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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 Canadian Adhesive Manufacturing industry is expected to decrease over the five years to 2021,
mainly due to the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· Demand for the industry's products is forecast to decrease as demand from downstream markets dwindles from
the adverse economic effects of the coronavirus pandemic. For more detail, please see the Products and Services
chapter.

· Revenue will likely be more volatile than normal, mainly due to the pandemic. For more detail, please see the
Revenue Volatility 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 Adhesive Manufacturing industry in Canada manufactures adhesives, glues and caulking compounds.

Adhesives are materials that are initially fluid or semifluid, but solidify when placed between two opposing solid
materials. They bond to the surfaces to which they are applied and prevent joint movement. This industry excludes
asphalt, dental and gypsum-based adhesives.

Major Players 3M Company

H.B. Fuller Company

Main Activities The primary activities of this industry are:

Manufacturing caulking compound, except gypsum base

Manufacturing rubber cement

Manufacturing epoxy and mucilage adhesives

Manufacturing pipe-sealing compounds and plumbers' putty

Manufacturing dextrin and starch glues

Manufacturing adhesives, except asphalt, dental and gypsum base

The major products and services in this industry are:

Synthetic resin and rubber adhesives

Nonstructural caulking components

Natural glues and adhesives

Structural sealants
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Supply Chain

SIMILAR INDUSTRIES

Asphalt Manufacturing in Canada Petrochemical Manufacturing in
Canada

Plastic & Resin Manufacturing in
Canada

Paint Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Adhesive Manufacturing in the US Medical Adhesives & Sealants
Manufacturing

Adhesive Tape Manufacturing Adhesive Manufacturing in Australia

Glue & Adhesives Manufacturing
in the UK
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Industry at a Glance
Key Statistics

$779.0m
Revenue

Annual Growth

2016–2021

-2.4%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

$35.8m
Profit

Annual Growth

2016–2021

1.9%

  Annual Growth

2016–2021

 

4.6%
Profit Margin

Annual Growth

2016–2021

0.9pp

  Annual Growth

2016–2021

 

56
Businesses

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

1,936
Employment

Annual Growth

2016–2021

-0.2%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$131.4m
Wages

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

4.5%
Demand from residential building
construction

-15.4%
Demand from car and automobile
manufacturing

-0.9%
Demand from aircraft, engine and
parts manufacturing

8.1%
World price of crude oil

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Industry Globalization
High / Steady   Competition

High / Steady

 

Key Trends

 Poor economic conditions in 2020 have significantly reduced
downstream demand

 Exports have increased since industry products have been
comparatively more affordable

 Volatile input costs, such as the price of oil, have caused
fluctuations in industry profit

 Industry products have become a popular substitute for
metal fasteners

 Large, multinational companies will likely continue to
produce adhesives abroad

 Adhesive manufacturers have spent years developing
alternative products

 Industry exports are expected to grow, limiting declines in
industry revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Demand from residential building construction

  Very Low Revenue Growth (2005-2021)
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Executive Summary Bonding time: Evolving technology and continued specialization will likely
drive new product development

The Adhesive Manufacturing industry in Canada manufactures adhesives, glues, sealants, and caulking
components. Industry products have many uses, including the 3M Company's Post-it notes in addition to roof
shingling. Industry revenue is expected to decline over the five years to 2021, as the spread of COVID-19
(coronavirus) forced all nonessential businesses and many operators to shut down to help mitigate the spread. In
addition, a decrease in the value of nonresidential construction is also expected to constrain demand as one of the
industry's largest downstream markets. Overall, industry revenue is expected to decline an annualized 2.4% to
$779.0 million over the five years to 2021. This includes an increase of 9.3% in 2021 alone as a result of the
expected economic recovery after the coronavirus pandemic.

One positive influence on industry performance has been international trade, as industry exports are expected to
grow during the period. This is likely to limit the decline in industry revenue as operators seek to capitalize on
growing opportunities in foreign markets alongside a decline in competition from international markets. In 2021,
exports are forecast to account for 28.9% of industry revenue, highlighting the importance of demand from
international markets. In addition, imports are forecast to satisfy 65.6% of domestic demand in 2021, up from 59.9%
in 2016. In addition, as a result of the wide market acceptance of industry products and expanding residential
construction markets, industry profit is forecast to improve over the five years to 2021.

The industry is forecast to grow over the five years to 2026 as improving economic conditions fuel increased
demand from important downstream markets. In particular, improved demand from manufacturing and construction
markets, alongside continued growth in industry exports, should drive steady revenue growth. Meanwhile, evolving
technology and the continued specialization of industry products should continue to drive the development of new
products and enhance the reputation of domestic operators. In addition, an expected depreciation of the Canadian
dollar could expand the industry's growth by making industry products relatively less expensive in foreign markets.
Overall, IBISWorld expects industry revenue to grow an annualized 1.3% to $832.5 million over the five years to
2026.
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Industry Performance

Key External
Drivers

Demand from residential building construction

Adhesive products are used in residential building construction. Adhesives have many different uses in the
construction industry, including sealants for windows and bonding for flooring. An increase in residential construction
activity increases demand for adhesive products and in turn increases industry revenue. Demand from residential
building construction is expected to increase in 2021, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the strength of the Canadian dollar compared with
the currencies of major trading partners. When the CEER index increases, the Canadian dollar appreciates, making
foreign products more affordable and effectively increasing imports. The CEER index is expected to increase in
2021, posing a potential threat to this industry.

 

Demand from car and automobile manufacturing

Automobile manufacturers use adhesives in various aspects of the manufacturing process. For example, adhesives
are used to adhere both side and rearview mirrors to a car. In addition, automobile manufacturers use synthetic
adhesives within vehicle engines to bond parts to the engine. Demand from car and automobile manufacturing is
expected to increase in 2021.

 

World price of crude oil

Synthetic adhesives are largely petroleum based and made from plastic materials. Raw materials, such as oil,
comprise the majority of inputs in the manufacturing of adhesives. As the price of oil rises, the cost of manufacturing
adhesives also increases. However, these costs tend to be passed along to consumers in the form of increased
product prices. The world price of crude oil has historically been highly volatile. The world price of crude oil is
expected to increase in 2021.

 

Demand from aircraft, engine and parts manufacturing

The aircraft manufacturing industry uses adhesives to adhere parts and interior materials to aircraft. Adhesives
provide a substitute to metal fasteners and their light weight makes them an appealing option for aircraft
manufacturers. The lighter the weight of an adhesive, the more aerodynamic an aircraft becomes. In 2021, demand
from aircraft, engine and parts manufacturing is expected to increase.
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Current
Performance

Revenue for the Canadian Adhesive Manufacturing industry is expected to
decline over the five years to 2021.

The industry produces a range of adhesive products including natural and synthetic glues, sealants and caulking.
Adhesives work by creating a sticky layer to join two surfaces together using either organic or inorganic compounds.
Different products can be used on almost any surface, including wood, metal, rubber, plastic and fibreglass.
Adhesives are used by a variety of industries, including those in the manufacturing, construction, consumer and
packaging sectors. Demand for industry products tends to be cyclical, meaning that revenue typically grows when
economic conditions are good. This is because industry products are used in a variety of downstream markets that
are cyclical, including various construction, automotive and manufacturing markets. IBISWorld expects industry
revenue to decline an annualized 2.4% to $779.0 million over the five years to 2021, including an increase of 9.3%
in 2021 alone. This growth can be mainly attributed to the steady economic recovery after the peak of the COVID-19
(coronavirus) pandemic in 2020. The pandemic forced many manufacturers and all nonessential businesses to shut
down operations to mitigate the spread of the virus. As businesses began opening up in 2021, demand is expected
to increase, attributing to revenue growth in 2021.

