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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:

· The Canadian government's response to the COVID-19 (coronavirus) pandemic has included border closures,
limiting the supply of temporary workers that many downstream farmers rely on. As a result, the total amount of
seeded land is expected to decline in 2020, lowering demand for industry products. For more detail, please see the
Regulation and Policy chapter.

· Due to the prevalence of small- and medium-sized enterprises, many operators in the industry are expected to
qualify for a variety of government-funded assistance programs, including the Canada Emergency Business Account
and the Business Credit Availability Program. This assistance is expected to keep some operators from laying off
workers or reducing operations. For more detail, please see the Industry Assistance chapter.

· Although overall industry performance is expected to be poor in 2020, some operators may find opportunities to
increase sales in the United States. With significant disruptions to international trade and a need to ensure a steady
food supply, exports to the United States are forecast to grow. Canada's proximity to the United States, combined
with its standing as one of the largest producers of fertilizer in the world, makes Canada an obvious source to
supplement some demand for fertilizer in the United States. For more detail, please see the International Trade
chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Fertilizer Manufacturing industry in Canada primarily manufactures fertilizer products. These products contain a

different mixture of the three vital nutrients essential for plant growth which include nitrogen, phosphorous and
potassium. The products are distributed via wholesale arrangements with third parties or, in the case of vertically
integrated operations, by the manufacturer.

Major Players Nutrien

CF Industries

Yara

Main Activities The primary activities of this industry are:

Manufacturing ammonia, ammonium nitrate, ammonium sulfate and ammonium phosphates

Manufacturing natural-organic and animal-waste or sewage-origin fertilizers

Manufacturing nitric acid and phosphoric acid

Manufacturing nitrogenous fertilizer materials

Manufacturing urea

Manufacturing phosphatic fertilizer materials

Manufacturing potting soil, plant foods and compost

Mixing purchased fertilizer materials

The major products and services in this industry are:

Nitrogen and urea

Phosphate

All other
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Supply Chain

SIMILAR INDUSTRIES

Petrochemical Manufacturing in
Canada

Inorganic Chemical Manufacturing
in Canada

Organic Chemical Manufacturing
in Canada

Chemical Product Manufacturing in
Canada

Scientific Research &
Development in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Global Fertilizers & Agricultural
Chemicals Manufacturing

Fertilizer Manufacturing in the US Fertiliser Manufacturing in
Australia

Nitrogenous Fertilizer
Manufacturing in China

Fertiliser & Nitrogen Compound
Manufacturing in the UK

     



Fertilizer Manufacturing in Canada July 2020

7 IBISWorld.com

Industry at a Glance
Key Statistics

$4.9bn
Revenue

Annual Growth

2015–2020

-2.2%

Annual Growth

2020–2025

1.9%

Annual Growth

2015–2025

 

$214.9m
Profit

Annual Growth

2015–2020

-16.3%

  Annual Growth

2015–2020

 

4.4%
Profit Margin

Annual Growth

2015–2020

-5.2pp

  Annual Growth

2015–2020

 

216
Businesses

Annual Growth

2015–2020

2.0%

Annual Growth

2020–2025

1.7%

Annual Growth

2015–2025

 

5,259
Employment

Annual Growth

2015–2020

3.5%

Annual Growth

2020–2025

2.0%

Annual Growth

2015–2025

 

$414.0m
Wages

Annual Growth

2015–2020

0.7%

Annual Growth

2020–2025

2.0%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

0.8%
Demand from crop production

-7.8%
World price of natural gas

1.1%
US Gross domestic product
(GDP)

-0.8%
Canadian effective exchange rate
index

-2.7%
Price of fertilizer

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Concentration
Medium   Technology Change

Medium

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Industry profit has been highly volatile due to declining
fertilizer prices

 A difficult business landscape is expected to reduce the
industry's trade deficit

 Industry participation has been increasing across Canada

 The industry will benefit from improvement in agricultural
commodity prices

 International trade is expected to remain an integral
component of the industry

 Market share concentration is expected to shift in favour of
larger participants

 Industry performance has fluctuated over the past five years
in response to volatility in domestic fertilizer prices
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Performance Drivers

  Demand from crop production
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Executive Summary Fertile soil: A weak Canadian dollar will likely fuel growth in the value of
industry exports

Operators in the Fertilizer Manufacturing industry in Canada produce fertilizer that is a natural or manufactured
mixture containing at least 5.0% nitrogen, phosphorous or potassium. Fertilizer is used in crops that produce food,
animal feed, fibre and energy, and is the main product produced by the industry. Fertilizer is a globally traded
commodity and the prices of industry goods are closely linked with global supply and demand conditions. Industry
performance has fluctuated over the five years to 2020 in response to volatility in domestic fertilizer prices, although
agricultural output has steadily risen, providing a consistent source of demand. Industry revenue is expected to fall
an annualized 2.2% to $4.9 billion during the five-year period, as the price of fertilizer and industry revenue peaked
in 2015. Falling prices cut into industry revenue and profitability over the following two years, followed by a brief
recovery. However, industry revenue is expected to decline 1.4% in 2020 alone, as a result of restrictive measures
due to COVID-19 (coronavirus) that may affect agri-retail operations and a potential downturn in seeded land due to
labour shortages.

According to a 2019 report from the Fertilizer Institute (latest data available), Canada is one of the largest nitrogen
fertilizer producers in the world, accounting for about 12.0% of global fertilizer production. The industry is well-
positioned to grow in the future, and according to a 2018 United Nations report (latest data available), global food
production will need to increase 70.0% over the next 30 years to keep pace with population growth, which should
ensure demand for industry products. Notably, despite the global nature of the industry, the vast majority of industry
exports are destined for markets in the United States. The value of exports to the United States has fallen steadily
over the past five years despite a depreciated domestic dollar making industry goods more competitive.

Industry revenue is forecast to increase at an annualized rate of 1.9% to $5.4 billion over the five years to 2025.
Forecast growth in agricultural output will prompt increased demand for fertilizers and forecast growth in ethanol
production will also likely stimulate demand. Meanwhile, the global supply and demand imbalance is forecast to
improve, resulting in expected growth in fertilizer prices. A comparatively weak Canadian dollar will continue to make
industry goods cost effective in the United States, which will likely fuel growth in the value of industry exports.
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Industry Performance

Key External
Drivers

Demand from crop production

Crop production patterns, which are influenced by crop prices, play a significant role in influencing demand for
various fertilizer products. An increase in crop production will raise demand for fertilizer. Demand from crop
production is expected to increase in 2020, representing a potential opportunity for the industry.

 

Price of fertilizer

As the principal activities of industry operators are manufacturing and selling fertilizers, the market price for fertilizer
is a vital indicator for the industry. When the price of fertilizer increases, industry operators are able to charge more
for their products, thereby generating higher revenue and potentially higher profit. In 2020, the price of fertilizer is
expected to increase.

 

US Gross domestic product (GDP)

The United States is the largest export market for Canada's Fertilizer Manufacturing industry. Over the past decade,
shipments to the United States have consistently represented a significant share of industry revenue. As a result,
the health of the US economy, especially its agricultural sector, is important for industry manufacturers. US GDP is
expected to decrease in 2020, posing a potential threat to the industry.

 

Canadian effective exchange rate index

Imports satisfy a significant proportion of domestic demand for certain fertilizers, including nitrogen and urea. A
stronger Canadian dollar would encourage consumers to opt for more affordable, imported fertilizers, thus damaging
industry operators' profit. The Canadian effective exchange rate index is forecast to decrease in 2020.

 

World price of natural gas

Natural gas is the main raw material used to produce nitrogen fertilizer, which is one of the most heavily demanded
fertilizers. As the price of natural gas rises, so does the cost of manufacturing nitrogen fertilizer. Often, the cost
increase is passed on to buyers in the form of higher prices. The world price of natural gas is expected to decrease
in 2020.
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Current
Performance

The Fertilizer Manufacturing industry in Canada produces a wide range of
fertilizer products for sale domestically and abroad.

Fertilizer is a globally traded good and the price of industry products is therefore closely connected to global prices,
which themselves are subject to global supply and demand conditions. Over the five years to 2020, the industry has
experienced volatility in the price of industry goods due to a demand and supply imbalance in response to rising
global fertilizer supply. Along with comparably weaker demand for industry products, domestic prices have also
been weak. Rising global supply has also cut into the industry's export opportunities, damaging demand from a key
market. However, domestic agricultural output has provided a consistent source of demand for industry products,
with seeded farm hectarage rising consistently between 2015 and 2019, helping to expand demand for industry
products from downstream farms and the wholesale and retail networks that service them. However, global labour
shortages as a result of the COVID-19 (coronavirus) pandemic, are expected to result in less seeded farm
hectarage, which will likely lower demand for fertilizer products. Overall, IBISWorld expects industry revenue to
decline an annualized 2.2% to $4.9 billion over the five years to 2020, including a forecast decline of 1.4% in 2020
alone.

