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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Paint Manufacturing industry in Canada has been adjusted to decline 16.1% in 2020 alone due
falling oil prices. For more detail, please see the Current Performance chapter.

· Industry profit is expected fall in 2020 due to supply chain disruptions. For more detail, please see the Cost
Structure Benchmarks chapter.

· Revenue volatility is expected to be moderate, with the industry being subject to a variety of conflicting forces. For
more detail, please see the Revenue Volatility chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in the Paint Manufacturing industry in Canada produce various paints, timber finishes and other surface

coating products to decorate and protect surfaces against wear, weather and corrosion. Key products include paints,
varnishes, lacquers, stains, wood fillers, paint thinners and removers. This industry does not manufacture artist’s
paint.

Major Players RPM International Inc.

Main Activities The primary activities of this industry are:

Manufacturing architectural coatings

Manufacturing latex, oil and enamel paints

Manufacturing epoxy coatings and wood fillers

Manufacturing primers

Manufacturing industrial product finishes and motor vehicle paints

Manufacturing lacquers, shellac, stains and varnishes

Manufacturing paint and varnish removers and thinners

Manufacturing polyurethane and powder coatings

Manufacturing water-repellent coatings for wood, concrete and masonry

The major products and services in this industry are:

Architectural coatings

Industrial coatings and finishes

Automotive coatings

Other coatings and finishes
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Supply Chain

SIMILAR INDUSTRIES

Wood Panelling Manufacturing in
Canada

Coated & Laminated Paper
Manufacturing in Canada

Adhesive Manufacturing in
Canada

Cosmetic & Beauty Product
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Paint Manufacturing in the US Automotive Coatings
Manufacturing

Paint and Coatings Manufacturing
in Australia

Paint Manufacturing in China

Paint, Coatings & Printing Ink
Manufacturing in the UK

Paint and Coatings Manufacturing
in New Zealand
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Industry at a Glance
Key Statistics

$1.9bn
Revenue

Annual Growth

2015–2020

-8.1%

Annual Growth

2020–2025

1.4%

Annual Growth

2015–2025

 

$120.9m
Profit

Annual Growth

2015–2020

-14.2%

  Annual Growth

2015–2020

 

6.4%
Profit Margin

Annual Growth

2015–2020

-2.6pp

  Annual Growth

2015–2020

 

220
Businesses

Annual Growth

2015–2020

-4.3%

Annual Growth

2020–2025

-1.5%

Annual Growth

2015–2025

 

4,552
Employment

Annual Growth

2015–2020

-8.2%

Annual Growth

2020–2025

-0.4%

Annual Growth

2015–2025

 

$265.0m
Wages

Annual Growth

2015–2020

-7.5%

Annual Growth

2020–2025

-0.1%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-4.1%
World price of crude oil

1.9%
Value of residential construction

2.2%
Housing starts

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Steady

  Competition
High / Steady

 

Key Trends

 Major downstream industries have competed with varying
issues, which have affected industry revenue

 Foreign products have become increasingly more expensive
in the Canadian market

 Industry profit has been threatened by falling sales volumes
and the fluctuating price of crude oil

 Continued growth in US markets will likely assist industry
operators through increased export opportunities

 With the CEER index remaining relatively low, this is
expected to result in slowly growing demand from imports

 The industry's business growth will likely retain a moderate
level of revenue volatility

 The industry has exhibited poor performance due to
countervailing trends in key downstream markets
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  World price of crude oil

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Value of residential construction
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Executive Summary Double coat: An increase in oil prices is anticipated to pressure industry
profit

The Paint Manufacturing industry in Canada produces a variety of paints and industrial coating products that are
primarily sold to downstream manufacturing and construction markets. The industry is mature, with clearly defined
product lines that satisfy well-established consumer and industrial markets. The industry has exhibited poor
performance over the five years to 2020 due to countervailing trends in key downstream markets. Furthermore, the
COVID-19 (coronavirus) pandemic is expected to result in plummeting commodity prices and disrupt the industry's
supply chain in 2020. As a result, IBISWorld projects industry revenue will decrease at an annualized rate of 8.1% to
$1.9 billion over the five years to 2020, with an expected decline of 16.1% in 2020 alone.

Typically, the wide number of applications for industry products typically insulate the industry from significant
movement in demand from any one industry. However, with crude oil being a key input into manufacturing some
industry products, falling crude oil prices have pressured industry prices. As a result, various extraction industries
experienced have decreased revenue due to declining oil prices over the past five years. This cut into demand for
relevant manufactured goods, such as machinery, slashing demand for related infrastructure. Moreover, the
domestic automobile manufacturing industry has experienced strong declines, offsetting any positive construction
trends over the past five years. Consequently, industry profit, measured as earnings before interest and taxes, is
expected to account for 6.4% of revenue in 2020, down from 9.0% in 2015.

Although the industry is anticipated to recover over the five years to 2025, operators will likely continue to endure
volatile operating conditions. While oil prices are projected to be less volatile during the outlook period, an increase
in oil prices is anticipated to pressure industry profit. However, rising oil prices will likely put upward pressure on
prices, and increased activity in energy markets is expected to stimulate demand for numerous products that require
industry paints and protective coatings. Furthermore, rising interest rates and elevated debt levels are forecast to
hinder Canadian housing starts, which will likely slow the industry's recovery. Consequently, IBISWorld projects
industry revenue will increase at an annualized rate of 1.3% to $2.0 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Value of residential construction

Residential construction is a key market for both exterior and interior architectural paint. An increase in the value of
construction indicates growing demand for new construction projects, spurring demand for paint. The value of
residential construction is expected to decrease in 2020.

 

Housing starts

Housing construction creates new markets for industry products, as new houses need exterior and interior paint and
coatings. As a result, a surge in the number of housing starts per year will likely lead to increased annual industry
revenue. Housing starts are expected to decrease in 2020.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates of the
Canadian dollar against the currencies of Canada's major trading partners. An increasing CEER index makes
imported industry products less expensive and more price competitive against local goods. Conversely, when the
dollar depreciates, Canadian products are more attractive on the international market. The CEER index is expected
to decrease in 2020, representing a potential opportunity for the industry.

 

World price of crude oil

Petroleum, a crude oil product, is a major input in the paint manufacturing process. When the cost of crude oil
decreases, the cost of petroleum also declines, enabling paint manufacturers to pass the cost savings on to
consumers. Due to the COVID-19 (coronavirus) pandemic, the world price of crude oil is expected to decrease in
2020, posing a potential threat to the industry.
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Current
Performance

The Paint Manufacturing industry in Canada primarily produces a variety
of architectural paint, automotive and industrial coating products and
sells them to construction and manufacturing markets.

Over the five years to 2020, the industry has demonstrated poor performance in response to changing downstream
conditions. For instance, a significant decline in the world price of crude oil has put negative pressure on product
prices over the past five years. In addition, declining prices have resulted in falling expenditure from downstream
extraction companies, which has diminished demand from a variety of related industries that require industry
products, thus constraining demand. Moreover, the COVID-19 (coronavirus) pandemic is anticipated to further
hinder industry operations due to falling industrial activity and supply chain disruptions. As a result, IBISWorld
projects industry revenue will decrease at an annualized rate of 8.1% to $1.9 billion over the five years to 2020,
including an expected decline of 16.1% in 2020 alone.

DOWNSTREAM DEMAND

The various applications for industry products typically insulate the
industry from significant movement in demand from any one industry.

