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COVID-19
(Coronavirus)
Impact Update

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

· The COVID-19 (coronavirus) pandemic is expected to increase industry revenue volatility by significantly reducing
downstream demand in 2020. For more detail, please see the Revenue Volatility chapter.

· Demand for various industry products will likely be affected differently by the spread coronavirus. For more detail,
please see the Products and Services chapter.

· Industry exports are expected to decline significantly in 2020 as a result of economic factors related to the global
coronavirus pandemic. For more detail, please see the International Trade 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 The Clay Brick and Product Manufacturing industry in Canada manufactures clay building material including bricks,

mortars and ceramic tiles. Operators also manufacture refractories, which are structures that retain their shape and
chemical identity when subjected to high temperatures. Refractories are ideal for use in kilns and furnaces. Major
buyers of industry products include building markets, steel manufacturers and companies in the mineral refining
sector.

Major Players Brampton Brick Limited

Meridian

Main Activities The primary activities of this industry are:

Manufacturing refractory products

Manufacturing clay bricks

Manufacturing ceramic tiles

Manufacturing other structural clay products

The major products and services in this industry are:

Refractories

Bricks and structural clay products

Ceramic floor and wall tiles

Other
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Supply Chain

SIMILAR INDUSTRIES

Ceramics Manufacturing in
Canada

Glass Product Manufacturing in
Canada

Cement Manufacturing in Canada Ready-Mix Concrete Manufacturing
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Clay Brick & Product
Manufacturing in the US

Clay Brick Manufacturing in
Australia

Brick & Tile Manufacturing in the
UK
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Industry at a Glance
Key Statistics

$736.0m
Revenue

Annual Growth

2015–2020

0.6%

Annual Growth

2020–2025

3.3%

Annual Growth

2015–2025

 

$-12.5m
Profit

Annual Growth

2015–2020

-43.1%

  Annual Growth

2015–2020

 

-1.7%
Profit Margin

Annual Growth

2015–2020

-11.9pp

  Annual Growth

2015–2020

 

34
Businesses

Annual Growth

2015–2020

-9.5%

Annual Growth

2020–2025

-3.1%

Annual Growth

2015–2025

 

1,302
Employment

Annual Growth

2015–2020

2.9%

Annual Growth

2020–2025

2.0%

Annual Growth

2015–2025

 

$101.6m
Wages

Annual Growth

2015–2020

3.9%

Annual Growth

2020–2025

2.3%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

5.9%
World price of steel

-2.8pp
Industrial capacity utilization

2.2%
Housing starts

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Increasing

  Barriers to Entry
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Product substitution has remained a threat to industry
performance

 Operators have turned to global markets for the sale of
industry products

 Weak demand has translated into falling profitability for
many operators

 Demand from the domestic residential construction market is
likely to remain weak

 Demand for refractories is expected to rise moderately over
the next five years

 Operators will likely continue to consolidate their operations
to remain profitable

 The small and fragmented nature of the industry has
compounded the challenge of import penetration for the
industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Housing starts
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Executive Summary Bricked up: Improving global economic conditions are expected to fuel
downstream demand for industry products

Clay bricks and tiles produced by the Clay Brick and Product Manufacturing industry in Canada are principally used
in the housing market for construction and renovation. Refractory products, which have high thermal resistance, are
used to line kilns and furnaces. The primary sources of demand for industry products are construction and industrial
manufacturing markets, particularly steel manufacturers. Over the five years to 2020, the industry has experienced
mixed results amid significant volatility. While the housing market has improved during most of the period, the global
COVID-19 (coronavirus) pandemic in 2020 is expected to lower downstream demand for industry products and harm
industry profitability. Significant volatility in the world prices of steel and crude oil have also constrained demand for
a variety of fabricated metal products used by related industries, cutting demand for refractory products. However,
the industry had a particularly strong year in 2018, due to growth in the world price of steel and crude oil, which
fuelled downstream demand for industry products. Over the five years to 2020, IBISWorld expects industry revenue
to increase an annualized 0.6% to $736.0 million, despite an expected decline of 10.4% in 2020 alone due to the
effects of the coronavirus pandemic on downstream demand.

The industry is small and fragmented, with only two operators expected to account for more than 5.0% of the market
in 2020. This has compounded the challenge of import penetration for the industry. Foreign manufacturers that
operate cost competitively, in addition to large economies of scale, have been able to undercut domestic operators,
damaging industry profit during the period. Imports, largely from the United States, Italy and China, currently satisfy
about 55.0% of demand in a given year. Despite high tariff protection, the Canadian market has been flooded with
Italian ceramics, which have a stellar reputation and brand recognition. The market has also been flooded with US
and Chinese ceramics, which are offered at competitive prices. Additionally, exports are expected to decline during
the period, as the spread of coronavirus makes the transportation of industry products even more costly in 2020.

Over the five years to 2025, industry performance is expected to improve alongside global economic conditions,
which should fuel downstream demand for industry products in construction, industrial and manufacturing markets.
Additionally, industry exports are expected to grow, as global demand growth is expected to outpace growth in
global supply. Over the next five years, IBISWorld expects industry revenue to increase an annualized 3.3% to
$866.6 million. Additionally, forecast growth in oil prices should stimulate demand for refractories from energy
markets. Improved demand conditions are expected to fuel growth in industry profit, as consumers increase
spending on construction and renovation activity.
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Industry Performance

Key External
Drivers

Housing starts

The residential construction market is the principal user of clay bricks and ceramic floor and wall tiles. In particular,
single-family housing construction relies heavily on these products, driving industry revenue. Domestic housing
starts are expected to decrease in 2020, posing a potential threat to the industry.

 

Industrial capacity utilization

Industrial producers are the principal source of demand for refractory products, since refractories are used to make
crucibles and furnaces. Industrial capacity utilization reflects demand from this market. Industrial capacity utilization
is expected to decrease in 2020.

 

World price of steel

Demand for refractories, the industry's largest product segment, is principally driven by the performance of domestic
primary steel manufacturers. The world price of steel reflects global demand conditions for steel, with high steel
prices coinciding with increased global demand. In turn, rising steel prices encourage domestic steel producers to
increase production capacity, which boosts demand for industry products. Conversely, declining steel prices
encourage steel companies to curb production capacity, which quells demand for refractories from this market. The
world price of steel is expected to decrease in 2020.

 

Canadian effective exchange rate index

International trade is significant in this industry, which exports a substantial share of products and is also
experiencing extensive import competition. A high exchange rate subdues exports and boosts imports, hurting the
industry. The Canadian effective exchange rate (CEER) index measures the strength of the domestic dollar
alongside that of several main trading partners. The CEER index is forecast to decrease in 2020, representing a
potential opportunity for this industry.
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Current
Performance

The Clay Brick and Product Manufacturing industry in Canada produces
three distinct product categories, which include clay bricks, ceramic floor
and wall tiles and refractory products.

Clay bricks and ceramic tiles are mainly used in construction and renovation, especially of single-home residential
units. Meanwhile, refractory products are made of highly thermally resistant material and used to line kilns and
furnaces that handle molten metal. Refractories are also integral in other heavy industrial applications, such as
petroleum refining and cement production. Accordingly, key markets for industry products include the residential
construction, metal manufacturing and energy markets.

