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Ukraine Conflict
Impact Update

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

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

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

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

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

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

COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Petroleum Refining industry in Canada is expected to decline, mainly due to the adverse
economic effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance
chapter.

· Despite the coronavirus pandemic, the average industry profit margin is still expected to grow due to it beginning
the five years to 2021 at a low rate. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to decrease due to the adverse economic effects 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.



Petroleum Refining in Canada July 2021

5 IBISWorld.com

About This Industry
Industry Definition This industry refines crude petroleum through fracking and distillation to produce gasoline, diesel fuels and other fuel

oils.

Major Players Imperial Oil Limited

Suncor

Irving Oil

Shell Canada Ltd.

Federated Co-operatives Limited

Main Activities The primary activities of this industry are:

Production of gasoline

Production of diesel fuels

Production of fuel oil

Production of aviation fuel

Production of heating oil

Production of liquefied petroleum gases

The major products and services in this industry are:

Gasoline

Diesel fuel

Fuel oils

Aviation fuel

Other petroleum products
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Supply Chain

SIMILAR INDUSTRIES

Oil Drilling & Gas Extraction in
Canada

Asphalt Manufacturing in Canada Lubricant Oil Manufacturing in
Canada

Petrochemical Manufacturing in
Canada

Renewable Power in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Petroleum Refining in the US Petroleum Refining and
Petroleum Fuel Manufacturing in
Australia

Oil & Petroleum Refining in China Petroleum Refining in the UK

Petroleum Refining and
Petroleum Fuel Manufacturing in
New Zealand
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Industry at a Glance
Key Statistics

$49.0bn
Revenue

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

3.3%

Annual Growth

2016–2026

 

$4.5bn
Profit

Annual Growth

2016–2021

0.0%

  Annual Growth

2016–2021

 

9.2%
Profit Margin

Annual Growth

2016–2021

0.6pp

  Annual Growth

2016–2021

 

11
Businesses

Annual Growth

2016–2021

1.9%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

8,130
Employment

Annual Growth

2016–2021

0.0%

Annual Growth

2021–2026

2.9%

Annual Growth

2016–2026

 

$917.1m
Wages

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

3.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.2%
Demand from truck transportation

10.0%
World price of crude oil

1.9%
US Gross domestic product
(GDP)

0.8%
Canadian effective exchange rate
index

-1.9%
New vehicle sales

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Technology Change

Medium

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Industry Assistance
Low / Steady   Concentration

High

  Regulation & Policy
Heavy / Steady   Industry Globalization

High / Increasing

  Competition
High / Steady

 

Key Trends

 Industry profit has been very volatile primarily due to the
extreme volatility in oil prices

 The resulting global shock due to the pandemic resulted in
decreased demand for industry products

 While revenue has decreased, the number of industry
employees has remained stagnant

 Industrial capacity utilization is forecast to grow, bolstering
domestic output

 This industry is not anticipated to significantly expand
refining capacity

 IBISWorld forecasts that the value of exports is anticipated
to temper off

 A shift in travel behaviours will likely cause industry demand
to decrease
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Very high Volatility

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  World price of crude oil

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Canadian effective exchange rate index
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Executive Summary Highly refined: An expanding domestic economy will likely prompt
increased manufacturing output

Revenue for the Canadian Petroleum Refining industry has been volatile over the five years to 2021. Crude oil is the
primary input into industry products, and therefore, its price is the primary driver of industry revenue. Revenue
surged in the years leading up to the reporting period in the wake of rising oil prices, although following their peak,
industry revenue began to fall slowly before the world price of oil plummeted in 2016, resulting in significant declines
in industry revenue. A subsequent price recovery in 2017 helped the industry rebound by double-digits during the
following two-year period. Overall, industry revenue is forecast to fall an annualized 1.4% to $49.0 billion over the
five years to 2021, including an increase of 17.0% in 2021 alone. The decrease in revenue can be mainly attributed
to the COVID-19 (coronavirus) pandemic and the resulting collapse in oil prices in 2020.

Despite declining industry revenue during the period, growth in 2021 can be mainly attributed to the expected
economic recovery following the coronavirus pandemic, which is likely to raise oil prices and increase profit. Profit
has been just as volatile, moving in line with the industry revenue in recent years. Overall, profit has increased over
the five years to 2021 due to it beginning the period at an all-time low in 2016. The coronavirus pandemic has
placed downward pressure on fuel demand since many people have delayed travel until the outbreak is controlled.
Since transportation fuels make up a large market for this industry, a shift in travel behaviours will likely cause
demand to decrease. There have been minimal changes to the industry's operating structure in recent years,
although two refineries closed prior to the reporting period. Notably, the first new domestic refinery in three decades
was opened in Alberta in late 2018. This has added one more company to the industry, and the facility is in the
middle of a series of capital investments that will likely help it become one of the larger facilities in the industry.

Industry revenue is projected to rise an annualized 3.3% to $57.6 billion over the five years to 2026. An expanding
domestic economy will likely prompt increased consumer spending and manufacturing output. In addition, economic
activity is forecast to recover after the coronavirus pandemic and cause demand for the industry's products to grow.
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Industry Performance

Key External
Drivers

World price of crude oil

Crude oil is the primary input for industry operators. When crude oil prices increase, industry operators can increase
petroleum product prices, leading to higher revenue. If demand is weak, however, profit falls since companies
cannot increase petroleum products' prices to cover crude oil costs. The world price of crude oil is expected to
increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the strength of the Canadian dollar compared with
the currencies of Canada's primary trading partners. When the CEER index increases, domestic petroleum products
become relatively more expensive than international petroleum products, which reduces exports, and thus, revenue.
In 2021, the CEER index is expected to increase, posing a potential threat to the industry.

 

US Gross domestic product (GDP)

The United States is the primary destination for industry exports since petroleum products are a key energy source
for consumers, businesses and manufacturers. A growing US GDP indicates that business and consumer activity in
the United States is high, leading to greater demand for petroleum products. Industry exports, in turn, increase,
resulting in revenue growth. In 2021, US GDP is expected to increase, representing a potential opportunity for the
industry.

 

Demand from truck transportation

Freight trucks are the primary end users of diesel fuel, which is produced by this industry. Growing demand from
truck transportation increases demand for diesel fuel, bolstering revenue growth for industry operators. In 2021,
demand from truck transportation is anticipated to increase, leading to greater demand for diesel fuel.

 

New vehicle sales

Refined petroleum products, such as gasoline and diesel fuel, are used in nearly all vehicles. More cars are
expected to be on the road when new vehicle sales increase, boosting gasoline and diesel fuel consumption.
Typically, this results in revenue growth for industry operators. In 2021, new vehicle sales are expected to increase.
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Current
Performance

The Petroleum Refining industry in Canada comprises operators that are
primarily engaged in refining crude oil into a variety of petroleum projects,
such as gasoline or diesel fuels, oils and petrochemicals.

Crude oil is the primary input for industry operators, and as a result of the close ties between the industry and
upstream oil producers, crude oil price fluctuations are the primary driver of petroleum-based products. When crude
oil prices rise, industry operators can realize higher revenue by passing the increased input costs on to downstream
consumers. However, when crude oil prices fall, strong competition levels between both domestic and international
companies forces operators to lower prices for products, reducing revenue. The world price of crude oil has
experienced sharp fluctuations, rising at an annualized rate of 2.9% over the five years to 2021, despite large
decreases due to the COVID-19 (coronavirus) pandemic. Regardless of rising oil prices, industry revenue is
estimated to fall, declining at an annualized rate of 1.4% to $49.0 billion over the five years to 2021. However,
revenue is expected to rise 17.0% in 2021 alone, mainly due to the expected economic recovery following the
coronavirus pandemic.

PRICE FLUCTUATIONS AND INDUSTRY STRUCTURE

Crude oil prices have experienced years of strong growth prior to the
current period, fuelling a boom in petroleum product prices.