SHIFTING REVENUE LANDSCAPE

While industry performance can fluctuate in response to a wide range of
factors, one of the primary determinants is the price of fertilizer.

Over the past five years, the domestic price of fertilizer has been somewhat volatile, although less so than during
previous reporting periods. The domestic price of fertilizer peaked in 2015 before declining 10.8% in 2016, and has
since continued to fluctuate. Notably, the price of domestic fertilizer fell at a faster rate than the price of fertilizer in
the United States over the past five years.

One of the reasons for these sharp fluctuations has been consistent growth in global fertilizer supply. For instance,
according to a 2017 United Nations report (latest data available), the world ammonia supply is estimated to have
increased at an annualized rate of 2.3% between 2015 and 2019 (latest data available), despite demand increasing
only 1.6% during that time period. This rise has been due to significant capacity expansion, particularly in East Asia,
Africa, Eastern Europe and Central Asia. Industry major player CF Industries Holdings Inc. noted that this supply
glut grew in prominence in 2016 and has depressed prices ever since. However, domestic fertilizer prices are
expected to increase 2.8% in 2020, in response to a slight downturn in global supply due to supply chain disruptions
as a result of the coronavirus pandemic and forecast growth in exports to the United States.

DOMESTIC CONDITIONS

Industry revenue is also linked to domestic demand, which is tied to
agricultural hectarage seeded and farmer incomes, which are a function of
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global crop prices.

Crop prices in turn are an important variable affecting fertilizer consumption, as high prices will prompt expanded
production, necessitating further fertilizer purchases, while low or falling prices diminish profitability and could lead to
farmers cutting production levels. Overall, crop seeding and production has been fairly stable over the past five
years, although some products have been much more volatile. For example, wheat is one of the most important
domestic crops in terms of output volume, and the price of wheat has been volatile during the five-year period. In
fact, the world price of wheat is expected to fall an annualized 0.8% over the five years to 2020, including declines in
excess of 20.0% in both 2015 and 2016, prior to price increasing 28.1% in 2018. This has caused some volatility in
seeded area of farmland dedicated to wheat. Notably, the seeded area for wheat is expected to grow 2.2% in 2020,
due to a forecast increase of 9.5% in the world price of wheat that same year. According to Statistics Canada,
overall, seeded hectarage for all crops is expected to decline marginally, falling at an annualized rate of 0.4% over
the five years to 2020, due to a forecast decline of 3.0% in 2020.

CHANGING INDUSTRY COST STRUCTURE

Historically, the price of fertilizers has correlated strongly with the price of
natural gas, which is the main purchase for operators in the industry and
is used to manufacture fertilizer.

Strong growth in the US natural gas industry has helped to decrease North American natural gas costs relative to
the rest of the world. This helped lead to stronger industry profit levels, particularly in the years leading up to the
reporting period, before increased supply heightened price competition, bringing down fertilizer prices and making
operating conditions more difficult for companies. Overall, the world price of natural gas is forecast to decline an
annualized 11.7% over the five years to 2020. Industry profit has been highly volatile due to declining fertilizer prices
and increased competition. Overall, industry profit, defined as earnings before interest and taxes, is expected to fall
from 9.6% of revenue in 2015 to 4.4% in 2020.

INTERNATIONAL TRADE, SERVICING GLOBAL DEMAND

Along with changes in demand conditions and prices, international trade
patterns have an effect on industry performance.

The value of exports is estimated to decrease at an annualized rate of 5.5% to $1.6 billion over the five years to
2020, and exports as a share of revenue have fallen from 37.7% of revenue in 2015 to an estimated 31.7% of
revenue in 2020. While exports peaked in 2015 when a depreciation of the loonie made Canadian products more
affordable in international markets, exports have since fallen. The primary source of demand for domestic exports is
the United States, which accounts for more than 98.0% of the total export value. Notably, while exports to the United
States have fallen significantly over the past five years, the Fertilizer Manufacturing industry in the United States
(IBISWorld report 32531) has experienced even stronger declines in the value of fertilizer coming into the country.
However, the continual expansion of global capacity has put pressure on Canadian products, diminishing potential
export growth. The declining value of the domestic dollar, combined with a large supply of domestic products, has
led to a forecast decline in imports at an annualized rate of 2.2% to $1.9 billion over the past five years, in addition to
a decline in the amount of domestic demand satisfied by imports. The difficult business landscape as a result of the
coronavirus pandemic is expected to reduce the industry's trade deficit with exports forecast to increase 16.5%
alongside an expected decline of 14.7% in the value of imports in 2020. With food supplies across the globe
threatened by the spread of the coronavirus, many of the industry's trading partners have increased demand for
fertilizer products as a means of maximizing crop yields and improving crop reliability. Alternatively, many domestic
farmers are expected to increase their reliance on domestic products, which are plentiful, with others reducing the
amount of area farmed altogether.

Notably, Canada imports the majority of its total domestic demand for phosphate fertilizers due to limited phosphate
deposits, although operators have sought to expand phosphate production in recent years. As a result, Canada
depends on phosphate imports mainly from the United States and the Middle East to supplement existing
production.

INDUSTRY STRUCTURE

Industry participation has been increasing across Canada, despite poor
fertilizer prices during most of the reporting period.

In addition, an increase in specialty crop production and the need for untraditional fertilizer products to support the
changing trend in fertilizer usage have provided new potential sources of demand. The number of industry
establishments is expected to grow at an annualized rate of 1.8% to 300 locations over the five years to 2020.
Meanwhile, industry employment is expected to grow faster, rising at an annualized rate of 3.5% to 5,259 workers
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during the same period.

The majority of this growth seems to have come from smaller fertilizer facilities, however, as investment from the
largest players has been more mixed. In fact, CF Industries Holdings Inc., the industry's third-largest player, has
shrunk domestic capacity over the past five years. Alternatively, at Yara International ASA's Belle Plaine facility, its
only industry-relevant operation, employment has risen about 10.0% since 2017.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Fertilizer

(Index)
2011 5,201 1,898 253 181 3,897 2,161 1,595 312 4,635 91.8
2012 5,443 2,053 251 177 4,396 2,246 1,727 360 4,925 100.0
2013 4,832 1,211 259 184 4,342 2,028 1,721 394 4,525 90.3
2014 5,121 1,242 279 198 4,419 1,700 1,830 382 5,251 91.0
2015 5,452 1,044 274 196 4,429 2,053 2,147 400 5,546 95.9
2016 5,231 942 289 208 4,813 1,867 1,753 445 5,117 85.6
2017 4,628 733 305 219 4,832 1,450 1,772 413 4,950 80.8
2018 5,008 927 299 215 5,259 1,260 1,969 416 5,716 81.9
2019 4,953 891 297 214 5,264 1,331 2,255 416 5,877 82.4
2020 4,885 766 300 216 5,259 1,550 1,925 414 5,259 84.8
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Industry Outlook
Outlook The performance of the Fertilizer Manufacturing industry in Canada will

depend largely on volatility in the price of fertilizer and the amount of
seeded land in Canada over the five years to 2025.

Currently, with global supply and demand conditions expected to come into a better balance, the price of fertilizer is
forecast to rise over the next five years. Meanwhile, domestic demand is forecast to experience growth over the next
five years, in line with rising production of various crops. The industry is also expected to benefit from export
opportunities, with demand from the United States expected to grow. Overall, industry revenue is expected to grow
steadily, rising at an annualized rate of 1.9% to $5.4 billion over the five years to 2025. The effect of the COVID-19
(coronavirus) pandemic on the industry in 2020 is expected to be modest compared with other manufacturing
industries, since fertilizer is a vital component to ensuring a stable food supply in many countries. Further, the
disruption caused by the coronavirus to the global supply chain may increase the dependence of many countries on
the domestic food supply in coming years, potentially increasing the amount of seeded land in many countries.
Accordingly, IBISWorld expects a strong recovery in 2021 due to strong demand, with revenue forecast to grow
3.1%, followed by steady growth during the remainder of the period.

DOMESTIC AND INTERNATIONAL DEMAND

The vast majority of industry products will continue to be destined for
either domestic markets or those in the United States.

