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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Since many of the industry's products are exported to China and South Korea, the industry's total exports are
expected to fall considerably, limiting potential revenue growth. For more detail, please see the International Trade
section.

· The level of international trade of industry goods is expected to fall in 2020 due to a volatile operating environment.
For more detail, please see the International Trade section.

· COVID-19 (coronavirus) may further decreased consumer demand for paper, due to the closure of many schools
and office buildings. This may increase the adoption of substitute products moving forward. For more detail, please
see the Demand Determinants section.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in this industry buy and lease log harvesting equipment and vehicles, which they then use to fell trees.

The trees are then transported as sawlogs to sawmills and pulp mills. Companies that are primarily engaged in the
breeding, planting or growing of trees are excluded from this industry and are instead classified under the Timber
Services NAICS code 11311.

Major Players West Fraser

Canfor

Main Activities The primary activities of this industry are:

Cutting timber

Transporting timber

Producing wood chips in the forest

The major products and services in this industry are:

Softwood logs and bolts

Hardwood logs and bolts

Pulpwood

Other
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Supply Chain

SIMILAR INDUSTRIES

Iron Ore Mining in Canada Sawmills & Wood Production in
Canada

Paper Mills in Canada Industrial Machinery & Equipment
Wholesaling in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Forestry and Logging in Australia Forestry & Logging in the UK Forestry and Logging in New
Zealand

Logging in the US

Logging in China      
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Industry at a Glance
Key Statistics

$12.1bn
Revenue

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

-1.5%

Annual Growth

2016–2026

 

$568.9m
Profit

Annual Growth

2016–2021

-3.4%

  Annual Growth

2016–2021

 

4.7%
Profit Margin

Annual Growth

2016–2021

-1.0pp

  Annual Growth

2016–2021

 

10,376
Businesses

Annual Growth

2016–2021

0.2%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

 

34,022
Employment

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

-1.0%

Annual Growth

2016–2026

 

$1.9bn
Wages

Annual Growth

2016–2021

2.0%

Annual Growth

2021–2026

-1.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.9%
Demand from wood product
manufacturing

-3.8%
Demand from paper mills

6.6%
Housing starts

1.5%
Canadian effective exchange rate
index

5.7%
Price of wood products

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

  Industry Globalization
Medium / Steady   Competition

Medium / Steady

NEGATIVE IMPACT

  Capital Intensity
High   Industry Assistance

Low / Steady

  Regulation & Policy
Heavy / Increasing

 

Key Trends

 Industry demand is strongly tied to the performance in
housing markets

 The industry has benefited from strong growth in the US
housing market

 New operators have entered the industry, helping fuel an
increase in total industry harvest

 Mountain pine beetle epidemic should continue to affect the
industry during the period

 Domestic housing starts are expected to decline

 Depleted forests will likely increase sawlog imports over the
next five years

 For the past two decades, the industry has experienced a
significant threat from the mountain pine beetle epidemic
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Demand from wood product manufacturing
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Executive Summary Log on: The industry is forecast to decline in response to a forecast drop
in housing starts in both Canada and the United States

The Logging industry in Canada supplies goods such as timber, pulpwood and wood chips to sawmills and pulp
mills to be further processed and manufactured into various wood products. Following a decade of uneven
performance leading up to the reporting period in response to declining harvest levels due to damage caused to
domestic forestland by the mountain pine beetle, the industry has improved over the five years to 2021. Harvest
levels grew during the reporting period and the industry has benefited from strong growth in residential housing
markets in both Canada and the United States, which imports significant quantities of downstream lumber. However,
more volatile domestic housing markets and weakened demand for paper, a key product of downstream pulp
markets, has decreased demand for pulpwood, a key industry product. Also, the spread of COVID-19 (coronavirus)
is expected to contribute to a decline in revenue in 2020, primarily as a result of a huge forecast decline in exports
that year. IBISWorld expects industry revenue to grow an annualized 0.4% to $12.1 billion over the five years to
2021, including forecast growth of 6.6% in 2021 as downstream demand improves following the pandemic.

Despite growing demand, there are threats to the industry. For the past two decades, the industry has experienced a
significant threat from the mountain pine beetle epidemic, which has damaged forests primarily in British Columbia,
killing more than half the total commercial lodgepole pine. Fires depleting the industry product supply has also been
an increasing concern for operators. According to the 2019 National Wildland Fire Situation Report from Natural
Resources Canada (latest data available), over the past 10 years, the average amount of wildland that has been
burned is 2.8 million hectares per year. This difficult operating environment has contributed to a decline in industry
profit over the past five years.

Over the five years to 2026, the industry is forecast to decline in response to a forecast drop in housing starts in both
Canada and the United States, due to strong growth during the previous period and high household debt levels.
Also, following the lapse of the latest softwood lumber agreement with the United States in 2015, the US
Department of Commerce placed countervailing and antidumping duties on Canadian lumber in 2017. This dispute
has begun to affect industry exports, which fell considerably over the five years to 2021. Overall, IBISWorld
estimates industry revenue will decline at an annualized rate of 1.5% to total $11.2 billion over the five years to
2026.
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Industry Performance

Key External
Drivers

Demand from wood product manufacturing

Sawmills and wood product manufacturers are the largest purchasers of industry products. Logging companies
deliver sawlogs to these mills for further processing. These manufacturers produce softwood and hardwood lumber
in addition to wood panelling products, which are normally destined for the residential housing market. When
sawmills experience increased demand for wood products, revenue for logging companies is expected to rise.
Demand from wood product manufacturing is expected to increase in 2021.

 

Demand from paper mills

Activity in the downstream Paper Mills industry in Canada (IBISWorld report 32212CA) is positively correlated with
demand for Canada's Logging industry. When demand for paper products decreases, demand for wood chips and
pulpwood falls as well, causing reduced sales for industry operators. Demand from paper mills is expected to
decrease in 2021, posing a potential threat to this industry.

 

Price of wood products

The price of wood products affects the revenue and profit of industry operators. When prices of wood products are
lower, industry revenue decreases and the reverse is true when the prices of wood products increase. The price of
wood products is expected to increase in 2021, representing a potential opportunity for this industry.

 

Canadian effective exchange rate index

Forest products are major exports for operators on the Canadian market. Therefore, the Canadian effective
exchange rate (CEER) index, which measures the value of the Canadian dollar compared with the currencies of
Canada's major trading partners, determines how affordable Canadian forest products are to foreign buyers. When
the CEER index increases, Canadian products are more expensive on the international market. The reverse is true
when the CEER index decreases. The CEER index is expected to increase in 2021.

 

Housing starts

A large portion of the industry's products is used in residential construction projects. Consequently, when the
number of housing starts decreases, demand for industry products falls, pulling revenue down. The reverse is true
when the number of housing starts rises. The number of housing starts is expected to increase in 2021.
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Current
Performance

Operators in the Logging industry in Canada cut trees into sawlogs and
produce wood chips in the field and the industry has a long history.

The most common downstream product is sawmill lumber, vast quantities of which are needed for the construction
of new homes or for use in home repair and remodelling projects. As a result, industry demand is strongly tied to the
performance in housing markets, both in the United States and Canada. Over the five years to 2021, the industry
has experienced volatile demand from domestic residential construction markets. Further, declining demand for
paper has diminished demand for some pulp products which are used as an input for making paper. Overall,
IBISWorld estimates that industry revenue has risen slowly, at an annualized rate of 0.4% to $12.1 billion over the
five years to 2021, including forecast growth of 6.6% in 2021 alone.

DOWNSTREAM DEMAND

Demand for harvested timber comes primarily from manufacturers of both
wood and paper products.

The majority of wood products, including lumber and wood panelling products such as oriented strand board, is
destined for use in residential construction. Nearly half of revenue from downstream sawmills (IBISWorld report
32111CA) is generated from exports to the United States. According to Natural Resources Canada, US producers
can only meet 70.0% of the country's softwood lumber needs, with Canada providing the majority of the remainder.
As a result, the industry has benefited from strong growth in the US housing market, with housing starts rising an
annualized 5.5% over the past five years. Low interest rates and favourable conditions helped lead to rising housing
starts during the majority of the reporting period.