After peaking in 2012, however, crude oil prices started to deteriorate, culminating in a collapse in 2015 and 2016.
Oversupply and a lagging domestic economy in 2015 created uncertain conditions, causing oil prices to fall during
the beginning of the reporting period, causing operators to lower prices to remain competitive, and thus, slashing
industry revenue. While rebounding prices in 2017 and 2018 helped the industry recover much of its losses, prices
are still below their peak and complications remain in domestic oil market infrastructure, which have hindered
industry performance. Refineries located in western Canada lack effective cross-country pipelines, making it difficult
to obtain crude oil from ports in eastern Canada. As a result, refineries located in western provinces are limited to
crude oil extracted in the eastern regions.

Notably, industry profit is often higher in years when crude oil prices are low. This is because crude oil represents
the industry's largest purchase cost, and when the price of oil falls, it lowers purchase expenses and boosts
operators' profit margin. Therefore, industry profit, measured as earnings before interest and taxes, is expected to
account for 9.2% of revenue in 2021, up from 8.6% in 2016. Overall, industry profit has been very volatile over the
past five years, primarily due to the extreme volatility in oil prices.

RISING DEMAND

Sharp fluctuations of revenue in line with a shifting price of oil can
obscure overall domestic demand conditions, as a drop in the price of oil
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can cause revenue to plummet, even if output and demand rise in a given
year.

For instance, amid a growing economy, consumer spending is expected to rise at an annualized rate of 1.3% over
the five years to 2021, aiding demand for the industry's products. Meanwhile, demand has also decreased due to
the coronavirus pandemic. The resulting global shock resulted in decreased demand for industry products. For
example, if consumers continue to be fearful of travel, then less transportation industries would require petroleum-
based fuel. Subsequently, this will likely lower revenue and take an even larger hit on the industry due to the
reliance of international trade in the long term.

INTERNATIONAL TRADE

The value of industry exports has increased at an annualized rate of 2.3%
to $15.9 billion over the five years to 2021.

This rise in exports can be mainly attributed to the expected economic recovery following the worst of the
coronavirus pandemic. Despite an increasing Canadian effective exchange rate index, exports are still anticipated to
increase during the period as demand for gasoline rises quickly as countries begin to open up and ease restrictions,
particularly in the United States.

However, the value of imports is expected to decrease, falling at an annualized rate of 1.5% to $15.1 billion over the
five years to 2021. The United States is the primary source of petroleum imports for Canada. As the US economy
begins to recover from the pandemic, its refinery output is also expected to grow. Overall, the United States
contributes to the largest share of imports, accounting for 79.8% of imports in 2021.

INFRASTRUCTURE AND INDUSTRY PARTICIPATION

The industry has recently invested more in new infrastructure over the
five years to 2021.

While capital intensity remains high, a large portion of capital investments is spent on upgrading and maintaining
existing refineries. According to the Calgary Herald, a new refinery can cost an estimated $9.3 billion and take
anywhere between six and 10 years to be built. A new refinery in Alberta, run by the North West Redwater
Partnership, which became operational in late 2018, was the first new refinery located in Canada in three decades.
While it currently has capacity of an estimated 80,000 barrels per day, it is expected to ramp up this production over
the coming years. However, the number of industry facilities is expected to be otherwise unchanged during the
period, rising at an annualized rate of 1.3% to 16 locations over the five years to 2021. While this new facility is
operated by a new entrant, there has otherwise been minimal change in the number of industry operators during the
period.

Notably, while revenue has decreased, the number of industry employees has remained stagnant. Industry facilities
are extremely expensive to maintain and must run at high rates of capacity utilization, requiring significant labour. As
a result, operators find it difficult to cut workers. Thus, industry employment is expected to remain stagnant at 8,130
workers over the five years to 2021, despite a decline in revenue.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Crude Oil

($US per
barrel)

2012 94,955 13,919 16.0 11.0 7,217 26,382 17,928 970 86,501 105
2013 93,228 18,982 15.0 10.0 6,800 24,995 20,687 921 88,920 104
2014 91,061 17,842 15.0 10.0 6,692 22,441 23,006 911 91,627 96.2
2015 62,986 14,998 15.0 10.0 6,485 18,835 17,207 913 61,358 50.8
2016 52,433 9,845 15.0 10.0 8,132 14,213 16,312 986 54,532 42.8
2017 63,672 11,234 15.0 10.0 7,717 19,703 17,247 903 61,215 52.8
2018 74,001 15,027 16.0 10.0 8,785 21,624 23,290 1,036 75,667 68.3
2019 72,235 14,603 16.0 11.0 8,425 21,208 19,274 1,007 70,302 61.4
2020 41,862 5,138 16.0 11.0 7,352 13,437 11,532 820 39,957 41.3
2021 48,985 8,788 16.0 11.0 8,130 15,891 15,112 917 48,206 49.4
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Industry Outlook
Outlook The Petroleum Refining industry in Canada is projected to experience

slight growth over the five years to 2026.

While there will likely be increased demand from in oil production, crude oil prices are expected to grow at a faster
rate, which will likely propel any potential revenue growth. Overall, industry revenue is forecast to rise at an
annualized rate of 3.3% to $57.6 billion over the five years to 2026.

POSITIVE DOWNSTREAM DEMAND CONDITIONS

Over the five years to 2026, world oil production is projected to slightly
increase as operators attempt to slowly raise prices by limiting supply.

Meanwhile, industrial capacity utilization is forecast to grow during the outlook period, bolstering domestic output.
With economic activity forecast to recover after the COVID-19 (coronavirus) pandemic, these factors are expected to
increase consumer spending and stimulate demand from numerous transportation services.

For example, consumer spending is forecast to rise an annualized 2.4% over the five years to 2026, increasing at a
faster rate compared with the five years to 2021. New vehicle sales are also expected to recover and grow during
the outlook period, which will likely result in greater demand for gasoline. While continued growth in environmental
consciousness will likely prompt consumers to purchase more fuel-efficient gasoline-powered vehicles or electric or
hybrid varieties, a rising number of cars and drivers are expected to benefit from this demand.

CAPACITY AND PARTICIPATION

Over the next five years, world crude oil prices will likely continue to
grow, however at a faster rate.

Consequently, refineries will likely need to import more expensive crude oil from foreign countries, to keep up with
domestic demand, leading to a slightly lower profit margin for operators. Industry operators may consequently scale
down some refineries in their respective region to effectively react to any volatile demand.

Similarly, this industry is not anticipated to significantly expand refining capacity over the five years to 2026.
Environmental laws and construction costs will likely discourage major construction projects. In addition,
international oil and gas corporations control many industry operators. These operators will likely continue to ship
crude oil abroad for refining, especially to the United States, where there are many well-established refineries. In
fact, there has been only one new refinery built in recent years, a joint venture between North West Refining Inc.
and Canadian Natural Resources Ltd., known as the North West Redwater Partnership. This refinery opened in
2018, and no other operator has significant plans to invest in such large expansion projects. In fact, two industry
operators have sought to diminish their domestic operations. Husky Energy Inc. has plans to sell its industry-
relevant refinery, and Shell Canada Limited announced in early 2019 that it plans to seek a buyer for its facility in
Ontario, as it is seeking to focus on its liquefied natural gas project in British Columbia.

Given the latest known plans to expand industry facilities, IBISWorld estimates that the number of industry
enterprises will rise slightly, increasing at an annualized rate of 1.8% to 12 companies over the five years to 2026. In
addition, as the new refinery in Alberta gets off the ground and bolsters its own capacity, IBISWorld estimates that
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industry employment will also rise, growing at an annualized rate of 2.9% to 9,387 workers over the next five years.

INTERNATIONAL TRADE

International trade is also projected to increase during the outlook period.

The United States is the industry's largest trading partner and is forecast to steadily grow in regard to its trading
power over the next five years; therefore, demand for energy will likely increase. However, IBISWorld forecasts that
the value of exports is anticipated to temper off and even slightly decrease, falling at an annualized rate of 0.5% to
$15.5 billion over the five years to 2026.

