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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:

• Michelin North America (Canada) Inc. closed some plants temporarily in early 2020 to mitigate the spread of
COVID-19 (coronavirus), which will weigh on industry revenue in 2020. For more detail, please see the Major
Companies chapter.

• Demand has fallen drastically for industry products in the United States, as both export and import volumes
between the United States and Canada declined in 2020. For more detail, please see the International Trade
chapter.

• With the economy recovering, industry performance is expected to expand, contributing to very high revenue
volatility. 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 This industry is primarily engaged in manufacturing and retreading tires and inner tubes from natural and synthetic

rubber. The finished products are then sold to motor vehicle manufacturers and tire wholesalers.

Major Players Michelin North America (Canada) Inc.

Goodyear Canada Inc.

Bridgestone Canada Inc.

Main Activities The primary activities of this industry are:

Pneumatic, semi-pneumatic and solid rubber tire manufacturing

Inner tube manufacturing

Motor vehicle tire manufacturing

Tire repair material manufacturing

The major products and services in this industry are:

Passenger tires

Light truck tires

Off-the-road tires

Medium- and heavy-duty truck tires

Agricultural tires
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Supply Chain

SIMILAR INDUSTRIES

Car & Automobile Manufacturing
in Canada

Automobile Engine & Parts
Manufacturing in Canada

Tire Wholesaling in Canada Tire Dealers in Canada

Public Transportation in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Tire Manufacturing in the US Tire Retreading & Recapping Heavy-Duty OTR Tire
Manufacturing

Tyre Manufacturing in the UK

Tire Manufacturing in China      
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Industry at a Glance
Key Statistics

$3.4bn
Revenue

Annual Growth

2017–2022

2.1%

Annual Growth

2022–2027

0.5%

Annual Growth

2017–2027

 

$277.7m
Profit

Annual Growth

2017–2022

-1.9%

  Annual Growth

2017–2022

 

8.1%
Profit Margin

Annual Growth

2017–2022

-1.8pp

  Annual Growth

2017–2022

 

46
Businesses

Annual Growth

2017–2022

-2.8%

Annual Growth

2022–2027

-1.3%

Annual Growth

2017–2027

 

5,003
Employment

Annual Growth

2017–2022

-6.1%

Annual Growth

2022–2027

-0.4%

Annual Growth

2017–2027

 

$376.8m
Wages

Annual Growth

2017–2022

0.1%

Annual Growth

2022–2027

-0.2%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

-3.8%
Demand from motor vehicle
manufacturing

1.6%
Per capita disposable income

1.0%
Canadian effective exchange rate
index

-0.7%
Total vehicle-kilometres

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Revenue Volatility
Very High   Concentration

High

  Industry Globalization
High / Increasing   Competition

High / Steady

 

Key Trends

 Companies have invested in technologies to manufacture
products such as low-roll resistance tires

 Major companies that have maintained their domestic
factories have leveraged their economies of scale

 Exports are expected to fare better than imports as demand
in key export markets recovers

 Increased demand for replacement tires will create strong
incentives for tire distributors

 Trade is anticipated to remain an integral component of the
industry

 Industry operators are anticipated to spend more on
researching and developing products

 Operators will likely continue to endure turbulent operating
conditions
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2017-2022)

  High Revenue Growth (2022-2027)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Burning rubber: Falling new vehicle sales abroad will likely limit revenue
growth

The Tire Manufacturing industry in Canada has exhibited high revenue volatility over the five years to 2022, mainly
as a result of the COVID-19 (coronavirus) pandemic. Declines in vehicle sales in North America and vehicle travel in
2020 are the primary reasons for this volatility. In addition, import competition from other countries in the United
States, Canada's largest export market, contribute to volatile performance. However, with the economy recovering,
IBISWorld expects a strong 2021 performance. As a result, IBISWorld projects industry revenue will increase at an
annualized rate of 2.1% to $3.4 billion over the five years to 2022, with an expected 7.7% growth in 2022 alone.

New tires improve fuel efficiency and safety. Therefore, trends toward a greater appreciation for vehicle efficiency
have improved demand for more advanced tire technology. Moreover, relatively low prices of gasoline during the
period encouraged consumers to drive more. This increased total vehicle-kilometres travelled domestically, which
increased the replacement rate on worn tires. However, the coronavirus pandemic disrupted supply chains,
contributed to chip shortages and hindered employment activity. Although the industry experienced strong recovery
in 2021 and 2022, industry profit experienced similar volatility and declined over the past five years. As a result,
operators continue to endure turbulent operating conditions.

Demand for tires is anticipated to continue growing over the five years to 2027. However, growth is limited as new
vehicle sales is expected to fall in the United States. Moreover, fuel prices are projected to remain at relatively low
levels, relative to historical figures over the five years to 2027. Regardless, industry players are likely to continue to
invest in creating tires that cater to demand for efficiency gains. Demand for more advanced tires will likely support
further consolidation, as large companies are better suited to meet shifting preferences. Improved production
efficiency is also expected to occur as companies have recently invested heavily in this. Consequently, IBISWorld
projects industry revenue will increase at an annualized rate of 0.5% to $3.5 billion over the five years to 2027.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

Exports account for the majority of revenue. In particular, exported tires to the United States make up the majority of
all tires manufactured in Canada. As a result, the industry tends to ebb and flow with fluctuations in the value of the
Canadian dollar relative to other currencies. As the Canadian dollar depreciates relative to other currencies,
domestic goods become less expensive abroad and more desirable to foreign customers. The Canadian effective
exchange rate index is expected to decrease in 2022, representing a potential opportunity for the industry.

 

Per capita disposable income

Consumer income levels directly affect a person's decision to purchase automobiles and replacement tires. The
lower the level of per capita income, the less likely consumers will be to invest in a new vehicle or replacement tires
for their current vehicle. Per capita disposable income is expected to decrease in 2022.

 

Total vehicle-kilometres

The number of kilometres driven is a strong indicator of tire wear. The higher the number of kilometres driven on a
vehicle, the more likely it is that the motorist will need to replace the vehicle's tires. The total number of vehicle-
kilometres driven is expected to increase in 2022.

 

Demand from motor vehicle manufacturing

Motor vehicle manufacturers (original equipment manufacturers) purchase tires from tire manufacturers as part of
the auto production process. The size of the industry's gross shipment of tires is closely tied to demand for tires from
automakers. Demand from motor vehicle manufacturing is expected to increase in 2022, however, historically high
volatility in performance poses a potential threat to the industry.
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Current
Performance

The Tire Manufacturing industry in Canada experienced very high revenue
volatility over the five years to 2022.

Industry consolidation, although minor, was evident and the number of enterprises has fallen steadily, as smaller
industry operators exited the industry. The larger tire manufacturers that dominate the industry have maintained
revenue and smaller operators have exited. Regardless, the economic dislocation caused by the COVID-19
(coronavirus) pandemic is expected to dampen industry prospects in 2020. As downstream automakers have
reduced production and consumers are driving less due to working remotely and less travel for leisure that leads to
less of a need for replacement tires, the industry is expected to experience significant revenue decline over 2020.
However, with the economy recovering, IBISWorld expects the industry's performance in 2021 to expand. As a
result, IBISWorld projects industry revenue will increase at an annualized rate of 2.1% to $3.4 billion over the five
years to 2022, with an expected 7.7% growth in 2022 alone.

