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COVID-19
(Coronavirus)
Impact Update

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

• Revenue for the Lubricant Oil Manufacturing industry in Canada is anticipated to rise 9.2% due to vaccines now
being distributed in 2021, which is expected to lead to an improving macroeconomic environment over the year. For
more detail, please see the Current Performance chapter.

• Demand for automobile motor oils, the industry's largest product segment, is expected to be most affected by the
COVID-19 (coronavirus) pandemic as less trade activity has led to truck operators driving less. Furthermore, many
workers are now working from home, which reduces commute-related driving, and this reduces the need for oil
changes. For more detail, please see the Products and Services chapter.

• The industry profit margin is expected to improve in 2021 as the Canadian population gets vaccinated and the
economy slowly reopens to pre-pandemic levels. This is likely to lead to a significant number of workers returning to
their workplaces, which will increase demand for automotive motor oils and put downward pressure on per unit costs
of industry products. For more detail, please see the Cost Structure Benchmarks 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 petroleum products (except for asphalt paving, roofing and saturated materials) such as

blended motor oils, brake fluids, lubricating greases and other oil-based additives. Key buyers include downstream
automobile manufacturers, wholesalers and automotive retail chains.

Major Players Petro-Canada

Imperial Oil Limited

Shell Canada Ltd.

Valvoline

Main Activities The primary activities of this industry are:

Manufacturing lubricating oils and greases made from refined petroleum

Manufacturing brake fluids made from refined petroleum

Manufacturing petroleum jelly made from refined petroleum

Manufacturing petroleum waxes made from refined petroleum

Re-refining used petroleum lubricating oils

The major products and services in this industry are:

Automotive lubricants

Industrial lubricants

Other
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Supply Chain

SIMILAR INDUSTRIES

Petroleum Refining in Canada Asphalt Manufacturing in Canada Petrochemical Manufacturing in
Canada

Organic Chemical Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Lubricant Oil Manufacturing in the
US

Lubricants and Other Petroleum
Product Manufacturing in
Australia
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Industry at a Glance
Key Statistics

$1.5bn
Revenue

Annual Growth

2016–2021

-7.6%

Annual Growth

2021–2026

4.0%

Annual Growth

2016–2026

 

$46.7m
Profit

Annual Growth

2016–2021

-27.5%

  Annual Growth

2016–2021

 

3.1%
Profit Margin

Annual Growth

2016–2021

-7.3pp

  Annual Growth

2016–2021

 

92
Businesses

Annual Growth

2016–2021

-4.2%

Annual Growth

2021–2026

-1.3%

Annual Growth

2016–2026

 

1,495
Employment

Annual Growth

2016–2021

-2.8%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$158.6m
Wages

Annual Growth

2016–2021

-3.5%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.5%
World price of crude oil

1.8%
Per capita disposable income

2.6pp
Industrial capacity utilization

1.5%
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

  Industry Globalization
Medium / Steady   Competition

Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Industry Assistance
Low / Steady   Concentration

High

  Regulation & Policy
Heavy / Increasing

 

Key Trends

 The industry is highly vulnerable to domestic industrial
output

 The industry remains dominated by its largest operators

 One of the primary drivers of industry demand is the
development of new and advanced products

 The industry profit margin is expected to rise

 The industry will likely seek opportunities in foreign markets
to generate revenue

 The industry is likely to continue to decline at an abated rate

 Industry revenue has fallen despite some positive indicators
over the past five years
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  Very high Volatility

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Slippery slope: Growth in automotive indicators is expected to support
revenue growth

The Lubricant Oil Manufacturing industry in Canada produces industrial and automotive lubricants for manufacturers
and consumers, including motor oil, transmission fluid, rust inhibitors and machine oils. Most industry goods are
based on petroleum products and industry revenue tends to track the price of crude oil. Over the five years to 2021,
the industry has experienced mixed results, which is in line with volatility in the price of crude oil. Crude oil prices
have been very volatile, having peaked in 2018 after a sharp decline in prices between late 2014 and 2016. Then
the COVID-19 (coronavirus) pandemic in 2020 and 2021 led to a steep decline in demand for oil as manufacturers
reduced their production and motorists reduced their miles driven, both leading to reduced demand for industry
products. Overall, IBISWorld estimates industry revenue is anticipated to decline at an annualized rate of 7.6% to
$1.5 billion over the five years to 2021. Operating profit, defined as earnings before interest and taxes, is expected
to also decline over the five years to 2021 as reduced demand for industry products leads to an expected increase
per unit costs, relative to 2016. However, as the Canadian economy is expected to recover in 2021 as vaccines are
now being distributed, the improving macroeconomic environment is expected to lead to revenue growth of 9.2%
over 2021.

Industry revenue has fallen despite some positive indicators over the past five years. For example, new vehicle
registrations and the total distance driven in Canada are both expected to rise over the five years to 2021. Notably,
the industry structure has changed slightly in recent years. The industry's largest player, Petro-Canada Lubricants
Inc. was sold by Suncor Energy Inc. to the HollyFrontier Corporation (HollyFrontier) for $1.1 billion in 2017.
Additionally, Valvoline Inc. was spun off by Ashland Global Holdings Inc. (Ashland) in the same year. This has had
minimal effect on the industry's market share concentration, as HollyFrontier and Ashland have no industry-relevant
operations.

IBISWorld forecasts industry revenue to approach pre-pandemic levels over the five years to 2026 as the
macroeconomic environment improves and downstream markets expand. Thus, industry revenue is anticipated to
rise at an annualized rate of 4.0% to $1.8 billion over the five years to 2026. Oil prices are forecast to rise from the
lows experienced at the beginning of the period, which will likely lead to higher product prices, benefiting industry
revenue. This is also expected to stimulate demand in oil-related manufacturing industries, which is expected to
partially offset the negative effects of higher prices and potentially lower volumes sold. However, high household
debt levels may weaken demand from some consumer markets. Growth in automotive indicators, such as new
motor vehicle registrations, is also forecast to be higher relative to the past five years, thus supporting revenue
growth.
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Industry Performance

Key External
Drivers

World price of crude oil

Crude oil represents a significant input cost for industry manufacturers, so higher crude oil prices result in higher
costs for the industry. During periods of strong demand, industry manufacturers pass on most of the additional input
costs to consumers, providing a boost to revenue. However, during periods of weak demand, industry
manufacturers absorb more of the additional costs, adversely affecting profit. The world price of crude oil is
expected to increase in 2021, representing a potential opportunity for the industry.

 

Per capita disposable income

Consumers purchase lubricant oils directly from retailers for use in cars and other vehicles. As a result, the level of
disposable income influences buying activity and whether to buy higher or lower priced industry products.
Decreases in disposable income typically result in a decrease in lubricant oil sales. Per capita disposable income is
expected to fall in 2021, posing a threat to the industry.

 

Industrial capacity utilization

Industrial capacity utilization, which measures the ratio of actual industrial output to potential full capacity output, is a
measure of overall industrial activity in Canada. A wide variety of manufacturing industries use oil lubricants to
maintain and strengthen the lifespan of existing machines in production. As a result, a higher level of industrial
production translates to higher demand for industry products that help maintain manufacturing machinery. Industrial
capacity utilization is expected to increase in 2021.