DEMAND AFFECTED BY ECONOMY

The primary downstream markets for industry products are the
construction sector and the automobile and aircraft manufacturing
industries.

Many manufacturing industries were primed to perform well during the period, as the Canadian economy continued
to recover from the 2008 recession. For example, increased consumer confidence and per capita disposable income
stimulated consumer spending, which resulted in overall growth in revenue between 2015 and 2019. This helped
lead to rising expenditure on consumer goods, many of which require various adhesives as part of the product
packaging. In addition, since consumers had more disposable income, many chose to purchase larger items such
as cars or take part in increased international and domestic travel, which boosted demand from downstream
automobile and aircraft manufacturing industries. However, poor economic conditions in 2020 related to the spread
of coronavirus have significantly reduced downstream demand from manufacturing industries due to declining
consumer spending activity. The poor economic landscape in 2020 is likely to result in less disposable income for
consumers, lowering automotive purchases and air travel, ultimately lowering demand for industry products from
these markets.

Construction markets have been an additional source of volatility. For example, the value of residential construction
in Canada is expected to rise an annualized 4.5% over the five years to 2021, alongside the value of residential
construction in the United States rising an annualized 4.1% during the same period. However, the value of
nonresidential construction in Canada is expected to decline an annualized 1.4% over the five years to 2021.
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Overall, rising volatility in construction markets has contributed to declining industry revenue, as downstream
builders have reduced demand for industry products as construction activity becomes more difficult to forecast.

POSITIVE INFLUENCE OF TRADE

Since the United States is the major trading partner of this industry, the
strength of the Canadian dollar has had a large bearing on trade activity.

Since the Canadian dollar depreciated during most of the reporting period, exports have increased since the
industry's products have been comparatively more affordable in foreign markets. However, due to the coronavirus
pandemic, the Canadian effective exchange rate (CEER) index has increased an annualized 1.5% over the five
years to 2021. This, along with the other adverse economic effects of the coronavirus pandemic, caused exports to
dramatically decline in 2020. Exports fell 11.6% in 2020 alone as global trade was halted in the wake of the
pandemic. Overall, the value of exports is forecast to still grow, rising an annualized 0.2% to $224.9 million over the
five years to 2021.

Meanwhile, the value of imports is expected to also rise an annualized 1.5% to $1.1 billion during the same period,
increasing the threat of external competition. Most imports come from the United States, where large manufacturers
are able to generate stronger economies of scale to better compete on both quality and price. As a result, import
penetration has remained high during the period, with imports consistently satisfying an estimated 60.0% of
domestic demand over the past five years.

INDUSTRY LANDSCAPE

The industry is composed primarily of small, niche operators, although
some large multinational corporations also maintain domestic
manufacturing facilities.

For example, the 3M Company (3M) and Henkel AG & Co. KGaA both maintain offices in Canada, although only 3M
has manufacturing facilities in Canada. Almost half the cross-border trade between the United States and Canada
passes through Ontario, primarily due to major trading routes such as the Detroit-Windsor Tunnel. Conversely, small
operations serve local domestic industries. These companies typically manufacture a wide variety of products and
are largely set up as one-stop shops for local users. Consequently, these operators are able to maximize revenue
while investing in research and development.

The structure of the industry has changed slightly in recent years, as HB Fuller Company (HB Fuller), a major
international adhesive manufacturer, acquired Royal Adhesives & Sealants (Royal Adhesives) in 2017 for $2.1
billion. Royal Adhesives had previously been owned by American Securities LLC and its operations included two
domestic adhesive manufacturing facilities, one each in Ontario and Quebec. While market share concentration did
not change due to this acquisition, since HB Fuller had no previous domestic presence, it does mark the entrance of
another multinational company. Prior to its acquisition, Royal Adhesives had expanded its own market share through
the purchase of Chemque Inc., which operated an adhesive manufacturing facility in Toronto.

Meanwhile, volatile input costs, such as the price of oil, have caused fluctuations in industry profit, complicating
operating conditions. IBISWorld expects industry profit, defined as earnings before interest and taxes, to account for
4.6% of revenue in 2021, up from 3.7% in 2016. However, despite poor expectations for industry revenue, profit
growth is expected to result in more industry participants; the number of enterprises is forecast to rise an annualized
0.4% to 56 companies over the five years to 2021. Operators are also expected to reduce wage expenses in an
attempt to remain profitable, despite the decline in revenue. Thus, industry wages are likely to decline an annualized
1.2% to $131.4 million over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Oil

($US per
barrel)

2012 703 228 71.0 59.0 1,622 151 795 102 1,348 105
2013 659 167 74.0 62.0 1,347 153 817 91.4 1,322 104
2014 672 153 77.0 64.0 1,288 176 869 86.9 1,365 96.2
2015 781 171 73.0 60.0 1,605 205 971 120 1,548 50.8
2016 880 199 69.0 55.0 1,960 222 983 139 1,641 42.8
2017 819 210 72.0 56.0 1,675 231 937 127 1,525 52.8
2018 819 191 76.0 59.0 1,755 237 974 124 1,556 68.3
2019 850 217 72.0 56.0 1,992 242 1,010 137 1,618 61.4
2020 712 159 70.0 54.0 1,804 214 937 122 1,435 41.3
2021 779 196 72.0 56.0 1,936 225 1,058 131 1,612 63.1
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Industry Outlook
Outlook Over the five years to 2026, the Canadian Adhesive Manufacturing

industry will likely be characterized by growth in response to improved
demand from key downstream markets and improved market conditions.

For example, the value of residential and nonresidential construction markets is forecast to grow, stimulating
demand from key downstream markets. Meanwhile, consumer spending in Canada is also forecast to improve,
leading to growing demand for adhesives from the packaging sector. As a result, adhesives will likely continue to
grow in importance in industrial markets that rely on durable and lightweight inputs such as aircraft manufacturing
and automobile manufacturing. Thus, IBISWorld forecasts industry revenue will increase at an annualized rate of
1.3% to $832.5 million over the five years to 2026.

IMPROVED DEMAND FROM KEY MARKETS

Industry operators are expected to benefit from growing domestic
demand, particularly from key downstream markets.

Consumer spending is forecast to grow an annualized 2.9% over the five years to 2021, compared with rising an
annualized 1.2% over the five years to 2021. Increased consumer spending and continued growth in online
shopping are expected to increase demand for packaging products, which use a variety of industry products.
Ultimately, these factors are forecast to aid industry revenue growth, as industry products are used widely in the
production of these goods.

Additionally, the overall economy is forecast to perform well and improving commodity prices will likely help to
stimulate aggregate private investment. This may, to some extent, help boost nonresidential construction as
companies invest in commercial and industrial infrastructure. Key downstream consumers of adhesives, such as
companies involved in automotive and aircraft manufacturing, are expected to experience healthy demand over the
five years to 2026, supporting industry revenue growth. In particular, increased travel will likely boost demand from
domestic aircraft, engine, and parts manufacturing, which is forecast to increase at an annualized rate of 2.8% over
the five years to 2026. Traditionally, aircraft manufacturers have used metal fasteners to adhere parts to the interior
of the aircraft and fuselage. However, due to the lightweight nature of adhesives and the ability of these products to
withstand high pressures and temperatures, industry products have become a popular substitute for metal fasteners
in various downstream industries.