However, major downstream industries have competed with varying issues, which have affected industry revenue
over the past five years. For example, one of the largest sources of demand is residential housing. While housing
starts plummeted in 2013 due to fears of a crash, industry revenue remained positive due to other sectors
supporting the industry. However, a particularly strong year for domestic housing starts in 2017 did not reflect or
offset poor industry performance that same year.

In addition, demand for industry products has also been negatively affected by several prevailing trends over the
past five years. Crude oil is a key input into manufacturing some industry products, and therefore, the falling price of
crude oil can pressure industry prices. Meanwhile, various extraction industries have experienced decreased
revenue due to declining oil prices. This has cut into demand for relevant manufactured goods, such as machinery,
slashing demand for related infrastructure. Furthermore, the industry is also reliant on the Car and Automobile
Manufacturing industry in Canada (IBISWorld report 33611aCA), which has experienced divestitures and strong
declines over the five years to 2020. Consequently, poor operating conditions, coupled with the coronavirus
pandemic affecting the overall Canadian economy, have hindered overall industry performance.

INTERNATIONAL TRADE

With domestic operations plummeting over the past five years,
international trade performance has grown in significance for operators.

Due to the lack of trade barriers and the size of US markets, the United States has long been the industry's largest
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trade partner. Prior to the coronavirus pandemic, construction markets in the United States had been very strong,
with a falling the Canadian effective exchange rate (CEER) index supporting significant growth in demand for
domestic products abroad. The CEER index is a weighted average of bilateral exchange rates of the Canadian
dollar against the currencies of Canada's major trading partners. A decreasing CEER index makes Canadian
products more attractive on the international market. As a result, IBISWorld projects the value of industry exports to
increase at an annualized rate of 0.4% to $560.5 million over the five years to 2020.

Meanwhile, IBISWorld expects the value of industry imports to decrease at an annualized rate of 0.9% to $1.5 billion
over the past five years. Due to the restriction of movement for traded goods during the coronavirus pandemic,
industry imports declined in 2020. Moreover, foreign products have become increasingly more expensive in the
Canadian market due to a depreciating Canadian dollar. However, imports are estimated to satisfy 52.9% of
domestic demand in 2020, up from 40.1% in 2015, posing a growing threat for domestic operators.

INDUSTRY STRUCTURE

The industry has a low level of market share concentration, with many of
the industry's largest companies being foreign-owned and operate in
Canada through subsidiaries.

Although the industry features a wide variety of operators, with the largest operators being multinational giants, it
also contains various smaller operators that primarily serve their smaller markets. Consequently, these larger
companies have valuable, well-known brand names and operate on an international scale, enabling them to
negotiate contracts with suppliers and keep costs and consumer prices low. As a result, the number of industry
establishments is projected to decline an annualized 4.3% to 262 business locations over the five years to 2020.
Although barriers to entry are moderate, they have risen, pressuring operators to remain efficient. Consequently,
industry employment is projected to fall, declining an annualized 8.2% to 4,552 workers over the past five years.

In addition, industry profit has been threatened by falling sales volumes and the fluctuating price of crude oil, a major
input to industry products. Therefore, larger industry operators have reduced their workforce to remain profitable.
Through such cost-cutting measures, industry players have largely managed to keep profit steady. Coupled with the
coronavirus pandemic, industry profit, measured as earnings before interest and taxes, is expected to account for
6.4% of revenue in 2020, down from 9.0% in 2015.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

($US per
barrel)

2011 2,060 557 423 352 4,561 362 1,118 248 2,817 104
2012 2,903 685 387 323 5,888 426 1,251 313 3,728 105
2013 3,288 737 331 276 6,550 408 1,280 351 4,160 104
2014 3,160 819 318 266 6,787 447 1,357 367 4,070 96.2
2015 2,882 726 327 274 6,988 551 1,562 391 3,893 50.8
2016 2,618 796 336 282 6,256 601 1,653 318 3,670 42.8
2017 2,552 687 328 275 6,098 579 1,569 310 3,543 52.8
2018 2,567 676 324 272 5,654 627 1,577 335 3,517 68.3
2019 2,252 635 319 268 5,263 635 1,602 308 3,218 61.4
2020 1,889 451 262 220 4,552 561 1,490 265 2,818 38.1
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Industry Outlook
Outlook Over the five years to 2025, the Paint Manufacturing industry in Canada is

forecast to recover.

This industry will still likely be characterized as mature, with well-defined product lines and established markets. With
the economy recovering from the COVID-19 (coronavirus) pandemic, domestic markets are forecast to be somewhat
mixed, with continued falling housing starts counteracted by an improving price of oil, which should help lead to price
increases. Moreover, residential construction has stimulated further demand for a variety of related goods, thus
benefiting industry revenue. Continued growth in US markets will also likely assist industry operators through
increased export opportunities. Consequently, IBISWorld projects industry revenue will increase at an annualized
rate of 1.3% to $2.0 billion over the five years to 2025.

MIXED MARKET

Canadian demand is forecast to be varied over the next five years.

Elevated household debt levels and rising interest rates are expected to depress domestic housing starts, hindering
demand from a key market. In addition, with General Motors of Canada Company closing its car assembly plant at
the end of 2019, the Car and Automobile Manufacturing industry in Canada (IBISWorld report 33611aCA) is
projected to diminish over the next five years. Moreover, the world price of crude oil is forecast to recover at a
moderate rate, which will likely support an increase regarding prices, since oil is a key input and operators seek to
pass along price increases. In addition, increasing oil prices is a good proxy to evaluate the economy's recovery
after the coronavirus pandemic.

TRADE ACTIVITY

Given that a significant portion of industry revenue is generated by
industrial and house painting, mixed results in these markets is expected
to contribute to limited industry growth over the five years to 2025.

Moreover, the Canadian effective exchange rate (CEER) index, which measures the value of the Canadian dollar
against the currencies of major trading partners, is expected to increase marginally over the next five years. With the
CEER index remaining relatively low, this is expected to result in slowly growing demand from imports. As a result,
IBISWorld projects the value of industry imports to increase at an annualized rate of 1.6% to $1.6 billion over the five
years to 2025.

The low CEER index is also expected to keep demand for Canadian products strong in foreign markets.
Furthermore, increased industrial output in the United States, alongside growing US housing starts, will likely
continue to stimulate demand for industry exports. As a result, IBISWorld projects the value of industry exports to
increase at an annualized rate of 1.3% to $596.8 million over the five years to 2025.

INDUSTRY LANDSCAPE

As downstream markets experience a mixed recovery, the industry's
business growth will likely retain a moderate level of revenue volatility
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over the next five years.

This is expected to discourage more operators from entering the industry, as volatile commodity prices, international
key players and growing dependence on trade activity makes operating in the industry difficult. Consequently,
IBISWorld expects the number of industry establishments to decrease an annualized 1.3% to 245 business locations
over the five years to 2025. Industry employment is projected follow a similar trend as profit recovers. Thus,
IBISWorld anticipates the number industry employees to decrease at an annualized rate of 0.4% to 4,461 workers
over the next five years.

As the market becomes more competitive, industry operators are anticipated to increasingly search for new sources
of profit and revenue. Since most traditional architectural and industrial product lines are highly saturated with price-
competitive offerings from major industry players, niche and high-tech products will likely represent a better
opportunity for companies to increase market share.

POTENTIAL SETBACKS

Industry profit is expected to recovery strongly after the coronavirus
pandemic.