Over the five years to 2020, the industry has experienced mixed results. While the industry has benefited from
growth in new residential construction markets, the popularity of some clay products has waned in favour of more
durable concrete substitutes. Further, the industry has suffered in response to significant volatility in steel and oil
prices, which caused demand for refractories from the metal manufacturing sector in particular to fluctuate wildly.
Meanwhile, import penetration is expected to remain high and account for 54.7% of domestic demand in 2020.
Rapidly rising competition from imports has squeezed certain operators out of the domestic market. As a result,
industry profit is expected to decline sharply during the period. However, the industry had a particularly strong year
in 2018, likely in response to improved demand from the energy sector alongside a significant increase in exports
that same year. Overall, industry revenue is expected to increase an annualized 0.6% to $736.0 million over the five
years to 2020, despite a forecast decline of 10.4% in 2020 alone in response to an anticipated decline in
downstream demand from construction, manufacturing and export markets caused by the global COVID-19
(coronavirus) pandemic.

STAGNATING DEMAND AND INCREASED EXTERNAL COMPETITION

Demand for brick and other structural clay products is closely tied to the
new housing market.

Over the five years to 2020, IBISWorld expects domestic housing starts to increase an annualized 1.0%, despite a
decline toward the end of the period. This is expected to aid growth in industry revenue, although the forecast
decline in housing starts in 2019 and 2020 may constrain revenue growth over the five years to 2020.

While the domestic new housing market is expected to improve, product substitution has remained a threat to
industry performance. Demand for some concrete masonry products, which are directly substitutable for industry
products in most construction applications, has threatened demand for clay bricks over the past five years. In
response, traditional clay brick manufacturers have increasingly focused on expanding their concrete block
production capabilities, either by acquiring smaller concrete block manufacturers or by adding concrete production
capacity at existing facilities. Across the industry, shipments of clay brick have been weak in response to rising
external competition from concrete masonry product manufacturers.
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In contrast, demand for refractories is mainly driven by the primary steel and nonferrous metal manufacturing
industries, which generally consume the majority of total refractory shipments in any given year, according to 2018
figures (latest data available) from global refractories manufacturer, RHI Magnesita NV. Demand from these markets
spiked previous to the reporting period, driven by rebounding steel prices and revitalized domestic production
capacity. However, volatile steel prices alongside forecast growth in steel imports over the five years to 2020 should
reduce domestic steel production capacity, likely lowering demand from one of the industry's largest downstream
markets. Since demand for refractory products is principally tied to domestic steel production, these trends have
contributed to the modest expectations for industry performance. While steel prices have risen since 2015, the net
effect has constrained output and limited demand for refractory materials.

IMPORT PENETRATION

One of the biggest threats to industry performance remains the relatively
high level of import penetration that operators must endure for clay
products.

The threat of import penetration introduces less costly products into the domestic market and increases price
competition among domestic operators, harming industry profitability. Fortunately for industry operators, imports are
expected to decline an annualized 2.4% to $759.1 million over the five years to 2020, due to an expected decline in
both 2019 and 2020. Imports are typically lower in other categories, although domestic metal manufacturers and
energy producers also purchase refractories from foreign manufacturers. In general, bricks are not imported in large
quantities due to the bulkiness and high transportation costs of these products. Accordingly, the majority of
Canadian demand for clay brick is met by domestic manufacturers, such as Brampton Brick Limited.

Imports come primarily from the United States, Italy and China, each of which has its own competitive advantage.
The United States is a cost-effective manufacturer that shares a border and a free trade agreement with Canada,
preempting it from most tariff costs. Tariffs on ceramic tiles from other countries are significant, reaching 8.0% in
2020. Italy is a world-renowned source of premium ceramics and products made there have brand recognition
across the globe. China is highly cost effective and able to offer products at low prices.

Increasingly squeezed out of the domestic market, operators have turned to global markets for the sale of industry
products. However, industry exports are expected to decline an annualized 0.9% to $107.5 million over the five
years to 2020, due to a forecast decline of 21.8% in 2020 alone as the spread of coronavirus is expected to increase
global transportation costs, making industry goods less attractive in foreign markets. Between 2015 and 2019,
exports are expected to grow, highlighting the increased focus that domestic operators have placed on these
markets in recent years.

SMALL AND FRAGMENTED INDUSTRY

Weak demand has translated into falling profitability for many operators,
especially given rising input costs.

Operators have been unable to pass these costs downstream to buyers without compromising demand further.
Additionally, the global coronavirus pandemic is expected to harm industry profitability in 2020 by lowering
downstream demand from operators that have endured closures, increased operating costs and work delays
associated with quarantine protocols. As a result, IBISWorld expects profit, measured as earnings before interest
and taxes, to stand at a loss of 1.7% of industry revenue in 2020, down from 10.2% in 2015. This figure has
fluctuated significantly over the past five years due to volatile demand conditions. Industry profitability in 2020 is
expected to be below the typical level of profit during the period, which consistently surpassed 10.0%. Due to recent
volatility and modest expectations for industry performance, many industry operators are expected to exit the
industry. Over the five years to 2020, the number of enterprises is expected to fall an annualized 9.5% to 34
companies. Some operators have chosen to operate cooperatively to reduce operating costs. For example, Meridian
Brick was created as a joint venture, with the two companies believing this new company would be able to operate
with lower costs. Despite the decrease in operators, the increase in consolidation activity has resulted in larger
companies that require bigger workforces, resulting in expected growth in employment. Over the five years to 2020,
IBISWorld expects the number of industry employees to grow an annualized 2.9% to 1,302 people.
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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)
Housing Starts

(Thousands)
2011 565 165 95.0 68.0 1,651 109 617 106 1,072 193,950
2012 575 173 90.0 64.0 1,622 106 669 107 1,138 214,827
2013 563 169 88.0 63.0 1,317 107 698 92.1 1,154 187,923
2014 750 112 85.0 60.0 1,283 111 744 91.4 1,383 189,329
2015 716 176 79.0 56.0 1,126 113 857 83.9 1,460 195,535
2016 670 143 77.0 55.0 1,081 121 820 77.5 1,370 197,915
2017 676 201 70.0 50.0 1,064 122 858 78.8 1,413 219,763
2018 841 271 46.0 33.0 1,425 140 864 112 1,565 212,843
2019 821 233 51.0 37.0 1,416 138 853 111 1,537 208,685
2020 736 112 47.0 34.0 1,302 108 759 102 1,388 206,000
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Industry Outlook
Outlook IBISWorld expects the Canadian Clay Brick and Product Manufacturing

industry to remain small, fragmented and unable to fully withstand the
competitive pressure of imports over the five years to 2025.

