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Ukraine Conflict
Impact Update

IBISWorld's analysts are currently monitoring the economic impacts of the Russian invasion of Ukraine. Here is an
update of how this industry is likely to be affected.

· Russia's attack on Ukraine has driven oil prices to increase as countries, companies and investors have decreased
or halted their purchases of Russian oil. Despite Russia decreasing prices, buyers have largely concluded that the
cons outweigh the pros of doing business with Russia.

· Russia is the third-largest oil producer and supplies around 10.0% of global oil. The decrease in supply from
Russia has caused oil prices to increase in Canada.

· The overall decrease in demand for Russian oil has caused an increase in demand for Canadian producers. As
Canadian oil producers increase production, they are expected to raise prices.

· The increase in oil prices at the production level is expected to lead to an increase in prices in downstream
industries that use oil as an input. This may negatively affect consumers' spending power.

Note: The content in this report will soon be updated to reflect the above trends.

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:

· Revenue for the Coal Mining industry in Canada is anticipated to rebound in 2021 following a decline the previous
year due to disruptions related to the COVID-19 pandemic. However, severe weather events may weigh on industry
growth as the transportation of industry products is disrupted. For more detail, please see the Current Performance
chapter.

· Improving economic conditions and rising energy prices are anticipated to boost industry exports. For more detail,
please see the International Trade chapter.

· Secular declines in coal production and divestment from coal-powered energy are anticipated to affect the industry
in the near future. For more detail, please see the Industry Outlook Chapter.
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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 The Coal Mining industry in Canada mines bituminous, anthracite and lignite varieties of coal. Mining occurs

underground and in surface pits. Industry operators may also develop coal mine sites and prepare the coal for sale
by washing, screening and sizing it.

Major Players Teck Resources Limited

Conuma Coal Resources Limited

Main Activities The primary activities of this industry are:

Bituminous coal and lignite surface mining

Bituminous coal and lignite underground mining

Anthracite mining

The major products and services in this industry are:

Bituminous and subbituminous thermal coal

Metallurgical coal

Lignite thermal coal
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Supply Chain

SIMILAR INDUSTRIES

Oil Drilling & Gas Extraction in
Canada

Copper, Nickel, Lead & Zinc
Mining in Canada

Lubricant Oil Manufacturing in
Canada

Iron & Steel Manufacturing in
Canada

Uranium & Metal Ore Mining      

     

RELATED INTERNATIONAL INDUSTRIES

Global Coal Mining Coal Mining in China Hard Coal Mining in the UK Coal Mining in New Zealand

Coal Mining in the US Black Coal Mining in Australia Brown Coal Mining in Australia  
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Industry at a Glance
Key Statistics

$8.2bn
Revenue

Annual Growth

2016–2021

4.0%

Annual Growth

2021–2026

-0.7%

Annual Growth

2016–2026

 

$1.9bn
Profit

Annual Growth

2016–2021

8.8%

  Annual Growth

2016–2021

 

23.4%
Profit Margin

Annual Growth

2016–2021

4.7pp

  Annual Growth

2016–2021

 

30
Businesses

Annual Growth

2016–2021

-11.1%

Annual Growth

2021–2026

-6.0%

Annual Growth

2016–2026

 

7,099
Employment

Annual Growth

2016–2021

-0.6%

Annual Growth

2021–2026

-1.5%

Annual Growth

2016–2026

 

$913.6m
Wages

Annual Growth

2016–2021

-2.5%

Annual Growth

2021–2026

-1.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

6.0%
GDP of mainland China

15.9%
World price of steaming coal

9.4%
World price of coking coal

1.5%
Freight of refined petroleum and
coal products

0.8%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Steady   Barriers to Entry

High / Steady

MIXED IMPACT

  Technology Change
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

Very High

  Capital Intensity
High   Concentration

High

  Regulation & Policy
Heavy / Increasing   Industry Globalization

High / Steady

  Competition
High / Steady

 

Key Trends

 Global steel production helped sustain demand for
metallurgical coal

 Trade remains important for the industry

 Many utilities companies have switched to renewable fuels
and natural gas

 Both thermal and metallurgical coal prices are expected to
trend downward

 Rising global competition will likely fuel decreases in coal
prices

 Environmental concerns will have significant effects on
industry operations

 Rising global coal production is expected to put pressure on
industry exports
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High & Steady Level of Assistance

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  Very high Volatility

  Medium Imports

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  World price of coking coal

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Canadian effective exchange rate index
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Executive Summary Burned out: Rising global coal production will likely put pressure on
industry exports

Operators in the Coal Mining industry in Canada have experienced considerable fluctuations in prices of industry
goods over the five years to 2021. Ultimately, industry revenue is forecast to grow an annualized 4.0% to $8.2 billion
during the period, growing an estimated 28.5% in 2021 alone following declines the previous year due to disruptions
caused by the COVID-19 (coronavirus) pandemic. The industry has two primary products, metallurgical coal used for
steel production and thermal coal used in energy generation. At the start of the current period, global oversupply and
falling demand resulted in low prices and revenue. Subsequent price growth between 2016 and 2018 fuelled
revenue growth. Domestic production of both metallurgical and steaming coal has declined over the five years to
2021. Rebounding demand at the close of the period alongside rising coal prices has improved industry
performance despite these countervailing trends. Notably, Canada is in the process of phasing out coal-fired
electricity generators, cutting into demand for one of the industry's two products.

The price of industry products can be significantly influenced by idiosyncratic external factors. Volatile global
conditions in 2016 caused by China's limit on coal mining prompted increased export prices, with industry revenue
rising at the start of the current period. Meanwhile, disruptions in supply from Australia and Indonesia in 2017
caused a further spike in prices and revenue. Industry major player Teck Resources Limited (Teck Resources)
produces metallurgical coal and manages almost one-third of the active domestic coal mines. Teck Resources
reported 45.1% revenue growth in 2017 alone due to price increases. This also aided industry profit, defined as
earnings before interest and taxes, which is forecast to grow from 18.7% of revenue in 2016 to 23.4% in 2021.

The industry is expected to experience declining revenue over the five years to 2026. Coal price growth is expected
to be constrained by divestment from coal-powered energy sources. Although emerging economies will still demand
metallurgical coal at high rates, rising global coal production will put pressure on industry exports. Furthermore,
Canada is in the process of phasing out most of its coal-fired power plants by 2030, which will cut into domestic
demand for thermal coal. Industry revenue is projected to decrease at an annualized rate of 0.7% to $8.0 billion over
the five years to 2026.
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Industry Performance

Key External
Drivers

World price of steaming coal

Industry players mine steaming coal, otherwise known as thermal coal, which is used mainly for electricity
production. Higher steaming coal prices tend to boost industry revenue and profit. The world price of steaming coal
is expected to rise in 2021, presenting an opportunity for the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar against major
currencies. When the value of the Canadian dollar rises, the price of Canadian coal on international markets
increases, eroding the industry's price competitiveness. The CEER index is expected to increase in 2021, posing a
potential threat to the industry.

 

World price of coking coal

Demand for metallurgical or coking coal is a key determinant of performance. Increasing coal prices indicate a rise in
demand for coal. Additionally, higher prices typically translate into increased industry revenue and profit. The world
price of coking coal is expected to rise in 2021.

 

Freight of refined petroleum and coal products

This freight driver measures non-intermodal traffic for coal, gasoline and aviation turbine fuel, gaseous
hydrocarbons, coal and petroleum coke, fuel oils and crude petroleum, in addition to other refined petroleum and
coal products. Data is sourced from Statistics Canada, which collects data from approximately 22 rail carriers who
report the number of cars and tonnes by commodity of revenue-generating freight that they have loaded in Canada.
Freight shipments of industry coal products is anticipated to rise in 2021.

