
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 32191CA

Millwork in Canada

Sanded down: The Canadian dollar is forecast to remain weak, facilitating growth in
demand for industry exports

Shawn McGrath  |  May 2021



Millwork in Canada May 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
International Trade............................................................ 20
Business Locations........................................................... 21

COMPETITIVE LANDSCAPE.......................... 23

Market Share Concentration............................................. 23
Key Success Factors........................................................23
Cost Structure Benchmarks............................................. 24
Basis of Competition......................................................... 27
Barriers to Entry............................................................... 27
Industry Globalization........................................................28

MAJOR COMPANIES...................................... 30

Other Companies.............................................................. 30

OPERATING CONDITIONS............................ 31

Capital Intensity................................................................. 31
Technology & Systems......................................................32
Revenue Volatility..............................................................33
Regulation & Policy........................................................... 33
Industry Assistance........................................................... 34

KEY STATISTICS............................................ 35

Industry Data..................................................................... 35
Annual Change..................................................................35
Key Ratios......................................................................... 35

ADDITIONAL RESOURCES............................36

Additional Resources........................................................ 36
Industry Jargon..................................................................36
Glossary............................................................................ 36



Millwork in Canada May 2021

3 IBISWorld.com

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:

• The Millwork industry in Canada relies on the construction sector for downstream demand. As a result, as
construction markets flounder, they will demand fewer milled products, constraining revenue. For more detail, please
see the Demand Determinants chapter.

• The industry's level of competition is forecast to rise as the construction sector falters and remaining players must
compete more heavily for the remaining work. For more detail, please see the Basis of Competition chapter.

• The industry is expected to experienced increased concentration as the many small businesses and sole
proprietors may be ill-equipped to handle the tough economic conditions. For more detail, please see the Market
Share Concentration 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 manufactures hardwood and softwood cut stock and dimension stock timber, such as lumber and

worked wood products cut or shaped into specialized sizes; wood windows and doors; and other millwork, such as
wood flooring. These reshaped wood products are mainly sold to housing and other building construction industries
and their contractors, in addition to wood product distributors.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Wooden window manufacturing

Wooden door manufacturing

Wooden floor manufacturing

Specialized lumber cutting and shaping

The major products and services in this industry are:

Wood windows and doors

Cut stock and dimension lumber

Flooring and other products
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Supply Chain

SIMILAR INDUSTRIES

Sawmills & Wood Production in
Canada

Wood Panelling Manufacturing in
Canada

Other Plastic Product
Manufacturing in Canada

Lumber Wholesaling in Canada

Hardware Stores in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Millwork in the US Timber Resawing and Dressing in
Australia

Sawmills in China Sawmilling & Wood Planing in the
UK

Timber Resawing and Dressing in
New Zealand
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Industry at a Glance
Key Statistics

$5.7bn
Revenue

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

$356.0m
Profit

Annual Growth

2016–2021

-3.4%

  Annual Growth

2016–2021

 

6.3%
Profit Margin

Annual Growth

2016–2021

-1.6pp

  Annual Growth

2016–2021

 

1,629
Businesses

Annual Growth

2016–2021

-0.6%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

 

21,484
Employment

Annual Growth

2016–2021

-0.8%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

$1.2bn
Wages

Annual Growth

2016–2021

1.6%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.8%
Per capita disposable income

-1.1%
Value of nonresidential
construction

6.6%
Housing starts

1.5%
Canadian effective exchange rate
index

2.3%
Residential renovation
expenditure

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Industry Globalization
Medium / Steady

NEGATIVE IMPACT

  Barriers to Entry
Low / Increasing   Competition

High / Steady

 

Key Trends

 Import competition in the industry has declined

 Industry participation has fallen somewhat over the past five
years

 The industry has contended with substitute window and door
products

 The industry will benefit from renewed growth in
nonresidential construction

 The industry's largest market is residential renovation
expenditure

 The industry is likely to be dominated by small employers

 Demand from the US construction sector has played a vital
role in industry performance
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Medium Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Housing starts
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Executive Summary Sanded down: The Canadian dollar is forecast to remain weak, facilitating
growth in demand for industry exports

The Millwork industry in Canada manufactures products such as wooden windows, doors and flooring products, in
addition to lumber cut to specific shapes and dimensions. Industry products are used primarily in construction
products and as a result, industry revenue is closely tied to downstream construction markets. Domestic housing
starts have risen an annualized 5.0% over the five years to 2021 due to the COVID-19 (coronavirus) pandemic,
although this annual growth masks significant volatility. However, one of the industry's largest markets is renovation
expenditures and growth in home improvement spending in response to rising incomes and home prices has
sustained industry performance. Overall industry revenue is estimated to grow an annualized 1.1% to $5.7 billion
over the five years to 2021. Notably, the industry performed well over the years to 2018 before the pandemic, but
revenue is expected to rebound strongly in 2021, growing 9.7% amid low interest rates and skyrocketing housing
starts in both the United States and Canada.

Demand from the United States construction sector played a vital role in industry performance during most of the
reporting period. United States housing starts increased an annualized 5.5% over the past five years and a
depreciating Canadian dollar has made domestic products more competitive abroad. As a result, exports rose by
double-digits each year in 2016 and 2017, with the vast majority of these exports destined for United States
markets. This has helped to counteract weakness in domestic housing and nonresidential construction markets.

Due to high levels of household debt and likely continued increases in interest rates over the five years to 2026,
housing construction is estimated to remain slow during the outlook period, tempering demand for new building
products. However, home improvement spending is expected to continue exhibiting growth and a rise in the number
of high-earning households will boost the competitiveness of industry products against lower-priced substitute
goods. Meanwhile, the Canadian dollar is forecast to remain weak relative to the United States dollar, facilitating
continued growth in demand for industry exports. Overall, IBISWorld forecasts industry revenue to increase an
annualized 0.4% to $5.8 billion over the five years to 2026, with recovering profit as the pandemic recedes.
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Industry Performance

Key External
Drivers

Housing starts

Demand for the Millwork industry is largely determined by the level of activity within the housing construction sector.
The industry supplies wooden window frames, doors, hardwood floors and other dimension stock for residential
construction. Therefore, the industry benefits from rising housing starts. The number of housing starts is expected to
increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate index (CEER) measures the strength of the Canadian dollar against
Canada's major trading partners. As CEER rises, Canadian goods become more expensive on the world market. A
higher index also makes imports comparatively less expensive and can reduce demand for goods produced
domestically. CEER is expected to increase in 2021, posing a potential threat to the industry.

 

Residential renovation expenditure

Residential renovation expenditure measures the value of spending on home improvements by homeowners and
property managers. Additions to single-family homes and multifamily apartment buildings typically result in an
increase in demand for millwork products. When homeowners have the disposable income to do so, many choose to
expand the size of their home to improve quality of life or raise its resale value. Residential renovation expenditure is
expected to increase in 2021, representing a potential opportunity for this industry.