While rising steel prices and other commodities will likely bolster demand for refractory materials, further forecast
volatility in domestic housing markets should inhibit demand growth. Growing global production of industry products
will likely enhance competition, constraining potential export growth and further limiting revenue growth potential.
However, the industry is expected to benefit from an improved economy, with rising corporate profit stimulating
investment and stronger investment in nonresidential construction likely to bolster demand for industry products.
Overall, IBISWorld expects industry revenue to increase at an annualized rate of 3.3% to $866.6 million over the five
years to 2025. Industry profit will likely improve, as operators are expected to streamline their production processes
and focus on marketing more profitable products, such as advanced refractories and premium clay brick selections.
In 2025, industry profit, defined as earnings before interest and taxes, is expected to represent 10.3% of industry
revenue, after standing at a loss of 1.7% to begin the period.

MAJOR MARKETS

Demand from the domestic residential construction market is likely to
remain weak over the next five years, which is expected to constrain
demand for structural clay products, such as brick and tiles.

Domestic housing starts are forecast to decline an annualized 0.2% over the five years to 2025, with rising interest
rates and high household debt levels expected to inhibit development. In addition, industry operators will likely
continue to contend with rising external competition from manufacturers of concrete masonry products (IBISWorld
reports 32732CA and 32733CA) and manufacturers of flooring products made from hardwood or vinyl. Overall,
domestic shipments of clay brick and tile products are expected to stagnate over the five years to 2025. Therefore,
industry operators are likely to seek to export a larger share of their finished products to US markets, where the use
of brick remains popular in the Southeast and Midwest. While the US residential construction market is expected to
fare better than the Canadian housing market over the next five years, the US housing market remains highly
susceptible to macroeconomic volatility. Brick exports are likely to continue to account for a minimal amount of
domestic revenue since bricks have a low value to weight ratio, which typically makes it unprofitable to transport
them internationally.

Alternatively, demand for refractories is expected to rise moderately over the next five years, driven by rebounding
demand from domestic steel and nonferrous metal producers. In particular, demand from primary steel
manufacturers is expected to improve as increased industrial output will likely result in growing demand for refractory
products. Meanwhile, the value of nonresidential construction is forecast to rise an annualized 3.7% over the five
years to 2025, which is anticipated to stimulate demand for industry products.

INTERNATIONAL TRADE

With little improvement expected in domestic industrial and construction
markets, the industry will likely seek to export more of its products to
thriving markets elsewhere.
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As a result, growing US industrial and manufacturing markets should facilitate increased demand and drive export
growth. IBISWorld estimates that industry exports will grow an annualized 3.2% to $126.0 million over the next five
years. While the majority of exports will still be destined for the United States, operators will likely seek to diversify
markets and foster demand from emerging economies. The government's pursuit of free trade deals will likely
benefit industry operators, although it will likely continue to contend with transportation difficulties that make exports
somewhat prohibitive.

Meanwhile, imports are forecast to rise an annualized 3.5% to $903.1 million over the five years to 2025 and satisfy
an increased share of domestic demand. The relatively weak domestic dollar will likely slow the potential growth,
despite a modest forecast increase in the Canadian effective exchange rate index, which measures the value of the
Canadian dollar relative to the currencies of Canada's largest trading partners. Imports from China and Europe are
expected to grow and the high level of tariff protection, particularly on ceramic tiles, is unlikely to reverse that trend.
Chinese manufacturers, as well as US manufacturers, remain highly cost competitive and are able to offer structural
ceramic products and refractories at competitive prices, undercutting industry operators in the domestic market.

INDUSTRY STRUCTURE

Due to weak domestic demand for clay products and challenging
operating conditions, industry operators will likely continue to
consolidate their operations to remain profitable.

Accordingly, the number of establishments is expected to decline an annualized 3.2% to 40 locations over the next
five years. However, improved demand conditions may benefit industry employment. The number of workers is
forecast to rise an annualized 2.0% to 1,440 employees over the five years to 2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing Starts

 (Thousands)
2020 736 112 47.0 34.0 1,302 108 759 102 1,388 206,000
2021 779 206 46.0 33.0 1,343 114 806 105 1,471 205,000
2022 826 219 45.0 32.0 1,391 121 845 110 1,550 211,000
2023 840 223 43.0 31.0 1,405 123 866 111 1,583 206,000
2024 853 226 42.0 30.0 1,421 124 884 112 1,613 204,000
2025 867 230 40.0 29.0 1,440 126 903 114 1,644 204,000
2026 809 215 39.0 28.0 1,373 117 848 108 1,539 204,000

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

LIFE CYCLE REASONS

Industry products are widely accepted in downstream markets

Technological change in this industry has been limited

Consolidation among the industry’s largest players is prevalent
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The Clay Brick and Product Manufacturing industry in Canada is in the mature stage of its life cycle. IBISWorld
expects industry value added (IVA), which measures an industry's contribution to the overall economy, to rise an
annualized 2.7% over the 10 years to 2025. In contrast, Canada's GDP is forecast to grow an annualized 1.8%
during the same period.

Industry operators endure significant import competition from foreign manufacturers for clay structural products and
industry products are widely accepted in downstream markets. In 2020, imports are expected to satisfy the majority
of domestic demand, particularly for ceramic floor and wall tiles. The clay brick segment experiences high
competition domestically from substitute products, such as PVC and concrete bricks. Additionally, industry products
have undergone minimal technological innovation in recent years, with most technology being aimed at distribution
and logistical improvements. These characteristics confirm the industry's maturity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Construction In Canada

2nd Tier

Apartment & Condominium Construction in Canada

Commercial Building Construction in Canada

Homebuilders in Canada

Remodelling in Canada

Key Selling Industries
1st Tier

Ceramics Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

2nd Tier

Stone Mining in Canada

Sand & Gravel Mining in Canada

Mineral & Phosphate Mining in Canada

Products & Services

  Products in the Clay Brick and Product Manufacturing industry in Canada
include clay bricks, ceramic tiles and refractory products.

Refractory products are used principally in downstream metal markets, for heavy industrial manufacturing and for
infrastructure construction (e.g., cement production). Conversely, clay bricks, ceramic tiles and pipes are mainly
used in new residential construction and to a lesser extent, nonresidential and infrastructure construction.

REFRACTORIES

Refractories are defined as nonmetallic materials that retain their shape
and other physical characteristics when exposed to extreme temperatures
or highly corrosive conditions.

Accordingly, refractories are integral to the production of heavy industrial products such as steel, aluminum foundry
castings, glass and cement. Within Canada, primary steel manufacturers, primary aluminum smelters and petroleum
refineries represent the largest market for refractories (IBISWorld reports 33111CA, 33131CA and 32411CA). Other
markets for advanced refractories include nonferrous foundry products manufacturing (33152CA); aerospace and
defence; and powder metallurgy. Within these markets, refractories are typically consumable products (i.e. replaced
on a weekly, daily or even hourly basis) used to protect surrounding machinery or equipment from heat or corrosive
damage, in addition to protecting the product being made from contamination. In 2020, shipments of refractory
materials to both domestic and foreign customers are expected to account for 32.0% of industry revenue, down from
49.0% in 2015.

