanese entrants is typically Canada as a beachhead (initial customers, pilots, R&D or product
localization, reference accounts), coupled with a credible expansion plan for the U.S. and globally.
This framing align with the way many Canadian VCs and growth investors evaluate outcomes,
particularly in sectors where Canadian strengths and clusters are pronounced.

8.1.4.  Corporate Venture Capital
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Corporate venture capital deserves explicit treatment in a funding pathway because it can provide
not only capital but also access to commercialization assets like distribution, credibility, technical
validation environments, and product integration pathways. Unlike purely financial investors, a CVC
may invest based on strategic synergies, not just return on investment. In Canada, CVC
participation is significant enough that it should be approached as a core part of the financing
landscape, and it is often particularly relevant for startups selling into enterprise markets.

To treat CVC as both financing and strategy, Japanese startups should establish three forms of
alignment early.

e Strategic Alignment: Clarify the operational hypothesis for why this corporate is the right
partner. Is the corporate a channel partner, a product-integrator, a data/validation
environment, or a future acquirer?

e Commercialization Alignment: Define the engagement plan, including investment, pilot
definition, security and compliance checks, implementation resourcing, success metrics,
and an internal executive sponsor.

e Governance Alignment: Keep terms investor-standard and avoid provisions that could deter
future institutional investors or constrain the company’s ability to sell broadly into the
market (for example, exclusivity expectations or strategic rights that create conflicts).

8.1.5. A Practical Sequencing Model
While every company’s pathway will differ, a common sequencing that fits Canadian realities is:

e Phase 1 - validate and localize: Establish early Canadian market learning, minimal local
footprint, and eligibility planning for non-dilutive supports where feasible.

e Phase 2 - pilot and reference customers: Raise seed or angel capital aligned to a defined
pilot-to-revenue plan, and choose instruments that preserve flexibility for later syndication.

e Phase 3 - scale with VC plus strategic leverage: Pursue institutional VC for scale, and
selectively engage CVC where it accelerates distribution or integration without restricting
the broader enterprise market.

In summary, the Canadian funding pathway is strongest when it is designed as a commercial
pathway, where capital sources are matched to measurable milestones, and recognizing that CVC
is a dual-purpose tool to provide financing plus market-entry acceleration.

8.2. Partnership and Pilot Pathways

The fastest and lowest-risk route to meaningful market entry in North America is not a financing
event, but a structured sequence of partnerships and pilot projects that produce real commercial
results. In Canada, pilots are often the bridge between early market validation and scalable
commercialization, helping confirm product-market fit, prove integration feasibility, and generate
credible reference accounts that can accelerate both enterprise sales and fundraising. The goal of
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this pathway is to run a pilot that converts into paid contracts, repeatable deployments, and
investable traction.

Startups seeking pilot projects and partnerships should be intentional about 1) which partner type
is being targeted, 2) what the partner needs to buy, and 3) how the success of the pilot will be
measured towards commercial adoption.

8.2.1.

Partner Archetypes

In practice, most Canadian pilots fall into a few recurring partner archetypes:

8.2.2.

Large enterprises and incumbent operators: These include banks, insurers, telecoms,
utilities, retailers, logistics providers, and large industrials. They are attractive pilot partners
because they can offer scale, distribution, data environments, and brand credibility.

Public sector organizations: Federal departments, provincial agencies, municipalities,
hospitals and health authorities, and public infrastructure operators can be high-value early
customers, particularly for deep tech, cybersecurity, climate, infrastructure, and health
innovation.

Channel partners and system integrators: For enterprise technologies, a channel or
integrator can be a useful first partner rather than a direct enterprise customer, especially
when the integrator already has relationships, procurement status, and delivery capacity.

Converting Pilots

A common failure mode in Canada is “pilot purgatory”: a pilot runs, results are vaguely positive, but
it does not convert into a paid deployment. Conversion is much more likely when the pilotis
designed as a commercial step with a clear champion and owner within the partner site.

Three design principles consistently improve conversion odds:

Define the Owner and Buying Path: The pilot should have a named sponsor in the business
unit that will ultimately own the budget. Innovation teams can be excellent entry points, but
they rarely control long-term procurement decisions. A pilot with only innovation-team
support often stalls when it moves from experimentation to operational adoption.

Specify Success Metrics: Metrics should measure outcomes the sponsor cares about and
the pilot plan should explicitly link those outcomes to a post-pilot commercial decision.