 

Per capita disposable income

As per capita disposable income rises, consumers are more likely to invest in remodelling their homes. Increased
investment in home improvement projects positively affects demand for wooden frames, doors, floors, trim and other
products made by the industry. Per capita disposable income is expected to decrease in 2021.

 

Value of nonresidential construction

A significant share of industry products is destined for the nonresidential construction market. When the value of
nonresidential construction increases, demand also rises for wooden frames, doors, floors and other products made
by the industry. The reverse is true when the value of nonresidential construction decreases. The value of
nonresidential construction is expected to decrease in 2021.
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Current
Performance

The Millwork industry in Canada has experienced growth over the five
years to 2021.

The industry's main manufactured products are wooden windows, doors, flooring and other types of cut or shaped
dimension stock. These products are used throughout the construction sector, primarily in residential construction,
with nearly 90.0% of millwork products used for residential construction, while commercial and industrial construction
account for the remainder. Therefore, industry performance is tied to the strength of domestic renovation markets in
addition to housing starts and commercial and industrial construction activity. While Canada's housing starts have
increased, they have also experienced volatility, particularly amid the COVID-19 (coronavirus) pandemic. The
industry has experienced growth overall, however, on the back of steady demand from renovation markets and
strong growth in industry exports due to a depreciating Canadian dollar. In total, revenue is forecast to grow an
annualized 1.1% to $5.7 billion over the five years to 2021. This is despite a forecast growth of 9.7% in 2021 alone,
as housing starts are expected to grow considerably in both the United States and Canada, amid low interest rates
as the pandemic recedes.

CONSTRUCTION VOLATILITY

The Canadian construction market has experienced significant volatility
over the past five years.

Just prior to the reporting period, housing starts declined 12.5% in 2013 after double-digit gains in 2012. An
oversupply of housing units and concerns that Canada's real estate market was overvalued fuelled fears of a
housing bubble. In response, developers cut back on new construction. Although new construction activity is a
strong indicator of demand for industry products, sales typically lag trends in housing starts because features such
as doors, windows and flooring are generally installed in the final stages of construction. Subsequently, housing
starts were tepid until 2016 before experiencing a double-digit jump in 2017. However, new mortgage requirements,
rising interest rates and high household debt levels cut into demand in the following years prior to the pandemic.
Overall, domestic housing starts have risen an annualized 5.0% over the five years to 2021 as interest rates have
reached lows.

Meanwhile, home prices have defied expectations and continued to rise over the past five years, encouraging
homeowners to invest in remodelling projects. IBISWorld estimates residential renovation expenditure in Canada
has increased an annualized 0.7% over the five years to 2021, as spending closed amid the high levels of
uncertainty due to the pandemic. Remodelling activity has been particularly important to the industry because
consumers often trade up to wood-based architectural features during home improvement projects. As a result, the
industry's increased reliance on the home renovation market has also likely tempered competition from substitutes,
such as plastic and metal, which has nevertheless been substantial. Further, this market tends to be fairly stable,
which helps to moderate industry revenue volatility overall.
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EXPORT GROWTH

While domestic markets have been somewhat mixed due to strong
performance from home renovations and volatile housing starts, strong
growth in international trade has helped to drive industry revenue over the
past five years.

In the United States, housing starts have grown at a similarly robust annualized rate of 5.5%, following similar post-
pandemic trends. Meanwhile, the Canadian dollar has declined in strength over the past five years, making domestic
products comparatively cost-effective for contractors in the United States that require wood windows, doors and
flooring for their projects. As a result, exports, more than 95.0% of which are destined for the United States, are
expected to grow an annualized 4.9% to $898.1 million over the five years to 2021.

Meanwhile, import competition in the industry has declined. With the domestic dollar declining in strength, imported
goods have been comparatively more expensive and downstream consumers have increasingly decided to go with
domestic options, which has further helped to boost industry revenue. Overall, the value of imported millwork
products is forecast to fall an annualized 2.2% to $612.9 million over the five years to 2021.

INDUSTRY STRUCTURE AND PROFIT

Industry participation has fallen somewhat over the past five years, with
the number of establishments declining an annualized 1.3% to an
estimated 1,641 locations.

The market is very competitive and the majority of operators are small to medium-sized businesses. As competition
has heated up, this may have pushed some operators out of the industry. Further, given that more than 40.0% of
industry operators are non-employing sole proprietors, it is easier for these operators to exit the industry in a down
year. The coronavirus pandemic caused some companies to cut employment and as a result, IBISWorld estimates
that employment has fallen an annualized 0.8% to 21,484 employees.

Meanwhile, industry profit, which is measured as earnings before taxes and interest, has contracted over the past
five years to an estimated 6.3% of revenue in 2021. This comes amid economic difficulties amid the pandemic.

SUBSTITUTE COMPETITION

The industry has increasingly contended with substitute window and door
products made from aluminum, steel, fibreglass and vinyl.

Vinyl offers a low-cost alternative to wooden window frames and doorframes. While wood still makes up the majority
of the windows and doors market in North America, according to a study by the Freedonia Group, alternative
products have cut into their share of the market. Further, fibreglass window frames and doorframes are structurally
sound and often come with lifetime warranties, making them a popular choice among consumers. Aluminum and
steel frames often provide greater durability and safety than wooden products and the domestic Sheet Metal,
Window and Door Manufacturing industry in Canada (IBISWorld report 33232CA) is forecast to grow an annualized
3.6% over the five years to 2021. In addition, such products often provide boost a home's energy efficiency by
providing better insulation, which trims utility costs. In the exterior and garage doors segment, metal frames are
experiencing rapid growth, with metal doors currently accounting for the majority of total new garage door sales.
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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

(Thousands)
2012 4,483 1,291 1,693 1,626 20,892 371 697 969 4,809 214,827
2013 4,606 1,241 1,773 1,639 21,232 422 683 965 4,868 187,923
2014 4,798 1,352 1,796 1,650 21,384 495 697 1,049 5,000 189,329
2015 5,079 1,495 1,799 1,666 21,295 624 724 1,029 5,179 195,535
2016 5,353 1,634 1,749 1,681 22,371 706 686 1,065 5,333 197,915
2017 5,482 1,703 1,698 1,663 22,146 824 624 1,081 5,282 219,763
2018 5,669 1,630 1,739 1,650 22,230 816 576 1,138 5,428 212,843
2019 5,310 1,637 1,687 1,624 20,819 804 546 1,108 5,052 208,685
2020 5,150 1,407 1,593 1,587 20,210 836 544 1,076 4,858 217,880
2021 5,651 1,666 1,641 1,629 21,484 898 613 1,151 5,365 253,000
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Industry Outlook
Outlook IBISWorld estimates that the Millwork industry in Canada will experience

continued growth over the five years to 2026, albeit at a slower pace
compared with the previous period.