 

GDP of mainland China

Mainland China's GDP growth is a good proxy for emerging economy growth. These economies demand coking
coal, also known as metallurgical coal, for steel used in infrastructure development and steaming coal for electricity
generation. Therefore, higher GDP growth in emerging economies leads to greater demand for coal, ultimately
benefiting the industry. The GDP of mainland China is expected to increase in 2021.
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Current
Performance

Canada is estimated to be home to the 16th largest coal reserves in the
world, and the Canadian Coal Mining industry has long been a key
contributor to the domestic economy due to its use in a range of
industries, from power generation to steel production.

The industry has traditionally been highly volatile due to the significant fluctuations in product prices in a given year.
The industry produces two types of coal, which are steaming and metallurgical. Both are globally traded goods and
the price of each is linked to global supply and demand conditions.

Prices reached a recent peak prior to the reporting period in 2011, although subsequent growth in production
alongside slowing demand led prices to fall in the coming years. Over the five years to 2021, the industry has
contended with diminishing demand for coal as a source of power generation, which has cut into consumption by a
key market. Despite this, industry prices have grown over the past five years as a result of increased demand in
emerging economies, which also drove export growth during the period. Additionally, the decision by the Chinese
government in 2016 to limit mine operations to only 276 days per year led to spot market prices to surge and major
industry operators in the industry, such as Teck Resources Limited, to experience double-digit increases in average
realized prices for coal shipments to China for the year. Further disruptions to the global supply chain in 2017 fuelled
industry price increases, benefiting many industry operators and overall industry performance. In 2020, the
COVID-19 (coronavirus) pandemic disrupted industry production and downstream demand as industrial production
levels dropped. However, in 2021 improving economic conditions and rising energy prices are anticipated to have
boosted industry performance. Despite considerable volatility over the five years to 2021, improving demand and
rising prices are anticipated to have increased industry revenue at an annualized rate of 4.0% to $8.2 billion, with
growth of 28.5% expected in 2021. Profit, defined as earnings before interest and taxes, has increased alongside
revenue as industry prices grew, and is expected to account for 23.4% of revenue in 2021.

HEAVY METAL

Previous to the reporting period, global steel production, which supports
emerging economies' infrastructure growth, helped to sustain demand for
metallurgical (coking) coal, while global supply disruptions, such as
floods in mining regions of Australia, pushed up metallurgical coal prices.

Steel producers abroad started paying premiums for this type of coal to meet demand from emerging economies.
Meanwhile, continued declines in demand for steaming coal for electricity generation, as provinces phased out coal-
fired power generators, reduced demand for steaming coal, which is the industry's other major product. In fact,
production of steaming coal fell an annualized 7.0% between 2014 and 2019 (latest data available).

Overall, the world price of coking coal is forecast to grow an annualized 6.3% over the five years to 2021, while the
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world price of steaming coal is estimated to increase an annualized 3.6% during the same period. Volatile prices
forced some operators out of the industry, with several other mines closing temporarily. As a result, the number of
industry establishments is forecast to decline an annualized 12.2% to 47 locations over the five years to 2021.
Meanwhile, industry employment is also forecast to decline, falling an annualized 0.6% to 7,099 workers during the
same period. However, improving prices have benefited some operators, with Conuma Coal Resources Limited
reopening several mines, citing strong prices. The COVID-19 (coronavirus) pandemic and its aftershocks to the
global economy contributed to an estimated decline in industry revenue of 22.4% as production and downstream
demand fell. However, in 2021, economic recovery and rising energy prices, which has driven demand for coal as
substitutes such as natural gas became more expensive, has assisted the industry recover. Despite this recent
boom, secular declines in the industry are anticipated to persist as mining operators continue to divest from energy
sources such as coal with limited growth potential.

GLOBAL TRENDS

Notably, while the volume of production of both steaming and
metallurgical coal has fallen over the past five years, the production of
steaming coal has done so at a faster rate, likely due to diminishing
demand for steaming coal as a source of power generation.

Thus, metallurgical coal's share of production has risen from 40.6% of production in 2016 to an estimated 65.5% in
2021. As coal-powered generators are increasingly replaced by other sources of energy, demand for steaming coal
is expected to decline.

Trade remains important for the industry and disruptions of any sort in global markets can cause selling prices and
revenue to fluctuate. The industry was able to take advantage of favourable price spikes in international trade in
2016, 2017 and then again in 2021 with the value of exports forecast to grow an annualized 5.2% to $6.3 billion over
the five years 2021. Exports account for the majority of industry revenue, while the largest share of exports comes
from metallurgical coal destined for markets in Asia. Imports are comparably less important to the industry due to the
scale of industry production and the cost of transportation. The value of industry imports is forecast to increase,
rising at an annualized rate of 3.1% to $834.0 million over the five years to 2021. While trade dropped substantially
in 2020 due to pandemic related disruptions to the global economy, a strong rebound is anticipated in 2021 as
foreign and domestic demand recovers.

NATURAL GAS GAINS

Due to an increase in shale oil and gas production across western Canada
and the United States that has led to significant declines in the prices of
natural gas, many utilities companies have switched to renewable fuels
and natural gas for electricity generation.

Consequently, the share of electricity generated from coal has been declining in certain regions. Further, natural gas
as a power source has made significant inroads due to recent carbon regulation efforts. The combination of low
prices and upcoming environmental legislation has pushed electricity companies to turn away from coal. At the close
of the current period, rising prices of oil and natural gas have complicated this pattern, though previous trends are
anticipated to take hold again once current disruptions ease.

In 2021, only four provinces still use coal-fired electricity generators. In 2014, Ontario became one of the first places
in the world to completely eliminate coal-fuelled electricity generation, closing its last four coal-fired plants over
several years. Furthermore, Alberta, which accounts for almost half the industry's production and relies on coal for
close to half of electricity generation, introduced its own regional climate change plan in 2015. The plan stated
intentions to levy a carbon tax on coal-fired electricity generating utilities in the province, and that the province is
planning on phasing out coal-fired plants over the next decade. Furthermore, the same electricity generation
companies still reliant on coal are increasingly switching to low sulphur-emitting coals to reduce greenhouse gas.
Such coal is typically produced in the western regions of the country.
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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)

World price
of steaming

coal
($ per metric

ton)
2012 9,448 4,250 50.0 15.0 7,095 7,223 1,147 981 3,372 101
2013 8,152 3,612 103 21.0 9,095 6,186 822 1,271 2,789 90.1
2014 7,271 2,499 106 29.0 7,795 4,593 825 1,051 3,503 75.7
2015 6,550 2,724 97.0 44.0 6,135 3,840 969 891 3,680 62.7
2016 6,771 3,292 90.0 54.0 7,320 4,899 715 1,037 2,588 70.1
2017 9,597 5,383 84.0 51.0 7,045 7,261 929 1,010 3,266 94.1
2018 9,583 5,185 65.0 45.0 7,535 7,931 1,087 1,125 2,739 113
2019 8,250 4,151 54.0 39.0 7,845 7,348 1,028 1,139 1,930 82.2
2020 6,406 2,060 54.0 34.0 7,000 4,707 784 855 2,483 62.0
2021 8,230 3,991 47.0 30.0 7,099 6,320 834 914 2,744 83.5
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Industry Outlook
Outlook Over the five years to 2026, the Canadian Coal Mining industry's revenue

is forecast to decline an annualized 0.7% to $8.0 billion.

As a key downstream market for industry products, any reduction in demand for steel is likely to hurt industry
operators. In addition, greenhouse gas concerns will likely continue to damage the long-term prospects for this
industry, as regulatory changes slowly phase out coal-fired power generation across Canada. However, coal-fired
power at domestic plants is not federally required to be phased out until 2030. Therefore, IBISWorld expects global
demand for industry products to remain fairly strong over the five years to 2026 as the global economy continues to
recover from the disruptions created by the COVID-19 (coronavirus) pandemic and its aftermath. Improving growth
from emerging markets will drive growth in electricity demand, while elevated global prices of natural gas may
prompt increased use of coal as an energy source. However, these offsetting dynamics are unlikely to stave off the
overall decline in coal production as more sustainable energy sources are adopted.