TRADE IMPORTANCE REMAINS HIGH

Most exports in this industry are destined for US markets.

As a result, fluctuations in the strength of the US and Canadian dollars have a significant influence on industry
performance. The Canadian dollar is forecast to depreciate slightly over the next five years, which should aid
revenue growth to a degree. As a result, the value of industry exports is forecast to grow at an annualized rate of
1.6% to $243.1 million over the five years to 2026. Export growth will also likely be driven by further technological
developments, which should enable operators to penetrate new downstream market segments. Meanwhile, large,
multinational companies will likely continue to produce adhesives abroad in large factories to take advantage of
economies of scale. As a result, the value of imports is also expected to increase, rising at an annualized rate of
0.6% to $1.1 billion over the five years to 2026.
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The Canadian economy is generally becoming a service- and knowledge-based economy rather than a
manufacturing-based economy. This trend will likely continue, with limited infrastructure for manufacturing being built
over the next five years. New industry entrants are likely to be limited to small operators servicing niche markets and
products. As a result, the number of industry enterprises is expected to grow slowly, rising at an annualized rate of
0.4% to 57 companies over the five years to 2026. Meanwhile, growing demand for industry products will likely lead
to increased hiring, with industry employment forecast to grow at an annualized rate of 1.6% to 2,097 workers during
the same period. However, despite growing revenue, the average industry profit margin is expected to stagnate over
the next five years.

ENVIRONMENTALLY FRIENDLY

Traditionally, adhesives have been largely petroleum based and emit
volatile organic compounds (VOCs) into the air during the manufacturing
process.

Environment and Climate Change Canada, the federal department that manages air, water and environmental
quality, has established standards articulating the number of VOCs a single entity may produce, pursuant to the
Canadian Environmental Protection Act. As a result of these limits and in an effort to curb the industry's dependence
on volatile inputs such as oil, adhesive manufacturers have spent years developing alternative products such as
water and solvent-based substitutes.

However, many environmentally friendly adhesives do not necessarily have the same durability and range of
applications as petroleum-based adhesives. For these alternatives to achieve widespread success, the performance
must be improved, especially when used in high-end purposes such as aircraft manufacturing. Adhesives for high-
end users must be able to withstand high temperatures and pressures to be considered a viable option. Large
companies with ample resources to pour into research and development are expected to capitalize on this area, with
industry players such as the 3M Company already establishing a line of water-based adhesives, which are
advertised as environmentally friendly. These products represent the largest area for potential growth for industry
operators, which is expected to spur significant investment in the improvement of environmentally friendly adhesive
products.

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 Oil  ($US
per barrel)

2021 779 196 72.0 56.0 1,936 225 1,058 131 1,612 63.1
2022 804 201 73.0 56.0 2,003 233 1,083 136 1,654 63.4
2023 810 203 73.0 56.0 2,029 235 1,081 138 1,656 62.6
2024 817 206 74.0 57.0 2,046 238 1,083 139 1,662 62.4
2025 824 207 74.0 57.0 2,072 240 1,086 140 1,670 62.5
2026 833 209 74.0 57.0 2,097 243 1,090 142 1,679 62.9
2027 774 197 73.0 56.0 2,002 227 1,007 135 1,554 63.9
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is a steady number of industry establishments

There is widespread acceptance of industry products in downstream markets

The introduction of new products has slowed

The Adhesive Manufacturing industry in Canada is in the mature stage of its life cycle. This stage is characterized by
market acceptance of industry products, stable industry participation and overall growth in line with or below
economic growth. Industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to increase at an annualized rate of 0.5% over the 10 years to 2026, while Canadian GDP is expected to
grow at an annualized rate of 1.9% during the same period. The industry is therefore expected to grow at a
somewhat slower rate than the overall economy, which is typically indicative of a declining industry; however, other
factors point to the industry's maturity.

The market for adhesives is clearly defined, with uses for adhesives expected to remain the same over the 10 years
to 2026. While companies are developing higher performing, environmentally friendly products, all industry products
perform the same function of adhering two surfaces. Also, industry products are widely accepted in downstream
construction, industrial and automotive industries. Adhesives previously replaced metal fasteners; therefore, few
growth opportunities are expected to materialize that would boost the industry into a growth phase.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Coated & Laminated Paper Manufacturing in Canada

Chemical Wholesaling in Canada

Shoe & Footwear Manufacturing in Canada

Office Stationery Manufacturing in Canada

Automobile Engine & Parts Manufacturing in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Medical Instrument & Supply Manufacturing in Canada

Printing, Paper, Food, Textile & Other Machinery
Manufacturing in Canada

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

2nd Tier

Construction In Canada

Medical Supplies Wholesaling in Canada

Construction & Forestry Equipment Wholesaling in
Canada

Mining, Oil & Gas Machinery Wholesaling in Canada

Aircraft, Marine & Railroad Transportation Equipment
Wholesaling in Canada

Office Stationery Wholesaling in Canada

Footwear Wholesaling in Canada

Auto Parts Wholesaling in Canada

Key Selling Industries
1st Tier

Organic Chemical Manufacturing in Canada

Plastic & Resin Manufacturing in Canada

Petrochemical Manufacturing in Canada

Petroleum Refining in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Inorganic Chemical Manufacturing in Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Coal Mining in Canada

Oil & Gas Field Services in Canada

Products & Services

  All adhesives made in the Canadian Adhesive Manufacturing industry
share certain characteristics and can therefore be separated into four
product segments.

These segments serve a variety of downstream markets and have many different applications. However, overall
demand for the industry's products has decreased due to the adverse economic effects of the COVID-19
(coronavirus) pandemic, which caused facilities to shut down and downstream demand to contract.
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SYNTHETIC RESIN AND RUBBER ADHESIVES

Synthetic resin and rubber adhesives comprise the industry's largest
product segment, accounting for an estimated 67.9% of revenue in 2021,
up from 65.9% in 2016.

Products within this segment include hot melt adhesives, vinyl tape adhesives, acrylic adhesives and epoxy
adhesives.

Hot melt adhesives, commonly known in the form of hot glue, are thermoplastic compositions that are applied in a
heated state, with a bond formed upon cooling. Vinyl tape adhesives are pressure-sensitive adhesives that do not
solidify, enabling these products to withstand adverse environments. Vinyl tape adhesives are used mainly for
packaging but also have other uses. Acrylic adhesives cure quickly and offer strength and toughness. No mixing is
required and acrylic adhesives tolerate minimal surface preparation and bond to a wide range of materials. Some
major consumers of synthetic resin and rubber adhesives include the packaging and construction industries.

NONSTRUCTURAL CAULKING COMPONENTS

Nonstructural caulking components are expected to account for 19.2% of
industry revenue in 2021, down from 23.0% in 2016.

These industry products are used to fill seams, cracks and gaps and are popular among consumers in residential
markets. Caulk comes in a variety of forms, with each being used for different purposes. For example, silicone caulk
is used in moisture-heavy areas such as bathtubs and showers. Other types of caulks include adhesive caulk, which
is used not only as a sealant but also as an adhesive used for moulding and replacing tiles. In general, this product
segment typically fluctuates depending on the health of residential and nonresidential housing markets and the
amount of renovation activity in North America.