Resource Allocation and Timeline: Unanticipated steps including security questionnaires,
privacy assessments, implementation planning, data access approvals, and stakeholder
coordination, can easily be underestimated, consuming time and resources.
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8.3. Cultural Considerations

For Japanese startups entering Canada, culture differences can impact how quickly trust is built
and how efficiently commercial and investment relationships progress.

8.3.1. Communication and Responsiveness

Once investment or commercial discussions become significant, emails and follow-ups are often
expected promptly. This is less about urgency and more about maintaining momentum. Japanese
teams should plan for this cadence by assigning clear owners for follow-up and ensuring decisions
can be made quickly enough to keep opportunities moving.

8.3.2. Decision-Making

Decision-making in Canadian organizations is often distributed across functions. Even when a
senior leader supports a direction, progress typically depends on alignment among the business
owner, operations, legal, procurement, and IT/security. Canadian partners often expect startups to
engage these stakeholders early. For Japanese startups, the practicalimplication is to map these
stakeholders to reduce the risk of stalling or losing momentum.

8.3.3. Managing Disagreement

Canadian stakeholders often ask direct questions about risks and what remains unproven. This is
frequently a trust-building mechanism. Startups should respond with clear and credible answers
about what is proven, what is in progress, and what is needed to validate the rest. Brevity is
important: lead with the answer, add brief context, and close with next steps. Where uncertainty
exists, state it plainly and propose a plan to resolve it.

8.3.4.  Negotiation Norms

Negotiations in Canada tend to be pragmatic and closure-oriented. Investors and partners typically
value clarity on governance, roles, deliverables, liability boundaries, IP and data ownership, and a
path from pilot to scale. Startups should clearly articulate their needs while offering practical
approach that address the counterparty’s requirements.

8.3.5. Meeting Dynamics

Canadian meetings are often interactive, with open questioning and direct input from different
team members. Prepare in advance who will lead, who will answer technical questions, and who
will cover commercial terms. After meetings, a short-written recap with decisions, action items,
and timelines helps maintain momentum and reduces misunderstanding.

In summary, cultural fitin Canada is largely operational. Communicate clearly and promptly, map
stakeholders early, and follow through reliably. Japanese startups that adapt their cadence and
negotiation style to these norms tend to build trust faster and convert early conversations into
pilots and customers more consistently.
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9. Canadian Fundraising Success Stories

The following profiles highlight Canadian startups that have successfully raised capital through
multiple channels over their growth journey, from early seed and angel financing to strategic
corporate investment, venture capital, and other ecosystem supports. Each case illustrates how
Canadian startups often combine local strengths like universities, incubators, and public-sector
programs, with cross-border partnerships and internationally sourced capital, particularly from U.S.
investors, to accelerate commercialization and scale.

9.1. Waabi (Toronto)
9.1.1.  Company overview

Waabi is a Canadian autonomous-driving company developing an “Al-first” virtual driver system,
initially targeting long-haul trucking. A core element of its approach is a high-fidelity simulation
environment it calls “Waabi World” that is used used to train and validate autonomous driving
systems in a controlled, repeatable way. This architecture is intended to accelerate development
while improving safety assurance.

9.1.2.  Founding and Initial Investment

Waabi was founded by Al pioneer Raquel Urtasun, who immigrated to Canada in 2014 and became
a computer science professor at the University of Toronto, where she also co-founded the Vector
Institute for Al with Goeffrey Hinton. Urtasun was Chief Scientist and Head of R&D at Uber’s
autonomous technology group from 2017-2021.

After leaving Uber, Urtasun launched Waabi in June 2021 and immediately announced a US$83.5
million investment round, an unusually large first round for a Canadian startup. The lead investor
was U.S.-based Khosla Ventures, and included 8VC (U.S.) alongside Canadian investors Radical
Ventures, OMERS Ventures, and BDC Capital. The round also included participation by U.S.-based
strategic corporate investors Uber and Aurora Innovation.®

9.1.3.  Strategic Partnerships and Corporate Venture Capital

Waabi paired fundraising with U.S.-based strategic partnerships to develop channels for the
company’s technology. In 2023, Waabi announced a 10-year strategic partnership with Uber
Freight, using Uber’s U.S. freight marketplace as a route to access large trucking operations and
obtaining real-world learning data, an excellent example of pairing strategic partnership with
financing.5

