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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:

· Figures from 2020 indicate a substantial decline in demand for iron ore pellets as a result of less activity in
downstream industrial, manufacturing and construction markets. For more detail, please see the Products and
Services chapter.

· The world price of iron ore is expected to decline 10.9% in 2020 alone, reducing revenue expectations alongside
lower demand. For more detail, please see the Current Performance chapter.

· The COVID-19 Economic Response Plan includes provisions for accelerating $2.2 billion in annual federal
infrastructure spending. This, in addition to other government assistance programs, may mitigate industry losses to a
degree by encouraging downstream demand. For more detail, please see the Industry Assistance 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 Iron Ore Mining industry in Canada mines iron ore and manganiferous ores valued primarily for their iron

content. Companies in this industry also process ore into a concentrated or pellet form. This industry excludes blast
furnace operations.

Major Players Iron Ore Co. of Canada

ArcelorMittal

Baffinland

Main Activities The primary activities of this industry are:

Iron ore mining

Iron ore beneficiating

The major products and services in this industry are:

Iron ore pellets

Iron ore concentrates and other
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Supply Chain

SIMILAR INDUSTRIES

Coal Mining in Canada Gold & Silver Ore Mining in
Canada

Copper, Nickel, Lead & Zinc
Mining in Canada

Stone Mining in Canada

Sand & Gravel Mining in Canada Iron & Steel Manufacturing in
Canada

   

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Iron Ore Mining Iron Ore Mining in the US Iron Ore Mining in Australia Iron Ore Mining in China

Iron Ore Mining in New Zealand      
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Industry at a Glance
Key Statistics

$5.6bn
Revenue

Annual Growth

2015–2020

9.5%

Annual Growth

2020–2025

3.4%

Annual Growth

2015–2025

 

$582.3m
Profit

Annual Growth

2015–2020

26.8%

  Annual Growth

2015–2020

 

10.4%
Profit Margin

Annual Growth

2015–2020

5.4pp

  Annual Growth

2015–2020

 

6
Businesses

Annual Growth

2015–2020

-11.4%

Annual Growth

2020–2025

-7.8%

Annual Growth

2015–2025

 

6,037
Employment

Annual Growth

2015–2020

6.7%

Annual Growth

2020–2025

1.4%

Annual Growth

2015–2025

 

$1.0bn
Wages

Annual Growth

2015–2020

7.0%

Annual Growth

2020–2025

1.8%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-3.0%
Demand from iron and steel
manufacturing

5.7%
GDP of mainland China

14.3%
World price of iron ore

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Industry Assistance

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Concentration
High   Regulation & Policy

Heavy / Increasing

  Industry Globalization
High / Steady   Competition

High / Steady

 

Key Trends

 Demand from China has grown strongly during the period

 High product prices and demand from foreign consumers
have aided profit growth

 Iron ore mining operations in Canada heavily rely on export
trade to generate revenue

 The majority of iron ore production will still be located in the
Labrador Trough

 Technology for the mining industry has vastly improved in
recent years

 Environmental concerns will likely intensify

 Trade is a significant part of the industry and global
economic performance helps drive demand for the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  Very high Volatility

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  World price of iron ore
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Executive Summary Ironing out: Potential growth in production is expected to fuel moderate
growth in industry revenue

Iron is a primary input in steel production and performance in the Iron Ore Mining industry in Canada is closely tied
to the strength of the global economy due to the widespread use of steel globally. As a result, trade is a significant
part of the industry and global economic performance helps drive demand for the industry. Over the five years to
2020, growing demand from China alongside increased demand from other major trading partners has caused
considerable growth in the world price of iron ore, with the price forecast to grow an annualized 8.4% during the
period. This has increased the value of industry goods and as a result, while domestic iron shipments have fallen
overall, IBISWorld estimates that industry revenue has grown an annualized 9.5% to $5.6 billion over the past five
years. However, in 2020, revenue is expected to decline 17.6% alongside a 10.9% forecast drop in the world price
of iron ore, as the spread of COVID-19 (coronavirus) negatively influences global demand for steel used in
construction.

Growth in the world price of iron ore resulted in profit, defined as earnings before interest and taxes, increasing from
5.0% of revenue in 2015 to an estimated 10.4% in 2020. The largest source of growth has been from production
ramping up at the new Mary River mine in Nunavut, operated by the Baffinland Iron Mines Corporation, which
produced 1.3 million tonnes in 2015 and about 6.0 million tonnes in 2019, according to 2019 figures from
ArcelorMittal SA (latest data available), which is an investor in the project.

Over the five years to 2025, IBISWorld expects industry revenue growth to slow, as slowing GDP growth in China
combined with a forecast decline in the world price of iron ore. Also, the value of the domestic dollar is expected to
appreciate, which will make industry products more expensive abroad and stimulate competition from imports. In
2018, the Baffinland mine received approval to begin production expansion to 12.0 million tonnes, enabling it to
boost domestic output. Meanwhile, there are several companies currently seeking financing for potential domestic
iron ore projects in the Labrador Trough. Overall, potential growth in production, alongside a forecast improvement
in global economic conditions following the spread of coronavirus, is expected to fuel moderate growth in industry
revenue. Over the five years to 2025, industry revenue is forecast to grow an annualized 3.4% to $6.6 billion.
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Industry Performance

Key External
Drivers

World price of iron ore

The world price of iron ore heavily influences this industry's performance. Recent volatility in the world price of iron
ore, combined with uncertain growth conditions globally, has made the world price of iron ore difficult to anticipate.
When iron ore prices are high, companies have greater reason to extract ores from projects, but if prices fall,
projects can rapidly become uneconomical. In 2020, the world price of iron ore is forecast to decline, posing a
potential threat to the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of Canada's primary trading partners. When the Canadian dollar
strengthens, it makes industry products more expensive for foreign buyers. In 2020, the CEER index is expected to
decrease.

 

Demand from iron and steel manufacturing

Iron and steel manufacturers use raw iron ore products as inputs into production. When economic conditions are
strong, residential and infrastructure development increases, which boosts demand for raw iron ore products. In
2020, demand from iron and steel manufacturing is expected to decrease.

 

GDP of mainland China

The GDP of mainland China influences the levels of trade for this industry. Due to China's rapid industrialization and
growth, its appetite for iron ore products has grown significantly. When China's GDP growth slows, industry
operators are likely to experience reduced demand for products abroad. In 2020, GDP growth in mainland China is
expected to increase. Due to the strong growth in the GDP of mainland China in recent years, stagnation still
represents a high figure relative to the past, representing a potential opportunity for the industry.

 



Iron Ore Mining in Canada December 2020

11 IBISWorld.com

Current
Performance

The Iron Ore Mining industry in Canada provides the world's steel
producers with high-quality iron ore products.

Industry performance is closely linked with domestic iron production alongside the price of iron, which is highly
volatile and subject to global demand and supply conditions. The industry has experienced significant revenue
swings over the five years to 2020. This has partly been in response to growth in demand from Chinese markets and
volatility in the world price of iron ore products. Growth in iron ore prices is expected to fuel growth in industry
revenue at an annualized rate of 9.5% to $5.6 billion over the five years to 2020. However, revenue is expected to
decline 17.6% in 2020 alone, as the spread of COVID-19 (coronavirus) negatively influences global demand for
steel used in construction.

PRICE VOLATILITY

The price of iron ore is determined by global supply and demand
conditions for the commodity.

Iron ore is made into steel for use in buildings, railways and other infrastructure and has been compared with oil for
its importance to a modern economy. The ongoing industrialization of major emerging economies such as China and
India have led to a construction boom and increased demand for steel produced by industry iron ore. This has
resulted in strong growth in the world price of iron ore, with IBISWorld forecasting growth at an annualized rate of
8.4% during the period.

