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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Metal Pipe and Tube Manufacturing industry in Canada is expected to grow slowly in 2022 as
steel prices begin to normalize in the wake of the COVID-19 (coronavirus) pandemic. For more detail, please see
the Current Performance chapter.

· Imports have not rebounded to prepandemic levels, which could benefit the industry moving forward. For more
detail, please see the International Trade chapter.

· Intense volatility in the world price of steel, exacerbated by the pandemic, has increased revenue volatility over the
five years to 2022. 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 The Metal Pipe and Tube Manufacturing industry in Canada includes standalone manufacturers of welded, riveted

or seamless pipes or tubes made from iron or steel. Steel is purchased as an input material for the manufacturing
process, generally in coil or billet form.

Major Players Tenaris SA

Main Activities The primary activities of this industry are:

Manufacturing drill pipes and pipe casings

Manufacturing steel pipe products

Manufacturing mechanical and structural tube and pipe products

The major products and services in this industry are:

Seamless pipes and tubes

Welded pipes and tubes

Riveted pipes and tubes

Pipe and tube fittings
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Supply Chain

SIMILAR INDUSTRIES

Plastic Pipe & Parts
Manufacturing in Canada

Iron & Steel Manufacturing in
Canada

Steel Rolling & Drawing in
Canada

Aluminum Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Metal Pipe & Tube Manufacturing
in the US

Steel Pipe and Tube
Manufacturing in Australia

Iron & Steel Casting in China Steel Tube, Pipe & Related Fitting
Manufacturing in the UK
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Industry at a Glance
Key Statistics

$5.1bn
Revenue

Annual Growth

2017–2022

1.3%

Annual Growth

2022–2027

1.1%

Annual Growth

2017–2027

 

$249.3m
Profit

Annual Growth

2017–2022

2.2%

  Annual Growth

2017–2022

 

4.9%
Profit Margin

Annual Growth

2017–2022

0.2pp

  Annual Growth

2017–2022

 

196
Businesses

Annual Growth

2017–2022

2.8%

Annual Growth

2022–2027

2.0%

Annual Growth

2017–2027

 

6,792
Employment

Annual Growth

2017–2022

1.1%

Annual Growth

2022–2027

1.6%

Annual Growth

2017–2027

 

$541.5m
Wages

Annual Growth

2017–2022

1.4%

Annual Growth

2022–2027

1.5%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

5.6%
Demand from oil drilling and gas
extraction

1.7%
Demand from water supply and
irrigation systems

6.8%
World price of steel

-0.6%
Value of nonresidential
construction

1.0%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Steady

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Increasing

  Technology Change
Medium

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Steady

 

Key Trends

 Collapsing oil prices decimated demand from the oil and gas
sector

 The number of industry enterprises will increase despite a
challenging operating landscape

 Import penetration remains a significant threat despite
substantial antidumping duties

 Increased global production of petroleum and natural gas
will help drive demand

 New entrants will join the industry amid renewed growth
prospects

 Competition from product substitutes and rising input prices
will hinder more robust profit growth

 Volatile steel prices have resulted in fluctuating industry
profit growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Customer Class Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Very high Volatility

  Low Profit vs. Sector Average

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2017-2022)

  High Revenue Growth (2022-2027)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Outlier Growth

  World price of steel
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Executive Summary Totally tubular: A weak demand environment will likely limit stronger
revenue growth

Demand for the Canadian Metal Pipe and Tube Manufacturing industry has fluctuated, but has ultimately increased
slightly over the five years to 2022. More specifically, collapsing crude oil prices prior to the period, followed by a
massive slump in demand from the energy sector, has hurt industry performance. Further, volatile steel prices have
made it difficult for operators to pass costs on to customers, resulting the industry's average profit margin fluctuating
during the period, though profit has increased overall as the economy recovers from the COVID-19 (coronavirus)
pandemic. Additionally, the pandemic is projected to exacerbate the aforementioned trends, though industry
revenue is forecast to grow an annualized 1.3% to $5.1 billion over the five years to 2022. This includes a projected
increase of 1.4% in 2022 alone as a sharp decrease in the world price of steel slows economic recovery.

Imports are anticipated to account for 19.1% of domestic demand in 2022 and have yet to recover from a strong
decrease in international trade amid the pandemic. However, exports have declined during the period, but to a much
smaller degree, while also recovering from pandemic-induced decreases. Industry exports declined 22.5% in 2020
alone as supply chains were broken and there were additional logistical issues associated with trade; however,
exports rebounded an anticipated 55.9% in 2021 amid economic recovery, despite an appreciating Canadian dollar.
This trend should foment growth for the industry moving forward, as import penetration has fallen compared with
during the first half of the current period.