In June 2024, Waabi raised a US$200 million Series B round led by Uber and Khosla Ventures, with
strategic participation from NVIDIA (U.S.) and major international corporates including Volvo Group
Venture Capital, Porsche Automobil Holding, Scania Invest, and Ingka Investments. The round also
included government-backed Canadian investors BDC Capital and Export Development Canada

83 https://techcrunch.com/2021/06/08/ai-pioneer-raquel-urtasun-launches-self-driving-vehicle-startup-with-
backing-from-khosla-uber-and-aurora
54 https://waabi.ai/insights/waabi-uber-freight
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(EDC), an excellent illustration of how global strategic investors and Canadian public-sector-
backed institutions co-invest in the same growth round.®

9.1.4. Follow-on Rounds

OnJanuary 28, 2026, Waabi announced that it had closed a further US$750 million Series C round,
co-led by Khosla Ventures (U.S.) and G2 Venture Partners (U.S.), and secured an additional
milestone-based future investment from Uber in connection with a new robotaxi partnership.® The
company said the capital will accelerate commercialization in autonomous trucking while
supporting Waabi’s expansion into robotaxis. As part of the partnership, Waabi will exclusively
deploy Waabi Driver-powered robotaxis on the Uber platform, with the goal to deploy over 25,000
Waabi-powered robotaxis over time.

9.2. Wealthsimple (Toronto)
9.2.1. Company Overview

Wealthsimple is a Canadian fintech company that was founded in 2014 by 2014 by Michael
Katchen, Rudy Adler, and Brett Huneycutt as a digital investing service, and has expanded into a
comprehensive and diversified suite of consumer financial products. It operates leading digital
investing and stock trading platforms in Canada, along with tax preparation and other services.

9.2.2. Founding and Seed Financing

Wealthsimple’s raised is its initial seed round of CDN$2 million in May 2014 from a syndicate of 15
angel investors, including well known executives in the Canadian financial services industry as well
as tech industry leaders. The investment round was closed in just over two weeks.®’

9.2.3. Ecosystem Support

Beyond capital, Katchen has publicly credited Toronto’s innovation ecosystem as a meaningful part
of Wealthsimple’s early momentum. He describes the local ecosystem, including universities and
research institutes, startup firms, angelinvestors and venture capitalists, as playing a hugely
important part in launching Wealthsimple. Wealthsimple also participated in the OneEleven startup
accelerator and the MaRS Financial Technology Cluster, placing the company within two of
Toronto’s best-known startup support environments during its formative period.®®

9.2.4.  Strategic Corporate Investment
A defining feature of Wealthsimple’s early funding pathway is that it secured strategic corporate

investment relatively early, an approach that can be especially valuable in regulated sectors like
financial services. In April 2015, Wealthsimple announced a partnership with Power Financial

8 https://www.reuters.com/technology/artificial-intelligence/autonomous-trucking-startup-waabi-raises-
200-mln-2024-06-18

88 https://techcrunch.com/2026/01/28/waabi-raises-1b-and-expands-into-robotaxis-with-uber

87 https://www.slideshare.net/slideshow/we-we-raised-2m-in-2-weeks/42358682

58 https://www.utoronto.ca/news/tech-innovation-and-toronto-according-wealthsimple-s-ceo
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Corporation, under which the company would invest $10 million in scaling the business, with the
ability to invest up to $20 million more over the next 12 months, and an option to make further
investments over the next three years.®® The investment was used primarily for expanding the
Wealthsimple team, enhancing marketing, and gaining access to experienced investment
professionals.

9.2.5. Large Follow-on Rounds

As Wealthsimple scaled nationally and broadened its product suite, it attracted several large
institutional rounds that attracted several U.S. and international investors. In October 2020,
Wealthsimple announced a CDN$114 million equity investment led by Technology Crossover
Ventures (United States), with participation from Greylock Partners (United States), Meritech
Capital Partners (United States), Two Sigma Ventures (United States), and Allianz X (Germany).” In
May 2021, Wealthsimple announced a CDN$750 million financing round at a CAD $5 billion
valuation, led by Meritech and Greylock (United States), and noted additional participants such as
DST Global (Cayman), ICONIQ Capital (United States), Dragoneer Investment Group (United
States), TCV (United States), and Allianz X (Germany), among others.”" In October 2025,
Wealthsimple announced an equity round of CDN$750 million at a CDN$10 billion post-money
valuation, co-led by Dragoneer (United States) and GIC (Singapore), alongside other investors
including Canada Pension Plan Investment Board and returning global funds.”?