Although the industry is forecast to recover, IBISWorld anticipates industry profit to be pressured by the increasing
world price of crude oil. As a result, companies will likely have to invest upfront in research and development for new
high-tech product lines, which may not pay revenue and profit dividends for years to come.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

 ($US per
barrel)

2020 1,889 451 262 220 4,552 561 1,490 265 2,818 38.1
2021 1,994 531 263 220 4,663 591 1,578 273 2,981 41.4
2022 2,030 532 261 218 4,660 605 1,587 274 3,013 43.9
2023 2,011 519 256 213 4,563 597 1,585 269 2,999 46.3
2024 2,010 512 250 208 4,502 595 1,593 266 3,007 49.1
2025 2,020 508 245 204 4,461 597 1,610 264 3,033 52.0
2026 2,030 503 240 199 4,427 598 1,627 263 3,059 55.0

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

LIFE CYCLE REASONS

The industry has well-established products and markets

The industry’s contribution to the economy is expected to decline

Major industry companies are undertaking mergers and acquisitions
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The Paint Manufacturing industry in Canada is in the mature stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is expected to decline at an annualized rate of 3.5%
over the 10 years to 2025. Canadian GDP is forecast to grow at an annualized rate of 1.8% during the same period.
The markets to which industry products cater to are well-established and largely saturated with products. Some new
or niche paint and coating markets do exist, but these markets' share of industry revenue do not compare to the
revenue share generated by traditional industry markets, such as industrial and architectural consumers. However,
with imports' share of domestic demand increasing over the past decade, pivotal manufacturers closing domestic
operations and continued mergers and acquisitions (M&A) indicate a mature industry.

M&A activity have largely characterized the industry, increasing a major player's market share in the industry. RPM
International Inc. and its subsidiaries acquired several North American operations to expand its presence in Canada
and remain profitable, despite average operators enduring difficult operating conditions. As a result, the company's
market share has increased over the past decade. Moreover, multinational companies are able to gain significant
market share due economies of scale and retailer network. However, foreign operators pose an increasing threat to
domestic operators as international trade activity accounts for an increasing share of industry performance.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

SUV & Light Truck Manufacturing in Canada

Car & Automobile Manufacturing in Canada

General-Line Building Supplies Wholesaling in Canada

Coated & Laminated Paper Manufacturing in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Space Vehicle & Missile Manufacturing in Canada

Train, Subway & Transit Car Manufacturing in Canada

2nd Tier

Automobile Wholesaling in Canada

Building Material and Supplies Dealers In Canada

Commercial Building Construction in Canada

Remodelling in Canada

Municipal Building Construction in Canada

Apartment & Condominium Construction in Canada

Homebuilders in Canada

Key Selling Industries
1st Tier

Industrial Machinery & Equipment Wholesaling in
Canada

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Chemical Product Manufacturing in Canada

2nd Tier

Oil & Gas Pipeline Construction in Canada

Oil Drilling & Gas Extraction in Canada

Mineral & Phosphate Mining in Canada

Metal Tank Manufacturing in Canada

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

Products & Services

  Operators in the Paint Manufacturing industry in Canada are heavily
dependent on downstream demand for each of the industry's product
segments.

However, the COVID-19 (coronavirus) pandemic is expected to hinder consumer confidence and the industry's
supply chain, limiting overall spending on industry-relevant products.

ARCHITECTURAL COATINGS

IBISWorld expects architectural coatings to account for 50.6% of industry
revenue in 2020, increasing as a share of revenue over the five years to
2020.

Architectural paints and coatings used by professional building painters, contractors or do-it-yourself (DIY)
consumers generate the majority of industry revenue. This category includes paints and coatings intended for
interior and exterior building application including waterborne (latex) paints, solvent-borne (oil) paints, DIY wood and
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furniture finishes and architectural lacquers. Overall, demand for architectural coatings has fluctuated over the five
years to 2020 due to volatile residential and commercial construction performance. However, demand for interior
architectural paints and coatings is less affected by economic conditions. This is because DIY interior painting is
often an affordable alternative to pricier home renovations.

AUTOMOTIVE COATINGS

IBISWorld expects automotive coatings to account for 18.0% of industry
revenue in 2020, decreasing as a share of revenue over the past five
years.

Automotive coatings include automobile refinishing coatings and automotive original equipment manufacturer (OEM)
coatings. Automotive coatings protect a vehicle's body from external elements and from deterioration caused by
stones and other debris. The materials are environmentally friendly, with Canada being a leader in reducing volatile
organic compounds content in refinish coatings in addition to tighter Canadian regulations that have been in effect
since 2010, similar to those in California and Europe.

Automotive OEM coatings are applied to passenger cars, light trucks and vans at assembly plants as well as by Tier
1 suppliers. Applications include, phosphate, electro coat paint operation, primer, basecoat, pigments and clearcoat
to improve the vehicle's durability and resistance. Consequently, demand for industry products is reliant on the
health of the Car and Automobile Manufacturing industry in Canada (IBISWorld report 33611aCA) and the Car Body
Shops in Canada (81112CA). As a result of the coronavirus pandemic, coupled with General Motors of Canada
Company closing its car assembly plant in late 2019, IBISWorld projects demand for this product segment to decline
in 2020.

INDUSTRIAL COATINGS AND PRODUCT FINISHES

IBISWorld expects industrial coatings and finishes to account for 12.8% of
industry revenue in 2020, decreasing as a share of revenue over the past
five years.

This segment includes general industrial finishes and industrial maintenance (IM) and protective coatings (PC).
General industrial finishes provide different sectors such as steel manufacturers; automotive engine and parts
vendors; heavy industrial machinery; and metal furniture makers primers and varnishes.

The IM and PC are used for corrosion control of steel structures in infrastructure projects such as bridges,
underground pipelines and offshore platforms, as well as in the oil and gas, mining, paper and pharmaceutical
industries in addition to many other applications. The most common types of industrial coatings include inorganic
zinc, phosphate and physical vapour deposition. Due to the pandemic, key downstream markets are projected to
experience a harsh operating environment in 2020, hindering demand for industry products.

OTHER COATINGS AND FINISHES

IBISWorld expects other coatings and finishes to account for 18.6% of
industry revenue in 2020, increasing as a share of revenue over the past
five years.

Other coatings and finishes for the most common surfaces include industrial wood, coil, powder, packaging, other
transportation and marine. The various types of coatings are used in many different segments, typically performing
in line with the overall Canadian economy. Despite overall sales in the industry plummeting in 2020, other segments
are projected to fall at a faster rate, increasing this product's share of revenue over the past five years.

Demand
Determinants

Products produced in the Paint Manufacturing industry in Canada are an
intermediate input in manufacturing processes.

As a result, activity in downstream markets affect demand for paint and coating products. Manufacturing and
industrial activity is also a good indicator of demand for industrial coatings. Similarly, new housing starts, as well as
additions and alterations in the construction of residential and nonresidential buildings, largely influence demand in
the architectural products segment. However, since paint products are applied in one of the final stages of building
construction, there is often a one- to two-year lag before the industry experiences the effect of any increase or
decrease in building starts. Consequently, the COVID-19 (coronavirus) pandemic is anticipated to negatively affect
overall economic activity, hindering demand for industry products in 2020.
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Developments within the general economy influence the industrial segment of the industry. For example, the
industrial and automotive sectors generate demand for industrial coatings for vehicles, packaging and building
products such as aluminum and sheet metals. Furthermore, car shops and retailers provide professionals and
consumers access to industry products, with residential renovation expenditure and disposable income being key
drivers for demand.

