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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:

· Revenue for the Heating and Air-Conditioning Contractors industry in Canada is expected to decrease in 2020 due
to the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The industry's profit margin is expected to decrease in 2020 due to the lag in construction activity and
manufacturing delays in the industry's upstream suppliers. For more detail, please see the Cost Structure
Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate as a result of the coronavirus pandemic. For
more detail, please see the Major Markets 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 This industry installs and services heating, ventilation, air-conditioning and refrigeration equipment. The work

performed includes new installations, additions, alterations, maintenance and repairs. Plumbing-related information
is not covered in this report, but is instead covered in the Plumbing industry in Canada report (IBISWorld report
23822bCA).

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Air-conditioning system installation, except window units

Air vent installation

Furnace conversions (i.e. from one fuel to another)

Refrigeration system (e.g. commercial, industrial or scientific) installation

Heating, ventilation and air-conditioning (HVAC) contractors

Furnace humidifier installation

Natural gas fireplace installation

Duct work (e.g. cooling, dust collection, exhaust, heating and ventilation) installation

Ventilation equipment installation

Heating and ventilation system component (e.g. air registers, diffusers and filters) installation

The major products and services in this industry are:

HVAC maintenance and repairs

Refrigeration system installations, maintenance and repairs

HVAC installations
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Supply Chain

SIMILAR INDUSTRIES

Electricians in Canada Roofing Contractors in Canada Plumbing, Heating & Air-
Conditioning Equipment
Wholesaling in Canada

Plumbing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Heating & Air-Conditioning
Contractors in the US

Solar Panel Installation Solar Water Heater Installation HVAC Service Franchises

Air Conditioning and Heating
Services in Australia

Building Completion & Interior
Design in China

Plumbing, Heating & Air
Conditioning Installation in the UK

Air Conditioning and Heating
Services in New Zealand

Plumbing, Heating & Air
Conditioning Installation in Ireland
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Industry at a Glance
Key Statistics

$11.8bn
Revenue

Annual Growth

2015–2020

-0.1%

Annual Growth

2020–2025

3.3%

Annual Growth

2015–2025

 

$600.7m
Profit

Annual Growth

2015–2020

-4.2%

  Annual Growth

2015–2020

 

5.1%
Profit Margin

Annual Growth

2015–2020

-1.2pp

  Annual Growth

2015–2020

 

11,943
Businesses

Annual Growth

2015–2020

1.0%

Annual Growth

2020–2025

2.0%

Annual Growth

2015–2025

 

59,400
Employment

Annual Growth

2015–2020

0.4%

Annual Growth

2020–2025

2.6%

Annual Growth

2015–2025

 

$4.1bn
Wages

Annual Growth

2015–2020

0.3%

Annual Growth

2020–2025

2.8%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.6%
Per capita disposable income

-2.6%
Value of nonresidential
construction

1.9%
Value of residential construction

2.2%
Housing starts

0.3%
Residential renovation
expenditure

1.7%
Price of electric power

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Steady

 

Key Trends

 Domestic economic conditions caused industry demand to
decrease in 2020

 Many HVAC contractors have found steady demand from
repair or maintenance projects

 Industry profit is expected to decline

 Consumer spending power is projected to improve as the
overall economy recovers

 Improving energy-efficiency ratings will become more
essential

 External competition from the retail and manufacturing
sectors will increase

 Steep declines in the value of nonresidential construction
during the five-year period have pressured industry demand
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Price of electric power

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Heating up: Government energy-efficiency incentives are expected to
benefit HVAC contractors

The Heating and Air-Conditioning Contractors industry in Canada is highly dependent on construction activity across
Canada, as the majority of revenue is generated from heating, ventilation and air-conditioning (HVAC) installations
in new residential and nonresidential buildings. As a significant share of industry revenue is generated from
maintaining, monitoring and repairing existing equipment, the industry is somewhat shielded from volatile
performance in construction markets. However, steep declines in the value of nonresidential construction over the
five years to 2020 have pressured industry demand. The value of nonresidential construction declined 9.5% and
6.7% in 2015 and 2020, respectively. However, the industry has also been supported by rising per capita disposable
income levels. Despite rising disposable income levels, industry revenue is expected to decrease an annualized
0.1% to reach $11.8 billion, with an expected drop of 6.2% in 2020 alone. The fall in 2020 can be mainly attributed to
the COVID-19 (coronavirus) pandemic and the resulting adverse economic effects, which have affected demand
levels from many of the industry's major downstream markets.

Despite flourishing demand for housing starts in the beginning of the period, the latter half of the period endured
decreased construction demand among all sectors. Although housing starts are still expected to grow slightly during
the period, the value of nonresidential construction is expected to decrease an annualized 2.8% during the same
period. Subsequently, these factors decrease demand for HVAC installations across construction markets. These
decreasing drivers, along with the adverse effects of coronavirus, caused the industry's profit margin to dwindle over
the five years to 2020.

Alongside stronger demand from downstream markets, national standards for energy efficiency and a growing trend
toward lowering energy use are projected to encourage building owners to upgrade to more efficient systems. In
addition, government energy-efficiency incentives are expected to benefit HVAC contractors. Furthermore, rising
electricity prices are also expected to motivate households to purchase or upgrade to more efficient HVAC systems
so that they can lower their electricity bills in the long term. Overall, industry revenue is forecast to rise an
annualized 3.3% to reach $13.9 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Housing starts

Industry contractors derive a substantial share of revenue from installing heating, ventilation and air-conditioning
(HVAC) equipment and ducting in new residential buildings and structures, which include single-family homes and
multifamily residences, such as apartment buildings. Consequently, growth in housing starts will benefit the industry.
Housing starts are expected to decline in 2020, posing a potential threat to the industry.

 

Value of nonresidential construction

Private investment in nonresidential structures consists of new construction and renovations associated with
nonresidential buildings, including commercial, industrial, educational and religious structures. This industry derives
a substantial share of its revenue by installing, maintaining and repairing air-conditioning, climate control and
refrigeration systems in nonresidential buildings. As a result, the industry benefits from increases in private
investment in nonresidential structures. The value of nonresidential construction is expected to decrease in 2020.

 

Per capita disposable income

Per capita disposable income represents an individual's ability to purchase goods or services. Per capita disposable
income levels are an important driver of industry demand due to the industry's reliance on homeowners for upgrade,
renovation and maintenance revenue. Therefore, operators benefit from increases in per capita disposable income
since consumers have more income to spend on housing renovations and additions. Per capita disposable income
is expected to rise in 2020, representing a potential opportunity for the industry.

 

Residential renovation expenditure

Residential renovation expenditures include homeowner and residential building owners' spending on property
upgrades and maintenance, such as the repair and installation of HVAC equipment. Since heating and air
conditioning is typically considered essential to a household's quality of life, the maintenance of working HVAC
systems is more resistant to economic downturns than other types of home improvement activities. The value of
residential renovation expenditures is expected to decrease in 2020.

 

Value of residential construction

Private investment in residential structures consists of new construction and renovations associated with residential
buildings, including single and multifamily homes, apartments and dormitories. HVAC systems are considered an
essential part of a living space and are found in virtually all homes. The value of residential construction benefits
from environmentally friendly trends pushing for more modern and technologically advanced HVAC systems.
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Operators can charge higher rates for these systems, leading to greater revenue. The value of residential
construction is expected to decrease in 2020.