PRICE COMPLICATIONS

Thermal and metallurgical coal prices are expected to trend in opposite
directions over the coming years, with thermal coal prices projected to
decline an annualized 1.8% while metallurgical prices are anticipated to
rise an annualized 1.2%.

Metallurgical coal is generally more expensive than steaming coal and this is likely to remain the case in the future.
These price movements are expected due to increases in production outstripping demand and the gradual transition
to more sustainable energy sources, while global economic growth increases demand for steelmaking.

As emerging economies expand, growth in those energy and infrastructure sectors will rise as well. Despite
increased demand for metallurgical coals, there has been talk in some countries about shifting away from coal-fired
energy generation, particularly as they try to meet greenhouse gas emission reductions that were a part of the 2015
Paris Agreement. For instance, as of December 2018, numerous banks pledged to stop financing new coal plants or
new coal mines. Further, this shift is also a result of better prices for other energy sources and growing sources of
renewable energy, such as wind and solar. According to Carbon Tracker Initiative Limited, 42.0% of global coal
power plants were unprofitable in 2018 (latest data available), a figure that is expected to grow. Meanwhile, due to
investment and government assistance, renewables are likely to be more competitive in most markets moving
forward.

Rising global competition will also fuel place downward pressure on coal prices over the next five years. Overseas
competition for markets in emerging economies is expected to intensify. For example, as production picks up in
Australia, producers there will be able to better serve China, as its proximity results in lower transportation costs.
This trend will weigh on coal prices and industry exports. Consequently, the value of industry exports is expected to
fall an annualized 0.2% to $6.3 billion over the five years to 2026. Despite this forecast decline in coal prices from
abroad, imports are forecast to fall an annualized 0.6% to $809.0 million over the next five years.

As opportunities for growth are limited and global competition increases, the economic viability of coal mines for
domestic operators will continue to drop. Overall, the number of industry establishments is forecast to decline an
annualized 6.3% to 34 locations over the five years to 2026. Consequently, industry employment is also expected to
fall, declining at an annualized rate of 1.5% to 6,587 workers over the five years to 2026.
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GREENHOUSE GAS CONCERNS

Environmental concerns will have significant effects on industry
operations over the next five years.

As was the case over the five years to 2021, electricity generators will continue shifting toward alternative sources of
energy in an attempt to control greenhouse gas emissions, reducing demand for coal. Meanwhile, in 2012, the
government published regulations to reduce greenhouse gas emissions from coal-fired power plants by setting new
performance standards. The majority of coal-fired plants are expected to close rather than make the investments
needed to meet such regulations. While some provinces still rely on coal-fired plants, the gradual winding down of
coal usage from domestic electricity production will reduce demand in an important end market for industry
operators.

Natural gas is expected to become the fastest growing electricity generation source due to environmental concerns,
complemented with energy production from nuclear, wind, solar and other technologies. However, coal-fired power
generation regulations will not force the closure of facilities until 2030, and electricity companies will continue using
coal to produce electricity until forced to stop. Despite switching to natural gas, electricity producers will turn to low-
sulphur coal when it provides a favourable price alternative. This type of coal is often less expensive and more
environmentally friendly than other types while enabling high levels of profit for operators. Profit in the industry is
largely tied to external competition and coal pricing, so when either factor increases, profitability suffers. Overall,
profit, defined as earnings before interest and taxes, is expected to reach 24.2% of revenue in 2026 as the industry
consolidates.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steaming
coal  ($ per
metric ton)

2021 8,230 3,991 47.0 30.0 7,099 6,320 834 914 2,744 83.5
2022 8,139 3,973 44.0 28.0 6,961 6,305 831 897 2,666 80.8
2023 8,037 3,899 41.0 26.0 6,941 6,103 864 893 2,798 79.0
2024 7,982 3,875 38.0 25.0 6,815 6,604 861 879 2,238 78.0
2025 7,989 3,906 36.0 23.0 6,718 6,006 833 869 2,816 77.0
2026 7,965 3,929 34.0 22.0 6,587 6,270 809 855 2,504 76.1
2027 7,920 3,931 33.0 21.0 6,431 6,272 814 838 2,462 75.1
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

There is a consistent decline in the production of industry products

The industry endures ongoing pressure from environmental legislation

Industry participation is declining

The Coal Mining industry in Canada is in the declining stage of its life cycle, characterized by declining participation
and a consistent decline in the production of industry products. Industry value added (IVA), which measures an
industry's contribution to the overall economy, is forecast to grow an annualized 1.8% over the 10 years to 2026.
Canadian GDP is forecast to grow an annualized 1.9% during the same period. Industry IVA rising in line with the
overall economy is typcially indicates a mature industry. However, coal production has been declining for years and
this trend is likely to continue.

While industry products have traditionally experienced market acceptance, which is a hallmark of mature industries,
growing environmental regulation has resulted in coal being supplanted as a means of electricity production as
companies seek alternative sources of energy. In addition to declining prices, Canadian coal production has fallen
over the five years to 2021, as coal's declining value has made it less economical to extract. Further, industry
participation has fallen, with the number of mines declining at an annualized rate of 9.3% over the 10 years to 2026.
Furthermore, domestic demand for steaming coal is expected to endure increasing pressure from competitive
energy sources such as natural gas. This competition will also intensify in light of ongoing threats from
environmental legislation.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Thermal Power in Canada

Ready-Mix Concrete Manufacturing in Canada

Cement Manufacturing in Canada

Iron & Steel Manufacturing in Canada

2nd Tier

Heavy Infrastructure Construction in Canada

Homebuilders in Canada

Apartment & Condominium Construction in Canada

Industrial Building Construction in Canada

Commercial Building Construction in Canada

Municipal Building Construction in Canada

Road & Highway Construction in Canada

Concrete Contractors in Canada

Steel Framing in Canada

Key Selling Industries
1st Tier

Mining, Oil & Gas Machinery Manufacturing in Canada

Mining, Oil & Gas Machinery Wholesaling in Canada

Construction Machinery Manufacturing in Canada

Construction & Forestry Equipment Wholesaling in
Canada

2nd Tier

Machine Shop Services in Canada

Screw, Nut & Bolt Manufacturing in Canada

Iron & Steel Manufacturing in Canada

Products & Services

  In the Coal Mining industry in Canada, there are two main types of coal.

This includes brown coal, also known as lignite, and black coal, also called bituminous, subbituminous and
anthracite coals. Black coal can be further broken down into thermal coal and metallurgical coal. Coal is categorized
based on its content of carbon, which measures energy, in addition to its moisture. These two factors help determine
the price of coal products.

BITUMINOUS AND SUBBITUMINOUS THERMAL COAL

Thermal coal is a dense coal with well-defined black bands of bright and
dull material that usually is used to produce electricity.

Its moisture content is less than 20.0%. Thermal coal generally contains less carbon than metallurgical coal, making
it unsuitable for making steel. In 2021, it is estimated that 24.4% of the volume of coal mined in Canada comprise
bituminous and subbituminous thermal coal. This share has declined over the five years to 2021, due to thermal coal
production decreasing at a faster rate than metallurgical coal production.

Consumption of thermal coal by the downstream electric power generators has declined due to environmental
concerns and efforts by provinces. The goal is to transition from environmentally harmful coal to more eco-friendly
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alternatives such as natural gas and renewable energy technologies. Over the five years to 2026, this product
segment is expected to decline further as a share of production.

METALLURGICAL COAL

Metallurgical coal is used to produce coke, which is then used to
manufacture iron and steel.

To a lesser extent, coke is also used in smelting and casting base metals. Metallurgical coal is also used in various
other industrial processes such as primary and secondary metal production, fertilizer, brick and other related
industries.

Metallurgical coal's share of production has been increasing over the five years to 2021. While total volumes of
metallurgical coal mined have fallen, they have done so at a slower rate than thermal coal production. Disruptions
caused by the COVID-19 (coronavirus) pandemic in 2020 created volatility in this segment due to the fall in industrial
production. In 2021, an estimated 65.5% of total coal mined in Canada will be metallurgical coal.