Demand from China has grown strongly during the period. In 2015, diminished demand for steel products and global
oversupply of iron ore products caused exports to China to fall 49.2% that year. However, as demand from China
has grown during the period, the value of exports to China is forecast to grow an annualized 39.7% during the
period. Growth in demand from other major trading partners, such as Japan and France, has resulted in industry
product prices growing and has fuelled revenue growth during the period.

INDUSTRY ACTIVITY

Recent growth in the value of industry product prices has not been
enough to prevent many industry operators leaving the industry during
the period.

The industry remains highly competitive and the prospects of securing land rights for a mining operation and the
appropriate level of capital is a very significant challenge for even the most profitable operators. As the industry
continues to invest in new forms of technology and automation, the capital expenditures required to compete with
existing operators becomes increasingly prohibitive for potential entrants. Additionally, many expect additional
regulations for industry operators in the coming years, primarily relating to the environmental effect that mining has
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on the environment. The approval of this sort of legislation could be detrimental to the financial performance of some
industry operators, as many have argued. Overall, the number of industry establishments is expected to decline at
an annualized rate of 11.8% to 8 locations over the five years to 2020. However, increased production in Nunavut
and increased industry activity due to iron ore price growth has helped to counteract the loss of some industry
activity due to facility closures. As a result, operators have increased employment, with the number of workers
forecast to grow an annualized 6.7% to 6,037 employees.

In addition to the Baffinland mine in Nunavut, a sizable share of domestic iron ore mining activity in Canada takes
place in a remote geographical region called the Labrador Trough and operators must pay skilled workers a
premium to attract their services to these regions. This is not a unique problem for the industry, as many other
mining industries experience difficulty attracting workers to remote locations.

PRICE GROWTH DRIVES PROFIT GAINS

High product prices and surging demand from foreign consumers have
aided industry profit growth.

Over the five years to 2020, IBISWorld expects profit, measured as earnings before interest and taxes, to grow from
5.0% of revenue in 2015 to 10.4% in 2020. Measurement of industry profitability, however, is complicated by the low
number of operators in the industry. With so few dedicated mining operations in the country, a single mine's
operations and profitability can drastically influence the industry average. For example, industry leader ArcelorMittal
SA (ArcelorMittal) ran at a loss in 2015 and overall industry profit fell more than 50.0% from the prior year. Overall,
swinging iron prices have led to fluctuations in profitability, with profitability for Iron Ore Company of Canada nearly
tripling between 2015 and 2017 in response to a return to iron price growth before dropping in 2018 when prices fell
again.

SOLIDIFYING GLOBAL TIES

Iron ore mining operations in Canada heavily rely on export trade to
generate revenue, with exports expected to account for 83.4% of industry
sales in 2020.

High levels of trade in this industry are the norm, as industry operators can typically maximize profit by dealing with
customers abroad. Growth in sales prices of industry products has resulted in growth in the value of industry
exports, which are forecast to grow an annualized 10.8% to $4.7 billion over the five years to 2020. Nearly all the
industry's imports come from the United States, with the purpose of being imported for processing in Canada. Over
the five years to 2020, industry imports are expected to increase at an annualized rate of 1.0% to total $784.8
million. International trade is expected to be negatively influenced by the spread of coronavirus, which is forecast to
reduce demand from international steel manufacturers. In addition to a forecast decline in international construction
activity, IBISWorld expects the spread of coronavirus to increase transportation costs and supply chain disruptions,
making the shipment of industry products less economical.

Several large multinational corporations hold significant stakes in the domestic industry. While ArcelorMittal operates
the Mount Wright complex in Quebec and holds a stake in the Baffinland mine, Rio Tinto Limited holds a majority
stake in the Iron Ore Company of Canada, one of the industry's largest operators. Also, several current exploration
projects are financed by Chinese and Indian companies. Canada has provided a friendly operating environment for
mining companies in recent years. Companies that operate in this industry also operate transportation services for
iron ore products to ease international distribution.
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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 iron ore

($ per metric
ton)

2011 7,326 3,839 20.0 14.0 5,200 4,677 1,017 602 3,666 168
2012 5,934 2,849 26.0 19.0 7,189 4,612 1,000 1,017 2,322 128
2013 6,400 2,928 43.0 31.0 6,522 4,970 992 962 2,422 135
2014 4,947 2,120 20.0 14.0 5,707 3,826 1,214 875 2,336 96.9
2015 3,560 1,281 15.0 11.0 4,372 2,792 747 729 1,515 55.8
2016 3,877 1,691 15.0 11.0 5,340 3,009 668 806 1,535 58.4
2017 4,263 2,302 14.0 10.0 5,543 3,330 763 888 1,696 71.8
2018 4,736 2,400 13.0 9.00 5,742 3,739 1,013 946 2,009 69.8
2019 6,798 2,958 9.00 6.00 6,926 5,447 1,031 1,184 2,382 93.8
2020 5,599 2,178 8.00 6.00 6,037 4,670 785 1,021 1,714 83.6
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Industry Outlook
Outlook The Iron Ore Mining industry in Canada is expected to endure declining

iron ore prices and moderate demand from China over the five years to
2025.

Despite accelerate growth in China and continued growth in global production, global oversupply will likely affect the
industry once again, forcing global iron ore prices to decline and constraining revenue growth. Furthermore, volatile
steel demand and price trends will make it hard for operators in the industry to secure long-term contracts. Over the
five years to 2025, industry performance will depend on trends in steel demand and production, along with the ability
of Canadian producers to compete with foreign suppliers. However, while prices will decline, domestic production is
forecast to continue rising in the near future and this will be able to mitigate the effect from the declining value of
individual shipments. Overall, IBISWorld estimates that industry revenue will grow an annualized 3.4% to $6.6 billion
over the five years to 2025.

TRADE TO REMAIN VITAL

The industry has historically relied on foreign trade to drive growth in
revenue.

This is expected to continue over the five years to 2025, as emerging economies industrialize and engage in
construction activity. However, with global production rising, domestic goods will have to compete with many other
iron ore products in international markets. The Canadian effective exchange rate (CEER) index is expected to
increase slightly over the next five years, making it more difficult to compete in international markets. However, the
GDP of mainland China is forecast to grow at an annualized rate of 6.7%, faster than during the previous reporting
period, when it grew an annualized 5.2%, indicating potential for increased demand from the largest international
market for industry products. Still, with global production expected to increase, industry operators are expected to
experience heightened competition for supply contracts. Overall, exports are forecast to grow at a much slower
annualized rate of 2.5% to $5.3 billion over the five years to 2025. Meanwhile, imports are forecast to increase an
annualized 2.2% to $874.2 million, with many imports coming from the United States and largely determined by
demand conditions within that country.

NEW PROJECTS

As it has been for decades, the majority of iron ore production will
continue to be located in the Labrador Trough, a region spanning western
Labrador and northeastern Quebec.

However, there is potential for further development of this region, with the number of enterprises operating in the
industry estimated to grow over the next five years. IBISWorld expects that exploration will continue in this region
and that the focus on international distribution from the Labrador Trough will continue. Labrador Iron Mines Holdings
Limited (Labrador Iron), which ceased production in 2014, could re-enter the industry if it obtains the appropriate
capital and conditions remain profitable. Labrador Iron's exit is indicative to the challenges that small operators
contend with in the industry, which will persist over the next five years. Other promising project sites aiming to open
over the next five years include Duncan Lake, Lac Otelnuk and LabMag deposits and the Howse mine site.
However, IBISWorld expects the number of industry enterprises to decline an annualized 7.8% over the next five
years to 4 operators, as the industry's most established players leverage the scale of their operations to crowd out
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smaller operators. However, industry employment is expected to increase an annualized 1.4% to 6,457 workers over
the next five years, as more employees are needed to meet plans for increased production.