 

Price of electric power

Energy prices, which are reflected in the price of electric power, can influence consumers' and businesses'
willingness to invest in newer, more energy-efficient HVAC systems. Rising electricity prices encourage consumers
to trade up to more efficient systems, while falling electricity prices lessen the cost savings offered by efficient HVAC
systems. The price of electric power is anticipated to increase in 2020.

 

Current
Performance

Revenue for the Heating and Air-Conditioning Contractors industry in
Canada has fallen slightly over the five years to 2020.

This industry includes companies that mainly install and service heating, ventilation, air-conditioning (HVAC) and
refrigeration equipment. Prior to the reporting period, increasing business activity and consumer spending benefited
business expansion plans and supported new commercial construction. At the same time, growth in per capita
disposable income has enabled consumers to upgrade their HVAC systems. Industry operators were also able to
benefit from repair and maintenance demand, which must generally be addressed immediately. Nonetheless,
downstream construction markets experienced volatile conditions throughout the five years to 2020, with the value
of nonresidential construction decreasing an annualized 2.8%. In addition, due to the ongoing COVID-19
(coronavirus) pandemic, demand from the industry's major markets is expected to dwindle in 2020. As a result,
industry revenue is expected to decrease at an annualized rate of 0.1% to $11.8 billion over the five years to 2020,
with revenue expected to fall 6.2% in 2020 alone. The fall in 2020 can be mainly attributed to coronavirus and the
resulting adverse economic effects.

INDUSTRY REBOUNDS

Industry technicians service a variety of buildings and structures, as
nearly every building in Canada uses some type of HVAC or refrigeration
system.

Since there is high demand for heating units across Canada, HVAC contractors are necessary to ensure proper
functioning of building markets in every province. Therefore, the industry is usually able to avoid the effects of
contraction in individual downstream markets. However, Canada's brief dip during the recession in 2015 resulting
from the precipitous drop in the price of crude oil, a key export for Canada, led to downturns across the construction
sector, with nonresidential construction falling particularly hard. Though one of the industry's larger players, such as
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Black & McDonald Limited, have the capacity and management experience to handle industrial and public sector
contracts worth millions of dollars, most industry operators work for local contractors or operate on their own. As a
result, most of the industry depends on single-family home construction and repair work ordered by homeowners
and businesses.

However, due to coronavirus, domestic economic conditions caused demand for the industry's services to decrease
in 2020. As the unemployment rate increases an annualized 6.9% over the five years to 2020, many consumers will
be more hesitant to demand the industry's services. Nevertheless, as disposable income levels rose, demand for
repair and maintenance work increased, benefiting another primary market for medium-sized HVAC contractors.

INDUSTRY LANDSCAPE

Repair work is typically more resistant to economic fluctuations, as
keeping air-conditioning and heating systems in working order is
considered essential to the quality of life for households, particularly
during the summer and winter months.

Many HVAC contractors also found steady demand from repair or maintenance projects. Residential renovation
expenditure, which measures consumer spending on home improvement and maintenance, is expected to grow at
an annualized rate of 0.5% over the five years to 2020. Resulting from this rebound in demand, the number of total
industry enterprises is expected to increase at an annualized rate of 1.0% to total 11,943 companies over the five
years to 2020. Meanwhile, total industry employment is anticipated to rise at an annualized rate of 0.4% to 59,400
workers during the same period. With both employment and enterprises outpacing revenue over the past five years,
operators are experiencing a more competitive landscape. Consequently, no company is still expected to account
for more than 5.0% of industry market share in 2020.

TURBULENT YEAR

During the reporting period, the industry was affected by volatile
economic conditions that affected all of their major markets and upstream
suppliers.

Prior to the reporting period, the industry was affected by renewed housing bubble fears and sluggish performance
in the value of residential construction, which reduced demand for heating and air-conditioning units. The post-crisis
government stimulus over the five years to 2013 led to another inflation in real estate prices that forced investors to
pull back. Additionally, the world price of crude oil slipped in 2015 and 2020, which was a detriment to Canada's
heavily commodity-reliant economy. More importantly the values of nonresidential and residential construction have
been extremely volatile during the period, causing more uncertainty for industry operators. For instance, the number
of housing starts have been steadily decreasing during the latter half of the reporting period, contributing the fall in
industry revenue in 2020. Despite housing starts expected to rise an annualized 1.0% over the five years to 2020,
other decreases in the construction markets attributed to the industry's decline.

While the sharp contraction of nonresidential construction markets in 2020 cut into industry demand, HVAC
contractors were still able to secure repair and maintenance contracts. The necessity of these repair services, along
with a slight growth in residential renovation spending, has permitted this market segment to cushion industry
revenue. In 2017 and 2020, the industry experienced its only decline of 1.2% and 6.2%, respectively, due to volatile
construction performance. For instance, with the value of nonresidential construction declining 9.5% and 6.7% in
2015 and 2020, respectively, the industry endured a slight decline over the five years to 2020. Moreover, the
coronavirus pandemic was one of the main reasons for the decrease in the industry's profit margin. Profit, measured
as earnings before interest and taxes, dropped from 6.3% of revenue in 2015 to 5.1% in 2020.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Housing
Starts

(Units)
2011 10,348 4,284 10,818 10,746 51,361 N/A N/A 3,449 N/A 193,950
2012 11,017 4,600 10,958 10,886 54,478 N/A N/A 3,710 N/A 214,827
2013 11,385 4,761 11,492 11,413 55,650 N/A N/A 3,840 N/A 187,923
2014 11,765 4,943 11,198 11,118 57,383 N/A N/A 3,991 N/A 189,329
2015 11,820 5,001 11,439 11,354 58,192 N/A N/A 4,052 N/A 195,535
2016 12,062 5,060 11,656 11,571 58,874 N/A N/A 4,140 N/A 197,915
2017 11,921 4,889 11,768 11,703 58,860 N/A N/A 4,029 N/A 219,763
2018 12,500 5,265 12,023 11,977 61,055 N/A N/A 4,244 N/A 212,843
2019 12,551 5,230 11,909 11,879 61,398 N/A N/A 4,267 N/A 208,685
2020 11,779 4,897 11,963 11,943 59,400 N/A N/A 4,103 N/A 206,000
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Industry Outlook
Outlook Over the five years to 2025, the Heating and Air-Conditioning Contractors

industry in Canada is anticipated to experience faster growth due to
recovering construction demand.

Coming off depressed economic conditions in 2020, demand from domestic construction sectors is forecast to
fluctuate slightly moving forward. However, construction demand is expected to trend upward overall, as demand for
heating, ventilation and air-conditioning (HVAC) services, the industry's primary service segment, is projected to
grow slowly over the next five years. Additionally, improving consumer spending and the growing popularity of
energy-efficient systems that lower costs for businesses and households will drive demand for new installations in
existing structures. Growing demand for automated systems from commercial clients will also be a crucial revenue
driver, especially for large industry operators. Consequently, industry revenue is forecast to increase at an
annualized rate of 3.3% to reach $13.9 billion over the five years to 2025.