VOLATILE DEMAND

In general, the industry generates revenue from two main streams, which
are sales of replacement tires and tire sales generated from original
equipment manufacturers (OEMs).

OEMs purchase industry products to be outfitted on their vehicles during assembly and these vehicles range from
passenger cars to heavy-duty trucks. Over the five years to 2022, the number of new vehicles sold per year in
Canada and in the United States is forecasted to decrease. Much of this decline can be attributed to higher national
unemployment and economic uncertainty stemming from the pandemic in 2020. Consumers in both countries are
less willing and able to purchase big ticket items, such as new vehicles, which buy tires manufactured by this
industry. This is despite low financing costs as a result of low interest rates. Nearly all of the industry's exports are
sold to the United States, making the US automotive market a key revenue source. This is anticipated to put
downward pressure on revenue growth in 2020.

The replacement tire market is the largest domestic market for the industry. As vehicles age and more kilometres
are driven, the need for replacement tires increases. In addition, per capita disposable income grew, enabling
consumers to purchase more industry products. Improving per capita disposable income supported the replacement
market for tires. While tires are a necessary component, many consumers put off buying replacements during
periods of uncertainty. Moreover, while the precipitous fall in oil prices starting in 2014 shocked the Canadian
economy, which is heavily reliant on the energy markets, the ensuing fuel price declines benefited the replacement
tire market as consumers responded by putting more kilometres on their vehicles and effectively pushing demand
for tires up even more. In addition, the growing emphasis on environmental concerns and fuel efficiency has driven
consumers to demand better tires. Seeking to tap into this market, companies have invested in technologies to
manufacture products such as low-roll resistance tires to aid in gasoline efficiency over the life of the tire. With the
economy recovering in 2021, the effects of the pandemic expected to subside. However, the industry continued to
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endure turbulent operating conditions.

CONSOLIDATION AND CONTRACTION

Companies in this industry are using fewer factories and many have
shifted production to countries with lower wage costs to save on
operational budgets and improve profitability.

There has also been some consolidation activity, such as Compagnie Generale des Etablissements Michelin's
acquisition of Camso Inc. As a result, IBISWorld projects that the number of industry establishments will fall at an
annualized rate of 2.5% to 75 locations over the five years to 2022. In addition, employment is expected to decrease
at an annualized rate of 6.1% to 5,003 workers during the same period, mainly due to companies adjusting their
workforce to account for reduced demand in 2020.

Major companies that have maintained their domestic factories have leveraged their economies of scale and
automated production. Bridgestone Canada Inc. announced in February 2016 that it would dedicate $312.0 million
toward the expansion of its Joliette, QC, facility, and in 2018, committed to a $56.0 million investment in an
automated warehouse that will be connected to the Joliette, QC, facility. Michelin North America (Canada) Inc.
announced in March 2016 that it would hire more temporary employees at its Pictou, NS, plant to expand its winter
tire production. Pressure from imports has limited the ability of smaller operators to exist in the industry. While these
investments were initially expected to support industry profit margin growth, increased price competition and
temporary plant closures likely means that the industry profit margin will fall during the current period.

TRADE DYNAMICS

International trade is an integral component of the industry.

The United States is the primary import and export country for industry products, accounting for over 35.0% and
90.0% of imports and exports, respectively. Typically, as the value of the Canadian dollar appreciates relative to
other currencies, purchasing power for imports increases. In addition, domestic downstream markets would typically
opt to purchase more affordable goods and services internationally. However, the overall cost savings of production
in countries with lower labour costs and countries that can take advantage of economies of scale, such as the
United States, have slightly mitigated such advantages driven by the coronavirus pandemic. As a result of the
coronavirus pandemic has led to the expectation of imports declining at an annualized rate of 0.6% to $4.6 billion
over the past five years.

However, exports are expected to fare better as demand for tires in key export markets recovered after the
pandemic. As a result, exports are expected to increase at an annualized rate of 3.5% to $2.5 billion. Trade with the
United States is pivotal for industry operators. The United States has a high number of motor vehicles, so the market
for replacement tires is much larger than Canada's market, albeit also with more competition.



Tire Manufacturing in Canada February 2022

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
Motor Vehicle
Registrations

(Million)
2013 3,876 556 106 68.0 6,974 2,135 4,324 419 6,065 31.7
2014 3,682 788 96.0 59.0 6,777 2,137 4,441 412 5,986 32.6
2015 3,702 870 90.0 55.0 6,335 2,217 4,866 423 6,350 33.2
2016 3,698 855 88.0 56.0 6,604 2,256 4,607 386 6,049 33.8
2017 3,088 752 85.0 53.0 6,844 2,138 4,700 375 5,650 34.3
2018 3,583 766 87.0 54.0 5,407 2,163 4,816 412 6,236 35.1
2019 3,503 723 82.0 51.0 5,268 2,227 4,674 394 5,950 35.7
2020 2,841 498 73.0 45.0 4,524 1,810 3,811 335 4,843 36.3
2021 3,183 684 74.0 46.0 4,812 2,348 4,338 360 5,173 36.9
2022 3,429 724 75.0 46.0 5,003 2,535 4,568 377 5,462 37.7
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Industry Outlook
Outlook The Tire Manufacturing industry in Canada is expected to continue

growing over the five years to 2027, albeit at a slower pace.

With the industry continuing to recover from the COVID-19 (coronavirus) pandemic, operators are expected to
continue experiencing commodity prices stabilizing and other external factors normalizing. For instance, supply
chain disruptions and chip shortages continue to hinder industry growth. Consequently, IBISWorld projects industry
revenue will increase at an annualized rate of 0.5% to $3.5 billion over the five years to 2027.

DEMAND DYNAMICS

Rising disposable income is likely to support greater domestic demand
for replacement tires.

This market supplies a relatively low volatile revenue stream for the industry, as cars need tires. As disposable
income levels improve, this is expected to generate more demand for new tires and increase the replacement rate.
Consumers are less likely to buy economy tires or ride on heavily worn tires when income levels are high. Increased
demand for replacement tires will create strong incentives for tire distributors to order more tires from manufacturers,
benefiting industry operators. However, this is anticipated to have a limited effect on revenue growth, as the market
for replacement sales is fairly static.

Demand for new vehicles will also rise as disposable income improves. As a result, the industry will be able to rely
on sales to automakers. Original equipment tires currently account for a significant portion of industry revenue.
These tires are those attached to newly manufactured passenger vehicles upon assembly. Over the next five years,
new vehicle sales in Canada are expected to grow marginally. However, new car sales in the United States are
expected to decline over the next five years, hindering growth opportunity for the industry. The US automotive
market comprises the majority of new car demand in North America and represents a key market for industry
operators.