Demand for these products is principally tied to volumes of steel production in Canada, which has fluctuated wildly
over the five years to 2020 in line with volatile steel prices and cyclical demand from key markets, such as
automotive manufacturing, machinery manufacturing and nonresidential construction. Conditions in steel and oil
markets have fluctuated drastically over the past five years, causing significant volatility in production, which can
influence demand for refractories. In particular, oil prices are expected to reach historically low prices in 2020, which
is likely to constrict demand for refractory products. However, demand is forecast to recover over the five years to
2025 in response to improved steel and energy prices.
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CERAMIC FLOOR AND WALL TILES

This segment comprises ceramic floor and wall tiles.

In 2020, shipments of ceramic floor and wall tiles are expected to account for 40.0% of industry revenue, up from
22.3% in 2015. Demand for these products is mostly driven by new residential construction, as measured by
housing starts and to a lesser extent, private spending on home improvements. With domestic housing starts
expected to increase an annualized 1.0% during the period, demand for ceramic floor and wall tiles is expected to
grow steadily.

BRICKS AND STRUCTURAL CLAY PRODUCTS

Clay bricks and structural clay products, such as pavers, clay sewage
pipes and flooring bricks, are expected to account for 19.3% of industry
revenue in 2020, down from 23.0% in 2015.

Demand for these products is primarily driven by the construction of single-family homes and to a lesser extent, new
nonresidential construction, private spending on home improvement projects and government expenditure on
infrastructure.

The value of nonresidential construction is expected to decline an annualized 2.8% over the five years to 2020,
though increased government expenditure on infrastructure related to the spread of COVID-19 (coronavirus) may
diminish the decline in revenue from this product segment somewhat. Overall demand for clay bricks has declined
over the past few decades, with an increasing number of homebuilders shifting to bricks made from concrete or
other materials. Nonetheless, this segment deals with little import competition. Clay bricks are large, bulky and have
low value-to-weight ratio, dissuading international trade in the product, even from close trading partners, such as the
United States. Therefore, industry operators supply the majority of domestic demand for clay bricks.

OTHER

Other glazed and clay products include pavers, flooring bricks and
solutions designed for sewage infrastructure.

These products consistently form a fractional share of overall industry revenue, as the applications for these
products are so specific as to limit market potential. These other products are expected to account for 8.7% of
industry revenue in 2020, up from 5.7% in 2015.

Demand
Determinants

A variety of factors influence demand for products produced in the Clay
Brick and Product Manufacturing industry in Canada.

Trends in housing construction and in aesthetic preferences inform demand for clay bricks and ceramic tiles in
residential buildings. Clay's aesthetic appeal, especially its natural reddish-brown tones, may boost its purchase for
use in homes' exterior walls. Conversely, the trend toward substituting clay bricks for concrete bricks detracts from
demand for industry products, hurting operator revenue. Popular substitute materials include concrete, timber,
polyvinyl chloride and natural or imitation stone.

Meanwhile, demand for refractory products depends largely on the level of activity in downstream metallurgy
markets. In turn, this depends on the popularity of steel and steel products in the domestic market and on the level
of import protection afforded to the local iron and steel manufacturing sectors. The greater the level of activity in
these downstream markets, the greater demand will be for refractory products and other heat-resistant ceramics.

More broadly, demand for industry products also depends on the competitiveness of imports. Over the five years to
2020, industry operators have not benefited greatly from favourable trends in construction activity during most of the
period, since the majority of demand for ceramic floor and wall tiles is being fulfilled by imports. Imports are often
competitive on the basis of price and brand recognition. Tariff levels, currency values and the cost effectiveness of
domestic manufacturers all affect the level of import penetration, which affects demand for industry products.
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Major Markets

  CONSTRUCTION

Residential, nonresidential and infrastructure construction represents the
largest market for products produced by the Canadian Clay Brick and
Product Manufacturing industry.

IBISWorld expects this market segment to generate 42.7% of industry revenue in 2020, up from 33.9% in 2015. In
particular, the construction and renovation of residential housing units drives demand for clay bricks, which are
aesthetically popular for use in exterior walls. New houses also often use clay bricks as the secondary material for
construction of the exterior wall, after concrete. Home construction also drives demand for ceramic floors and wall
tiles and for terracotta roof tiles. Ceramic floors are increasingly popular in homes for their aesthetic appeal and
durability. However, the construction market also increasingly turns to imports to satisfy demand for ceramic wall
and floor tiles. Despite significant volatility in construction markets over the five years to 2020, this market segment
is expected to grow due to expectations for a greater loss in downstream demand from manufacturing and energy
markets during the period. Alternatively, domestic residential construction markets performed well during most of the
period, which is likely to fuel much of this growth.

METAL MANUFACTURING

This market segment includes primary steel and nonferrous metal
producers, foundry product manufacturers and secondary metal
manufacturers.

Demand from these markets is expected to account for a combined 19.1% of industry revenue in 2020, down from
28.9% in 2015. Steel production is the most important application for refractory products, which are used to line
furnaces and kilns in steel mills. Refractories are consumable products that are constantly replaced during normal
metal production. Accordingly, demand from this market broadly moves in line with the total volume of steel and
ferrous metal products manufactured.

EXPORTS

Export markets are important to industry performance and are expected to
generate 14.6% of revenue in 2020, down from 15.7% in 2015.

According to 2018 figures from Innovation, Science and Economic Development Canada (latest data available), the
majority of exports are of the refractory variety, spurred by relatively stronger steel markets abroad. In particular, the
majority of exports go to the United States, which shares a border and a free trade agreement with Canada, making
trade less costly. Indeed, shipments to US markets are expected to account for 84.7% of exports in 2020.

ENERGY

Another important market for operators in this industry is downstream
energy producers.

For example, in electricity generation, refractory products are used in boiler construction, in solar panels and as
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furnace linings. In particular, the research and development of new energy sources drives downstream demand from
this market segment. Over the five years to 2020, falling energy prices, particularly for oil and natural gas, are
expected to reduce investment in new energy production methods, lowering demand from this market. In 2020, this
market segment is expected to account for 4.1% of industry revenue, down from 6.2% in 2015.

OTHER

Other markets for industry products include petroleum refineries,
glassmakers and mineral refining industries that use refractory products
and other heat-resistant structural ceramics in their own production
processes.

Collectively, these industries are expected to represent 19.5% of industry revenue in 2020, up from 15.3% in 2015.



Clay Brick & Product Manufacturing in Canada December 2020

21 IBISWorld.com

International Trade Exports in this industry are    Medium and Steady

Imports in this industry are    High and Decreasing

International trade is an important part of the performance of the Clay Brick and Product Manufacturing industry in
Canada. Both imports and exports are significant indicators of the industry's competitiveness in domestic and global
markets.

Imports

Imports are expected to decline an annualized 2.4% to $759.1 million over the five years to 2020 and satisfy 54.7%
of domestic demand for industry products. Import penetration is the highest in the ceramic tile segment, followed by
the refractory product segment. Imports are fairly low in the clay brick segment, due to the bulky and low value-to-
weight nature of brick products.

Regarding the origin of imports, the United States, Italy and China import the most industry products. Chinese
imports in particular are expected to grow, due to the cost competitiveness of Chinese manufacturers and their
ability to offer products at low price points.