CONDITIONS AND COSTS

Technology for the mining industry has vastly improved in recent years, a
trend that is expected to continue over the five years to 2025.

IBISWorld anticipates that industry operators will increasingly rely on data analytics and computer systems to
analyze the economic viability of projects. As mines are depleted, it becomes increasingly essential for operators to
assess whether continued production is feasible, especially in an environment of volatile iron ore prices. As the price
of iron ore falls, mine costs rise proportionally. With a forecast decrease in the price of industry products, operators
will increasingly monitor mine production to maximize profitability, which should lead to profit growth. Over the five
years to 2025, industry profit, defined as earnings before interest and taxes, is expected to grow from 10.4% of
revenue in 2020 to 18.3% in 2025.

ENVIRONMENTAL REGULATION

Currently, Canada has a favourable regulatory environment for mining
companies.

However, environmental concerns will likely intensify over the five years to 2025. Additional regulation could
negatively affect industry performance, but IBISWorld expects the high-quality iron ore reserves present in the
Labrador Trough to continue encouraging companies to operate in the region. As a result, exploration efforts in
Canada will increase over the five years to 2025 as developing economies continue to seek steady supplies of high-
quality iron ore. Further, any changes to global conditions that kick start demand and lead to increasing prices of
iron could make domestic activities more profitable, promoting increased exploration.

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 iron ore

 ($ per
metric ton)

2020 5,599 2,178 8.00 6.00 6,037 4,670 785 1,021 1,714 83.6
2021 6,036 2,603 7.00 5.00 6,220 4,992 837 1,062 1,880 77.6
2022 6,285 2,700 7.00 5.00 6,328 5,141 859 1,085 2,003 78.2
2023 6,438 2,925 6.00 5.00 6,432 5,223 870 1,105 2,085 78.8
2024 6,543 2,976 6.00 4.00 6,459 5,265 874 1,112 2,152 79.5
2025 6,615 3,007 6.00 4.00 6,457 5,280 874 1,114 2,209 80.0
2026 6,668 3,026 5.00 4.00 6,437 5,280 871 1,113 2,259 80.6
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry consolidation is taking place

The industry's products are of high quality and are accepted in the marketplace

There are few substitutes for this industry's products

The Iron Ore Mining industry in Canada is in the mature phase of its life cycle. Recent growth in demand for industry
products and prices for industry products, have resulted in unexpectedly strong industry performance. Over the 10
years to 2025, industry value added (IVA), which measures an industry's contribution to the overall economy, is
projected to grow at an annualized rate of 8.9%, significantly outpacing Canadian GDP, which is estimated to grow
an annualized 1.6% during the same period. This spike in IVA is due to major jumps in industry product prices,
which is expected to result in uncharacteristic revenue and profit growth for the industry during the period. While
growth at this rate would typically be indicative of an industry in the growth stage, this growth was the result of
external factors and is not representative of the industry's current stage.

For example, industry consolidation is often a sign of a mature industry, as operators may try to exit an industry
before it reaches a point of decline. Additionally, the concentration of the industry is representative of a mature
industry, with market share concentration expected to reach 96.0% in 2020. Traditionally, a mature industry will have
a few very established operators that dominate much of the industry activity, similar to the domestic iron ore mining
industry. Lastly, the industry's products are widely accepted and are used in a variety of downstream industries
including steel and iron manufacturing, automotive manufacturing, paint production and cement manufacturing.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Ferrous Metal Foundry Products in Canada

Iron & Steel Manufacturing in Canada

2nd Tier

Metal Pipe & Tube Manufacturing in Canada

Metal Stamping & Forging in Canada

Steel Rolling & Drawing in Canada

Hand Tool & Cutlery Manufacturing in Canada

Structural Metal Product Manufacturing in Canada

Boiler & Heat Exchanger Manufacturing in Canada

Metal Tank Manufacturing in Canada

Metal Can & Container Manufacturing in Canada

Hardware Manufacturing 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

  The Canadian Iron Ore Mining industry's segmentation is well-established
and the changes on a year-to-year basis are marginal.

This industry produces iron ore pellets, iron ore concentrates, iron sinter, fine iron ores and other agglomerates.

IRON ORE CONCENTRATES AND OTHER

Iron products in the form of concentrates and lump iron account for an
expected 54.8% of industry production in 2020, down from 55.1% in 2015.

These products are typically used for steel production, although some may be used for alloying, refining lead and
manufacturing cement or other products. Iron ore concentrate is an output product from processed ores that have
been milled to separate elements and produce a higher quality product of 63.0% to 69.0% iron compared with fines.
However, concentrates are typically also used to create pellets. Sinter, similar to pellets, is one of the final stages
iron ore goes through before being used for steel manufacturing. Sinter is an aggregate that is typically produced
from relatively coarser fine iron ore mixed with coal, limestone or other stones. Concentrate production has fallen
slightly over the past five years, due to decreased production from ArcelorMittal SA and the Iron Ore Company of
Canada, the industry's two largest operators

IRON ORE PELLETS
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Pellets consist of iron ore that has been formed into small balls and baked
for easier handling.

These pellets account for an estimated 45.2% of total production in 2020, up from 44.9% in 2015. Iron ore pellets
attract higher prices than concentrates or raw iron ore. Most ores contain small particles, also known as fines, that
are beneficiated to increase iron content and agglomerated into materials that can be charged in blast furnaces,
specifically for steel production. Fine ores are a screened small fraction of high-grade ore that is primarily sold to
sinter plants. Fine ores are typically the least expensive product available to the steel industry blast furnaces.

The pelletizing of iron ore produces spheres and involves agglomeration and thermal treatment processes to convert
the raw ore into pellets with characteristics appropriate for use in a blast furnace and grades of 67.0% to 72.0% iron.
Additional materials are added to the iron ore to meet the requirements of the final pellets. This is done by placing
the mixture in a pelletizer, which can hold different types of ores and additives and mixing to adjust the chemical
composition and the metallurgic properties of the pellets.

Demand
Determinants

In the Iron Ore Mining industry in Canada, the most important use of iron
ore is as a primary input to iron and steel making.

Demand for iron ore is therefore heavily reliant on the volume of steel production and, in particular, the blast furnace
output of steel. Blast furnaces rely on iron ore inputs, while arc furnaces rely on scrap steel as a key input. In
addition to demand from steel manufacturers, small quantities of iron oxide minerals are used in cement
manufacturing, lead refining, paint manufacturing and nonferrous alloying.

Since the vast majority of iron ore mined is used for steel production, the key drivers for steel demand also
determine demand for iron. In addition, demand for steel is dependent on a wide range of other industries, as it is
used as an input for the manufacture of downstream products. Additionally, Canadian iron ore mining and
production is heavily dependent on international trade.

In 2020, IBISWorld estimates that more than 80.0% of production will be exported. Therefore, the strength of the
Canadian dollar is an important factor in demand for industry products. When the Canadian dollar strengthens,
Canadian goods become more expensive to foreign buyers. Furthermore, most industry operators maintain short-
term contracts with customers. Therefore, global market prices of iron ore products heavily influence trade activity
for iron ore miners. Meanwhile, global production also helps to influence iron ore prices, as increased production
could cause prices to fall, so external production can also influence prices and demand.