 

New vehicle sales

This industry produces many products used in motor vehicles, such as brake fluids, lubricating greases, motor oils,
transmission fluids, oil-based additives, petroleum jellies and waxes. An increase in the number of motor vehicles
sold translates to a higher number of motor vehicles manufactured, higher number of miles driven and an increase
in vehicle repair and maintenance activity, all of which positively affect demand for industry products. The number of
new vehicle sales is expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar compared with the
currencies of Canada's major trading partners. As the CEER index grows and the Canadian dollar appreciates,
import penetration increases and Canadian-made industry products become more expensive and less competitive in
foreign export markets. The CEER index is expected to increase in 2021.
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Current
Performance

The Lubricant Oil Manufacturing industry in Canada produces petroleum-
based lubricant and grease products, such as blended motor oils, brake
fluids, transmission fluids and lubricating machinery grease.

Due to the industry's reliance on petroleum products as inputs, the prices of industry products and overall industry
revenue are generally closely linked to global oil prices. This is because input price fluctuations are passed along to
consumers in the form of higher or lower prices. As a result, industry revenue and profit tend to move in in line with
fluctuations in these prices. Industry revenue has suffered in response to sharp declines in the price of crude oil
between 2015 and 2016. While a subsequent recovery in oil prices returned the industry to growth over 2017 and
2018, the industry suffered significant revenue decline in 2020 as the COVID-19 (coronavirus) pandemic led to
reduced manufacturing activity and less driven miles by Canadian motorists and truck operators. Both of these are
key buying markets for industry products. Revenue is expected to experience a partial recovery in 2021 as vaccines
are now being distributed and economic activity starts to slowly normalize to pre-pandemic levels. The net effect of
these developments is that industry revenue is forecast to decline an annualized 7.6% to $1.5 billion over the five
years to 2021. The same reasons are also expected to affect industry profit, which is expected to fall during the
current period. In 2021, profit, measured as earnings before interest and taxes, is expected to account for 3.1% of
industry revenue. Despite these medium-term declines, industry revenue is anticipated to increase 9.2% in 2021 in
response to workers slowly returning back to work and increased trade and manufacturing activity, all of which
should likely boost demand for industry products.

KEY DEMAND SOURCES

The primary source of demand for industry products is generated by the
automotive sector, with automotive lubricants accounting for more than
half of industry production.

The industry has benefited from trends in relevant automotive indicators during the current period, despite the
coronavirus pandemic. New vehicle sales are only forecast to fall an annualized 0.7% over the five years to 2021,
and new auto sales are expected to recover to near pre-pandemic levels over 2021. There was a subsequent
increased in motor vehicle registrations and domestic kilometres driven, both of which has boosted demand for
industry products.

In addition, the industry relies heavily on demand from both downstream industrial manufacturers that use industry
products to lubricate the moving parts of manufacturing equipment and other machinery. As a result, the industry is
highly vulnerable to domestic industrial output and changes in economic conditions that drive industrial performance.
The falling oil prices that cut into industry product prices have also partially slowed the domestic economy
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somewhat, as activity in related manufacturing industries slowed down, with Canadian GDP growth slowing in 2016.
However, conditions improved in 2017 and 2018. More recently, oil prices fell significantly in 2020 as the pandemic
rapidly reduced global demand for oil. This led to similar effects for the majority of downstream industrial
manufacturers as they reduced production in their facilities amid less demand from consumers and businesses, thus
the reducing need for lubricant products.

Despite this, the industry has experienced some bright spots. Growing demand for ecofriendly products, such as
recycled and synthetic oil, has helped to keep revenue and profit from more drastic declines. The industry has
several large operators with a history of product innovation, such as Petro-Canada Lubricants Inc. (Petro-Canada).
These companies have focused on developing more efficient and environmentally friendly products.

TRADE

Meanwhile, during parts of the reporting period, automakers in the United
States experienced revenue growth.

As US vehicle registrations began to rise and consumers put significant miles on their vehicles, demand for lubricant
oil rose, stimulating demand for exports. However, while a depreciating Canadian dollar helped make domestic
goods more competitive, growing manufacturing capacity across the world in many competitive emerging economies
has created a tougher environment for domestic products. Overall, exports are still expected to rise an annualized
2.5% to $493.4 million over the five years to 2021. Export demand has a significant influence on industry operations,
accounting for an estimated 32.8% of revenue in 2021. Notably, operators have turned to Asian markets over the
past five years, and exports to countries such as China are expected to significantly increase, despite product prices
remaining fairly stagnate during the current period.

Moreover, the modest depreciation of the Canadian dollar has made industry products more affordable to domestic
customers, slowing the rate of import penetration, with imports falling an annualized 0.6% to $1.0 billion over the five
years to 2021. There has been little change in the overall makeup of import markets, with the United States
accounting for the vast majority, both historically and during the reporting period.

INDUSTRY VULNERABILITY AND CHANGES

In response to tough operating conditions, industry manufacturers have
consolidated operations and have attempted to streamline labour when
possible, enabling them to more competitively price their products.

The number of industry facilities is expected to fall at an annualized rate of 5.2% to 108 locations during the current
period as establishment counts peaked in 2015, and have fallen every year since then. While less industry locations
generally leads to less employees and wages, trends in these figures are more reliant on changes for demand of
industry products. Hence, employment and wages have fluctuated during the current period, with both figures
peaking in 2018. However, the pandemic led to significant staffing layoffs and a reduction of hours. Furthermore,
industry employment and wages are not expected to fully recover back to pre-pandemic levels over 2021. Thus, the
number of industry employees is expected to decrease an annualized 2.8% to 1,495 individuals and wages are
expected to decline an annualized 3.5% to $158.6 million during the current period.

The industry remains dominated by its largest operators, but many of them have experienced changes to their
structure. Industry major player Valvoline Inc. was spun off by its previous owner Ashland Global Holdings Inc.
through its IPO. Meanwhile, the industry's largest operator, Petro-Canada, was acquired by the HollyFrontier
Corporation (HollyFrontier) from Suncor Energy Inc. in 2017. However, Petro-Canada remains an incorporated entity
with no significant changes made to its operations, although its revenue is accounted for in HollyFrontier's financial
reporting.

SPECIALIZATION

One of the primary drivers of demand for industry products is the
development of new and advanced products.

For example, in automotive applications, this has led to a heightened focus on oils that increase fuel economy and
lubricants that increase performance. Many industry players have also focused on developing and selling products
with synthetic oil, which does not need to be replaced as often as conventional oil, and performs better at high
temperatures. In industrial applications, efficiency-minded manufacturers have sought to operate machinery at
higher speeds for longer periods of time, placing additional emphasis on the importance of lubricants. A variety of
products has been created in recent years for these purposes and the domestic industry holds some highly
advanced capabilities. For example, in 2018 Petro-Canada received the 2018 innovation award from Frost &
Sullivan, a global consultancy, for the development of its DURON next generation product line.
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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 3,020 453 93.0 77.0 1,739 769 1,410 170 3,661 120
2013 2,568 323 115 94.0 1,406 526 1,085 142 3,128 117
2014 2,782 336 133 107 2,122 555 1,262 220 3,489 106
2015 2,343 335 147 119 1,874 466 1,175 205 3,052 56.3
2016 2,235 580 141 114 1,723 437 1,047 189 2,845 47.1
2017 2,539 582 136 112 2,039 495 1,148 207 3,193 56.6
2018 2,608 389 129 108 2,095 555 1,287 231 3,340 72.0
2019 2,096 427 110 100.0 1,807 535 1,209 197 2,769 63.6
2020 1,380 212 105 90.0 1,404 441 1,027 148 1,966 42.1
2021 1,506 296 108 92.0 1,495 493 1,014 159 2,026 44.9
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Industry Outlook
Outlook Revenue for the Lubricant Oil Manufacturing industry in Canada is

forecast to increase at an annualized rate of 4.0% to $1.8 billion over the
five years to 2026.