The number of domestic housing starts is forecast to decline over the five years to 2026 as the hot market related to
the COVID-19 (coronavirus) pandemic cools, constraining revenue growth. However, the industry will benefit from
consistent performance in renovation markets, along with a return to growth in the value of nonresidential
construction. Meanwhile, the Canadian dollar is likely to appreciate, cutting into export growth. Overall, industry
revenue is forecast to grow an annualized 0.4% over the five years to 2026, reaching $5.8 billion.

CONSTRUCTION ACTIVITY

Housing prices in population centres such as Vancouver and Toronto
have long been considered to be overvalued and a gradual correction has
been feared for some time.

Further, the Bank of Canada began to raise interest rates following years of historically low rates designed to spur
economic growth, especially after the slide in oil prices in 2015 that rippled through Canada's economy, many
aspects of which are reliant on natural resources. Domestic household debt levels are also high and with rising rates
as the pandemic recedes, consumers will likely be deterred from further borrowing due to higher mortgage costs. As
a result, the Canadian housing sector is forecast to be slow over the next five years, with housing starts forecast to
decline an annualized 3.3%. This will slow demand for industry products, which are often used to construct homes.

However, the industry's single largest market is residential renovation expenditure. Domestic per capita disposable
incomes likely to continue rising slowly but steadily in the coming years. This trend will facilitate increased renovation
expenditures, which are forecast to rise an annualized 2.0% over the past five years as Canadians instead will opt to
renovate homes instead of buying another one. Canadian residential expenditures have increased steadily over the
past two decades and this has provided a reliable source of demand for industry operators. The industry will also
benefit from renewed growth in the nonresidential construction activity, a segment that experienced declines during
the previous reporting period. While this market accounts for a smaller share of industry revenue, the value of
nonresidential construction is forecast to rise an annualized 4.5% over the five years to 2026, benefiting industry
operators.

INTERNATIONAL TRADE

The industry will have to contend with an appreciating Canadian dollar,
which would make domestic goods less competitive in international
markets, while making imports more attractive.

The housing market in the United States is also forecast to cool over the next five years. Housing starts are forecast
to decline an annualized 1.6% over the five years to 2026, compared with an annualized 5.5% growth over the five
years to 2021, a trend that is expected to constrain export growth. The total value of exports is expected to continue
to increase over the next five years, albeit at a slower pace, as exports experienced strong growth over the past
decade. Overall, exports are forecast to rise an annualized 0.6% to reach $924.8 million over the next five years.
The level of imports is also forecast to rise an annualized 0.1% to reach $616.9 million over the five years to 2026.
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The appreciation in the Canadian dollar will likely prompt rising imports from the United States, the industry's major
trading partner.

The industry is likely to continue to be dominated by small employers or non-employing sole proprietors. However,
slowed growth over the five years to 2026, when combined with high degrees of market saturation and internal
competition, is expected to encourage merger and acquisition activity, as operators seek to achieve economies of
scale. The number of industry establishments is expected to decrease an annualized 0.5% to 1,598 locations over
the five years to 2026. Further, the industry's level of labour intensity is unlikely to change drastically, as many
products will continue to be produced by hand. Wages are forecast to rise an annualized 0.1% to $1.2 billion over
the five years to 2026. Still, despite efforts to automate production and reduce industry reliance on labour alongside
a slight decrease in the price of wood inputs, industry profit margin is forecast to grow only slightly over the five
years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing Starts

 (Thousands)
2021 5,651 1,666 1,641 1,629 21,484 898 613 1,151 5,365 253,000
2022 5,553 1,641 1,617 1,608 21,206 886 599 1,135 5,266 218,000
2023 5,619 1,656 1,611 1,601 21,342 898 605 1,144 5,326 208,000
2024 5,681 1,670 1,607 1,597 21,446 909 611 1,151 5,382 210,000
2025 5,731 1,683 1,605 1,595 21,540 919 615 1,157 5,427 212,000
2026 5,761 1,689 1,598 1,587 21,572 925 617 1,159 5,454 214,000
2027 5,843 1,710 1,600 1,589 21,784 939 624 1,172 5,528 216,000
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry manufactures key products for construction markets

The industry's markets are largely established and its products benefit from total market
acceptance

Consolidation activity is expected over the 10 years to 2026

The Millwork industry in Canada is in the mature phase of its life cycle, characterized by steady growth compared
with the overall Canadian economy, widespread market acceptance of industry services and a moderate level of
technological change. Industry value added, which measures an industry's contribution to the overall economy, is
expected to grow an annualized 0.3% over the 10 years to 2026, which is slower than Canadian GDP growth, which
is expected to climb an annualized 2.0% during the same period. This is partly due to the cyclical nature of the
industry, as it is closely linked to domestic construction markets, which are expected to be volatile through the
period. The industry experienced years of declines in sales and profitability through the reporting period due to this
volatility, causing suppressed IVA that is not an indication of a declining industry.

Millwork products are essential to Canada's construction markets and industry products are widely accepted by
consumers. While products made from substitute materials have been gaining momentum in the industry, new wood
millwork products continue to be developed and introduced into the market. Advances in material technology, design
capabilities and consumer tastes have given way to new products, such as wood-fibreglass and wood-metal
composite products, in the window and door market. New and more economical forms of wood flooring, such as
floating floorboards, have also been developed. These innovative advances present a window of opportunity for
participants in an otherwise mature industry. Additionally, the number of enterprises is forecast to fall an annualized
0.6% over the five years to 2026, despite forecast revenue growth during the period. This indicates that remaining
enterprises are getting larger and could also cause merger and consolidation activity, which is indicative of a mature
industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Industrial Building Construction in Canada

Apartment & Condominium Construction in Canada

Commercial Building Construction in Canada

Municipal Building Construction in Canada

Homebuilders in Canada

Lumber Wholesaling in Canada

Lumber & Building Material Stores in Canada

2nd Tier

Hardware Stores in Canada

Key Selling Industries
1st Tier

Sawmills & Wood Production in Canada

Wood Panelling Manufacturing in Canada

Utilities In Canada

2nd Tier

Logging in Canada

Products & Services

  CUT STOCK AND DIMENSION LUMBER

In the Millwork industry in Canada, dimension stock is lumber from either
hardwood or softwood that has been finished and cut to a standardized
width and depth.