INTERNATIONAL TRADE

North American car sales are projected grow as 2020 represents a poor
year for car sales.

Moreover, the Canadian dollar is anticipated to depreciate over the next five years, which should support industry
exports. Tires that improve gas mileage for consumers will continue to experience increased consumer interest as
consumers seek to reduce fuel expenses. In addition, the increased popularity of studless winter tires will help boost
industry revenue. Offshoring, competitively priced imports and the exit of smaller players will nonetheless continue to
constrain demand for domestic manufacturing.

Furthermore, trade is anticipated to remain an integral component of the industry. However, the industry is still
expected to operate at a trade deficit. With the Canadian dollar anticipated to appreciate over the five years to 2027,
IBISWorld expects industry imports to decrease at an annualized rate of 1.4% to $4.3 billion. Moreover, industry
exports are expected to increase over the next five years. IBISWorld expects industry exports to increase an
annualized 0.7% to $2.6 billion over the next five years, demonstrating faster growth than revenue.
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COST-CONSCIOUS CONSUMERS

Over the five years to 2027, consumer demand for cost-efficient products
and services is anticipated to increase.

As a result, industry operators have developed new types of tires that increase fuel efficiency and reduce consumer
gasoline expenses. In addition to experiencing greater demand, the fuel-efficient tire segment will likely be more
profitable than others. The difference in production costs for gas-friendly tires compared with regular tires will be
negligible.

Industry operators are anticipated to spend more on researching and developing products that better cater to
consumers' changing needs over the next five years. These efforts will likely be concentrated in the growth areas of
high-performance or fuel-efficient tires. Most research will involve creating marketable differences between tire
products to create differentiation in the highly concentrated industry.

UPSTREAM VOLATILITY

Tire manufacturers are subject to fluctuations in raw material prices,
making it difficult for them to pass along costs to tire distributors.

Natural rubber and synthetic rubber, the largest raw material inputs in terms of cost, are subject to commodity
fluctuations and weather hazards. Rubber prices are anticipated to increase over the next five years, but pose a risk
to be volatile due to any unprecedented developments after the coronavirus pandemic.

Outsourcing will continue to be a salient feature of the industry as more affordable low-skill labour is sourced abroad
and target markets in other countries grow faster than the domestic tire market. The incentive to shift production
overseas will inhibit the growth potential for new companies in the industry. The number of industry enterprises is
consequently expected to decline at an annualized rate of 1.3% to 43 companies over the five years to 2027. In
addition, industry employment is expected to fall slightly, decreasing at an annualized rate of 0.4% to 4,897 workers
during the five-year period.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
Motor Vehicle
Registrations

 (Million)
2022 3,429 724 75.0 46.0 5,003 2,535 4,568 377 5,462 37.7
2023 3,466 730 74.0 46.0 4,997 2,570 4,512 377 5,408 38.6
2024 3,490 734 73.0 45.0 4,972 2,592 4,463 376 5,361 39.5
2025 3,506 732 72.0 45.0 4,936 2,609 4,405 374 5,302 40.4
2026 3,507 729 71.0 44.0 4,911 2,616 4,330 373 5,221 41.4
2027 3,513 734 70.0 43.0 4,897 2,625 4,261 372 5,149 42.4
2028 3,532 731 70.0 43.0 4,923 2,645 4,208 374 5,095 43.5
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is highly concentrated

The industry experiences high import competition

There is wholehearted market acceptance of the industry’s products

Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to decline
at an annualized rate of 0.3% over the 10 years to 2027. Canadian GDP is forecast to grow at an annualized rate of
1.7% during the same period. While IVA growth lower than that of GDP is typically indicative of a declining industry,
the Tire Manufacturing industry in Canada exhibits several characteristics of a mature industry.

The number of establishments and enterprises are anticipated to slightly decline during the 10-year period; however,
the largest companies are expected to remain, as they have recently invested in their domestic facilities. This is also
expected to increase market concentration. Moreover, the industry's products exhibit wholehearted market
acceptance. The industry is positioned as a key supply chain component in the well-established North American
automotive sector. Lastly, the industry experiences high import competition from countries with lower labour costs
and United States–Mexico–Canada Agreement countries.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Tire Wholesaling in Canada

Car & Automobile Manufacturing in Canada

SUV & Light Truck Manufacturing in Canada

Truck & Bus Manufacturing in Canada

2nd Tier

Tire Dealers in Canada

Truck Transportation In Canada

Key Selling Industries
1st Tier

Resin, Synthetic Rubber and Artificial and Synthetic
Fibers and Filaments Manufacturing In Canada

2nd Tier

Plastics & Rubber Machinery Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Inorganic Chemical Manufacturing in Canada

Products & Services

  The Tire Manufacturing industry in Canada produces replacement tires
and tires produced by an original equipment manufacturer (OEM) for
passenger vehicles and light to heavy trucks.

A significant majority of exports are destined for the United States. Therefore, segment performance tends to mirror
prevailing US and general North American economic trends. Moreover, the COVID-19 (coronavirus) pandemic is
expected to hinder demand for industry products in 2020.

PASSENGER CAR TIRES

Passenger vehicle tires are the industry's largest product segment,
accounting for 61.8% of industry shipments in 2022, increasing as a share
of revenue over the five years to 2020.

Strong new vehicles sales, barring 2020, have prompted demand for passenger car tires. Moreover, increased
income levels have supported revenue from replacement tire markets between 2015 and 2019. Consumers with
greater income levels tend to purchase more expensive replacements. Additionally, as fuel prices remained at
relatively low levels, this sparked more vehicle travel, which increased average wear on tires during the period.
However, the coronavirus pandemic hindered the industry, along with the overall economy. With the economy
recovering, IBISWorld expects demand to recover, supporting continued growth of this product segment.

MEDIUM- AND HEAVY-DUTY TRUCK TIRES

Medium- and heavy-duty truck replacement tires are expected to
represent 11.0% of industry shipments in 2022, decreasing over the past
five years.

This segment includes tires on vehicles that typically move freight or heavy materials. Typically, a reduction in trade
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means that this segment is expected to experience some drop on an absolute basis. Although, buyers of these tires
primarily operate freight trucks, which provide essential transportation services, IBISWorld expects this product
segment to have fallen.

LIGHT TRUCK TIRES

Light truck tires are expected to account for 13.6% of total industry
shipments in 2022, remaining relatively unchanged over the past five
years.

However, this segment is projected to experience high volatility due to the coronavirus pandemic. This segment
accounts for the tires replaced on pickup trucks, SUVs, minivans and full-size vans. This segment is expected to fall
less than passenger vehicle tires over 2020 because while this segment has also been affected by people travelling
less for work and leisure, SUVs continue to become a larger share of the automobile market.

OFF-THE-ROAD TIRES AND AGRICULTURAL TIRES

Off-the-road tires account for all forms on vehicle tires that are not for on-
road use.