The industry is likely to benefit from forecast improvement in agricultural commodity prices, which, alongside a
growing world population, will encourage rising crop production. That said, these prices are highly volatile and
current estimates are not calling for strong growth, with the world price of wheat forecast to rise an annualized 1.0%
over the next five years. Domestic production of ethanol is also forecast to grow, with government regulators likely to
continue to prompt higher levels of renewable fuel production. For example, in 2017, the Ontario government's
Ministry of Environment and Climate Change announced that it would change its ethanol-in-gasoline regulation
requirement to 10.0% by 2020. This will create substantial opportunity for ethanol and production will likely increase.
Therefore, increased plantings of fertilizer-intensive crops, such as corn, wheat and soybeans, over the next five
years, will boost demand for fertilizers. Furthermore, growth in the production of crops such as canola oil and
soybeans is likely to continue over the next five years.

International trade is also expected to remain an integral component of the industry over the five years to 2025. The
domestic dollar is forecast to grow modestly, but remain weak, while rising demand for crop production south of the
border is likely to prompt the value of fertilizer exports to return to growth. Further, as emerging markets become
more developed, demand for food will increase, pushing global farmers to increase crop production, which will result
in higher demand for fertilizers and provide markets for domestic products. To this end, exports are expected to
grow at an annualized rate of 1.3% to $1.7 billion over the five years to 2025.

Imports are projected to grow as well, with the value of imports forecast to increase at an annualized rate of 3.0% to
$2.2 billion over the next five years. With further growth in global fertilizer production, some of these products will
reach the domestic market. Further, the industry will continue to import a significant quantity of phosphate fertilizer,
which is a comparatively small share of domestic production. As a result, many imports are not necessarily a threat
to this industry, as phosphate and nitrogenous fertilizers have different applications and most of the domestic
industry's operators produce nitrogenous fertilizer. Overall, IBISWorld forecasts that imports will continue to satisfy
about one-third of domestic demand.
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INDUSTRY STRUCTURE

IBISWorld projects that the number of industry establishments will grow
due to continuous demand for fertilizers, rising agricultural output and an
improved fertilizer price environment.

With the majority of industry output destined for crop production, growing demand from this downstream market is
expected to benefit industry operators. While the world price of natural gas, a key input, is forecast to rise over the
next five years, the domestic price of fertilizer is forecast to rise at a faster pace. Along with higher revenue
expectations, demand for more organic products and an expected increase in organic farming techniques will likely
encourage industry operators to expand production capacity and bring new products to the market. The number of
establishments is projected to grow an annualized 1.7% to 326 locations over the five years to 2025. To service
these new facilities, the number of industry employees is expected to increase as well. Consequently, IBISWorld
anticipates industry employment to grow at an annualized rate of 2.0% to 5,815 workers over the next five years.

The industry's market share concentration is also expected to shift in favour of the industry's larger participants,
though mostly through acquisitions. These larger operators have fallen slightly as a share of revenue during the prior
period due to increased participation and relatively stagnant production capacity. However, these operators still
control more than half the industry and have sizable manufacturing facilities with lower production costs, which will
enable them to capture an increasing portion of the market at the expense of smaller players. In addition, many of
the industry's new operators are small, niche operators, and larger players will likely purchase them to expand their
market share and product offerings. The completion of the merger between Agrium Inc. and Potash Corporation of
Saskatchewan Inc. to create Nutrien Ltd. (Nutrien) in 2018 has created a massive company with significant financial
power. It is likely that Nutrien will continue to try to grow its share of the market through acquisitions over the next
five years, furthering the gap between major players and smaller operators in this industry. Still, strong competition
in the industry, combined with uncertainty regarding the degree of a global economic recovery after the coronavirus
pandemic, is anticipated to result in industry profit growth. Profit, defined as earnings before interest and taxes, is
estimated to account for 6.6% of industry revenue in 2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Fertilizer

 (Index)
2020 4,885 766 300 216 5,259 1,550 1,925 414 5,259 84.8
2021 5,035 889 307 222 5,413 1,571 2,052 426 5,516 88.0
2022 5,127 907 312 225 5,522 1,595 2,103 435 5,635 91.2
2023 5,207 928 318 229 5,630 1,616 2,147 443 5,738 93.9
2024 5,286 946 322 232 5,723 1,636 2,190 450 5,840 96.5
2025 5,365 960 326 235 5,815 1,657 2,233 457 5,941 99.5
2026 5,448 974 330 238 5,902 1,679 2,279 464 6,048 102
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry participation is expected to steadily increase over the 10 years to 2025

Industry products experience total market acceptance

The industry is characterized by a slow rate of technological change

The Fertilizer Manufacturing industry in Canada exhibits several characteristics of a mature industry, including
market acceptance of its products, many of which are requirements in the production of downstream crops, in
addition to clear markets and a slow rate of technological change. Industry value added (IVA), which measures an
industry's contribution to the overall economy, is forecast to decline at an annualized rate of 0.8% over the 10 years
to 2025. Canadian GDP is forecast to rise at an annualized rate of 1.4% during the same period. This difference
between IVA and domestic GDP is often indicative of a declining industry. In this case, industry revenue and
profitability are tied to global supply markets that are highly cyclical, and a current supply glut of industry products
worldwide has prompted falling prices that have slowed industry performance and cut into profitability, despite
steady demand for industry products. Excess supply and a forecast decline in domestic demand are expected to
result in low levels of industry profit in 2020, contributing to the expected decline in IVA that year.

Notably, industry participation is expected to steadily increase over the 10 years to 2025. Rising industry
participation is primarily a result of growth in the number of small companies pursuing niche markets, with a very low
level of market share. Additionally, the trend of merger activity is expected to continue as large operators hone in on
these smaller companies and acquire them to boost their market share and expand their product lines. Downstream
acceptance of industry products is absolute and the volume of fertilizer consumption in Canada is not generally
volatile under normal market conditions.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Home Improvement Stores in Canada

Plant & Flower Growing in Canada

Hardware Stores in Canada

Soybean Farming in Canada

Corn Farming in Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Organic Chemical Manufacturing in Canada

Inorganic Chemical Manufacturing in Canada

Petrochemical Manufacturing in Canada

Chemical Product Manufacturing in Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Mineral & Phosphate Mining in Canada

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

Products & Services

  The Fertilizer Manufacturing industry in Canada produces a range of
products that serve many different markets.

Fertilizers are typically made from three key nutrients, which include phosphorus mined as phosphate rock, urea
produced using ammonia and nitrogen produced from natural gas. These nutrients form the basis of all industry
product segments.

NITROGEN AND UREA

Nitrogenous fertilizer production is based on the manufacturing of
ammonia, which is used as an essential raw input for the manufacturing
of various granulated fertilizers, such as urea, ammonium nitrate and
liquid fertilizers.

With nitrogen as the most popular applied nutrient, nitrogen fertilizers can be applied in the form of urea, nitrates,
ammonium compounds or pure ammonia. In fact, nitrogenous fertilizers are the most used fertilizers by farmers in
Canada. Further, Canada consistently ranks among the top five countries in the world for nitrogen-produced
fertilizers, providing domestic farmers with an abundant supply.

Meanwhile, decreasing natural gas prices across North America over the five years to 2020 have caused many
nitrogen fertilizer manufacturers to increase and expand their current facilities. Natural gas is a feedstock for making
anhydrous ammonia, which serves as a directly applied nitrogen fertilizer product and the basis for making other
nitrogen-based fertilizer products. In fact, natural gas is the major cost component of making ammonia. Therefore,
decreasing natural gas prices in recent years have lowered the production cost of ammonia for many operators.
However, this has also lowered the price for nitrogen fertilizer products, lowering the share of revenue generated by
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this product segment during the five-year period. Overall, nitrogen and urea fertilizers are expected to account for
66.5% of industry revenue in 2020, down from 70.1% in 2015.

PHOSPHATE

Canada is not a leading producer of phosphate fertilizer products since it
lacks significant phosphate rock reserves.