Additionally, consumer spending power is projected to improve over the next five years as the overall economy
recovers, benefiting both the housing market and business expansion. Residential renovation expenditure is
anticipated to rise at an annualized rate of 2.9% over the five years to 2025. In addition, the value of nonresidential
construction is expected to recover and grow at an annualized rate of 3.7% during the same period. These growing
economic drivers is projected to enable consumers to spend on HVAC upgrades and maintenance services that
were deferred during economic downturns.

UPGRADES SURGE

Households and businesses will begin replacing outdated and less
efficient HVAC systems with newer models that provide additional heating
and cooling output and require less power.

For businesses, the combination of volatile energy prices and the desire to reduce operational costs, as well as
government-mandated energy-efficiency ratings (EnerGuide), will increase demand for these energy-efficient
systems. Additionally, growing public concern over greenhouse gas emissions and climate change will make these
systems more attractive to consumers seeking to become more environmentally friendly, contributing to the growing
trend toward replacements.

Historically, changes in energy prices, determined in part by the world price of oil and changes in the price of
electricity, have been important drivers for key demand. With the world price of oil experiencing significant volatility
over the past five years, IBISWorld projects that energy price volatility will slightly stabilize over the five years to
2025. Moreover, the world price of crude oil and the price of electric power are expected to increase at an
annualized rate of 5.5% and 0.8%, respectively, over the next five years. An increase in the price of electric power
will motivate households to upgrade their HVAC systems. Increases in consumer spending and corporate profit will
also support this trend in the coming years as businesses will have more income to invest for industry services.
Therefore, consumers and companies are anticipated to invest in systems that will either lower or smooth out
volatility in monthly costs, such as energy payments. Heating and air-conditioning system contractors are seeking to
capitalize on this development and on the widespread concern about energy efficiency and environmental
stewardship.

Improving energy-efficiency ratings will become more essential over the next five years. Due to increasingly
stringent mandatory requirements set forth by Natural Resources Canada and by agencies in local provinces, many
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homeowners and building contractors are expected to increase their demand for industry services. These
requirements may not exclusively affect the installation of more efficient products, but could contend with upgrading
existing systems. As more efficient models become standardized, technicians will be needed to upgrade and replace
older systems (IBISWorld report 23622aCA).

EFFECTIVE INCENTIVES

Over the next five years, rising revenue and growing demand from the
construction sector is projected to encourage new operators to enter the
industry.

Consequently, the number of enterprises is projected to grow at an annualized rate of 2.0% to total 13,159
companies over the five years to 2025. Much of this growth will be a result of independent contractors finding work
in the recovering business and nonresidential construction markets. The industry's largest companies will benefit
from the trend toward customization among commercial clients, which are projected to seek out efficient and
automated systems designed for their particular structures. Therefore, across the industry's various market
segments, operators will be better able to raise prices due to favourable economic conditions among downstream
clients. Consequently, IBISWorld expects industry profit, measured as earnings before interest and taxes, to rise
slightly over the five years to 2025. Additionally, advancing at a similar rate with revenue, industry wages are
anticipated to rise at an annualized rate of 2.8% to reach $4.7 billion over the next five years.

External competition from the retail and manufacturing sectors is also anticipated to increase over the next five
years. HVAC system manufacturers often include warranty and maintenance services as a part of the sale price,
along with in-house employees to service requests. Retailers usually outsource consumer-grade HVAC and
refrigeration system installation and maintenance to contractors in this industry. However, some have also begun
using in-house workers to perform these services to diversify operations and open additional revenue streams.
Operators in Canada's Heating and Air-Conditioning Contractors industry that specialize in certain products or boast
knowledge of modern, digitized systems will be less affected by this trend.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Housing
Starts

 (Units)
2020 11,779 4,897 11,963 11,943 59,400 N/A N/A 4,103 N/A 206,000
2021 12,334 5,191 12,231 12,191 61,460 N/A N/A 4,256 N/A 205,000
2022 12,910 5,385 12,553 12,496 63,627 N/A N/A 4,416 N/A 211,000
2023 13,262 5,513 12,791 12,727 65,077 N/A N/A 4,520 N/A 206,000
2024 13,562 5,633 13,009 12,940 66,373 N/A N/A 4,613 N/A 204,000
2025 13,851 5,732 13,233 13,159 67,683 N/A N/A 4,705 N/A 204,000
2026 14,141 5,839 13,454 13,375 68,964 N/A N/A 4,796 N/A 204,000

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA growth is anticipated to trend in line with Canadian GDP over the 10 years to 2025

Industry services are completely accepted in the market

Energy-efficient HVAC systems are driving technological change
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The Heating and Air-Conditioning Contractors industry in Canada is in the mature phase of its economic life cycle.
Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to grow
at an annualized rate of 1.4% over the 10 years to 2025. In contrast, Canada's GDP is expected to grow at an
annualized rate of 1.8% during the same period. IVA growth in line with the overall economy is indicative of a mature
industry. Heating, ventilation and air-conditioning (HVAC) systems are completely accepted in the market and are
present in nearly every structure in Canada. Regardless of climate, nearly every home and building has at least
basic heating systems installed. This complete market saturation strongly reflects the industry's maturity.

Although technological change and innovation have led to more energy-efficient industry products, the techniques
employed by HVAC technicians have not changed significantly. Finally, the industry is characterized by high levels
of local competition, in which several contractors or small businesses compete for projects in a narrow regional
market.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Heavy Engineering Construction in Canada

Municipal Building Construction in Canada

Homebuilders in Canada

Commercial Building Construction in Canada

Apartment & Condominium Construction in Canada

Industrial Building Construction in Canada

2nd Tier

Mining In Canada

Utilities In Canada

Manufacturing In Canada

Retail Trade In Canada

Accommodation In Canada

Consumers in Canada

Public Administration in Canada

Key Selling Industries
1st Tier

Hardware Stores in Canada

Plumbing, Heating & Air-Conditioning Equipment
Wholesaling in Canada

Tool & Hardware Wholesaling in Canada

Construction & Forestry Equipment Wholesaling in
Canada

2nd Tier

Heating & Air-Conditioning Equipment Manufacturing in
Canada

Hardware Manufacturing in Canada

Metal Pipe & Tube Manufacturing in Canada

Construction Machinery Manufacturing in Canada

Products & Services

  Demand for the Heating and Air-Condition Contractors industry's services
are expected to fluctuate due to the COVID-19 (coronavirus) pandemic.

Despite this industry's services being needed in every building, demand for certain services are expected to rise
quicker than others. For example, demand for heating, ventilation and air-conditioning (HVAC) maintenance and
repairs are expected to rise at a quicker rate than HVAC instillations. As a result of coronavirus and the resulting lag
in demand from the construction market, consumers will tend to repair old products rather than installing a new one.

HVAC INSTALLATIONS

In 2020, heating, ventilation and air-conditioning (HVAC) installations are
expected to account for 68.7% of revenue for the Canadian Heating and
Air-Conditioning Contractors industry.

Volatile performance in new construction activity over the five years to 2020 led HVAC installation work to
experience a fluctuating share of revenue. Maintenance services, which are somewhat more resistant to economic
fluctuations, have remained an important share of revenue during this period.
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The majority of HVAC installations are associated with new building construction, comprising 56.0% of industry
revenue in 2020. Additionally, upgrades and replacement services in existing buildings also make up this industry
segment and account for 12.7% of revenue in 2020. Businesses and individuals generally replace existing units to
cut monthly energy expenses, especially during periods of high energy prices. The government has also promoted
this activity through grants and other incentive programs as it tries to reduce energy consumption and greenhouse
gas emissions.