This includes ATVs and other recreational vehicles. Additionally, this segment includes tires for construction and
industrial machinery. Overall, these tires are expected to account for 9.9% of total revenue in 2022, and tend to
increase in line with consumer confidence and income levels. Since they are generally used on recreational
products, these tires are tied to consumer sentiment. Agricultural tires refer to all tires used in agricultural machinery
including tractor, combines and other machines. Overall, this segment is expected to generate only 3.7% of total
revenue in 2022. IBISWorld expects both these segments to have increased over the past five years as the
recovering economy is anticipated to support increasing demand.

Demand
Determinants

Demand for tires in the Tire Manufacturing industry in Canada is a product
of an array of domestic and international economic factors, including per
capita disposable income levels, the value of the dollar and fuel economy
regulation.

Domestic demand

Demand for new tires is primarily a factor of the individual income levels and the health of the overall economy. In
particular, the level of per capita disposable income is a crucial demand determinant. This is because though tires
may be necessary for car travel, consumers easily put off purchasing new tires when income is tight. Similarly, with
lower income levels, consumers are less likely to take vacations, resulting in fewer car trips and flights. This, in turn,
reduces the rate of wear on existing tires, further reducing the need for new tires. As income levels improve, not only
to individuals travel more and replace their tires at a greater rate, but they also purchase more new cars. Carmakers
then demand more tires from industry operators. Additionally, fuel economy concerns for vehicles also boosts
demand for more expensive, fuel-efficient tires from carmakers.

Foreign demand

Trade plays a significant role for the industry. Therefore, the macroeconomic climate of major trade partners, such
as the United States, are key demand determinants for the industry. As a result, the value of the Canadian dollar
relative to its trading partners is a key driver of demand from abroad. As the value of the dollar, as measured by the
Canadian effective exchange rate, declines, this increases demand from abroad as domestic products become less
expensive. Moreover, as new car sales and car travel improve in other countries, this also supports demand for
industry exports. As a result, the COVID-19 pandemic is expected to influence the industry's performance in 2020.
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Major Markets

  EXPORTS

Exports are the largest market segment for the Tire Manufacturing
industry in Canada at an expected 73.9% of revenue in 2022, increasing
over the five years to 2022.

The pace of the industry is dictated by its export market, primarily those tires exported to the United States. Due to
proximity, the United States is anticipated to account for over 90.0% of industry exports in 2022. In response to the
COVID-19 (coronavirus) pandemic, the economy's recovery is expected to spike international trade activity in 2021.
As a result, the industry's reliance on the US market has increased over the past five years.

OEM MARKETS

Original equipment manufacturers (OEMs) purchase tires directly from tire
manufacturers for assembly.

This is mostly composed of automotive OEMs that affix the tires to cars during the assembly process. Automakers
are expected to account for 4.7% of total revenue in 2022, while truck and machinery OEMs are expected to
generate just 0.4% of revenue. Canadian automakers, which are largely located near the Great Lakes close to their
US counterparts, represent the largest portion of OEM demand. OEM automakers are expected to fall over the past
five years due to the effects of the coronavirus pandemic as the industry continue to suffer from supply chain
disruptions and delayed raw material shortages.

REPLACEMENT TIRE MARKETS

Replacement tires are sold either to independent dealers, tire
manufacturers-owned retail locations or a miscellaneous outlet.

This entire market segment, including passenger cars, light trucks and heavy-duty trucks, is expected to account for
21.0% of total industry revenue in 2022, falling as a share of revenue over the past five years. When broken down
into components, independent dealers account for the majority of replacement tire demand. The retailers include all
true tire stores, while wholesalers and big box stores would be considered part of the miscellaneous segment.
Furthermore, the replacement passenger car and light truck market accounts for the majority of the replacement tire
market, accounting for 19.3% in 2022. Moreover, the replacement medium- and heavy-duty market accounts for the
remaining 1.7% in 2022.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

International trade in the Tire Manufacturing industry in Canada is high and has been increasing over the five years
to 2022.

Exports

Exports are particularly important, as they will make up the overwhelming majority of industry revenue. Over the five
years to 2022, exports are expected to increase at an annualized rate of 3.5% to total $2.5 billion. Exports are
destined primarily for the United States, which are expected to account for over 90.0% of all exports in 2022. As a
result, exports to the United States generally dictate the pace of the entire industry.

Although demand from US consumers increased over the past five years, barring 2020, US markets sourced tires
from lower labour countries during the period. Over the five years 2027, the US dollar is anticipated to depreciate
against the loonie, which should put downward pressure on exports. As the value of the Canadian dollar, particularly
compared with the US dollar, increases, industry products will become less attractive to foreign consumers.
However, the loonie is projected to also depreciate over the next five years, supporting trading activity over the next
five years.

Imports

The import market has expected to decrease over the past five years. Imports are expected to satisfy over 80.0% of
domestic demand in 2022. Most foreign-made tires are sourced from the United States where many major tire
manufacturers are located. However, import origin locations are less concentrated than export destinations. The
United States is expected to account for less than 40.0% of imports in 2022. Imports from China and Germany and
other various locations have gained a greater share of the total during the period. Overall, imports are expected to
fall at an annualized rate of 0.6% to $4.7 billion over the five years to 2022. Import penetration has forced many
Canadian tire manufacturers to invest in fixed capital to remain competitive domestically.
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Business
Locations

  The spread of establishments in the Tire Manufacturing industry in Canada falls in line with the overall spread of the Canadian
population. Tire manufacturers operate in highly populated areas to more easily reach target demographics or markets. Therefore,
the provinces with the highest share of establishments are Ontario, Quebec and British Columbia.

Ontario is expected to account for 29.3% of industry establishments in 2022. The province's population share is expected to be
38.8% in 2022. Quebec is expected to account for 18.3% of industry establishments in 2022, while the province's population share
is estimated to be 22.5%. Industry operators that reside in Ontario or Quebec also benefit from being close to domestic
downstream auto manufacturers. Moreover, operators benefit from the Great Lakes and the Saint Lawrence River, both of which
are major waterways facilitating international trade. British Columbia is also expected to account for 17.1% of industry
establishments in 2022, as this is the third most populated province and maintains key ports for industry exports.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Tire Manufacturing industry in Canada maintains a high level of market share concentration. Tire manufacturers
produce tires for all types of vehicles and the concentration among various market segments is largely similar. The
expected market concentration of the overall industry has remained high over the five years to 2022. The largest tire
manufacturers are all multinational companies with strong global positions. In Canada, there are three major
multinational manufacturers that have relevant domestic operations, which are Compagnie Generale des
Etablissements Michelin, the Goodyear Tire & Rubber Company and Bridgestone Corporation. The industry has
experienced the exit of smaller competitors, as these companies do not benefit from economies of scale and
increased automation. However, these operators are mostly either smaller retreading companies or specialty
manufacturers, which do not account for significant revenue. Over the five years to 2027, the degree of market
share concentration is anticipated to increase as major players are able to retain domestic facilities through
automation and account for a growing share of the industry. Other operators are anticipated to exit the industry
either by shutting down or shifting manufacturing capabilities abroad.