Speculation of and perceived trends in iron and steel prices have a significant effect on demand for iron ore. When
prices are rising, buyers rush to purchase, sometimes over-buying, to obtain products at more affordable rates.
When prices are falling, buyers put off purchasing decisions, hoping to get a lower future price and then only buy
what is absolutely necessary. In recent years, the world price of iron ore has grown significantly and driven the
recent industry expansion.

Major Markets

  EXPORTS

In the Iron Ore Mining industry in Canada, operators rely heavily on export
markets to generate revenue.
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High international demand for industry products is largely due to the high quality of Canadian iron ore products.
Consequently, exports are expected to generate 83.4% of industry revenue in 2020, growing from 78.4% in 2015.
Over the past 20 years, the industry has experienced increasing shipments to China in particular, although a
Chinese slowdown and falling iron prices in 2015 prompted a sharp drop in the value of exports to that country on
the year.

In the future, exports are expected to remain as a significant source of revenue as other emerging economies slowly
grow, fuelling demand for steel for use in construction and manufacturing. Steel manufacturers account for nearly all
iron ore consumption globally.

STEEL MANUFACTURERS AND IRON ORE PROCESSORS

After being exported, the primary markets for iron ore are part of the steel
manufacturing supply chain.

The wide variety of downstream uses for steel makes iron ore mining a crucial step in industrial supply chains and
Canada's high-quality deposits ensure that demand for industry products remains high. Intracompany sales of iron
ore have increased over the past decade as steel manufacturers have vertically integrated, acquiring the assets of
iron and coal suppliers. Such assets include iron ore mines and processing facilities. For example, ArcelorMittal SA
is the world's largest steel manufacturing company and the company operates significant iron ore resources in
Canada. Most of its Canadian output is kept internally to use in its steel manufacturing operations, either in Europe
or domestically. Domestic steel manufacturers and iron ore processors are expected to account for 16.3% of total
industry revenue in 2020, a percentage that is forecast to decline during the period.

OTHER

Other purchasers of iron ore products are expected to account for 0.3% of
revenue in 2020, a share that has been relatively stable over the past five
years.

In particular, nonferrous metal manufacturing industries use iron ore in lead refining or other metal alloying where
iron is the secondary metal. For example, iron ore is used for the production of alloys, such as kovar, which consists
of iron and cobalt, invar, which consists of iron and nickel or spiegeleisen, which consists of iron mixed with
manganese, carbon and silicon. Iron ore is also used, to a relatively small extent, in paint manufacturing and cement
production.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

Exports

The Iron Ore Mining industry in Canada is highly dependent on foreign trade, especially exports. Over the five years
to 2020, exports are expected to increase at an annualized rate of 10.8% to total $4.7 billion. This export growth can
be contributed to a combination of growth in prices for iron ore products and increased demand for industry
products, particularly from construction markets. Accordingly, exports are expected to grow from 78.4% of revenue
in 2015 to 83.4% in 2020.

Demand from China has grown rapidly during the period and is expected to represent 35.4% of exports in 2020,
according to 2020 trade figures from the Government of Canada (latest data available). China is the world's largest
iron ore producer and consumer, but the iron ore produced by Chinese companies is typically of lower quality than
that of companies operating in countries similar to Canada. Iron ore's importance in steel manufacturing ensures
that demand from China will likely continue playing an important role for the industry moving forward. Over the past
20 years, demand from China has risen significantly, although a slowdown in the Chinese economy alongside a
sharp decline in the world price of oil in 2015 led to a significant drop in the value of Chinese exports. While it has
since returned to growth, the value of Chinese exports has yet to return to the peak value it reached in 2013. Other
major sources of exports include Japan, accounting for an expected 12.0% in 2020; France, accounting for 7.5%;
and South Korea, accounting for 7.1%.

Over the five years to 2025, exports growth is expected to slow, increasing at an annualized rate of 2.5% to $5.3
billion. Strong production growth in countries such as Brazil and Australia have increased overall supply on the
market and a slight forecast appreciation in the Canadian effective exchange rate (CEER) index will make Canadian
products comparatively more expensive in international markets.

Imports

Over the five years to 2020, industry imports are projected to grow at an annualized rate of 1.0% to total $784.8
million. Almost all industry imports are sourced from the United States and much of this is ore imported to Canada
for processing. This is a trend that will likely continue as the United States represents a major trading partner for
many Canadian industries. While the industry imports an estimated 45.8% of domestic demand in 2020, IBISWorld
anticipates most of this trade is for lower quality iron ore products to be processed in Canadian divisions of
companies that operate in both the United States and Canada. Over the five years to 2025, import growth is
expected to accelerate, rising at an annualized rate of 2.2% to total $874.2 million as growth in the domestic
currency should make foreign goods more attractive in domestic markets.
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Business
Locations

  According to 2020 data from Statistics Canada (latest data available), there will be 8 industry establishments in the Iron Ore
Mining industry in Canada in 2020. Some of these are actively operated mines and others are facilities engaged in beneficiating or
otherwise preparing iron ores. Notably, there are several establishments that are nonproducing and are rather engaged in
maintenance or exploration which have not been included in the report. Nearly all operational mines in 2020 are located in the
Labrador Trough, Quebec or Nunavut.

Labrador Trough

The Labrador Trough, a geological region located between Quebec and Labrador, is one of the primary locations for iron ore
mining in Canada. Historically this region has been home to the largest share of domestic iron deposits and it has been the focal
point of the industry. Iron ore has been mined in this region since the late 19th century and is expected to continue its dominating
role in the industry.

Currently, the Iron Ore Company of Canada is operating the Carol Lake mine in the area. Meanwhile, Cleveland-Cliffs Inc. closed
its Scully site in 2014, while the James site operated by Labrador Iron Mines was not mined from 2014 onward. Notably,
production has been expanding in Quebec in recent years and a strike at the Iron Ore Company of Canada's mine prompted a
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drop in production of almost 20.0% in 2018. The addition of the Nunavut Baffinland mine has also helped bring down this region's
share of the total.

Quebec

This region's proximity to the Labrador province has encouraged companies to locate there. However, the bulk of iron ore
operations in this region include processing plants and transportation services. According to 2020 figures, there are four locations
in this region that are applicable to this industry. If any further sites are opened, IBISWorld expects these sites will provide
peripheral services to mines operating in Labrador. Currently operating mines in the region are the Fire Lake and Mount Wright
mining sites operated by ArcelorMittal SA.

Nunavut

Baffinland Iron Mine Corporation's Mary River property mine became operational in 2014, in a project co-owned by ArcelorMittal
SA and Nunavut Iron Ore Acquisitions Inc. Baffinland's northern headquarters are located in Iqaluit and it maintains a year-round
presence at Mary River and Milne Inlet. Production has grown quickly during the reporting period. According to ArcelorMittal's
2019 annual report (latest data available), which is an investor in projects, the company reported shipping about 6.0 million tonnes
of iron ore to markets in Europe on the year. While there was recently a cap on the iron mine's total production of 4.2 million
tonnes, in October 2018 Baffinland received a federal government approval to expand production to 12.0 million tonnes a year.
This decision was made against the advice of the Nunavut Impact Review Board, which has fears regarding the environment
effect of these increases. Overall, the ramping up of mine production over the past five years has helped Nunavut rise as a share
of domestic iron production.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Iron Ore Mining industry in Canada is highly concentrated. In 2020, IBISWorld estimates that the top three
companies in the industry will account for more than 95.0% of industry revenue. The level of activity in the industry
can fluctuate significantly in response to changes in the prices of iron, as a sharp drop may make a given facility
unprofitable and prompt its owner to idle production until conditions have improved. Prior to the current period,
Labrador Iron Mines Holdings Ltd. suspended operations in 2014, citing persistent low prices as the main reason to
idle the facilities. Due to the very small number of operators in the industry, concentration has historically been high.
There are currently only three iron-producing regions located domestically. The largest source for domestic iron
historically is the Labrador Trough region along the border between Quebec and Newfoundland and Labrador. As a
result, those are the two most significant iron-producing regions in the country. In Nunavut, the Baffinland mine has
introduced another operator to the industry and production at this location has quickly ramped up, helping Nunavut
grow to nearly 10.0% of domestic production, according to 2019 production figures from Natural Resources Canada
(latest data available). As a result of the industry's low number of operators, any particular changes in operating
conditions in a given year can significantly change the overall market share commanded by a given company.
However, due to the small size of the industry, the three largest operators consistently account for about 95.0% of
industry revenue. Other potential operators in the industry are currently engaged in exploratory efforts to locate new
deposits and consequently, some new companies may enter the industry. For example, Tata Steel Minerals Ltd. and
Labrador Iron Mine Holdings Ltd. are exploring the development of the Howse iron ore deposit in Labrador.