Styles and fashion trends also play a role in influencing demand. For example, in recent years, homeowners have
largely embraced exterior home surfaces that do not require paint, such as certain siding, brick and wood finishes.
Although this trend has caused a decrease in demand for architectural timber paint, a simultaneous increase in
consumer demand for architectural wood finishes has offset some of the resulting revenue loss. Fashion and
consumer preference trends can also influence demand for specific paint colours in both the architectural and
industrial segments.

Environmental concerns and pressures further influence industry demand. Similar to all heavy manufacturing
industries, the industry is subject to regulation under Environment Canada's air and water quality standards and the
Canadian Environmental Protection Act (CEPA) of 1999. Under CEPA, Health Canada and Environment Canada
maintain the Domestic Chemicals List, which outlines which chemicals may be legally used in Canada. In addition,
paints and coatings are subject to further government oversight based on the types of products to which they are
applied. Paints and coatings used on food and beverage products must meet Canadian Food Inspection Agency
regulations for products fit for human consumption. Similarly, industrial paints and coatings sold to children's toy
manufacturers will likely need to meet Health Canada's safety requirements.

Major Markets

  Due to the COVID-19 (coronavirus) pandemic, IBISWorld expects the key
downstream markets for the Paint Manufacturing industry in Canada to
have declined, contributing to falling revenue in 2020.

  INDUSTRIAL

IBISWorld expects the industrial market to account for 49.2% of industry
revenue in 2020, decreasing as a share of revenue over the five years to
2020.

This market includes automotive and aerospace manufacturers, in addition to other goods manufacturers, for use in
the manufacturing processes and in the finishing and packaging of their products. Companies within the industry
seek contracts with end use industrial consumers in an effort to maintain their position in this market. For example,
PPG Industries Inc. has established alliances with Kansai Paint Co. Ltd., Helios Coatings Inc. and Asian Paints
Limited to serve automotive original equipment manufacturers (OEMs) in various regions of the world. OEMs create
products that a company purchases and retails under the purchasing company's name. Due to their prominence in
the supply chain, OEMs make up a key subsector of the industrial segment market. Demand from this segment has
been volatile, and while it has been recovering in recent years, the coronavirus pandemic is projected to hinder
overall industrial activity in 2020.

PROFESSIONAL CONTRACTORS AND PAINTERS

IBISWorld expects professional contractors and painters to account for
11.3% of industry revenue in 2020, increasing as a share of revenue over
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the past five years.

These customers primarily purchase architectural paints, such as interior and exterior waterborne and solvent-borne
paints, wood finishes and architectural lacquers. Building contractors and professional painters use these products
to paint both domiciles and nonresidential buildings such as offices, hospitals and schools. This market's share of
industry revenue has increased due to the industrial market declining at a faster pace. Moreover, the do-it-for-me
(DIFM) market, which includes the Home Depot of Canada Inc. and Lowe's Companies Canada ULC, supported
growth in this market. DIFM customers shop to purchase products necessary to complete home renovations and are
likely to purchase professional services from the stores' independent contractors, if available.

DO-IT-YOURSELF CONSUMERS

IBISWorld expects do-it-yourself (DIY) consumers to account for 9.8% of
industry revenue in 2020, increasing as a share of revenue over past the
five years.

These customers typically purchase paint either from retail stores that specialize in paint, such as the Sherwin-
Williams Company. The relatively affordable nature of DIY projects keeps demand for this segment's products
steady, even when consumers may not be able to afford contractors or pricey renovations. Due to the coronavirus
pandemic hindering disposable income in 2020, IBISWorld expects DIY consumers to contribute to falling demand
for industry products. However, due to the industrial market falling at a faster rate, this market's share of revenue
has expanded over the past five years.

EXPORTS

IBISWorld expects industry exports to account for 29.7% of industry
revenue in 2020, up from 19.1% in 2015.

Major export markets for Canadian paints and coatings include the United States, Germany, China and Japan.
However, US exports are projected to account for about 95.0% of the total value of exports in 2020. Consequently,
the industry is reliant on the performance of the US economy and trade relations. IBISWorld anticipates exports'
share of revenue to decline over the five years to 2025 due to an appreciating Canadian dollar.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

Imports

In 2020, imports in the Canadian Paint Manufacturing industry are expected to satisfy 52.9% of domestic demand,
up from 40.1% in 2015. The United States has long been the primary exporter of paint and coatings to Canada, and
over the past decade, US products have consistently accounted for more 90.0% of industry-relevant products
imported into Canada. In addition to the United States-Mexico-Canada Agreement, replacing the North American
Free Trade Agreement, which keeps US products affordable in Canadian markets, US imports are also considered
convenient due to established trade routes and longstanding trade and distribution relationships. Other significant
import sources include western European countries, such as France, Germany, the United Kingdom, Italy, Sweden
and the Netherlands.

Despite the Canadian effective exchange rate (CEER) index declining over the five years to 2020, foreign operators
pose a threat to industry operators. The CEER index is a weighted average of bilateral exchange rates of the
Canadian dollar against the currencies of Canada's major trading partners. A decreasing CEER index makes
imported industry products more expensive and less price competitive against local goods. However, due to trade
restrictions as a result of the COVID-19 (coronavirus) pandemic, the value of imports is expected to fall, decreasing
at an annualized rate of 0.9% to $1.5 billion over the five years to 2020.

With the economy expected to recover and the CEER index projected to increase over the five years to 2025,
IBISWorld expects imports' share of domestic demand to increase during the outlook period. As a result, IBISWorld
projects the value of industry imports to increase at an annualized rate of 1.6% to $1.6 billion over the five years to
2025.

Exports

Exports are estimated to account for 29.7% of revenue in 2020, up from 19.1% in 2015. The United States is
Canada's largest export partner for many of the same reasons for being Canada's largest import partner. Low
barriers to trade coupled with geographic convenience has driven cross-border industry trade between Canada and
the United States. Other large industry export markets include Germany, China and Japan.

Prior to the reporting period, demand for exports was low in 2014, as the United States, Canada's largest trading
partner, was still recovering from previously troubling economic conditions, limiting demand from both architectural
and manufacturing sectors. Consequently, with the United States accounting for about 95.0% of exports in 2020, the
industry is reliant on the US economy. Furthermore, the Canadian dollar depreciated significantly in 2015, when
exports increased 23.1% that year alone. As a result, IBISWorld projects the value of industry exports to increase at
an annualized rate of 0.4% to $560.5 million over the five years to 2020.

Although the CEER index is projected to increase over the next five years, in addition to a recovering US economy,
IBISWorld expects exports' share of revenue to decline over the five years to 2025. Furthermore, IBISWorld projects
the value of industry exports to increase at an annualized rate of 1.3% to $596.8 million over the next five years.
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Business
Locations

  Similar to most manufacturing industries, establishments in the Paint Manufacturing industry in Canada are generally located near
upstream suppliers, downstream customers and major shipping routes. Positioning operations near suppliers, customers and
shipping routes keeps production costs low by minimizing the time and money it takes to transport both inputs and finished goods
to and from manufacturing facilities.