However, the value of industry imports is projected to grow at an annualized rate of 12.9% to $27.7 billion during the
same period. Slow growth in domestic refining capacity will likely make it difficult for industry operators to meet rising
domestic demand. Insufficient pipeline infrastructure is expected to further exacerbate this problem, as western
refineries cannot easily supply customers in eastern Canada. Therefore, some downstream markets will likely be
forced to turn to imports to meet demand. In particular, the United States is expected to become an even more vital
source of imported petroleum products, given high and growing levels of refinery production in the country and the
geographical advantage it has over other trade partners. International trade may also be affected by the coronavirus
pandemic. If the pandemic's shock is not fully contained in a timely manner, refined petroleum may experience a
decrease in demand over the coming years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Crude Oil

 ($US per
barrel)

2021 48,985 8,788 16.0 11.0 8,130 15,891 15,112 917 48,206 49.4
2022 51,576 9,320 16.0 11.0 8,489 15,520 17,345 959 53,401 53.0
2023 53,050 9,591 17.0 11.0 8,746 14,978 19,414 988 57,486 54.7
2024 54,515 9,754 17.0 12.0 8,952 15,003 21,865 1,012 61,377 56.6
2025 55,819 9,945 17.0 12.0 9,162 14,913 24,476 1,036 65,382 58.2
2026 57,571 10,279 18.0 12.0 9,387 15,535 27,667 1,063 69,703 60.8
2027 59,044 10,542 18.0 12.0 9,601 15,502 30,859 1,088 74,401 62.9
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The number of operators is anticipated to rise slightly

Industry operators are focused on increasing productivity and efficiency

Products in this industry are well-established and segmented

The Petroleum Refining industry in Canada is in the mature stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is anticipated to increase at an annualized rate of 0.4%
over the 10 years to 2026. Comparatively, Canadian GDP is forecast to grow an annualized 2.0% during the same
period. IVA that is growing at a slower rate than GDP often indicates a declining industry, however, the industry is
highly volatile, which results in a slower IVA growth rate. IVA is closely linked with the world price of crude oil, which
is subject to global supply and demand conditions and is not necessarily tied to the performance of the domestic
economy. Overall, the industry features several key hallmarks of a mature industry.

Industry products are well-established. Refineries produce petroleum products, such as gasoline, diesel and fuel oil,
which have clear and consistent demand from a variety of downstream markets. Industry research and development
has been focused on decreasing production costs and improving operating efficiency, rather than developing new
products. A stable product line and strong focus on efficiency is representative of a mature industry.

The industry has also experienced little change in its overall structure. In addition, industry operators have also
slowly closed some unprofitable refineries. The number of industry operators and the number of refineries is
anticipated to rise slightly over the five years to 2026. In addition, industry operators will also likely try to increase the
productivity of existing refineries to meet growing demand. Mature industries typically exhibit steady consolidation
and moderate productivity growth, which suggests that this industry is mature.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Gas Stations with Convenience Stores in Canada

Scheduled Air Transportation in Canada

Petrochemical Manufacturing in Canada

Gasoline & Petroleum Bulk Stations in Canada

2nd Tier

Consumers in Canada

Business, Professional, Labor, Political and Similar
Organizations In Canada

Key Selling Industries
1st Tier

Oil Pipeline Transportation in Canada

Electric Power Transmission in Canada

Other Pipeline Transportation In Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Oil & Gas Pipeline Construction in Canada

Products & Services

  The Petroleum Refining industry in Canada produces a variety of refined
petroleum products, though transportation fuels account for the bulk of
revenue.

Larger refineries produce all types of petroleum products, while smaller refineries may focus on more specialized
fuel oils. As a result of the COVID-19 (coronavirus) pandemic, demand for industry products is expected to decrease
as people travel less.

GASOLINE

Gasoline is the most commonly used petroleum product in Canada due to
its status as the primary fuel source for most passenger vehicles.

Passenger cars use gasoline engines that generate power by igniting fuel and air. Demand for gasoline is usually
insulated due to its importance to travel. However, due to the coronavirus pandemic, this segment's share of
industry revenue has decreased slightly over the five years to 2021. In 2021, gasoline is estimated to account for
37.4% of industry revenue.

DIESEL FUEL

Diesel is a distillate fuel of crude oil that is used for diesel engines and
generators.

Diesel engines are mostly found in heavy industry, trucking and shipping, as engines used by these markets are
more fuel-efficient compared with gasoline engines. Many car manufacturers also produce diesel consumer
vehicles. Canadian dealerships are often influenced by their US counterparts, and diesel is still perceived as loud
and unreliable in the US market. While such perceptions appear to be slowly shifting, with the number of diesel
options available at some car brands rising, diesel has also competed with a growing number of electric vehicles
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and hybrids, limiting its potential growth.

Despite the adverse economic effects of the coronavirus pandemic, demand for diesel has slightly increased as the
negative perceptions of diesel begin to shift, and thus, this segment's share of revenue has also increased during
the period. As a result, diesel accounts for an estimated 27.3% of industry revenue in 2021.

FUEL OILS

Fuel oils include heavy and light fuel oil.

Heavy fuel oil is used to generate electricity, to power boilers and furnaces and to fuel large ships. Older buildings
also use heavy fuel oil for heating fuel. Conversely, light fuel oil is used for heating and includes kerosene.
According to Environment and Climate Change Canada, heavy fuel oil is the second-most carbon-intensive fuel, and
it releases a large quantity of pollutants when burned. Over the past five years, heavy fuel oil consumption has
declined, partly due to environmental concerns. In addition, paper and pulp manufacturers, which is one of the larger
downstream markets for heavy fuel oils, have increasingly installed on-site generators capable of using waste
byproducts from their manufacturing process to generate electricity, diminishing the need for external power
sources. In 2021, fuel oils are expected to generate 8.3% of revenue, with demand for heavy fuel oil steadily
declining, leading this segment's share of revenue to fall during the period.

AVIATION FUEL

Aviation fuel is used in commercial and recreational air travel.

International trips by Canadian residents have fallen at an annualized rate of 15.9% over the five years to 2021,
which has been mainly due to the coronavirus pandemic. Overall, IBISWorld estimates that demand for aviation fuel
has decreased over the past five years, resulting in this segment's share of revenue to decline during the same
period. In 2021, aviation fuel is forecast to account for 6.5% of industry revenue.

LIQUEFIED PETROLEUM GASES AND OTHER PETROLEUM PRODUCTS

Propane and butane are the most commonly used liquefied petroleum
gases (LPG).

LPGs are primarily used as heating and cooking fuels. Propane and other LPGs are used as furnace fuels in various
manufacturing industries. Propane and butane can also be used as petrochemical feedstock for downstream
petrochemical manufacturers. Other petroleum products include residual fuel oils, petroleum coke, still gases,
petrochemical feedstock, naphtha, lubricants and waxes. In 2021, other petroleum products are forecast to account
for 20.5% of industry revenue, increasing as a share of revenue during the period.

Demand
Determinants

Petroleum products are used in nearly all aspects of the economy;
however, volatile commodity prices cause demand to also be volatile for
the Canadian Petroleum Refining industry.

In general, demand is driven by prices, which are determined by input costs. Another driver in demand is associated
with global economic shocks, and such shocks may shift demand in certain markets. With the COVID-19
(coronavirus) outbreak, this has caused a large decrease in the amount people are travelling. These travel changes
are expected to strain the transportation market of this industry. If people travel less, less fuel is needed for cars,
planes and other modes of transportation, thus causing demand for refined petroleum products to decrease.

Domestic demand

Gasoline is this industry's primary product, and consumers comprise one of the biggest markets for gasoline. Over
the five years to 2021, despite steady disposable income growth, the coronavirus pandemic has caused many
people to work from home and travel less; this has resulted in less demand for the industry's products. In addition,
the pandemic has also caused a decrease in new vehicle sales, which will likely further decrease demand for fuel.

Diesel fuel is primarily used in heavy industry and freight truck transportation. Truck transportation and heavy
industry has performed well over the past five years due to continued operations despite the coronavirus pandemic.
As demand for truck transportation increases, diesel fuel consumption grows.