Over the five years to 2020, the value of residential construction is expected to remain stagnant. However, housing
starts are expected to increase an annualized 1.0% over the five years to 2020, causing this segment's share of
revenue to only slightly increase. Over the five years to 2025, the number of installations is forecast to rise in line
with the construction market recovery.

HVAC MAINTENANCE AND REPAIRS

After an HVAC unit has been installed, technicians often perform routine
maintenance and repair work to keep it operating efficiently.

During this process, technicians adjust burners and blowers and check the system for leaks. The maintenance and
repairs of HVAC systems are expected to account for 25.3% of industry revenue in 2020. Maintenance activity is
expected to slightly rise over the five years to 2020, due to weak construction markets and as companies and
homeowners seek to maintain older systems rather than purchase new ones. Over the five years to 2025, demand
for maintenance and repairs is expected to slightly decline, as businesses and consumers replace outdated systems
at higher rates.

REFRIGERATION SYSTEM INSTALLATIONS, MAINTENANCE AND REPAIRS

Refrigeration system installations, maintenance and repairs are expected
to account for 6.0% of industry revenue in 2020.

These systems are used by a variety of companies and organizations, including restaurants, hospitals, laboratories
and manufacturers. Over the past decade, operators servicing this segment benefited from a rise in installations due
to technological improvements related to energy efficiency and reliability. Energy efficiency has been particularly
important over the past five years due to the green movement, which has emphasized the need to reduce energy
consumption and greenhouse gases. In addition to environmental purposes, demand for new energy-efficient
refrigeration systems has been supported by the desire to reduce monthly energy bills. Despite the positive trends in
this segment, this segment's share of revenue is expected to slightly decrease as demand for HVAC maintenance,
repairs and instillations rise at quicker rates over the five years to 2020.

Demand
Determinants

Demand for the Heating and Air-Conditioning Contractors industry in
Canada varies significantly by type of service (i.e. installation,
maintenance or repair).

Demand for services also varies based on the structure of buildings, as heating, ventilation and air-conditioning
(HVAC) and refrigeration systems differ between residential and nonresidential properties. For both markets,
installation activity is driven by construction trends, as most installations are related to new buildings and homes. As
a result of the industry's reliance on construction trends, demand for the industry's services is expected to decrease
in 2020 due to the adverse economic effects of COVID-19 (coronavirus)

As HVAC and refrigerator systems are costly, most businesses and consumers replace existing equipment only
when necessary. However, new systems are often more reliable and energy-efficient than their older counterparts
due to improvements in technology. As a result, installation activity is increasingly influenced by other factors,
including energy prices, tax incentives, interest rates, property prices, consumer sentiment and environmental
concerns, all of which can encourage consumers and businesses to replace HVAC systems in existing buildings.

As energy prices rise, there is greater incentive to replace existing systems with newer energy-efficient units.
Similarly, grants from provincial governments for installing new HVAC and refrigeration systems reduce purchase
costs; therefore, demand for upgrade services increases. Demand is also influenced by real estate and economic
conditions. Typically, as incomes are repressed, businesses and individuals cut back on unnecessary expenditures,
including HVAC and refrigeration system upgrades, to save money.

Demand for maintenance and repair services is steadier than demand for installations. For instance, this is expected
to provide industry operators a cushion during the 2020 contraction in residential construction activity. Moreover, this
segment does not rely on new construction activity for business, barely benefiting from improvements in technology
such as upgrades. Instead, repair demand exists on a need-only basis. If a system breaks, repair services are
needed. Similarly, maintenance occurs on a pre-scheduled basis, as it is necessary to ensure systems run properly.
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Demand for heating and air-conditioning services is also influenced by the home or building's location. New houses
built in warmer provinces are more likely to be fitted with air conditioning than those built in cooler areas. However,
unlike air conditioning, some type of central heating system can be found in most homes across Canada, whether or
not they are located in colder provinces.

Major Markets

  Demand from the Heating and Air-Conditioning Contractors industry's
major markets is expected to fluctuate.

  Due to the ongoing COVID-19 (coronavirus) pandemic, demand from many construction markets is expected to
fluctuate based on how essential a certain establishment is. Thus, construction demand for certain retail markets
may decrease and construction demand for healthcare facilities may increase.

RESIDENTIAL BUILDING MARKET

The residential building market, which consists of single-family homes
and apartment buildings, including multifamily homes, dormitories and
barracks, is expected to account for 46.3% of the Canadian Heating and
Air-Conditioning Contractors industry's revenue in 2020.

The strong housing expansion experienced early over the five years to 2020 helped this segment to maintain its
market share. However, volatile performance during the end of the period offset earlier growth.

Despite lagging construction activity due to coronavirus, demand for heating, ventilation and air-conditioning (HVAC)
installation services is expected to slightly increase. This segment's market share was helped by the increase in
replacement and upgrade activities, as homeowners and property owners increased their home improvement
expenditures. Over the five years to 2020, residential renovation expenditure is expected to increase at an
annualized rate of 0.5%. This trend is expected to continue over the five years to 2025, albeit at a quicker rate.

MANUFACTURING AND INDUSTRIAL BUILDINGS

The manufacturing and industrial building sector is expected to account
for 8.5% of industry revenue in 2020.

Traditional manufacturing construction continues to remain weak due to the offshoring of production to foreign
countries with less expensive labour costs. In addition, due to the coronavirus pandemic and the resulting adverse
effects in the manufacturing sector, demand is expected to slightly decrease as a share of revenue over the five
years to 2020. Manufacturing levels are forecast to improve over the five years to 2025 as demand for Canadian
manufacturing increases due to strong government incentives and rising labour costs abroad.

OFFICE BUILDINGS

In 2020, office buildings are expected to account for 14.1% of industry
revenue.

This market segment has declined over the five years to 2020 due to increased work from home policies as a result
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of coronavirus. Furthermore, corporate profit is expected to decline over the five years to 2020, contributing to the
segments decline as a share of revenue. Over the five years to 2025, these downward trends are expected to
reverse as the value of nonresidential construction is anticipated to recover at an annualized rate of 3.7%.

HEALTHCARE, EDUCATION AND INSTITUTIONAL BUILDINGS

Healthcare, education and institutional buildings include hospitals,
medical complexes, courts, prisons, police stations and schools.

This segment is expected account for 7.8% of revenue in 2020, increasing slightly over the five years to 2020. The
increase in this market's share over the past five years has been driven by the coronavirus pandemic and the need
for healthcare facilities to remain fully operational. Since healthcare facilities require refrigeration and HVAC
services, its share of demand has caused this segment to rise as a share of revenue. Over the five years to 2025,
this segment's market share is expected to slightly decline, as the single-family and commercial building
construction markets grow at a quicker rate.

RETAIL AND STORAGE SPACES

The retail market is composed of a diverse set of buildings and
companies, including restaurants, automobile service stations, boutique
stores, grocers and big-box retailers.