This is expected to be the result of two forces at play. Firstly, while 2021 is expected to experience improved
economic conditions relative to 2020, the COVID-19 pandemic is expected to constrain industry revenue over the
first half of the year. However, as workers return back to their workplaces and the economy returns to normal,
demand for automotive oil lubricants and industrial lubricants is expected to rise, from a volume perspective,
benefiting the industry. Furthermore, global oil prices are expected to rise as the global economy is anticipated to
recover and business operations normalize. This would likely lead to higher product prices.

OIL PRICES AND MANUFACTURING OUTPUT SPUR REVENUE GROWTH

While oil prices are highly volatile and price forecasts are complicated,
IBISWorld forecasts the world price of oil to rise an annualized 4.4% over
the five years to 2026.

This increase will likely increase purchase costs and dampen some growth in the industry profit margin. Also, if
conditions are more stable than the previous reporting period, this is expected to enable operators to have more
control over product prices and help mitigate profit uncertainty from changing input costs. With increasing prices and
a growing economy, industrial capacity utilization will likely improve from its 2021 level, indicating improving
industrial activity levels and output, which, in turn, is expected to benefit the industry. As a result, the industry profit
margin is expected to rise during the outlook period.

TRADE CONDITIONS

In 2021, imports are expected to account for 50.0% of domestic demand.

This figure has increased over the past five years and is above historical levels. Over the five years to 2026, the
Canadian dollar is forecast to slightly gain strength, however this is expected to have minimal effect on imports.
Alternatively, improving economic conditions are expected to be the primary driver of import growth, with the value of
imported lubricants forecast to rise at an annualized rate of 5.1% to $1.3 billion over the five years to 2026. The
largest source of imports historically is the United States, which is likely to remain the case. The United States has
significant refining capabilities that enables some operators to generate economies of scale that many domestic
operators cannot match. In addition to its shared border with Canada, the United States benefits from favourable
trade conditions through its free trade agreement.

With import penetration continuing to satisfy a significant portion of demand over the next five years, this industry will
likely continue to seek opportunities in foreign markets to generate revenue. The loonie is forecast to strengthen
only slightly, which would typically make domestic goods less competitive abroad, but it is forecast to still remain
weak relative to earlier periods. As a result, this is not expected to constrain industry exports. Exports have
historically accounted for an estimated one-quarter of industry revenue, yet this figured is expected to remain
elevated during the outlook period. As a result, the value of industry exports is expected to increase at an
annualized rate of 5.0% to $628.3 million over the five years to 2026. The United States will likely remain the largest
consumer of exported lubricant oil products as a result of the country's large consumer base and automotive sector.
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INDUSTRY STRUCTURE

The development of more eco-friendly industry products will likely create
a floor on the profit margin.

Recycled oil is expected to increase in importance as a more eco-friendly product. Motor oil recycling has been
promoted via the provision of convenient collection sites for used oils. Most automotive oils can be reprocessed and
used in furnaces for heat or in power plants to generate electricity. Used oil can also be made into lubricating oils
that meet the same specifications as virgin motor oil. The trend to collect and recycle used oils and lubricants is
expected to grow over the next five years amid an eco-friendlier consumer base. In addition, the industry will likely
continue to be a leader in developing advanced products.

As with many manufacturing industries in Canada, the industry is likely to continue to decline at an abated rate over
the next five years, from a production facility perspective. IBISWorld forecasts that the number of establishments will
fall an annualized 1.1% to 102 facilities over the five years to 2026. While the largest operators are likely to continue
to develop new products and may expand their own domestic capacity at their current facilities, no industry leader
has opened a new facility in some time and that trend is likely to continue. Regardless, with the expected price
environment and forecasted revenue growth, industry employment is forecast to increase to at an annualized rate of
1.7% to reach 1,623 workers 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)

World Price
of Crude Oil

 ($US per
barrel)

2021 1,506 296 108 92.0 1,495 493 1,014 159 2,026 44.9
2022 1,617 329 108 92.0 1,551 538 1,112 166 2,191 48.6
2023 1,665 339 106 90.0 1,567 577 1,194 168 2,282 50.2
2024 1,713 345 105 89.0 1,587 594 1,230 171 2,349 51.8
2025 1,761 352 103 87.0 1,599 611 1,267 173 2,416 53.4
2026 1,830 366 102 86.0 1,623 628 1,302 176 2,504 55.7
2027 1,888 376 102 86.0 1,651 653 1,354 180 2,589 57.7
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Imported products satisfy an increasingly dominant share of domestic demand

A wide array of manufacturing and consumer markets use the industry's products

The total number of industry operators is expected to decline slowly over the 10 years to 2026

The Lubricant Oil Manufacturing industry in Canada is in the mature stage of its life cycle, with well-established
product lines and a saturated marketplace. Industry value added (IVA), which measures an industry's contribution to
the overall economy, is expected to fall an annualized 4.5% over the 10 years to 2026. In contrast, Canadian GDP is
expected to grow an annualized 1.7% during the same period. However, the industry's performance is deceptive, as
its starting point in 2016 was a year of abnormally high profit figures as oil prices fell sharply, and domestic demand
for industry products only fell slightly. As a result, the industry's IVA is expected to improve once again.

The industry does benefit from having very clearly defined product lines, which are necessary for many downstream
industries and end uses. Further, one bright spot for the industry is the promise that new and specialized products
carry, especially synthetic oil and recycled oil. These products have recently grown in popularity due to a more eco-
conscious consumer base and the expectation that environmental regulations concerning oil products and their
performance standards will increase. Unfortunately for lubricant oil manufacturers, the introduction of these and
other new and innovative products is not expected to catapult this industry into a growth phase, as import
penetration will likely continue to eat up much of the additional demand generated by these and other goods.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Gasoline & Petroleum Wholesaling in Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Auto Mechanics in Canada

Manufacturing In Canada

Transportation and Warehousing In Canada

Car Body Shops in Canada

Oil Change Services in Canada

Key Selling Industries
1st Tier

Industrial Machinery & Equipment Wholesaling in
Canada

Petroleum Refining in Canada

Petrochemical Manufacturing in Canada

Gasoline & Petroleum Bulk Stations in Canada

Plastic & Resin Manufacturing in Canada

2nd Tier

Metal Tank Manufacturing in Canada

Oil & Gas Pipeline Construction in Canada

Oil Drilling & Gas Extraction in Canada

Coal Mining in Canada

Products & Services

  AUTOMOTIVE LUBRICANTS

In 2021, automotive lubricants are expected to account for 57.1% of
revenue in the Canadian Lubricant Oil Manufacturing industry.