Phosphate fertilizers are manufactured by adding acid to grounded phosphate rock, while superphosphates are
manufactured by treating phosphate rock with sulphuric acid and water, thereby rendering the phosphorus into a
soluble form that plants can absorb. High analysis, also known as high phosphorus content; fertilizers, such as
diammonium phosphate (DAP); and mono-ammonium phosphate (MAP) are the most commonly used across the
country. Ammonia is also used in the production of MAP and DAP. These fertilizers contain double or triple the
phosphorus of traditional single-strength superphosphates and are used to generate higher yields in pastoral
activities. Phosphate fertilizers are often applied to fields in the spring or fall as a primary source of phosphate
nutrients and a secondary source of nitrogen. DAP is one of the most widely used phosphate fertilizers and can be
used on all types of soil for fertilizing field, garden, orchard and flower garden crops and plants. Over the past five
years, there has been interest in exploring and developing new phosphate rock deposits to rely less on imports. For
instance, in 2015, Quebec approved Arianne Phosphate Inc.'s application to build the $1.2 billion Lac à Paul
phosphate mine project in the province. Phosphate is expected to account for 20.9% of industry revenue in 2020, up
from 19.2% in 2015.

ALL OTHER

Other fertilizer products such as ammonium polyphosphate, sulphur
solutions and fertilizers, as well as mixed fertilizer materials are expected
to account for 12.6% of industry revenue in 2020, up from 10.7% in 2015.

Although these fertilizers represent the industry's smallest share of revenue, some are vital to the success of certain
crops. For example, sulphur fertilizers are used extensively in the production of crops such as canola and alfalfa,
which require higher levels of sulphur than most other crops.

Demand
Determinants

Agricultural industries are the major markets for operators in the Fertilizer
Manufacturing industry in Canada.

Other markets include nurseries, golf courses and landscapers. Thus, demand for fertilizer products closely
correlates to the condition of the Canada and US agricultural economies and the level of farm sector income in each
market. The Canadian farming economy is largely influenced by weather conditions. In years of poor weather
conditions, pastures, wheat and crop harvests can be significantly reduced, limiting fertilizer use. By contrast, in
times of favourable weather conditions and high commodity prices, farmers are willing to apply more fertilizers on
crops in anticipation of higher yields and higher incomes. During difficult periods when plots of land are abandoned,
fertilizer is stockpiled for ensuing years. In addition, the level of industry demand may also be affected by the
community's perception of agricultural chemicals and their effect on the environment.

The crop nutrient business has become increasingly seasonal in recent years. The strongest level of demand occurs
in the spring planting season, with a second period of strong demand occurring after the fall harvest. In response,
many operators supplement full time employment with seasonal workers to keep up with fluctuations in demand.
During periods of low demand, manufacturers often build up their inventory levels or suspend production in some
instances.

Changes in international and domestic commodity prices can also markedly affect production, price and
subsequently farm incomes. Thus, the relative price of fertilizers is also an important factor. High fertilizer prices may
cause farmers to shift their resource allocation to less expensive, lower-yielding substitutes or otherwise reduce their
consumption of fertilizers. However, declining fertilizer prices during the period have kept demand for industry
products high.

Canadian and foreign government agricultural policies, world economic conditions and world trade of fertilizers and
agricultural products also affect demand from year to year. As a result, demand is expected to fall slightly as a result
of the COVID-19 (coronavirus) pandemic, which is expected to cause labour shortages and lower crop production in
downstream markets. The travel restrictions placed on migratory workers by the Canadian government are expected
to affect normal employment patterns in the agricultural industry, possibly reducing crop production. The expected
reduction in seeded land will inherently reduce demand for fertilizer products and result in a decline in industry
revenue. However, recent figures suggest that food consumption activity in Canada has been largely unaffected by
the spread of the coronavirus, actually increasing demand for certain food products. As a result, the forecast decline
in demand for fertilizer is expected to be minimal, with a forecast decline in 2020 revenue of 1.4%, similar to the
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decline in 2019.

Major Markets

  The Fertilizer Manufacturing industry in Canada services markets ranging
from the agricultural sector to commercial industries.

  Additionally, international markets play a prominent role for industry operators, especially the United States.

EXPORTS

Canada is one of the world's largest producers of nitrogen fertilizers.

Companies in this industry export a significant share of production to international markets, primarily to the United
States, as transportation costs are a significant outlay and shipping goods to the United States is comparably easy.
In 2020, fertilizer exports are expected to account for 31.7% of total industry revenue. This segment has fallen in
recent years due to lower fertilizer prices, decreasing the value of exported products. Over the five years to 2025,
exports are expected to continue to fall as a share of revenue, as total revenue growth is expected to outpace
growth in the value of exports.

CANOLA FARMING

In 2020, canola farming is expected to account for 15.3% of industry
revenue, up from 13.9% in 2015.

While the total hectarage of land seeded for canola in Canada has declined over the five years to 2020, this
segment has grown as a share of total farm receipts due to increased demand, due to its usefulness as both a feed
and as a biofuel food stock. Over the five years to 2025, IBISWorld expects this market segment to continue growing
as a share of revenue, primarily due to increased demand for use in biofuels.

WHEAT FARMING

Wheat farmers are forecast to account for 19.0% of industry revenue in
2020, up from 16.1% in 2015.

Over the past five years, the total amount of seeded hectarage for wheat farms has increased, although a decline in
the world price of wheat has minimized this segment's growth as a share of revenue. Over the next five years,
IBISWorld expects this segment to continue to grow, aided by forecast growth in the world price of wheat and
continued demand for wheat products from Canadian consumers.

TAME HAY FARMING

The tame hay farming segment consists of grass, alfalfa and mixtures of
grass and alfalfa.

This market segment's share of revenue is expected to decline over the five years to 2020. Overall, tame hay
farming is forecast to generate 8.1% of industry revenue in 2020.
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OTHER, INCLUDING COMMERCIAL INDUSTRIES

Other agriculture industries account for the remainder of agricultural
purchases.

This segment is forecast to generate 25.9% of industry revenue in 2020, up from 22.2% in 2015. Growth in this
segment has come from a variety of crops, including corn, oats and peas, which have all increased as a share of
seeded hectarage over the past five years. Fertilizers are also widely used by golf courses, landscapers and
nurseries. The home lawn and garden market is also included in this section. Over the five years to 2025, this
market segment is expected to experience slight growth, with hemp and soybeans expected to grow as a share of
the Canadian agricultural economy.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Decreasing

Exports

The value of exports in the Canadian Fertilizer Manufacturing industry is expected to fall at an annualized rate of
5.5% to $1.6 billion over the five years to 2020. The United States is typically the largest source of foreign demand
for industry goods and is expected to account for more than 98.0% of total exports in 2020. Other consistent
destinations include China, Australia and Mexico. Notably, this decline in export demand has occurred despite a
depreciation in the value of the domestic dollar, which would have made industry goods more cost effective in the
United States. However, imports of fertilizer products by the United States have fallen sharply over the past five
years. Therefore, the value of Canadian goods going to US markets has also fallen. In 2020, the value of industry
exports is forecast to grow 16.5% in 2020 due to increased reliance on Canadian fertilizer in downstream markets in
the United States. With disruptions in global trade due to the COVID-19 (coronavirus) pandemic, it is expected that
the United States will increase demand for fertilizer and fertilizer inputs from nearby trading partners, such as
Canada, while decreasing demand from countries such as China. This, combined with forecast growth in fertilizer
prices and expectations that demand from farmers in the United States will remain strong, will contribute to growing
demand. Over the five years to 2025, IBISWorld expects industry exports to grow an annualized 1.3% to $1.7 billion,
as a result of forecast growth in fertilizer prices and continued international demand for Canadian fertilizer products,
primarily nitrogenous fertilizers.

Imports

The value of fertilizer imports is expected to decrease at an annualized rate of 2.2% to $1.9 billion over the five
years to 2020. The forecast decline is primarily a result of decreased dependence from domestic producers on
phosphate imports, as some domestic operators have invested heavily in phosphate projects during the period. In
particular, Arianne Phosphate Inc.'s $1.2 billion Lac à Paul phosphate mine project is expected to contain about
590.0 million tonnes of phosphate reserves.

The majority of industry imports originate from the United States, which accounts for an estimated 77.6% of industry
imports in 2020, followed by Morocco, which is expected to account for 7.0% of industry imports; Russia, which
accounts for an estimated 4.8% of imports; and the Netherlands, which accounts for an estimated 3.2% of imports.
In addition to its proximity, the United States benefits from favourable trade conditions under the North American
Free Trade Agreement and a strong domestic industry (IBISWorld report 32531).
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Business
Locations

  Establishments in the Fertilizer Manufacturing industry in Canada are located principally in Quebec, which is expected to contain
29.0% of industry establishments in 2020. Ontario also contains a large share of industry establishments, primarily due to its
proximity to major markets in the United States. As a result, Ontario is expected to account for 21.2% of industry establishments in
2020. Other regions that account for a significant number of industry establishments include Alberta, which is forecast to account
for 15.5% of establishments and British Columbia, with 14.5% of establishments in 2020.