Key Success
Factors

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

Ability to accommodate environment requirements:
Companies must be able to meet environmental laws and regulations to successfully develop and operate mines.

Ability to find new resource deposits:
Companies must locate viable iron ore deposits to remain competitive in a crowded marketplace

Effective cost controls:
The level of unit operating costs is broadly determined by the age and type of mine and the ore grade of the deposit.
The ability to control and manage costs as selling prices fluctuate, determines a company's profitability.

Ability to expand and curtail operations rapidly in line with market demand:
Successful producers have a capacity to read future trends in demand and alter production accordingly.

Availability of resource:
Access to large, high-grade reserves is important. A larger deposit generally permits economies of scale and
provides greater flexibility in scheduling output, while high-grade reserves usually result in lower unit-operating
costs.

Ability to forward sell production when appropriate:
The ability to forward-sell production when iron ore prices are high effectively locks in favourable prices.
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Cost Structure
Benchmarks

  Profit

The Iron Ore Mining industry in Canada exhibits volatile profitability
levels. Mining operations are very expensive and rely on sufficiently
high commodity prices to break even. Companies must closely monitor
operational costs, as volatile iron ore prices on the global market can
drastically influence profitability. When the price of iron ore is elevated,
companies are more likely to undertake higher cost projects. However,
if the price of iron ore drops quickly, a mine can become unprofitable. In
2020, profit, defined as earnings before interest and taxes, is expected
to account for 10.4% of revenue, up from 5.0% in 2015.

 

  Wages

Labour is a major input in the industry and fluctuates moderately with
production levels. However, any marginal increase in demand for iron
ore normally requires a minimal increase in labour. Similarly, while the
value of iron can fluctuate significantly, the labour required to produce a
given amount does not. Therefore, wages as a portion of revenue
fluctuates largely as a result of fluctuations in revenue levels, rather
than due to major changes in wage levels. IBISWorld expects industry
wages costs to decline as a share of revenue during the period, from
20.5% in 2015 to an estimated 18.2% in 2020.
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  Purchases

The purchase of materials is another major cost for the industry. The
importance of purchases reflects the mining process, which relies on
inputs such as explosives, chemicals and transport fuel. These costs
fluctuate depending on demand for industrial inputs and the level of
production set by the mining companies. Purchases are expected to
account for 17.7% of revenue in 2020, down from 27.0% in 2015.
Transport fuel costs can vary with changes in crude oil prices, recent
declines in the world price of crude oil has contributed to the decline in
industry purchasing costs. Additionally, strong growth in industry
revenue has helped push down these costs as a share of revenue.

 

  Marketing

Marketing is estimated to account for 3.2% of revenue in 2020, up from
2.5% in 2015.

 

  Depreciation

Mining companies invest heavily in large-scale machinery for activities
such as digging, drilling, blasting, loading, crushing and conveying.
New machines, such as electric shovels, dump trucks, conveyors and
equipment are purchased on an ongoing basis. Depreciation costs
associated with this equipment are estimated to account for 10.3% of
industry revenue in 2020, down from 10.5% in 2015.
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  Rent

Expenditure on rent is estimated to account for 15.4% of revenue in
2020, up from 13.5% in 2015.

 

  Utilities

The industry is highly energy intensive and utilities account for an
estimated 11.4% of industry revenue in 2020, down from 18.4% of
revenue in 2015. It is likely that this decline is due to a combination of
strong industry revenue growth and moderate growth in utility prices,
such as electrical power.

 

  Other Costs

The share of other operating costs, including those for contractors,
repairs, maintenance, administrative activities, exploration and royalties
paid to mine owners are projected to consume the remaining portion of
revenue. Other costs account for an estimated 13.3% of revenue in
2020, increasing during the period as many major operators have
ramped up exploration activities and royalty payments in an attempt to
extract new mineral sources.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Products in the Iron Ore Mining industry in Canada are primarily sold on
the basis of price, creating a highly competitive landscape despite the low
number of companies in the industry.

The mining operations that best compete in this market are those that have the lowest costs. Companies also
compete for major customers, such as steel producers, based on service and the ability to satisfy short-term and
long-term orders. Steel producers, similar to the mining industry, seek to benefit from periods of high prices by
purchasing ore and concentrates in advance during times of low prices. Therefore, a mining company's ability to
negotiate the best deals can result in a competitive advantage and greater profitability. Some industry operators,
most notably ArcelorMittal SA, are also vertically integrated, operating mines, refineries and steel manufacturing
facilities, thereby supplying directly to downstream markets and lowering their transaction costs.

Individual producers have an imperative to keep costs low and to seek out the lowest cost operations. If prices
decline, lower cost mines will be more likely to survive. Only mines with costs below the current ore price stand a
chance of servicing debt, covering depreciation charges and earning a profit. While mines can sustain periods when
their cash costs exceed the current ore price, their long-term outlook is usually bleak.

EXTERNAL COMPETITION

Iron ore competes with secondary or reprocessed iron which is sourced
from scrap.

Therefore, demand for newly mined ores and concentrates is diminished when secondary producers supply
demand. Similarly, when steel is produced from scrap, inputs such as iron and coal are not necessary. In addition,
iron and steel compete with either less expensive nonmetallic materials or with more expensive materials that have
a performance advantage. Within the downstream motor vehicle industry, for example, iron and steel compete with
lighter materials such as aluminum and plastics. However, iron and steel products still remain a vital component to
any major modern construction project.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  There are substantial barriers to entry into the Iron Ore
Mining industry in Canada. These include the capital
expenditures necessary to undertake exploration
programs and to fund mine development. Additionally,
opening a mine is a very lengthy process and upon a
mine's completion there is no guarantee it will be
economical, as profitability is a function of prevailing iron
prices. Obtaining the rights to operate at a mine owned by
a competitor can also be difficult and require large
royalties. The high concentration of large players that
control the vast majority of the operating mines in Canada
also makes it difficult for new entrants. Competition for
mine properties is minimal as the industry's major players
own and control most higher-grade mines, with the three
largest companies responsible for almost all Canadian
iron ore output. New players are left to compete by
operating at lower grade mines or processing facilities
which have higher operating costs. Otherwise, entrants
must explore and develop unproven reserves. Financing
an operating mine can be highly expensive and while a
company may have access to a given deposit, it may be
unable to acquire the amount needed to begin
construction.