NATURAL GLUES AND ADHESIVES

Natural glues and adhesives are expected to account for 10.5% of industry
revenue in 2021, up from 6.3% in 2016.

Products in this segment include animal glues, protein glues, such as casein glue-, dextrin- and starch-based glues.
Since products in this segment are bio- or water-based, they differ from synthetic adhesives because they are not
chemically altered. Natural-based glues and adhesives are more environmentally friendly but lack some of the
performance qualities that synthetic adhesives have. Over the five years to 2021, demand from this segment has
increased as operators seek to reduce volatile organic compounds during the manufacturing process, while trying to
appeal to the environmentally friendly consumer.

STRUCTURAL SEALANTS

Structural sealants are expected to account for 2.4% of industry revenue
in 2021, down from 4.9% in 2016.

Structural sealants are primarily used in the automobile industry to bond mirrors to car frames and windshields.
These sealants must be able to withstand high pressures, fill gaps between two objects and maintain sealing
properties in adverse weather conditions. Canadian automotive production has been volatile over the past five
years, leading to a decline in revenue generated by this product segment.

Demand
Determinants

Demand for adhesives made in the Canadian Adhesive Manufacturing
industry is closely related to the overall health of the economy, primarily
because adhesives are used by numerous important industries.

As a result, industry revenue often follows general economic trends and can be affected by factors such as the
national unemployment rate, levels of consumer disposable income and business sentiment. The most prominent
sources of downstream demand for adhesive goods are from consumer packaging, manufacturers of cars and
airplanes and various construction industries.

Since packaging for consumer and industrial goods is one of the largest product segments for the industry,
consumer sentiment, per capita disposable income and business sentiment usually drive demand for industry
products. When consumer spending increases, demand grows for a range of products that are sold or shipped in
cardboard packaging. Additionally, when consumer spending rises, demand for common consumer products, such
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as tape, cell phones and automobiles, increases. Since all these products rely on adhesives, if consumer spending
increases, downstream manufacturers of these products will typically require more industry products.

Demand for adhesives also correlates with the health of the construction sector. A variety of adhesive products are
used in the construction and repair of homes, including liquid nails and tile adhesives. IBISWorld expects
downstream building and construction markets to account for 15.9% of industry revenue in 2021. Over the five years
to 2021, the value of nonresidential construction and demand from many downstream manufacturers is expected to
decline, contributing to the forecast contraction in industry revenue during the period.

Due to the industry's reliance on the overall economy, the spread of COVID-19 (coronavirus) is expected to have a
significant influence on demand for industry products. In particular, demand from downstream construction and
automotive markets is forecast to decline, as consumers endure a downturn period in per capita disposable income
and an increase in unemployment. Additionally, quarantine protocols have disrupted international trade and
increased transportation costs, contributing to industry exports declining 11.6% in 2020.

The level of international trade affects demand for domestically produced adhesive products. Competition has risen
as foreign production, especially in the United States, has increased over the past decade. As a result, demand can
be influenced by fluctuations in the exchange rate between the US and Canadian dollars, which can make domestic
goods more or less expensive in foreign markets. Similarly, demand can be driven by performance in relevant
downstream industries in the United States.

Major Markets

  MANUFACTURERS

Industry goods are used in a wide array of manufacturing industries, with
demand from manufacturers estimated to account for 27.8% of revenue
for the Canadian Adhesive Manufacturing industry in 2021.

For example, adhesives are used to assemble components of electronic and telecommunication items such as
household appliances, smartphones, insulation, electrical splicing and renewable energy components. Electrically
conductive and thermal conductive adhesives are most in demand and act as an alternative to tin-lead solders, while
UV-curing adhesives, a recent technology, are expected to show the strongest growth over the coming years. As
electronic components get smaller, adhesive technologies are increasingly required as the method for fastening. As
a result, this segment's share of revenue is expected to grow over the five years to 2021.

Adhesive products are also used in a variety of general assembly manufacturing applications. Common uses include
sandwich panel manufacturing; heating, ventilation and air conditioning; mechanical equipment; flexible materials;
medical equipment and medical wraps; sports equipment and toys; and abrasives and filters. Carpenters and
furniture manufacturers also use adhesives extensively to manufacture a range of wood products including cabinets,
tables, doors, window frames and upholstery.

Adhesives are also widely used in vehicle manufacturing. Vehicles such as cars, trucks, motorcycles and aircrafts
require the use of industrial adhesives in the assembly process. Automotive manufacturers use industry products to
adhere mirrors to car exteriors and interiors, in addition to bond parts of an engine. Likewise, aircraft manufacturers
use adhesives to adhere parts to an aircraft's interior and fuselage. Adhesives are also popular among aircraft
manufacturers for performing well under adverse conditions without adding significant weight to the aircraft.

PACKAGING PAPER, BOARD AND RELATED PRODUCTS



Adhesive Manufacturing in Canada November 2021

20 IBISWorld.com

Adhesives are used in a wide variety of paper bonding applications,
especially packaging material used for consumer products.

Most packaging materials are produced by laminating different materials together using synthetic resin and rubber
adhesives. Industrial products are also sold in packaging, usually requiring fitted boxes for effective storage and
transport. In addition, adhesives can be used to make everyday consumer products that use packaging board, such
as cartons, cups, envelopes, composite containers, cigarettes, bathroom tissue, paper towels and books. As the
growing popularity of online shopping has increased downstream demand for packaging products, industry revenue
has benefited. In 2021, packaging paper, board and related products account for 21.5% of industry revenue,
increasing slightly over the past five years.

BUILDING AND CONSTRUCTION

The building and construction segment comprises both consumers and
businesses that purchase adhesives for use in home improvement and
construction.

IBISWorld estimates that building and construction will account for 15.9% of industry revenue in 2021. Nonstructural
caulking components and synthetic adhesives are products used in construction to lay down tile, install drywall and
fill gaps. Over the five years to 2021, this market segment is expected to decline as a share of industry revenue as a
result of the COVID-19 (coronavirus) pandemic, which has constrained consumer spending and has reduced the
value of nonresidential construction.

CONSUMER RETAIL

The consumer retail market segment includes craft and do-it-yourself
(DIY) household projects.

These adhesives are sold as retail items in small quantities to consumers, usually through hardware stores. The
consumer retail segment is expected to account for 5.9% of industry revenue in 2021, slightly falling during the
period. In general, the performance of this market segment tends to move alongside general trends in consumer
spending and per capita disposable income. Consumers in this market segment traditionally purchase industry
products as a means of improving the aesthetic of a residence or for entertainment. This would be considered
discretionary spending and this type of spending activity tends to fall when disposable income declines. As a result,
IBISWorld expects the spread of coronavirus to significantly reduce revenue from this market segment in 2020 and
2021, as consumers have become more reluctant to spend their money due to economic uncertainty.

EXPORTS

One of the largest sources of industry demand is from international trade
markets.

Over the five years to 2021, IBISWorld expects exports to grow as a share of revenue, as a focus on product
specialization has increased international demand for domestic adhesive products. Overall, IBISWorld expects
industry exports to account for 28.9% of revenue in 2021, up from 25.3% in 2016. Most industry exports are
destined for the United States, which is forecast to account for 86.7% of exports in 2021.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

The Adhesive Manufacturing industry in Canada is highly globalized with trade playing an important part in the
health of the industry. Many companies in the industry operate in both the United States and Canada. As a result,
the United States is the industry's primary trading partner.