LIGNITE THERMAL COAL

Lignite is the lowest ranked coal, with high moisture content and the
lowest energy content.

It is used primarily for steam electric power generation in Canada, where it is used primarily in Saskatchewan and
British Columbia. Lignite coal mining has been falling in recent years, partly because it is primarily used in power
generation and Canada is slowly phasing out its coal-fired power plants. In 2021, lignite thermal coal is estimated to
account for 10.1% of industry revenue.

Demand
Determinants

In the Coal Mining industry in Canada, steaming or thermal coal and
coking, also known as metallurgical coal, have separate demand
determinants.

Demand for steaming coal stems from its use as a fuel for power generation. Demand for this type of coal depends
overwhelmingly on demand for electricity and demand for other fuels for power generation. Data from the National
Energy Board of Canada states that currently, coal-fired power stations generate less than one-quarter of the total
electricity produced in Canada, with renewable sources and natural gas increasingly taking over coal's share of
electricity generation. The percentage of Canadian power generated by other sources will only continue to rise as
coal-fired stations are phased out of different provinces' energy networks.

Demand for coking coal is heavily dependent on steel production, particularly changes in steel production methods.
The higher the availability of steel scrap, the more incentive there is for steel production to be switched from blast
furnaces to electric arc furnaces, eliminating the use of coking coal. Electric arc furnaces are primarily scrap
recycling operations and require only minimal amounts of coke. If steel producers use electric arc furnaces, demand
for coking coal declines.

Demand for coal can also swing considerably based on exports, which account for the majority of industry revenue.
Demand for exports is driven by conditions in global markets, in particular global coal production, which can be
influenced by issues such as potential weather or other disruptions in mines worldwide. In addition, coal usage
among various countries plays a large role in coal demand, for instance many developed economies have been
slowly phasing out coal production and demand, however emerging markets such as India have still been increasing
coal usage.

The COVID-19 (coronavirus) created unprecedented disruptions to the global economy, affecting the coal mining
industry's downstream demand domestically and abroad. Production shutdowns and other supply chain issues
presented further obstacles over the course of 2020; however, booming demand from major economies such as the
United States contributed to a strong rebound in economic activity in 2021, driving up demand for electricity and in
turn, coal. As demand outstrips available supply, coal prices are likely to continue to rise, bolstering industry
performance in the short run.
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Major Markets

  EXPORTS

In the Coal Mining industry in Canada, exports are projected to account
for 76.8% of industry revenue in 2021.

The majority of the exported coal is metallurgical coal, with more than 95.0% of exports destined for this purpose. In
fact, according to Natural Resources Canada, Canada is the world's fourth-largest metallurgical coal exporter. Over
the five years to 2021, the value of exports has fluctuated in response to global supply dynamics that have driven
metallurgical coal prices. Further, a depreciating dollar during the majority of the current period has made domestic
coal comparatively more affordable abroad, increasing the share of revenue generated by exports during this time.
Recently, global disruptions created by the COVID-19 (coronavirus) pandemic decreased the value of exports as
industrial demand dropped. However, improving economic conditions are projected to reverse this decline in 2021.
The majority of coal exports are destined for Asia, specifically China, Japan and South Korea. Refer to the
International Trade section for more information.

ELECTRICAL

Electrical producers contribute an estimated 8.0% of total industry
revenue in 2021.

Low coal prices, especially in the second half of the five-year period, have provided an incentive for electricity
generation companies to increase the use of coal as an input. However, the overall trend among domestic power
generation companies has been a diminishing demand for coal. Currently, only four provinces still use coal-fired
power plants, with Alberta on track to phase out coal power generation by 2030 or sooner. As a result, this segment
has declined as a share of revenue over the past five years.

INDUSTRIAL

Coke and other industrial plants account for the remainder of coal
consumption.

Revenue from the industrial market is forecast to decrease during the five-year period, though at a slower rate than
in the electrical market. Domestic steelmaking industries rely on a supply of coal to operate production plants, and
this segment is forecast to account for 15.2% of industry revenue in 2021.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    Medium and Increasing

Exports

The value of coal exports in the Canadian Coal Mining industry is estimated to have risen an annualized 5.2% to
$6.3 billion over the five years to 2021. To meet its rapid infrastructure growth and consumer demand for vehicles
and home appliances, many Asian countries turned to Canada for high-quality coal for producing steel during the
reporting period, which has boosted export volumes. Export conditions can also be affected by a host of other
factors, however. Demand for Canadian coal can spike rapidly if there are disruptions in global coal supply
conditions. For instance, in 2017, industry major player Teck Resources Limited noted that a cyclone hit Australia in
March, causing steelmaking coal prices to spike dramatically, as Australia is home to almost 30.0% of world coal
exports. As a result, there can be significant volatility in the value of exported coal. In fact, the value of coal exports
jumped 48.2% in 2017 in response to supply difficulties. Notable volatility was created during 2020 due to global
disruptions created by the COVID-19 (coronavirus) pandemic, with the value of exports dropping 35.9% as a result.

According to the Coal Association of Canada, metallurgical coal accounts for the vast majority of exports by volume,
although it amounts to 65.5% of domestic production. In 2021, the industry's largest trade partners are China,
accounting for an estimated 44.4% of industry exports; Japan, accounting for 15.9% of exports; South Korea,
accounting for 15.2% of exports; and India, accounting for 6.6% of exports. Notably, Chinese demand has risen in
recent years despite recent disruptions due to the coronavirus pandemic. Overall, industry exports are projected to
recover in 2021 as the global economic outlook improves, raising demand for coal production.

Imports

Canada imports less coal than it exports. However, the value of imports is relatively important. This discrepancy can
be explained by the substantial internal transportation costs, which are borne by the purchaser, in addition to
mismatches between regional coal demand and supply. IBISWorld estimates that the value of imports has
increased, rising at an annualized rate of 3.1% to $834.0 million over the five years to 2021.

Due to the cost of transportation, very few producers are able to effectively supply the Canadian market with coal.
The United States is the major source of imports, accounting for an estimated 72.6% of total imports in 2021.
Another major source is Colombia, accounting for 20.0% of total imports. Most of the coal imported from the United
States is thermal coal destined for the eastern provinces' power plants.



Coal Mining in Canada November 2021

21 IBISWorld.com

Business
Locations

  The Canadian Coal Mining industry's establishments are distributed largely in line with the regions' coal reserves. There is a large
difference between where establishments are located and each location's share of production since coal resources and output
vary drastically from mine to mine.

Canada holds abundant reserves of coal across its territories. According to Natural Resources Canada, significant coal formations
have been identified in Yukon, Newfoundland and Labrador, the Northwest Territories and Nunavut, but these territories are not
currently being exploited. Meanwhile, metallurgical and thermal coal are currently produced in Alberta, British Columbia,
Saskatchewan and Nova Scotia. According to Canada's Careers in Coal website, while Canada is home to 24 permitted coal
mines, due to the downturn in prices early during the reporting period, several mines have closed. As a result, not all permitted
mines are currently operating.

British Columbia

British Columbia holds the largest concentration of industry establishments, accounting for an estimated 48.9% of establishments
in 2021. The majority of the coal produced in British Columbia is used for making steel and is exported to Asian markets. The vast
amount of coal deposits located in the western provinces and British Columbia's proximity to ports encourage companies to set up
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establishments in the region. Teck Resources Limited manages most of the major coal mines in the province, although Conuma
Coal Resources Limited manages three also.

Alberta

Alberta accounts for the second-largest number of industry establishments, accounting for 38.3% of total mining locations in 2021.
The vast majority of coal mined in Alberta is used in electricity power generation and the rest is exported to Asia, primarily to
Japan and South Korea, according to the Coal Association of Canada. TransAlta Corporation is among the industry operators with
operations in this province.