Other barriers to entry include the difficulty in acquiring
permits and leases. Furthermore, legislative procedures,
such as supplying comprehensive environmental effect
statements, require significant research and legal costs.
Any changes in regulations or laws can halt or cancel
operations, with environmental contamination at mining
properties resulting in potential fines. These issues can
affect production, revenue and profit. Operating many
mines at once can mitigate the risk of policy changes, but
new entrants do not usually have the high amount of
capital necessary to operate multiple locations at once.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Iron Ore Mining industry in Canada exhibits a high level of globalization. The largest companies in the industry are
foreign-owned and the industry relies heavily on exports to generate revenue. Additionally, exports are expected to
account for 83.4% of revenue in 2020, a percentage which is forecast to grow over the five years to 2020. Export demand
growth is generally driven by increasing demand from developing nations and conditions in China help to drive the global
market for iron ore. In fact, some Chinese companies such as Wuhan Iron and Steel Corporation entered joint venture
agreements with local operators to conduct mine site exploration and development to directly guarantee supply of
Canadian iron. Canada's high-quality iron ore deposits and significant deposits ensures that global demand for industry
products will likely remain strong over the five years to 2025.

The industry also features a range of international players, in addition to domestic operators. For instance, ArcelorMittal
SA is one of the largest global steel and iron producers and it has significant production capabilities in Canada.
Meanwhile, the Iron Ore Company of Canada is a joint venture between the Rio Tinto Limited, Mitsubishi Motors
Corporation and the domestically operated Labrador Iron Ore Royalty Corporation. Meanwhile, Baffinlands Iron Mine
Corporation, which operates the new iron mine in Nunavut at Mary River is jointly owned by ArcelorMittal SA and Nunavut
Iron Ore Acquisitions Inc.
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Major Companies

Major Players Iron Ore Company of Canada

Market Share: 44.3%

  Founded in 1949, the Iron Ore Company of Canada (IOC) is a major iron ore producer in Canada. IOC is
headquartered in Quebec, with other projects in Newfoundland and Labrador. The company's Carol Lake project in
Labrador City has been in operation since the 1960s, through which the company operates open-pit mines, process
facilities and transportation facilities. Over the five years to 2020, IOC and ArcelorMittal SA have gone back and
forth as the largest operator in the industry.

The majority of IOC is owned by Rio Tinto Limited accounting for 58.7%, followed by the Mitsubishi Corporation
(26.2%) and Labrador Iron Ore Royalty Company (15.1%). In 2017, IOC announced plans to expand its project to
increase annual production of iron concentrates to 23.0 million tonnes by December 2018. The company's Wabush
3 project in Labrador is expected to maintain significant levels of reserves that can be extracted. The company
invested $79.0 million into the project and first ore was excavated in the third-quarter 2018.

Strong growth in the world price of iron ore has aided the company's growth during the period alongside growing
demand from foreign markets. Following an expansion project prior to the period, company production surged from
14.3 million tonnes in 2014 to 18.2 million tonnes in 2015, according to the company's 2016 annual report. As long
as the world price of iron ore remains high, IOC will likely aim to expand production capabilities where possible to
fuel future revenue growth.

Financial performance

Over the five years to 2020, IOC has performed well alongside favourable market conditions during most of the
period. Notably IOC's iron ore production fell significantly in 2018 when an employee strike led to production
dropping almost 20.0% on the year. Additionally, the spread of COVID-19 (coronavirus) is expected to lower industry
revenue in 2020, as a result of less demand from foreign markets and a decline in the world price of iron ore.
However, these factors are only expected to moderately constrain industry-relevant revenue growth during the
period, which is forecast to grow at an annualized rate of 10.7% to $2.5 billion.
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The company's operating profit has also been volatile during the five-year period in response to swings in the price
of iron and demand from China. Overall, the company's operating profit, defined as earnings before interest and
taxes, is expected to grow an annualized 13.7% to $387.7 million over the five years to 2020, although some of this
growth is due to profit falling significantly in 2015 to start the period.

 
Iron Ore Company of Canada (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 1,494.7 N/C 204.4 N/C
2016 1,544.9 3.4 316.2 54.7
2017 1,970.1 27.5 564.5 78.5
2018 1,930.0 -2.0 512.1 -9.3
2019 2,719.0 40.9 477.5 -6.8
2020 2,482.1 -8.7 387.7 -18.8

Source: Annual Report and IBISWorld
Note: *Estimates

ArcelorMittal SA

Market Share: 43.6%

  ArcelorMittal SA (ArcelorMittal) is the largest steel producer in the world, with operations in more than 60 countries.
Headquartered in Luxembourg, the company was formed in 2006 from the merger of Arcelor and Mittal Steel
Company NV, which had previously acquired US-based International Steel Group in 2005. The company operates in
Canada via its ArcelorMittal Mines Canada G.P. subsidiary (AMMC). According to the company's 2019 annual report
(latest data available), ArcelorMittal employed about 200,000 workers globally across more than 60 countries and
generated $93.7 billion in total revenue in 2019.

The company's Mount Wright mining complex is one of the largest of its type in North America. The Mount Wright
mining complex includes an open-pit mine, an ore crusher and concentrator, maintenance workshops, storage and
transportation facilities. The mine employs more than 1,000 workers. The company also runs an additional open-pit
mine at Fire Lake, located 55.0 kilometres south of the Mount Wright complex. Prior to the current period, in 2013,
the company sold a 15.0% stake in its flagship Mount Wright mining complex to a consortium of investors led by
Posco of South Korea. According to ArcelorMittal, the mine has reserves of about 2.0 billion tonnes of crude ore.
Notably, ArcelorMittal had announced an expansion project that would have begun in 2016 and would have
extended the mines life span by 15 years and bolstered production capacity to 30.0 million tonnes, although
subsequent iron price declines caused this project to be cancelled.

Arcelor is a joint investor alongside Nunavut Iron Ore Acquisition Inc. (Nunavut Iron), in Baffinland Iron Mines
Corporation, the new mine in Nunavut. While it owned as much as 70.0% prior to the reporting period, Nunavut Iron
has gradually expanded control of the company through the conversion of preferred shares into equity and
ArcelorMittal currently controls 28.8% after owning 46.1% in 2015. The mine has begun to ramp up production in
recent years and Arcelor maintains a contract which runs through 2021 to purchase the lesser of 50.0% of the
annual Baffinland production or 2.0 million tonnes per year.

Financial performance

Over the five years to 2020, AMMC has recorded steady production, with total output falling slightly from a reported
25.9 million tonnes in 2015 to an estimated 24.3 million tonnes in 2020. However, production has risen substantially
over the past decade due to the expansion of its Mount Wright mining complex, as annual output was about 15.0
million tonnes between 2008 and 2012. Despite a forecast decline in production over the five years to 2020,
AMMC's industry-relevant revenue is forecast to grow due to growth in the world price of iron ore. Notably, a majority
of its iron output is consumed domestically as inputs for steel production. This growth in product prices combined
with high downstream demand and the company's vertically integrated operations, are expected to contribute to
strong growth in profit. Industry operating profit, defined as earnings before interest and taxes, is expected to reach
$499.4 million in 2020, after starting the period at a loss. IBISWorld expects the company's industry-relevant
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revenue to grow an annualized 8.6% to $2.4 billion during the period.

 
ArcelorMittal SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 1,612.6 N/C -72.4 N/C
2016 1,754.3 8.8 206.2 N/C
2017 1,845.2 5.2 453.4 119.9
2018 2,015.2 9.2 411.6 -9.2
2019 2,860.7 42.0 718.6 74.6
2020 2,440.2 -14.7 499.4 -30.5

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Baffinland Iron Mines Corporation

Market Share: 8.1%

  The Baffinland Iron Mines Corporation (Baffinland) operates the Mary River mine in Nunavut and is jointly owned by
ArcelorMittal SA (ArcelorMittal) and Nunavut Iron Ore Acquisitions Inc. The company is headquartered in Oakville,
ON, although it also retains a headquarters close to its facility in Iqaluit, the capital of Nunavut. Baffinland has been
developing the mine's property since 1986 and began production in 2014.