Commonly used as an inexpensive building material, softwood lumber makes up the majority of this segment's
revenue. This segment also includes stock purchased from sawmills and cut to specific shapes or sizes, in addition
to planes lumber that has been finished or smoothed to a predetermined thickness. These products are typically
purchased by wholesalers and carpenters and used to complete residential construction products, with nearly half of
all lumber used in residential construction. These products are expected to generate 23.7% of industry revenue in
2021, a segment that has fallen over the past five years amid volatile housing markets.

WOOD WINDOWS AND DOORS

The production of wood windows and doors accounts for close to 40.0%
industry revenue.

Products in this segment include wooden windows and door units, sashes, window frames and doorframes and
doors made from wood or from wood clad with metal or plastics. Residential and commercial building contractors,
wholesalers and retail outlets are the largest purchasers of these millwork products, demand for which is determined
by trends in residential and nonresidential construction. The segment's share of revenue is estimated to account for
37.2% of industry revenue in 2021. While competition with substitute products is intense in this segment, overall
demand for wood windows and doors has risen over the past five years at a faster rate than other products,
expanding its share of industry revenue.
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FLOORING AND OTHER PRODUCTS

This product segment includes wood flooring, wood columns, decorative
wood mouldings, door shutters, other ornamental woodwork, railings and
trellises.

These products are typically sold to tradesmen for manufacturing floors, decking, furniture and other wood products
that require a structural frame. Wood flooring products have endured strong substitute competition as alternative
products have been developed with an appearance and feel similar to wood but a lower price tag. Nonetheless, solid
growth in residential renovation activity has lifted demand for this segment over the past five years. Products in this
segment are estimated to account for 39.1% of industry revenue in 2021.

Demand
Determinants

The largest market for products in the Millwork industry in Canada is
residential construction, both in Canada and in the United States.

The construction activity in these two countries drives purchases of millwork products. According to Virginia's
Sustainable Forest Initiative (VSFI), the typical North American home contains an estimated 14,200 board feet of
lumber and 14,000 square feet of other wood products. This lumber is used in doors, windows, frames and decks.
Therefore, trends in residential construction, both in Canada and in the United States, are highly correlated with
demand for millwork products.

Demand from Canada's construction sector has been volatile over the five years to 2021. This is the continuation of
a trend that began before the current period, when housing starts increased 10.8% in 2012, followed by a 12.5%
decline in 2013. This was in response to a variety of factors, including tighter mortgage requirements and an
oversupply of housing units that prompted a construction slowdown and resulted in builders slowing the pace of new
construction. Further, high levels of household debt and overvalued home prices also fuelled concerns of a potential
housing bubble, tempering real estate investment. Housing starts have been similarly volatile since then, with 11.0%
growth in 2017 followed by a decline of 3.1% in 2018.

However, home improvement spending, another key determinant of demand for millwork products, has grown
consistently in Canada over the past five years and tends to be less volatile. Despite fears of a bubble, house prices
have continued to rise, encouraging homeowners to invest in new doors, windows, flooring and other improvements
to further boost the value of their homes. Additionally, residential construction has surged in the United States, with
housing starts rising an annualized 5.5% during the current period. As a result, the United States remains a
significant export market for industry products.

Another major demand determinant for this industry is the popularity of its products compared with substitutes. If
builders prefer to use plastic, vinyl or steel products instead of wood, demand for industry products declines. These
substitution trends are motivated largely by price-based competition or, to a lesser degree, fashion trends. While
rising substitute competition has detracted from industry revenue over the five years to 2021, wood's unique
structural properties have kept the industry from decline and will continue to do so.

Demand is expected to experience complications amid the COVID-19 (coronavirus) pandemic. While housing starts
are forecast to grow over 2020 in both the United States and Canada, as is the value of residential construction,
high levels of economic uncertainty remain. As wood is considered a premium product and is more expensive than
substitutes, including vinyl and aluminum, this may lead Canadians renovating or building new homes toward less
expensive options and away from milled products amid the high economic uncertainty, creating uneven demand,
which is expected to decline overall in 2020.
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Major Markets

  RESIDENTIAL REPAIR AND REMODELLING

Home improvement projects are the Canadian Millwork industry's second-
largest downstream market, generating an estimated 290.0% of revenue in
2021.

Wooden doors, windows and flooring are often viewed as higher-end building products and are frequently installed
during upgrades of existing dwellings. Home improvement spending is determined by homeownership rates, access
to credit and consumer disposable income, among other factors and has increased an annualized 0.7% over the five
years to 202, though this growth was slowed by the COVID-19 (coronavirus) pandemic. Industry manufacturers
serve this market mainly through home improvement retailers. Some manufacturers may also distribute products in
this market through intermediate wholesalers. Residential renovation expenditures are expected to rebound over the
next five years, causing this market to remain a significant source of demand for industry operators.

NEW RESIDENTIAL CONSTRUCTION

New residential construction is the industry's largest market, accounting
for an estimated 42.9% of industry revenue in 2021.

The industry also serves this market through home improvement retailers, but is more likely to distribute products in
this segment directly to construction contractors. New residential construction has been erratic over the past five
years, but the number of housing starts is expected to rise an annualized 5.0% overall during the period. Sales to
this market lag housing starts to some extent since products such as doors, windows and flooring are typically
installed in the final phases of construction. As interest rates rise and the domestic housing sector cools over the
next five years, this segment is expected to fall slightly as a share of industry revenue.

NONRESIDENTIAL CONSTRUCTION

Commercial construction is not a significant market for the industry and
is expected to generate only 12.2% of revenue in 2021.

The industry endures stronger competition in nonresidential construction markets. Commercial buildings tend to be
constructed more from substitute materials such as steel or fibreglass. Since commercial buildings are often larger
than residential dwellings, it can be cost prohibitive to use high-end wood products. As nonresidential construction
has slowed amid the pandemic, this segment has fallen as a share of revenue over the past five years.

EXPORTS

Export sales are expected to account for 15.9% of industry revenue in
2021, up from 11.4% in 2016.

Exports have grown rapidly in recent years, with a depreciation in the Canadian dollar making industry products
relatively more affordable in international markets. This caused exports to rise by double-digits every year between
2013 and 2017. In addition, the housing market in the United States, which receives more than 95.0% of the
industry's exports, has experienced stronger performance than the domestic market over the past five years.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Decreasing

The Millwork industry in Canada has a medium level of international trade. The industry generates a significant
portion of its revenue through exports, although the vast majority of its exports are destined for markets in the United
States. Operators depend heavily on the health of the United States housing market, which is an estimated 10 times
larger than Canada's. International trade in the industry also depends on the Canadian effective exchange rate index
(CEER), which measures the strength of Canadian currency against major trading partners. When the CEER is high,
the Canadian dollar is more valuable and Canadian-made goods become more expensive on the world market, with
imports from other countries then becoming more affordable for domestic customers. As a result, during the
reporting period, domestic millwork operators have benefited from a depreciated Canadian dollar, which has made
their products more attractive globally and raised the relative cost of imported products.