Pulpwood, an industry product segment, is transformed by pulp mills (32213CA) into wood pulp for use by a variety
of industries, primarily paper mills (32212CA). Paper mills have experienced declining demand over the past five
years due to sharp drops in demand from downstream publishing industries, with newspaper and magazine
publishers experiencing poor results. As a result, the volume of pulpwood harvested has declined significantly over
the five years to 2021. This has helped limit revenue growth despite consistent demand for sawmill lumber.

LUMBER DISPUTE AND GOVERNMENT INTERVENTION

Historically, the United States and Canada have maintained a softwood
lumber agreement to facilitate trade between these products, as US
producers believe that Canadian products are artificially less expensive
due to differences in stumpage fees.

Following a complaint followed by US lumber producers, the US Department of Commerce announced
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countervailing and antidumping duties on Canadian softwood lumber in 2017. While this primarily relates to
downstream products, affecting prices and the amount sold, it can have an effect on industry prices. For example,
industry major player Canfor Corporation noted that prices for lumber products rose as much as 40.0% between
2016 and 2017. However, since the United States does not produce enough softwood lumber to meet all of its
demand, domestic products are still needed, resulting in a steady amount of trade between the countries.

To assist operators, the Export Development Canada and the Business Development Bank of Canada will make
loans and loan guarantees valued at up to $605.0 million for viable affected forestry companies. Further, $260.0
million in new funding was announced to expand overseas markets for Canadian wood products and to assist
affected workers.

INTERNATIONAL TRADE

The majority of international trade in forest products involves finished
forms of lumber, boards and panels, thus trade figures for timber are
more muted.

Over the past five years, the industry has experienced a significant decline in exports, which has also limited overall
revenue growth. Exports are expected to decline an annualized 13.1% to $463.7 million over the five years to 2021.
In 2020 alone, exports are forecast to fall 44.7% due to the complicated operating environment resulting from the
COVID-19 (coronavirus) pandemic. China has been a major source of demand due to changes in the country's
forest policies that have constrained logging activities. South Korea has been another major source of demand,
although weaker demand from that market over the past five years has contributed to the decline in exports.
Notably, the United States typically accounts for less than 30.0% of total exports, as it generally purchases
downstream finished products.

Industry imports are minimal, accounting for less than 5.0% of domestic demand in 2021. The value of imports is
forecast to decline an annualized 2.4% to total $375.8 million over the five years to 2021. Virtually all industry
imports come from the United States. Logging operators, especially in western states and provinces, typically sell to
sawmills on both sides of the border, depending mostly on proximity and pricing.

THREATS AND INDUSTRY STRUCTURE

Since the early 2000s, boreal forest areas in British Columbia and Alberta
experienced an epidemic of mountain pine beetles, which introduces a
fungus during its egg-laying process that can spread and kill a tree within
weeks.

According to the government of British Columbia, the infestation has killed nearly 55.0% of the province's
merchantable pine volume, although annual mortality figures have fallen since the crisis peaked in 2004. Notably,
infected or dead trees still produce sound wood if harvested within a few years and while the overall timber harvest
has fallen considerably, total harvest levels have risen slightly during the reporting period. Some of this has been
due to increases in annual allowable cuts on dead pine strands in some affected timberlands to enable industry
operators to harvest affected pine while it still has value. While the primary damage from the mountain pine beetle
has occurred in British Columbia, the infestation appears to be spreading slowly into Alberta

The total number of industry operators is expected to grow over the five years to 2021, with new players entering the
industry as the annual harvest has risen. IBISWorld estimates that enterprises will grow an annualized 0.2% to
10,376 locations over the five years to 2021. Accordingly, total industry wages are expected to grow an annualized
2.0% to $1.9 billion over the five years to 2021. As a result of higher wages and modest revenue growth, industry
profit is expected to be negatively affected during the period. Additionally, the spread of coronavirus is expected to
increase operating costs and cause supply chain disruptions, increasing expenses for operators. Industry profit,
defined as earnings before interest and taxes, is expected to account for 4.7% of industry revenue in 2021, down
from 5.7% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Housing
Starts

(Units)
2012 10,385 2,675 11,033 10,675 32,656 708 344 1,553 10,021 214,827
2013 11,071 2,897 10,196 9,993 31,060 946 363 1,521 10,487 187,923
2014 11,266 2,943 10,043 9,539 32,796 919 385 1,651 10,732 189,329
2015 11,627 3,315 10,422 9,647 32,844 812 472 1,747 11,287 195,535
2016 11,874 3,577 11,346 10,257 32,889 934 424 1,747 11,363 197,915
2017 11,569 3,571 11,129 10,613 35,494 960 380 1,787 10,989 219,763
2018 12,077 3,771 10,959 10,431 33,390 885 433 1,878 11,626 212,843
2019 11,740 3,618 10,732 10,243 33,223 803 404 1,877 11,341 208,685
2020 11,357 3,070 10,574 10,102 32,499 444 345 1,832 11,258 217,880
2021 12,103 3,696 10,890 10,376 34,022 464 376 1,924 12,015 253,000
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Industry Outlook
Outlook The Logging industry in Canada is expected to decline over the five years

to 2026.

While actual harvest levels are impossible to forecast, harvest totals have risen over the five years to 2021 following
a decade of declines due to complications from the mountain pine beetle epidemic. However, downstream demand
from housing markets in both Canada and the United States is expected to decline over the next five years, due to
strong growth during the previous period and high household debt levels. Overall, IBISWorld forecasts industry
revenue will fall over the five years to 2026, declining at an annualized rate of 1.5% to total $11.2 billion. IBISWorld
expects profit, defined as earnings before interest and taxes, to increase to 5.3% of revenue in 2026, aided by
growth in the price of wood products and an improved operating environment following expectations for successful
COVID-19 (coronavirus) vaccination efforts.

UNCERTAIN DOWNSTREAM DEMAND

Domestically, housing starts are forecast to decline over the next five
years, falling an annualized 3.3%, as high household debt levels are
expected to constrain demand, alongside expectations for growth in
interest rates.

Poor performance in domestic markets is expected alongside a forecast decline in US markets. US housing starts
are forecast to fall an annualized 1.6% over the next five years, which should reduce demand for Canadian lumber
manufactured by downstream markets, lowering demand for industry products.

Uncertain trade relations with the United States will complicate industry performance moving forward. There has
been no movement related to the softwood labour dispute since antidumping and countervailing duties were
announced on products from certain producers in 2017. It is unclear how long these duties will be in place, as both
countries have cited difficulties advancing negotiations. These duties will keep prices high and may lessen demand
for some products, although US residential markets will still use domestic goods to fill demand unmet by US
softwood lumber production.

More damaging, however, will be continued weakness in global demand for paper, which will continue to falter as
the use of digital products rises, rendering paper products increasingly obsolete. While downstream pulp mills have
begun pivoting toward the production of other paper products requiring pulp, weakness in the industry's largest
product segments will hamper demand.

MOUNTAIN PINE BEETLE EPIDEMIC

As more time passes, the full extent to which the mountain pine beetle
has negatively affected forests in British Columbia and Alberta over the
past decade will become clearer.

According to the government of British Columbia, the epidemic will have largely subsided in British Columbia by
2021. However, it is anticipated to result in the estimated death of almost 60.0% of marketable pine in the province.
While this is far below the 80.0% mortality rate initially projected in 2006, it is still a significant blow. Trees that were
killed over the past decade will deteriorate and effectively expire over the next five years, lowering their value and
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putting the onus on industry operators to use them while they still can. While damage in Alberta has so far been
fairly minimal, authorities have increasingly noted the presence of the beetle in various forest areas in Alberta, which
is responsible for close to 15.0% of total domestic harvested wood. Any significant damage to Alberta forests would
be a huge blow and if parties are unable to halt the spread of the beetle, the industry will experience difficulties.
Some larger operators such as Canfor Corporation and Resolute Forest Products Inc. have closed or curtailed
production at some domestic sawmills in response to constrained demand.

Still, domestic operators are expected to satisfy the vast majority of domestic demand, with the value of imports
forecast to decline an annualized 1.7% to total $345.1 million over the five years to 2026. Exports are also expected
to decline, due to modest international demand. The value of exports is expected to fall an annualized 1.3% to
$434.6 million over the five years to 2026.