Additionally, this segment includes distribution centres and mini storage units. Similar to the office market, demand
for services by retailers has decreased alongside lagging economic activity, in particular a fall in consumer
spending. In 2020, consumer spending is expected to decrease 7.6%, resulting in less retail and mall starts. As a
result, the retail market has decreased as a share of revenue and is expected to account for 20.1% of revenue in
2020. This market is expected to slightly decline further over the five years to 2025, as consumers increasingly shop
online.

OTHER

Contractors in this industry also serve nonbuilding construction facilities,
which are expected to account for 3.2% of revenue in 2020.

Other building construction facilities this industry serves include religious buildings, social and recreational buildings,
as well as hotels and motels. This segment's share of revenue has slightly decreased over the five years to 2020 as
coronavirus is expected to decrease demand for other non-essential buildings.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Heating and Air-Conditioning Contractors industry in Canada is service-oriented and therefore does not engage
in international trade. While the majority of industry participants are small- or medium-sized companies, some are
multinational companies that offer heating, ventilation and air-conditioning (HVAC) and refrigeration services in a
variety of markets, including industrial, municipal, multifamily and commercial. Multinational construction companies
include both foreign-owned operators in Canada and domestic-based operators offering services abroad.
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Business
Locations

  Demand for operators in the Heating and Air-Conditioning Contractors industry in Canada is heavily dependent on the financial,
demographic and economic trends that affect the construction industry. As a result, the geographic spread of industry activity
generally corresponds with the distribution of economic and construction activity across Canada, with a skewed representation of
activity in major metropolitan areas. According to Statistics Canada, Ontario, Alberta, British Columbia and Quebec account for a
combined 87.2% of total industry establishments in 2020.

Ontario and Quebec

In 2020, Ontario is expected to account for 41.4% of industry establishments. Over the five years to 2020, industry operators in
this region have benefited from an increase in downstream demand for heating, ventilation and air-conditioning (HVAC)
installation services and HVAC repair services related to office construction, as Ontario is a major hub for the technology and
finance industries. Ontario is also Canada's most populous region, accounting for 38.8% of the nation's total population. Over the
past five years, industry revenue generated in this region has also been driven by HVAC services for residential projects, such as
multifamily and condominium construction, especially in large and expanding urban centres such as Toronto.

Quebec also contains a substantial share of industry activity, accounting for an expected 14.7% of total establishments in 2020.
The region is home to 22.6% of Canada's population, comprising more than 8.5 million people, which has helped drive industry
revenue from residential building projects. Additionally, Quebec is home to a thriving industrial and manufacturing sector, which
has contributed to HVAC service revenue for nonresidential building projects.

Alberta and British Columbia

Alberta and British Columbia are expected to account for 14.9% and 16.2% of total industry establishments, respectively, in 2020.
British Columbia, home to 13.5% of Canada's population, has experienced increased immigration into urban centres, such as
Vancouver, which helped drive industry revenue related to residential construction. In Alberta, strong global demand for energy
has helped drive HVAC installation for public infrastructure projects, as well as privately funded industrial and commercial building
projects.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Heating and Air-Conditioning Contractors industry in Canada has a low level of market share concentration,
with the industry's top four largest players expected to account for less than 10.0% of industry revenue in 2020.
Furthermore, no single operator is expected to account for more than 5.0% of total industry revenue. The majority of
operators are small companies specializing in specific regions or forms of heating, ventilation and air-conditioning
(HVAC) systems. This is due to the industry's scope of coverage making it difficult for operators to retain a large
market share. Market share concentration is expected to remain low over the five years to 2025. While more
companies are expected to enter the industry, volatile construction performance is expected to influence industry
performance and uncertainty.

Key Success
Factors

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

Having a good reputation:
Contractors need to establish a reputation for quality, timeliness, price and fiscal accountability within their local
market.

Ability to compete on tender:
Companies must have the capacity to contest and hold ongoing maintenance contracts to generate a stable revenue
base. Large companies must also be able to compete for contracts in lucrative commercial building markets.

Management of seasonal production:
Managing a steady workflow despite wide seasonal fluctuations is important for industry success. Operators must
also be capable of reading construction cycles and adapting their workflow accordingly.

Ability to accommodate environmental requirements:
Industry operators must have the capacity to adapt to market demand for environmentally friendly construction
techniques that ensure water and energy efficiency.

Ability to provide testing or thermometers for on-site employees:
Since industry operators are forced to work at a particular site, the ability to get workers tested is crucial for
operators to keep their employees safe.

Cost Structure
Benchmarks
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  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 5.1% of industry revenue in 2020, down from
6.3% in 2015. Heating, ventilation and air-conditioning (HVAC)
contractors benefit from relatively low fixed costs. Other than
transportation and basic tools, they are able to alter their purchase
costs according to the job and are thus able to increase and decrease
expenses in line with demand. Due to the ongoing COVID-19
(coronavirus) pandemic industry operators are expected to endure a
decrease in profit largely due to the fall in construction markets across
the country. Particularly, the decrease in the value of nonresidential
construction is expected to dwindle demand from one of the industry's
major markets. In addition, coronavirus has caused many
manufacturing facilities to either shut down or slowdown their
operations, in an effort to mitigate the spread of coronavirus. This
slowdown in manufacturing is expected to delay operators from
purchasing certain products, causing contractors the inability to
purchase certain items needed for a particular project. However, with
the construction market projected to recover over the five years to
2025, IBISWorld expects industry profit to rise alongside the growth in
construction activity.

 

  Wages

Industry wages are expected to account for 34.8% of revenue in 2020,
up slightly from 34.3% in 2015. Similar to the majority of the service
sector, the industry relies most heavily on the skills and knowledge of
its technicians. Purchase costs can generally be altered in accordance
with the requirements of individual contracts, but wages are much less
flexible, as full-time employees are paid a salary regardless of demand
levels.
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  Purchases

Purchases, including costs of materials, components and supplies used
for installation and maintenance and repair services, are expected to
account for 52.4% of industry revenue in 2020. Purchase expenses
generally fluctuate with demand as most costs are associated with
HVAC and refrigerator installation, maintenance and repair services. To
a lesser extent, purchases are also influenced by changes in
commodity prices, particularly aluminum and other metals, as these are
used for ducting in HVAC installations. The purchase of gasoline, a key
expense for operators, is also included in this segment.

In addition to material purchases, industry participants also buy tools
and other equipment that are used to install and repair HVAC and
refrigeration systems. Moreover, in response to the heightened volatility
across construction markets, an increasing number of operators have
shifted toward hiring contracted technicians, whose hours and pay are
more flexible, to better respond to unstable demand.

 

  Marketing

Marketing costs, which are expected to account for 1.0% of revenue in
2020, are also generally low for the industry, as most work is gained
through recommendations and relationships with general contractors.

 

  Depreciation

Depreciation is expected to account for 1.7% of industry revenue in
2020, and is largely limited to the purchase of transportation. HVAC
contractors use little to no heavy or depreciable equipment or
machinery in their line of work.
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  Rent

In 2020, rent costs are expected to represent 1.3% of industry revenue
in 2020. This figure is expected to have remained stable over the past
five years.

 

  Utilities

Utility costs for the industry are low, accounting for 0.8% of revenue in
2020, as work is done on-site.

 

  Other Costs

Other miscellaneous costs, which are expected to account for 3.0% of
revenue in 2020, include licensing fees, legal bills and insurance
payments.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  The majority of companies in the Heating and Air-Conditioning
Contractors industry in Canada are small operators that specialize in
specific regions or markets.