Saskatchewan

Saskatchewan is home to two currently operational mines, each of which produces thermal coal using the dragline method.
Despite accounting for an estimated 4.3% of industry establishments in 2021, the province is expected to generate an even lower
percentage of Canada's coal. Coal from Saskatchewan is primarily used to generate electricity.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

Concentration in the Coal Mining industry in Canada has increased over the five years to 2020. Given the industry's
small number of operators, market share concentration can shift significantly in a given year depending on
idiosyncratic factors related to a single company. Additionally, if the price of thermal or metallurgical coal diverge
significantly in a given year, this can benefit some operators while damaging others. The top two companies in the
industry, Teck Resources Limited (Teck Resources) and Conuma Coal Resources Limited, are estimated to account
for 83.9% of industry revenue in 2020. Moreover, the industry has shifted to a preference to produce metallurgical
coal. Metallurgical coal is used to produce steel. Reduced demand for steaming coal, which is used to produce
electricity, has led to a forecast decline in industry enterprises during the period. Over the five years to 2025,
IBISWorld anticipates consolidation will continue as coal prices for both industry products are expected to decline.
Notably, due to the size of the industry and Teck Resources' significant share of industry revenue, market share can
fluctuate sharply given the value of Teck Resources' production in a given year. For instance, in 2017, higher than
average realized coal prices due to weather disruptions helped Teck Resources' revenue grow significantly that
year, boosting its share of the market.

Key Success
Factors

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

Availability of resource:
Access to high-quality coal deposits is an important determinant of success. Companies that have access to
metallurgical coal will be particularly competitive, given the high demand for this type of coal abroad.

Ability to find new resource deposits:
Continued growth in output requires new resources as old ones are depleted. Successful companies will
concurrently develop new resources while the production of other resources is winding down.

Economies of scale:
Companies that can lower operational costs will be more competitive and experience higher profit.

Having a large supply contract:
Companies that have large supply contracts experience stable revenue and profit. This is a competitive edge amid
volatile commodity prices. In this climate, industry operators without large contracts may be exposed to volatile
revenue and lose market shar
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Cost Structure
Benchmarks

  Profit

Industry profit has fluctuated considerably over the five years to 2021.
Leading up to the reporting period, due to high coal prices and strong
production, profit levels were high. However, prices fell sharply in the
years leading up to 2016 and profit started the reporting period at a
lower level than usual. Falling prices were partly in response to
increased production from emerging economies and decreased
demand from some economies that are transitioning away from coal-
fired power generators. However, prices began to trend upward during
the following years in line with economic growth, bolstering industry
revenue in turn.

The industry's other major product besides thermal coal for power
generators is metallurgical coal for steel production. Notably, while
many companies booked significant impairment charges when coal
prices fell, these are not included in these cost structure estimates as
they vary wildly and do not necessarily reflect a company's operating
performance in a given year. However, with some unprofitable
operators shutting down and prices rising, average profit has risen in
the second half of the reporting period.

Further, due to the industry's small size, significant spikes in a
particular company's revenue in a given year can sharply boost profit.
Teck Resources Limited, the industry's largest player, realized
significant operating profits in 2016 and 2017 due to higher than
average selling prices emanating from global supply disruptions. As a
result, industry profit, defined as earnings before interest and taxes,
spiked to an estimated 32.9% of revenue in 2017. Following a steep
decline in 2020 due to disruptions to production and downstream
demand, profit is anticipated to rebound in 2021 as heightened demand
as the economy rebounds boosts coal prices. Profit is estimated to
represent 23.4% of revenue in 2021, representing growth during the
period.

 

  Wages

Wage costs are estimated to account for 11.1% of industry revenue in
2021. This figure can fluctuate significantly year over year, as the value
of coal is highly volatile and industry production does not necessarily
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track prices, and average wages are generally not as volatile than
average prices of industry goods. Wages as a share of revenue have
fallen over the past five years in response to fluctuating coal prices and
revenue.

 

  Purchases

Purchases, which include explosives and consumable parts on mining
equipment, are a major cost for coal mining companies and make up an
estimated 11.8% of industry revenue in 2021. The cost of these items
has been volatile over the past few years, correlating with trends in
revenue. Among these, the cost of fuel has decreased slightly as a
share of revenue, due to volatile crude oil prices. The cost of purchases
has decreased as a share of revenue over the past five years, primarily
because growth in revenue despite declining production figures means
that revenue has outpaced purchase expenses.

 

  Marketing

Marketing expenses tend to be minimal for industry operators.
Marketing costs are expected to account for 0.8% of industry revenue
in 2021, down from 1.1% in 2016. Most operators have little need to
market their services and already have established lines of
communication with potential customers.
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  Depreciation

Depreciation costs have varied over the past five years and have been
highly volatile in previous periods. As operators have reduced
production, depreciation costs have declined as a result of less wear
and tear on the equipment and vehicles. In 2021, industry depreciation
costs are estimated to represent 14.0% of revenue, down from 14.6%
in 2016.

 

  Rent

Rent costs are also a fairly small share of industry revenue, and are
expected to account for 2.3% of revenue in 2021, down from 2.8% in
2016. This figure can fluctuate wildly, as rent tends to be a fixed cost
and industry production and the price of industry goods are highly
variable.

 

  Utilities

Utilities are expected to account for 7.3% of industry revenue in 2021.
Industry activities tend to be fairly energy intensive, which accounts for
the comparatively large share of revenue. Utility costs have increased
slightly as a share of revenue over the past five years.

 

  Other Costs

Other costs include coal extraction and preparation costs (e.g. mine
shaft development, coal haulage and coal washing), explosives,
increased labour safety regulations, rail or road freight, port charges,
royalties and production taxes. Cumulatively, these costs represent the
greatest share of revenue for operators, with safety expenses alone
representing a sizeable share of industry revenue. In 2021, other costs
are expected to account for 29.3% of industry revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Competition in the Coal Mining industry in Canada is largely based on
price.

The price also includes the cost of shipping the coal to the buyer. In general, the shorter the distance the coal must
be shipped, the lower the shipping cost. Consequently, coal producers that are located close to major markets have
a cost advantage.

Competition is also based on quality. Operators that deliver coal with a relatively low level of impurities can charge a
price premium and are less likely to suffer from falling demand. Low sulphur coal reduces customers' operating
costs because fewer impurities need to be removed to comply with environmental regulations.

Some quality factors are specific to the type of coal being produced. Purchasers of thermal coal are interested in its
calorific value, which determines the coal's ability to generate power. Generally, the higher the calorific value, the
higher the price for the coal. For metallurgical coal, higher carbon content tends to attract a higher price and more
market acceptance.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  There are substantial barriers to entry into the Coal
Mining industry in Canada, including the capital
expenditure necessary to undertake exploration programs
and fund mine development. Furthermore, obtaining the
rights to operate at a mine that a competitor owns can
also be difficult and require large royalties. The two
largest players control most of the high-production mines
in Canada, which further complicates conditions for new
entrants, especially those that are small. Therefore,
potential industry entrants are left to compete by
operating lower grade mines, which have higher operating
costs.

Another barrier to entry is the difficulty in acquiring
permits and leases. Legislative procedures, such as
supplying comprehensive environmental impact
statements, require significant research and legal costs.
Any changes in regulations or laws can halt or cancel
operations. Further, any environmental contamination at
mining properties could result in significant fines. These
issues can harm production, revenue and profitability for
operators. Operating several mines at once can mitigate
the risk of policy changes, but new entrants usually do not
have the capital necessary to do this.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Coal Mining industry in Canada has a high level of globalization. Although virtually all industry operators are based in
Canada, many have substantial operations in other countries. The industry's largest player is Teck Resources Limited, a
domestic company that has significant interests in Peru, Chile and the United States. Canada is not a particularly
attractive coal mining prospect for foreign companies, due to the relatively high production costs and the substantial
transportation costs to growth markets of Asia. Nevertheless, industry exports are high and increasing, estimated to
account for 76.8% of revenue in 2021. Meanwhile, imports are expected to satisfy about 30.4% of domestic demand in
2021.
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Major Companies

Major Players Teck Resources Limited

Market Share: 64.7%

  Headquartered in Vancouver, Teck Resources Limited (Teck Resources) is a diversified natural resource company.
It was formed in 2001 following the merger between Cominco Ltd. and Teck Corp. The group operates 11 mines in
Canada, the United States, Peru and Chile. Teck Resources is involved in exploring, developing, smelting, refining
and recycling activities. Teck Resources produces zinc, copper, lead, silver, molybdenum, gold and metallurgical
coal. In addition, it offers nonferrous metal refining, metal alloying and casting, electrowinning and electrorefining,
metal distilling, metal atomizing, metal salt producing and metal recycling services. In 2020, the company generated
total revenue of $8.9 billion and employed about 10,000 people worldwide (latest data available).