FOREST STEWARDSHIP

The mountain pine beetle epidemic in recent years has been a test of the
Canadian government's commitment to sustainable forest management
policies.

Canada's forest stewardship policies are already strict, emphasizing a focus on sustainable forest management, an
approach that combines social, economic and environmental goals. This focus on sustainability is expected to
continue, as companies can gain access to increased business opportunities. For example, if a given buyer will only
purchase wood from certified sources, only qualified timber operations will qualify. Further, these certifications also
help prove that a company is committed to the environment, aiding its brand. Another expectation is an increased
emphasis on silviculture, the practice of controlling the establishment, growth, composition, health and quality of
forests and woodlands to meet various needs. Various technological advances will assist in these developments.
For instance, the use of drones and imaging technologies will increase as operators seek ways to more efficiently
survey and harvest land.

INDUSTRY STRUCTURE

Over the next five years, the poor outlook for the industry and the
continuation of the softwood lumber dispute with the United States is
expected to deter possible entrants.

Industry establishments are forecast to decline an annualized 0.6% to 10,577 facilities as operators attempt to
improve operational efficiency. As a result, industry employment is forecast to fall an annualized 1.0% to 32,312
workers over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Housing
Starts

 (Units)
2021 12,103 3,696 10,890 10,376 34,022 464 376 1,924 12,015 253,000
2022 11,588 3,647 10,785 10,299 33,129 446 358 1,868 11,501 218,000
2023 11,407 3,599 10,754 10,282 32,814 440 352 1,848 11,320 208,000
2024 11,379 3,591 10,695 10,232 32,734 439 351 1,843 11,291 210,000
2025 11,336 3,570 10,643 10,182 32,555 438 349 1,834 11,247 212,000
2026 11,231 3,536 10,577 10,122 32,312 435 345 1,819 11,142 214,000
2027 10,391 3,279 10,248 9,837 30,637 403 319 1,717 10,307 216,000
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry experiences minimal technological change

The industry has complete market acceptance of its products

IVA growth below overall Canadian GDP growth

The Logging industry in Canada is in the mature phase of its economic life cycle, characterized by slow
technological innovation and a pattern of consolidation activity among the industry's largest players. IBISWorld
estimates that industry value added (IVA), which measures an industry's contribution to the overall economy, is
forecast to fall at an annualized rate of 0.1% over the 10 years to 2026. By comparison, Canada's GDP is expected
to grow an annualized 2.0% during the same period. While this difference of forecast growth rates would typically be
indicative of an industry in decline, there are other factors that are representative of industry maturity.

For example, the industry has complete market acceptance of its products, the majority of which are used by
downstream sawmills to make wood products, primarily as inputs for construction materials. While cyclical swings in
construction markets can cause industry revenue to decrease or increase dramatically, in the long run, construction
is an integral part of both the US and Canadian economies, both of which are key sources of demand for industry
goods. The industry also experiences minimal technological change. While some new technologies have been able
to make the logging process safer and more efficient, for the most part, industry logging techniques have not
changed significantly in recent decades.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Paper Mills in Canada

Wood Pulp Mills in Canada

Paperboard Mills in Canada

Sawmills & Wood Production in Canada

Wood Panelling Manufacturing in Canada

Millwork in Canada

2nd Tier

Coated & Laminated Paper Manufacturing in Canada

Sanitary Paper Product Manufacturing in Canada

Paper Product Manufacturing in Canada

Office Stationery Manufacturing in Canada

Cardboard Box & Container Manufacturing in Canada

Key Selling Industries
1st Tier

Tractors & Agricultural Machinery Manufacturing in
Canada

2nd Tier

Machine Shop Services in Canada

Screw, Nut & Bolt Manufacturing in Canada

Products & Services

  Operators in the Logging industry in Canada are primarily engaged in
cutting timber, producing sawlogs and producing woodchips in the field.

Upon procuring these wood products, logging companies transport them to sawmills and wood pulp mills for further
processing. The principal products produced by the industry include softwood logs and bolts, hardwood logs and
bolts, pulpwood and other roundwood products.

SOFTWOOD LOGS AND BOLTS

The majority of timber harvested by industry operators comprises
softwood logs and bolts.

The dominant species of softwood include Douglas fir, amabilis fir, western hemlock, lodgepole pine, ponderosa
pine, Jeffrey pine and spruces such as black and white spruce. Softwood timber, which is primarily used for
residential construction, comes in varieties that are primarily found in British Columbia, especially pine varieties,
though spruce and other varieties are found in other provinces. Softwood timber is slightly less expensive than
hardwood tree varieties, typically because softwood varieties grow more quickly than hardwood trees and are more
widely available. This product's share of revenue increased significantly, due to growth in domestic and US housing
markets over the five years to 2021. In 2021, IBISWorld expects this segment to account for 74.6% of industry
revenue, up from 71.5% in 2016.
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HARDWOOD LOGS AND BOLTS

Some of the primary hardwood tree varieties include bigleaf maple, red
alder, trembling aspen, white birch, aspen poplar, balsam poplar and
other maple and oak varieties.

The lumber produced from hardwood trees is most often used in building construction, furniture building, musical
instrument production and flooring. Hardwood is generally more durable than softwood due to its greater density,
though it is slightly more expensive than softwood, limiting its use for larger building projects. One reason the lumber
of some hardwood trees is costly is that some varieties have been underplanted and overharvested, which has
reduced supply. Overall, hardwood is estimated to account for 14.9% of industry revenue in 2021, down from 15.5%
in 2016.

PULPWOOD

Pulpwood, which refers to timber that is used in paper production is cut
and processed in the field in preparation for being made into various
paper, paperboard and tissue products.

Inferior trees in a timber stand are normally selected for pulpwood production while healthier trees are converted into
sawlogs. Pulpwood is also used as a raw material for oriented strand board and as a source of renewable energy for
the bioenergy sector. The segment's share of revenue has decreased over the five years to 2021, as demand for
pulpwood from downstream paper producers has fallen. Revenue derived from the sale of pulpwood is expected to
account for 9.0% of industry revenue in 2021, down from 10.5% in 2016.

OTHER

The industry also produces a range of roundwood products such as
poles, posts, stumps, sticks, Christmas trees and fuel wood.

Roundwood products are used for signposts, building poles, animal enclosures and fencing, among other uses.
Revenue from these various product segments has decreased slightly during the period and is expected to account
for 1.5% of revenue in 2021, down from 2.5% in 2016.

Demand
Determinants

Demand in the Logging industry in Canada is primarily linked with the
downstream demand for wood and paper manufacturing.

The main products produced from sawlogs and wood chips include sawn timber, plywood and veneer, reconstituted
boards (e.g. particleboard and hardboard), pulp, paper products and other wood products such as poles and posts.
Domestic demand for these products is tied to housing market performance, consumer and business preferences for
paper-based products and trends in international trade. Related industries, such as furniture making, printing and
publishing, also influence demand for industry products.

North American housing market

The largest end market for lumber products is the residential construction market. Though Canada has vast forest
resources, the domestic population is comparatively small. As a result, a large portion of demand for construction
lumber comes from the much larger US housing market. Natural Resources Canada estimates that US producers
can only meet 70.0% of the country's softwood lumber needs, with Canadian lumber covering almost all of the
shortfall. As a result, given the relative size of US construction markets when compared with domestic markets,
trends in US residential construction carry more weight than those of the Canadian market. Furthermore, while
domestic housing starts are expected to grow at an annualized rate of 5.0% over the five years to 2021, US housing
starts are forecast to grow an annualized 5.5% during the same period.

In addition to housing starts, industry demand is also significantly affected by the level of remodelling activity, with
spending on residential renovations in both the United States and Canada growing over the past five years.

Electronic age

Consumers and businesses alike are increasingly making the switch to internet-based mediums for communicating,
advertising and consuming news media. As a result, businesses and consumers have been switching to electronic
forms of communication and information storage, reducing demand for office stationery such as envelopes, business
forms and applications forms. Additionally, in an effort to save natural resources, antipaper movements, such as the
push for a paperless office, have become more common over the past decade. Furthermore, while internet-based
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advertising has grown robustly in recent years, print advertising in magazines and newspapers has declined over
the past decade. Production data from Natural Resources Canada indicates that the volume of manufactured paper
products has declined steadily over the past decade.