This segment mainly consists of products used to keep various parts of motor vehicle bodies and engines running
smoothly by cushioning metal pieces, oiling moving parts and keeping dirt out of combustion chambers. This
segment can be broken down into four product types, which include motor oil, transmission and axle lubricants,
fluids for hydraulic torque converters and fluid couplings used in automatic transmissions. Furthermore, each of
these product categories can be further broken down based on viscosity or thickness. Demand for this segment
tends to follow in line with a variety of factors related to the domestic automotive sector, including the overall age of
the domestic fleet, as an aging fleet will require more maintenance products, and new car sales. As miles driven by
motorists and freight truck drivers fell over 2020 as a result of the COVID-19 (coronavirus) pandemic, this segment
experienced a significant drop over the year.

INDUSTRIAL LUBRICANTS

Accounting for an estimated 26.8% of industry revenue in 2021, industrial
lubricants serve the same purpose as automotive lubricants, but for
machinery and equipment used in the manufacturing process.

These products range from machine oils to steam-turbine oils, with many products formulated to prevent rust that
can arise from high-temperature steams. As construction and manufacturing activity decreased in 2020 due to the
coronavirus pandemic, demand from this segment has decreased slightly. Demand for these products is closely
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aligned with overall domestic economic output.

OTHER

This industry produces a wide range of other products, primarily personal
use items, such as coal fuel briquettes.

In addition, this industry produces household lubricants, such as WD-40, a popular water displacing lubricant used
to lubricate and remove dirt and residue on joints, hinges, screws and bolts. Vaseline, another product produced by
this industry, is a popular brand of petroleum jelly commonly used as a moisturizer and insulator for dry and
damaged skin. These and other products under this category are expected to account for 10.1% of industry revenue
in 2021, a share that has remained consistent in recent years.

Demand
Determinants

Demand for the Canadian Lubricant Oil Manufacturing industry stems
from the need to provide lubrication to maintain and protect the moving
parts of machinery and equipment.

The industry's primary area of demand is engine protection, and products are specifically designed to meet or
exceed engine protection requirements. Products are also designed around the efficiency and fuel requirements of
engines. The development of the lubricant additive industry began with car manufacturers and their requirements for
specialized lubricants to use in engines, but lubricants are now used in a range of industrial and transportation
applications.

Many factors affect demand for lubricating oils and greases. Since automobiles represent the largest market for this
industry, the number of vehicle sales and the number of total miles driven play a significant role in shaping industry
demand. The more vehicles on the road and the more miles those vehicles are driven means that demand for
lubricant oil products will likely rise as a result. However, there is a discretionary element. Car owners may extend
the time between oil changes if they are under financial pressure. Therefore, the level of disposable income
influences demand for lubricant oil products. The overall level of economic activity in Canada also affects demand
for industry products. Strong domestic activity leads to an increase in consumer and business sentiment that
supports increased spending on air, rail, water and truck transportation. This tends to lift demand for lubricants,
while the opposite occurs during periods of slow growth or recession.

The level of Canadian export activity also plays a role in shaping industry demand. If exports strongly grow,
transport equipment is more heavily used and must be serviced more frequently, increasing demand for lubricants.
Periods of slow export growth reduce the need for servicing, and therefore, decrease demand for lubricants.

Major Markets

  WHOLESALERS

In the Canadian Lubricant Oil Manufacturing industry, wholesalers
purchase automobile and industrial lubricants for resale to large
automotive retail chains and manufacturers.

These operators include metal working businesses, industrial engine manufacturers and automobile manufacturers.
Wholesalers prefer to work with large clients so that they can ensure a sizeable delivery of lubricant. The
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wholesalers segment accounts for the largest share of industry revenue at 44.2% of revenue in 2021.

EXPORTS

The second-largest share of industry revenue is generated through the
sale of exports.

Exports account for 32.8% of industry revenue in 2021, a figure that has increased over the past decade. The
majority of exports are destined for US markets, and exports have benefited over the five years to 2021 from strong
US performance alongside a depreciating domestic dollar that has made industry goods more affordable in foreign
marketplaces.

RETAILERS

Retailers are expected to account for 12.9% of industry revenue in 2021.

This segment purchases lubricant and grease products for resale to consumers and for use when servicing
automobiles. This segment has grown over the past five years, as auto store operators seek stronger relationships
with their upstream suppliers. Many lubricant manufacturers, such as Valvoline Inc., maintain their own retail
footprint through which they distribute their products.

OTHER

Other businesses account for 10.1% of industry revenue in 2021 and
largely comprise commercial trucking and hauling companies that
purchase lubricants in bulk to service their vehicles.

This market's revenue share tends to move in line with levels of freight activity, which are closely linked with the
health of the domestic economy. This segment has also sought disintermediate wholesalers to save on expenses
while demand was diminishing during the recession. In addition, industrial manufacturers are included in this
segment, which use lubricant and grease products to maintain their machinery.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

Exports

In the Canadian Lubricant Oil Manufacturing industry, the value of exported lubricant oil products is expected to rise
at an annualized rate of 2.5% to $493.4 million over the five years to 2021. With revenue expected to decline while
exports increase slightly, this is expected to help increase exports as a share of revenue. This is due to demand
from economies that are major export markets for the industry that are expected to grow faster than the Canadian
economy. Exports have historically been a fairly steady source of demand for industry manufacturers, historically
accounting for an estimated one-quarter of domestic demand, and this figure has crept upward in recent years.
Overwhelmingly, the largest export destination is the United States, which accounts for 60.4% of industry exports in
2021. Other major export destinations include China (22.1%), the Netherlands (5.8%) and Japan (3.2%).

Imports

This industry is characterized by a trade deficit, meaning more industry products are imported into the domestic
market than are exported from Canadian producers. The trade deficit is expected to fall slightly as the value of
imports is anticipated to decline at an annualized rate of 0.6% to $1.0 billion over the five years to 2021. Imports are
expected to satisfy 50.0% of domestic demand in 2021, up from 36.8% in 2016. The top importing countries are the
United States, which accounts for 84.7% of imports in 2021, Brazil (7.9%), Qatar (3.3%) and Germany (1.2%),
although the United States is far and the most significant source of imported lubricant oils.
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Business
Locations

  The location of establishments in the Lubricant Oil Manufacturing industry in Canada is largely determined by population trends
and economic activity. While Canada is the world's second-largest country by total area, its population of 38.0 million people is
relatively small and largely concentrated within the southern part of the country. Accounting for 32.3% of industry establishments
in 2021, Alberta has the largest concentration of industry activity. Alberta is also home to some of the largest crude oil reserves in
the world, so the province is naturally home to many manufacturers that rely on crude oil as an input and have sought to keep
supply chain costs low.