Key Success
Factors

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

Managing raw material costs:
Effective management of volatile input costs will enable manufacturers to lower production costs.

Successful industrial relations policy:
Strong contractual relationships with labour unions will enable manufacturers to reduce the risk of work stoppage.

Aggressive marketing/franchising - given the high level of competition:
Increased investment in marketing provides manufacturers the ability to sway consumers into buying their product,
given the low level of product differentiation between similar tire segments.

Use of specialist equipment or facilities:
Industry players that use the greatest portion of existing plant capacity will lower production costs.

Adaptability of operations to comply with social distancing protocols:
Many companies temporarily suspended operations in their factories at the height of the COVID-19 (coronavirus)
pandemic to mitigate the spread of the virus. Factories have since reopened and have adjusted their production
lines.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 8.1% of revenue in 2022, down from 9.9% in
2017. The industry profit margin is expected to decrease due to the
COVID-19 (coronavirus) pandemic has led to decreased demand for
industry products. In addition to downstream demand, oil,
petrochemical and synthetic rubber prices also affect industry profit and
these have fluctuated considerably over the five years to 2022. With the
economy showing signs of recovery in 2021, industry revenue is
projected to spike over to 2022. However, operators continue to endure
turbulent operating conditions such as labour shortages, supply chain
disruptions and rising raw materials costs. Consequently, profit growth
is expected to be limited in 2022. Furthermore, IBISWorld anticipates
industry profit to increase marginally over the five years to 2027.

 

  Wages

Industry wages are estimated to account for 11.0% of revenue in 2022,
down from 12.1% in 2017. As with most manufacturing industries, the
industry is capital intensive. However, average wages are relatively
high due to union labour and higher minimum wages. As a result,
imports from low wage cost countries represent a greater competitive
threat. Although industry wages are expected to fall as a share of
revenue, companies are expected to continue putting more investment
in retaining workers. For instance, operators are incentivized to keep as
many employees on their payroll in 2020 to assist in the economic
recovery moving forward. Thus, revenue is expected to fall at a faster
rate than wages in 2020. In addition, companies are hiring more high-
skilled research and development (R&D) workers. With the economy
recovering in 2021, revenue growth is expected to outpace wage
growth, decreasing wages' share of revenue during the current period.
IBISWorld anticipates wages' share of revenue to continue falling over
the five years to 2027.
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  Purchases

Purchase costs are estimated to account for 54.8% of industry revenue
in 2022, down from 59.9% in 2017. The high amount of rubber used to
produce tires makes the industry very sensitive to the level of raw
materials prices, including oil, petrochemicals and synthetic rubber.
Other raw materials used include nylon and polyester yarns, steel wire,
carbon black, pigments, adhesives, thermal plastic vulcanizer,
chemicals and bead wire. Most industry operators purchase these
materials from independent suppliers. However, some manufacturers
produce their own textiles and chemicals.

 

  Marketing

Marketing costs are expected to account for 1.0% of industry revenue
in 2022. Most advertising is either done in-house or by tire dealers.

 

  Depreciation

Depreciation costs are expected to account for 2.0% of industry
revenue in 2022, decreasing as a share of revenue over the past five
years. The cost of depreciation will invariably fluctuate between
operators depending on their size and the number of assets involved.
The cost of new plants and equipment used to manufacture tires and
tubes is significant. Constant product innovation necessitates regular
investment in new capital. However, with future uncertainty as a result
of the economic upheaval due to the coronavirus pandemic, some
companies are expected to delay investment in new facilities or
machinery as concerns of overcapacity linger. IBISWorld expects
depreciation's share of revenue to remain relatively stable over the next
five years.
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  Rent

Rent costs are expected to account for 3.7% of industry revenue in
2022. Rent expenses fluctuate as they represent a fixed cost that
cannot be adjusted quickly in times of low demand for industry
products. Production facilities in this industry are typically leased. Some
operators also own their facilities, which reduces rental expenses and
adds to their profit.

 

  Utilities

Utility costs are expected to account for 2.1% of industry revenue in
2022. Utilities' share of revenue has decreased slightly over the past
five years. Utilities costs including natural gas, electricity, water and
sewers that are used in operating production plants and offices.

 

  Other Costs

Other expenses represent various selling, general and administrative
expenses, which consist of legal, borrowing, insurance, environmental
and occupational health and safety expenses. As the industry has
continued to shift toward higher margin products, miscellaneous
expenses have risen, such as costs associated with research and
development activities. IBISWorld expects other costs to account for
17.2% of industry revenue in 2022.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

There is a high level of internal competition within the Tire Manufacturing
industry in Canada due to several factors.

For example, there is limited product differentiation. Most companies sell the same products, though the increasing
importance of high-performance and ultra high-performance (UHP) tires in the market afford manufacturers more
scope to differentiate their products on the basis of features and performance. The high level of advertising
expenditures by tire manufacturers, including motorsport sponsorships, is a method through which manufacturers
attempt to communicate their brand's message.

Also, product design influences tire performance and its range of suitable uses. Additionally, warranty conditions
guarantee the performance of the tire, thereby implying that the tire embodies a certain level of quality. Some
consumers are attracted to tire products that come with such guarantees.

EXTERNAL COMPETITION

The industry has a high level of external competition from imported
products.

Tire manufacturers in low-cost countries are able to benefit from reduced labour costs. As a result, they are able to
set their prices lower than domestic operators, increasing price-based competition and weighing on industry profit. In
response, existing industry operators typically lobby to increase import duties on tires and make their products more
competitive.

Barriers to
Entry

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

  There are no licensing requirements, government
regulations or resource constraints that are significant
enough to prevent companies from entering the Tire
Manufacturing industry in Canada. Other than standard
manufacturing facility qualifications and quality
assurances, this industry does not experience any
particular measures over other manufacturers. The major
resource required to enter this industry is capital. The
investment requirements for entry include significant
capital purchases, including equipment to manufacture
tires and related purchases. The high price for the
investment required might deter companies from entering
the industry. However, this varies significantly with the
type of operations. Small tire retreading operations
require significantly less capital to start, however, these
operations account for a smaller portion of total revenue
than large manufacturers.

Manufacturers also need to seek distribution channels for
their products. It is difficult for new entrants to get access
to the distribution channels created by a handful of major
players. The cost of competing with other companies that
are significantly entrenched in downstream markets may
also deter some companies from entering the industry.