Demand conditions will likely continue to be weak over the five years to 2027, despite the anticipated recovery of the
Canadian economy as the coronavirus pandemic eventually ends. For example, the price of Canadian oil is forecast
to rise over the next five years, encouraging domestic and foreign petroleum companies to invest in new drilling
machinery and equipment. In turn, demand for tubular goods and other higher-margin seamless pipe products from
the energy market will likely recover. However, the world price of steel is forecast to fall, which limits growth
prospects, and operators will thus have to decrease prices. Overall, industry revenue is expected to increase an
annualized 1.1% to $5.4 billion over the five years to 2027.
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Industry Performance

Key External
Drivers

Demand from oil drilling and gas extraction

The energy sector has traditionally been the largest and most profitable market for industry products. As oil and gas
extractors heavily rely on high pressure seamless pipes, the development of new fields that require drilling and
additional pipelines directly benefits industry revenue. Demand from oil drilling and gas extraction is expected to
increase in 2022.

 

World price of steel

The world price of steel is highly correlated with the price of industry metal pipes and tubes. Consequently, when
this key input price increases, so does industry revenue. However, when the price of steel rapidly changes, profit
margin is typically harmed for industry operators, as it can be difficult to pass on these cost increases. In general, an
increasing world price of steel benefits the industry, as it indicates growing downstream demand. The world price of
steel is expected to fall in 2022, posing a potential threat to the industry.

 

Demand from water supply and irrigation systems

Water supply distribution activities extensively rely on industry metal pipes and tubes. Consequently, increased
demand from water supply and irrigation systems tends to significantly boost industry sales. Moreover, given the
long-term nature of these projects, this market generally provides a very stable share of industry revenue. Demand
from water supply and irrigation systems is expected to grow in 2022, representing a potential opportunity for the
industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index compares the value of the Canadian dollar with its major
trading partners. When the CEER index increases, the value of the Canadian dollar increases, causing domestic
exports to become relatively more expensive on a global scale and foreign imports to become comparatively
inexpensive and more competitive. The CEER index is expected to fall in 2022.

 

Value of nonresidential construction

Nonresidential construction industries extensively rely on industry products for a range of applications. Moreover,
new construction typically requires additional purchases of industry pipes and tubes to connect these properties with
water utility and wastewater treatment plants. The overall value of nonresidential construction is expected to expand
in 2022.
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Current
Performance

The Metal Pipe and Tube Manufacturing industry in Canada includes
standalone producers of ferrous pipes and other tubular products made
from purchased iron or steel.

The industry has been characterized by the persistence of various difficulties over the five years to 2022, which have
ultimately resulted in inconsistent demand conditions. Steel prices have fluctuated wildly during the period, which
has pressured operators to reduce prices to sustain sales. In addition, collapsing oil prices and subsequent
reductions in new drilling activity decimated demand for tubular products from the oil and gas sector, which has
historically represented the industry's largest and most profitable market segment. This repeated itself later during
the period, as the COVID-19 (coronavirus) pandemic severely reduced oil prices and demand.

Although the industry performed well early during the period, as the economy recovered from the global
commodities glut prior to the period, the coronavirus pandemic is projected to bring about the reversal of these
trends. Fluctuating steel prices and deteriorating demand from the energy sector resulted in severe declines in 2020,
though this has recently reversed. Overall, industry revenue is expected to expand an annualized 1.3% to $5.1
billion over the five years to 2022, including an increase of 1.4% in 2022 as the world price of steel normalizes,
slowing the industry's recovery.

STEEL PRICES AND PROFITABILITY

Global steel prices are highly correlated with industry product prices and
purchase costs.

Overall, despite growing an annualized 6.8% over the five years to 2022, the world price of steel is projected to fall
29.1% in 2022. Coupled with weaker demand from the energy sector, low steel prices have been a key driver of
poor industry performance during most of the period. Further, volatile input costs have resulted in equally volatile
profit in recent years, with the average industry profit margin, measured as earnings before interest and taxes,
expected to increase from 4.7% of revenue in 2017 to 4.9% in 2022; however, profit accounted for 11.1% of revenue
in 2019 and operated at a loss of 0.4% in 2020.

Although lower input prices tend to improve profit, plummeting demand from the oil sector has forced operators to
cut prices on existing inventory or temporarily idle production at manufacturing sites. For example, major player
Tenaris SA (Tenaris) curbed operations at its Alberta welded pipes facility prior to the current period, slashing the
company's domestic production capacity by half while reducing its Canadian workforce by 120 employees. In 2015,
Tenaris announced further plans to idle production at Algoma Tubes Inc., a major seamless pipe mill in Ontario with
annual production capacity of 300,000 tonnes. As a result, the company dragged down the industry's overall
performance that year, resuming production at one facility in late 2016 and at both facilities in mid-2017.
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Despite a challenging operating landscape, the number of industry enterprises is anticipated to increase, rising an
annualized 2.8% to 196 operators over the five years to 2022, as establishment counts have also increased
consistently during the period. Moreover, industry employment is projected to grow an annualized 1.1% to 6,792
workers over the past five years, though rehiring activity due to rebounding downstream demand in 2021 and 2022
has supported employment growth overall.