Most farming operations that use fertilizers are located in similar regions. For instance, close to an estimated 90.0% of the
Canadian Corn Farming industry's (IBISWorld report 11115CA) production occurs in Quebec and Ontario. This trend reflects
manufacturers' desire to be close to their markets given the nature of the production process and savings on transportation costs,
as the majority of fertilizer production in Canada is transported by rail. The level of industry concentration is also relatively
consistent with highly populated areas. Aside from the key agricultural market segment, the industry also accommodates
commercial users, such as golf courses, nurseries and home users. Further, Ontario and Quebec provide easy access to markets
in the United States, and more than one-quarter of industry revenue is generated through export sales, the vast majority of which
is destined for the United States.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

Concentration in the Fertilizer Manufacturing industry in Canada is moderate, with the top four players expected to
generate more than half of total industry revenue in 2020. The industry is composed of different types of companies.
While the industry's largest players are multinational companies with manufacturing capacity worldwide, most
domestic companies are fairly small, with more than 90.0% of industry establishments having fewer than 50 workers.
The industry's market share concentration has fluctuated in recent years, but in general has trended downward,
primarily due to an increase in the number of industry establishments. In addition, while new employers have been
entering the industry, some of the larger operators have not made similar investments in their domestic capacity. For
instance, CF Industries Holdings Inc., one of the industry's largest players, has not expanded its domestic capacity
at all over the five years to 2020. In fact, its production capacity domestically has declined. There has been some
merger and acquisition activity over the past five years, with the most prominent being the merger between Potash
Corporation of Saskatchewan Inc. and Agrium Inc., although the effect on this industry was not significant, as
Potash had minimal industry-relevant activity prior to the merger.

Key Success
Factors

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

Guaranteed supply of key inputs:
A guaranteed supply of key inputs, such as natural gas, can enable year-round production and a higher competitive
advantage for companies that do not have the same guarantee.

Access to the latest and most efficient technology and techniques:
Access to the latest technology can lower manufacturing costs and enable companies to produce higher quality
products for the market, thus increasing competition among producers.

Availability of resources:
Proximity to key materials, such as phosphate, ammonium, sulphur and natural gas, permits for a better profit
margin, as it reduces transportation costs and provides greater security in supply.

Economies of scale:
Increasing price competition from domestic and imported products has extended the need to generate economies of
scale.

Specialize in a product that is considered essential by legislators:
The Canadian government has classified fertilizer products and fertilizer inputs as essential products. The industry
was given this classification because it produces products required by essential agricultural industries.

Ability to continue paying suppliers during economic downturn:
Fertilizer manufacturers, specifically producers of nitrogen fertilizer, rely on a steady supply of natural gas to
maintain production. As a result, producers that are unable to pay natural gas suppliers will likely be forced to
suspend or halt production
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Cost Structure
Benchmarks

  Profit

Profitability is influenced by numerous variables, such as input costs,
investment costs, transportation costs and distribution and energy
costs. Industry operators have benefited from lower production costs,
partly due to the declining price of natural gas over the five years to
2020. Profit is also tied to the price of Canadian fertilizer products in
domestic and international markets. Fertilizer prices have fallen over
the past five years in response to an imbalance between global supply
and demand, and declining prices have caused profit to fall overall.
Overall, profit, measured as earnings before interest and taxes, is
expected to account for 4.4% of industry revenue in 2020, down from
9.6% of revenue in 2015.

 

  Wages

Total wage expenses are estimated to account for 8.5% of industry
revenue in 2020. Total wage expenses are expected to increase during
the five-year period, with increased industry participation and a rising
number of facilities requiring increased employment. Alternatively,
falling fertilizer prices have cut into industry revenue. As a result, wages
have risen as a share of industry revenue.
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  Purchases

Purchases are the most significant expense item in this industry. In
2020, purchases are estimated to account for 40.0% of industry
revenue. Purchases include raw materials, such as phosphate rock,
elemental sulphur, sulphuric acid and ammonia. Over the past five
years, the world price of phosphate rock has fallen, diminishing the cost
of a key input into the fertilizer manufacturing process. Still, purchase
costs are expected to grow as a share of industry revenue during the
period, as a result of price growth for other industry inputs.

 

  Marketing

Marketing expenses account for an estimated 2.4% of industry revenue
in 2020, up from 2.0% in 2015.

 

  Depreciation

Depreciation is estimated to account for 2.8% of industry revenue in
2020, up from 2.2% in 2015. Depreciation as a share of revenue can be
volatile in this industry, primarily because of volatility in selling prices,
while depreciation costs themselves tend to be fairly fixed.

 

  Rent

Rent expenses are estimated to account for 3.3% of industry revenue
in 2020. Rent expenses are fixed and have been stable over the past
five years.
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  Utilities

The cost of energy, mainly natural gas, is another significant expense
for industry operators. Energy costs are particularly critical to
manufacturing ammonia and nitrogenous fertilizers, but phosphate
fertilizer manufacturing is less energy intensive. Energy costs can
display high volatility. For instance, oil prices have fluctuated
considerably over the past five years, which has led to corresponding
volatility in the cost of ammonia and has adversely affected industry
profitability. Utilities are estimated to account for 4.0% of industry
revenue in 2020, up from 3.7% in 2015.

 

  Other Costs

The industry is highly regulated and compliance costs can be high due
to scrutiny by provincial authorities regarding environmental damages,
in addition to the usage of fertilizers for household lawns. Other costs
include commission, construction and transportation costs.
Transportation costs are a significant component of the final purchase
price. Thus, industry participants often sell to the customer that is
closest geographically. These costs are estimated to account for 34.6%
of industry revenue in 2020, up from 34.0% in 2015.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Fertilizer Manufacturing industry in Canada is highly competitive, with
the main basis of competition being price.

Variables that influence price include raw material prices, the degree of a given company's integration, the scale of
production and the cost of the transportation infrastructure used. However, other factors, such as specialized
fertilizer products and an effective supply network, can affect competition domestically as well.

The manufacturer's ability to provide purpose specific fertilizers and fertilizer blends, including those for specialty
crops, forms an important basis of product competition. To meet the specific requirements of farmers, manufacturers
can blend fertilizers to provide the appropriate nitrogen and phosphate levels needed. Moreover, as technologies
evolve and downstream stakeholders gain a stronger understanding of how best to maximize the productivity of their
land given the various resources at their disposal, demand can shift for different types of fertilizer.

The quality of the product and the security of supply can be another form of competition, as can the existence of
established relationships with customers. Transportation costs can be significant; thus, producers strive to keep
costs down by establishing facilities near end markets. The majority of major manufacturers offer widespread
distribution networks to ensure that farmers receive the most convenient service possible. For instance, Nutrien Ltd.
operates more than 1,000 retail outlets and numerous terminals and distribution facilities throughout North and
South America. Therefore, a good relationship with downstream retailers can provide a competitive advantage.

EXTERNAL COMPETITION

The industry also endures competition from international manufacturers
of fertilizer, including producers in Asia, South America and Europe.

Imports are expected to decline over the five years to 2020, as domestic producers have increased phosphate
production in recent years, lowering the need to import as much of it. Overall, imports satisfy an estimated 36.6% of
domestic demand in 2020, a figure that has declined over the past five years. Due to Canada's standing as one of
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the largest producers of industry products in the world, domestic operators are often able to capitalize on the
abundant supply and lower transportation costs to provide consumers with a lower price than international
producers, limiting the threat of external competition.

Barriers to
Entry

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

  The initial capital outlays required to enter the Fertilizer
Manufacturing industry in Canada are quite significant.
Operators require more than $500.0 million to construct a
competitive fertilizer plant. For example, nitrogen plants
that can produce 1.0 million metric tonnes of nitrogen
products cost between $700.0 million and $1.0 billion and
take two to three years to build, while phosphate plants
can cost more than $1.5 billion and take three to four
years to build. Recent plants have cost up to $2.5 billion,
excluding infrastructure outside of the plant, such as
natural gas lines, rail lines and cars and port facilities,
while also having a longer development time of five to
seven years. Taken together, these factors illustrate that
this industry has high barriers to entry.

The high concentration of manufacturers can also be a
barrier. Three major players are expected to account for
more than half of industry revenue and these operators
operate with economies of scale that enable them to
produce at a lower cost, which new operators will find
difficult to compete with. Large players also have
established brands and product identification. Many of
these players are fully vertically integrated. For example,
Nutrien Ltd. is involved in the manufacture, wholesale and
retail of fertilizer products through retail centres located
throughout the country, permitting the company to benefit
from economies of scale and presenting a formidable
barrier to entry for prospective competitors.