Exports

Exports are expected to account for 15.9% of revenue in 2021, up from 13.2% in 2016. Industry export revenue is
forecast to increase an annualized 4.9% to $898.1 million over the five years to 2021. The United States has always
been the primary destination for Canadian millwork products due to the proximity between the two countries and
their strong trade relations. IBISWorld estimates that over 97.0% of exports are destined for the United States in
2021. No other country accounts for more than 1.0% of industry exports. This high concentration is a reflection of
the United States-Mexico-Canada Agreement (USMCA) that lowered trade barriers between the two countries. In
addition, the United States and Canada share a common land border, making it easier to transport industry products
when compared with other countries. While countries such as Brazil and China have offered increasing levels of
competition in recent years, the sharp decline in the strength of the Canadian dollar has helped Canada maintain its
status as one of the largest importers of millwork products to the United States. The rate of growth in the value of
exports has slowed since 2018. This trend is expected to continue over the five years to 2026, as the Canadian
dollar is expected to appreciate, albeit slowly.

Imports

The annual value of imported millwork products is expected to fall an annualized 2.2% to $612.9 million over the five
years to 2021. They will also decline as a share of domestic demand, from 12.9% in 2016 to 11.4% in 2021, as a
weak Canadian dollar has more imports more expensive, encouraging Canadian consumers to purchase more
domestic products. The top sources of imports in 2021 are expected to be the United States, accounting for 47.2%
of imports; China, accounting for 27.1%; Brazil, accounting for 7.3%; and Vietnam, accounting for 2.4%. Millwork
products that originate from China and the United States are not subject to an import tariff. However, other countries
are subject to tariffs ranging from 5.0% to 30.0%, along with additional charges that significantly increase the cost of
business.
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Business
Locations

  Similar to other wood manufacturing industries across Canada, operators in the Millwork industry in Canada have a geographic
spread that closely reflects the population distribution. The majority of industry operators are located in Ontario, British Columbia
and Quebec. Operators in this industry typically choose to locate near upstream industries, such as sawmills and wood panelling
manufacturers. Moreover, many millwork companies are located near major consumer markets since the majority of products are
purchased for the residential construction market.

Ontario

An estimated 36.6% of industry establishments are located in Ontario. Many downstream industries are concentrated in Ontario,
making it cost effective and profitable for industry operators to locate in the region. For instance, the Toronto metropolitan area is
one of the strongest and most active residential real estate markets in the country. Additionally, Ontario is the most populous
Canadian province and the largest source of manufacturing revenue in the country, resulting in high demand for industry products.

Quebec

IBISWorld estimates that Quebec accounts for 23.8% of industry establishments. The province accounts for the second-largest
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share of the domestic population and also has a significant concentration of downstream industries. For example, the Commercial
Building Construction industry in Canada (IBISWorld report 23622aCA), an important market for operators in the Millwork industry,
has an estimated 13.9% of its establishments located in the province. In addition, Quebec is the second-largest manufacturing
hub in Canada. As a result, many industry operators have offices and operations across Quebec.

British Columbia

An estimated 24.1% of industry establishments are located in British Columbia. Similar to Toronto, Vancouver is also home to a
robust residential construction market. Additionally, British Columbia is a powerhouse of the domestic forest products sector and is
responsible for the largest share of domestic logging activities. British Columbia also has proximity to Asia, which is a minor but
growing market for industry products.

Alberta

Alberta, which holds an estimated 8.2% of operators, is the only remaining province with a more than 3.0% share of industry
establishments. While the province does not have large population centres and thus a large market for industry services, there is a
large amount of forest land within the province, providing valuable timber that industry operators can purchase from nearby
sawmills, reducing transportation costs.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Millwork industry in Canada has a low level of concentration, with the four largest operators accounting for less
than 15.0% of total industry revenue. The industry is primarily composed of small to medium-sized businesses.
While there are some companies, such as Loewen Windows, that operate across North America, many of these
operations are in the form of downstream selling activities that are not industry relevant and few companies have
more than a handful of establishments engaged in actually manufacturing industry-relevant products. For the most
part, the industry is characterized by smaller operators that serve their regional markets. The largest market for
industry goods is through home renovation expenditure projects, which are often on a smaller scale and require
customizable services. As a result, smaller companies are better equipped to respond quickly to the individual needs
of various clients. The vast majority of industry operators are small- to medium-sized companies that serve their
local region and specialize in certain types of products, such as hardwood floors or window installation. According to
Statistics Canada, over 40.0% of industry operators are nonemploying sole proprietors. Meanwhile, of the
establishments with employees, more than 70.0% employ fewer than 20 workers. Concentration may temporarily
increase due to the COVID-19 (coronavirus) pandemic. As many companies in this industry are small nonemployers,
they may have been less able to survive the tough economic conditions than larger companies with more cash
reserves and a wider range of customers.

Key Success
Factors

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

Supply contracts in place for key inputs:
Established long-term relationships with suppliers of raw materials serve as a distinct advantage to ensure
production remains streamlined.

Access to high-quality inputs:
Access to good design skills and workers with the ability to apply specifications to products is critical to ensure the
manufacturing of high-quality end products.

Production of premium goods/services:
Focusing on the high-quality end of the market will help gain future sales if coupled with promotional campaigns,
which further develop brand recognition.

Economies of scope:
Supplying a diverse range of products enables the company to spread fixed costs over a larger number of products,
in addition to achieving marketing and distribution gains.

Access to the latest available and most efficient technology and techniques:
Investment in efficient plant and machinery is a key to success to ensure that product manufacturing can change to
meet consumer preferences and achieve greater efficiency.

Establishment of brand names:
Establishing strong brand recognition is crucial for success as it enables manufacturers to sell products in key
consumer markets.
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Cost Structure
Benchmarks

  Profit

IBISWorld estimates that profit, defined as earnings before interest and
taxes, for the average industry operator will reach 6.3% of industry
revenue in 2021. Profit margin has decreased over the past five years
from an estimated 7.9% in 2016, though is higher than it was over most
of the previous decade. This decline is mostly due to the COVID-19
(coronavirus) pandemic, as profit shrunk to a period low in 2020 and is
starting to recover in 2021.

 

  Wages

Labour is the second-largest cost segment for operators in this industry,
with wages estimated to account for 20.4% of industry revenue in 2021.
This figure has had little volatility the past decade, although it has
grown slightly over the five years to 2021 as profit has fallen.
Nevertheless, wage expenses for the Millwork industry are relatively
high for the manufacturing sector. Proportionally high labour costs are
typical for millwork industries in North America and Europe, as their
final products must be finished by hand before they can be sold to
downstream industries and consumers. The customizable nature of
many industry products also contributes to a higher level of wage
expenses.
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  Purchases

Accounting for 51.7% of industry revenue, purchases are the main
expense for industry operators in 2021. Operators in the Millwork
industry in Canada purchase reworked and engineered hardwood and
softwood from veneer and plywood producers and sawmills. Purchase
costs have increased slightly as a share of revenue over the past five
years, primarily because input costs have increased more quickly than
industry demand.