The cost of sourcing skilled employees to produce tires
that comply with quality and safety regulations may deter
some companies from entering the industry. A skilled
workforce specialized for this industry does not exist in all
parts of the country, creating a barrier in terms of suitable
locations. Complying with regulation is of utmost
importance as well. Companies that do not follow the
requirements can be fined or shut down as a result of its
practices. This can be a barrier to new entrants that are
not familiar with certain regulations.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  
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Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Tire Manufacturing industry in Canada has a high level of globalization, with foreign-owned manufacturers
accounting for a majority of the total Canadian tire manufacturing market. The industry is highly globalized given the cost
effectiveness of the vertical integration of the manufacturing process. In most cases, it is more cost effective to move
operations abroad to take advantage of lower labour costs and capital expenditures. The presence of several major
global companies in the industry increases competition and puts downward pressure on profit margins as the industry
exhibits a high level of intercompany rivalry. These major players have the ability to move operations to where it is more
cost effective, thus preserving profit margins. However, most of these companies are more susceptible to currency
fluctuations and country-based operating risk. These large multinational companies often also own or maintain close
relationships with rubber producers. This shields companies from some price changes, but also exposes them to political
uncertainty in rubber producing countries.
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Major Companies

Major Players Michelin North America (Canada) Inc.

Market Share: 44.3%

  Compagnie Generale des Etablissements Michelin (Michelin) has a presence in Canada via its subsidiary Michelin
North America (Canada) Inc. (Michelin Canada). The company manufactures tires for many kinds of vehicles, from
passenger cars to farm vehicles, through its 69 production facilities in 17 countries globally. With 123,600
employees, in 2020 (latest data available), across the globe, its marketing initiatives span a considerable 170
countries. In 2020, Michelin generated $31.3 billion in total company revenue, when converted to Canadian dollars
(latest data available).

The company's Canadian headquarters are in Laval, QC, while all of the company's Canadian manufacturing
facilities are located in Nova Scotia. The two light truck and passenger tires facilities are located in Bridgewater and
Pictou. Truck tires are manufactured in Waterville, NS. In March 2016, the company announced it would temporarily
hire employees at its Pictou, NS, plant to expand its winter tire production. The company also engages in several
miscellaneous activities. Most notably, the company operates several restaurant-related businesses, including the
famous Michelin Star designation. In relation to its tire business, the company acquired Tire Centers Inc. in 2016.
This purchase improved the company's North American tire dealer network, which is expected to improve the
company's distributions and market share. Michelin also acquired Quebec-based Camso Inc. (Camso) in 2018 for
$1.8 billion. Camso is considered a global player in the off-the-road vehicle tire manufacturing market and has
manufacturing operations in Quebec. This move will further strengthen Michelin Canada's market share.

Financial performance

IBISWorld expects the company's industry-relevant revenue to increase at an annualized rate of 3.8% to $1.5 billion
over the five years to 2022. The company's ability to control pricing is a major factor in its profitability. New product
introductions have led to favourable profit margins in both the replacement and original equipment categories,
enabling the company to sell inventory at a premium. In Canada, the company has cited strong growth in the tire
replacement market, driven by an increase in individual and consumer vehicle usage between 2015 and 2019.



Tire Manufacturing in Canada February 2022

30 IBISWorld.com

However, the COVID-19 (coronavirus) pandemic hindered company performance in 2020, with an expected decline
of over 10.0% in 2020.

With the economy recovering, the company continues to endure volatile working conditions, such as labour
shortages, supply chain disruptions and rising raw materials costs. Furthermore, industry-relevant revenue continues
to be limited due to ongoing chip shortages. Overall, Michelin is projected to experience a strong recovery in 2021,
with further growth in 2022. As a result, IBISWorld expects industry-relevant operating income to increase an
annualized 5.8% to $201.3 million over the five years to 2022.

 
Michelin North America (Canada) Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,264.1 N/C 151.5 N/C
2018 1,420.3 12.4 164.4 8.5
2019 1,505.8 6.0 167.9 2.1
2020 1,287.9 -14.5 88.3 -47.4
2021 1,466.5 13.9 181.8 105.9
2022 1,520.4 3.7 201.3 10.7

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

Goodyear Canada Inc.

Market Share: 24.6%

  Founded in 1898, the Goodyear Tire & Rubber Company (Goodyear) is one of the world's largest tire manufacturers.
It participates in the Canadian Tire Manufacturing industry via its subsidiary, Goodyear Canada Inc. (Goodyear
Canada). In 2020, the company employs 62,000 workers and is headquartered in the United States (latest data
available). Goodyear manufactures tires for automobiles, trucks, motorcycles, buses, earthmoving and mining
equipment, commercial and military aviation and industrial equipment. Goodyear also manufactures mud flaps for
trucks and other types of tires and offers retreading and commercial services. Total company revenue totalled $16.5
billion in 2020.

In 2020, the overall company maintains 46 manufacturing sites in 21 countries. IBISWorld expects over 90.0% of
industry sales to be industry relevant. However, domestic production is expected to account for less than 5.0% as
there are only two plants located in Canada.

On October 1, 2015, the company dissolved its alliance with Sumitomo Rubber Industries Ltd. Goodyear owned
75.0% of the combined company in North America and 25.0% of the Asian operations. The company sold the
operations to refocus on core competencies and reduce exposure to the volatile rubber markets. Goodyear operates
in Canada as part of its Americas segment, which operates plants in the United States, Mexico, Brazil, Columbia,
Chile, and Peru. The company holds a strong market position within Canada through its two consumer tire plants in
Medicine Hat, AB, and Napanee, ON. It also owns a mixing centre in Valleyfield, QC, which enables Goodyear
Canada to better control its costs.

Financial performance

IBISWorld expects the company's industry-relevant revenue to increase at an annualized rate of 4.8% to $842.3
million over the five years to fiscal 2022. In response the coronavirus pandemic, the company is expected to have
negative operating income in 2020, primarily due to dampened demand in downstream markets. Notably, Goodyear
recently introduced the WinterCommand, a mid-tier innovative winter tire in early 2019. With the economy showing
signs of recovery, industry-relevant performance is expected to bounce back in 2021. Furthermore, continued
growth is expected to improve the company's performance in 2022. Consequently, IBISWorld expects the
company's industry-relevant operating profit, measured as earnings before interest and taxes, to decrease an
annualized 1.4% to reach $63.1 million over the five years to 2022.
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Goodyear Canada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 667.6 N/C 67.6 N/C
2018 682.7 2.3 56.2 -16.9
2019 636.2 -6.8 40.8 -27.4
2020 547.2 -14.0 -0.6 N/C
2021 734.6 34.2 46.6 N/C
2022 842.3 14.7 63.1 35.4

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

Bridgestone Canada Inc.

Market Share: 12.9%

  Established in 1931, Bridgestone Corporation (Bridgestone) participates in the Canadian Tire Manufacturing industry
via its subsidiary Bridgestone Canada Inc. (Bridgestone Canada). Bridgestone sells tires and diversified rubber
products in more than 150 countries worldwide. Products include tires and tubes for passenger cars, trucks, buses,
construction and mining vehicles, agricultural and industrial machinery, aircraft and motorcycles. The company is
headquartered in Tokyo and employs about 138,000 people globally in 2020 (latest data available). In 2020, the
company generated $37.6 billion in global revenue.