Environmental laws and regulations that the industry
experiences also form a significant barrier to entry. As
consumers become more aware of the adverse effects of
chemicals on humans, crops and animals, the degree of
regulation pertaining to the industry will rise. For example,
Ontario enacted a ban on certain lawn fertilizers that
negatively influenced industry operators. Therefore, new
industry participants will need to devote precious
resources and time to ensure they are complying with all
regulations.

Raw material and input costs are also significant. In the
case of phosphate fertilizers, the availability of raw
materials can act as a barrier to entry. With nitrogen
fertilizers, access to ammonia and inexpensive natural
gas supplies is important. Barriers to entry for phosphate
fertilizer production in Canada are greater, since the
domestic supply of phosphate is more limited than the
supply of nitrogen fertilizer inputs. As a result, barriers to
entry for this industry are expected to remain high.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Fertilizer Manufacturing industry in Canada has a high level of globalization, reflecting ownership patterns and trade
activity. Large industry players, such as CF Industries Holdings Inc. and Yara International ASA, are multinational
corporations, while various smaller foreign players also have domestic manufacturing facilities. Of the larger domestic-
owned corporations with billions in total revenue, many of them derive a considerable portion of their revenue from
international operations. For instance, Nutrien Ltd. generates the majority of its net earnings outside of Canada. Foreign
investment also plays a significant part in the competitiveness and viability of this industry. Major players are able to
expand and upgrade facilities within Canada through returns generated from foreign production and sales.

Nitrogen-based fertilizers are considered to be a global commodity since they are produced and traded in most global
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regions. Commonly traded forms of nitrogen fertilizers include ammonia and urea. In fact, given its relative safety in terms
of handling, storage, transportation and usage, urea is the most widely traded nitrogen fertilizer. Less commonly traded
forms include ammonium nitrate and urea ammonium nitrate. The latter requires a high amount of water content, which
results in high transportation costs.

Further reflective of the industry's high level of globalization is the significant amount of international trade. In 2020,
exports are forecast to account for almost one-quarter of industry revenue, while imports account for an estimated 36.6%
of domestic demand. However, the industry consistently operates a trade deficit, indicating that it is not reliant on income
from trade for overall growth. Further, IBISWorld expects the gap between industry imports and exports to shrink in 2020,
with demand for ammonia exports to the United States expected to grow due to a reduced level of trade between the
United States and China, the world's largest producers of fertilizers. As one of the world's largest producers of nitrogen
fertilizer, Canadian operators may experience other opportunities for growth through trade over the next few years if
global supply chains continue to be disrupted by COVID-19 (coronavirus) protocols.
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Major Companies

Major Players Nutrien Ltd.

Market Share: 32.5%

  In 2016, Agrium Inc. (Agrium) entered into a merger of equals with the Potash Corporation of Saskatchewan Inc.
(Potash) to create Nutrien Ltd. (Nutrien). The merger was approved in 2017 and officially finalized in January 2018.
Agrium, headquartered in Calgary, was the largest fertilizer company in Canada, operating principally in Canada, the
United States and Argentina. Following the merger, the combined company employs more than 20,000 workers and
is headquartered in Saskatoon, Saskatchewan. According to Nutrien's 2019 annual report, the company generated
$26.6 billion in total revenue over the year (latest data available).

Nutrien has five segments, which include crop nutrients, crop protection, seed, merchandise and service and other.
Industry-relevant fertilizer manufacturing activities are accounted for in the crop nutrients segment. Notably, Potash
had previously had no industry-relevant operations, so the company's industry-relevant activities have changed little
despite the merger. The company has six fertilizer manufacturing facilities in Canada, all of which are located in
Alberta. The company generates nearly one-third of its nitrogen production and an estimated one-third of its
phosphate fertilizer production at its domestic facilities. Company products are used in a wide array of markets, with
corn being the largest market according to the company's latest annual report.

Notably, in addition to its manufacturing facilities, the company also has significant retail facilities across North and
South America. Part of the appeal to the two companies behind this merger was combining Potash's phosphate and
potash mining reserves with Agrium's gigantic retail network. Since the merger, the company has announced a few
additional acquisitions. For example, in February 2019, Nutrien announced it would acquire Actagro LLC, a
manufacturer of soil and plant health products, although this company's manufacturing facilities are in the United
States.

Financial performance

The company has only been in existence since 2018 and so there is no financial data for the five years to 2020
overall. However, the company did release 2017 revenue taking into account the combined revenue from Agrium
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and Potash. Prices for industry products appear to have improved between 2017 and 2018, which helped to
increase industry-relevant revenue, although the company did boost production of both nitrogen and phosphate
fertilizers between 2017 and 2018 as well. However, a downturn in crop prices in 2019 resulted in less crop
production that year, ultimately lowering downstream demand for industry products. Additionally, Nutrien converted
its Redwater production facility to nitrogen operations, which seems to have resulted in lost production for the
company that year. With the Redwater facility expected to be fully functional in 2020, IBISWorld expects a rebound
in industry-relevant revenue. However, the trend of poor industry performance is expected to continue in 2020, with
crop prices expected to rebound somewhat but planting expected to fall for a second consecutive year, due to
expected labour shortages and a poor economy resulting from the COVID-19 (coronavirus) pandemic. As the
industry's largest operator, industry volatility over the past few years has minimized industry-relevant growth. Since
Nutrien is a vertically integrated company, it is highly susceptible to changes in the overall industry and economy.
Overall, the company's industry-relevant revenue is expected to grow to $1.6 billion in 2020. Nutrien's industry-
relevant operating profit, defined as earnings before interest and taxes, is also forecast to grow during the same
period, rising to $339.4 million, although this is taking into account 2017 profit, which is before the companies were
able to synergize operations via the merger.

 
Nutrien Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,524.5 N/C 93.8 N/C
2018 1,800.4 18.1 356.7 280.3
2019 1,292.8 -28.2 295.9 -17.0
2020 1,589.8 23.0 339.4 14.7

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

CF Industries Holdings Inc.

Market Share: 12.5%

  CF Industries Holdings Inc. (CF Industries) is one of the leading nitrogen and phosphate fertilizer manufacturers
within the North American region. The company gained this status in April 2010, after acquiring Terra Industries Inc.
for $5.2 billion. Initially founded in 1946 as a fertilizer brokerage operation, the Deerfield, IL-based CF Industries
then grew its distribution capabilities before diversifying into fertilizer manufacturing. The company currently employs
a workforce of more than 2,500 full-time and 100 part-time workers. CF Industries reported total revenue of $6.1
billion in 2019 (latest data available).

The company operates in this industry through its two nitrogen fertilizer production facilities in Canada, although it
also maintains nitrogen fertilizer production facilities in the United States and two in the United Kingdom. The
company's principle fertilizer products are ammonia, granular urea, urea ammonium nitrate (UAN) solution and
ammonium nitrate, although it also produces diesel exhaust fluid, urea liquor, nitric acid and compound fertilizer
products. As of 2019, 16.4% of the company's ammonia manufacturing capacity is in Canada, as is a comparable
share of its urea manufacturing capabilities. The company generates more than $1.0 billion each in global revenue
from sales of ammonia, granular urea and UAN.

Over the five years to 2020, the company has made significant changes to its underlying business, although few
have been industry relevant. In 2015, the company acquired the remaining 50.0% stake in its United Kingdom
operations. In 2016, the company abandoned its plans to acquire the Dutch fertilizer company, OCI NV. The deal
was valued at $10.2 billion and would have led to a combination of massive nitrogen facilities, and it was estimated
that the combined entity would have been the largest publicly traded nitrogen company in the world. Both the
companies had to abandon the deal as the United States Treasury Department raised issues due to the nature of
the deal. The deal relied on a corporate inversion to save on taxes by keeping corporate profit outside the United
States and not paying the relatively higher US tax rate.

Financial performance
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Revenue for CF Industries has fluctuated wildly over the five years to 2020. The company performed well in 2015,
when fertilizer prices were high. However, prices began to fall in 2016, cutting into revenue, as the value of ammonia
sales declined more than one-third and UAN sales fell 20.0% that year. These price declines also had a direct effect
on the company's industry-relevant profit, which fell significantly in 2016 and 2017. Sales figures began to recover
over the next three years, but are not expected to return to the highs of 2015. Notably, the company's industry-
relevant capacity has been static over the past five years, which has prevented it from experiencing any significant
growth. In fact, domestic capacity of urea has declined since 2016, while UAN and ammonia capacity have
remained the same. Declining prices have also hurt profitability over the past five years. Overall, IBISWorld
estimates that company revenue has declined an annualized 6.6% to $611.7 million over the five years to 2020. The
company's industry-relevant operating profit, defined as earnings before interest and taxes, is expected to decline an
annualized 10.8% to $130.3 million during the same period.