Global competition

The presence of imported lumber goods creates increased competition for domestic operators, placing downward
pressure on timber prices. Canadian timber production has historically competed with US imports and vice versa,
with the vast majority of industry imports emanating from the United States.

Canadian-produced softwood lumber has been a contentious issue with US lumber producers for decades, as US
producers believed Canadian prices to be artificially low because harvesting fees, known as stumpage fees, for
Canadian timber are set by the government, which owns the majority of the country's timberland, rather than the free
market. However, over the past few decades the situation has been resolved via a series of agreements. The most
recent agreement had subjected downstream lumber products to certain tariffs and import quotas in the United
States if the market price fell below a certain value. That agreement lapsed in 2015 and following pressure from US
lumber producers, the US Department of Commerce placed antidumping and countervailing duties on Canadian
softwood lumber products. Until a new agreement is in place, downstream demand from the US housing market will
be somewhat constrained, as the prices for Canadian softwood lumber have increased in the United States.

Additionally, competition with other international enterprises for export markets also plays a significant role in
industry demand. About half of the industry's exports are now destined for China, which is a vast and growing
market for logs. However, Russia is also a primary competitor in this market, as the Russian Federation
encompasses 20.0% of the total global forest supply, with its proximity to China giving Russian log producers an
advantage.

Due to the moderate amount of globalization in the industry, operators have suffered as a result of the COVID-19
(coronavirus) pandemic, which has threatened global supply chains and trade opportunities. For certain operators,
particularly those that experience considerable import competition, the spread of coronavirus resulted in additional
opportunities in domestic markets. Overall, IBISWorld expects demand for industry products to fall moderately in
2020 as consumer uncertainty caused by the virus diminished downstream spending.

Major Markets

  SAWMILLS

The majority of products generated by operators in the Logging industry
in Canada are sold to sawmills for further processing.

After receiving logs from industry operators, sawmill companies sort the logs based on species, size and end use.
Sawmill workers then remove the bark from the logs and cut them into boards, beams, poles, siding and wood chips.
The majority of these wood products are then sold to lumber wholesalers, which primarily supply the residential
construction market. IBISWorld estimates that sawmills account for 72.7% of the industry's revenue in 2021, up from
69.9% in 2016. This market segment has grown over the five years to 2021 as the industry continues to recover
from the mountain pine beetle infestation alongside strong growth in housing starts in both the United States and
Canada during the period.

PULP MILLS

Logging companies that have wood chipping equipment produce their
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own wood chips in the field, which are then sold directly to pulp mills.

Pulp mills use the wood chips to produce paper, tissues and similar products. By-products generated by sawmills
supply most of the input requirements of pulp and paper manufacturers. However, pulp mills also purchase wood
chips and pulpwood from logging companies. Pulp mills are estimated to account for 19.3% of industry revenue in
2021, down from 20.5% in 2016.

EXPORTS

In 2021, exports are expected to account for 3.8% of industry revenue,
down from 7.9% in 2016.

The primary destinations for industry exports are to paper and wood product manufacturing industries in China,
Japan and the United States. Over the five years to 2021, exports are forecast to fall significantly, primarily as a
result of a decline of 44.7% in the value of exports in 2020 alone due to the COVID-19 (coronavirus) pandemic.

OTHER

While most industry products are treated and processed in downstream
mills for sale on the open market, some operators also sell goods directly
to consumers and retailers.

These products include Christmas trees and fuelwood. Over the five years to 2021, this segment is expected to
decline as a result of a decline in both exports and demand from pulp mills. Still, this market segment represents a
fairly modest share of total industry revenue.



Logging in Canada August 2021

21 IBISWorld.com

International Trade Exports in this industry are    Low and Decreasing

Imports in this industry are    Low and Decreasing

Exports

In 2021, exports are estimated to account for 3.8% of the Canadian Logging industry's revenue, with exports to
China accounting for the largest share of the total. As the world's largest importer of logs and wood pulp, demand
from China is important to overall industry performance. However, China is not alone, as together with Japan and
South Korea, these three Asian countries account for the bulk of the industry's list of top trading partners. In 2021,
China is expected to represent 49.3% of all exports, while Japan is expected to account for 13.6% and South Korea
for 5.9%.

Rounding out the industry's top four export locations is the United States, which is Canada's second-largest export
partner, accounting for an estimated 28.7% of the total in 2021. Notably, this figure is not closely linked to the
current softwood lumber dispute between the United States and Canada, which has endured for about 40 years.
The dispute primarily affects Canada's Logging industry by affecting demand for downstream lumber produced in
Canadian sawmills, which use industry timber as a primary input for their own products. Overall, exports are
expected to fall at an annualized rate of 13.1% to $463.7 million over the five years to 2021. This decline is primarily
a result of the COVID-19 (coronavirus) pandemic, which is expected to disrupt supply chains and fuel a decline in
exports of 44.7% in 2020 alone.

Imports

Industry imports were historically half the total value of exports. In 2021, imports are expected to account for 3.1% of
domestic demand in 2021. Imports are expected to fall at an annualized rate of 2.4% to $375.8 million over the five
years to 2021. The vast majority of imports come from the United States (99.9%), which is expected to continue to
hold a large share of imports moving forward, due to the size of the Logging industry in the United States (IBISWorld
report 11331) and transportation advantages that result from the United States' proximity to Canada. Both US and
Canadian logging operations are highly concentrated in the Pacific Northwest along its shared border. Logging
companies in this region supply product to sawmills and pulp mills on both sides of the border, depending on factors
such as proximity and prices received. The border closure in 2020 and 2021 due to the coronavirus pandemic is
expected to complicate trade between the two nations and contribute to a 14.5% decline in the value of industry
imports in 2020 alone.

Moving forward, imports are expected to continue to satiate a low portion of domestic demand, as Canada has vast
forest resources and therefore, little need to import industry products. Furthermore, the transportation costs involved
to ship goods from farther than the United States makes it prohibitively expensive for most imports.
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Business
Locations

  Western Canada

British Columbia houses the largest share of establishments for the Logging industry in Canada, with an estimated 33.4% of the
total in 2021. The Pacific Northwest in both the United States and Canada has historically been a stronghold for logging and
forestry industries. Logging operators moved west in search of forest resources to harvest timber and found vast forests in British
Columbia. Through the 20th century, as Canada's Logging industry grew, forest product companies tended to set up shop in the
region. Furthermore, some of the largest Canadian forest products companies, including West Fraser Timber Co. Ltd. and Canfor
Corporation, are headquartered in Vancouver, with the overall region on both sides of the border being full of sawmills ready to
receive logs. Overall, British Columbia accounts for more than two-fifths of domestic harvested wood according to the National
Forestry Database. The second-largest producer in western Canada is Alberta, which accounts for an estimated 7.0% of industry
establishments and an estimated 17.0% of harvested wood domestically. Industry operators based in Alberta have typically grown
off the base set by British Columbia and sell sawlogs downstream via the same supply chain. The share of production from British
Columbia has fallen in recent years, while the share of production in Alberta has risen, likely because the mountain pine beetle
has yet to devastate the Albertan forest industry.

Industry operators in both British Columbia and Alberta typically supply softwood timber varieties for use in construction, while
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loggers in Eastern Canada supply a large portion of pulp to paper mills. As it must meet specific size, shape and durability
requirements, construction-grade wood typically garners a higher price than pulpwood. Consequently, loggers in western Canada
that supply wood for construction purposes typically receive higher prices, resulting in greater revenue than loggers in eastern
provinces. As a result, the combined share of industry revenue generated in British Columbia and Alberta is higher than the
provinces' share of industry establishments.