The next two largest provinces in terms of locations are Ontario and Quebec with 23.8% and 16.2% of industry establishments,
respectively, in 2021. Ontario has the largest concentration of industry activity, in line with its status as a major manufacturing and
industrial hub. Ontario is home to some of the largest refineries in Canada and many of the industry's largest facilities, including
two of Imperial Oil Limited's three refineries, Petro-Canada Lubricant Inc.'s facility and Valvoline Inc.'s facility. Ontario and Quebec
are the two most heavily populated provinces in Canada, leading industry establishments to set up shop there to have access to
workers and retail markets.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Lubricant Oil Manufacturing industry in Canada is characterized by a high level of market share concentration,
with the top four companies estimated to account for more than 90.0% of industry revenue in 2021. Many of the
largest players in the industry are large vertically integrated oil companies, such as Imperial Oil Limited and Royal
Dutch Shell PLC, although there are some smaller operators that are dedicated to a range of niche products. In
addition to their significant share of industry revenue, most of these companies also play a further role within the
industry, supplying lubricating oil base-stock to other specialist lubricant manufacturers. This vertical sector activity
enables companies to maintain their market share by influencing supply. Industry concentration is expected to
increase over the five years to 2021, as the largest industry operators have fared relatively better during the
COVID-19 (coronavirus) pandemic than smaller industry operators.

Key Success
Factors

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

Ability to alter goods and services produced in favour of market conditions:
A critical link in the value chain is the interaction industry manufacturers have with original equipment
manufacturers, trade associations, engine test laboratories, government agencies and others involved in assessing
lubricant performance.

Guaranteed supply of key inputs:
Base oil selection has strategic implications that have resulted in long-term competitive advantages and
disadvantages to operators. The challenge for operators is to optimize the base oil costs and also enhance product
quality.

Proximity to transport:
Distributors are a key part of the lubricant business. Lubricants are moved from the manufacturer to the end user
either directly or through distributors.

Highly trained workforce:
Formulating and developing lubricants is performed by chemists, engineers and other professionals. Training and
developing these professionals are paramount to the industry's success.

Strong cash reserves:
As the industry’s performance is highly cyclical due to its downstream markets, companies with strong cash reserves
are better able to withstand periods of depressed demand, such as the one currently being experienced during the
pandemic.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 3.1% of revenue in 2021. Profit varies among
industry operators based on a company's size and the specific products
they manufacture. Nonetheless, industry profit is largely dependent on
the price of crude oil, which has displayed tremendous volatility over
the five years to 2021. After falling significantly prior to the reporting
period, the world price of crude oil started to recover in 2017 as prices
stabilized. Industry profit has generally moved in line with oil prices,
falling when the price of oil rose to its peak and then rising sharply
when they fell and purchase costs dropped. The industry profit margin
is expected to decrease over the five years to 2021 as the COVID-19
(coronavirus) pandemic has led to decreased demand for industry
products. This is a result of less miles being driven, which means less
demand for motor oil. Over 2020, the industry experienced a sharp
contraction in its profit margin. However, as the economic climate is
expected to improve over 2021, this is expected to trickle down to the
industry in the form of an improvement in the industry profit margin.

 

  Wages

Labour costs are expected to account for 10.5% of industry revenue in
2021, up from 8.5% in 2016. While wages' share of revenue has
increased over the past five years, total wages have fallen over the past
five years as companies cut labour to preserve their profit in light of
volatile oil prices that have diminished selling prices and revenue. In
addition, as with many other manufacturing industries, lubricant oil
manufacturers have increasingly shifted toward automated production
by replacing manual labour with machinery and equipment. However,
they have also increased investment in research and development,
which has put upward pressure on wages as a percentage of revenue
and offsets increased automation.
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  Purchases

Accounting for an estimated 62.4% of revenue in 2021, purchase costs
are by far the largest expense for the industry. Material costs consist
primarily of oil and other petroleum-based inputs; various additives,
including antioxidants, antiknocks and inhibitors; animal and vegetable
oils; coal used in the production of coke; and plastic and metal
containers to store the finished products. Volatile crude oil prices
generally keep industry purchase costs high, but the decline in crude oil
prices in 2015 and 2016 decreased purchases' share of total industry
revenue initially. While the price has since recovered slightly, it is still
well below its recent peak in 2018.

 

  Marketing

In 2021, marketing is expected to account for 1.0% of revenue.
Marketing costs have remained fairly stable during the period,
increasing only marginally from 0.8% of revenue in 2016.

 

  Depreciation

On the capital side, depreciation is anticipated to account for 6.0% of
industry revenue in 2021. Depreciable assets include computer
inventory systems, machinery used to move products, storage
equipment and facilities. These costs have remained relatively high, as
industry manufacturers have shifted toward more automated
production. However, with future uncertainty as a result of the economic
upheaval due to the pandemic, some companies are expected to delay
investment in new facilities or machinery concerns of overcapacity
linger.
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  Rent

Industry operators are projected to expend 1.5% of revenue on rent in
2021. This segment has declined during the period, decreasing from
1.6% in 2016.

 

  Utilities

Industry operators are projected to expend 2.4% of revenue on utilities
in 2021. This segment has decreased marginally, from 2.6% of revenue
in 2016. Expenses in this category include heating and electricity.

 

  Other Costs

Other expenses incurred by this industry include freight costs,
insurance and legal and accounting fees. Altogether, these other costs
comprise 13.1% of industry revenue in 2021.

 



Lubricant Oil Manufacturing in Canada March 2021

27 IBISWorld.com

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Companies operating within the Lubricant Oil Manufacturing industry in
Canada rely on strong brand awareness and that brand's value as
perceived by customers.

This industry includes many well-established and easily recognizable brands, such as Pennzoil, Quaker State, Jiffy
Lube and Valvoline. Some of the major companies operating within this industry actively work to maintain their
respective brands' separate identity. For example, Royal Dutch Shell PLC owns the Pennzoil brand.

At the retail level, industry products compete with many others for store placement and shelf space at gas stations,
auto parts stores and big-box retailers. A growing source of competition is ecofriendly products, which include
synthetic and recycled oil lubricants. With consumers and government regulations increasingly favouring greener
products, synthetic and recycled oil will likely continue to be a basis of competition. These products also typically
carry a higher profit.

Price competition is also important, as industry profit is often subject to volatile input costs. Industry manufacturers
are expected to increasingly exploit sources of cost leadership, such as economies of scale, proprietary technology
and lower cost materials.

EXTERNAL COMPETITION

External competition for this industry is significant, with imports expected
to satisfy 50.0% of domestic demand in 2020.

Import penetration is expected to continue rising over the five years to 2026 and is on track to account for 52.0% of
domestic demand in 2026.

Barriers to
Entry

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



Lubricant Oil Manufacturing in Canada March 2021

28 IBISWorld.com

  Operators in the Lubricant Oil Manufacturing industry in
Canada encounter significant barriers to entry. A large
volume of machinery and equipment is required for the
refining and production of oil and other additives into
lubricant products. In addition, substantial financial
commitments are needed to meet changing
environmental regulations and to provide working capital
and maintain brand names.

Pennzoil, Quaker State and other well-known brand
names and the customer loyalty attached to them also
pose a significant barrier for entrants. Manufacturers
seeking to enter the industry must have a product that
meets technical specifications, while also creating a brand
image that appeals to consumers. The higher costs and
risks associated with creating a new brand can result in
greater sales. But increased profit fluctuation and a higher
risk of default.

Regulation and legislation also create barriers to entry.
The industry encounters heavy environmental regulation
from the Canadian government. In 1999, these
environmental protections were augmented by the
passage of the Canadian Environmental Protection Act,
which strengthens existing laws by preventing unforeseen
legislative loopholes that may result when new materials
and new technologies are introduced. Complying with
these regulations can be expensive and requires
significant capital resources, which may inhibit new
entrants.