 

  Marketing

Marketing accounts for an estimated 1.1% of industry revenue in 2021.
Most operators do not need to advertise extensively and are well
entrenched in their regional markets, keeping this cost low as a share
of total revenue.

 

  Depreciation

Depreciation accounts for an estimated 2.8% of industry revenue in
2021, a figure that has remained steady over the past decade. Most
operators require similar types of technology to manufacture their
products and so depreciation costs do not vary significantly across the
industry.
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  Rent

Rent accounts for an estimated 3.9% of industry revenue in 2021. This
figure tends to be fairly consistent because industry revenue is not very
volatile. Further, the small scale of most production facilities helps to
keep rent slightly higher as a share of revenue than other
manufacturing industries.

 

  Utilities

Utilities are estimated to account for 1.9% of industry revenue in 2021.
Similar to rent, this figure tends to remain at a comparable level due to
the lack of volatility in demand for industry products. Utilities expenses
are fairly low for this industry compared with many other manufacturing
industries, likely due to the labour-intensive nature of the production
processes, meaning less energy is needed to create industry goods.

 

  Other Costs

Other typical industry expenses include insurance, administrative and
selling costs. There are few regulatory requirements that require
potential expenditures. This segment is estimated to account for 11.9%
of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Competition within the Millwork industry in Canada is high because
access to raw materials is limited and there are few barriers preventing
the entry of new businesses.

Lumber, a key input for this industry, mainly comes from Canada's forests. According to a report published by the
Department of Natural Resource Funding, over 90.0% of Canada's forests are publicly owned. Operators in Ontario
are likely to experience the highest levels of competition due to the concentration of industry establishments in the
region. The industry also endures substantial competition from substitute door and window products made from
vinyl, aluminum, steel and fibreglass.

INTERNAL COMPETITION

Price is one of the dominant forms of competition within the industry.

The industry sells to downstream residential and commercial construction companies, lumber wholesalers and
retailers, all of which operate with low profit margins. The ability to offer the lowest prices for millwork products is
therefore the main component of competition. Industry operators must also be able to deliver a range of high-quality
products. Since wooden doors, frames, windows and floors are partly chosen for their aesthetic appeal, industry
operators must be able to deliver a large range of high-quality wood products.

Companies that establish supply contracts with downstream construction companies and wholesalers hold an
advantage in the industry. There is a high level of competition to establish these contracts, therefore a successful
industry operator must produce a wide range of products at a competitive price, while employing a skillful sales force
to negotiate these contracts. Given that supply contracts can extend for several years, they offer a way to minimize
risk if economic conditions should worsen.

EXTERNAL COMPETITION

Producers of wooden doors, windows, floors, trim and cut stock compete
mainly with products made from substitute materials, including steel,
aluminum, vinyl and fibreglass.

Garage doors have experienced a particularly significant shift in consumer preference from wood to steel. In
addition, sales of vinyl window frames are growing at a much faster rate than those of metal or wood, as they are
generally more affordable and offer better insulation, which can increase a household's energy efficiency. In
response to these shifts, some large industry participants have been acquiring manufacturers of metal and vinyl
door and window products in the recent years to expand product offerings.

The industry does experience competition from imports, though these tend to make up a fairly small share of
domestic demand due to the scale of the domestic forest products production sector.

The level of competition is forecast to increase amid the COVID-19 (coronavirus) pandemic. While housing starts
are forecast to grow in 2020 in both Canada and the United States, the value of nonresidential construction and
renovation infrastructure are expected to fall. This complex market for industry markets is expected to result in
increased competition because high economic uncertainty may result in prospective users of industry products
opting for less expensive substitutes, such as vinyl window frames.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing
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  The Millwork industry in Canada has low formal barriers to
entry. However, industry operators endure a high level of
internal competition, which limits profit margin for any new
producer and makes gaining new business difficult, even
for experienced manufacturers. Start-up costs vary
depending on the scale of operations. New businesses
will need to secure an operational facility with easy main
road access and room for large delivery vehicles. New
operators will also need to purchase large woodworking
machinery, small power tools and hand tools. Operators
also often need numerically controlled cutting equipment
and access to high quality timber.

For operators that enter the industry, barriers to success
are formidable. Considering the high level of internal and
external competition, new operators will have to devote
substantial time to securing customers. A key success
factor for new businesses is the ability to take advantage
of local markets. If there are few operators in particular
regions, potential operators can take advantage of the
decreased level of competition. Furthermore, larger
operators can vertically integrate manufacturing and
distribution to leverage economies of scale and reduce
transportation costs.

Access to an established wholesale and distribution
network is a major barrier to entry. Since existing players
have contracts in place to supply key lumber wholesalers
and construction companies, it may be difficult for new
entrants to gain larger supply contracts. Therefore, new
companies will need to invest in a skilled sales staff to
secure business.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Millwork industry in Canada has a medium level of globalization. Exports are becoming increasingly important to
industry operators, as they are expected to generate 15.9% of revenue in 2021, compared with 13.2% in 2016. However,
imports are on the decline and are forecast to satisfy 11.4% of demand in 2021 after representing 12.9% of demand in
2016. In addition, the majority of companies operating in the industry are small operators that focus solely on their
regional markets and are based domestically, which limits globalization. However, although Canadian companies
generate the bulk of their revenue within the country, many of them also have international operations, primarily exporting
to the United States. For instance, Loewen Windows exports its products to Mexico, Israel, Japan and South Korea, in
addition to the United States.
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Major Companies
There are no major players in this industry

Other Companies The Millwork industry in Canada is very fragmented and as a result, no company is able to secure a market share of
greater than 5.0%. However, several operators have staked out a minor share of the Canadian market.

All Weather Windows Ltd.

  Market Share: 4.5%
  All Weather Windows Ltd. (All Weather Windows) was founded in 1978 and is headquartered in Edmonton, AB. The

company employs more than 1,000 workers with major offices across Canada. According to its president, the
company has nearly doubled in sales over the last 15 years. Although All Weather Windows manufactures its
products to order, it has been recognized in recent years for its implementation of lean manufacturing practices and
is considered the largest privately held building materials manufacturer in Canada. However, it manufacturers its
windows from metal and PVC and sells many nonwood door products, meaning that most of its revenue is not
included in the industry. The company is private and therefore does not disclose financial information. However,
IBISWorld estimates All Weather Windows will generate $256.5 million in industry-relevant revenue in 2021.