Demand for petroleum products is also driven by prices. When gasoline prices are low, consumers are more willing
to take long trips. Over the past five years, refineries in western Canada had access to less expensive crude oil than
their counterparts in eastern Canada. This enabled some operators to undercut competitors by offering lower prices
for gasoline and petroleum products, which slightly boosted demand.
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International demand

Demand for exports is driven by exchange rates. During the first half of the reporting period, the Canadian dollar
depreciated and made domestic petroleum products relatively more affordable than international petroleum
products. Conversely, as the economy suffered from the coronavirus pandemic, people have travelled less and
demanded less industry products.

Major Markets

  The Petroleum Refining industry in Canada supplies petroleum fuel and
other products to all sectors of the economy.

  Refined petroleum products are most commonly used for transportation fuel in consumer and commercial
applications. With the COVID-19 (coronavirus) outbreak, demand is expected to decrease from all major markets
within this industry. Since most major markets are related to transportation, a downward shift in travel patterns will
likely lead to a decreased demand in petroleum fuel.

EXPORTS

Exports are estimated to generate 25.8% of industry revenue in 2021.

Gasoline, diesel fuel and fuel oil are the primary exported petroleum products. The United States is the main trading
partner for industry operators, accounting for almost 90.0% of exports. Despite an appreciating Canadian dollar,
exports as a share of revenue have increased over the five years to 2021.

INDUSTRIAL

Manufacturing and industrial industries are the primary domestic market
for industry operators.

Factories and manufacturing facilities use fuel oils for heating fuel. Many industries, such as petrochemical,
pharmaceutical and chemical manufacturers, use petrochemical feedstock to produce other products. This market is
also a primary user of diesel fuel, as many industrial facilities and institutions use diesel as a source of emergency
power. Over the past five years, industrial consumers as a share of domestic users have increased in line with
strengthening industrial production volumes. In 2021, the industrial market is estimated to contribute to 29.4% of
industry revenue.

CONSUMERS

Consumers account for the third-largest domestic share of industry
revenue since consumers are the primary users of gasoline, as it is used
to power consumer vehicles.

Consumers also commonly use heating and cooking fuel, such as propane and butane, however, demand for those
particular products has fallen over the past five years in favour of alternatives. In recent years, the expected
economic recovery following the coronavirus pandemic has boosted consumer demand for industry products. In
2021, consumers are expected to account for 21.0% of revenue.
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COMMERCIAL

The commercial market purchases fuel for truck transportation and
shipping, and some office buildings also require heating fuel.

Over the past five years, the commercial market's share of revenue has increased. While buildings have become
more energy-efficient, lowering the need for heating fuel, expanding demand from truck transportation has boosted
demand for diesel in this segment. In 2021, commercial consumers are expected to account for 18.6% of revenue.

AVIATION

The aviation industry primarily purchases aviation fuel, though some
gasoline or diesel fuel is needed for ground vehicles.

Over the past five years, travel has decreased due to the coronavirus pandemic. IBISWorld estimates that overall
demand for air travel has decreased, leading to a decline in this market's share of revenue during the period. In
2021, aviation is expected to generate 5.2% of industry revenue.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    Medium and Steady

Crude oil and petroleum products are both international commodities, and operators in the Canadian Petroleum
Refining industry are highly dependent on international trade. Since the industry is highly dependent on international
trade, the COVID-19 (coronavirus) outbreak has negatively affected the industry. The largest effect this outbreak
had on the petroleum refining industry is the decrease in demand for industry products. Since a large portion of
petroleum products are used for transportation fuel, if the number of people travelling decreases, then demand for
petroleum products will likely fall as the pandemic is still prevalent.

Exports

Exports are estimated to account for 32.4% of industry revenue in 2021. The share of revenue captured by exports
have been volatile over the five years to 2021. In addition, the value of exports has increased in response to the
expected economic recovery after the coronavirus pandemic. As people being to slowly return to their regular lives,
they will likely want to travel more, and thus, demand more gas. As a result, the value of exports has increased at an
annualized rate of 2.3% to $15.9 billion over the five years to 2021.

The United States accounts for 89.1% of exports in 2021 due to its proximity and pipeline availability. Other export
destinations include the Japan, accounting for 3.6% of exports in 2021; Mexico (1.6%); and the Bahamas (0.8%).

Imports

Imports are estimated to account for 31.3% of domestic demand in 2021. The value of industry imports has fallen at
an annualized rate of 1.5% to $15.1 billion over the five years to 2021. Imports as a share of domestic demand has
increased slightly, likely in response to rising demand as consumers begin to travel more. In addition, strong growth
from US production may stimulate domestic imports due to the heavy reliance on their imports over the coming
years.

The United States is Canada's primary trading partner, account for nearly 80.0% of imports in 2021. Other countries
include the Netherlands, accounting for 5.8% of imports in 2021; Belgium (1.6%); and Norway (1.4%).
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Business
Locations

  The Petroleum Refining industry in Canada is mostly concentrated in three regions, which include Edmonton, AB, Montreal and
Sarnia, ON. As a result, Alberta accounts for 27.2% of industry establishments in 2021, followed by Ontario, accounting for 20.2%
of locations; and Quebec accounting for 19.1% of locations. Edmonton is home to Suncor Energy Inc.'s largest refinery, although
it's facility in Montreal is a comparable size. Imperial Oil Limited operates three domestic refineries, including two in Ontario and
one in Alberta. Combined, these three locations give the company the largest share of domestic refining capacity. Its facility in
Alberta is the third-largest facility in the country.

The country's largest petroleum refinery, by refining capacity, is operated by Irving Oil Ltd. and is located in Saint John, NB. In
general, with the exception of Nova Scotia, Manitoba and Prince Edward Island, all provinces have some refining capacity,
although the Northern Territories also lack refineries. The overall capacity of each facility rarely changes in a given year.
Therefore, the relative share of domestic refining capacity captured by each province has remained stable over the past decade.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

In 2021, the five largest operators in the Petroleum Refining industry in Canada are expected to account for an
estimated 75.1% of industry revenue, indicating a high level of market share concentration. All major players are
integrated oil and gas companies involved in all stages of the petroleum supply chain. Most industry operators are
also associated with the United States or other international oil and gas corporations. For instance, industry leader
Imperial Oil Limited (Imperial) is majority-owned by Exxon Mobil Corporation. Imperial Oil is estimated to account for
21.8% of revenue in 2021, which is the largest Canadian-owned petroleum refining company. Market share
concentration tends to remain at a similar level in a given year as there are rarely any facility closures or openings,
and no operator has significantly expanded production capacity at its own facility over the five years to 2021. The
industry is also fairly small, with only an estimated 11 companies operating refineries in the industry in 2021.

Key Success
Factors

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

Access to crude oil supplies:
Crude oil is the primary input for industry operators. Operators that directly control or have access to high-quality
crude oil experience higher profit and lower costs, providing them with a competitive advantage.

Directly operate retail and wholesale stations:
Industry operators that also control downstream marketing and distributing businesses can realize a higher profit, as
third-party retailers require an additional cut of the profit. Retail and wholesale stations also provide a stable sales
outlet.

Access to efficient and environmentally friendly technology:
Companies that can implement the most efficient refining methods will likely realize a higher profit margin.
Environmentally friendly technology also lowers long-run energy costs.

Must comply with government regulations:
Industry operators need to abide by government regulations on air and water pollution, waste disposal and price
control. Operators that fail to comply with regulations may endure sanctions.



Petroleum Refining in Canada July 2021

25 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Profit is mostly driven by crude oil prices. When crude oil prices
increase, industry operators have limited capability to pass on the costs
to downstream customers. When crude oil prices are low, industry
operators endure a decline in the price of their main purchases, such as
crude oil. Industry profit has been volatile over the five years to 2021 in
response to regular fluctuations in the price of crude oil. Overall, profit,
measured as earnings before interest and tax, has increased over the
past five years in response to rising oil prices, accounting for 9.2% of
revenue in 2021. This rise in oil prices is mainly a result of improving
economic conditions in 2021, after a huge collapse in prices in 2020
from the COVID-19 (coronavirus) pandemic. In addition, since oil prices
endured a large decline in 2015 and 2016, prices were already at the
second-lowest point during the reporting period. As a result, the
expected economic recovery from the pandemic in 2021 is projected to
raise prices from an already low point in 2016, causing profit to rise.
Industry profit is forecast to be less volatile over the five years to 2026,
decreasing marginally as consumer demand is expected to stabilize.