Operators benefit from local knowledge and relationships with local general contractors. Though very few
companies are able to operate on an interstate, let alone national, scale, competition within a company's immediate
locale can be intense. Heating, ventilation and air-conditioning contractors and businesses compete on the bases of
price, quality, timeliness, professionalism and breadth of services offered. Moreover, a principal basis for competition
in this industry is an established reputation for delivering satisfactory service.

Networking with property managers and developers, appliance manufacturers or retailers can prove vital in providing
intelligence on upcoming contracts. Retailers typically maintain a list of preferred installers of domestic air-
conditioning systems and heating units. In addition, they may take a commission on the sale and will require the
contractor to meet high standards of service.

Recurring commercial maintenance contract work usually demands competitive pricing and requires the staff and
resources to service larger structures. Therefore, lucrative nonresidential contracts are particularly suited to larger
companies benefiting from economies of scale. Larger contractors are becoming more involved in highly technical
arrangements involving monitoring and adjustment, tailoring systems to suit specific requirements and providing
system maintenance contracts.

The emerging trend toward building automation in large-scale commercial buildings (i.e. using computer-controlled
equipment to manage such services as heating, lifts, security, lighting, ventilation and room pressurization) has led
to a blurring of activities in the facilities management sector. Historically, a clear line existed between companies that
provided, for example, elevator installation and servicing and other operators that distinctly handled such functions
as security systems installation or fire alarms and sprinklers. Over the past decade, large-scale facilities
management companies such as Emcor Group Inc. that design and provide total building automation and
maintenance packages have integrated a range of previously distinct specialty work. This has made it harder for
smaller operators to compete for outstanding contracts in the commercial real estate sector.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Heating and Air-Conditioning Contractors industry in
Canada is characterized by moderate barriers to entry.
Barriers include completing an apprenticeship and gaining
a licence, contending with intense competition from
established industry contractors in local areas, as well as
establishing working relationships with property
managers, general contractors and local retailers.

The increasing complexity of heating, ventilation and air-
conditioning (HVAC) and refrigeration systems has led
employers and clients to prefer technicians with
postsecondary or formal apprenticeship training. Trade
unions and certain community colleges typically offer six-
month certificate and degree programs tailored to industry
work. For the most part, on-the-job training is still
widespread. However, experienced HVAC contractors will
generally require that a candidate for apprenticeship have
a certification. Various industry associations, such as Air
Conditioning Contractors of America, administer these
training programs. While training is necessary to win
contracts or employment with a large company, some
provinces also require HVAC contractors to be certified,
the requirements for which vary by province. Refrigeration
installation and maintenance work generally requires a
separate certification. The provinces that require
certification include Ontario, Alberta, British Columbia and
Quebec, which account for over 85.0% of total industry
establishments in 2020.

Once licensed and trained, industry operators must
compete with the entrenched contractors of a given area,
which benefit from name recognition and a record of
service. Word-of-mouth recommendations from past
customers and personal relationships with property
managers and general contractors are essential to
winning business in the industry. Contractors must also
be able to win business from appliance retailers that
outsource installation service to third-party contractors in
the industry.

However, prospective entrants do benefit from certain
industry characteristics. Starting an HVAC services
business requires very little capital investment, besides
transportation, basic tools and safety equipment. Start-up
costs are largely limited to the training required. Though
technology change occurs at a medium pace, new
entrants that have recently completed a training program
may be better able to offer the latest techniques or
technologies, such as smart automation and climate
control systems, with which older contractors may be less
familiar.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  As a service-based industry that mainly caters to local markets, the Heating and Air-Conditioning Contractors
industry in Canada has a low level of globalization. The industry features no imports or exports, as the vast majority
of companies operate within specific provinces. However, Carrier Global Corporation controls and operates its
heating, ventilation and air-conditioning (HVAC) services across the world, including Canada.
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Major Companies
There are no major players in this industry

Other Companies The Heating and Air-Conditioning Contractors industry in Canada is highly fragmented and the majority of
companies are small operators that specialize in various regions or markets. According to 2020 Statistics Canada
data, over 40.0% of workers in this field are nonemployers. Furthermore, among establishments that have
employees, over 55.0% employ fewer than five people. Consequently, the industry does not have any true major
players since these operators do not generate enough income from industry-relevant tasks to account for more than
5.0% of total industry revenue. Industry operators compete with a variety of other sectors, as several industries
including manufacturers, electricians, general contractors and retailers offer some heating, ventilation and air-
conditioning (HVAC) installation and maintenance services.

Most manufacturers of HVAC equipment rely on industry operators to install and service these devices, but some
manufacturing companies also operate service divisions, such as Lennox International Inc. Similarly, the industry
contends with general contractors that specialize in home building (IBISWorld report 23611aCA), apartment and
condominium construction (23611bCA), commercial building construction (23622aCA) and industrial building
construction (23621CA). Generally, these industries use HVAC and refrigerator technicians to install HVAC and
refrigerator equipment, but occasionally, these companies use in-house workers to conduct such services. Electrical
contractors also sometimes participate in HVAC installations and repair.

Ainsworth Inc.

  Market Share: 2.4%
  Headquartered in Toronto, Ainsworth Inc. (Ainsworth) provides high-quality technical trades services, including

HVAC, mechanical, electrical, data cabling and building and industrial automation for institutional, commercial and
industrial clients across the country. Ainsworth is a wholly owned subsidiary of GDI Integrated Facility Services, the
fifth-largest facility services business in North America with more than 24,000 employees and operations across
Canada and the United States. In 2016, Ainsworth purchased Airtron Canada, a Canadian business providing
HVAC, building automation and energy services to corporate clients. The company was formerly a subsidiary of
Direct Energy Marketing Limited, a premier retail energy supplier to the United States and Canada. More recently, in
2020 the company acquired the Vancouver, British Columbia based ESC Automation Inc. to increase its building
systems integration segment. The company's main HVAC services include retrofitting and replacements, chiller
solutions and maintenance services. IBISWorld expects Ainsworth's industry-relevant revenue to reach $282.8
million in 2020.

Carrier Global Corporation

  Market Share: 1.7%
  Carrier Global Corporation (Carrier) was founded in 1915 as an independent company. In 1979 it was acquired by

United Technologies Corporation (UTC) to expand its heating, ventilation and air-conditioning (HVAC) distribution
networks. However, in the second quarter of 2020 UTC completed a separation of its Carrier and Otis businesses.
Since then the company has been operating as a single entity, providing heating, ventilation, air conditioning,
refrigeration, and fire and security services. Currently the company employs an estimated 53,000 employees and
has generated $24.7 billion in sales in 2019 (latest data available). Majority of the company is located in the United
States; however, it also has locations in Europe, Asia Pacific and other parts of the world.

The company currently operates in the industry through its HVAC and refrigeration segments. IBISWorld estimates
that Carrier's industry-relevant revenue will reach $201.6 million in 2020.

Cimco Refrigeration Inc.