9.3. Clearpath Robotics (Kitchener-Waterloo)
9.3.1.  Company Overview

Clearpath Robotics is a Canadian robotics company that began by building mobile robot platforms
used by researchers and industrial teams, and later expanded into industrial autonomous mobile
robots through its OTTO Motors division. In 2023, Clearpath (including OTTO Motors) was acquired
by U.S.-based Rockwell Automation, positioning the company within a larger North American
industrial automation platform.

9.3.2.  Ecosystem Support

Clearpath is closely associated with the Waterloo Region engineering ecosystem.”® The company
was founded in 2009 by four University of Waterloo Mechatronics Engineering graduates: Matthew
Rendall, Ryan Gariepy, Patrick Martinson, and Bryan Webb. In later reflections on the company’s
early years, Rendall credited the University of Waterloo’s co-op system and entrepreneurial
environment as foundational to their ability to start and grow a hardware-intensive business. He
also described how early participation in the incubation programs of the Accelerator Centre helped

8 https://www.newswire.ca/news-releases/wealthsimple-receives-up-to-30-million-investment-from-power-
financial-corporation-517430991.html

70 https://www.newswire.ca/news-releases/wealthsimple-announces-cad-114-million-investment-led-by-
tcv-to-transform-financial-services-in-canada-889996456.html

71 https://newsroom.wealthsimple.com/we-raised-750-million-were-using-it-to-make-money-easier-for-
everyone

72 https://newsroom.wealthsimple.com/wealthsimple-announces-750-million-equity-round-at-10-billion-
post-money-valuation-to-accelerate-growth

73 https://www.waterlooedc.ca/blog/building-robots-ga-clearpath-robotics-matt rendall
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the team navigate the realities of building a robotics company during a challenging economic
period.

9.3.38.  Early Financing

Clearpath’s early funding path reflects a classic syndication model for deep-tech companies:
modest early equity financing combined with non-dilutive public sector support. After its first year
of operation, Clearpath raised an angel investment of CDN$360,000 that enabled a pivot toward
providing unmanned vehicle platforms for research and inspection applications. The company also
received CDN$950,000 in non-dilutive support from FedDev Ontario to accelerate development
and commercialization of a remote software management system for mobile robots and to build
prototypes for client testing.”

9.3.4.  Venture and Strategic Corporate Investment

As Clearpath expanded from research platforms into industrial autonomy, it raised successive
venture rounds with a notable cross-border and strategic investor mix. In March 2015, Clearpath
announced a CDN$14 million Series A round led by U.S. venture firm RRE Ventures, with
participation from Canadian VC iNovia Capital.” In October 2016, Clearpath announced a US$30
million Series B round led by iNovia Capital, with participation from major U.S.-based strategic and
venture investors including Caterpillar Ventures and GE Ventures, along with Eclipse Ventures, RRE
Ventures, and Silicon Valley Bank.”®

In 2020, Clearpath announced a Series C round of CDN$40 million to support growth of OTTO
Motors. In January 2021, Clearpath announced a further US$5 million secure convertible note
financing with BDC Capital.”’

9.3.5. Acquisition

In September 2023, Rockwell Automation (United States) announced it had signed a definitive
agreement to acquire Clearpath, emphasizing that OTTO’s AMR capabilities would complement
Rockwell’s existing automation technologies and would be integrated with Rockwell’s software
businesses to support Al-enabled manufacturing applications.”

Clearpath’s trajectory ultimately illustrates a common late-stage pathway for Canadian industrial
technology firms: scaling with a blend of Canadian/U.S. venture and strategic capital, then joining a
larger U.S. company to accelerate commercialization and global reach.

74 https://www.canada.ca/en/news/archive/2014/11/investing-business-innovation-initiative-funding-
recipients-waterloo-region.html

78 https://clearpathrobotics.com/blog/2015/03/clearpath-raises-14-m-for-ethical-industrial-robotics

78 https://clearpathrobotics.com/blog/2016/10/clearpath-robotics-raises-30m-expand-indoor-self-driving-
vehicle-market/

77 https://betakit.com/clearpath-robotics-raises-40-million-cad-series-c-for-industrial-robot-division

78 https://www.rockwellautomation.com/en-nz/company/news/press-releases/Rockwell-Automation-
completes-acquisition-of-autonomous-robotics-leader-Clearpath-Robotics-and-its-industrial-offering-
OTTO-Motors.html
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10. Recommendations and Conclusion