Eastern Canada

Aside from the western provinces, Quebec (accounting for 32.8% of industry establishments and 20.0% of total production),
Ontario (14.1% of establishments) and New Brunswick (6.1%) are the only other provinces that account for more than 5.0% of
industry establishments. Loggers in these provinces are typically closer to historically large population centres where paper
manufacturing is well-established. Therefore, these establishments tend to supply lower-quality wood to paper mills, for which they
receive lower prices than construction wood harvested in western Canada.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Logging industry in Canada has a low level of market share concentration, with only three companies
accounting for more than 5.0% of the industry's revenue in 2021. The industry is, for the most part, highly localized.
Industry operators normally deliver logs and other wood products to mills within a 322.0-kilometre (200.0-mile)
radius of their location and the vast majority of industry establishments are small operations, as more than 90.0% of
industry establishments have fewer than 20 employees. While the industry does feature a variety of large and
vertically integrated companies that operate across North America and have dozens of manufacturing facilities
producing downstream products, the majority of industry revenue appears to be generated by small operators that
then provide goods to downstream mills. Furthermore, a significant amount of domestic logging is conducted on a
contract basis. According to 2020 figures from Statistics Canada (latest data available), more than 50.0% of industry
establishments were loggers that operated on a contract basis, cutting timber on a fee, often from a downstream
wood product manufacturer seeking to outsource logging operations. These contract-based loggers typically operate
in small crews of five workers, cutting timber and delivering it to sawmills.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Downstream ownership links:
Integration into other timber-based operations will strengthen the viability of a logging operation.

Must hold quota:
Loggers must comply with appropriate quotas and adequate timber allowances to ensure that tenures are renewed.

Appropriate physical growing conditions:
Since some loggers own or manage forests, they need to select the right biophysical conditions for the species
chosen for growing and harvesting.

Understanding government policies and the implications:
Since government policy varies at provincial and local levels, management of a logging operation must be aware of
these issues.

Ability to accommodate environmental requirements:
Canada's forest stewardship laws are very strict and operators must be able to practise sustainable forest
management according to regulation, which is important to preventing forest depletion.

Appropriate climatic conditions:
Weather conditions may constrain the amount of time that logging is possible during the year.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
estimated to account for 4.7% of industry revenue in 2021, down from
5.7% in 2016. However, profit varies depending on a company's scale
of operations. Larger companies in the industry typically have higher
profit due to economies of scale. Industry profit tends to also fluctuate
in line with downstream demand for logs and the value of logs, as
mismatches between supply and demand can cause significant
volatility in prices. Over the five years to 2020, rising wage costs have
helped lower industry profit.

 

  Wages

Wages constitute the second-highest expense for logging companies.
In 2021, labour costs are expected to account for 15.9% of industry
revenue, up from 14.7% in 2016. While revenue is expected to grow
slowly, wages are expected to grow at a much faster rate. Notably,
much of the industry's labour force is expected to continue to be low
skilled, which can keep labour costs fairly low in such a labour-intensive
industry.
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  Purchases

Purchases are the most significant cost for operators, accounting for an
estimated 32.7% of industry revenue in 2021, up from 32.5% in 2016.
Typical purchase costs include royalty payments to provincial
governments for access to timber from both public and private land. In
return for payment of royalties, loggers are permitted to cut and haul a
specified quota of logs for processing within a defined area of timber
stands. Significant costs are also related to the transportation of
industry goods, such as the purchase of fuel for the vehicles
transporting goods around, in addition to shipping and handling costs
for industry products travelling overseas. Other purchase costs include
fertilizers, pesticides, seedlings for replanting and other support
activities, such as fire control.

 

  Marketing

Marketing expenses are low for industry operators, accounting for an
estimated 0.4% of revenue in 2021, down slightly from 0.5% in 2016.

 

  Depreciation

In 2021, depreciation is expected to account for 9.9% of revenue for
industry operators, up from 9.7% in 2016. Operators invest in logging
trucks, chippers, stump cutters, log skidders, log splitters, delimbers,
grinders and saws, among other tools and machines. Depreciation's
share of industry revenue is especially high for players that conduct
logging on a contract basis. These companies are paid for the service
of cutting trees, thus, they do not pay royalty fees, meaning
depreciation makes up a greater share of total costs. Depreciation
costs have increased during the period as operators have increasingly
invested in new machines and technology, which increases the amount
of depreciable assets operators must maintain.

 

  Rent

Rent is estimated to account for 2.5% of industry revenue in 2021, a
figure that is expected to remain steady over the five years to 2021. It
tracks the rental of equipment, physical office spaces and storage
facilities.
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  Utilities

Utilities are estimated to account for 5.8% of industry revenue in 2021,
up from 5.5% in 2016. Most operators are fairly small and per unit
production energy costs tend to be high, which keeps this figure high as
a share of revenue.

 

  Other Costs

Other significant costs include expenses on advertising, legal fees,
insurance premiums and industry compliance costs, in addition to
investments in research and development. These costs are expected to
account for 28.1% of industry revenue in 2021, down from 29.0% in
2016.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  There is a medium level of competition within the Logging industry in
Canada.

IBISWorld estimates that there are about 10,500 companies in the industry, although each enterprise typically
operates within a localized geographic region. Competition is heaviest in British Columbia, which supplies Canada's
largest share of timber and holds more than one-third half of total industry establishments. Acquiring harvesting
rights and considerable start-up costs act as significant barriers to entry, which reduces the level of competition
within the industry slightly. Large logging companies can have a cost advantage over smaller ones through the use
of more efficient machinery, although logging is for the most part a localized activity, often without significant
economies of scale.

INTERNAL COMPETITION

Operators in the industry compete mainly on the basis of price.

The price of sawlogs needs to be minimized to compete with imports, particularly from the United States. Sawmills,
which are the largest buyers of industry products, seek to minimize expenses, therefore, logging companies
compete with one another to provide the lowest-priced products. The price of wood products can decrease by
supplying products to mills closest to the logging operation to minimize transportation costs.

A company's location is another point of competition within the industry. Proximity to downstream sawmills and
paper manufacturers can make a company more competitive as its wood products are typically more attractive due
to the reduced transportation expenses for moving the lumber. Therefore, locating closer to downstream customers
can increase a company's competitiveness. Furthermore, locating in a region with fewer competitors can lessen
price competition for industry operators.

The ability to establish supply contracts with sawmill companies is another basis of competition. Typically, contracts
can extend for multiple years; therefore, the ability to secure these contracts can ensure more stable demand for the
company's wood products.
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Companies that sell third-party certified timber can also gain a competitive advantage. Certified lumber is a desirable
green building product that typically commands premium pricing. Given increasing environmental awareness among
businesses and consumers, obtaining this certification can make timber products more competitive in the market.

EXTERNAL COMPETITION

Canada's Logging industry also competes with foreign logging
businesses.

The majority of companies that compete with Canadian timber are almost entirely located in the United States.
Industry operators that export logs are also enduring increasing competition in markets in China, where the forestry
and wood product manufacturing sector capacity is rapidly expanding. However, while imports have risen during the
reporting period, they still account for less than 5.0% of domestic demand. In 2020, the COVID-19 (coronavirus)
pandemic disrupted industry trade and fuelled a 14.5% decrease in industry imports. The decrease in imports
caused by the coronavirus benefited operators but those gains were offset by losses in exports, which fell 44.7% in
2020.

Operators also compete with wood substitute products. Substitute products compete with wood products in most
downstream industries and have gained substantial market share. For example, window and doorframes of
aluminum and vinyl have grown in popularity over the past 10 years. Other substitute materials include steel,
concrete, glass, fibreglass and various composite materials. Thus, key determinants of demand for Canadian logs
are product quality and price relative to logs from other countries and substitute building materials.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing

  The Logging industry in Canada has medium barriers to
entry, primarily given the number of regulations and
policies that logging companies must comply with, in
addition to the high level of competition within the
industry. Industry regulations primarily focus on
environmental factors and include the Species at Risk
Act, the Fisheries Act, the Canadian Environmental
Assessment Act and the Forestry Act, which regulate
environmental effects on timber tracts and harvesting
operations. Although there is a high level of regulation,
the industry does gain assistance from the Canadian
Forest Service and industry associations such as the
Forest Products Association of Canada.

Start-up costs vary depending on the scale of operations
and location differences. New entrants will need to invest
in significant capital to begin a logging operation. Typical
equipment includes chippers, saws, logging trucks, log
loaders, feller bunchers, log skidders and log splitters.
Industry operators require a strong understanding of a
variety of forest issues not directly related to logging, such
as an understanding of tree breeds, terrain, pest control,
fire control and risk management.