Exports

The value of industry exports is expected to increase at an annualized rate of 0.2% to $224.9 million over the five
years to 2021. The United States is a main trading partner and consistently accounts for more than 85.0% of
exports, including an estimated 86.7% in 2021. The US economy has grown during most of the period, as growth in
the US residential construction market between 2015 and 2019 spurred export growth. This growth has also been
facilitated by the Canadian dollar depreciating during most of the reporting period, which has made industry products
more competitive in foreign markets, such as the United States and Japan. However, the loonie is expected to
appreciate overall during the period, which has ultimately hindered overall export growth. Japan is the second-
largest export trading partner and is expected to account for 2.8% of exports in 2021. Over the five years to 2026,
IBISWorld expects the popularity of Canadian adhesive products to grow in foreign markets, resulting in further
growth in industry exports, propelled by a forecast depreciation of the Canadian dollar.

Imports

The value of industry imports is expected to increase an annualized 1.5% to $1.1 billion over the five years to 2021.
Most imports come from the United States, as industry goods are traded between the United States to Canada with
no tariffs as a result of the United States-Mexico-Canada Agreement. The large factories in the United States permit
companies to produce products in significant quantities, generating superior economies of scale and leading to
lower costs for the consumer. In addition, the appreciation of the loonie has resulted in imports becoming relatively
less expensive for domestic consumers, causing imports to increase. Other significant sources of industry imports
include Germany and China, which are forecast to account for 7.0% and 2.6% of imports, respectively, in 2021.
Over the five years to 2026, the value of industry imports is forecast to increase, albeit at a slower rate, mainly due
to the forecast depreciation of the Canadian dollar, which will likely make foreign goods more expensive.
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Business
Locations

  The spread of establishments in the Canadian Adhesive Manufacturing industry tends to be commensurate with the population
and share of domestic industrial activity in a given province. Industry operators require a large quantity of raw materials to
manufacture adhesive products. As a result, most operators locate manufacturing facilities in areas where petroleum production is
high in an effort to reduce transportation costs for inputs. In addition, industry operators tend to be located near densely populated
areas, as this reduces transportation costs for finished goods. Locating in a populated province also provides operators with a
larger consumer base and more skilled workers to potentially hire. As a result, more than 85.0% of establishments are located in
the two most densely populated provinces, according to 2021 figures from Statistics Canada.

The most densely populated province in Canada is Ontario, home to 38.8% of the Canadian population in 2021. As a result,
Ontario is expected to account for 55.2% of industry establishments in 2021. Ontario's proximity to the United States and the
Detroit-Windsor Tunnel, which is a major transport route for goods, makes it a popular destination for industry establishments.
Toronto is the home of the Canadian headquarters of the 3M Company, which also has three manufacturing facilities in Ontario,
including a significant tape production facility Brockville.

Meanwhile, Quebec is home to 22.5% of the population in 2021 and has significant population centres such as Montreal. As a
result, Quebec accounts for 30.5% of industry establishments in 2021. No other province contains a significant number of industry
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establishments, with British Columbia and Alberta expected to account for 7.2% and 4.3% of locations, respectively, in 2021.
Alberta is close to upstream petroleum refineries, giving operators easy access to inputs. British Columbia is also a major
domestic export terminal, providing companies with easy trade routes to Asia and the west coast of the United States.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Adhesive Manufacturing industry in Canada features a few large, multinational companies such as the 3M
Company (3M), which maintains several facilities in Canada. However, most industry operators are small companies
focused on regional markets. As a result, market share concentration within the industry is low, with the top four
operators forecast to account for 32.2% of industry revenue in 2021. Market share concentration is expected to
increase slightly over the five years to 2021, primarily due to 3M's revenue growth, alongside a forecast decline in
industry revenue. 3M benefits from significant name recognition that helps it to win contracts at a higher rate than its
competitors. Most industry operators employ fewer than 50 workers per establishment, further illustrating the
fragmented nature of industry operations. Even though there are a few global players in the industry, smaller
companies are still able to compete by serving local markets and maintaining strong client relationships.

Key Success
Factors

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

Effective cost controls:
Being able to control costs keeps profit high but also enables industry participants to compete in a highly price-
competitive environment.

Access to the latest available and most efficient technology and techniques:
Research and development and extensive technical links with domestic and international manufacturers ensure
product innovation will be maintained.

Access to niche markets:
Given the highly competitive nature of the industry and the diverse purpose of products, operators must be able to
control a profitable position in a niche market to survive.

Establishment of brand names:
Brand recognition enables a company to grab market share and differentiate itself from competitors that make
comparable products.

Adaptability of operations to comply with social distancing protocols:
Due to the nature of most manufacturing operations, workers often work closely together. To comply with social
distancing protocols, industry operators must alter operations to ensure distancing measures are enforced.
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Cost Structure
Benchmarks

  Profit

IBISWorld estimates that profit, measured as earnings before interest
and taxes, will account for 4.6% of industry revenue in 2021, up from
3.7% in 2016. Notably, operators often have long-term contracts that
help to moderate their own profit volatility and input price changes.
Generally, larger companies experience higher profit due to their ability
to take advantage of economies of scale and produce products at a
lower cost per unit than smaller companies. For instance, the 3M
Company, the industry's largest player, typically reports profit more
than three times higher than the industry average. Over the five years
to 2021, industry profit is expected to increase as a result of the low
starting point in 2016. In addition, the steady economic recovery in
2021 has helped raise profit after a massive decline in 2020 due to the
COVID-19 (coronavirus) pandemic.

 

  Wages

Wages, the third-largest expense for industry operators, are expected
to account for 16.9% of revenue in 2021, up from 15.8% in 2016. While
the industry is trending toward automation, human labour is still
required for tasks such as quality control. The industry is also highly
competitive, with each participant trying to make its adhesives perform
to the highest standard. As a result, talented engineers are necessary
to keep innovation high and conduct research and development,
leading to significant wage expenses.
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  Purchases

Purchases are expected to account for 50.9% of revenue in 2021, down
from 52.7% in 2016. Purchases make up the largest cost for adhesive
manufacturers and include raw materials such as plastic resins,
synthetic rubber, inorganic chemicals and refined petroleum products.
While operators within the industry are beginning to produce water- and
solvent-based adhesives, the majority of adhesives are still petroleum
based. Therefore, the cost of production is largely influenced by the
price of oil.

 

  Marketing

Marketing and advertising expenses are relatively small for the industry,
accounting for an estimated 1.3% of industry revenue in 2021 and
remaining stagnant during the period.

 

  Depreciation

IBISWorld estimates that depreciation costs will account for 3.6% of
industry revenue in 2021, up from 3.1% in 2016. Large capital outlays
are needed for manufacturing equipment and new plants, which raise
depreciation costs. Companies also spend significantly to purchase
new and more efficient equipment, especially when the industry is
performing well. Over the five years to 2021, depreciation costs have
marginally grown as a share of revenue due to declining industry
revenue while capital depreciation has remained largely constant.
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  Rent

The manufacturing of adhesives requires large plants and equipment to
mass produce the adhesive while taking advantage of scale benefits.
As a result, rent costs account for an estimated 2.5% of revenue in
2021, up from 1.9% in 2016.

 

  Utilities

Utilities are anticipated to account for 1.5% of industry revenue in 2021,
up slightly from 1.4% in 2016. Utilities expenses account for heat,
water, electricity and other expenses required for day-to-day operation.