Exports

Increasingly crowded out of the domestic market, especially for ceramic tiles, operators have sought elsewhere for
income sources. International demand has proved one venue for partially offsetting the weak foothold in the
domestic market. Still, IBISWorld expects exports to decrease an annualized 0.9% to $107.5 million over the five
years to 2020 and account for 14.6% of revenue in 2020. This forecast decline is primarily a result of the COVID-19
(coronavirus) pandemic, which is expected to increase transportation costs and cause supply chain disruptions for
operators, ultimately lowering the potential for exports in 2020. In fact, exports are expected to decline 21.8% in
2020 alone, after experiencing overall growth between 2015 and 2019.

The majority of exports are of the refractory variety, although operators also export some clay brick products to US
markets in the Great Lakes region. Nonetheless, overall exports of bricks are low due to the heaviness and high
transportation costs of these products. The vast majority of exports go to the United States, which boasts a stronger
metal manufacturing and metallurgy sector than Canada, resulting in strong demand for refractory products and
other heat-resistant ceramics. In fact, no country other than the United States is expected to account for more than
2.5% of exports in 2020.
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Business
Locations

  Eastern provinces

Establishments in the Canadian Clay Brick and Product Manufacturing industry are concentrated in the eastern provinces, as
these provinces also maintain the majority of the Canadian population. According to 2020 figures from Statistics Canada, Ontario
is home to 50.0% of industry establishments in 2020, while Quebec is home to an estimated 18.2% of establishments. Due to
population density, these provinces are home to some of the industry's most important markets, including the construction and
primary metal production sectors. In addition, Ontario is close to the Detroit area, an important industrial hub in the United States
and a key destination for industry exports.

Western provinces

Both British Columbia and Alberta account for 11.4% of industry establishments in 2020, according to Statistics Canada. British
Columbia and Alberta are the third- and fourth-most populated provinces after Ontario and Quebec. In addition, both provinces
retain large energy markets and associated industries, driving demand for refractory products and clay construction products.
Some clay products are especially prominent in water infrastructure construction. No other province accounts for more than 5.0%
of total industry establishments in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Clay Brick and Product Manufacturing industry in Canada has a low to moderate level of market share
concentration, with the three largest operators expected to account for about 20.0% of industry revenue in 2020.
While this industry produces a range of products, which helps to diminish market share concentration, its small size
ensures that any facility with significant production capacity can capture a sizable chunk of industry revenue. The
industry does feature some large international operators. For instance, Vesuvius PLC is a leading global
manufacturer of refractories used in primary metal manufacturing, energy and other industrial markets, while
Brampton Brick Limited is a leading domestic manufacturer of clay bricks and other masonry products used in new
residential construction. Other significant operators within Canada include Meridian Brick, Jazbrick Group and Shaw
Brick. Apart from these larger operators, the remaining companies are smaller in size, producing a narrow range of
clay brick, ceramics and advanced refractory products at the local or regional level. However, industry consolidation
is expected to increase over the five years to 2020, driven primarily by the exit of numerous operators from this
industry. Additionally, the total number of industry establishments is expected to decline an annualized 9.9% to 47
locations over the five years to 2020. Industry participation is expected to continue shrinking over the five years to
2025, as underperforming businesses leave the market and existing companies continue to consolidate their
operations.

Key Success
Factors

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

Access to high quality inputs:
Operators must maintain an adequate supply of high-quality clay, sands and refractory raw material.

Proximity to key markets:
Operators must be strategically located, in proximity to key construction sites and industrial facilities, to meet
demand effectively. Proximity to markets also minimizes transportation costs.

Establishment of export markets:
With an increasing share of the domestic market turning to imports, operators must be able to take advantage of
global markets for industry products.

Understanding government policies and their implications:
The industry is heavily regulated. Operators must understand policies and ensure compliance on matters of product
standards, production safety and environmental regulation.
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Cost Structure
Benchmarks

  Profit

Weak demand has translated into falling profitability for many
operators, especially given rising input costs. Operators have been
unable to pass these costs downstream to buyers without
compromising demand further. Additionally, the global COVID-19
(coronavirus) pandemic is expected to harm industry profitability in
2020 by lowering downstream demand from operators that have
endured closures, increased operating costs and work delays
associated with quarantine protocols. As a result, IBISWorld expects
profit, measured as earnings before interest and taxes, to stand at a
loss of 1.7% of industry revenue in 2020, down from 10.2% in 2015.

 

  Wages

Relative to other manufacturing industries, wages in this industry are
high, accounting for an estimated 13.8% of industry revenue in 2020,
up from 11.7% in 2015. Growth in wages as a share of revenue has
been driven by growth in employment over the five years to 2020,
which has been fuelled by increased consolidation activity resulting in
larger enterprises that require a larger workforce.
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  Purchases

Purchases are the greatest cost for industry operators. There is
substantial variation in the cost component among the various industry
subdivisions, with clay refractory producers typically incurring the
highest costs. Overall, purchases are expected to represent 29.4% of
revenue in 2020, down from 31.2% in 2015. Key inputs include
common clays and shale materials, industrial sand and other
nonmetallic materials, such as refractory grade magnesium oxide.

 

  Marketing

Marketing expenses are fairly high for a manufacturing industry,
accounting for an estimated 1.7% of revenue in 2020, down from 1.9%
in 2015. There are few major brick producers and most products are of
a comparable quality, so advertising campaigns can help establish
reputations.

 

  Depreciation

Depreciation costs are expected to account for 3.1% of industry
revenue in 2020, up from 2.6% in 2015.
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  Rent

Rent expenses are expected to account for 8.2% of industry revenue in
2020, up from 6.0% in 2015.

 

  Utilities

Utilities are expected to account for 4.4% of industry revenue in 2020,
up from 3.7% in 2015.

 

  Other Costs

Other costs include administrative costs and research and development
expenditure. Research and new product development expenditures are
considerably higher among refractory manufacturers than among clay
brick and tile manufacturers. In contrast, marketing costs are relatively
higher among clay brick and tile manufacturers than among refractory
suppliers. Other costs are expected to account for 41.2% of industry
revenue in 2020, up from 32.7% in 2015.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Clay Brick and Product Manufacturing industry in Canada is
characterized by a high level of internal and external competition.

The industry is fragmented, with numerous operators competing over localized markets and very few large
operators. However, the toughest competition lies not within the industry, but between nations importing goods to
Canada. In 2020, imports are estimated to satisfy 54.7% of domestic demand for industry products, undercutting
operator presence in the domestic market.

Product differentiation and price are the most important basis of competition in the market for clay building materials
and refractory products. In addition, the capacity to deliver the product to the customer within the required time
parameters is critical, especially since customers are usually construction contractors or industrial manufacturers on
tight deadlines. The basis of competition varies widely across different product and market segments.

CLAY BRICKS

In general, prices across the market are uniform and competition depends
mainly on product differentiation, turnaround time and an operator's
distribution capabilities.

Brick manufacturers often establish relationships with leading homebuilders based on the capacity to deliver
products on time to construction sites and at discounted prices. Manufacturers may also maintain display centres in
the regions where they experience significant market presence, complementing word-of-mouth advertising with
traditional methods of advertising.