Another barrier to entry is the availability of timberland.
Most timberland is owned by the government, which
leases access to companies on a long-term basis and the
majority of available timberland is already being managed
by industry operators, so new entrants will have difficulty
gaining access to land. Other barriers to entry include the
prearranged contracts between logging companies and
downstream mills, which can make it difficult for new
entrants to find markets for their products.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  Globalization within the Logging industry in Canada is moderate, with the majority of companies operating domestically,
selling wood products to mills within a 322.0-kilometre (200.0-mile) radius of their location. However, some of the
industry's larger players are vertically integrated multinational operators. For example, industry players West Fraser
Timber Co. Ltd. and Resolute Forest Products Inc. have manufacturing operations in the United States and sales
representatives across dozens of countries, finding markets for Canadian lumber products across the world. Major US
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industry operator Weyerhaeuser Company also has operations in Canada.

As operators sell wood products to downstream industries, companies are affected by price and demand changes in the
global lumber trade. Increases in the supply of timber from major exporting countries, such as the United States, China
and Brazil, typically lead to decreased lumber prices and deferred harvesting on the part of industry operators.
Conversely, standing timber prices usually rise in response to curtailed global lumber supply.

If foreign industry products are restricted from entering the domestic market due to the COVID-19 (coronavirus)
pandemic, smaller domestic operators, which are not exposed to business losses in other countries, may be able to
capitalize on higher product prices and diminished external competition. Ultimately, it is expected that larger operators,
with higher levels of global exposure, will disproportionately experience the negative effects of this outbreak.
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Major Companies

Major Players West Fraser Timber Co. Ltd.

Market Share: 9.1%

  Founded as a sawmill in Quesnel, BC, in 1955, West Fraser Timber Co. Ltd. (West Fraser) has grown to become
one of the largest forest product producers in Canada. Today, the company is headquartered in Vancouver and has
more than two dozen mills across western Canada and the southern United States. The company employs 8,115
workers across its three business segments, which include lumber; panels, corporate and pulp and paper. West
Fraser's main product is lumber, with an estimated two-thirds of the company's total revenue coming from its lumber
segment. According to the company's 2020 annual report (latest data available), West Fraser's revenue was $5.9
billion in 2020.

West Fraser participates in the Logging industry through its extensive woodlands operations. The company has
timber tenures in British Columbia and Alberta, with close to 60.0% of its total tenures being located in Alberta. In
2020, West Fraser's Annual Allowable Cut (AAC) totalled 13.2 million cubic metres. This harvest is enough to supply
some 80.0% of the wood needed by company sawmills and it purchases the remainder from other sources. In recent
years, the company has sought to increase its supply of wood. For example, in 2017, West Fraser acquired six, US-
based sawmills from the Howard Gilman Foundation.

Similar to many other companies in the industry, West Fraser's operations have been hindered by damage resulting
from the mountain pine beetle infestation in British Columbia, which has complicated industry logging activities. Over
the past several years, the authorities in British Columbia increased the AAC on dead pine stands while limiting the
harvest of nonpine species. In total, the AAC in the interior has been reduced during the reporting period and the
AAC in several West Fraser operating areas has fallen. Having such a large portion of its operations in British
Columbia and Alberta has left West Fraser especially vulnerable to these external events.

Financial performance

Nearly all the timber produced from West Fraser's logging operations is used in the company's sawmills to
manufacture wood products, for sale primarily in Canadian, US, Japanese and Chinese markets. Over the five years
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to 2021, the company's industry-relevant revenue is forecast to grow an annualized 2.2% to reach $1.1 billion. The
closure of several sawmills during the first half of the reporting period diminished its internal demand for lumber and
the company noted that its supply needs declined between 2017 and 2018. However, demand is expected to surge
in 2021 due to renewed demand from operators in international markets and a forecast increase in building activity
both domestically and in the United States. Ultimately, revenue is expected to grow as downstream demand has
increased alongside strong product prices. Accordingly, industry profit, defined as earnings before interest and
taxes, is expected to grow an annualized 3.1% to $71.5 million over the five years to 2021.

 
West Fraser Timber Co. Ltd. (industry-relevant operations) – financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 988.1 N/C 61.5 N/C
2017 970.8 -1.8 56.7 -7.8
2018 755.7 -22.2 48.6 -14.3
2019 829.6 9.8 56.3 15.8
2020 837.9 1.0 52.9 -6.0
2021 1,099.0 31.2 71.5 35.2

Source: Annual Report and IBISWorld
Note: *Estimates

Canfor Corporation

Market Share: 6.5%

  Founded in 1966, Canfor Corporation (Canfor) is a major integrated forest products company with operations across
North America. Based in Vancouver, the company employs 7,111 workers at its production facilities across British
Columbia, Alberta, Ontario and the United States. Of this total labour force, close to two-thirds work in the
company's Canadian facilities. Canfor's primary operating segments are lumber and pulp and paper. Additionally, it
also runs a growing green energy business. The company's lumber operations have a capacity of nearly 14.0 million
cubic metres (5.9 billion board feet), making it one of the largest domestic producers of sawmill lumber. Company
products are sold worldwide, with more than half its revenue generated from US sales. According to the company's
2020 annual report (latest data available), Canfor's revenue totalled $5.5 billion in 2020.

Canfor participates in this industry through its woodlands operations and harvests timber under forest tenures it
holds in British Columbia and Alberta. Across all of its woodland operations, the company has an allowable annual
cut (AAC) of about 15.0 million cubic metres, of which it harvested only 10.3 million cubic metres in 2020. This
represents about 3.0 million cubic metres of lost production compared with 2018, something that Canfor attributed to
sawmill curtailments and closures in British Columbia as a result of wildfires and the mountain pine beetle. The
mountain pine beetle's presence has steadily expanded in Alberta, so the company has changed its harvesting
tactics to arrest the spread of this contamination and limit the damage. All the logs felled by Canfor's woodlands
operations are sent to the company's sawmills, although it also purchases logs from outside sources.

In recent years, Canfor has sought to expand its reach into different geographical markets, by growing its green
energy business and purchasing several companies, both in the United States and Canada. For example, in 2016,
Canfor acquired Wynndel Box and Lumber Ltd. in British Columbia for $40.3 million. In 2015, Canfor completed
construction on two pellet plants in Canada, which convert sawmill residue into sustainable wood pellets that serve
as a green energy source. The acquisition of Wynndel Box also came with timber tenures that enabled it to increase
its AAC.

Financial performance

Canfor's industry-relevant revenue is expected to decrease at an annualized rate of 1.6% to $789.2 million over the
five years to 2021. This is partially attributable to the fact that industry-relevant grew 19.9% to start the period, giving
the company a high base of revenue to start from. However, the primary reason has been the loss of production in
British Columbia, resulting in a diminished harvest and leading to a 33.0% decline in industry-relevant revenue in
2019. For comparison, Canfor's harvest increased 22.0% between 2016 and 2017, helping it increase revenue
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nearly 20.0%. Notably, not only is Canfor one of the largest operators in the industry, it is also a major purchaser of
industry logs. In fact, Canfor is estimated to account for the purchase of more 6.0% of the total domestic harvest for
use in its own production facilities. Canfor's industry-relevant profit, defined as earnings before interest and taxes, is
also expected to fall, at an annualized rate of 1.0% to $50.2 million over the five years to 2021.

 
Canfor Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 856.3 N/C 52.7 N/C
2017 1,026.8 19.9 60.3 14.4
2018 1,032.6 0.6 67.8 12.4
2019 692.0 -33.0 46.4 -31.6
2020 722.3 4.4 45.7 -1.5
2021 789.2 9.3 50.2 9.8

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Resolute Forest Products Inc.

  Market Share: 5.3%
  Headquartered in Montreal, Resolute Forest Products Inc. (Resolute) is a major forest product producer in Canada

and the United States. The company employs 7,100 people and either owns or operates 40 pulp and paper mills
and wood products facilities in the United States and Canada, in addition to power cogeneration facilities in the
United States and Canada and hydroelectric dams in Canada. Resolute's primary manufactured products include
newsprint, specialty papers, market pulp and wood products and it is notable for having the largest newsprint
production capacity of any company in the world. According to the company's 2020 annual report (latest data
available), Resolute generated $2.8 billion in total revenue in 2020.