  Market Share: 1.5%
  Founded in 1913 and headquartered in Toronto, Cimco Refrigeration Inc. (Cimco) is one of Canada's largest

suppliers of industrial and recreational refrigeration applications. Cimco is wholly owned by Toromont Industries Ltd.
and employs more than 700 people across North America. Through its 45 locations across Canada and the United
States, Cimco has established a strong reputation in the after-market service sector, offering round-the-clock
service. Furthermore, the company has businesses in the food, dairy, cold storage, beverage, pharmaceutical,
mining and recreational ice rink markets. IBISWorld expects Cimco's industry-relevant revenue to reach $174.4
million in 2020.

Black & McDonald Ltd.

  Market Share: 0.1%
  Founded in 1921, Black & McDonald Limited (Black & McDonald) is a privately owned Ontario-based company that

is a leading provider of installation, maintenance, repair and replacement services within the Heating and Air-
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Conditioning Contractors industry in Canada. Black & McDonald has 29 domestic offices and employs more than
5,000 workers across Canada and the United States.

The company generates a significant share of its total revenue by providing HVAC installation and maintenance
services to institutions, corporations and the public sector. Furthermore, Black & McDonald has established industry-
relevant partnerships with AMEC and Robert B. Somerville Co. Limited to better serve client-specific needs. As a
private company, Black & McDonald does not disclose its financial statements. However, IBISWorld estimates that
the company will generate $13.3 million in industry-relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Heating and Air-Conditioning Contractors industry in
Canada is characterized by a low level of capital intensity.
In 2020, industry operators are expected to spend $0.05 on
capital investments for every $1.00 spent on labour. The
average heating, ventilation and air-conditioning (HVAC)
contractor is expected to invest a significant share of
revenue on wages; little-to-no heavy equipment is used in
the installation and maintenance of heating, air-
conditioning and refrigeration systems, as purchase costs
are mostly limited to job-specific materials. IBISWorld
estimates that depreciation expenses will account for only
1.7% of revenue in 2020, whereas wage costs, excluding
subcontracted labour, are expected to make up 34.8% that
same year.

Capital intensity has remained largely unchanged over the
five years to 2020. The increasing sophistication of HVAC
systems, including smart climate control controls and digital
automation systems, has led to marginal increases in
capital requirements, such as software and other computer
equipment. The nature of industry work remains focused
on employees' skills and knowledge. Therefore, capital
intensity is forecast to remain low over the five years to
2025.



Heating & Air-Conditioning Contractors in Canada February 2021

32 IBISWorld.com

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.

Medium Innovation
Concentration

Potential 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.

Medium Ease of Entry Potential 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.

High Rate of Entry Likely 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 Low Market
Concentration

Very
Unlikely

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.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The most relevant disruptive force in the Heating and Air-Conditioning
Contractors industry in Canada has been the implementation of smart homes
and the integration of smartphones to control energy consumption.

For instance, with heavier investment and regulations to promote a greener environment, contractors in the industry are
hired to install new devices that can be monitored and managed through smartphones on the consumer level. During the
development, manufacturing and installation process, the overall construction sector has benefited from virtual reality,
artificial intelligence, drones and open source design. This assists with the incorporation and proposal of new technology
during the design process.

The level of technology change is    Medium

  The Heating and Air-Conditioning Contractors industry in Canada has
undergone moderate technological change over the past five years, mainly
due to the rising proliferation of energy-efficient and smart or automated
heating, ventilation and air-conditioning (HVAC) systems.

The increasing sophistication of systems has led to greater customization for large building contracts, with systems being
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tailored to a given structure's specific needs. Even single-family home contracts, which previously demonstrated a degree
of uniformity, are becoming much more customized in response to the variety of automation technologies available. The
influence of the trend toward specialized, tailored systems has been to segregate the industry into those contractors
capable of meeting demands of large project developers seeking advanced building environmental systems.

Technological change largely occurs at the manufacturing level, with contractors' techniques and knowledge then catching
up to handle new developments. Smart climate control systems make use of digital technology and interfaces and are able
to self-diagnose problems, easing technicians' work but also requiring familiarity with digital systems. For instance, HVAC
manufacturer Nortek Security and Control's Home Integration systems use a touchscreen interface that integrates
humidifier, dehumidifier, ventilation, temperature and security controls in one place. In addition, some of the company's
systems can be wirelessly linked to handheld remotes, cell phones and tablets. Such systems are highly user friendly and
increase a household's control over its air quality and HVAC operations. As these developments become more standard
over the five years to 2025, industry technicians will likely need to widen their knowledge base to include more electrical
and computer skills to better maintain modern climate control systems.

Revenue
Volatility

The level of volatility is    Medium

  The Heating and Air-Conditioning Contractors industry in Canada has a low to
moderate level of revenue volatility.

Heating, ventilation and air-conditioning (HVAC) and refrigerator technicians provide services for a variety of markets and
industries, as nearly every building uses some type of HVAC or refrigeration system. Subsequently, the industry is
influenced by the cyclical fluctuations of overall Canadian construction markets. However, maintenance and repair services
provided by this industry help moderate fluctuations in revenue since they are associated with existing units.

Over the five years to 2020, revenue was influenced by demand fluctuations from the residential and nonresidential
construction markets, in addition to uncertain macroeconomic conditions from the COVID-19 (coronavirus) pandemic.
Furthermore, revenue experienced slow growth in 2015 and fell in 2017 due to volatile construction markets. Moreover, the
value of nonresidential construction fell significantly in 2015 and 2016, while domestic housing starts were growing slowly
during those years. Over the five years to 2025, a gradual recovery from the coronavirus pandemic will aid demand from
construction markets and is expected to provide a stable source of demand for industry services, thereby keeping revenue
volatility at a low to moderate level.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Heating and Air-Conditioning Contractors industry in Canada operates
under moderate regulation, with federal and provincial law governing
occupational health and safety and specific building codes and requirements,
in addition to contractor certifications.
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The Canadian Centre for Occupational Health and Safety offers information and training for proper workplace safety across
a range of industries, including construction. Manufacturers of heating and air-conditioning equipment (IBISWorld report
33341CA) are coming under even stricter environmental oversight regarding the efficiency of their products, but contractors
that perform heating, ventilation and air-conditioning (HVAC) installation and maintenance are less closely regulated.

LICENSING AND TRAINING

Specialty contractors must complete an apprenticeship and written exam to
prove proficiency in a trade.

Industry associations also certify competency across a range of specialized fields. Compliance with industry regulations,
construction standards and licensing requirements adds to the cost of operating in this industry but also prevents the entry
to the industry of unqualified competitors.

ENVIRONMENTAL REGULATIONS

Both room air conditioners and central air conditioners are covered under
Canada's Energy Efficiency Regulations, which came into effect February 3,
1995.

Certification organizations accredited by the Standards Council of Canada, such as CSA, operate energy efficiency
verification services for manufacturers, distributors and importers of room air conditioners to help them demonstrate
compliance with federal and provincial regulations. These verification services assess the products' performance against
mandated requirements and put in place a process to ensure that production units continue to meet these requirements.

CONSTRUCTION REQUIREMENTS

Overall, each province or territory is responsible for setting construction
requirements, as a contractor may have to obtain a licence in each region
where he or she wishes to work.

Building codes vary by province, but all are based on the National Building Code of Canada. The codes lay out the
minimum acceptable levels of building safety in regard to public health, fire protection, accessibility and structural strength
and covers construction, renovation and demolition. The Canadian Construction Materials Centre, a part of the National
Research Council of Canada, offers a national evaluation service for testing nonstandard or innovative materials or
products, which determines whether they uphold building code requirements or improve upon them.