Although Teck Resources is involved in the exploration and production of various commodities, it has consistently
derived more than one-third of its revenue from its coal operations over the past decade. In 2019, Teck Resources
reported that 37.7% of its revenue was generated from steelmaking coal operations. The company operates five
coal mines in in British Columbia, specifically Coal Mountain, Elkview, Fording River, Greenhills and Line Creek. In
2020, the company's Cardinal River coal mining operation in Alberta was closed, while its Elkview mine was
expanded to handle higher production volumes. In 2020, Teck Resources produced 25.7 million tonnes of coal. This
represents a slight increase from 2015, when it produced 21.1 million tonnes.

Over the five years to 2021, the company has expanded significantly. In 2016, the company announced that it has
been granted an environmental assessment certificate for the Baldy Ridge Extension project. In 2017, the company
was greenlit to begin construction on the extension, which Teck Resources estimates will extend the life of the mine
until 2045. The company estimates it will invest $60.0 million in this project within five years. In response to the
COVID-19 (coronavirus) pandemic, Teck created a pandemic response fund that allocated USD $20.0 million of
resources to relief efforts in regions of Canada, the United States and Chile where the company operates.

Financial performance

Teck Resources' industry-relevant revenue is expected to rise at an annualized rate of 5.1% to $5.3 billion over the
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five years to 2021. Similar to most industry operators, Teck Resources experienced challenges prior to the start of
the current period due to weakened coal prices. Declining coal prices made the company's operations more
expensive and resulted in low industry-relevant profit. The company's fortunes dramatically changed in 2016 when
China announced a new policy requiring steelmaking coal mines to operate for only 276 days in a year. This led to
decreased global supply and Teck Resources experienced a 30.8% increase in average realized prices per tonne
that year. In 2017, the company cited a cyclone that affected Australia's mining operations and limited coal supply in
Asia as the driver behind increased average realized prices of nearly 50.0%. As a result, the company experienced
a 45.1% increase in coal revenue that year. However, coal production volumes and average prices fell at the close
of the period, a decline exacerbated by the disruptions created by the COVID-19 (coronavirus) pandemic in 2020.
However, improving economic conditions at the close of the period have raised demand for coal, improving industry
Teck's estimated performance as higher prices bolster revenue. In line with this growth, the company's operating
profit, defined as earnings before interest and taxes, rose an annualized 5.9% to $1.7 billion over the five years to
2021.

Despite volatile industry conditions during the period, Teck Resources has maintained its position as the dominant
player in the industry. The poor financial performance of former major player Westmoreland Mining LLC, which filed
for bankruptcy in late 2018, has lessened competitive pressures on Teck Resources during the period, potentially
helping the company's strong performance.

 
Teck Resources Limited (industry-relevant operations)- financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 4,144.0 N/C 1,379.0 N/C
2017 6,014.0 45.1 3,014.0 118.6
2018 6,349.0 5.6 3,040.0 0.9
2019 5,522.0 -13.0 2,112.0 -30.5
2020 3,375.0 -38.9 84.0 -96.0
2021 5,324.3 57.8 1,736.6 1,967.4

Source: Annual Report
Note: *Estimates

Conuma Coal Resources Limited

Market Share: 11.4%

  Conuma Coal Resources Limited (Conuma) is a metallurgical coal producer founded in 2016, which is based in
British Columbia. The company currently operates three mines at its Brule, Wolverine and Willow Creek locations,
with annual production of more than 5.0 million tonnes. The company employs about 1,000 people and has
distinguished itself in the Canadian business community through a strong commitment to its workers. In 2019, the
company won the BC Mine Safety award at its Wolverine Mine and announced an increased commitment to
employee safety through a multiyear investment in safety solutions provided by Hexagon Mining. Additionally, in
2018, Conuma was awarded the 2018 Employer of the Year award by the Chetwynd Chamber of Commerce.

While these awards do not directly correlate to the company's performance, it demonstrates how the company has
been able to establish itself in the industry so quickly. When Conuma purchased the Canadian mining operations of
Walter Energy Inc. in 2016, metallurgical coal prices were at a low for the decade. Subsequent growth in the price of
metallurgical coal, fuelled by volatility in global supply conditions, has resulted in the company quickly becoming one
of the largest operators in the industry.

Financial performance

While many industry operators have had financial difficulty due to industry volatility, Conuma has performed well
over the five years to 2021. While the company is private and does not report its financial information, favourable
prices for metallurgical coal and difficult operating conditions for competitors are expected to have benefited this
operator. Further, the company not participating in the industry prior to the price jumps in metallurgical coal means
Conuma did not suffer through the difficult operating conditions of the prior period, as most of its competitors did.
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Strong growth at the start of the reporting period and following COVID-19 (coronavirus) disruptions more recently
has fortified Conuma's position in the coal mining industry. Overall, Conuma's industry-relevant revenue is forecast
to grow an annualized 15.8% to $940.8 million between 2016 and 2021, representing a 11.4% share of the market.
Similarly, IBISWorld estimates the company's industry-relevant operating profit, defined as earnings before interest
and taxes, will increase an annualized 23.8% to $245.5 million during the same period in line with robust revenue
growth.

 
Conuma Coal Resources Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 451.4 N/C 84.5 N/C
2017 685.5 51.9 225.8 167.2
2018 884.5 29.0 265.5 17.6
2019 916.7 3.6 209.9 -20.9
2020 711.8 -22.4 13.3 -93.7
2021 940.8 32.2 245.5 1,745.9

Source: IBISWorld
Note: *Estimates

Other Companies In 2021, the Coal Mining industry in Canada contains an estimated 30 enterprises, and the top two players in the
industry dominate, with an estimated market share of 76.1%. Over the five years to 2021, many enterprises in the
industry have either shut operations or reduced production significantly to remain viable. The Stellarton mine
operated by Pioneer Coal Limited in Nova Scotia did produce thermal coal. However, it ceased production in 2019.
Hillsborough Resources Ltd., a mining company that operated the Quinsam mine in British Columbia, shut down
operations in early 2016 due to a steep decline in thermal coal prices.

Former major player Westmoreland Mining LLC (Westmoreland), which operated several coal mines in Alberta, filed
for bankruptcy toward the end of 2018. While it emerged from bankruptcy in mid-2019, it appears to have placed an
initial focus on revamping production in several of its mines located in Montana. It appears unclear what the
company's plans are for the remaining coal sites in Canada at this time. However, Westmoreland's filing for
bankruptcy coincided with an estimated decline of 13.9% in industry revenue in 2019, indicating the company's
importance to the industry at that time.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Coal Mining industry in Canada is highly capital
intensive, with most of its assets held in the form of land
holdings, stocks and equipment. IBISWorld estimates that
for every $1.00 spent on labour, $1.26 will be spent on
capital in 2021. Establishing a new mine or expanding an
existing one requires large amounts of capital for site
development and acquiring specialized equipment.
Ongoing investment requirements largely depend on coal
prices. If coal prices are low, then an operator might reduce
production, as it might be uneconomical to extract coal
from the mine at a cost that might surpass the expected
market price. Over the five years to 2026, falling prices for
both metallurgical and steaming coal are likely to further
dissuade companies from investing significantly into
expanding coal operations, diminishing growth in capital
intensity over the coming years.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change
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  The most relevant disruptive force in the Coal Mining industry in Canada has
been the introduction of carbon-fuelled energy.