 

  Other Costs

Other expenditures including administrative costs, insurance and legal
expenses. Other expenses are anticipated to account for 18.7% of
industry revenue in 2021, down from 20.1% in 2016.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  In the Adhesive Manufacturing industry in Canada, companies primarily
compete on the basis of price, quality, range of products and product
performance.

Externally, sources of competition stem from product substitutes and foreign manufacturers.

INTERNAL COMPETITION

Consumers in this industry range from do-it-yourself homeowners to
engineers that manufacture aircraft parts, making for a wide array of
potential markets seeking different types of goods.

When focusing on high-end manufacturing users, product performance is key and desirable attributes include
strength-to-weight ratios, weather sensitivity and malleability. Technological innovation to create the highest-quality
products will likely help industry participants gain business from competitors when catering to the high-end user.

In terms of the construction industry, price and quality are the two main factors on which industry operators compete.
Many of the products used by households and the construction industry contain very little product differentiation, so
operators try undercutting their competition to gain market share. Nevertheless, larger companies, such as the 3M
Company, which have massive factories and produce products in bulk experience economies of scale and can offer
more competitive prices to customers. Since adhesives have many different uses, companies that are able to create
a large variety of products are able to compete in many different customer segments. Widespread interaction with
diverse consumers gives companies an edge over competitors because of increased brand recognition.

EXTERNAL COMPETITION

Industry operators compete with manufacturers of substitute products,
such as metal fasteners and plastics.

Adhesives and fasteners serve the same purpose of getting objects to stick together, so competition is largely based
on price. Aside from substitutes, domestic operators compete with international companies that have access to less
expensive labour and looser regulations, leading to more affordable products.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Adhesive Manufacturing industry in Canada has
moderate barriers to entry, primarily due to start-up costs
associated with the manufacturing process and the
potential for government sanctions for not complying with
regulations. Since the industry's products are constantly
evolving to keep up with competition, significant
investment is required in research and development.
Companies in the industry invest heavily to create higher-
performing, lower-cost, more environmentally friendly
products. New entrants must create a product that is on
par with existing products and failure to do so will likely
make it difficult to attract customers, particularly from end
users in manufacturing and construction that rely on high-
performance products.

Participants in the industry require skilled workers able to
produce adhesives that comply with quality and safety
regulations. Skilled employees can be hard to find and are
expensive to hire as well, providing another barrier for
small companies. In addition, new entrants must compete
with existing companies that have a strong customer base
and established relationships with upstream suppliers,
which can make it difficult to breakthrough. Entrants must
also compete with established industry names, such as
the 3M Company. Established operators may benefit from
significant name recognition and economies of scales, so
new entrants seeking to compete must find ways to
distinguish themselves.

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 Adhesive Manufacturing industry in Canada is highly globalized. Some of the largest companies in the industry are
foreign owned, operating in Canada through subsidiaries. For example, global industry player the 3M Company (3M) is
headquartered in Saint Paul, MN, although its head Canadian office is in Ontario and has manufacturing and distribution
and sales sites across Canada. With the recent implementation of the United States-Mexico-Canada Agreement, tariffs
are expected to remain minimal with respect to the country's major trading partners, which should ensure a high volume
of international trade for the foreseeable future.

Another factor contributing to the industry's high level of globalization is the amount of domestic demand that is satisfied
by imports. The United States is the largest source of industry imports, although there is also significant trade with Europe
and Asia. In 2021, IBISWorld estimates that imports will satisfy 65.6% of domestic demand, up from 59.9% in 2016.
Meanwhile, exports are expected to account for 28.9% of industry revenue in 2021, up from 25.3% in 2016. Similar to
imports, the United States is expected to account for most industry exports, generating 86.7% of exports in 2021.
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Major Companies

Major Players The 3M Company

Market Share: 18.8%

  The 3M Company (3M) is a US-based conglomerate that produces a host of items, including adhesives, electronic
materials, car-care products, and medical and office equipment. According to the company's 2020 annual report
(latest data available), 3M operates in more than 70 countries and employs more than 95,000 people worldwide.
Operations consist of more than 160 manufacturing facilities, 97 of which are located outside of the United States.
3M is one of the largest companies in the world, generating $40.3 billion in total revenue in 2020 (latest data
available).

The company operates in four business segments, which include consumer, safety and industrial, transportation and
electronics and healthcare. Most relevant to the industry is the safety and industrial segment, which includes a wide
variety of items, including coated, nonwoven and bonded abrasives, sealants, specialty materials, separation and
purification products, advanced ceramics and adhesives. This segment is a main supplier of products for the
automotive original equipment manufacturers and automotive aftermarkets. The company reported generating $3.2
billion in sales of industrial adhesives and tapes in 2020 (latest data available), making it one of 3M's largest product
segments. 3M has several facilities located domestically, including three manufacturing locations in Ontario. Its
Brockville, ON, facility employs about 200 workers and is where the company produces its auto body tape, including
more than 233 products, which is one of the most prominent auto masking tapes in the world. 3M is a global giant
and each year its business changes slightly through the acquisition of new business and the divestiture of some of
its existing operations. The company has reported no changes to its industry-relevant operators over the five years
to 2021.

Financial performance

IBISWorld expects 3M's industry-relevant revenue to increase at an annualized rate of 1.2% to $146.5 million over
the five years to 2021, despite a forecast decline in overall industry revenue. Growth has been driven in part by
strong performance in the aerospace, automotive and industrial adhesive segments across North America over the
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past five years. In addition, the company's revenue increased due to its ability to adapt to current events. For
example, due to the COVID-19 (coronavirus) pandemic, there was an increase in demand for masks and other
personal protective equipment in 2020. As a result, the company expanded its manufacturing facility in Brockville,
ON, and began manufacturing more masks. Given the quality of its products and the scale of its manufacturing
facilities, 3M historically has experienced operating profit in excess of the industry average. Still, IBISWorld expects
3M's industry-relevant operating profit, defined as earnings before interest and taxes, to decline an annualized 0.3%
to $30.7 million over the five years to 2021.

 
The 3M Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 138.3 N/C 31.2 N/C
2017 141.3 2.2 29.6 -5.1
2018 164.0 16.1 36.6 23.6
2019 141.1 -14.0 26.4 -27.9
2020 131.6 -6.7 24.7 -6.4
2021 146.5 11.3 30.7 24.3

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

HB Fuller Company

Market Share: 9.7%

  Royal Adhesives & Sealants LLC (Royal Adhesives) was founded in 2001 and was headquartered in South Bend,
IN. It operated facilities across North America and Europe, in addition to facilities in China. In 2003, Royal Adhesives
was acquired by American Securities LLC, a private equity firm, before being acquired by HB Fuller Company (HB
Fuller) in 2017. HB Fuller was founded in 1887 and is headquartered in Saint Paul, MN. According to the company's
2020 annual report (latest data available), HB Fuller operates globally and employs more than 6,400 workers with
manufacturing facilities in 22 countries, with almost half its facilities located in the United States. The company
manufactures adhesives, sealants and an array of chemical products with applications in numerous industries,
including electronics, medical, transportation, packaging, clean energy and construction. In 2020, HB Fuller reported
generating $3.5 billion in total revenue (latest data available).

HB Fuller operates through five business segments, which including Americas adhesives; Europe, India, Middle
East and Africa (EIMEA); Asia Pacific; construction adhesives; and engineering adhesives. It operates one facility in
Ontario, revenue for which is incorporated in its construction adhesives segment, with that segment accounting for
13.2% of the company's total revenue in 2020 (latest data available).