Finally, the industry must adhere to standards for installation and maintenance services laid out by the Standards Council of
Canada and the International Association of Plumbing and Mechanical Officials.

Industry
Assistance

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

The Heating and Air-Conditioning Contractors industry in Canada does not
benefit from direct government subsidies or tariff protection.

Tariff protections do not apply to service-based industries. However, operators are somewhat protected by the stringent
qualifications and licensing prerequisites needed to operate. These requirements create a barrier to entry for companies
seeking to enter the industry. While some industry contracts, such as projects in municipal or energy markets, are publicly
funded, operators must compete for these projects on tender just as they would for private contracts.

Homeowners and households have received substantial tax incentives and rebates to install energy-efficient heating,
ventilation and air-conditioning (HVAC) systems over the five years to 2020, which has helped keep demand for
professional industry technicians afloat.

The Canadian Construction Association is the construction sector's primary trade group. The association provides research,
conferences, networking opportunities and training sessions for its members, as well as detailed documentation and best
practices for specific industry topics, such as extending a business into the US market. The Heating, Refrigeration and Air
Conditioning Institute of Canada also represents an estimated 1,150 HVAC operators and provides training and support for
its members.

In addition, due to the ongoing COVID-19 (coronavirus) pandemic, the federal government passed the COVID-19 Economic
Response Plan to assist various businesses across Canada whose operations have been negatively affected by the
pandemic. Operators can apply for the Canada Emergency Wage Subsidy (CEWS). Under the CEWS, the government
commits to covering up to 75.0% of an employee's wages for all eligible employers. This initiative seeks to enable operators
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to not only rehire employees that were laid off due to the crisis, but also to avoid instituting layoffs in the first place.

In addition, the Canada Emergency Business Account (CEBA) provides industry operators with interest-free loans up to
$60,000 for qualifying small businesses, to help cover operators' costs during a period of reduced operating revenue due to
the coronavirus pandemic. Since the majority of industry companies are small, with 76.7% of operators employing fewer
than 10 individuals, many industry operators may qualify for these loans, further assisting them in protecting their respective
businesses during a time of national crisis.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing

Starts (Units)
2011 10,348 4,284 10,818 10,746 51,361 N/A N/A 3,449 N/A 193,950
2012 11,017 4,600 10,958 10,886 54,478 N/A N/A 3,710 N/A 214,827
2013 11,385 4,761 11,492 11,413 55,650 N/A N/A 3,840 N/A 187,923
2014 11,765 4,943 11,198 11,118 57,383 N/A N/A 3,991 N/A 189,329
2015 11,820 5,001 11,439 11,354 58,192 N/A N/A 4,052 N/A 195,535
2016 12,062 5,060 11,656 11,571 58,874 N/A N/A 4,140 N/A 197,915
2017 11,921 4,889 11,768 11,703 58,860 N/A N/A 4,029 N/A 219,763
2018 12,500 5,265 12,023 11,977 61,055 N/A N/A 4,244 N/A 212,843
2019 12,551 5,230 11,909 11,879 61,398 N/A N/A 4,267 N/A 208,685
2020 11,779 4,897 11,963 11,943 59,400 N/A N/A 4,103 N/A 206,000
2021 12,334 5,191 12,231 12,191 61,460 N/A N/A 4,256 N/A 205,000
2022 12,910 5,385 12,553 12,496 63,627 N/A N/A 4,416 N/A 211,000
2023 13,262 5,513 12,791 12,727 65,077 N/A N/A 4,520 N/A 206,000
2024 13,562 5,633 13,009 12,940 66,373 N/A N/A 4,613 N/A 204,000
2025 13,851 5,732 13,233 13,159 67,683 N/A N/A 4,705 N/A 204,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2011 2.83 3.52 4.14 4.14 4.43 N/A N/A 3.58 N/A 2.11
2012 6.47 7.38 1.29 1.30 6.06 N/A N/A 7.57 N/A 10.8
2013 3.33 3.50 4.87 4.84 2.15 N/A N/A 3.50 N/A -12.5
2014 3.33 3.81 -2.56 -2.59 3.11 N/A N/A 3.92 N/A 0.74
2015 0.46 1.16 2.15 2.12 1.40 N/A N/A 1.51 N/A 3.27
2016 2.04 1.17 1.89 1.91 1.17 N/A N/A 2.19 N/A 1.21
2017 -1.17 -3.38 0.96 1.14 -0.03 N/A N/A -2.70 N/A 11.0
2018 4.85 7.69 2.16 2.34 3.72 N/A N/A 5.34 N/A -3.15
2019 0.41 -0.68 -0.95 -0.82 0.56 N/A N/A 0.53 N/A -1.96
2020 -6.16 -6.37 0.45 0.53 -3.26 N/A N/A -3.84 N/A -1.29
2021 4.71 5.99 2.24 2.07 3.46 N/A N/A 3.71 N/A -0.49
2022 4.66 3.73 2.63 2.50 3.52 N/A N/A 3.75 N/A 2.92
2023 2.72 2.38 1.89 1.84 2.27 N/A N/A 2.36 N/A -2.37
2024 2.26 2.18 1.70 1.67 1.99 N/A N/A 2.04 N/A -0.98
2025 2.13 1.75 1.72 1.69 1.97 N/A N/A 2.00 N/A 0.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 41.4 N/A N/A 201 33.3 4.75 67,152
2012 41.8 N/A N/A 202 33.7 4.97 68,106
2013 41.8 N/A N/A 205 33.7 4.84 69,008
2014 42.0 N/A N/A 205 33.9 5.12 69,554
2015 42.3 N/A N/A 203 34.3 5.09 69,623
2016 41.9 N/A N/A 205 34.3 5.05 70,326
2017 41.0 N/A N/A 203 33.8 5.00 68,449
2018 42.1 N/A N/A 205 34.0 5.08 69,518
2019 41.7 N/A N/A 204 34.0 5.16 69,496
2020 41.6 N/A N/A 198 34.8 4.97 69,079
2021 42.1 N/A N/A 201 34.5 5.02 69,247
2022 41.7 N/A N/A 203 34.2 5.07 69,400
2023 41.6 N/A N/A 204 34.1 5.09 69,459
2024 41.5 N/A N/A 204 34.0 5.10 69,497
2025 41.4 N/A N/A 205 34.0 5.11 69,518

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

The Heating, Refrigeration and Air Conditioning Institute of Canada (HRAI)
http://www.hrai.ca

Air Conditioning Contractors of America
http://www.acca.org

Sheet Metal and Air Conditioning Contractors' National Association
http://www.smacna.org

Canadian Contractor
http://www.canadiancontractor.ca

Contracting Business
http://www.contractingbusiness.com

Statistics Canada
http://www.statcan.gc.ca

Industry Jargon HEATING, VENTILATION AND AIR-CONDITIONING (HVAC)
A system used to control the temperature, humidity and air quality in buildings.

NONEMPLOYER
An establishment without payroll employees, typically a sole proprietorship or partnership.

REFRIGERATION
A system used to store perishable items, such as food, medicine and chemicals.

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.
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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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