 

  Wages

Employees are needed to operate and manage refinery operations. In
general, industry operators employ skilled workers, such as chemical
and petroleum engineers, resulting in high average wages. However,
the scale of petroleum refineries limits the cost of wages as a share of
revenue. In 2021, wages are forecast to account for 1.9% of revenue,
stagnating over the past five years.
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  Purchases

Purchases are the primary cost for petroleum refineries. Industry
operators must purchase crude oil from upstream oil extractors, which
contribute to high purchase costs. Crude oil has several varieties, with
low sulphur and low viscosity crude commanding the highest prices due
to the ease of refining. Over the past five years, volatile industry
demand has decreased purchase costs from accounting for 79.4% of
revenue in 2016 to 78.2% in 2021.

 

  Marketing

The industry has a minimal marketing expenditure. However, marketing
costs are estimated to account for 0.1% of industry revenue in 2021.

 

  Depreciation

Depreciation is estimated to account for 7.0% of industry revenue in
2021. Depreciation has slightly decreased over the past five years,
despite the vast amount of equipment needed to run a successful
refinery. Some operators have upgraded their refineries to process
heavy crude oil derived from oil sands. However, depreciation costs are
still expected to decrease slightly.
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  Rent

This industry incurs minimal rental costs. In 2021, rent costs account
for 0.1% of industry revenue.

 

  Utilities

Utility costs are expected to account for 1.2% of industry revenue in
2021.

 

  Other Costs

Other costs include repair and maintenance, administration, research
and development, lobbying and other miscellaneous costs.
Maintenance costs are significant and have increased over the past five
years, given the age of many refineries. Other costs account for 2.4%
of revenue in 2021, up from 0.4% in 2016.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Competition in the Canadian Petroleum Refining industry is high, as
petroleum products are widely traded across the world, making it difficult
for operators to differentiate their products.

Operators compete on product quality, research and development and input costs. Input costs are the primary basis
of competition, as companies that can access less expensive inputs are expected to realize a higher profit margin
and be able to offer their products at more competitive prices. In recent years, operators located in western Canada
had a competitive advantage. A lack of pipelines has resulted in a glut of crude oil in the region, thus lowering
prices. Companies located in eastern Canada have had to import crude oil at higher international prices.

Companies that can quickly develop and implement new technology also have a competitive advantage. Canada
has the largest oil sands reserves in the world, but oil sands typically produce heavier crude oil, which is more
difficult to process. In general, more efficient refining technology lowers production costs and contributes to a higher
profit margin.

EXTERNAL COMPETITION

Industry operators also endure competition from imports.

In 2021, imports are estimated to account for 31.3% of domestic demand. Competition from imports has decreased
slightly over the five years to 2021, as crude oil prices across the world increased. Industry operators also
experience competition from international petroleum refineries, especially those located in the United States. The
industry has not experienced significant capacity expansions over the past two decades. As a result, despite the oil
sands boom, upstream oil extractors have shipped crude oil to the United States and other countries for refining and
processing. Many industry companies are owned by US and international oil and gas corporations, and have limited
control over refining capacity expansions. This may limit industry growth over the five years to 2026.

Industry operators also endure some competition from the renewable energy sector. For instance, electric and
hybrid vehicles lower demand for gasoline. Residential solar panels can reduce the need for heating oils.
Nonetheless, these technologies are still in the early stages of development and consumer adoption, which limits the
overall level of competition.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Petroleum Refining industry in Canada has very high
barriers to entry. This industry is dominated by integrated
oil and gas corporations that participate in all stages of
the petroleum supply chain. Refinery infrastructure is
extremely costly, and new entrants must have
considerable capital to construct refineries. High market
share concentration and very high capital costs make it
difficult for companies to enter this industry. Prospective
entrants must also hire sufficiently skilled workers to
operate refineries, further contributing to barriers.

Access to pipeline infrastructure can also be difficult to
obtain. Over the five years to 2021, the lack of cross-
country pipelines has created a cost differential between
refineries in eastern and western Canada. Refineries in
eastern Canada have had to import international crude oil
at higher prices in comparison with their counterparts in
western Canada. This has made it even more difficult for
new entrants to succeed in eastern Canada.

Government agencies and industry associations estimate
that the cost of a new refinery can range between an
estimated $5.0 billion and $14.0 billion, depending on the
size of the refinery. Refineries are also a major
construction projects that takes years to complete.
Consequently, it is near impossible for entities other than
established multinational energy companies to enter this
industry.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The high level of international trade for refined petroleum products understates the level of globalization in the Canadian
Petroleum Refining industry. The entire oil and gas supply chain is highly globalized, with exports accounting for 32.4% of
revenue in 2021. Domestic crude oil prices are driven by the international supply and demand for crude oil. Over the five
years to 2021, crude oil prices in western Canada have been low due to both global oversupply issues and a lack of
necessary infrastructure capable of carrying domestic oil to export markets. Subsequently, due to the COVID-19
(coronavirus) outbreak, demand for refined petroleum has decreased as a result of people travelling less due to border
closures.

Most industry operators are either subsidiaries of or work closely with multinational oil and gas companies. Industry
leader Imperial Oil Limited is majority-owned by Exxon Mobil Corporation, while Shell Canada Limited is a subsidiary of
Royal Dutch Shell PLC. Ultramar is a subsidiary of US-operator Valero Energy Corporation, and North Atlantic Refining is
owned by Korea National Oil Corporation. International energy corporations also have a strong presence in upstream oil-
sand development projects.
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Major Companies

Major Players Imperial Oil Limited

Market Share: 21.8%

  In 1880, 16 refiners in Ontario founded Imperial Oil Limited (Imperial Oil). The Calgary-based company is a
comprehensive oil and gas company that employs 5,800 people, with business operations along the entire supply
chain. Imperial Oil explores and develops Canada's energy resources across the country through its upstream
business segment. The company's downstream business segment, which is the most relevant to the industry,
refines and markets petroleum products, such as gasoline, diesel and other fuel oils. Imperial Oil also controls
petrochemical production infrastructure and conducts active research on fossil-fuel technology. Imperial Oil is a
publicly traded corporation on the New York and Toronto stock exchanges, and the US energy giant Exxon Mobil
Corporation (Exxon Mobil) owns the majority of Imperial Oil stock. In 2020 (latest data available), Imperial Oil
generated $22.4 billion in total revenue.

Imperial Oil is the largest petroleum-refining operator in Canada, and its three refineries have a combined capacity
of 428,000 barrels per day of refined-petroleum products in 2020 (latest data available). Due to its close relationship
with Exxon Mobil, Imperial Oil is able to source crude oil through Exxon Mobil's extensive network of crude oil
suppliers. The company also operated Exxon Mobil's Esso and Mobil brands' retail gas stations in Canada until
2017. The company announced in March 2017 that it has agreed on a deal to sell 497 Esso-brand retail gas stations
to five fuel distributors for an estimated $2.8 billion, although the brand is being maintained and Imperial Oil supplies
the retail outlets with petroleum products.

Similar to the overall industry, the company has not significantly expanded its refineries. However, this comes after
the closing of the company's Dartmouth, NS, refinery in mid-2013, which had a capacity of 89,000 barrels per day.
The facility's profit was declining, and as a result, was converted into an oil storage warehouse. Capital investments
over the five years to 2021 have been focused on improving reliability, feedstock flexibility, energy efficiency and
environmental performance. In addition, Imperial Oil has continually acquired and developed upstream assets to
bolster the crude-oil supply to its refineries. For example, the company is currently developing the Kearl Oil Sands
Project in a joint operation with Exxon Mobil, with this project's initial development beginning in 2013, and as of
mid-2015, its capacity was 220,000 barrels of crude oil per day (latest data available). The project is expected to be
operational for 40 years.