The industry's downstream customers, such as paint and hardware retail outlets, are generally stationed in populous areas to
make their products convenient and accessible for customers. As a result, manufacturers also cluster near population bases to be
close to the retailers that serve these customers. Moreover, having locations near customer bases enables paint manufacturers to
remain aware of consumer trends. Consequently, Ontario, which is home to 38.8% of Canada's total population, also accounts for
50.7% of industry establishments in 2020. Similarly, highly populated provinces, such as Quebec, British Columbia and Alberta,
are also home to high concentrations of industry establishments, accounting for 19.6%, 12.4% and 12.4% of business locations,
respectively, in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Paint Manufacturing industry in Canada has a low level of market share concentration, with the industry's top
four largest players expected to account for less than 40.0% of industry revenue in 2020. Although the industry
features a wide variety of operators, with the largest operators being multinational giants, it also contains a wide
variety of smaller operators that primarily serve their smaller markets. According to Statistics Canada, about 85.0%
of establishments employ fewer than 50 workers in 2020, illustrating the highly fragmented nature of the industry.
While the industry is heavily fragmented, there has been some merger and acquisition activity over the five years to
2020. For instance, the Sherwin-Williams Company acquired the Valspar Corporation (Valspar) in 2017, since this is
poised to help lead the company to significant growth, despite Valspar's industry-relevant activities being minimal.
Furthermore, PPG Industries Inc. sold its flat glass manufacturing and glass coatings operations in 2016, reducing
its presence domestically. More recently, RPM International Inc. and its subsidiaries acquired multiple North
American manufacturers to significantly expand its domestic facilities and increase its presence in Canada. As the
industry remains in a mature life cycle phase, merger and acquisition activity is expected to continue, as large
existing companies seek to maintain and grow their share of an increasingly crowded and competitive market. As a
result, market share concentration is expected to increase over the five years to 2025.

Key Success
Factors

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

Effective cost controls:
Since the industry is highly competitive, successful operators must be able to control their costs to retain price-
sensitive customers.

Establishment of brand names:
Operators with visible, well-liked brand names will likely be able to best distinguish themselves from their
competitors.

Access to niche markets:
This industry is mature, so most major markets are saturated with established products and brand names. Due to
established brands, successful industry operators must endeavour to control a dominant position in a profitable
niche market.

Access to the latest available and most efficient technology and techniques:
Product innovation is necessary for operators to maintain market share, as technological research and development
drives product innovation.

Ability to provide testing or thermometers for on-site employees:
The industry is labour intensive and keeping employees safe will likely enable operators to continue to stay
operational.



Paint Manufacturing in Canada December 2020

24 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 6.4% of revenue in 2020, down from 9.0% in
2015. For industry operators, profit is closely linked to the price of input
goods because purchases account for a significant amount of an
operator's annual costs. Chemical prices can be relatively volatile,
causing profit to fluctuate. Profit can also vary between industry players
based on a company's size, product offerings and relationships with
suppliers and distributors. Larger companies often have higher profit
due to their ability to leverage longstanding relationships with suppliers
to obtain lower-cost bulk supply orders.

The COVID-19 (coronavirus) pandemic is projected to disrupt the
industry's supply chain and overall industry performance in 2020.
Despite industry operators being deemed essential during the
pandemic, IBISWorld expects industry profit to fall in 2020. With the
economy expected to recover, IBISWorld anticipates industry profit to
increase over the five years to 2025. However, any unforeseen trade
regulations pose a threat to the industry during the outlook period.

 

  Wages

Industry wage costs are estimated to account for 14.0% of revenue in
2020, up from 13.6% in 2015. Although the sector-wide trend toward
automated production typically keeps wage costs stable, the effects of
automation on wages have been offset by the increased importance of
research and development (R&D). As industry operators have
increasingly sought to invest in R&D to develop new product lines and
secure new markets, they have hired more technically skilled workers
that demand higher wage rates. Furthermore, with revenue declining at
a faster rate than revenue, wages' share of revenue has risen over the
five years to 2020. With the economy expected to recover and continue
to automate, IBISWorld expects wages' share of revenue to decline
over the five years to 2025.
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  Purchases

Purchase costs are estimated to account for 46.9% of industry revenue
in 2020, up from 46.4% in 2015. Purchases make up the single largest
cost for the industry, as manufacturers must purchase raw materials,
which they then blend into paint and coatings. These raw materials
include pigments, epoxy and other resins. Since many of these
materials are petroleum-based, the fluctuating price of crude oil
significantly affects industry purchase costs.

 

  Marketing

Marketing costs are expected to account for 2.2% of industry revenue
in 2020. Marketing and advertising costs make up a significant
proportion of overhead incurred by large operators, although small
companies generally cannot afford to spend nearly as much on
marketing.

 

  Depreciation

Depreciation costs are expected to account for 3.5% of industry
revenue in 2020, increasing as a share of revenue over the past five
years. This is largely due to demand for machines and automated
production process most participants use to remain competitive.
Consequently, IBISWorld expects this trend to continue over the five
years to 2025, with this share to remain relatively stable during the
outlook period.
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  Rent

Rental costs are expected to account for 3.8% of industry revenue in
2020. With more than half of industry operators based in Ontario, rental
costs are expected to account for an increasing share of revenue
moving forward.

 

  Utilities

Utility costs are expected to account for 1.2% of industry revenue in
2020. These costs are expected to be low due to controlled and fixed
expenditures.

 

  Other Costs

Other industry costs include insurance, shipping, transportation, legal
and accounting services and administration. These expenses are
expected to be higher for companies that rely on external contractors to
perform industry-relevant tasks, such as packaging, labelling or
distributing. IBISWorld expects other costs to account for 22.0% of
industry revenue in 2020.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  The Paint Manufacturing industry in Canada is mature, with many
prominent companies offering well-known products in traditional and
established markets.

Since these markets are well served, the industry is competitive and participants experience pressure at the local,
regional, national and international levels. Paint manufacturers must compete with companies both within and
outside of the industry primarily on the basis of price, brand, quality, product range and innovation.

Price is a key competitive basis for most industry products. Large industry players tend to be vertically integrated
companies that distribute their own products and can negotiate contracts with upstream suppliers. Due to these
supply-side contracts, large companies have more control over their own prices as compared with smaller
companies. As consumer paint customers, such as building contractors and do-it-yourself homeowners, are
generally price-sensitive, and lower prices in the consumer segment are expected to lead to increased market share
for a specific company. Contractors and other repeat customers prefer companies that offer diverse product lines,
colours and shades. However, even though these customers need access to a variety of products, they will likely
prefer to buy from the same company to ensure consistency and gain bulk purchasing price advantages. Brand
value is anticipated to be another important competitive basis for this market because an established and trusted
brand name will further ensure customers that they are receiving a high-quality consistent product.

In the industrial segment, the product's technical performance is often the main competitive difference, so a
company will compete based on a product's quality and its specific technical features. In many instances, research
and development investment enables a company to create highly specialized products for niche markets, which
command higher profit. Nonetheless, price will likely remain important to this market, as industrial producers
generally purchase large amounts of coatings at regular intervals.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  There are moderate barriers to entry for the Paint
Manufacturing industry in Canada, mostly due to the
industry's maturity. New entrants may have trouble finding
business because many paint and coatings markets are
well established. This market and product saturation have
prompted incumbent industry players to consolidate to
retain market share, so several large companies
increasingly dominate the industry. These large
companies increase overall industry competition by
driving prices down. Large industry companies also
generally hold valuable, highly visible brand names. The
market share held by these brands may pose another
threat to potential industry entrants, as brand-loyal
customers are expected to be less likely to take a chance
on a new manufacturer's products. Large companies also
benefit from established supply and distribution networks,
which not only keep costs low, enabling price competition,
but also make it easier for customers to purchase their
products due to wide distribution.