The competitive nature and high degree of specialization
of the industry requires significant investments in research
and development. Furthermore, highly skilled and talented
employees must be able to create and develop quality
lubricating oils and greases.

Existing distribution and production capacities are also
barriers to entry. The larger businesses already operating
in the industry hold the advantage over newer entrants
when it comes to producing and distributing goods and
services at a lower cost. For example, well-known brands
of lubricant are distributed through gas stations.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Lubricant Oil Manufacturing industry in Canada experiences a medium level of globalization. Virtually all of the
industry's top companies are foreign-owned, multinational energy corporations with significant operations outside
Canada. For example, Royal Dutch Shell PLC is headquartered in the Netherlands, and Imperial Oil Limited is majority-
owned by US-based Exxon Mobil Corporation, which is headquartered in Texas. These and other large industry
companies have lubricant oil production operations across Asia, Latin America, Europe and the Middle East. In addition to
industry companies having a global footprint, the industry is expected to derive nearly one-third of its revenue from
exports, and imports are anticipated to account for 50.0% of domestic demand in 2021.
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Major Companies

Major Players Petro-Canada Lubricants Inc.

Market Share: 49.3%

  Petro-Canada Lubricants Inc. (Petro-Canada) was originally founded in 1975 as a Crown corporation, operating for
several decades before merging with Suncor Energy Inc. (Suncor). Petro-Canada operates a refinery in
Mississauga, ON, that was originally built in 1943 before being bought by the company in 1985, and was then
converted to lubricants manufacturing in 1993. The lubricants business was sold by Suncor to the HollyFrontier
Corporation (HollyFrontier) in 2017. While the business retains its name and corporate presence, its revenue is
accounted for in HollyFrontier's annual filings. In 2020 (latest data available), HollyFrontier generated $15.0 billion in
total revenue.

Petro-Canada employs an estimated 450 workers at its Mississauga, ON, facility. The facility is the largest in the
industry, with lubricant production capacity of 15,600 barrels per day and over 1.0 billion litres of lubricant products
annually. It is the largest North American producer of base oils and has developed and produced more than 350
products since its creation, including a range of lubricants, greases and other fluids. In addition to its manufacturing
facility, it also exports to clients in more than 80 countries.

The company's industry-relevant production and facility have not experienced significant changes over the five years
to 2021. However, the company's ownership structure has changed. In 2016, HollyFrontier agreed to acquire the
company for $1.1 billion, more than doubling HollyFrontier's total lubricant production capabilities, although no other
HollyFrontier facilities are located domestically.

Financial performance

As the largest company in the industry, IBISWorld estimates that Petro-Canada's industry-relevant revenue has
mostly followed the direction of the overall industry, with revenue forecast to decline an annualized 2.6% to $743.1
million over the five years to 2021. The company has not been affected by its acquisition and has continued to
function as it did prior. However, the company has pursued a range of partnerships that have helped improve
revenue prospects. For example, in 2016, it initiated a partnership with Riglube, one of Canada's primary quick lube
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providers. However, the company experienced a significant decline in revenue in 2020 as the COVID-19
(coronavirus) pandemic led to miles driven declining significantly, which subsequently led to less demand for
company products. As the economy is expected to recover substantially in 2021, revenue is expected to follow suit
over the current year, yet still show a decline during the period. While operating profit, measured as earnings before
interest and taxes, has been positive between 2016 and 2018, the company is expected to operate at a loss of
$53.1 million in 2019 due to a goodwill impairment charge. The company's operating profit, measured as earnings
before interest and taxes, is expected to decline at an annualized 27.4% to reach $18.7 million over the five years to
2021.

 
Petro-Canada Lubricants Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 849.6 N/C 92.6 N/C
2017 875.1 3.0 77.5 -16.3
2018 954.6 9.1 40.2 -48.1
2019 860.4 -9.9 -53.1 N/C
2020 624.9 -27.4 -72.5 36.5
2021 743.1 18.9 18.7 N/C

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

Imperial Oil Limited

Market Share: 25.1%

  Imperial Oil Limited (Imperial) was founded in 1880 and is one of the largest oil and gas companies in Canada.
Imperial is headquartered in Calgary and despite its role exploring for and producing crude oil and natural gas, the
company is vertically integrated and has extensive domestic refining capabilities. It is the largest domestic refiner of
petroleum products and manages both wholesale distribution networks and retail brands, such as Mobil and Esso.
The company employs 5,800 workers across Canada and generated $22.3 billion in total revenue in 2020 (latest
data available).

The company's operations are divided into three primary reportable segments, which include upstream, downstream
and chemical. The company's downstream segment is primarily accounted for by its three refineries, which are
located in Strathcona, AB, Nanticoke, ON, and Sarnia, ON. These facilities have a total refining capacity of 428,000
barrels of oil per day. These refineries are also capable of manufacturing 9,000 barrels of lubricant products per day,
making it the second-largest company in the industry, behind Petro-Canada Lubricants Inc. The company has a
wide range of lubricant products, including industrial lubricants that are used by a range of downstream clients. Most
of these products are then distributed through the company's retail Mobil and Esso brands.

Imperial has made minimal changes to its industry-relevant manufacturing facilities, as its lubricant production
capacity has remained unchanged over the five years to 2021. However, it has restructured some segments of its
business. For example, the company sold 497 Esso-brand retail gas stations in 2016 for $2.8 billion to several fuel
distributors.

Financial performance

The company's industry-specific revenue is expected to increase at an annualized rate of 1.3% to $378.7 million
over the five years to 2021, mainly as a result of a relatively low revenue figure in 2016. Fluctuations in oil prices
have had the largest effect on industry performance, yet the company is expected to experience slight growth. After
several years of poor performance due to declining oil prices prior to the current period, company revenue
rebounded by growing 11.6% in 2017 and 22.2% in 2018. However, the company experienced a significant decline
in revenue in 2020 as the coronavirus pandemic led to miles driven declining significantly, which subsequently led to
less demand for company products. As the economy is expected to recover substantially in 2021, revenue is
expected to follow suit over the current year. However, the company's operating profit, measured as earnings before
interest and taxes, is expected to decline at an annualized 10.8% to reach $36.5 million over the five years to 2021.
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Imperial Oil Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 355.3 N/C 64.5 N/C
2017 396.7 11.7 26.3 -59.2
2018 484.8 22.2 62.0 135.7
2019 453.9 -6.4 25.1 -59.5
2020 292.0 -35.7 13.5 -46.2
2021 378.7 29.7 36.5 170.4

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

Shell Canada Limited

Market Share: 9.0%

  Headquartered in the Netherlands, Royal Dutch Shell PLC (Shell) is one of the world's largest oil and gas
companies, employing 83,000 people in more than 70 countries across the world. The company's primary focus is
the exploration and extraction of oil and gas, mainly in the Gulf of Mexico, which accounts for a large share of the
company's North American oil production. In Canada, the company holds 1,400 mineral leases, most of which are in
Alberta and British Columbia. The company is also active in the downstream sector, with significant refining,
petroleum wholesaling and petroleum retailing activities. Shell also manufactures petrochemicals and markets
natural gas and electricity. The company generated $241.8 billion globally in total revenue in 2020 (latest data
available).