Loewen Windows

  Market Share: 3.5%
  Based in Steinbach, MB, Loewen Windows (Loewen) is a privately owned company that was established in 1905.

The company employs an estimated 600 workers. Considered Canada's largest manufacturer of wooden doors and
windows, Loewen offers a range of different styles in both product groups. With an established brand recognized
across North America, the company derives as much as 80.0% of its annual revenue from sales to the United States
and has benefited over the past five years from continued improvement in that country's residential construction
market. The company also exports to Central and South America, East Asia and Europe.

In 2013, a group of private investors that included the Loewen family and other senior managers purchased the
company from VKR Holding, a Danish window manufacturer that had acquired Loewen three years prior. Details of
the transaction were not disclosed. Although the company is privately held and does not disclose financial data, it is
expected to have performed well in recent years due to its strong presence in the United States. IBISWorld expects
that the company will generate industry-relevant revenue of $197.4 million in 2021.

Ply Gem Holdings Inc.

  Market Share: 2.6%
  Ply Gem Holdings Inc. (Ply Gem) is a large US-based manufacturer of building products headquartered in Cary, NC.

Though Ply Gem was a publicly traded company, CI Capital Partners LLC owned a majority share until 2018, when
the company was purchased by Clayton, Dubilier and Rice, a private equity firm. The company is now part of
Cornerstone Building Brands. Ply Gem operates manufacturing and distribution facilities across North America,
including one manufacturing facility in Canada and 15 warehouses that are involved in its industry-relevant windows
and doors segment. The company employs nearly 9,500 workers, including an estimated 1,200 Canadian
employees.

Much of the company's sales come from building products outside the scope of this industry and its windows and
doors segment has some wooden products but also includes a significant number of options made from alternative
materials such as vinyl and metal. The company is expected to generate $149.2 million in revenue from its industry-
relevant Canadian operations in 2021.

Boa-Franc Inc.

  Market Share: 2.3%
  Boa-Franc Inc. (Boa-Franc) is a privately owned company that was founded in Saint-Georges, QC, in 1979. The

company is a leading manufacturer of prefinished hardwood flooring in Canada and works with over 2,000 dealers
across North America, in addition to maintaining several production plants. The company has won numerous
honours for quality and has significantly expanded its offerings during the reporting period, having developed an
estimated 300 products in the past five years. As a result of its success, company employment has grown from 375
workers in 2017 to 500 in 2021. Boa-Franc does not report publicly on its finances. However, IBISWorld estimates it
will generate $131.5 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Millwork industry in Canada has a low to moderate
level of capital intensity. IBISWorld estimates that the
average industry enterprise invests $0.14 on capital for
every $1.00 spent on wages in 2021. However, the level of
capital intensity can vary depending on the industry product
being manufactured. For instance, wood flooring requires a
higher level of automation and, thus, a higher degree of
capital investment. By contrast, products similar to wooden
doors and windows are not easily produced by automated
equipment and require a great deal of labour to customize
the products. Although industry operators have been
investing in more technology recently to improve
automation and reduce operating expenses, it has not
been enough to affect the industry's overall level of capital
intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Low Innovation
Concentration

Unlikely 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.

High Ease of Entry Likely 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.

Medium Rate of Entry Potential 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.

High Market
Concentration

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 additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

The relative ease of entry is high, which can support the potential for external innovators to enter the industry with a
disruptive trajectory. Despite this, the rate of entry of new companies is in line with the national average.

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.

The Millwork industry in Canada is highly resistant to technological disruption.

The industry produces wood-based architectural products, including doors, window frames, flooring and dimension lumber,
that provide vital structural features and support to most Canadian homes. Although several substitute products are
available for wooden doors and window frames, technology is not a major factor in the competitive landscape and wood is
likely to remain the most cost-effective material for many applications. Furthermore, consumers still have an affinity for the
aesthetic feel that wood-based products provide. Consequently, the industry will likely continue to incorporate technology
into its production processes, but there is very little risk that emerging technology is anticipated to negatively disrupt
industry demand.

The level of technology change is    Medium

  The Millwork industry in Canada has been exposed to a moderate level of
technological change over the five years to 2021.

The type of machinery used varies substantially between establishments. In recent years, computer-controlled cutting
equipment has been more widely adopted. Millwork manufacturers using these machines can increase the standardization
of their products, cutting down on waste and increasing production. In addition, industry operators have increasingly
adopted modular product designs, which are easier for customers to install and mount. Along with new and improved
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machines, industry operators have also had to adapt to the changing complexities, standards and environmental concerns
related to the Canadian Millwork industry. In recent years, concerns related to volatile organic compounds have caused
many operators in the industry to adopt water-borne finishes, in addition to powder coating technologies. In the coming
years, IBISWorld anticipates that most industry operators will gradually switch away from solvent-based finishes to these
two new formulas.

The industry's larger operators have also attempted to introduce just-in-time inventory control systems. Over the past
decade, these changes in system operations have enabled operators to significantly reduce inventory costs. Together,
these changes have helped maximize efficiency and safety. Consequently, the amount of revenue earned per employee
has increased over the past five years, a trend that is expected to continue. This implies that production efficiency is
increasing, most likely as the result of equipment upgrades and automation.

Revenue
Volatility

The level of volatility is    Medium

  Revenue in the Millwork industry in Canada has demonstrated a low to
moderate level of volatility over the five years to 2021.

The industry is subject to periodic volatility due to its reliance on construction markets, which tend to be cyclical. However,
these markets have experienced increasing levels of volatility, partially due to the COVID-19 (coronavirus) pandemic, over
the past five years, which has led to revenue decline in the industry through the middle of the period. High household debt
to disposable income ratios and overvalued home prices have fuelled fears of a housing bubble and has added uncertainty
to Canada's residential real estate market, though this has yet to show in revenue figures.

Since industry products are generally installed in the final stages of construction, its performance is not directly correlated
with housing starts. Meanwhile, renovation expenditure by private households represents one of the industry's largest
markets and demand from this market tends to be fairly stable, moderating revenue volatility. Additionally, United States
construction markets have been strong over the past five years and the ease of trade prompted strong growth in exports
over the past five years.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Companies in the Millwork industry in Canada are indirectly affected by
regulations and policies regarding forest preservation.

There are both federal and provincial laws promoting sustainable forest management. Some of these regulations limit the
number of trees that can be harvested for lumber or the areas from which forestland is cut. According to a report published
by the Department of Natural Resource Funding, over 90.0% of Canada's forests are publicly owned. These regulations
can sometimes limit the supply of available lumber, pushing up its price. Since one of the primary input costs in the industry
is lumber, this regulation can affect the prices of industry inputs, push up the industry's overall purchase costs and
potentially limit industry-wide production.
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Industry players are also subject to occupational health and safety regulations. These laws particularly apply to employees
that work on the factory floor that can be prone to workplace injury due to the high-power equipment they work with on a
daily basis.