Other potential barriers to industry entry include the
relatively high level of capital necessary for setting up
operations. Industry operators are anticipated to need to
purchase or rent a facility and heavy manufacturing
equipment, in addition to product inputs, such as
pigments and resins. Research and development, which
drives new product development, is also costly and
requires technically skilled personnel and advanced
machinery. The industry's growing globalization is also a
potential barrier to entry, as new companies may need to
be prepared to offer their goods to foreign markets while
enduring competition from foreign companies in domestic
markets.

Nonetheless, opportunities in niche markets remain for
potential industry entrants. Specialized industries often
demand highly specific coatings and new industry players
may be better equipped to respond to such a precise
need, as compared with an existing, less flexible large
company. Specialist technologies, such as novel
waterborne resin technologies, may also provide niche
market opportunities for smaller players.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Paint Manufacturing industry in Canada is moderately globalized. Many of the industry's largest companies are
foreign-owned and operate in Canada through subsidiaries. For instance, global industry operators PPG Industries Inc.
and the Sherwin-Williams Company have their headquarters in the United States, however, they represent less than 5.0%
of industry revenue in 2020. Furthermore, RPM International Inc., also a US-based company for more than 80 years, has
a growing presence in Canada, using its supply chain, retail network and advanced automation to operate profitably in the
industry. Import and export activity is also robust in this industry, with imports satisfying more than 50.0% of domestic
demand and exports generating about 30.0% of industry revenue in 2020.
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Major Companies

Major Players RPM International Inc.

Market Share: 16.6%

Brand Names Plasti-Kote, House of Kolor, DeBeer,
Valspar

  Headquartered in Medina, OH, RPM International Inc. (RPM) was founded in 1947 as Republic Powdered Metals.
Over the past 50 years, it has developed into a world leader in the development of specialty coatings and related
products. RPM employs about 15,000 workers across almost 150 manufacturing facilities in 26 countries in fiscal
2020 (year-end May). RPM generated $7.3 billion in global revenue and $404.9 million in global operating income in
fiscal 2020.

RPM has four operating segments, which include construction products group (CPG), performance coatings group,
consumer group and specialty products group. The company primarily operates domestically through its subsidiary
Rust-Oleum Corporation (Rust-Oleum), which was founded in 1921 and operated as a family-owned company until it
was acquired by RPM in 1994. Rust-Oleum operates under RPM's consumer segment, designing products to both
protect and decorate a wide variety of surfaces for the do-it-yourself and professional markets. The company also
produces deck and fence restoration products under its Wolman brand. Rust-Oleum operates manufacturing
facilities in both the United States and Canada. In addition, RPM operates in the industry through its Tremco
Incorporated (Tremco) manufacturing facilities, operating under the company's CGP segment. Tremco produces
performance coatings, sealants and specialty chemicals across North America, with its subsidiary, Dryvit Systems
Inc., also participating in the industry. However, these companies also sell adhesives which are not industry
relevant; refer to IBISWorld report 32552CA for more information.

Although most industry-relevant operations occur outside of Canada, recent acquisitions have benefited the
company. In fiscal 2019, RPM acquired Nudura Corporation, a leading manufacturer and distributor of insulated
concrete forms in North America, expanding its CPG segment. In addition, the company announced that Rust-
Oleum acquired Siamons International Inc., a manufacturer of specialty cleaners based in Ontario. Consequently,
the company's industry-relevant manufacturing capacity more than doubled in fiscal 2019. Furthermore, RPM
acquired Schul International Co. LLC and Willseal LLC in fiscal 2020 to expand its Tremco portfolio and proprietary
systems.
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Industry performance

The company's industry-relevant revenue is expected to increase at an annualized rate of 8.1% to $313.3 million
over the five years to fiscal 2021. Through strategic acquisitions and increasing investment in the Canadian market,
the company has grown despite volatile market conditions. However, the COVID-19 (coronavirus) pandemic is
anticipated to result in industry-relevant operations falling more than 5.0% in fiscal 2020 due to supply chain
disruptions. However, IBISWorld projects industry-relevant revenue to increase 16.4% in fiscal 2021, with the
company reporting strong recovery in the first quarter of 2021.

Typically, industry products experience seasonal factors, performing well in the company's first, second and fourth
quarters. Consequently, IBISWorld expects the company's industry-relevant operating profit, measured as earnings
before interest and taxes, to increase an annualized 6.5% to $38.8 million over the five years to 2020, despite the
pandemic hindering performance in fiscal 2020. As the economy is expected to recovery, industry-relevant operating
profit is anticipated to expand strongly in fiscal 2021.

 
RPM International Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 212.1 N/C 28.3 N/C
2016-17 235.4 11.0 22.3 -21.2
2017-18 269.8 14.6 27.0 21.1
2018-19 289.4 7.3 31.2 15.6
2019-20 269.1 -7.0 29.3 -6.1
2020-21 313.3 16.4 38.8 32.4

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end May

Other Companies Due to the highly fragmented nature of the Paint Manufacturing industry in Canada, there are very few small
operators that garner a significant market share in 2020. As merger activity increases, larger operators will likely
acquire smaller companies, making it even more difficult for small companies to establish significant portions of the
market.

Sherwin-Williams Company

  Market Share: 4.6%
  Headquartered in Cleveland, the Sherwin-Williams Company (Sherwin-Williams) is one of the largest architectural

coatings manufacturers. The company develops, manufactures and distributes architectural, industrial, traffic and
automotive paints, coatings and other related products. Sherwin-Williams manufactures coatings both for its own
retail outlets and for private labels, which are sold through other retail chains. Sherwin-Williams operates a network
of several thousand retail stores at which it sells its products across North and South America, in addition to
manufacturing facilities and distribution locations across Europe, Asia and Australia.

The company operates with three distinct segments. Its Americas segment consists of its retail outlets across North
and South America, which sell Sherwin-Williams brand paint and a variety of other materials. The consumer brands
group sells a wide portfolio of branded and private-label products across North America and worldwide, while the
performance coatings group sells a variety of protective coatings and finishing solutions. According the company's
2019 annual report, the company operated three domestic facilities that produce products related to its consumer
brands group (latest data available).

Sherwin-Williams has pursued a variety of different acquisition opportunities. In September 2013, prior to the
reporting period, Sherwin-Williams purchased the US and Canadian businesses of its largest Western Hemisphere
competitor, Mexican paint company Consorcio Comex SA de CV (Comex). Comex operated three paint
manufacturing plants in Canada and sold its paints to an estimated 1,500 Canadian retail locations. In addition, in
2017, Sherwin-Williams acquired the Valspar Corporation for $14.7 billion. However, the company's domestic
manufacturing footprint has fallen over the five years to 2020, and thus, it has closed five facilities that produced
consumer brands products since 2013. As a result, most business acquisitions and investments favour the
company's US operations. IBISWorld expects the company to generate $87.1 million in industry-relevant revenue in
2020.

PPG Industries Inc.

  Market Share: 3.9%
  PPG Industries Inc. (PPG), a global player in the coatings market, was founded in 1883 as Pittsburgh Plate Glass.