IBISWorld expects the company's industry-relevant operations to account for over 80.0% of total revenue.
Furthermore, though the company's Canadian headquarters are located in Mississauga, ON, it operates one tire
manufacturing plant located in Joliette, QC, where it employs over 1,000 workers. In this facility, Bridgestone
Canada makes more than 40 different types of tires for passenger cars and light trucks, some of which are
specialized and require more advanced manufacturing methods. In February 2016, the company announced it
would dedicate $312.0 million, with $54.0 million coming from the Quebec provincial government, toward expanding
its Joliette, QC, facility to better meet market demand for larger diameter tires and improve efficiency. The project
would be completed over five years and according to the company website, the overall project will help increase
plant capacity by 3,000 tires per day to bring daily production to 20,000 tires per day by 2023. More recently, in late
2018, Bridgestone Canada announced the construction of an automated warehouse at its Joliette, QC, plant to
increase its storage capacity, with the investment expected to cost $56.0 million.

Financial performance

IBISWorld expects the company's industry-relevant revenue to remain relatively stagnant at $442.4 million over the
five years to 2022. However, Bridgestone endured volatile performance due to the coronavirus pandemic in 2020.
Furthermore, the pandemic plummeted industry-relevant operating profit due to supply chain disruptions and
declining demand from downstream markets. Moreover, with the economy recovering and demand rising, IBISWorld
projects industry-relevant performance to recovery steadily to 2022. Consequently, IBISWorld expects the
company's industry-relevant operating profit, measured as earnings before interest and taxes, to increase an
annualized 1.1% to reach $53.7 million over the five years to 2022.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 442.1 N/C 50.9 N/C
2018 451.9 2.2 49.9 -2.0
2019 453.7 0.4 44.4 -11.0
2020 396.6 -12.6 29.5 -33.6
2021 417.1 5.2 45.2 53.2
2022 442.4 6.1 53.7 18.8

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from JPY to CAD)
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Other Companies The rest of the Tire Manufacturing industry in Canada consists of small industry operators that account for less than
5.0% of the market. Since the industry is heavily concentrated, with the three largest players accounting for the
majority of industry revenue, potential entrants find it difficult to compete on price. Large operators are able to
benefit from economies of scale, distributing their fixed costs among several facilities to bolster profit margins.
Moreover, large industry operators typically have greater purchasing power over their upstream suppliers, which
permits them to negotiate favourable contracts for raw materials, such as rubber. Savings can then be passed down
to downstream operators in the form of lower prices, lifting demand.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Tire Manufacturing industry in Canada is characterized
by a moderate level of capital intensity. In 2022, industry
operators are expected to spend $0.18 on capital
investments for every $1.00 spent on labour. The
technology needed for tire manufacturing is capital
intensive and skilled labour is needed to carry out the
production process. Many of the new types of tires that
cater to the cost-conscious consumer do not require
significant capital investment because manufacturers can
build these tires on existing production lines with limited
added investment. Due to the volatile nature of the
industry, coupled with the effects of the COVID-19
pandemic, IBISWorld expects capital intensity to decline
over the five years to 2022. Moreover, IBISWorld expects
capital intensity to recover in line with the rest of the
economy over the five years to 2027.
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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.

High Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

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 rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

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

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.

Operators in the Tire Manufacturing industry in Canada manufacture a diverse
set of tires for different vehicles, ranging from passenger cars to semi-trailer
trucks.

Consequently, technological disruption within the industry has not been significant as many of the technological
advancements that has happen internally within the industry. Furthermore, motor vehicles are expected to experience a
technological revolution with the advent of autonomous motor vehicles, which is expected increase downstream demand
and protect the industry from any technological disruption.

The level of technology change is    Medium

  Companies within the Tire Manufacturing industry in Canada, similar to many
other manufacturing industries, have experienced the effects of improved
technology on their productions lines.

There continues to be greater use of robotics and sensor technology to increase production efficiency. Greater automation
in the process not only increases production speed, but also improves company logistics by permitting careful
measurement of existing and potential stock. In addition to productivity gains, most manufacturers are finding ways to
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create value-added tires with the existing equipment they have. For example, in Canada, there is a large market for winter
tires due to a majority of Canada having cold, snowy winters. Historically, studded snow tires were the only type of tire on
the market, but these tires can damage roads if there is not ice on the road's surface. However, advances in rubber
compounding and tread designs have led to consumers buying studless tires. These tires are able to maintain flexibility in
colder temperatures and provide better traction than non-winter tires.

Other products that have evolved out of improved technology include tires that make vehicles more gas efficient. This helps
drive industry revenue as most operators are creating products that cater to the cost-conscious consumer and are more
efficient in regard to the vehicle's gas efficiency. However, most of the research and development in major companies is
aimed at creating marketable differences between major companies' flagship products. Research and development is
essential for operators, as they seek to innovate within the space.

Revenue
Volatility

The level of volatility is    Very High

  The Tire Manufacturing industry in Canada has a very high level of revenue
volatility.

This is evident as the industry has experienced a revenue decline of over 15.0% in 2017 and a subsequent increase of
16.0% in 2018. Coupled with the effects of the COVID-19 (coronavirus) pandemic, the industry's volatility is expected to
further increase as the economy and demand for industry products plummet. Moreover, volatility in the world price of rubber
also led to industry revenue volatility.

Typically, a decline in the price of rubber lead to reduced purchasing costs, while also contributing to increase competition
from foreign producers. Imported tires from Asia can take better advantage of rubber price reductions due to their relatively
lower labour costs. Low-cost imports compete fiercely for domestic market share, generating price-based competition
among industry competitors and forcing operators to reduce selling prices. The coronavirus pandemic is expected to disrupt
the industry's supply chain and pressure facilities to abide social distancing protocols.

With the economy showing signs of recovery in 2021, industry revenue is projected to spike over to 2022. However,
operators continue to endure turbulent operating conditions such as labour shortages, supply chain disruptions and rising
raw materials costs. Although IBISWorld anticipates revenue volatility to be low over the five years to 2027, any unexpected
volatility in commodity prices or delays in the economy recovering pose a risk to industry volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Tire manufacturers in Canada must be aware of vehicle manufacturing
standards including safety, harmonization and emissions standards that
automobile manufacturers must comply with.

Since the United States remains the largest trading partner for the Tire Manufacturing industry in Canada by a large margin,
US regulations are relevant to industry operators. For example, the National Highway Traffic Safety Administration
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(NHTSA) established various standards and regulations applicable to tires sold in the United States. Moreover, NHTSA has
the authority to order the recall of tires if it deems the product has a defect related to motor vehicle safety. The Corporate
Average Fuel Economy (CAFE) requirements in the United States have put pressure on Canadian manufacturers to seek
innovation in tire technology to meet demand from automakers for more efficiency. Specific to Canada, the Motor Vehicle
Tire Safety Regulations (2013), enabled under the Motor Vehicle Safety Act, outlines the guidelines for tires domestically.

In the United States, a recent rollback to efficiency guidelines occurred in early 2020. However, the same shift has not
occurred domestically. US automakers have been lobbying the new administration to reduce the restrictive fuel economy
standards. Nonetheless, the new fuel efficiency standards still call for future reductions, however at a reduced rate.
Consumer preferences are still trending toward demand for more efficiency, which is expected to continue pressuring
manufacturers to focus on efficiency.