Financial performance

Imperial Oil's industry-relevant revenue has followed the overall industry, falling at an annualized rate of 1.9% to
$10.7 billion over the five years to 2021. Company performance has mostly matched industry-wide trends, with
stable performance during the period followed by a sharp decline when oil prices fell. Notably, despite closing the
company's Dartmouth facility in mid-2013, revenue remained stable between 2016 and 2018. While the company's
sale of its Esso-branded retail sites in 2016 helped provide additional income and propped up the company's
downstream segment revenue, this sale was not industry-relevant. As a result, the company's operating profit,
measured as earnings before interest and taxes, has also declined, falling an annualized 5.9% to $1.3 billion over
the five years to 2021. This decrease can be mainly attributed to the COVID-19 (coronavirus) pandemic, which
caused demand for oil to plunge in 2020.

 
Imperial Oil Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 11,723.2 N/C 1,808.3 N/C
2017 11,907.2 1.6 737.9 -59.2
2018 14,434.6 21.2 1,678.8 127.5
2019 13,572.9 -6.0 681.9 -59.4
2020 9,001.7 -33.7 392.4 -42.5
2021 10,656.7 18.4 1,333.4 239.8

Source: Annual Report and IBISWorld
Note: *Estimates

Suncor Energy Inc.

Market Share: 18.9%
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  Suncor Energy Inc. (Suncor) was founded in 1919 as the Canadian operation of the US oil company Sunoco LP
(Sunoco). The present company was formed in 1979 when Sunoco's Canadian businesses, including exploration
and refining operations, were merged with Great Canadian Oil Sands Ltd., Sunoco's oil sands company. In 1995,
Sunoco divested its controlling stake of Suncor. Currently, Calgary-based Suncor is an integrated energy company
that specializes in synthetic crude oil. The company employs an estimated 12,500 workers that operates its oil
extraction, refining and marketing businesses. In 2020 (latest data available), Suncor generated $20.6 billion in total
revenue.

Suncor participates in this industry through its refining and marketing business segment. The company's refineries
produce petroleum and petrochemical products, which are then sold through its retail and wholesale operations,
which include more than 1,800 Petro-Canada retail stations. Suncor has four total refineries, with three domestic
establishments, one each in Montreal, Edmonton, AB and Sarnia, ON, in addition to a US refinery in Commerce
City, CO. More than 90.0% of its total refining capacity is completed in Canada, which has a total processing
capacity of 368,000 barrels of crude oil per day.

In 2009, Suncor merged with Petro-Canada, combining Petro-Canada's considerable refining and marketing
capabilities with Suncor's oil sand production. Suncor acquired its Edmonton refinery and its Montreal refinery, which
produce a respective 146,000 and 137,000 barrels per day, as a part of this deal, turning Suncor into a major
industry player and significantly expanding its market share. Suncor also phased out its Sunoco-brand retail gas
stations in favour of Petro-Canada retail and wholesale outlets. As with other major players, the company has
divested assets to optimize operations and cut costs on account of falling crude oil prices. In 2017, the company
announced the divestiture of its Petro-Canada's lubricants business to HollyFrontier Corporation for an estimated
$1.1 billion. The company has had few industry-relevant acquisitions in recent years. However, prior to the reporting
period, the company purchased a sulphur recovery facility in Montreal that it was able to integrate into its Montreal
refinery's operations.

Financial performance

Suncor's industry-relevant revenue is estimated to increase at an annualized rate of 1.3% to $9.2 billion over the five
years to 2021. Similar to the overall industry, Suncor endured large declines during the oil price collapses in 2016
and 2020. However, the company was still able to grow due to its economies of scale and lucrative mergers and
divestitures during the reporting period. In addition, the company's operating profit has been historically volatile over
the past five years. Suncor's operating profit, measured as earnings before interest and taxes, has increased an
annualized 10.1% to $1.5 billion over the five years to 2021. This growth can be mainly attributed to the company's
COVID-19 (coronavirus) response, which cut operating costs by $1.3 billion and reduced capital expenditure by $1.9
billion. These cutbacks have enabled the company to prosper over the five years to 2021.

 
Suncor Energy Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 8,656.1 N/C 931.3 N/C
2017 9,655.2 11.5 1,060.4 13.9
2018 11,649.2 20.7 1,544.7 45.7
2019 11,106.1 -4.7 1,493.8 -3.3
2020 7,812.8 -29.7 443.0 -70.3
2021 9,249.2 18.4 1,505.4 239.8

Source: Annual Report and IBISWorld
Note: *Estimates

Irving Oil Ltd.

Market Share: 15.4%

  Irving Oil Ltd. (Irving Oil) was founded in 1924 by Canadian industrialist KC Irving. The company is privately owned
and maintains a close relationship with the other companies within the Irving Group. Irving Oil sources crude oil from
suppliers across the world to its Irving Canaport deep-water crude terminal. It is one of the first oil terminals capable
of receiving supertankers, giving the company a competitive advantage. Irving Oil also maintains a wholesale and
retail business, with more than 900 fuelling locations primarily in eastern Canada and New England. Irving Oil
employs an estimated 3,000 people in 2020.

The company participates in this industry through its refining business segment. Irving Oil only operates one refinery
in Saint John, NB, which employs more than 1,600 workers. The Saint John refinery, with a daily production capacity
of 320,000 barrels, is the largest petroleum refinery in Canada, and most of its production is exported to the United
States. The refinery began operations in 1960 and has since received several upgrades. In 2015, the company
invested $200.0 million in turnaround projects at the refinery, its largest investment since it began operations.
Furthermore, the company announced an investment of $135.0 million for the refinery in 2016.
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The company has expanded overseas over the five years to 2021, with the most notable acquisition being Ireland's
only refinery that the company purchased from the Phillips 66 Company in 2015. Furthermore, the company
acquired storage assets from Valero Energy Corporation in 2016, aiding its $80.0 million investment at the Halifax
Harbour Terminal, which is located near storage assets.

Financial performance

Irving Oil is a private company and does not release financial information to the public. As a result, all financial data
is estimated based on the company's production capacity. IBISWorld estimates that the company's industry-relevant
revenue will decrease at an annualized rate of 2.4% to $7.5 billion over the five years to 2021. This decrease can be
mainly attributed to the COVID-19 (coronavirus) pandemic, which has caused demand for oil to plummet in 2020.
IBISWorld also expects that the company's operating profit, measured as earnings before interest and taxes, to
decline an annualized 1.7% to $787.6 million over the five years to 2021.

 
Irving Oil Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 8,530.9 N/C 857.4 N/C
2017 10,359.4 21.4 1,082.9 26.3
2018 11,390.6 10.0 1,670.8 54.3
2019 11,118.8 -2.4 1,469.1 -12.1
2020 6,443.6 -42.0 234.5 -84.0
2021 7,540.1 17.0 787.6 235.9

Source: IBISWorld
Note: *Estimates

Shell Canada Limited

Market Share: 12.1%

  Shell Canada Limited (Shell Canada) is the Canadian subsidiary of the multinational oil and gas company Royal
Dutch Shell PLC (Royal Dutch Shell). Royal Dutch Shell's global headquarters are located in the Hague,
Netherlands. Royal Dutch Shell operates in more than 70 countries across the world, with more than 87,000
employees operating 46,000 service stations, refineries and chemical plants. In 2020 (latest data available), the
company generated $245.4 billion in total revenue.

Calgary-based Shell Canada was founded in 1911 as a gasoline tankage facility, and it has grown over the years to
a comprehensive energy company. Its upstream business segment explores and extracts crude oil and natural gas.
The company also develops wind and oil sand resources. Shell Canada participates in the industry through its
downstream oil products business segment, which has two industry-relevant refineries that account for almost 5.0%
of total Canadian refining capacity. The company's largest refinery is located in Scotford, AB, which has a daily
production capacity of 100,000 barrels of refined petroleum products. Shell Canada's other refinery is located in
Sarnia, ON, producing 85,000 barrels of petroleum products per day.