Although prices are usually uniform in this segment, operators may be subject to severe price-based competition
when there is a sharp downturn in building activity and excess production capacity. The combination of weak
demand and high supply causes operators to compete with lower prices, potentially undercutting the competition
and causing industry profit to fall.

CERAMIC FLOOR AND WALL TILES

This segment is subject to extensive competition from imports and from
nonclay-based substitute products, such as PVC, stone, glass and
concrete tiles.

Import competition from operators in the United States, China and Italy is fierce and is expected to increase over the
five years to 2025. China is a cost-competitive manufacturer that offers tiles at low prices, while Italy is a world-
renowned manufacturer of premium ceramics. Imports may be unglazed or glazed ceramic tile products, although
the majority of imports are glazed. Meanwhile, substitute products have won market acceptance for a variety of
reasons, including price and weight advantages over ceramic tiles.

REFRACTORY PRODUCTS

Refractory products are also subject to high import competition.

The standard of the refractory product is important and most industrial buyers are cognizant of the prevailing quality
in the market. When the standard of the product is acceptable, competition becomes based on price and on the
ability of the operator to guarantee constant and flexible supply. Guaranteed supply is especially important because
heavy industrial manufacturers must be assured of sufficient quantities when coordinating construction and
maintenance activities. However, the long-term link between refractory output and domestic steel production
capacity has eroded due to increasing import penetration and rising excess capacity in the domestic steel sector.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  The Clay Brick and Product Manufacturing industry in
Canada exhibits moderate barriers to entry. Initial capital
requirements are high and include investment in a
production facility, clay forming and baking machinery and
transportation equipment. New entrants also need to
recruit a highly skilled workforce capable of product
design, engineering and quality oversight.

Entry into the ceramic wall and floor tile segment is
particularly difficult, as entrants may be dissuaded by
increased import competition and product substitutes from
concrete and PVC alternatives. Another barrier to entry in
this segment is marketing arrangements. A new entrant
would need to overcome the established buying patterns
of many retail outlets, which often have contracts with
well-known global manufacturers, such as Mohawk
Industries Inc., which manufactures the majority of its
ceramic tiles abroad before importing into Canadian
markets.

Entry into the refractory product segment is also difficult,
restricted by the contraction of the local market for
traditional refractory products. In addition, established
relationships between the current leading refractory
suppliers and large-scale customers in the primary steel
and aluminum production, electricity generation,
petroleum refining and other heavy industries limit the
scope for new entry. Nonetheless, new entrants may
establish themselves in a niche market, adopting
emerging technologies to withstand competition from
existing players and imports.

More generally, access to suitable raw material reserves
including clays and magnesium oxide may dissuade entry
across all segments of the industry. The high cost of
transporting material from a quarry to a plant may be
especially dissuasive for prospective entrants. Barriers to
entry would be less severe for operators specializing in
high-value products and capable of absorbing significant
transport costs.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Clay Brick and Product Manufacturing industry in Canada exhibits a high level of globalization, as measured by trade
levels. The industry derives a moderate share of revenue from export sales, with exports expected to account for 14.6%
of revenue in 2020. More importantly, import penetration is extensive, with imported clay brick and refractory products
expected to satisfy 54.7% of domestic demand in 2020. Ownership structures also testify to high globalization, with one of
the largest players, Vesuvius PLC, headquartered in the United Kingdom while maintaining operations in about 40
countries, including Canada. Meanwhile, the two largest brick manufacturers, Meridian Brick and Brampton Brick Limited,
both have facilities across North America. IBISWorld expects industry globalization to remain high over the five years to
2025.
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Major Companies

Major Players Brampton Brick Limited

Market Share: 8.5%

  Originally founded in 1871 as Packham Brick Works, Brampton Brick Limited (Brampton) is one of Canada's leading
manufacturers of clay brick and concrete masonry products for the residential and commercial construction markets.
Headquartered in Brampton, ON, the company serves customers across eastern Canada, in addition to the Great
Lakes and Midwest regions of the United States. The company operates through two business segments, one
dedicated to masonry products and the other to landscape products. The masonry products segment manufactures
clay brick, other structural clay products and a variety of concrete masonry products for the new residential and
nonresidential construction markets. The landscape products segment manufactures concrete paving stones and
other decorative landscaping materials, none of which are relevant to the industry. Brampton participates in this
industry through the first segment, which includes its main brick manufacturing facility in Brampton, ON.

Through its manufacturing facilities in Brampton and Terre Haute, IN, the company boasts a total production
capacity of 400.0 million clay bricks each year. Brampton's plant in Ontario has an annual production capacity of
about 300.0 million bricks, which makes it the single-largest clay product manufacturing facility in Canada. As a
vertically integrated manufacturer of structural clay products, the company operates its own clay quarries, which are
located in Cheltenham, ON; brick manufacturing facilities; and distribution networks. According to the company's
2019 annual report (latest data available), Brampton generated total net sales of $141.6 million across all business
segments and geographic regions in 2019, with its Canadian operations accounting for the vast majority of total
company revenue.

Prior to the period, the company acquired the assets of Atlas Block for $13.4 million following its bankruptcy. These
assets included two concrete block manufacturing facilities in Hillsdale, ON, as well as Brockville, ON, which helped
boost the masonry business segment's revenue. In 2019, the company completed the acquisition of Boehmers, a
concrete block manufacturer based in Cambridge, ON. Over the five years to 2020, the company has increasingly
focused on manufacturing structural and decorative building materials made from concrete, which are not relevant to
this industry (IBISWorld report 32733CA). Brampton's strong growth in recent years was driven primarily by strong
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sales of concrete masonry and stone veneer products, in contrast to the relatively weaker demand for bricks and
other structural clay products.

Financial performance

IBISWorld expects the company's industry-relevant revenue to decline an annualized 0.3% to $62.8 million over the
five years to 2020. Between 2015 and 2018, the company's industry-relevant revenue grew steadily as the strong
performance of the Ontario housing market helped fuel downstream demand for industry products. However, a
reported decline in masonry revenue in 2019, followed by another forecast decline in 2020 related to the spread of
COVID-19 (coronavirus) that is expected to lower downstream demand for industry products, is expected to result in
an overall decline in the company's industry-relevant revenue during the period. Also, the company's industry-
relevant operating profit, defined as earnings before interest and taxes, is expected to decline an annualized 9.3% to
$3.0 million during the period, as a result of volatile economic conditions and significant investment by the company
in consolidation efforts, such as the acquisition of Boehmers in 2019.

 
Brampton Brick Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 63.8 N/C 4.9 N/C
2016 72.5 13.6 6.0 22.4
2017 78.8 8.7 2.5 -58.3
2018 79.0 0.3 10.1 304.0
2019 66.5 -15.8 -5.4 N/C
2020 62.8 -5.6 3.0 N/C

Source: Annual Report and IBISWorld
Note: *Estimates

Meridian Brick

Market Share: 8.3%

  Meridian Brick (Meridian) was formed in November 2016 as a joint venture equally co-owned by Forterra Brick, a
subsidiary of Forterra Inc. (Forterra) and Boral Limited (Boral). Due to the volatility in North American markets in the
years leading up to the formation of Meridian, the company pursued a strategy to minimize operating costs in an
effort to benefit from cost synergies and become a low-cost operator in North America. Previously, Boral employed
more than 700 workers across its manufacturing facilities, primarily in Indiana and in various states in the southern
part of the United States. Forterra employed about 600 workers and had facilities across six US states, in addition to
facilities in Ontario and Quebec.