With higher regulations, cleaner technology, such as solar energy, is expected to take favour. In addition, wind energy and
hydropower are other sources of energy that have become more viable over the five years to 2021. However, these
technologies still require further investment to be scalable.

The level of technology change is    Medium

  In the Coal Mining industry in Canada, black coal is mined in both open cut
and underground operations.

Open cut mining involves using draglines to remove the soil, also known as overburden, that covers the coal. The coal may
then be extracted using excavating equipment and large trucks. The proportion of coal extracted through open cut mining
has been increasing, prompted by its greater productivity.

Underground mining methods may be room-and-pillar or longwall. In room-and-pillar mines, underground roadways are cut
into the coal seam, with pillars of coal left to support the roof. At a later stage, pillars are extracted, enabling the roof to
collapse. Under good conditions, between 55.0% and 65.0% of the coal can be extracted using this technique.

Increasingly, underground mines use the longwall method. Again, roadways are cut to expose a block of coal up to 200.0
metres long. Hydraulic roof supports permit an automatic shearer and conveyor to cut coal from the face of the block. As
the coal is cut, the supports, shearer and conveyor move forward, while the roof behind collapses. An estimated 80.0% of
the coal can be recovered using the longwall method. Over the five years to 2021, larger motors, improved designs of
longwall shearers and continuous mining schedules have contributed to greater output per hour.

Following its extraction, coal can be refined to improve its value. For instance, coal can be cooked at high temperatures in
the absence of air in cokers to remove moisture, tars, oils and gases. The resulting product, coke, is then used in the
production of steel. Coal can also be processed to produce other types of fossil fuels, including gasoline, diesel and
kerosene.

Since coal is considered the dirtiest of fossil fuels and emits a significant number of pollutants, emission control
technologies have been developed to limit the environmental effects of coal combustion. For instance, large amounts of fly
ash, which is suspended particulate matter, can be collected using electrostatic precipitators. This fly ash is then shipped to
dumping sites, used as backfill for mining operations or incorporated in concrete as an alternative to cement. The heavier
bottom ash, which is collected at the bottom of the furnace, is typically sent to special landfill sites to prevent pollutants from
migrating.

According to the World Nuclear Association, worldwide burning of coal produces an estimated 14.0 billion tonnes of carbon
dioxide each year. Therefore, a focus on clean coal technologies has increased over the five years to 2021 to reduce the
environmental effect of coal mining.

Revenue
Volatility

The level of volatility is    Very High
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  The Coal Mining industry in Canada has experienced very high levels of
volatility over the five years to 2021, stemming from fluctuations in both coal
prices and industry production volumes.

In general, year-to-year demand variation can also be affected by shifts in fuel demand from power generators, export
trends and changing stock levels. Coal output has been decreasing gradually in line with declining domestic demand.
Economic activity, the price of substitute fuels, concern over greenhouse gas and other emissions, all influence demand for
thermal coal. Meanwhile demand for metallurgical coal relies heavily on global steel production, which has also been
volatile during the period.

In turn, demand for steel fluctuates in response to trends in global economic activity, efficiencies in steel use, varying
methods of steel production and availability of substitute products. In addition, disruptive weather patterns can prompt
sharp rises in the price of steel-making coal. For instance, in 2017, a cyclone in Australia disrupted coal shipments from
that country, resulting in global price spikes. This resulted in an increase of nearly 50.0% in the realized price of coal sales
for Teck Resources Limited that same year and 35.5% growth in total industry revenue. Meanwhile, domestic power
generators have been slowly pivoting away from using coal as an energy resource, with production volumes of thermal coal
falling steadily over the five years to 2021. Further volatility was experienced in 2020 due to the disruptions caused by the
COVID-19 (coronavirus) pandemic on industry operations and downstream markets.

In addition, the industry's revenue and profitability are also highly sensitive to changes in exchange rates. Exchange rates
can vary for reasons wholly unrelated to coal mining and can instantly change international preferences for Canadian
versus foreign coal. Overall, industry revenue is forecast to fluctuate 30.7% on average during the period.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

In Canada, mineral rights are government-owned and cannot be purchased,
but can only be leased by individuals or companies.

Consequently, the government owns the mineral rights on more than 90.0% of Canada's land. Per the Constitution,
regulating mining activities on publicly owned mineral leases falls under provincial or territorial government jurisdiction.
Thus, there is separate mining rights legislation for each jurisdiction except Nunavut. Nunavut mining and exploration
activities continue to be regulated by the Department of Indian Affairs and Northern Development's office based in the
Northwest Territories.

For example, according to the Yukon Act, the government of Yukon has direct control over public lands and mineral
resources. In the Northwest Territories and Nunavut, the Government of Canada, through Aboriginal Affairs and Northern
Development Canada (AANDC), is responsible for the administration of crown lands, including mineral properties. Thus,
AANDC issues and administers mining titles pursuant to the Northwest Territories and Nunavut mining regulations under
the Territorial Lands Act.

In the Northwest Territories, British Columbia, Manitoba, Ontario, Quebec, New Brunswick and Nova Scotia, individuals and
companies must obtain a prospector's licence before engaging in exploration for minerals. In Yukon, Alberta,
Saskatchewan, Prince Edward Island and Newfoundland and Labrador, an operator can conduct prospecting or exploration
activities without a licence, but must have a licence to actually acquire mineral rights or stake claims to protect that
operator's discoveries. In some jurisdictions, a special permit is required to obtain the right to conduct an airborne
geophysical survey over an area not covered by a mineral claim.

MINING REGULATIONS

Mining projects are subject to the Canadian Environmental Assessment Act.

This federal law requires federal decision makers to consider the environmental effects of projects before making any
decisions or exercising any powers that enable the project to proceed.

Mining activities can result in harmful emissions to the environment, including air contaminants, greenhouse gases and
substances that have been declared toxic under the 1999 Canadian Environmental Protection Act. The National Pollutant
Release Inventory (NPRI) is Canada's legislated, publicly accessible inventory of pollutant releases, disposals and transfers
for recycling. Information is reported by facilities and published by Environment Canada. The NPRI reports on pollutants
released into the air, water and onto land, in addition to disposal activities.

SHIFTING ENERGY SOURCES

In recent years, the federal Canadian government and some provincial
governments have attempted to take steps to reduce pollution by reducing
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reliance on coal-fired power plants.

For example, in 2003 the Province of Ontario committed to eliminate all of its coal-fired generation capabilities over several
years, which it accomplished in 2014. Ontario was one of the first places in the world to eliminate coal as a source of
electricity production.

Meanwhile, in 2012, the federal government published regulations to reduce greenhouse gas emissions by coal-fired power
plants by 420.0 tonnes of carbon dioxide per gigawatt hour by 2030. Most coal-fired plants are expected to close at or
before the end of life instead of being able to meet this performance standard. The regulations became effective in 2015,
signalling a definitive push by lawmakers to end coal use in Canada. There are currently four provinces that use coal-fired
power generators, including Alberta which plans to phase them out by 2030. However, the continued trend of low natural
gas prices in Canada has accelerated the move away from coal-generated energy production faster than expected.

COVID-19

In response to the COVID-19 (coronavirus) pandemic, provinces issued
industry specific guidance in order to ensure the health and safety of mining
workforces and local communities.

To minimize the risks of viral transmission, reduced numbers of on-site personnel, physical distancing and quarantine
measures were encouraged by provincial governments. The Mining Association of Canada (MAC) encouraged members to
prioritize the well-being of employees during the pandemic, while industry major player Teck created a pandemic response
fund allocating US$20.0 million to addressing the public health crisis in Canada and abroad.