Resolute has long-term harvesting rights in Ontario for 4.7 million hectares (11.5 million acres) of timberlands and
the company has an AAC of 4.4 million cubic metres in Quebec. Similar to many forest products companies, third-
party accreditation for sustainable forest management is a large part of its long-term strategy, both to ensure
continual supply and to please environmentally conscious buyers of its products. In February 2020, Resolute
announced it would begin production of cellulose filaments, a sustainable biomaterial produced from wood fibre, at
its paper mill in Quebec, signalling efforts to further expand its revenue base. While 100.0% of company-managed
timberlands are certified by independent third parties, several timberlands have had their Forest Stewardship
Council certification suspended or terminated since 2014, in response to disputes over wildlife protection and
territorial disputes between two First Nations and the Quebec government. In response, the company has instituted
a fibre-tracking system at all of its North American facilities to ensure wood fibre supply comes from acceptable
sources. In 2021, Resolute is expected to generate $647.2 million in industry-relevant revenue.

Western Forest Products Inc.

  Market Share: 2.8%
  Headquartered in Vancouver, Western Forest Products Inc. (Western Forest) is an integrated forest products

company that manufactures wood products sourced from the coast of British Columbia. The company employs
about 3,000 workers and operates seven sawmills and one remanufacturing facility, all in British Columbia, with
each facility capable of manufacturing a variety of lumber products. According to Western Forest's 2020 annual
report (latest data available), the company's overall sales totalled $964.9 million in 2020.

Western Forest's industry-relevant operations are all located in British Columbia and the vast majority of the
company's log production takes place at its timber tenures on Vancouver Island. The company sources wood fibre
from five primary tree species and its timber tenures give it an annual allowable cut of more than 6.0 million cubic
metres of timber. Unlike larger companies in this industry, Western Forest sells a sizable number of the logs it
harvests to downstream forest products companies, although it also has significant manufacturing capabilities of its
own. The company adjusts the proportion of harvested logs that it decides to sell as opposed to using them in its
own sawmills based on how competitive pricing is in any given year.

In 2019, the company's industry-relevant revenue fell 46.7% as a result of strike action by the United Steelworkers
Local 1-1937 (USW), which commenced July 1, 2019. This strike was combined with an already challenging
operating environment in Western Canada, as a result of the mountain pine beetle and several wildfire outbreaks.
Western Forest tried to take steps to minimize the damage caused by the strike, such as selling unencumbered
inventories and expanding wholesale programs, but the decline was still significant. With the strike finally resolved,
IBISWorld expects Western Forest's operations to begin a return to normalcy. In 2021, Western Forest is expected
to generate $337.1 million in industry-relevant revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Logging industry in Canada has a relatively high level
of capital intensity, with industry operators expected to
spend $0.62 on capital investment for every $1.00 spent on
wages in 2021. Capital investments for industry operators
include specialized vehicles and logging equipment.
Typical logging equipment includes machines such as
logging trucks, chippers, stump cutters, log skidders, log
splitters, delimbers, grinders and saws. These capital
expenditures are generally meant to provide the tools to
maintain vast tracts of forestland while keeping costs low or
providing mechanisms to automate processes, enabling
companies to save money on labour costs. Capital
investment by industry operators have increased slightly
over the five years to 2021. However, while operators have
invested in machinery and technology, wage costs have
risen as well and lowered the level of capital intensity in the
industry during the period.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change
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  The Logging industry in Canada is not being significantly disrupted by
technology.

Downstream products have continued to be in high demand for various purposes, such as for construction or paper, which
contributes to demand for this industry. While recycling technology is improving, permitting for more efficient yields at lower
prices and potentially disrupting the Logging industry, it is not at the point in which recycled wood and paper products are
the majority of the market. However, as recycling technology advances, it is expected that long-term demand for logs for
the use in paper manufacturing will likely be more limited. While new building materials are always been researched and
explored, none have proven a viable replacement to industry products at this time.

The level of technology change is    Medium

  The selection of tree varieties in the Logging industry in Canada has improved
and new types of trees are being developed using tissue culture techniques.

Biotechnology and genetic engineering are also being used, offering the possibility of tailored trees that grow faster and are
more resistant to pests and disease. Government organizations and universities focused on resource management and
sustainable forestry tend to lead this research.

The equipment used in logging has not gone through any revolutionary changes in recent years. Nevertheless, small
adjustments to specific features of certain equipment can make logging operations safer and more efficient. Mechanization
has made several tasks operable remotely, which improves safety for workers and saves time. Digital integration in
operator equipment can make measurements much more precise. For example, contemporary fully mechanized processor
heads can measure, buck and delimb trees into optimum log lengths remotely, which drastically reduces reliance on
manually operated chainsaws. Hot saws mounted to a boom from a feller buncher can cut trees without damaging any of
the wood or surrounding trees, reducing waste and preventing worker injury.

Furthermore, a greater number of companies in the industry began using helicopters rather than simply transporting lumber
by truck to nearby sawmills and pulp mills. Additionally, feller bunchers have increasingly replaced individual loggers in
second-growth forests. The use of drones for forestry uses, especially for surveillance and monitoring purposes, has been
begun but is likely not widespread. For instance, industry major players such as Canfor Corporation and West Fraser
Timber Co. Ltd. have begun using drones to identify preferred forest road locations in difficult terrain and to map debris.
Some companies are also incorporating technology such as Lidar into fibre surveying methods, since improving the ability
to survey timber tenures can enable operators to improve the sustainability of their harvesting methods.

New technology and equipment have also been developed to attack specific challenges in logging. For example, Triton
Logging Inc. (Triton) has specialized its operations in underwater logging, specifically targeting forested areas that have
been submerged in lakes created by dammed rivers. To this end, Triton developed two proprietary underwater harvesters
called the Sawfish Underwater Harvester and the Sharc Harvester for deep and shallow water, respectively. US patents
protect both harvester models.

Revenue
Volatility

The level of volatility is    Medium
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  The Logging industry in Canada has endured low to moderate levels of
revenue volatility over the five years to 2021.

On average, revenue has fluctuated 5.8% per year over the past five years. Industry revenue is primarily a function of the
prices of industry products and the total amount of timber harvested and sold in a given year. Fluctuations in prices for
downstream goods such as sawmill lumber can also affect the prices industry operators charge for their products. Further,
demand for wood tends to grow fastest with growth in construction activity in North America and Asia, as Asian countries
such as China and Japan have become increasingly important trading partners for Canada's Logging industry.

Industry volatility is mitigated to some extent by the fact that the amount of wood harvested in a given year is closely
moderated by government officials, as a result, the volume of wood harvested does not change significantly on a yearly
basis.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

SUSTAINABLE FOREST MANAGEMENT

Canada contains 9.0% of the world's forests, 94.0% of which is owned and
managed by provincial, territorial and federal governments.

Canadian forest regulations are among the strictest in the world. All logging operations in the Canadian Logging industry
are subject to Canada's policies designed in accordance with sustainable forest management (SFM) principles, which
provide for the long-term health of Canadian forests by balancing competitive use in the short term with the need to
maintain forests for future generations. While many regulations are meant to prevent overcutting and illegal logging, SFM
as an approach takes into account other components of the forest as well, including wildlife, biodiversity, soils, water,
resource-dependent communities and scenery.

Forest management plans are usually implemented by provincial and territorial governments, which have jurisdiction over
forests. Provinces and territories use different methods to grant tenure to companies that wish to engage in logging.
Typically, tenure arrangements grant individual operators the right to manage a particular plot of forest and the right to
harvest a certain amount of timber from that plot annually. In exchange, logging operators have to pay royalties, commonly
known as stumpage fees. Stumpage fees usually vary depending on the type of timber and the region where it is harvested
and often fluctuate from year to year.

TENURE CONTRACTS

Most provinces grant either long-term or short-term tenure contracts,
effectively permitting a company access to the land's resources in exchange
for stumpage fees for the duration of the contact.

Long-term contracts that tend to be 20 years are renewable, which encourages responsible stewardship of the land. Short-
term contracts, which last five years, incentivize responsible resource management less, but its typically not renewable and
the percentage of the area's timber available for harvest is smaller. A company's tenure is typically measured by annual
removal, also referred to as its annual allowable cut (AAC). The AAC of each timber region is reviewed by that regions chief
forester, generally during five- to 10-year periods and specific developments affecting the health of a given forest region
can result in yearly reductions or additions to a region's AAC.

CERTIFICATION

In addition to provincial sustainable forestry laws, Canada uses a system of
third-party certification.