Meridian does not operate in any clear segments. However, it splits its product categories into architectural and
residential brick offerings, both of which contain hundreds of different types of products. The company's
manufacturing capabilities consist of about 25 manufacturing plants across North America and it maintains industry-
relevant facilities in three plants in Ontario. While Meridian is co-owned by Boral and Forterra and does not release
its own annual reports, its revenue is listed in Boral's annual reports. According to Boral's fiscal 2020 (year-end
June) annual report, the Meridian Brick venture generated $524.6 million in total revenue in fiscal 2020.

Financial performance

Since Meridian is a co-owned joint venture, it does not release its own annual reports and has made minimal
announcements since its formation, meaning that there is limited information concerning its financials. Further, since
it only began operating in 2017, there are only a few years of financial data available. However, using estimates
based on revenue reported in Boral's annual report, IBISWorld estimates that the company will generate $60.8
million in industry-relevant revenue in fiscal 2021, accounting for an 8.3% share of the market. The company has yet
to report a profit, as it has posted a loss in each year since its formation. In fiscal 2021, IBISWorld expects
Meridian's industry-relevant operating profit, defined as earnings before interest and taxes, to stand at a loss of $1.1
million.
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Meridian Brick (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 46.7 N/C -0.2 N/C
2018 64.9 39.0 -0.1 -50.0
2019 65.6 1.1 -3.1 3,000.0
2020 60.8 -7.3 -1.1 -64.5

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Clay Brick and Product Manufacturing industry in Canada is highly fragmented and is characterized by
numerous small- to medium-sized clay brick, ceramics and refractory manufacturers. These manufacturers are
mostly small and privately owned, with no official revenue information available. Often, prominent global
manufacturers of clay products with distribution facilities in Canada are excluded from the industry if these
companies maintain no production facilities in the country. An example is Mohawk Industries Inc., which produces
clay brick and products in the United States and Mexico before distributing them as imports. Alternatively, a global
company with manufacturing facilities in Canada may be mostly involved in upstream operations, with no operations
at the level of the industry. For example, Canada-based Baymag Inc. operates one of the largest facilities in the
world dedicated to the production of refractory grade magnesium oxide, which is a central ingredient in the
production of nonclay refractory products. However, these operations are excluded from industry revenue.

Vesuvius PLC

  Market Share: 3.7%
  Headquartered in London, Vesuvius PLC (Vesuvius) became an independent company in 2012 after Cookson

Group dissolved into Vesuvius and Alent PLC. According to the company's 2019 annual report (latest data
available), Vesuvius has manufacturing facilities across six continents and employs nearly 11,000 people worldwide.
Across all business divisions and geographic segments, the company recorded total net sales of $2.9 billion in 2019.
In 2013, the company underwent a significant restructuring program, which included the divestiture of its precious
metals processing division and several other noncore operations. In particular, Vesuvius sold off its Canadian
construction, installation and technical services division, though this divestiture has not significantly affected the
company's industry-relevant manufacturing operations.

Vesuvius operates under two broad business segments, which include a steel division and a foundry division. The
company participates in this industry through the advanced refractories group in the steel division and fused silica
group in the foundry division. Canada is home to one of its advanced refractory facilities, based in Ontario. The
facility develops customized refractory systems, services and technologies that enable downstream industries to
improve their performance. Advanced refractories are also used to enhance the quality of metal products, increase
competitiveness and reduce environmental footprint. Over the five years to 2020, the company's domestic footprint
has remained mostly unchanged, as it has made no mention of any industry-relevant developments. In 2020,
IBISWorld estimates that Vesuvius will generate $27.4 million in industry-relevant revenue, accounting for a 3.7%
share of the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Clay Brick and Product Manufacturing industry in
Canada has a medium level of capital intensity, although
there is considerable variation in capital expenditures
across product segments. For example, the ceramic brick
and tile categories are very capital-intensive and highly
automated, while refractory production relies more on
skilled labour input, particularly in the design of new
products for the unconventional petroleum extraction and
nonferrous metal product manufacturing sectors.

Overall, industry operators are expected to spend $0.22 on
capital expenditures for every $1.00 spent on labour in
2020. Over the five years to 2020, capital intensity is
expected to remain steady as the industry continues to rely
heavily on skilled labour to manufacture certain clay
products. Over the five years to 2025, IBISWorld expects
the industry's level of capital intensity to remain largely
unchanged.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Very Low Innovation
Concentration

Very
Unlikely

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

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

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

Low Market
Concentration

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

  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.

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

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

Overall, operators in the Clay Brick and Product Manufacturing industry in
Canada are not subject to significant technological disruption caused by
technological advancements in competing or adjacent industries.

Although substitute products are prevalent, the manufacturing of the industry's products nevertheless involves both a
labour- and capital-intensive process that occurs on a large scale. As a result, this makes the industry less vulnerable to
disruption, as the manufacturing process has been optimized. Consequently, competition is mainly price based, with
manufacturers in this industry competing against low-cost foreign imports. However, imports are typically produced using
similar manufacturing processes as operators in this industry, with the low per-unit price of imports coming from the lower
cost of labour in some of the world's more emerging economies.

The level of technology change is    Low

  The pace of technological change in the Canadian Clay Brick and Product
Manufacturing industry is low.

However, there is variation in the influence of technology across the product segments. For example, the level of new
product and process development in the refractory segment is higher, ranging from low-volume production technology to
2,100.0-tonne vacuum hydraulic press technology. Technological advancements are particularly clear in nonclay refractory
production, a segment that is growing quickly for use in specialized applications. Competitive pressure has also intensified
operators' drive to innovate and introduce high value-added technology. This has enabled them to capture markets globally,
but also in emerging markets, such as Indonesia.
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Technological change is less evident in the clay building products segment, where current methods for producing ceramic
floor, wall and roof tiles remain similar to those dating back to the early 1990s. To produce glazed wall and floor tiles, raw
materials are mixed, pressed, ground and dried before being stamped into a tile biscuit. The tile biscuit is then fired before
decorating and glazing and the final firing occurs in a kiln. Generally, technology in this segment is logistical, with operators
focused on optimizing efficiency and upgrading existing production facilities. Overall, IBISWorld expects technology to
continue to play a small role in the industry over the five years to 2025.

Revenue
Volatility

The level of volatility is    High

  The Clay Brick and Product Manufacturing industry in Canada exhibits a high
level of revenue volatility.

Over the five years to 2020, revenue is expected to decline as much as 10.4% in 2020 and increase as much as 24.4% in
2018. Over the five years to 2020, industry revenue is expected to fluctuate an average of 13.4% each year.