Industry operators also benefit from regulations that encourage the incorporation of wood, in addition to value added wood
products, into new construction projects, several laws related to which were passed in the years leading up to the reporting
period. For instance, in late 2009, British Columbia passed the Wood First Act, which requires that all newly constructed,
publicly funded buildings in the province, such as schools, libraries or sports complexes, must consider wood as the
primary building material. Ontario and Quebec launched similar pro-wood initiatives, with Ontario introducing a Wood First
Act in April 2012. More recently, in 2019, British Columbia raised the height limit for wood buildings to 12 floors from six,
opening up new opportunities in the wood building market that could potentially lead to increased demand for industry
products.

Industry
Assistance

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

The Millwork industry in Canada is provided a medium amount of assistance
by the government.

Based on the latest information from Statistics Canada, over 90.0% of Canada's forests are publicly owned. In addition,
government statistics estimate that several hundred communities are dependent on the forest sector and its related
downstream industries. As a result, Canada's federal and provincial governments provide a moderate level of industry
assistance to the Millwork industry in Canada. Canada's tariff schedule specifies a 6.5% rate for doors, windows and their
frames for countries that classify as most favoured nations category and a significantly higher rate for those that do not.
However, many countries that have special trade relations with Canada are exempt from many of these tariffs.

Aside from tariffs, industry operators can benefit from assistance from industry associations, many of which are local or
provincial. These organizations represent the industry's interests to legislators and also organize conferences, promote
education and training and conduct public relations work for the industry. One of the largest industry associations is
Fenestration Canada, formerly the Canadian Window and Door Manufacturers Association, which is dedicated to promoting
the manufacturing of industry-related products across Canada. To give one example, Fenestration Canada offers trade
conferences that reduce operators' costs of marketing wood products to customers in the United States and in other
countries.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020 as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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

(Thousands)
2012 4,483 1,291 1,693 1,626 20,892 371 697 969 4,809 214,827
2013 4,606 1,241 1,773 1,639 21,232 422 683 965 4,868 187,923
2014 4,798 1,352 1,796 1,650 21,384 495 697 1,049 5,000 189,329
2015 5,079 1,495 1,799 1,666 21,295 624 724 1,029 5,179 195,535
2016 5,353 1,634 1,749 1,681 22,371 706 686 1,065 5,333 197,915
2017 5,482 1,703 1,698 1,663 22,146 824 624 1,081 5,282 219,763
2018 5,669 1,630 1,739 1,650 22,230 816 576 1,138 5,428 212,843
2019 5,310 1,637 1,687 1,624 20,819 804 546 1,108 5,052 208,685
2020 5,150 1,407 1,593 1,587 20,210 836 544 1,076 4,858 217,880
2021 5,651 1,666 1,641 1,629 21,484 898 613 1,151 5,365 253,000
2022 5,553 1,641 1,617 1,608 21,206 886 599 1,135 5,266 218,000
2023 5,619 1,656 1,611 1,601 21,342 898 605 1,144 5,326 208,000
2024 5,681 1,670 1,607 1,597 21,446 909 611 1,151 5,382 210,000
2025 5,731 1,683 1,605 1,595 21,540 919 615 1,157 5,427 212,000
2026 5,761 1,689 1,598 1,587 21,572 925 617 1,159 5,454 214,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2012 -1.93 -6.64 -2.20 -1.22 -2.12 2.51 0.04 -3.52 -1.97 10.8
2013 2.75 -3.92 4.72 0.79 1.62 13.6 -2.03 -0.44 1.22 -12.5
2014 4.15 8.99 1.29 0.67 0.71 17.4 2.01 8.71 2.71 0.74
2015 5.86 10.6 0.16 0.96 -0.42 26.0 3.83 -1.87 3.59 3.27
2016 5.38 9.29 -2.78 0.90 5.05 13.2 -5.26 3.47 2.96 1.21
2017 2.40 4.17 -2.92 -1.08 -1.01 16.7 -8.97 1.46 -0.94 11.0
2018 3.41 -4.25 2.41 -0.79 0.37 -0.94 -7.81 5.25 2.76 -3.15
2019 -6.33 0.42 -3.00 -1.58 -6.35 -1.46 -5.17 -2.57 -6.94 -1.96
2020 -3.02 -14.1 -5.58 -2.28 -2.93 3.94 -0.39 -2.95 -3.84 4.40
2021 9.72 18.4 3.01 2.64 6.30 7.45 12.7 6.98 10.4 16.1
2022 -1.74 -1.47 -1.47 -1.29 -1.30 -1.35 -2.24 -1.39 -1.85 -13.8
2023 1.19 0.90 -0.38 -0.44 0.64 1.37 0.95 0.75 1.14 -4.59
2024 1.09 0.85 -0.25 -0.25 0.48 1.23 0.92 0.61 1.05 0.96
2025 0.88 0.75 -0.13 -0.13 0.43 1.03 0.70 0.52 0.84 0.95
2026 0.52 0.38 -0.44 -0.51 0.14 0.66 0.34 0.22 0.48 0.94

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 28.8 14.5 8.28 215 21.6 12.3 46,381
2013 26.9 14.0 9.16 217 20.9 12.0 45,441
2014 28.2 13.9 10.3 224 21.9 11.9 49,051
2015 29.4 14.0 12.3 239 20.3 11.8 48,335
2016 30.5 12.9 13.2 239 19.9 12.8 47,611
2017 31.1 11.8 15.0 248 19.7 13.0 48,799
2018 28.8 10.6 14.4 255 20.1 12.8 51,170
2019 30.8 10.8 15.1 255 20.9 12.3 53,235
2020 27.3 11.2 16.2 255 20.9 12.7 53,226
2021 29.5 11.4 15.9 263 20.4 13.1 53,565
2022 29.6 11.4 16.0 262 20.4 13.1 53,518
2023 29.5 11.4 16.0 263 20.3 13.2 53,580
2024 29.4 11.3 16.0 265 20.3 13.3 53,646
2025 29.4 11.3 16.0 266 20.2 13.4 53,691
2026 29.3 11.3 16.1 267 20.1 13.5 53,732

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Architectural Woodwork Manufacturers Association of Canada
http://www.awmac.com

Fenestration Canada
http://www.fenestrationcanada.ca

Industry Jargon CUT STOCK
Wood products cut or shaped to specific sizes.

HARDWOOD
Wood from broadleaved trees that is used for construction, flooring and furniture.

MILLWORK
Woodwork products, such as doors, doorframes, window casings and floorboards.

SOFTWOOD
Wood from coniferous trees that is resistant to water and used for millwork, building components and furniture.

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
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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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.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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