COVID-19

In 2020, government-mandated temporary closures of nonessential
businesses due to the COVID-19 (coronavirus) pandemic affected downstream
demand for industry operators.

Furthermore, temporary closures of some factories and manufacturing plants reduced demand from the industry services,
overall contributing to the industry's contraction in revenue in 2020.

Industry
Assistance

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

The Tire Manufacturing industry in Canada has a moderate level of direct
industry assistance.

Major players such as Bridgestone Canada Inc. (Bridgestone Canada) and Michelin North America (Canada) Inc. (Michelin
Canada) receive subsidies from capital investments in their Canadian production facilities. For example, Quebec has lent
Bridgestone Canada $54.0 million in the form of lending and grants to modernize its Joliette, QC, plant in 2016. In 2013,
Michelin Canada received a $8.9 million provincial subsidy to expand one of its factories in Nova Scotia. More recently,
Nova Scotia contributed $3.6 million to Michelin Canada in the building of a new winter tire line and a new process for
semifinished materials through its Nova Scotia Business Inc. Innovation Rebate Program. Furthermore, the Department of
Labour and Advanced Education will assist in training some of the new employees for these projects.

In addition, the industry receives support through several industry associations, such as the Tire and Rubber Association of
Canada and the Suppliers' Council to the Canadian Tire Industry. The former is a national trade association that represents
the interests of industry operators and other importers of rubber goods. They facilitate communication with federal,
provincial and municipal governments. Conversely, the Suppliers' Council to the Canadian Tire Industry focuses on tire
dealers, rather than tire manufacturers. Nevertheless, the organization still facilitates communications across all parties.

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 90.0% of establishments employing fewer than 50 workers in 2022, 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
through the RRRF.
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Furthermore, 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)

Number of
Motor Vehicle
Registrations

(Million)
2013 3,876 556 106 68.0 6,974 2,135 4,324 419 6,065 31.7
2014 3,682 788 96.0 59.0 6,777 2,137 4,441 412 5,986 32.6
2015 3,702 870 90.0 55.0 6,335 2,217 4,866 423 6,350 33.2
2016 3,698 855 88.0 56.0 6,604 2,256 4,607 386 6,049 33.8
2017 3,088 752 85.0 53.0 6,844 2,138 4,700 375 5,650 34.3
2018 3,583 766 87.0 54.0 5,407 2,163 4,816 412 6,236 35.1
2019 3,503 723 82.0 51.0 5,268 2,227 4,674 394 5,950 35.7
2020 2,841 498 73.0 45.0 4,524 1,810 3,811 335 4,843 36.3
2021 3,183 684 74.0 46.0 4,812 2,348 4,338 360 5,173 36.9
2022 3,429 724 75.0 46.0 5,003 2,535 4,568 377 5,462 37.7
2023 3,466 730 74.0 46.0 4,997 2,570 4,512 377 5,408 38.6
2024 3,490 734 73.0 45.0 4,972 2,592 4,463 376 5,361 39.5
2025 3,506 732 72.0 45.0 4,936 2,609 4,405 374 5,302 40.4
2026 3,507 729 71.0 44.0 4,911 2,616 4,330 373 5,221 41.4
2027 3,513 734 70.0 43.0 4,897 2,625 4,261 372 5,149 42.4

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
Motor Vehicle
Registrations

(%)
2013 35.1 596 -5.36 -4.23 3.91 -1.36 -6.22 -0.17 14.1 2.92
2014 -5.00 41.7 -9.44 -13.2 -2.83 0.09 2.71 -1.72 -1.29 2.83
2015 0.53 10.4 -6.25 -6.78 -6.53 3.75 9.56 2.89 6.08 1.84
2016 -0.10 -1.73 -2.23 1.81 4.24 1.75 -5.33 -8.91 -4.75 1.80
2017 -16.5 -12.0 -3.41 -5.36 3.63 -5.22 2.02 -2.81 -6.60 1.47
2018 16.0 1.79 2.35 1.88 -21.0 1.17 2.47 9.81 10.4 2.33
2019 -2.25 -5.59 -5.75 -5.56 -2.58 2.95 -2.96 -4.28 -4.60 1.70
2020 -18.9 -31.2 -11.0 -11.8 -14.1 -18.7 -18.5 -15.1 -18.6 1.68
2021 12.0 37.5 1.36 2.22 6.36 29.7 13.8 7.49 6.82 1.65
2022 7.70 5.86 1.35 0.00 3.96 7.97 5.31 4.72 5.58 2.16
2023 1.09 0.84 -1.34 0.00 -0.12 1.35 -1.25 0.10 -0.98 2.38
2024 0.68 0.43 -1.36 -2.18 -0.51 0.88 -1.08 -0.27 -0.87 2.33
2025 0.45 -0.22 -1.37 0.00 -0.73 0.65 -1.30 -0.48 -1.10 2.27
2026 0.03 -0.39 -1.39 -2.23 -0.51 0.23 -1.73 -0.41 -1.52 2.47
2027 0.17 0.63 -1.41 -2.28 -0.29 0.37 -1.59 -0.19 -1.38 2.41

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 14.3 71.3 55.1 556 10.8 65.8 60,037
2014 21.4 74.2 58.0 543 11.2 70.6 60,720
2015 23.5 76.6 59.9 584 11.4 70.4 66,835
2016 23.1 76.2 61.0 560 10.4 75.0 58,404
2017 24.4 83.2 69.2 451 12.1 80.5 54,778
2018 21.4 77.2 60.4 663 11.5 62.1 76,142
2019 20.6 78.6 63.6 665 11.3 64.2 74,810
2020 17.5 78.7 63.7 628 11.8 62.0 73,983
2021 21.5 83.9 73.8 662 11.3 65.0 74,771
2022 21.1 83.6 73.9 685 11.0 66.7 75,315
2023 21.1 83.4 74.1 694 10.9 67.5 75,485
2024 21.0 83.3 74.3 702 10.8 68.1 75,664
2025 20.9 83.1 74.4 710 10.7 68.6 75,851
2026 20.8 82.9 74.6 714 10.6 69.2 75,932
2027 20.9 82.8 74.7 717 10.6 70.0 76,006

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

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

Tire and Rubber Association of Canada
http://www.tracanada.ca

Canadian Association of Tire Recycling Agencies
http://www.catraonline.ca

Transport Canada
http://www.tc.gc.ca

Industry Jargon HIGH-PERFORMANCE (HP) TIRE
A tire that differs from standard tires by speed rating, tread style and handling characteristics, which are all usually
more advanced.

LOW ROLLING RESISTANCE TIRE
Tires that minimize energy wasted as a tire rolls. They generally last longer than high performance tires.

ORIGINAL EQUIPMENT MANUFACTURER (OEM)
A company that manufactures products or components that are purchased by a company and retailed under the
purchasing company's brand name.

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
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players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.
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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
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