The company divides its operations into five reportable business segments, which include integrated gas, upstream,
oil products, chemicals and corporate. Of these five divisions, the oil products segment operates is industry-relevant
and includes the manufacture of a wide range of products, such as fuels and lubricants. In addition, the downstream
segment produces petrochemicals for industrial customers, including the raw materials for plastics, coatings and
other detergents. The downstream segment also used to house Shell's alternative energy interests, such as
advanced biofuels, but that segment has moved to the integrated gas segment. Shell's primary industry-relevant
facility is the Brockville, ON, lubricants plant, which has 90 employees and produces over 200 products. Products
include automotive, aviation and industrial lubricating oils that are sold both domestically and abroad. Company
capacity has remained at a similar level during the majority of the reporting period, although in 2019, Shell
announced that it would be investing $19.0 million in the facility to install new equipment to upgrade existing
systems and improve production and efficiency.

Financial performance

The company's industry-relevant revenue is anticipated to decrease at an annualized rate of 3.1% to $136.0 million
over the five years to 2021. While relatively low oil prices cut into company product prices in the early years for the
current period, the company has benefited from strong demand due to the quality of its brands and products.
However, the company experienced a significant decline in revenue in 2020 as the coronavirus pandemic led to
miles driven declining significantly, which subsequently led to less demand for company products. As the economy
is expected to recover substantially in 2021, revenue is expected to follow suit over the current year, yet still show a
decline during the period. Operating profit, measured as earnings before interest and taxes, is also expected to
suffer, falling at an annualized rate of 23.8% to $4.8 million over the five years to 2021.
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Shell Canada Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 159.2 N/C 18.6 N/C
2017 156.8 -1.5 14.9 -19.9
2018 159.5 1.7 1.3 -91.3
2019 151.1 -5.3 8.4 546.2
2020 128.9 -14.7 -2.3 N/C
2021 136.0 5.5 4.8 N/C

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

Valvoline Inc.

Market Share: 7.2%

  Headquartered in Kentucky, Valvoline Inc. (Valvoline) was founded in 1866 and is a global producer of engine and
automotive maintenance products and services. The company has a presence in over 140 countries. In North
America, it sells products to over 55,000 retail outlets and includes over 1,400 company-owned and franchised
stores selling its wares. The company employs 8,800 people and generated $3.2 billion in total revenue in fiscal
2020 (year-end September).

Valvoline operates with three reportable segments, which include core North America, quick lubes and international.
The segments all sell a range of industry-relevant products. However, they each represent different sales markets.
Core North America sells products to retailers for sale to consumers, while the quick lubes segment represents sales
through Valvoline's own retail outlets. The international segment represents sales of Valvoline goods to markets
outside of Canada and the United States. The company participates in this industry through its single manufacturing
facility in Mississauga, ON. The majority of its facilities are located in the United States, although it also has facilities
in the Netherlands, Australia and Serbia. Valvoline products include motor oils and lubricants for use by a wide
range of markets, including light-duty and heavy-duty automobiles and equipment.

Valvoline was acquired by Ashland Oil Inc. in 1950, following which it operated as an unincorporated unit of
Ashland, which evolved into Ashland Global Holdings Inc. (Ashland) over the coming years. In 2016, Ashland
divested its stake in Valvoline, with Valvoline holding an IPO, following which the company again became its own
incorporated entity.

Financial performance

Valvoline's industry-specific revenue is expected to decline at an annualized rate of 1.7% to $108.2 million over the
five years to fiscal 2021 (year-end September). Valvoline initially weathered oil price fluctuations relatively well
compared with its competitors due to strong brand awareness and an extensive distribution network before the
pandemic. However, the company experienced a significant decline in revenue in 2020 as the coronavirus pandemic
led to miles driven declining significantly, which subsequently led to less demand for company products. As the
economy is expected to recover substantially in 2021, revenue is expected to follow suit over the year. In addition,
the company's operating profit, measured as earnings before interest and taxes, is actually expected to increase an
annualized 4.9% to $15.5 million over the five years to 2021.
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Valvoline Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 117.7 N/C 12.2 N/C
2016-17 119.4 1.4 17.5 43.4
2017-18 117.8 -1.3 15.8 -9.7
2018-19 117.8 0.0 15.1 -4.4
2019-20 89.2 -24.3 14.2 -6.0
2020-21 108.2 21.3 15.5 9.2

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

Capital
Intensity

The level of capital intensity is    High

  The Lubricant Oil Manufacturing industry in Canada
produces a range of automotive, industrial and household
lubricants including motor oil, transmission fluid, rust
inhibitors, machine oils, skin moisturizers and more.
Facilities, storage equipment, computer inventory systems,
drilling equipment and machinery used to mix and move
products represent the greatest capital cost to the industry.
In addition, the industry requires a highly skilled labour
force to operate and monitor equipment, research and
design new oil lubricants, locate new oil reserves and
maintain safe operations.

While wage costs are expected to represent 10.5% of
industry revenue in 2021, which is more than the cost of
capital investments, the industry maintains a high level of
capital intensity. In 2021, IBISWorld estimates that for
every $1.00 spent on wages, operators in the industry
spend $0.57 on machinery, equipment and other capital
investments. This is likely due to the high-cost equipment
and machinery required to operate in the industry. Capital
intensity is expected to continue to remain high over the
five years to 2026, as lubricant oil manufacturers are
expected to adopt even more automated manufacturing
practices to improve production line safety and efficiency.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
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.

Low Rate of Entry 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.

Low Market
Concentration

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

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

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.

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

At present, operators in the Lubricant Oil Manufacturing industry in Canada
have not experienced significant technological disruption on the part of
competing industries, as the industry's main competition comes from imports.

However, the rise of electric vehicles (EVs) and demand for environmentally friendly products have hampered demand.
Electric vehicles do not require oil changes and advanced motors are requiring less. As a result, the proliferation of EVs
that are expected to enter the market over the five years to 2026 is expected to reduce downstream demand for certain
industry products such as motor oil.

The level of technology change is    Medium

  Technological change in the Lubricant Oil Manufacturing industry in Canada is
primarily driven by shifting environmental standards and the propensity of
consumers and businesses to demand more ecofriendly products, such as
lubricants derived from synthetic or recycled oil.

However, the use of synthetic oil has not only increased due to its lighter environmental footprint, but has also increased
due to its better performance characteristics. Synthetic motor oils last longer and can handle higher temperatures than
conventional motor oils. With respect to recycled oils, research and development continue to go toward improving and
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expediting the filtering process for used oil, which can be extensive.

Industry manufacturers also allocate funds toward improving the production process, primarily through the use of
computers, machinery and other automated equipment. This shift has made the manufacturing process quicker, more
efficient and less costly, at the expense of certain production jobs.

Revenue
Volatility

The level of volatility is    Very High

  The Lubricant Oil Manufacturing industry in Canada exhibits a very high
degree of revenue volatility.