HB Fuller has made a range of acquisitions across the world over the five years to 2021. In 2017, in addition to its
acquisition of Royal Adhesives, the company acquired several other businesses, including Adecol Industria Quimica
Ltda (Adecol); and HE Wisdom & Sons Inc. (Wisdom), although only Royal Adhesives has industry-relevant
facilities. Notably, the acquisition of Royal Adhesives has had little effect on market share concentration of the
industry, as HB Fuller previously had no adhesive manufacturing capabilities in Canada.

Financial performance

Royal Adhesives was a private company with no publicly available financial figures; however, HB Fuller is public,
and based on estimates from HB Fuller's latest annual report, IBISWorld estimates that the company's industry-
relevant revenue will decline an annualized 5.7% to $75.7 million over the five years to 2021. This decline can be
partially attributed to the coronavirus pandemic, which caused many manufacturing locations to shut down to
mitigate the spread of the virus. In addition, demand from the company's downstream markets declined since all
nonessential businesses were forced to shut down during the peak of the pandemic. However, the company's
industry-relevant operating profit, defined as earnings before interest and taxes, is expected to rise an annualized
6.7% to $1.8 million over the five years to 2021. This increase is mainly due to its operating profit beginning the
period at a low point.
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HB Fuller Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 101.3 N/C 1.3 N/C
2017 90.3 -10.9 -4.5 N/C
2018 84.8 -6.1 7.3 N/C
2019 75.8 -10.6 3.2 -56.2
2020 71.2 -6.1 2.1 -34.4
2021 75.7 6.3 1.8 -14.3

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

Other Companies Halltech Inc.

  Market Share: 2.3%
  Halltech Inc. (Halltech) was established in its current form in 1981, although the company traces its roots back to

1934, when the company was originally founded as Stein-Hall Ltd. Halltech has about 50 employees in two office
locations, with its headquarters located in Toronto. The company primarily manufactures polymer emulsions,
industrial adhesives and pressure-sensitive adhesives, the latter two of which are industry relevant. Its products are
used for a variety of applications, including packaging, woodworking, construction, automotive and envelope and
direct mail systems. Halltech primarily manufactures products for downstream consumers in the paint, coatings and
adhesives markets. Although Halltech is a private company that does not release financial information, IBISWorld
expects the company to generate $18.0 million in industry-relevant revenue in 2021, representing a 2.3% share of
the market.

Technical Adhesives Ltd.

  Market Share: 1.4%
  Technical Adhesives Ltd. (Technical Adhesives), founded in 1961 and headquartered in Mississauga, ON, is an

adhesives manufacturer serving the bookbinding, automotive, packaging, product assembly, pressure-sensitive
converting, woodworking and envelope markets. The company prides itself on product quality and cost control,
which helped it withstand the 2008 recession while many of its competitors folded. It manufactures both water-based
and hot-melt adhesives, with almost all production done at its Mississauga, ON, facility. While the company is private
and does not release financial data, IBISWorld estimates it will generate $11.2 million in industry-relevant revenue in
2021, representing a 1.4% share of the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Adhesive Manufacturing industry in Canada has a
moderate level of capital intensity. IBISWorld estimates
that the average industry operator spends $0.22 in capital
investment for every $1.00 it spends on wages. For
companies in this industry, the cost and size of new plants
in the manufacturing process can be significant. While
machinery plays a key role in the process of manufacturing
adhesives, human labour continues to play a primary role
in the manufacturing process, particularly in quality control.

With industry revenue expected to decline over the five
years to 2021, operators will likely reduce wage expenses
to preserve profit. Despite the forecast decline in wages,
capital investments are expected to grow during the period,
as operators attempt to eventually reduce wage costs
through increased investment. As a result, the industry's
level of capital intensity is expected to increase over the
five years to 2021.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

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.

Medium Ease of Entry Potential 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.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

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 Adhesive Manufacturing industry in Canada has experienced marginal
disruption over the five years to 2021 as the manufacturing process for
adhesives has remained largely unchanged.

Although technology has advanced at a steady rate, it has yet to disrupt the industry directly. Additionally, industry
operators operate legacy business models with a high barrier to entry. Therefore, it is very hard to mechanize the process,
deterring new entrants and limiting potential sources of disruption. With industry operators using a business model that has
experienced very limited disruption, market structure is likely to remain unchanged for the foreseeable future.

The level of technology change is    Medium

  In the Adhesive Manufacturing industry in Canada, manufacturing takes on
many forms since different types of adhesives are produced to serve the
different purposes of the industries that rely on them.

For example, adhesives used in aircraft or automobile manufacturing may need to be able to withstand extreme pressure,
while adhesives used in certain construction projects may also need to be able to withstand extreme weather conditions.
Regardless of the intended purpose, the production process for most adhesives is similar. The process involves gathering a
variety of raw materials, mixing them and converting them to engender certain physical properties, such as fast-curing,
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strength and durability. For water-based adhesives, the base of the adhesive, which is often a polymer, is pumped into a
reactor vessel. The manufacturer's proprietary formula is added to the vessel, which changes the adhesive's
characteristics. Typically, tackifiers or plasticizers are introduced into the formula to make the polymer stickier. Next, the
mix is stirred by an agitator and preservatives are added. The mix is then filtered and drained into packaging containers.

Technological change over the five years to 2021 has been concerned with enhancing the substitutability of adhesives. In
particular, manufacturers are working to develop adhesives that can perform at high levels while enabling smaller, stronger
and lighter-weight assemblies of downstream products. This trend is especially prevalent in the aircraft and automobile
manufacturing sectors. The speed at which adhesives cure has been a key area of focus, and in recent years, ultraviolet
and radiation-cured adhesives have become popular for having fast-curing properties. Other industry-specific technologies
that are being introduced are water-based adhesives, helping to reduce the environmental effect of volatile organic
compounds in the manufacturing process, while also reducing the industry's dependence on oil. Furthermore, major
companies that also operate subsidiaries in Canada, such as the 3M Company, rely on their parent companies to gain
technological advancements and systems. Overall, the industry is characterized by a moderate rate of technological
change.

Revenue
Volatility

The level of volatility is    High

  IBISWorld expects the Canadian Adhesive Manufacturing industry to display a
moderate to high level of revenue volatility over the five years to 2021.

The level of volatility has been driven by a combination of factors including the fluctuating price of oil, which directly affects
the price of industry products and fluctuating downstream demand conditions from the automotive and construction sectors.
This volatility can be mainly attributed to the COVID-19 (coronavirus) pandemic in 2020, which caused downstream
demand to dwindle and the forced closure of all nonessential businesses to mitigate the spread of the virus. Given the wide
array of uses for adhesives, industry products tend to span many different industries, balancing exposure to downstream
demand shocks across multiple sectors of the economy. Despite this, industry revenue still decreased substantially in 2020,
causing industry volatility to rise over the five years to 2021.

Another source of this volatility has been the globalized nature of the industry. This leaves the industry exposed to potential
fluctuations in the value of world currencies, which can be volatile depending on geopolitical tension and other factors. This
can also create volatility in international trade figures, which represent significant markets for industry products.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Similar to most manufacturing industries that may emit chemicals into the air
during the manufacturing process, the Adhesives Manufacturing industry in
Canada is subject to regulation.

Regulations pertaining to this industry include the Canadian Environmental Protection Act (CEPA) of 1999 and Environment
and Climate Change Canada's air and water quality standards.