Since then, it has diversified from glass into chemicals and eventually into coatings manufacturing. The company
has its headquarters in Pittsburgh, with hundreds of Canadian employees in coatings production locations across
British Columbia, Quebec, Ontario and Manitoba. PPG is a major supplier of protective and decorative coatings,
including architectural coatings, automotive coatings for original equipment manufacturers (OEMs), industrial
coatings and packaging coatings. PPG competes with both global players and smaller regional companies, stressing
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its product development, innovation, quality and technical and customer service.

In recent years, PPG has restructured its business portfolio to achieve faster growth, enhanced its geographic
presence and optimized its growth opportunities. To further expand its coatings operations, PPG acquired the North
American architectural coatings business of Dutch paint and chemical giant Akzo Nobel NV (Akzo Nobel) for a
reported US$1.1 billion in April 2013. As part of this deal, PPG acquired 600 Akzo Nobel paint stores located across
the United States, Canada and the Caribbean.

Over the past decade, the company successfully completed more than 50 acquisitions. However, most business
acquisitions and investments favour the company's US operations. Consequently, IBISWorld expects the company
to generate $73.0 million in industry-relevant revenue in 2020.

Cloverdale Paint Inc.

  Market Share: 3.7%
  Cloverdale Paint Inc. (Cloverdale) is a premier manufacturer and distributer of architectural, industrial, wood finishes

and marine coatings. The company operates an estimated 70 retail stores with a network of authorized dealers
across western Canada, becoming one of North America's largest regional paint and coatings manufacturers.
Cloverdale operates seven manufacturing plants globally, employing more than 1,000 workers in its production and
retail operations in 2020. IBISWorld expects the company to generate $69.2 million in industry-relevant revenue in
2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Paint Manufacturing industry in Canada is
characterized by a moderate level of capital intensity. In
2020, industry operators are expected to spend $0.25 on
capital investments for every $1.00 spent on labour. This is
largely due to demand for machines and automated
production process most participants use. Automation has
increased in recent years as companies have been forced
to adopt efficiency-improving measures due to the highly
competitive environment and stringent environmental
controls. However, as operators continue to shift their focus
to product research and development, wages' share of
revenue have increased over the five years to 2020 as
companies hire more skilled, higher paid research
personnel. IBISWorld expects this trend to continue over
the five years to 2025, as capital intensity remains
moderate and continuing to increase.
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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.

Very Low Innovation
Concentration

Very
Unlikely

A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Low Ease of Entry 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.

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

High Market
Concentration

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

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Paint Manufacturing industry in
Canada is broken into two categories, which include customer engagement
and functional additives.

With the growth of big data, the Internet of Things and digital commerce, customers are able to review and purchase paint
online in new ways that enable for more customer-centric experiences. Furthermore, digitalization has provided new
insights for operators while reducing manufacturing, sourcing and marketing expenditures. Additionally, new biotechnology
investments are introducing smarter surfaces that are capable of recognizing the environment and reacting to it. This is
done by adding intelligence to the coatings that are being experimented into marine coating. In addition, commercially
ready carbon nanotube technology has proven to reduce film thickness, resulting in lower costs in epoxies and urethanes
while making the film more flexible.

The level of technology change is    Medium

  Technology in the Paint Manufacturing industry in Canada has traditionally
been slow to change, although in recent decades increasing environmental
pressure has prompted new developments.
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The most significant ecologically driven technology trend over the past 30 years has been the decline of solvent-based
paint production in favour of waterborne paints due to growing environmental concerns over solvent emissions. The
development and improvement of new synthetic binders, such as acrylic, vinyl acrylic, vinyl versatate, styrene acrylic and
ethylene vinyl acetate, have supported this movement, as have advancements in waterborne resins and thickener
technologies.

Consumer demand has also driven technological development, particularly in the specialty coatings segment, in which
customers have precise technical needs. Within its industrial coatings business, companies such as PPG Industries Inc.
uses a wide range of technologies, including powder, solvent-borne, waterborne, electro-deposition and UV light cures, to
provide customized products and integrated one-stop solutions.

Paint and coatings manufacturers have also increasingly incorporated basic and treated nanomaterials into their products.
Some companies use nanotechnology to develop photo catalytic and self-cleaning paints. These products are used in high-
performance areas, such as marine vessels and in the home improvement and energy-conservation markets. Increasingly
stringent volatile organic compound regulations and demand for novel applications and effects are expected to help
accelerate the commercial acceptance of these smart products.

The trend toward e-commerce is also expected to have several implications for industry manufacturers, particularly those
with vertically integrated operations. Many websites now retail paint, including those of wholesalers, manufacturers and
retailers.

Revenue
Volatility

The level of volatility is    Medium

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

Industry performance is driven to some extent by the price of various inputs, such as the price of crude oil, which is used in
the production process. However, industry performance is primarily influenced by downstream demand. One of the largest
sources of demand is industrial markets, as a variety of manufacturing industries use industry paints and other products as
part of the finishing process for their own goods. In addition, the industry is closely linked to construction markets, with
housing starts providing a direct source of demand for industry paints. The industry is also influenced by trade conditions.
Exports account for about 30.0% of industry revenue in 2020, with the vast majority generated from the US market, so
exchange rate fluctuations can help drive or inhibit demand for industry exports.

Over the five years to 2020, industry performance has been subject to a variety of conflicting forces. Revenue has been
negatively affected by declining global oil prices, since this helped inhibit demand from a variety of related industries that
require paint products. Domestic residential housing markets have grown, but not enough to counteract this decline, along
with demand from exports not being enough support the industry. Moreover, the COVID-19 (coronavirus) pandemic is
projected to disrupt the industry's supply chain, the value of exports, which are primarily destined for the United States, and
stall construction activity in Canada. Consequently, with the economy anticipated to recover, annual fluctuations in revenue
are forecast to be moderate over the five years to 2025. However, any unforeseen trade regulations pose a threat to the
industry during the outlook period.



Paint Manufacturing in Canada December 2020

36 IBISWorld.com

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Similar to all heavy manufacturing industries, the Paint Manufacturing industry
in Canada is subject to regulation under Environment Canada's air and water
quality standards and the Canadian Environmental Protection Act (CEPA) of
1999.

Under CEPA, Health Canada and Environment Canada maintain the Domestic Chemicals List, which outlines which
chemicals may be legally used in Canada. Paint and coatings manufacturers need to verify that all chemicals in their paints
are in accordance with CEPA's guidelines, while also guaranteeing that any manufacturing byproducts are not unduly
pollutant.

Moreover, paints and coatings are subject to further government oversight based on the types of products to which they are
applied. Paints and coatings used on food and beverage products must meet Canadian Food Inspection Agency
regulations for products fit for human consumption. Similarly, industrial paints and coatings sold to children's toy
manufacturers need to meet Health Canada's safety requirements. Architectural paint used in domiciles and public
buildings, such as hospitals and schools, must meet national occupational health and safety guidelines.

In response to the COVID-19 (coronavirus) pandemic, provincial governments initially mandated the closure of nonessential
businesses. Despite operators remaining open during the pandemic, key customers and downstream markets affected
overall sales in 2020.

Industry
Assistance

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

Operators in the Paint Manufacturing industry in Canada receives very little
direct assistance from the government.

Domestic producers are not protected from foreign manufacturers by trade restrictions. Imports coming from the United
States and Mexico incur no tariffs or duties at all, due to the United States-Mexico-Canada Agreement, which replaced the
North American Free Trade Agreement.