 
CF Industries Holdings Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 860.8 N/C 231.0 N/C
2016 489.5 -43.1 112.0 -51.5
2017 539.4 10.2 56.7 -49.4
2018 583.6 8.2 120.8 113.1
2019 623.0 6.8 159.3 31.9
2020 611.7 -1.8 130.3 -18.2

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

Yara International ASA

Market Share: 11.8%

  Yara International ASA (Yara) operates domestically through its subsidiary, Yara Canada Inc., although its industry-
relevant activities are covered under another subsidiary, Yara Belle Plaine Inc. The company was founded in 1905
as Norsk Hydro ASA, although Yara was incorporated in 2004 following a demerger. Yara has operations in more
than 60 countries on every continent and sells its products in more than 160 countries. The company reported total
revenue of $17.2 billion in 2019 and employs more than 15,000 people (latest data available).

Yara operates in this industry through its production segment, which manufacturers fertilizers by creating nitrogen-
based products and managing phosphate mines. Yara has operated in Canada since 1996, when it purchased
Nutrite, a company that operated several blending plants and an import terminal in Contrecoeur, QC. The company's
primary manufacturing activities take place at its Belle Plaine, SK, facility, which it acquired in 2008. There, the
company operates one nitric acid plant, one urea granulation plant and one ammonia plant.

Over the five years to 2020, Yara has made no industry-relevant domestic acquisitions. However, it has slowly
expanded its production capacity at its Belle Plaine facility, which employs about 200 people. While its ammonia
capacity has remained the same for the past five years, it has slightly increased its production capacity of urea and
urea ammonium nitrate. Notably, the company at one point had plans to invest more than $2.0 billion into expanding
capacity at this facility, but it called off these plans in 2013 due to unfavourable price conditions.

Financial performance

Yara's industry-relevant revenue is expected to grow over the five years to 2020, rising at an annualized rate of
0.2% to $575.9 million. While the company has expanded capacity slightly at its facilities over the past five years,
poor pricing conditions have limited revenue growth. For the most part, the company's industry-relevant revenue
activities have followed the company's overall revenue trends. Additionally, the company's industry-relevant
operating profit is expected to decline during the period, in response to lower fertilizer prices, low natural gas prices
and lower food prices. Overall, Yara's industry-relevant operating profit, defined as earnings before interest and
taxes, is forecast to decline an annualized 15.0% to $35.1 million over the five years to 2020. In fact, Yara reported
a loss in global operating income for its production operations in 2018, highlighting the industry's volatile nature
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during the period.

 
Yara International ASA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 569.1 N/C 79.3 N/C
2016 508.2 -10.7 32.6 -58.9
2017 485.4 -4.5 13.7 -58.0
2018 518.4 6.8 6.7 -51.1
2019 540.2 4.2 32.6 386.6
2020 575.9 6.6 35.1 7.7

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

Other Companies The Fertilizer Manufacturing industry in Canada had a moderate level of market share concentration, with a few
large operators that generate the majority of industry revenue. Due to the industry's high barriers to entry and the
difficulty in competing with the major players, most of the remaining operators are small, with a focus on the
production of a few specific products. As a result, none of the remaining operators are expected to generate more
than a 1.0% share of the market in 2020.

SynAgri

  Market Share: 0.7%
  SynAgri is the largest private company that produces crop inputs in the Quebec and Eastern Ontario territories. The

company was created in 2002 following the merger of Cargill Incorporated and Nutrite, a subsidiary of Yara
International ASA. SynAgri employs more than 150 workers full-time and relies on seasonal workers to provide
additional labour during peak periods. SynAgri insists that environmental protection is one of its primary objectives,
with a concentrated focus on the optimal use of mineral fertilizers and the practices of sustainable agriculture. The
company operates in the industry through its 3-star and 5-star fertilizer products, which both use the Microsyn
process. The Microsyn process delivers granules to crops and soil that contain micronutrients based on crop
requirements. SynAgri maintains that this process optimizes the delivery of nutrient granules, enabling more uniform
distribution of nutrients than concentrated fertilizers. SynAgri is private and does not release any financial data.
However, IBISWorld expects the company to generate $32.6 million in industry-relevant revenue through its two
Canadian production facilities in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Fertilizer Manufacturing industry in Canada has a high
to moderate level of capital intensity, reflecting the
significant capital required to operate a fertilizer
manufacturing plant. The cost of building a new facility can
often be hundreds of millions of dollars and upgrades to
bolster competitiveness and improve economies of scale
also require large investments of capital. In 2020, industry
operators are expected to spend $0.33 on capital for every
$1.00 spent on labour. Capital Intensity has increased
slightly when compared with 2015 as operators have
increased investments in machinery and automation. In
addition, industry performance has been sluggish over the
five years to 2020 due to declining fertilizer prices and
economic uncertainty, resulting in minimal wage growth.
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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.

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

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.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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.

In the Fertilizer Manufacturing industry in Canada, major technological
changes have occurred in refining the products and nutrients.

Operators have begun installing topping turbines to replace older technology on gas compressors in ammonia plants to
improve energy efficiency. Changing the composition of traditional fertilizer is not only cost friendly, but increases
productivity of crops by providing the required nutrients. These changes do enable the industry to adopt rather than get
disrupted. The industry can potentially be disrupted if crops are genetically modified to enable them to grow faster and yield
more to the point that the cost of using fertilizers outweigh the benefits. However, it is unlikely that this will happen in the
foreseeable future as fertilizers improve soil quality, which has positively affected crop growth.

The level of technology change is    Medium

  While the components of finished fertilizer products are relatively basic
chemicals, manufacturers in the Canadian Fertilizer Manufacturing industry
use highly developed technologies to produce various fertilizer products.

These technologies vary depending on the nutrients produced. For bulk fertilizers, manufacturing plants tend to be large,
capital intensive and reliant on economies of scale for profitability. In contrast, smaller manufacturing plants tend to produce
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specialty products geared at particular geographic regions, with specific soil or weather characteristics. Fertilizers are
essentially commodity products that are used by farmers across the globe.

Nitrogen fertilizers are manufactured by combining nitrogen and hydrogen in the presence of a catalyst to form ammonia.
The vast majority of nitrogen-based fertilizers are derived from ammonia, which is then used either directly as a fertilizer or
combined with phosphoric acid to produce mono-ammonium phosphate and diammonium phosphate, with carbon dioxide
to form urea or nitric acid to form ammonium nitrate.

Fertilizer manufacturers focus on improving manufacturing technologies, increasing fertilizer production and efficiency and
improving product quality. In recent years, manufacturers have upgraded these facilities to meet more stringent
environmental regulations and standards. Some operators have begun installing topping turbines to replace older
technology on gas compressors in ammonia plants to improve energy efficiency. Further, since the manufacturing process
of some industry goods can produce nitrous oxide, a powerful greenhouse gas, operators have been investing in carbon
capture and nitrous oxide abatement technology that can reduce or capture emissions for further use. The main area of
recent technological development has involved the development of purpose-specific fertilizers. Operators are incorporating
trace elements (e.g. copper, manganese, zinc, iron and cobalt) into fertilizers and developing new products for specific
applications. Special slow-release or coated fertilizers are being developed to help increase productivity by reducing
nutrient loss. These products control or delay the release of nutrients in line with crop requirements.

Oil companies are also developing technologies to produce hydrogen from natural gas and other fossil fuels in a more
environmentally friendly manner. As a result, less fossil fuels will be required to produce the same amount of hydrogen for
fertilizer manufacturing. This development, combined with the low-price environment of natural gas in recent years, could
reduce production costs. Manufacturers of nitrogen fertilizer are among the largest users of hydrogen in the world.
Moreover, industry research is directed toward maximizing the use of fertilizers. Industry operators are focusing on quality
to improve the effectiveness of fertilizer products that are suitable for a range of soil, climatic conditions, crops and fields.

Revenue
Volatility

The level of volatility is    Medium

  The Fertilizer Manufacturing industry in Canada has a moderate level of
volatility.