This report has examined how Canada’s venture capital market functions in practice, and what that
means for Japanese startups entering Canada to build traction, raise capital, and expand across
North America. Canada offers Japanese startups a credible North American entry point, but
success typically depends on treating market entry and financing as a single, milestone-driven
strategy. Canada’s risk-capital system is layered (angels, VC, corporate capital, and government
support), regionally concentrated, and tightly connected to U.S. capital and markets. The most
effective entries involve choosing a pathway, building local proof quickly, and using Canada’s
incentives and partnerships to accelerate traction, while planning early for cross-border scale and
syndication.

10.1. Summary of Key Insights
Canada is a “layered” capital market, not a single investor channel:

e Compared to larger venture markets, Canadian financing is more often assembled as a
stack, with angels and networks at the earliest stages, VC at Series A/B, corporate
participation where strategic fit exists, and government programs that can materially
improve capital efficiency. Startups that treat these as complementary, rather than
sequential or isolated, tend to be more successful.

Capital and ecosystems are concentrated in a few hubs:

e Riskcapital, experienced operators, and high-density customer networks are most visible in
a small number of metropolitan ecosystems, with some regional industry clusters. For
Japanese entrants, your location in Canada affects speed to introductions, pilots, and
follow-on capital.

Seed and pre-seed conditions are challenging:

e Thereport highlights tightening in early-stage VC participation, reinforcing the practical
importance of angels, networks, and non-dilutive government supports, especially for
Japanese entrants who need time to localize, validate, and build relationships.

Syndication and cross-border participation are structural features:

e Canadian investments are frequently syndicated, and foreign participation becomes more
important as companies scale. For Japanese startups, this creates both an opportunity to
access more potential capital sources, and an obligation to prepare a cross-border strategy.

Canada can be a pragmatic platform for U.S. market access:

e Canada’s strategic value is not only the domestic market, but the ability to build traction at

lower cost and lower friction while remaining operationally close to U.S. customers,

partners, and investors. The strongest positioning is often Canada as a beachhead with a
credible plan for broader North American scale.
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Corporate pathways can be as important as VC:

e Corporate relationships, whether through CVC or commercial partnerships, can deliver
more than capital, including pilots, procurement pathways, credibility, and distribution. In
practice, these corporate relationships can help unlock investment opportunities more
quickly.

10.2. Recommendations for Japanese Startups

The objective of the recommendations below is to help Japanese startups sequence their actions
so they can build credible pathways to investment and partnerships, and avoid common execution
traps.

1. Choose a clear entry pathway and execute it in sequence.

Avoid trying to fundraise, run pilots, hire, and expand across multiple regions simultaneously.
Instead, select one of two pathways:

e Fundraising-led entry: raise capital to establish a Canadian beachhead and execute a
defined pilot-to-revenue plan.

e Pilot/partner-led entry: secure 1-2 anchor pilots (with clear success metrics and a
conversion path), then raise on measured outcomes and reference credibility.

The decision should be driven by your sales cycle length, regulatory burden, and ability to produce
near-term validation.

2. Validate that your solution works in Canada

Don’t assume interest in your product will translate automatically into sales or investment. Plan
early to produce the type of validation that Canadian customers and investors look for. This can
include:

e aclearly defined target customer in Canada.

e ashort list of priority sectors or use cases.

e one or two pilot projects with specific success measures.

e atleast one credible local reference.

These validation points make it easier to secure further partnerships, and raise capital on stronger
terms.

3. Pick a landing zone that matches customers, partners, and investor density.
Canada’s startup and investment ecosystem is concentrated in a few major hubs, and networks
tend to be relationship-driven and locally dense. Choose a primary hub based on where your best

early adopters and partners are most accessible, then build depth there before broadening
nationally.
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4. Design a capital stack, not a single raise.

Plan backwards from key milestones like local validation, pilot conversion, market expansion, and
combine equity and non-dilutive government tools where feasible, without distorting your
commercial plan. Where early VC is constrained, prioritize angel investors and strategic partners.
5. Use corporates for commercialization first, investment second.

Approach corporates with a clear strategic fit and a low-friction pilot proposal. Be sure to define the

internal champion, buying pathway, success metrics, resourcing, and timeline upfront. Treat CVC
as a powerful accelerator when it shortens the path to customers.
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