Adhesive Manufacturing in Canada November 2021

37 IBISWorld.com

CANADIAN ENVIRONMENTAL PROTECTION ACT (CEPA) OF 1999

CEPA was originally enacted in 1988 as a way of managing chemical
substances released into the environment.

The main goal of the act is to control emissions in an effort to protect the environment and the citizens of Canada. New
regulations were drawn up in 1999 and introduced into the bill that is in effect today. The bill aims to close any loopholes
that previous legislation may have missed. It is enforced through warnings, tickets, injunctions and prosecution.

ENVIRONMENT AND CLIMATE CHANGE CANADA

Environment and Climate Change Canada and individual provinces are in
charge of enforcing environmental regulations relating to the industry.

The Canada Water Act and Canadian Environmental Protection Act are not directly concerned with adhesive products, but
ensure that the environment is not damaged as a result of the byproducts emitted by the manufacturing process. The
Canada Water Act's main purpose is to protect and conserve Canada's water resources. To preserve the water supply, the
act forbids dumping waste in any place that groundwater may become contaminated.

Over the five years to 2021, operators have worked to reduce emissions that affect air quality, especially in indoor settings.
The effect of emissions in indoor settings is almost 10 times higher than outdoors. Therefore, similar to the overall
manufacturing sector, operators have tried to decrease emissions that specifically have an effect on air quality.

Industry
Assistance

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

The Adhesive Manufacturing industry in Canada receives very little direct
assistance from the Canadian government and domestic producers are not
protected from foreign competition by trade restrictions.

Imports coming from the United States, which historically accounts for more than 85.0% of industry imports, incur no tariffs
or duties at all, due to the United States-Mexico-Canada Agreement.

However, some industry trade organizations do exist that provide industry assistance through lobbying efforts to help
favourable legislation get passed, while also sponsoring educational and networking opportunities for members. One of the
largest associations is the Adhesives and Sealants Manufacturers Association of Canada (ASMAC), formerly the Adhesives
Association of Canada. The association is open to companies that manufacture adhesives and suppliers of raw materials.
Some of the industry's largest players are members of ASMAC, including major player the 3M Company. The associations
provide a forum for industry leaders to share information and opinions on subjects of common interest, especially
government regulations.

Due to the spread of COVID-19 (coronavirus), the Canadian government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic, this
program is available until October 23, 2021. Additionally, operators were able to take advantage of tax deferrals and
improved access to credit and loans to remain liquid. The Canada Emergency Business Account also provided interest-free
loans to small businesses of up to $60,000, in which $20,000 would be forgiven if the loan is repaid before December 31,
2022. Large operators were also able to apply for bridge financing through the Large Employer Emergency Financing
Facility.
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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 Oil ($US
per barrel)

2012 703 228 71.0 59.0 1,622 151 795 102 1,348 105
2013 659 167 74.0 62.0 1,347 153 817 91.4 1,322 104
2014 672 153 77.0 64.0 1,288 176 869 86.9 1,365 96.2
2015 781 171 73.0 60.0 1,605 205 971 120 1,548 50.8
2016 880 199 69.0 55.0 1,960 222 983 139 1,641 42.8
2017 819 210 72.0 56.0 1,675 231 937 127 1,525 52.8
2018 819 191 76.0 59.0 1,755 237 974 124 1,556 68.3
2019 850 217 72.0 56.0 1,992 242 1,010 137 1,618 61.4
2020 712 159 70.0 54.0 1,804 214 937 122 1,435 41.3
2021 779 196 72.0 56.0 1,936 225 1,058 131 1,612 63.1
2022 804 201 73.0 56.0 2,003 233 1,083 136 1,654 63.4
2023 810 203 73.0 56.0 2,029 235 1,081 138 1,656 62.6
2024 817 206 74.0 57.0 2,046 238 1,083 139 1,662 62.4
2025 824 207 74.0 57.0 2,072 240 1,086 140 1,670 62.5
2026 833 209 74.0 57.0 2,097 243 1,090 142 1,679 62.9

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World Price

of Oil (%)
2012 -7.85 6.79 -5.34 -4.84 -4.03 -0.34 7.55 -5.85 -0.25 0.86
2013 -6.31 -26.7 4.22 5.08 -17.0 1.79 2.66 -9.96 -1.91 -0.86
2014 2.09 -8.33 4.05 3.22 -4.39 14.8 6.38 -4.93 3.28 -7.59
2015 16.2 11.6 -5.20 -6.25 24.6 16.3 11.7 37.6 13.4 -47.2
2016 12.7 16.4 -5.48 -8.34 22.1 8.75 1.21 16.6 6.01 -15.8
2017 -7.00 5.73 4.34 1.81 -14.6 3.91 -4.66 -9.12 -7.07 23.4
2018 0.02 -9.09 5.55 5.35 4.77 2.50 3.94 -2.53 2.06 29.4
2019 3.82 13.7 -5.27 -5.09 13.5 2.27 3.74 10.8 4.01 -10.1
2020 -16.2 -26.9 -2.78 -3.58 -9.44 -11.6 -7.30 -10.9 -11.3 -32.7
2021 9.34 23.4 2.85 3.70 7.31 5.04 12.9 7.79 12.3 52.8
2022 3.24 2.55 1.38 0.00 3.46 3.51 2.37 3.42 2.64 0.47
2023 0.72 1.24 0.00 0.00 1.29 0.98 -0.15 1.17 0.11 -1.27
2024 0.79 1.08 1.36 1.78 0.83 1.02 0.13 0.80 0.33 -0.32
2025 0.93 0.68 0.00 0.00 1.27 1.09 0.26 1.22 0.48 0.16
2026 1.01 1.06 0.00 0.00 1.20 1.24 0.36 1.14 0.56 0.64

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 32.4 59.0 21.4 433 14.4 22.8 62,577
2013 25.4 61.8 23.3 489 13.9 18.2 67,854
2014 22.8 63.6 26.1 522 12.9 16.7 67,469
2015 21.9 62.7 26.2 487 15.3 22.0 74,517
2016 22.6 59.9 25.3 449 15.8 28.4 71,122
2017 25.7 61.4 28.2 489 15.5 23.3 75,642
2018 23.3 62.6 28.9 467 15.1 23.1 70,370
2019 25.5 62.4 28.5 427 16.1 27.7 68,675
2020 22.3 65.3 30.1 395 17.1 25.8 67,572
2021 25.1 65.6 28.9 402 16.9 26.9 67,872
2022 25.0 65.5 28.9 402 16.9 27.4 67,848
2023 25.1 65.3 29.0 399 17.0 27.8 67,767
2024 25.2 65.2 29.1 399 17.0 27.6 67,742
2025 25.1 65.0 29.1 398 17.0 28.0 67,712
2026 25.1 64.9 29.2 397 17.0 28.3 67,668

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Adhesives and Sealants Manufacturers Association of Canada
http://www.asmac.net

Adhesives.org
http://www.adhesives.org

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

Industry Jargon CAULK
A waterproof filler and sealant used in construction and repairs to make components watertight.

THERMOPLASTIC
A substance, such as resin, which becomes plastic upon hardening after being heated.

VOLATILE ORGANIC COMPOUNDS (VOCS)
An organic compound that has a low boiling point which causes a high number of molecules to be released into the
air, potentially causing pollution.

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

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

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

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

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

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

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

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

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

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

INDUSTRY REVENUE
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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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