According to Natural Resources Canada, certification carries three primary benefits: permitting consumers to consider
sustainable production as a factor in their purchasing decisions; permitting companies to show they manage woodlands
responsibly and permitting the public to value certification for improving forest practices across the world. There are three
primary certification systems in Canada, which include the Canadian Standards Association, the Forest Stewardship
Council and the Sustainable Forestry Initiative. Nearly half of Canada's forests are certified under one of these three
systems and this figure has steadily risen over the five years to 2021.

CANADIAN BOREAL FOREST AGREEMENT

Forest products companies enter into other forms of self-governance as well.
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In May 2010, the Canadian Boreal Forest Agreement (CBFA) was signed by 18 member companies of the Forestry
Products Association of Canada (FPAC), the Association itself and seven Canadian environmental NGOs. This agreement
directly applies to more than 73.0 million hectares of public forests licensed to FPAC member companies across Canada.
The main goals of the agreement consist of implementing sustainable forest management practices and producing
ecosystem-based management guidelines that companies can use to improve forestry practices, protecting wildlife,
improving the overall prosperity of the Canadian forest sector and taking action on climate change as it relates to forest
conservation.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

The Logging industry in Canada does not benefit from any protective import
tariffs, nor does it receive any government subsidies in the traditional manner.

However, a decades-long dispute between US and Canadian forest product industries led the London Court of International
Arbitration to decide that Canadian loggers benefit from subsidies by way of stumpage fees.

In the US market, stumpage fees are purchased at competitive tender. When demand increases, stumpage fees rise, then
when demand is weak, stumpage fees fall. However, in Canada, the majority of forestland is owned by provincial
governments that set stumpage fees administratively rather than by market rates. The disparity in US and Canadian
stumpage fees was ruled a subsidy. The 2006 Softwood Lumber Agreement (SLA) restricts Canadian exports to the United
States at low prices. When softwood lumber prices fall below a certain threshold, a mixed tariff/quota regime is
implemented on Canadian exports. However, this agreement expired in late 2015 and following pressure from US lumber
producers, the US Department of Commerce placed anti-dumping and countervailing duties on downstream softwood
lumber products in 2017. While there have been a variety of discussions related to the issue between the two countries
since that time, there has been no clear resolution as of yet.

Canadian governments, in response to COVID-19 (coronavirus), supported a relief fund to ease the burden experienced by
residents and certain industries. For example, Ottawa announced a $1.1 billion dollar fund to support various benefits,
insurance programs and work sharing programs. Additionally, operators were able to take advantage of tax deferrals and
improved access to credit and loans to remain liquid. The Canada Emergency Business Account provided interest-free
loans to small businesses of up to $40,000. Large operators were able to apply for bridge financing through the Large
Employer Emergency Financing Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing

Starts (Units)
2012 10,385 2,675 11,033 10,675 32,656 708 344 1,553 10,021 214,827
2013 11,071 2,897 10,196 9,993 31,060 946 363 1,521 10,487 187,923
2014 11,266 2,943 10,043 9,539 32,796 919 385 1,651 10,732 189,329
2015 11,627 3,315 10,422 9,647 32,844 812 472 1,747 11,287 195,535
2016 11,874 3,577 11,346 10,257 32,889 934 424 1,747 11,363 197,915
2017 11,569 3,571 11,129 10,613 35,494 960 380 1,787 10,989 219,763
2018 12,077 3,771 10,959 10,431 33,390 885 433 1,878 11,626 212,843
2019 11,740 3,618 10,732 10,243 33,223 803 404 1,877 11,341 208,685
2020 11,357 3,070 10,574 10,102 32,499 444 345 1,832 11,258 217,880
2021 12,103 3,696 10,890 10,376 34,022 464 376 1,924 12,015 253,000
2022 11,588 3,647 10,785 10,299 33,129 446 358 1,868 11,501 218,000
2023 11,407 3,599 10,754 10,282 32,814 440 352 1,848 11,320 208,000
2024 11,379 3,591 10,695 10,232 32,734 439 351 1,843 11,291 210,000
2025 11,336 3,570 10,643 10,182 32,555 438 349 1,834 11,247 212,000
2026 11,231 3,536 10,577 10,122 32,312 435 345 1,819 11,142 214,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2012 -0.39 -5.87 -5.21 -4.88 -0.85 -2.69 7.74 -1.13 0.04 10.8
2013 6.60 8.31 -7.59 -6.39 -4.89 33.7 5.58 -2.03 4.66 -12.5
2014 1.76 1.57 -1.51 -4.55 5.58 -2.91 6.14 8.52 2.33 0.74
2015 3.20 12.6 3.77 1.13 0.14 -11.7 22.5 5.82 5.17 3.27
2016 2.12 7.90 8.86 6.32 0.13 15.1 -10.2 -0.01 0.67 1.21
2017 -2.57 -0.18 -1.92 3.47 7.92 2.73 -10.3 2.27 -3.29 11.0
2018 4.39 5.62 -1.53 -1.72 -5.93 -7.80 14.0 5.11 5.79 -3.15
2019 -2.80 -4.06 -2.08 -1.81 -0.51 -9.24 -6.84 -0.09 -2.45 -1.96
2020 -3.27 -15.2 -1.48 -1.38 -2.18 -44.7 -14.6 -2.40 -0.73 4.40
2021 6.56 20.4 2.98 2.71 4.68 4.36 8.92 5.06 6.73 16.1
2022 -4.26 -1.33 -0.97 -0.75 -2.63 -3.89 -4.66 -2.96 -4.29 -13.8
2023 -1.56 -1.32 -0.29 -0.17 -0.96 -1.37 -1.74 -1.08 -1.57 -4.59
2024 -0.25 -0.24 -0.55 -0.49 -0.25 -0.12 -0.40 -0.25 -0.26 0.96
2025 -0.38 -0.58 -0.49 -0.49 -0.55 -0.26 -0.55 -0.52 -0.39 0.95
2026 -0.93 -0.95 -0.63 -0.59 -0.75 -0.78 -1.07 -0.78 -0.94 0.94

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 25.8 3.43 6.82 318 15.0 2.96 47,544
2013 26.2 3.46 8.55 356 13.7 3.05 48,973
2014 26.1 3.59 8.15 344 14.7 3.27 50,335
2015 28.5 4.18 6.98 354 15.0 3.15 53,191
2016 30.1 3.73 7.87 361 14.7 2.90 53,115
2017 30.9 3.46 8.29 326 15.4 3.19 50,338
2018 31.2 3.73 7.33 362 15.6 3.05 56,247
2019 30.8 3.56 6.84 353 16.0 3.10 56,482
2020 27.0 3.06 3.91 349 16.1 3.07 56,359
2021 30.5 3.13 3.83 356 15.9 3.12 56,560
2022 31.5 3.12 3.85 350 16.1 3.07 56,371
2023 31.5 3.11 3.85 348 16.2 3.05 56,302
2024 31.6 3.11 3.86 348 16.2 3.06 56,302
2025 31.5 3.10 3.86 348 16.2 3.06 56,320
2026 31.5 3.10 3.87 348 16.2 3.05 56,301

Figures are inflation adjusted to 2021



Logging in Canada August 2021

38 IBISWorld.com

Additional Resources
Additional
Resources

Wood Business
http://www.woodbusiness.ca

Canadian Forests Website
http://www.canadian-forests.com

Natural Resources Canada - Forests and forestry
http://www.nrcan.gc.ca/forests

National Forestry Database
http://www.nfdp.ccfm.org

Forest Products Association of Canada
http://www.fpac.ca

Industry Jargon ANNUAL ALLOWABLE CUT (AAC)
The annual level of harvest allowed on a particular area of provincial Crown land over a specific number of years.
Harvests on federal and private lands are not regulated the same way.

BOLT
A short, round section of a log.

CROWN LAND
Land owned by either federal or provincial governments.

SAWLOG
The greater-in-diameter and straighter part of a tree stem processed at a sawmill; the most financially valuable part
of a tree.

SILVICULTURE
The practice of controlling the establishment, growth, composition, health and quality of forests and woodlands to
meet various needs.

STUMPAGE
A fee paid to the landowner, often a provincial government, for the timber harvested within it. Stumpage rates often
vary by region and species.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.
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ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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