In 2010, Shell Canada closed its Montreal East refinery, and the company's total capacity has been unchanged
since 2016, when adjustments to its Canadian facilities brought the total maximum yearly capacity down slightly.
Shell Canada has primarily focused on extracting oil sand resources. While the company was a majority share-
holder in the Athabasca Oil Sands Project, the company announced its intention to reduce its ownership stake from
60.0% to 10.0%, which was completed in May 2017. The majority shareholder of the project is now Canadian
Natural Resources Ltd. The net result of this development regarding its Canadian refining operations is unclear.

Financial performance

Shell Canada has experienced volatile revenue swings in line with industry averages. As a result, IBISWorld
estimates that the company's industry-relevant revenue will fall at an annualized rate of 4.5% to $5.9 billion over the
five years to 2021. Unlike most other operators, its domestic refining capabilities are a fairly minor share of its total
global operations. The company's operating profit, measured as earnings before interest and taxes, has also
experienced volatility, falling an annualized 4.1% to $222.3 million over the five years to 2021. This decrease can be
mainly attributed to the COVID-19 (coronavirus) pandemic, which caused demand for gasoline to plummet.



Petroleum Refining in Canada July 2021

34 IBISWorld.com

 
Shell Canada Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 7,473.9 N/C 274.3 N/C
2017 8,478.8 13.4 602.8 119.8
2018 9,495.4 12.0 942.6 56.4
2019 10,398.0 9.5 891.1 -5.5
2020 5,375.0 -48.3 -671.2 -175.3
2021 5,925.2 10.2 222.3 133.1

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

Federated Co-operatives Limited

Market Share: 6.9%

  Co-op Refinery Complex (CRC) is a subsidiary of Federated Co-operatives Limited (FCL), a cooperative federation.
FCL is owned by an estimated 167 retail co-ops across western Canada. CRC is located in Regina, SK, and is
capable of producing 130,000 barrels of refined petroleum products per day. CRC was founded in 1935 and has
grown steadily over the past 85 years. In 2021, CRC is the fourth-largest refinery in Canada and employs an
estimated 2,300 workers.

CRC operates in this industry through its energy segment, which includes its upstream crude oil production
operations in addition to its downstream refinery operations. In 2019 (latest data available), CRC processed 39.6
million barrels of crude oil, up from to 38.8 million barrels in 2018, which was mainly attributed to unseasonably cold
weather that began 2018. Additionally, CRC purchases most of its crude in US dollars. The company experienced a
particularly difficult year in 2015, relative to the rest of the industry, when diesel crack spreads endured significant
pressure, leading to the company's operating profit getting squeezed.

In 2014, the company completed the Carseland Terminal in Alberta, which has the ability to distribute up to one
billion litres of fuel per year to retail locations in Alberta and British Columbia. Additionally, in 2016, it announced the
commissioning phase of its Wastewater Improvement Project. The company projects to spend $200.0 million for
technology used to clean and recycle 100.0% of the facilities wastewater, making it the only refinery in North
America capital of recycling wastewater for the purpose of stream production. However, the company has also
experienced a large decline in 2020 due to the COVID-19 (coronavirus) pandemic and the resulting decrease in
demand for oil.

Financial performance

IBISWorld estimates that company's industry-relevant revenue has decreased at an annualized rate of 2.2% to $3.4
billion over the five years to 2021, with the company's revenue and operating profit fluctuating in line with the overall
industry. The company has also experienced steadily rising depreciation charges related to its capital investments in
recent years, which have also cut into operating profit. The company's operating profit, measured as earnings before
interest and taxes, has declined an annualized 3.1% to $235.0 million over the five years to 2021.

 
Federated Co-operatives Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 3,793.7 N/C 274.5 N/C
2017 4,606.9 21.4 333.3 21.4
2018 5,066.5 10.0 346.9 4.1
2019 4,945.6 -2.4 338.6 -2.4
2020 2,866.1 -42.0 196.2 -42.1
2021 3,393.0 18.4 235.0 19.8

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies There are only 11 companies operating in the Petroleum Refining industry in Canada. Most are subsidiaries of or
have close relationships with the United States and international oil and gas corporations, and all account for less
than 1.0% of industry revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Petroleum Refining industry in Canada has a high
level of capital intensity. While industry employees are
generally well-compensated, overall wage costs are limited
by the massive scale of industry production. Although
depreciation costs also account for a relatively low
percentage of revenue, industry operators must
consistently invest in infrastructure, as industry facilities are
massive establishments that often produce millions of
barrels of petroleum products yearly and experience
significant wear and tear. In 2021, for every $1.00 spent on
wages, industry operators are expected to spend $3.64 in
capital investments. Refinery operations require chemical
and petroleum engineers and other high-skilled workers.
As a result, average industry wages are high. Capital
intensity is expected to increase slightly over the five years
to 2026 as global economic conditions improve and
demand for oil stabilizes, which may encourage more
operators to enter the industry.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

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.

Very Low Ease of Entry Very
Unlikely

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

Very Low Rate of Entry Very
Unlikely

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

Medium Market
Concentration

Potential 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.

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

Technological innovation has and is expected to continue to affect the
Petroleum Refining industry in Canada.

In response to rising downstream demand for renewable and alternative forms of energy, companies have increasingly
opted to reduce reliance on petroleum inputs. For example, most major automobile companies are developing increasingly
effective electric vehicles, which, in turn, reduces demand from gas stations. Additionally, in response to rising consumer
demand for biodegradable items, plastic producers have reduced their consumption of petroleum inputs, while alternative
companies are investing in an innovative production process at calls for no petroleum inputs to create plastic substitutes.

The level of technology change is    Medium

  The Petroleum Refining industry in Canada experiences a moderate level of
technology change.

Although the exact technology used by each refinery varies, most refinery processes fall into one of three categories, which
include distillation, cracking or reforming. Distillation is the most basic refining process, as the end product is not chemically
altered. Typically, impurities are filtered or washed out during distillation and the crude oil is then separated into different
fractions, such as gasoline, diesel and fuel oils. Cracking reduces the molecular weight and boiling point of the feedstock,
increasing the proportion of lighter fuels, which have low density and viscosity, and are more valuable. Reforming is used to
bring the product up to quality specifications.

Most technology change in the industry is concentrated on making the refining process more reliable and efficient in
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addition to reducing the negative environmental affect. For example, by increasing yield while minimizing energy
consumption or waste byproducts. For example, over the past decade, some industry operators have upgraded their
refineries to produce low sulphur fuels, which are often used by automobiles and demand for which has been rising across
North America. However, the process of converting fuels to lower sulphur levels requires significant quantities of hydrogen,
spiking energy use, and as a result, operating cost. To combat this, according to a report by the US Environmental
Protection Agency, new techniques have been developed using an array of oxidative, membrane, biocatalytic or absorption
technologies are being developed. Operators that have the ability to produce low sulphur fuels have an advantage in
markets with strict environmental regulations, such as California. Other advances include technology that recovers sulphur
from tail gases.

Upstream technology change

Canada has the largest oil sand reserves in the world, and upstream oil and
gas developers have consistently implemented new technology to extract oil
sand resources.

These include various conventional surface mining operations and in-situ techniques. In-situ oil sand extraction involves
injecting steam, solvents or hot air into the sands to reduce its viscosity. The oil then flows into wells and can be extracted.

Typically, oil sands produce heavy crude oil, making it more difficult to process into marketable petroleum products.
Consequently, industry operators have implemented technology over the past few decades to reform and upgrade heavy
crude oil. The heavy crude is first purified by removing sand, water and other wastes. Hydrogen is then injected into the
heavy crude oil to upgrade it into lighter oil, which can then be refined into petroleum products.

Revenue
Volatility

The level of volatility is    Very High

  The Petroleum Refining industry in Canada has exhibited a very high level of
revenue volatility over the five years to 2021.