Industry performance is dependent on demand from a small number of key markets, including new residential construction
and primary metal manufacturing (e.g. steel and aluminum production), both domestically and abroad. Demand from the
construction sector is primarily driven by new housing starts, private spending on home improvement projects and changing
consumer tastes (e.g. preference for clay tiles and brick over structural and decorative building products made from other
materials). In contrast, demand from metal manufacturers is mostly driven by metal production capacity, which is in turn
affected by fluctuations in the price of steel, aluminum and other metals. The spread of COVID-19 (coronavirus) is expected
to increase revenue volatility during the period by causing a significant decline in demand from downstream construction
and industrial markets in 2020. Although IBISWorld expects revenue volatility to be more moderate over the five years to
2025, the industry will likely remain subject to cyclical developments in the construction and steel manufacturing sectors.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Clay Brick and Product Manufacturing industry in Canada operates in a
highly regulated environment.

Operators are subject to a range of laws and regulations concerning the environment, worker health and safety and
international trade.

Clay product manufacturers are held to strict regulations regarding the release of emissions and other pollutants into the air
and water. In addition, they must adhere to standards concerning the treatment and disposal of hazardous waste. The
majority of these laws are enforced at the federal level within Canada's Department of the Environment, although individual
provincial governments also have the authority to exact further restrictions on resource management and waste discharge.
Vertically integrated companies that operate their own clay and shale quarries, such as Brampton Brick Limited, are also
subject to mining-related environmental regulations that vary widely across provinces.

With respect to labour, regulations include hours worked, collective bargaining, holidays, minimum wage, layoff procedures,
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unjust dismissal, severance pay and minimum safety standards. These regulations are set forth by both federal and
provincial government departments including the Canadian Centre for Occupational Health and Safety and Canada's
Ministry of Labour.

Industry
Assistance

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

The Canadian Clay Brick and Product Manufacturing industry's different
product segments receive different levels of support from the Canadian
government in the form of tariffs or taxes on imports.

Refractory products, the largest industry segment, receive no support as imports are subject to no tariffs. Clay brick building
blocks receive moderate support as these products are subject to tariffs of up to 3.0% from most countries, except those in
preferential treaties with Canada. Ceramic floor and wall tiles receive heavy support as these products are subject to 8.0%
tariffs.

Due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance programs
that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy covers a
portion of an employee's wages for eligible employers that have been negatively affected by the pandemic. Additionally,
operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada
Emergency Business Account provides interest-free loans to small businesses of up to $40,000. Large operators can 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)
Housing Starts

(Thousands)
2011 565 165 95.0 68.0 1,651 109 617 106 1,072 193,950
2012 575 173 90.0 64.0 1,622 106 669 107 1,138 214,827
2013 563 169 88.0 63.0 1,317 107 698 92.1 1,154 187,923
2014 750 112 85.0 60.0 1,283 111 744 91.4 1,383 189,329
2015 716 176 79.0 56.0 1,126 113 857 83.9 1,460 195,535
2016 670 143 77.0 55.0 1,081 121 820 77.5 1,370 197,915
2017 676 201 70.0 50.0 1,064 122 858 78.8 1,413 219,763
2018 841 271 46.0 33.0 1,425 140 864 112 1,565 212,843
2019 821 233 51.0 37.0 1,416 138 853 111 1,537 208,685
2020 736 112 47.0 34.0 1,302 108 759 102 1,388 206,000
2021 779 206 46.0 33.0 1,343 114 806 105 1,471 205,000
2022 826 219 45.0 32.0 1,391 121 845 110 1,550 211,000
2023 840 223 43.0 31.0 1,405 123 866 111 1,583 206,000
2024 853 226 42.0 30.0 1,421 124 884 112 1,613 204,000
2025 867 230 40.0 29.0 1,440 126 903 114 1,644 204,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2011 2.72 -2.78 -5.95 -6.85 3.38 10.5 -9.28 7.15 -5.17 2.11
2012 1.87 4.67 -5.27 -5.89 -1.76 -3.11 8.38 0.75 6.13 10.8
2013 -2.11 -2.15 -2.23 -1.57 -18.8 0.84 4.32 -14.0 1.40 -12.5
2014 33.2 -33.8 -3.41 -4.77 -2.59 4.02 6.63 -0.77 19.8 0.74
2015 -4.62 57.2 -7.06 -6.67 -12.2 1.16 15.2 -8.21 5.59 3.27
2016 -6.34 -18.5 -2.54 -1.79 -4.00 7.11 -4.31 -7.63 -6.18 1.21
2017 0.91 40.5 -9.10 -9.10 -1.58 0.82 4.60 1.67 3.13 11.0
2018 24.4 34.9 -34.3 -34.0 33.9 15.3 0.75 42.4 10.8 -3.15
2019 -2.37 -14.0 10.9 12.1 -0.64 -1.86 -1.29 -0.99 -1.81 -1.96
2020 -10.4 -52.1 -7.85 -8.11 -8.06 -21.8 -11.0 -8.56 -9.71 -1.29
2021 5.80 84.0 -2.13 -2.95 3.14 5.67 6.16 3.74 6.01 -0.49
2022 6.09 6.31 -2.18 -3.04 3.57 6.60 4.88 3.98 5.40 2.92
2023 1.64 1.73 -4.45 -3.13 1.00 1.32 2.38 1.18 2.08 -2.37
2024 1.55 1.70 -2.33 -3.23 1.13 1.30 2.12 1.26 1.89 -0.98
2025 1.60 1.63 -4.77 -3.34 1.33 1.36 2.17 1.33 1.93 0.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 29.2 57.5 19.4 342 18.8 17.4 64,385
2012 30.0 58.8 18.4 355 18.6 18.0 66,030
2013 30.0 60.5 19.0 428 16.4 15.0 69,932
2014 14.9 53.8 14.8 585 12.2 15.1 71,239
2015 24.5 58.7 15.7 635 11.7 14.3 74,512
2016 21.4 59.9 18.0 620 11.6 14.0 71,693
2017 29.7 60.7 18.0 636 11.7 15.2 74,060
2018 32.2 55.2 16.7 590 13.3 31.0 78,737
2019 28.4 55.5 16.7 580 13.5 27.8 78,460
2020 15.2 54.7 14.6 565 13.8 27.7 78,034
2021 26.4 54.8 14.6 580 13.5 29.2 78,481
2022 26.5 54.5 14.7 594 13.3 30.9 78,792
2023 26.5 54.7 14.6 598 13.2 32.7 78,932
2024 26.5 54.8 14.6 600 13.2 33.8 79,029
2025 26.5 54.9 14.5 602 13.1 36.0 79,028

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Brick Industry Association
http://www.gobrick.com

Ceramic Industry Magazine
http://www.ceramicindustry.com

The Institute of Materials, Minerals & Mining
http://www.iom3.org

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Industry Jargon CLAY
A fine earth sediment, typically yellow or red in color, that can be molded when wet and baked to make bricks,
pottery and ceramics.

CRUCIBLE
A refractory vessel, typically made of graphite or ceramic, used for melting and calcining materials at high
temperatures.

REFRACTORY
A heat resistant material used to build products that handle molten metals; used for lining furnaces and kilns.

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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