However, some industry trade organizations do exist. These organizations, such as the Canadian Paint and Coatings
Association (CPCA), gather and publish useful industry information, perform technological and trend research and, in some
cases, advocate for industry interests. CPCA has technical committees which work with regulatory bodies at all levels of
government. For example, the Health, Safety and Environment Committee oversees environmental issues and determines
how CPCA members should address them.

Organizations such as the CPCA also represent companies across the paints and coatings supply chain. These
organizations offer industry companies the opportunity to network with upstream suppliers and downstream customers.
Other industry associations, such as the Paint Research Association, represent paint industry operators worldwide and may
offer networking opportunities on a global scale.

Economic response

Due to the COVID-19 (coronavirus) pandemic, the Department of Finance Canada announced a new set of economic
measures to help stabilize the economy through Canada's COVID-19 Economic Response Plan in March 2020. Such
economic measures include emergency care benefits, tax filing extensions, a 10.0% wage subsidy for small businesses
and up to a six-month payment deferral for mortgages. These are expected to support consumers during periods of
uncertainty and support operators to remain in business. Furthermore, the Government of Canada announced the
Canadian Emergency Wage Subsidy (CEWS) in March 2020, providing up to 75.0% of remuneration to eligible applicants.
In addition, employers that are eligible for the CEWS are entitled to receive a 100.0% refund for certain employer
contributions to Employment Insurance, the Canada Pension Plan, the Quebec Pension Plan and the Quebec Parental
Insurance Plan paid in respect of employees who are on leave with pay.

With more than 85.0% of establishments employing fewer than 50 workers in 2020, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.

In addition, Western Economic Diversification Canada (WD) provides small businesses that were declined for CEBA
funding in British Columbia, Alberta, Saskatchewan or Manitoba in October 2020. This support provides up to $40,000 of
interest-free repayable contribution for businesses that are eligible through the Regional Relief and Recovery Fund (RRRF).
The Government of Canada announced that it will provide an additional $600.0 million to support workers and businesses
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through the RRRF.

More recently, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), have been mandated to implement the Government of Canada's Large Employer
Emergency Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic Development Canada and
the Department of Finance. With CDEV and CEEFC now being a part of Canada's COVID-19 Economic Response Plan,
the LEEFF program will provide emergency funding support for large Canadian enterprises facing financial challenges
during the pandemic. This support is limited to businesses generating $300.0 million or more in annual revenue and require
a minimum loan size of about $60.0 million.

In addition, the government is establishing a Business Credit Availability Program (BCAP) to provide more than $10.0 billion
of additional support to businesses. The program will further support financing in the private sector through the Business
Development Bank of Canada (BDC) and Export Development Canada (EDC). Under this program, BDC and EDC will
enhance their cooperation with private sector lenders to coordinate financing and credit insurance solutions for Canadian
businesses.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

($US per
barrel)

2011 2,060 557 423 352 4,561 362 1,118 248 2,817 104
2012 2,903 685 387 323 5,888 426 1,251 313 3,728 105
2013 3,288 737 331 276 6,550 408 1,280 351 4,160 104
2014 3,160 819 318 266 6,787 447 1,357 367 4,070 96.2
2015 2,882 726 327 274 6,988 551 1,562 391 3,893 50.8
2016 2,618 796 336 282 6,256 601 1,653 318 3,670 42.8
2017 2,552 687 328 275 6,098 579 1,569 310 3,543 52.8
2018 2,567 676 324 272 5,654 627 1,577 335 3,517 68.3
2019 2,252 635 319 268 5,263 635 1,602 308 3,218 61.4
2020 1,889 451 262 220 4,552 561 1,490 265 2,818 38.1
2021 1,994 531 263 220 4,663 591 1,578 273 2,981 41.4
2022 2,030 532 261 218 4,660 605 1,587 274 3,013 43.9
2023 2,011 519 256 213 4,563 597 1,585 269 2,999 46.3
2024 2,010 512 250 208 4,502 595 1,593 266 3,007 49.1
2025 2,020 508 245 204 4,461 597 1,610 264 3,033 52.0

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of crude oil

(%)
2011 -18.2 -5.35 11.3 11.4 -10.8 18.4 -2.73 -15.4 -16.2 31.8
2012 40.9 23.0 -8.52 -8.24 29.1 17.9 11.9 26.3 32.3 0.86
2013 13.3 7.66 -14.5 -14.6 11.2 -4.35 2.29 12.3 11.6 -0.86
2014 -3.88 11.1 -3.93 -3.63 3.61 9.69 5.98 4.41 -2.17 -7.59
2015 -8.83 -11.3 2.83 3.00 2.96 23.1 15.1 6.62 -4.35 -47.2
2016 -9.15 9.60 2.75 2.91 -10.5 9.17 5.82 -18.8 -5.73 -15.8
2017 -2.51 -13.7 -2.39 -2.49 -2.53 -3.63 -5.05 -2.55 -3.46 23.4
2018 0.56 -1.68 -1.22 -1.10 -7.29 8.27 0.47 8.20 -0.73 29.4
2019 -12.3 -6.10 -1.55 -1.48 -6.92 1.30 1.56 -8.00 -8.49 -10.1
2020 -16.1 -28.9 -17.9 -17.9 -13.5 -11.8 -6.99 -14.1 -12.4 -38.0
2021 5.55 17.6 0.38 0.00 2.43 5.42 5.92 3.05 5.78 8.66
2022 1.82 0.20 -0.77 -0.91 -0.07 2.30 0.58 0.32 1.07 6.03
2023 -0.94 -2.45 -1.92 -2.30 -2.09 -1.25 -0.15 -1.87 -0.45 5.46
2024 -0.09 -1.35 -2.35 -2.35 -1.34 -0.32 0.49 -1.08 0.27 6.04
2025 0.51 -0.77 -2.00 -1.93 -0.92 0.28 1.09 -0.64 0.87 5.90

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 27.0 39.7 17.5 452 12.0 10.8 54,330
2012 23.6 33.6 14.7 493 10.8 15.2 53,142
2013 22.4 30.8 12.4 502 10.7 19.8 53,649
2014 25.9 33.3 14.1 466 11.6 21.3 54,059
2015 25.2 40.1 19.1 412 13.6 21.4 55,982
2016 30.4 45.0 23.0 418 12.1 18.6 50,799
2017 26.9 44.3 22.7 419 12.1 18.6 50,787
2018 26.3 44.8 24.4 454 13.1 17.5 59,268
2019 28.2 49.8 28.2 428 13.7 16.5 58,579
2020 23.9 52.9 29.7 415 14.0 17.4 58,216
2021 26.6 52.9 29.6 428 13.7 17.7 58,567
2022 26.2 52.7 29.8 436 13.5 17.9 58,798
2023 25.8 52.8 29.7 441 13.4 17.8 58,931
2024 25.5 53.0 29.6 446 13.2 18.0 59,085
2025 25.1 53.1 29.5 453 13.1 18.2 59,247

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Paint and Coatings Association
http://www.canpaint.com

Society for Protective Coatings
http://www.sspc.org

PRA World
http://www.pra-world.com

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

Coatings World
http://www.coatingsworld.com

Industry Jargon DO-IT-YOURSELF (DIY)
A method wherein consumers personally create, build or design their own projects and products without the
assistance of professionals.

ORIGINAL EQUIPMENT MANUFACTURER (OEM)
A company that manufactures products or components that a company purchases and retails under the purchasing
company's brand name.

PIGMENT
A granular solid incorporated into paint to add colour, texture or toughness.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.
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INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2020 IBISWorld Inc.
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