Petroleum product prices are chiefly driven by crude oil prices and operators can pass on higher crude oil costs to
downstream customers, which increases revenue. Similarly, domestic and international competition causes petroleum
product prices to fall when crude oil prices are low. Crude oil prices fell greatly in 2016, 2019 and 2020. The largest decline
was in 2020 and can be mainly attributed to the COVID-19 (coronavirus) pandemic, which caused demand for gas to
plummet. As a result, revenue also endured a huge decline of 42.0% in 2020 alone. However, oil prices are expected to
rebound starting in 2021 and subsequently cause revenue to grow over the five years to 2026.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

All levels of the government heavily regulate the Petroleum Refining industry
in Canada.
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Environment and Climate Change Canada regulates air and water quality. The Canadian Environmental Protection Act of
1999 (CEPA) is the primary federal regulation for protecting the environment and human health. CEPA implemented lead
and phosphorous standards for gasoline. The Fisheries Act regulates effluent produced by petroleum refineries. Other
government agencies that regulate the industry include the National Energy Board, or the Canada Energy Regulator, and
Natural Resource Canada. The government also regulates petroleum storage tanks to reduce environmental damage.
Leaking and faulty storage tanks cannot be used until repaired.

The National Framework for Petroleum Refinery Emission Reductions (NFPRER) was jointly developed by government
agencies and private sector organizations. The Canadian Petroleum Products Institute (CPPI) proposed the framework,
which implements strategies to reduce emissions and improve public health outcomes. There is also considerable
regulation for the upstream oil and gas extraction operators, such as the Canada Petroleum Resources Act.

PROVINCIAL REGULATIONS

Provincial governments in Prince Edward Island, Newfoundland and Labrador,
Nova Scotia, New Brunswick and Quebec have some regulations on gasoline
prices.

The Island Regulatory Appeals Commission sets prices in Prince Edward Island, where wholesalers must meet a target
price range. Nova Scotia and Newfoundland and Labrador have similar price regulations. Quebec sets minimum gasoline
prices for industry operators.

Industry
Assistance

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

Assistance for the Canadian Petroleum Refining industry from the national
government is low.

Most industry products are not subject to any tariff protection, with the exception of ready-to-use propane in containers.
However, many countries receive preferential free-trade tariffs. While the government provides tax incentives to the energy
sector, most incentives are targeted toward the upstream oil sand production companies and pipeline construction. The
industry therefore receives minimal government assistance.

However, as with many other industries in 2020 and 2021, the COVID-19 (coronavirus) pandemic significantly affected this
one. The Canadian Government has instituted a variety of assistance programs that industry operators have and are likely
to continue to benefit from. For example, the Canada Emergency Wage Subsidy provides up to $847.00 per week for
eligible employers that have been negatively affected by the coronavirus pandemic. Additionally, operators can take
advantage of improved access to credit and loans to remain liquid.

Industry associations

Industry operators benefit from many industry associations. The Canadian Association of Petroleum Producers (CAPP)
conducts research for the petroleum sector. CAPP also promotes public policies that benefit industry operators. The
Canadian Fuels Association also represents this industry. The organization supports policies that benefit petroleum
producers and also meet public health and environmental goals.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Crude Oil

($US per
barrel)

2012 94,955 13,919 16.0 11.0 7,217 26,382 17,928 970 86,501 105
2013 93,228 18,982 15.0 10.0 6,800 24,995 20,687 921 88,920 104
2014 91,061 17,842 15.0 10.0 6,692 22,441 23,006 911 91,627 96.2
2015 62,986 14,998 15.0 10.0 6,485 18,835 17,207 913 61,358 50.8
2016 52,433 9,845 15.0 10.0 8,132 14,213 16,312 986 54,532 42.8
2017 63,672 11,234 15.0 10.0 7,717 19,703 17,247 903 61,215 52.8
2018 74,001 15,027 16.0 10.0 8,785 21,624 23,290 1,036 75,667 68.3
2019 72,235 14,603 16.0 11.0 8,425 21,208 19,274 1,007 70,302 61.4
2020 41,862 5,138 16.0 11.0 7,352 13,437 11,532 820 39,957 41.3
2021 48,985 8,788 16.0 11.0 8,130 15,891 15,112 917 48,206 49.4
2022 51,576 9,320 16.0 11.0 8,489 15,520 17,345 959 53,401 53.0
2023 53,050 9,591 17.0 11.0 8,746 14,978 19,414 988 57,486 54.7
2024 54,515 9,754 17.0 12.0 8,952 15,003 21,865 1,012 61,377 56.6
2025 55,819 9,945 17.0 12.0 9,162 14,913 24,476 1,036 65,382 58.2
2026 57,571 10,279 18.0 12.0 9,387 15,535 27,667 1,063 69,703 60.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World Price
of Crude Oil

(%)
2012 4.73 60.9 0.00 0.00 1.31 8.70 -6.10 1.52 1.18 0.86
2013 -1.82 36.4 -6.25 -9.10 -5.78 -5.26 15.4 -5.10 2.80 -0.86
2014 -2.33 -6.01 0.00 0.00 -1.59 -10.2 11.2 -1.08 3.04 -7.59
2015 -30.8 -16.0 0.00 0.00 -3.10 -16.1 -25.2 0.15 -33.0 -47.2
2016 -16.8 -34.4 0.00 0.00 25.4 -24.5 -5.21 8.04 -11.1 -15.8
2017 21.4 14.1 0.00 0.00 -5.11 38.6 5.73 -8.46 12.3 23.4
2018 16.2 33.8 6.66 0.00 13.8 9.74 35.0 14.8 23.6 29.4
2019 -2.39 -2.83 0.00 10.0 -4.10 -1.93 -17.3 -2.80 -7.09 -10.1
2020 -42.1 -64.8 0.00 0.00 -12.7 -36.7 -40.2 -18.6 -43.2 -32.7
2021 17.0 71.0 0.00 0.00 10.6 18.3 31.0 11.9 20.6 19.6
2022 5.28 6.05 0.00 0.00 4.41 -2.34 14.8 4.59 10.8 7.28
2023 2.85 2.90 6.25 0.00 3.02 -3.50 11.9 2.99 7.65 3.20
2024 2.76 1.69 0.00 9.09 2.35 0.16 12.6 2.43 6.77 3.47
2025 2.39 1.95 0.00 0.00 2.34 -0.61 11.9 2.36 6.52 2.82
2026 3.13 3.36 5.88 0.00 2.45 4.16 13.0 2.58 6.61 4.46

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 14.7 20.7 27.8 13,157 1.02 451 134,460
2013 20.4 23.3 26.8 13,710 0.99 453 135,441
2014 19.6 25.1 24.6 13,608 1.00 446 136,148
2015 23.8 28.0 29.9 9,713 1.45 432 140,709
2016 18.8 29.9 27.1 6,448 1.88 542 121,237
2017 17.6 28.2 30.9 8,251 1.42 514 116,950
2018 20.3 30.8 29.2 8,424 1.40 549 117,940
2019 20.2 27.4 29.4 8,574 1.39 527 119,537
2020 12.3 28.9 32.1 5,694 1.96 460 111,521
2021 17.9 31.3 32.4 6,025 1.87 508 112,804
2022 18.1 32.5 30.1 6,076 1.86 531 112,993
2023 18.1 33.8 28.2 6,066 1.86 514 112,954
2024 17.9 35.6 27.5 6,090 1.86 527 113,047
2025 17.8 37.4 26.7 6,092 1.86 539 113,065
2026 17.9 39.7 27.0 6,133 1.85 522 113,210

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Canada Energy Regulator
http://www.neb-one.gc.ca

Canadian Association of Petroleum Producers
http://www.capp.ca

Canadian Fuels Association
http://www.canadianfuels.ca

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

Industry Jargon BARREL
A unit of measure for crude oil and petroleum products. One cubic metre is equal to about 6.3 barrels.

IN SITU
An oil sand extraction technique where steam or solvents are injected into oil sand reserves to lower viscosity,
permitting oil to flow into wells.

REFINING MARGIN
The difference between the value of refined petroleum products and cost of crude oil inputs. Profit margin for
petroleum refineries.

VISCOSITY
The thickness of crude oil and petroleum products. Low viscosity crude oil typically has lower refining costs.

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

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

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

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

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

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

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

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

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

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

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