The company retains mineral rights that cover an area of about 233,500.0 hectares and include mining leases on
three deposits over that area. The company has invested significantly over the past several decades in infrastructure
on the property. Current infrastructure consists of the mine and quarries, a port and related ship loading facilities, an
airport, a 100.0-kilometre road and a variety of buildings used for lodging, maintenance and warehouses. Company
production has risen significantly over the past five years, from 1.3 million tonnes in 2015 to announced shipments in
excess of 6.0 million tonnes in 2019, according to ArcelorMittal's 2019 annual report (latest data available). The
company ships most production to Europe and ArcelorMittal has a standing contract to purchase the lesser of 2.0
million tonnes of iron per year from the company or 50.0% of total production.

The company's operating structure has changed slightly over the five years to 2020. Nunavut Iron has gradually
increased its ownership of the company over ArcelorMittal, from co-ownership of 50.0% prior to the reporting period
to more than 70.0% in 2018. During the second half of the reporting period Baffinland has also sought to expand its
production and in 2018 it received government permission to expand output to as much as 12.0 million tonnes per
year, though it has yet to report production figures near this level. This has been a point of contention for some in
Canada, as signs of iron ore pollution, such as iron dust, have begun to show near some of the company's sites.

Financial performance

Over the five years to 2020, Baffinland has experienced strong growth. While the overall industry has grown quickly,
Baffinland revenue has skyrocketed as production grew from about 1.0 million tonnes to about 6.0 million tonnes
during the period, alongside strong growth in world prices of iron ore. This has resulted in forecast revenue growth at
an annualized rate of 55.3% to $451.6 million during the period. The company does not have its own annual reports,
however and these estimates are based off of data provided by ArcelorMittal's annual reports. Company profit,
defined as earnings before interest and taxes, is also expected to grow significantly during the period, at an
annualized rate of 84.1% to $85.9 million.
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Baffinland Iron Mines Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 50.0 N/C 4.1 N/C
2016 137.4 174.8 17.5 326.8
2017 234.5 70.7 52.8 201.7
2018 328.4 40.0 80.6 52.7
2019 555.5 69.2 143.5 78.0
2020 451.6 -18.7 85.9 -40.1

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The top three companies in the industry typically account for the vast majority of industry revenue. Some smaller
industry operators have exited the industry in recent years, while many are not expected to undertake mining
activities in Canada in 2020. Volatility in the price of iron ore over the past decade has led to the cessation of
operations on several mine sites and the permanent closure of others. In 2015, Cleveland-Cliffs Inc., formerly Cliffs
Natural Resources, closed their Scully and Bloom Lake mines on a long-term basis.

Meanwhile, exploration efforts are expected to lead to some mine sites being developed and opened over the five
years to 2025. Tata Steel Minerals Canada are expected to start mining the Howse deposit in future years. Adriana
Resources together with China's WISCO are aiming to operate the Lac Otelnuk mine in the near future, which has
an estimated mine life of 30 years. These companies do not typically generate revenue while developing potential
mine sites, but are nevertheless expected to grow their market share when these mines become operational in
coming years. Ultimately, industry participation is forecast to decline over the next five years, as IBISWorld expects
the industry's major operators to continue to dominate.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Iron Ore Mining industry in Canada exhibits a high
level of capital intensity, as substantial amounts of capital
are invested in heavy equipment necessary for mining
activities. The ratio of labour costs to depreciation charges
is indicative of an industry's labour and capital intensities,
demonstrating the amount of revenue absorbed by labour
inputs and capital inputs into production. Overall, for every
$1.00 spent on labour, IBISWorld estimates that industry
operators spend $0.57 on capital investments in 2020.

High capital intensity arises from the nature of the mining
process, which requires significant investment in large
scale, earth moving and processing equipment, such as
electric shovels and conveyors. The industry also has a
substantial working capital requirement because
companies require sufficient capital to survive during
periods of low prices, when revenue can temporarily be
insufficient to cover costs. Furthermore, exploration efforts
require significant capital investment and these efforts are
not always successful. Companies also typically must pay
for transportation of iron ore products to market. This adds
to the level of capital required for mine operation.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Very Low Ease of Entry Very
Unlikely

A qualitative measure of barriers to entry. Fewer
barriers to entry increases the likelihood that
new entrants can disrupt incumbents by putting
new technologies to use.

Very Low Rate of Entry Very
Unlikely

Annualized growth in the number of enterprises
in the industry, ranked against all other
industries. A greater intensity of companies
entering an industry increases the pool of
potential disruptors.

Very High Market
Concentration

Very Likely A ranked measure of the largest core market for
the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

Technological innovation is expected to continue to affect the Iron Ore Mining
industry in Canada.

Given the safety concerns associated with mining activity, industry operators have increasingly invested in automated
boring and extracting machines, thereby reducing the need for labour. Additionally, the industry has invested in increasingly
sophisticated data analytics tools, which is expected to help operators survey larger swathes of terrain and quickly identify
iron ore deposits, leading to exploration cost savings in the long run. However, the nature of rights in Canada leaves
industry operators somewhat insulated to significant disruption.

The level of technology change is    Medium

  The Iron Ore Mining industry in Canada has increasingly relied on advanced
machinery and computer systems to manage the entire phase of mine
development.

From resource exploration to extraction to transportation, industry operators use technology to assess potential mines and
maintain existing ones. Many iron ore mining sites in Canada are open-pit and these sites use a wide variety of heavy
machinery, vehicles and analytical tools to monitor extraction rates. Mining operations worldwide have increasingly relied
on automated systems to extract and move resources, as these systems help minimize risk to workers.
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Worldwide, iron ore generally occurs in the form of iron oxides, the major forms of which are magnetite and hematite.
Taconite has low iron content, specifically 15.0 to 30.0% and can be found in hard, fine-grained, banded formations.
Hematite typically make up direct shipping ores (DSO) and this ore is composed of a higher concentration of iron ore than
other forms, greater than 50.0%. Depending on the deposit, different types of systems and machinery are required to
produce finished products.

Iron ore pellets are a major product sold by the industry, accounting for nearly half industry revenue. Taconite ore is
crushed into powder and large magnets are used to separate out the contained iron ore. This powder is then about the size
of marbles. The fuel used to bake the pellets represents a major cost in iron ore pelletizing. Pellets typically have an iron
content of 65.0%. Most iron ore pellets are loaded onto railcars and transported to ports for distribution globally. Most
industry operations maintain processing facilities and transportation systems at mine sites to minimize costs of distribution,
this trend is expected to continue.

Revenue
Volatility

The level of volatility is    Very High

  The Iron Ore Mining industry in Canada has exhibited a very high level of
revenue volatility over the five years to 2020, largely in response to drastic
fluctuations in the price of iron ore worldwide, in response to shifts in global
demand and supply conditions for iron ore.Exports are expected to grow
rapidly during the period, at an annualized rate of 7.3% to $4.0 billion.

on. This is expected to heighten revenue volatility, despite recent volatility in certain trade markets. While exports to China
peaked in 2013 and have since fallen, China has still generally demanded large quantities of iron ore and demand from
other major advanced economies, such as Japan and France, has risen. According to 2019 figures from Natural Resources
Canada (latest data available), domestic production has declined during the period, yet strong overall growth in the world
price of iron and growth in demand from downstream export markets have fuelled revenue jumps for the industry during the
period. Overall, the world price of iron has experienced price fluctuations in excess of 10.0% in more than half the years of
the reporting period. For example, a 42.4% decline in 2015 helped prompt a 28.1% decline in industry revenue on the year,
while price growth of 34.5% in 2019 led to expected growth of 43.5% in industry revenue on the year. Additionally, the
spread of COVID-19 (coronavirus) is expected to increase revenue volatility during the period, as revenue is forecast to
decline 17.6% in 2020 alone. This forecast decline is a result of a forecast decline in demand from export markets and an
expected decline in the world price of iron in excess of 10.0%

IBISWorld anticipates the world price of iron ore to decline modestly over the five years to 2025. While this could help make
the industry less volatile moving forward, any changes in global economic growth, production or geopolitical conditions
could cause significant volatility for industry participants.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

In the Iron Ore Mining industry in Canada, mineral rights are government-
owned and cannot be purchased by individual companies.
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Mineral rights can only be leased by individuals or companies. Consequently, government currently own 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.