Fertilizer is an internationally traded good and so the price of fertilizer is a function of global supply and demand conditions
and that balance can be highly volatile. For example, in recent years there has been consistent growth in global fertilizer
output but demand has been somewhat weaker, which has resulted in falling prices that can cut into the value of industry
goods. Natural gas is an input into the fertilizer production process, so the price of natural gas, which is also highly volatile,
plays a role in the performance of this industry, as input price increases are often passed along to consumers in the form of
higher product prices. In addition, domestic farming activity, a key demand determinant, can fluctuate as it is susceptible to
changes in climatic conditions and commodity prices.

Further, since fertilizer is an internationally traded good, demand from external markets can play a role in industry
performance. The vast majority of industry exports are bound for the United States and exports have been highly volatile
over the five years to 2020, with multiple years of double-digit swings. The strength of the domestic dollar relative to the US
dollar can affect trade levels, as does US production of fertilizer and the availability of cost-effective products from other
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trade partners. Potential supply chain disruptions caused by closures and restrictions due to the COVID-19 (coronavirus)
pandemic could increase revenue volatility over the next few years, by making products harder and more expensive to
transport.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Companies in the Fertilizer Manufacturing industry in Canada are subject to
various federal and provincial regulations relating to the protection of the
environment, manufacturing of fertilizers and transportation of fertilizers.

The Fertilizers Act, a federal law enacted by Parliament in 1985 and last amended in 2006, regulates the usage of fertilizers
throughout Canada and provides authority to certain government agencies to regulate the industry. In addition, federal and
provincial regulations impose limitations on the discharge of materials into the environment. As a result of government
regulation in this industry, most companies have developed extensive environmental, health and safety policies and
procedures that include the proper handling, storage and disposal of hazardous materials. Although manufacturers design
their equipment and manufacturing process to comply with these standards, the regulations have nonetheless increased
the price of the equipment and the cost of production. Additionally, any fertilizers that are imported and sold within Canada
are regulated by the Canadian Food Inspection Agency and must be in compliance with its standards.

The spread of COVID-19 (coronavirus), is expected to have a moderate effect on industry operations, with the Canadian
government labelling it as an essential industry. The largest regulatory effect the industry is expected to experience as a
result of coronavirus will likely result from changes to migration policies, which could threaten the agricultural workforce,
ultimately lowering the amount of farming activity and demand for industry products.

INDUSTRY ASSOCIATIONS AND STANDARDS

Fertilizer Canada is an industry association that represents companies
operating in the industry.

The institute provides its members with industry news, research, sponsored events, networking opportunities and the
lobbying of local and state authorities.

Industry
Assistance

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

The Fertilizer Manufacturing industry in Canada is supported by federal and
provincial programs.

However, it does not receive any tariff protection from rival imported products. Furthermore, the International Fertilizer
Industry Association (IFA) is a global industry association that advocates on behalf of operators in the industry on issues
related to regulations, plant nutrients and operating environments for companies in various parts of the world. The
association has 525 members in 85 countries and key personnel of major players of this industry sit on the board of the
association representing North American fertilizer companies. Meanwhile, Fertilizer Canada is a domestic association that
represents Canadian manufacturers, wholesalers and retail distributors, and it works closely with industry operators and
government sources to lobby for the industry.

Many industry operators have the potential to apply for a variety of business relief programs offered by the Canadian
government in the wake of the COVID-19 (coronavirus) pandemic. Due to the makeup of the industry, many small
operators may qualify for the Canada Emergency Business Account interest-free loan of up to $40,000. Conversely, large
operators may qualify for the Large Employer Emergency Financing Facility, which would provide financing of $60.0 million
or more to qualifying businesses. Further assistance from the government was offered by the decision to delay the payment
of income taxes, until after August 31, 2020, providing operators with more time to make that money useful.
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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)

Price of
Fertilizer

(Index)
2011 5,201 1,898 253 181 3,897 2,161 1,595 312 4,635 91.8
2012 5,443 2,053 251 177 4,396 2,246 1,727 360 4,925 100.0
2013 4,832 1,211 259 184 4,342 2,028 1,721 394 4,525 90.3
2014 5,121 1,242 279 198 4,419 1,700 1,830 382 5,251 91.0
2015 5,452 1,044 274 196 4,429 2,053 2,147 400 5,546 95.9
2016 5,231 942 289 208 4,813 1,867 1,753 445 5,117 85.6
2017 4,628 733 305 219 4,832 1,450 1,772 413 4,950 80.8
2018 5,008 927 299 215 5,259 1,260 1,969 416 5,716 81.9
2019 4,953 891 297 214 5,264 1,331 2,255 416 5,877 82.4
2020 4,885 766 300 216 5,259 1,550 1,925 414 5,259 84.8
2021 5,035 889 307 222 5,413 1,571 2,052 426 5,516 88.0
2022 5,127 907 312 225 5,522 1,595 2,103 435 5,635 91.2
2023 5,207 928 318 229 5,630 1,616 2,147 443 5,738 93.9
2024 5,286 946 322 232 5,723 1,636 2,190 450 5,840 96.5
2025 5,365 960 326 235 5,815 1,657 2,233 457 5,941 99.5

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Price of

Fertilizer (%)
2011 33.0 97.2 -6.65 -7.18 16.2 26.7 54.6 15.5 43.2 25.4
2012 4.66 8.16 -0.80 -2.21 12.8 3.90 8.24 15.5 6.25 8.90
2013 -11.2 -41.0 3.18 3.95 -1.23 -9.71 -0.34 9.38 -8.11 -9.75
2014 5.98 2.56 7.72 7.60 1.77 -16.2 6.35 -3.20 16.0 0.80
2015 6.47 -16.0 -1.80 -1.02 0.22 20.8 17.3 4.92 5.60 5.41
2016 -4.07 -9.78 5.47 6.12 8.67 -9.09 -18.4 11.1 -7.74 -10.8
2017 -11.5 -22.2 5.53 5.28 0.39 -22.3 1.12 -7.06 -3.25 -5.64
2018 8.20 26.5 -1.97 -1.83 8.83 -13.1 11.1 0.62 15.5 1.45
2019 -1.11 -3.88 -0.67 -0.47 0.09 5.61 14.6 -0.13 2.81 0.62
2020 -1.37 -14.1 1.01 0.93 -0.10 16.5 -14.7 -0.37 -10.5 2.84
2021 3.07 16.2 2.33 2.77 2.92 1.36 6.61 2.94 4.87 3.85
2022 1.81 2.01 1.62 1.35 2.01 1.48 2.49 1.97 2.16 3.59
2023 1.57 2.23 1.92 1.77 1.95 1.32 2.07 1.88 1.83 2.90
2024 1.51 1.98 1.25 1.31 1.65 1.27 2.01 1.62 1.77 2.82
2025 1.48 1.45 1.24 1.29 1.60 1.24 1.97 1.57 1.74 3.06

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 36.5 34.4 41.6 1,335 6.00 15.4 80,062
2012 37.7 35.1 41.3 1,238 6.62 17.5 81,961
2013 25.1 38.0 42.0 1,113 8.16 16.8 90,765
2014 24.3 34.9 33.2 1,159 7.45 15.8 86,332
2015 19.1 38.7 37.7 1,231 7.34 16.2 90,382
2016 18.0 34.3 35.7 1,087 8.50 16.7 92,416
2017 15.8 35.8 31.3 958 8.93 15.8 85,555
2018 18.5 34.4 25.2 952 8.31 17.6 79,102
2019 18.0 38.4 26.9 941 8.39 17.7 78,932
2020 15.7 36.6 31.7 929 8.48 17.5 78,722
2021 17.7 37.2 31.2 930 8.46 17.6 78,736
2022 17.7 37.3 31.1 928 8.48 17.7 78,703
2023 17.8 37.4 31.0 925 8.50 17.7 78,650
2024 17.9 37.5 31.0 924 8.51 17.8 78,630
2025 17.9 37.6 30.9 923 8.52 17.8 78,607

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

International Fertilizer Association
http://www.fertilizer.org

Canpotex
http://www.canpotex.com

Fertilizer Canada
http://www.fertilizercanada.ca

AGProfessional
http://www.agprofessional.com

Agriculture and Agri-Food Canada
http://www.agr.gc.ca

Industry Jargon FUTURES MARKET
An auction market where participants buy and sell commodities or future contracts for delivery on a specified future
date.

MONO-AMMONIUM PHOSPHATE
A type of high analysis fertilizer used to generate higher yields in pastoral activities.

N FERTILIZERS
A nitrogen-based fertilizer.

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
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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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