Industry
Assistance

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

The Coal Mining industry in Canada is not protected from import competition
by either tariff or nontariff barriers, but it does receive other forms of support
from the government and industry associations.

One prominent government initiative is the Geo-mapping for Energy and Minerals program, which is aimed at geo-mapping
Canada's north for future mineral exploration. This program was initially launched in 2008 as a five-year program. In 2013,
the government of Canada provided renewed support of $100.0 million to 2020 due to its success. Other examples of
government initiatives include the Canada Mining Innovation Council, designed to enhance the competitiveness of the
Canadian mining industry; the Green Mining Initiative, which supports the development of new green technologies and
processes to enable improved environmental performance; and the Corporate Social Responsibility (CSR) Centre of
Excellence, which helps ensure that Canadian mining companies are world leaders in CSR.

Further assistance has come in the form of favourable tax regimes, which typically enable mining companies to recover
invested capital before paying federal, provincial and territorial taxes. Considering the high levels of capital and long lead
times required to open a mine, these benefits can be substantial and greatly benefit mine operators. Furthermore, the
Canadian government also provides benefits to shareholders of Canadian mining companies, which enables mine
operators to raise capital more easily than other industries operating in Canada.

Mining Association of Canada

The Mining Association of Canada (MAC) is a national industry organization governed by a team of industry professionals.
MAC's functions include advocacy, stewardship and collaboration. The association promotes the industry's interests
nationally and internationally, works with governments on policies affecting minerals, informs the public and encourages
member companies to cooperate to solve common problems. MAC also works closely with provincial and territorial mining
associations and other industries, in addition to with environmental and community groups throughout Canada and the
world.

Coal Association of Canada

The Coal Association of Canada represents various participants in the Canadian coal industry, including mining companies,
transportation, such as rail, terminal and port, suppliers, consultants, industrial consumers and municipalities. Association
members benefit from a range of products and services, including access to industry information, advocacy to advance
industry goals, media monitoring and news alerts on relevant coal issues, in addition to networking and professional
development events and programs.

COVID-19

Industry operators were also likely to qualify for some of the assistance programs offered by the government of Canada in
response to the spread of COVID-19 (coronavirus) in beginning in 2020. For example, the Canada Emergency Response
Benefit provided a taxable benefit of $2,000 every 4 weeks for up to 16 weeks to eligible individuals, in addition to more
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time to pay income taxes. Additionally, companies were able to apply for Canada Emergency Business Account interest-
free loans, which provides up to $40,000 to small businesses, or the Canada Emergency Wages subsidy, which covers up
to $847.00 in weekly wages for eligible employers.
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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)

World price
of steaming

coal ($ per
metric ton)

2012 9,448 4,250 50.0 15.0 7,095 7,223 1,147 981 3,372 101
2013 8,152 3,612 103 21.0 9,095 6,186 822 1,271 2,789 90.1
2014 7,271 2,499 106 29.0 7,795 4,593 825 1,051 3,503 75.7
2015 6,550 2,724 97.0 44.0 6,135 3,840 969 891 3,680 62.7
2016 6,771 3,292 90.0 54.0 7,320 4,899 715 1,037 2,588 70.1
2017 9,597 5,383 84.0 51.0 7,045 7,261 929 1,010 3,266 94.1
2018 9,583 5,185 65.0 45.0 7,535 7,931 1,087 1,125 2,739 113
2019 8,250 4,151 54.0 39.0 7,845 7,348 1,028 1,139 1,930 82.2
2020 6,406 2,060 54.0 34.0 7,000 4,707 784 855 2,483 62.0
2021 8,230 3,991 47.0 30.0 7,099 6,320 834 914 2,744 83.5
2022 8,139 3,973 44.0 28.0 6,961 6,305 831 897 2,666 80.8
2023 8,037 3,899 41.0 26.0 6,941 6,103 864 893 2,798 79.0
2024 7,982 3,875 38.0 25.0 6,815 6,604 861 879 2,238 78.0
2025 7,989 3,906 36.0 23.0 6,718 6,006 833 869 2,816 77.0
2026 7,965 3,929 34.0 22.0 6,587 6,270 809 855 2,504 76.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of steaming

coal (%)
2012 -20.1 -31.8 100.0 7.14 3.05 -21.9 3.32 7.42 -8.55 -21.7
2013 -13.7 -15.0 106 40.0 28.2 -14.4 -28.3 29.6 -17.3 -11.2
2014 -10.8 -30.8 2.91 38.1 -14.3 -25.8 0.37 -17.3 25.6 -16.0
2015 -9.92 9.00 -8.50 51.7 -21.3 -16.4 17.4 -15.2 5.04 -17.2
2016 3.36 20.9 -7.22 22.7 19.3 27.6 -26.2 16.3 -29.7 11.8
2017 41.7 63.5 -6.67 -5.56 -3.76 48.2 29.9 -2.66 26.2 34.3
2018 -0.16 -3.68 -22.6 -11.8 6.95 9.22 17.0 11.4 -16.1 20.3
2019 -13.9 -19.9 -16.9 -13.3 4.11 -7.35 -5.45 1.23 -29.5 -27.4
2020 -22.4 -50.4 0.00 -12.8 -10.8 -36.0 -23.8 -24.9 28.6 -24.6
2021 28.5 93.8 -13.0 -11.8 1.41 34.3 6.44 6.81 10.5 34.7
2022 -1.11 -0.45 -6.39 -6.67 -1.95 -0.24 -0.34 -1.78 -2.87 -3.27
2023 -1.27 -1.88 -6.82 -7.15 -0.29 -3.20 3.97 -0.48 4.95 -2.13
2024 -0.69 -0.63 -7.32 -3.85 -1.82 8.20 -0.38 -1.59 -20.0 -1.38
2025 0.09 0.80 -5.27 -8.00 -1.43 -9.07 -3.26 -1.12 25.8 -1.27
2026 -0.30 0.59 -5.56 -4.35 -1.95 4.40 -2.89 -1.64 -11.1 -1.16

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 45.0 34.0 76.4 1,332 10.4 142 138,224
2013 44.3 29.5 75.9 896 15.6 88.3 139,791
2014 34.4 23.6 63.2 933 14.5 73.5 134,881
2015 41.6 26.3 58.6 1,068 13.6 63.2 145,297
2016 48.6 27.6 72.4 925 15.3 81.3 141,680
2017 56.1 28.5 75.7 1,362 10.5 83.9 143,307
2018 54.1 39.7 82.8 1,272 11.7 116 149,317
2019 50.3 53.3 89.1 1,052 13.8 145 145,188
2020 32.2 31.6 73.5 915 13.4 130 122,186
2021 48.5 30.4 76.8 1,159 11.1 151 128,694
2022 48.8 31.2 77.5 1,169 11.0 158 128,918
2023 48.5 30.9 75.9 1,158 11.1 169 128,670
2024 48.5 38.5 82.7 1,171 11.0 179 128,966
2025 48.9 29.6 75.2 1,189 10.9 187 129,369
2026 49.3 32.3 78.7 1,209 10.7 194 129,786

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

World Coal Association
http://www.worldcoal.org

The Mining Association of Canada
http://www.mining.ca

Coal Association of Canada
http://www.coal.ca

Canada Energy Regulator
http://www.cer-rec.gc.ca

Industry Jargon COKE
The solid residue remaining after certain types of coal are heated to a high temperature out of contact with air until
nearly all components that easily vaporize have been driven off.

LONGWALL MINING
A form of underground mining in which large blocks or panels of coal are excavated using a shearer. The mine roof
collapses as the shearer retreats.

METALLURGICAL COAL
Coal with a high carbon content used to produce coke for steel making. This type of coal is also referred to as
coking coal.

OPEN CUT MINING
A type of surface excavation in the form of an inverted cone. The shape of the mine opening varies with the shape of
the mineral deposit.

THERMAL COAL
Coal with a high energy content burned as fuel in power stations. This type of coal is also referred to as steaming
coal.

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.

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.
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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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