According to the Yukon Act, for example, 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, Newfoundland and Labrador, a company can conduct prospecting or exploration
activities without a licence, but it must have a licence to 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.

IBISWorld also expects that the level of environmental regulation will increase in coming years. Concerns surrounding
greenhouse gases produced during production are expected increase and IBISWorld expects that new taxes could be
implemented that would negatively affect industry operations. Sustainability in mining is also likely to remain a primary
focus for companies.

Industry
Assistance

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

The Iron Ore Mining industry in Canada receives a moderate level of industry
assistance.

The majority of 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, as well as with environmental and community groups across Canada and the world.
Recently, MAC has increased its advocacy intensity by having a multi-stakeholder consultation with its members and
provincial governments in streamlining new regulations affecting the industry.

Towards Sustainable Mining (TSM)

The Towards Sustainable Mining (TSM) project is an industry-wide, performance-based program that aims to assist mining
companies assess their environmental influence. Established by MAC in 2004, TSM provides industry operators with tools
to monitor energy usage and to manage mining risks that affect the entire mining industry. The program aims to evaluate
the social effect of mining and all member companies of the MAC must participate in the program.

COVID-19

Additionally, industry operators are expected to qualify for government assistance programs being instituted in Canada as a
result of the spread of COVID-19 (coronavirus). For example, the government announced the Canada Emergency Wage
Subsidy, which provides benefits to help cover wage expenses for eligible employers. The Canada Emergency Business
Account provides interest-free loans to small businesses of up to $40,000. Large operators can apply for bridge financing
through the Large Employer Emergency Financing Facility. Due to the difficult operating environment expected in the
industry in 2020, numerous industry operators are expected to qualify for some form of government assistance. The
Canadian government has also announced the extension of timelines for spending capital raised via flow-through shares by
12 months, effectively protecting jobs and promoting exploration activity for operators in mining industries across Canada.
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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 iron ore

($ per metric
ton)

2011 7,326 3,839 20.0 14.0 5,200 4,677 1,017 602 3,666 168
2012 5,934 2,849 26.0 19.0 7,189 4,612 1,000 1,017 2,322 128
2013 6,400 2,928 43.0 31.0 6,522 4,970 992 962 2,422 135
2014 4,947 2,120 20.0 14.0 5,707 3,826 1,214 875 2,336 96.9
2015 3,560 1,281 15.0 11.0 4,372 2,792 747 729 1,515 55.8
2016 3,877 1,691 15.0 11.0 5,340 3,009 668 806 1,535 58.4
2017 4,263 2,302 14.0 10.0 5,543 3,330 763 888 1,696 71.8
2018 4,736 2,400 13.0 9.00 5,742 3,739 1,013 946 2,009 69.8
2019 6,798 2,958 9.00 6.00 6,926 5,447 1,031 1,184 2,382 93.8
2020 5,599 2,178 8.00 6.00 6,037 4,670 785 1,021 1,714 83.6
2021 6,036 2,603 7.00 5.00 6,220 4,992 837 1,062 1,880 77.6
2022 6,285 2,700 7.00 5.00 6,328 5,141 859 1,085 2,003 78.2
2023 6,438 2,925 6.00 5.00 6,432 5,223 870 1,105 2,085 78.8
2024 6,543 2,976 6.00 4.00 6,459 5,265 874 1,112 2,152 79.5
2025 6,615 3,007 6.00 4.00 6,457 5,280 874 1,114 2,209 80.0

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of iron ore

(%)
2011 8.37 11.2 11.1 7.69 15.5 27.1 -4.37 22.1 -11.5 15.0
2012 -19.0 -25.8 30.0 35.7 38.3 -1.40 -1.73 68.9 -36.7 -23.4
2013 7.85 2.75 65.4 63.2 -9.28 7.76 -0.82 -5.44 4.30 5.34
2014 -22.7 -27.6 -53.5 -54.8 -12.5 -23.0 22.4 -9.02 -3.55 -28.4
2015 -28.1 -39.6 -25.0 -21.4 -23.4 -27.0 -38.5 -16.7 -35.2 -42.4
2016 8.90 32.0 0.00 0.00 22.1 7.78 -10.6 10.5 1.37 4.64
2017 9.96 36.2 -6.67 -9.10 3.80 10.7 14.2 10.2 10.4 22.8
2018 11.1 4.23 -7.15 -10.0 3.59 12.3 32.8 6.53 18.5 -2.80
2019 43.5 23.3 -30.8 -33.3 20.6 45.7 1.75 25.2 18.5 34.5
2020 -17.6 -26.4 -11.1 0.00 -12.8 -14.3 -23.9 -13.8 -28.0 -10.9
2021 7.79 19.5 -12.5 -16.7 3.03 6.89 6.62 3.97 9.70 -7.17
2022 4.12 3.73 0.00 0.00 1.73 2.97 2.60 2.22 6.50 0.71
2023 2.44 8.34 -14.3 0.00 1.64 1.60 1.31 1.79 4.11 0.82
2024 1.62 1.72 0.00 -20.0 0.41 0.80 0.50 0.66 3.22 0.82
2025 1.10 1.05 0.00 0.00 -0.04 0.29 -0.02 0.20 2.64 0.69

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 52.4 27.7 63.8 1,409 8.22 260 115,808
2012 48.0 43.1 77.7 825 17.1 277 141,522
2013 45.7 40.9 77.7 981 15.0 152 147,516
2014 42.8 52.0 77.3 867 17.7 285 153,391
2015 36.0 49.3 78.4 814 20.5 291 166,766
2016 43.6 43.5 77.6 726 20.8 356 150,861
2017 54.0 45.0 78.1 769 20.8 396 160,184
2018 50.7 50.4 79.0 825 20.0 442 164,734
2019 43.5 43.3 80.1 982 17.4 770 170,993
2020 38.9 45.8 83.4 927 18.2 755 169,107
2021 43.1 44.5 82.7 970 17.6 889 170,659
2022 43.0 42.9 81.8 993 17.3 904 171,476
2023 45.4 41.7 81.1 1,001 17.2 1,072 171,735
2024 45.5 40.6 80.5 1,013 17.0 1,077 172,147
2025 45.5 39.6 79.8 1,024 16.8 1,076 172,557

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

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

Mining Industry Human Resources Council
http://www.mihr.ca

Natural Resources Canada
http://www.nrcan.gc.ca

Industry Jargon BENEFICIATION
A variety of processes whereby ore extracted through mining is separated into mineral and gangue, the former
suitable for further processing or direct use

IRON ORE PELLETS
Marble-sized balls of an iron ore and clay mixture, baked in a large furnace.

PELLETIZING
The process of compressing or molding a material into the shape of a pellet.

TACONITE
An iron-bearing, high-silica, flint-like rock. It typically contains between 20.0 and 30.0% iron and occurs in the
Mesabi Range of northeastern Minnesota.

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.

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
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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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