Industry performance is largely determined by the price of oil, which has been extremely volatile over the five years to 2021.
Oil is the central input into most of the industry's products, so changes in the price of oil have a significant influence on
prices charged for industry products and the cost structures of industry operators. As a result, industry revenue declined in
2016 as the global price of oil decreased. As the oil price started to recover in 2017, industry revenue rose 13.6% that same
year. Global trade tensions in 2019 and the COVID-19 (coronavirus) pandemic in 2020 led to significant revenue declines
for the industry, which have contributed to revenue volatility during the current period.

Downstream demand for industry products also has a significant influence on fluctuations in industry revenue. Exports
account for nearly one-third of industry revenue, so fluctuations in demand for industry products in major downstream
export markets can seriously affect industry revenue. The United States is the single largest export market for industry
products, many of which are used in US manufacturing processes. The United States is expected to account for the
majority of industry trade, accounting for over 60.0% of trade in 2021. As a result, demand conditions in US markets can
have a significant effect on industry performance. Further, fluctuations in the strength of the domestic currency relative to
that of major trading partners typically also affect trade, as a strengthening currency can make industry exports less
competitive in foreign markets.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The Lubricant Oil Manufacturing industry in Canada is subject to a wide
variety of federal and provincial regulations and laws covering land tenure,
royalties, taxes, government fees and production rates.

Land use regulations are especially pertinent to this industry as many lubricant oil manufacturing companies have upstream
operations involving oil and gas extraction.

Environmental regulation plays a significant role in shaping the industry, especially with regard to operational costs and
procedures. Many of Canada's laws concerning air, water and land quality are contained within the Canada Environmental
Protection Act (CEPA), an all-encompassing act that covers many different areas of the environment. CEPA also adds
additional layers of protection to the environment by ensuring unanticipated future loopholes in environmental regulations
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do not occur.

Some environmental issues that pertain to the industry include the manufacture, storage, treatment and disposal of
hazardous materials and waste; the need to stabilize or reduce air emissions; the discharge of pollutants into water; and
issues relating to land reclamation, restoration and wildlife habitat protection. As climate change continues to affect areas of
the country, the frequency of environmental regulations is expected to increase.

In addition to environmental issues, industry manufacturers are also subject to employment laws that govern all Canadian
businesses, covering pay, benefits, workplace safety, collective bargaining, layoff procedures and severance pay.

Industry
Assistance

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

The Lubricant Oil Manufacturing industry in Canada does not receive direct
assistance in the way of grants or tariffs.

However, there are groups and associations that provide other kinds of assistance to industry manufacturers. For example,
the is the voice of Canada's upstream oil and natural gas industry and provides education, networking and lobbying
opportunities and services. While the focus of this organization is on upstream companies, many lubricant oil manufacturers
are vertically integrated companies with significant upstream operations.

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. Additionally, operators can take advantage of improved
access to credit and loans to remain liquid.
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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 3,020 453 93.0 77.0 1,739 769 1,410 170 3,661 120
2013 2,568 323 115 94.0 1,406 526 1,085 142 3,128 117
2014 2,782 336 133 107 2,122 555 1,262 220 3,489 106
2015 2,343 335 147 119 1,874 466 1,175 205 3,052 56.3
2016 2,235 580 141 114 1,723 437 1,047 189 2,845 47.1
2017 2,539 582 136 112 2,039 495 1,148 207 3,193 56.6
2018 2,608 389 129 108 2,095 555 1,287 231 3,340 72.0
2019 2,096 427 110 100.0 1,807 535 1,209 197 2,769 63.6
2020 1,380 212 105 90.0 1,404 441 1,027 148 1,966 42.1
2021 1,506 296 108 92.0 1,495 493 1,014 159 2,026 44.9
2022 1,617 329 108 92.0 1,551 538 1,112 166 2,191 48.6
2023 1,665 339 106 90.0 1,567 577 1,194 168 2,282 50.2
2024 1,713 345 105 89.0 1,587 594 1,230 171 2,349 51.8
2025 1,761 352 103 87.0 1,599 611 1,267 173 2,416 53.4
2026 1,830 366 102 86.0 1,623 628 1,302 176 2,504 55.7

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World Price
of Crude Oil

(%)
2012 -2.69 18.8 -7.00 -7.23 0.87 9.17 -21.6 0.47 -12.8 -0.34
2013 -15.0 -28.7 23.7 22.1 -19.2 -31.6 -23.0 -16.5 -14.6 -2.60
2014 8.32 4.02 15.7 13.8 50.9 5.63 16.3 55.3 11.6 -9.28
2015 -15.8 -0.21 10.5 11.2 -11.7 -16.1 -6.94 -6.77 -12.5 -46.7
2016 -4.62 72.9 -4.09 -4.21 -8.06 -6.27 -10.9 -7.85 -6.77 -16.4
2017 13.6 0.37 -3.55 -1.76 18.3 13.2 9.66 9.30 12.2 20.2
2018 2.68 -33.3 -5.15 -3.58 2.74 12.2 12.1 11.9 4.60 27.2
2019 -19.6 9.83 -14.7 -7.41 -13.8 -3.57 -6.13 -15.0 -17.1 -11.7
2020 -34.2 -50.3 -4.55 -10.0 -22.3 -17.6 -15.0 -24.7 -29.0 -33.8
2021 9.16 39.5 2.85 2.22 6.48 11.8 -1.34 6.94 3.08 6.65
2022 7.37 11.2 0.00 0.00 3.74 8.95 9.68 4.47 8.14 8.24
2023 2.96 3.01 -1.86 -2.18 1.03 7.36 7.40 1.44 4.13 3.29
2024 2.91 1.83 -0.95 -1.12 1.27 2.94 3.01 1.60 2.96 3.18
2025 2.78 2.05 -1.91 -2.25 0.75 2.89 2.95 1.17 2.85 3.08
2026 3.88 3.86 -0.98 -1.15 1.50 2.76 2.81 1.96 3.61 4.30

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 15.0 38.5 25.5 1,737 5.62 18.7 97,527
2013 12.6 34.7 20.5 1,827 5.52 12.2 100,782
2014 12.1 36.2 20.0 1,311 7.91 16.0 103,723
2015 14.3 38.5 19.9 1,250 8.76 12.7 109,498
2016 26.0 36.8 19.6 1,297 8.46 12.2 109,750
2017 22.9 36.0 19.5 1,245 8.14 15.0 101,373
2018 14.9 38.5 21.3 1,245 8.87 16.2 110,453
2019 20.4 43.6 25.5 1,160 9.39 16.4 108,910
2020 15.4 52.3 32.0 983 10.8 13.4 105,627
2021 19.6 50.0 32.8 1,007 10.5 13.8 106,087
2022 20.3 50.7 33.2 1,042 10.2 14.4 106,834
2023 20.3 52.3 34.7 1,062 10.1 14.8 107,275
2024 20.1 52.4 34.7 1,080 9.97 15.1 107,624
2025 20.0 52.4 34.7 1,101 9.81 15.5 108,068
2026 20.0 52.0 34.3 1,127 9.63 15.9 108,564

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Independent Lubricant Manufacturers Association
http://www.ilma.org

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

Industry Jargon GREASE
A thick oil used to lubricate machinery.

LUBRICANT
A substance, such as grease or oil, that reduces friction when applied as a surface coating to moving parts.

SYNTHETIC OIL
A substance created in the laboratory with crude oil products that has similar properties to conventional lubricant oil.

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%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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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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