INTERNATIONAL TRADE

The value of industry imports is anticipated to decrease an annualized
9.0% to $784.4 million over the five years to 2022, as the coronavirus
pandemic severely reduced imports in 2020 following increased logistical
and supply chain issues.

As a result, import penetration has declined, with imports' share of domestic demand falling from 31.0% in 2017 to
19.1% in 2022.

Imports from major trading partners have declined substantially in recent years, exacerbated by the implementation
of protectionist antidumping measures by the federal government. According to the latest data available from the
Canada Border Services Agency (CBSA), export prices for Chinese-manufactured goods have increased 91.0% and
166.9% for specific seamless steel and oil country tubular goods, respectively. More recently, the CBSA introduced
substantial antidumping duties on certain tubular goods imported from South Korea, Turkey, India and several other
countries, which went into effect prior to the period. These measures serve to protect domestic manufacturers to a
certain degree, though import penetration nevertheless remains a significant threat.

Alternatively, the value of industry exports is expected to decline an annualized 2.0% to $1.8 billion over the five
years to 2022, with exports falling 22.5% in 2020 alone due to the coronavirus pandemic. In particular, the United
States, which has long been Canada's largest and most significant trading partner, continues to dominate the export
market, accounting for 96.6% of exports in 2022.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2013 4,672 819 176 130 7,066 1,980 1,641 493 4,333 195
2014 5,309 1,081 175 141 6,888 2,140 1,611 470 4,780 187
2015 4,091 972 180 152 5,545 2,092 1,139 437 3,138 131
2016 3,330 726 186 168 4,910 1,457 776 381 2,648 144
2017 4,762 947 190 171 6,432 1,963 1,260 505 4,059 187
2018 5,489 986 197 176 6,804 2,083 1,335 565 4,742 218
2019 4,771 1,263 200 181 6,403 1,440 1,319 510 4,649 177
2020 4,295 666 206 186 6,063 1,117 949 478 4,127 174
2021 5,017 999 212 191 6,696 1,741 777 534 4,053 367
2022 5,088 1,014 217 196 6,792 1,770 784 542 4,102 260
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Industry Outlook
Outlook A recovering Canadian economy following the COVID-19 (coronavirus)

pandemic is projected to result in continuously rising demand for the
Canadian Metal Pipe and Tube Manufacturing industry over the five years
to 2027.

However, the world price of steel is expected to decrease after bouncing to historic highs in 2021 in the wake of the
pandemic, which will soften this increase in demand amid the recovering economy. Despite this, the North American
energy sector is forecast to return to normal as oil prices normalize, partially offsetting this trend. Exemplifying
domestic conditions, demand from oil drilling and gas extraction is expected to rise an annualized 2.6% over the five
years to 2027, providing a potential opportunity for the industry. Moreover, demand from water supply and irrigation
systems and nonresidential construction are both projected to grow, increasing an annualized 1.8% and 3.5% during
the same period, respectively. This is expected to contribute to an advantageous domestic landscape for industry
operators.

Further bolstering a more positive performance is the industry's trade conditions, which are forecast to underscore
improving domestic trends. Exports are forecast to increase an annualized 1.4% to $1.9 billion over the five years to
2027. In addition, imports will likely increase an annualized 0.8% to $814.5 million during the same period, in
contrast to sharp decreases over the five years to 2022. This is expected to result in recovering industry profit and
increased pressure on metal pipe and tube manufacturers to continue specializing products due to more favourable
demand conditions. As a result, industry revenue is expected to increase an annualized 1.1% to $5.4 billion over the
five years to 2027.

SHIFTING MARKETS

The oil and gas sector will likely return to being a significant market for
industry operators during the outlook period, as investments in domestic
and foreign drilling activities rebound in line with stabilizing crude oil
prices.

Additionally, the oil and gas market's use of industry products is not easily substituted by pipes made from plastic or
concrete, as ferrous metal pipes and other tubular products are specially designed to withstand the highly corrosive
and high-pressure environments that characterize unconventional oil and gas extraction projects. Further, increased
global production of petroleum and natural gas, particularly in the United States, will likely help drive demand for line
pipe and seamless pressure tubing from other segments within the energy sector. As a result, the energy sector's
share of industry revenue is expected to rebound quickly over the five years to 2027 as domestic and foreign drilling
activity increase concurrently.

GLOBALIZATION AND CONSOLIDATION TRENDS

The industry has been characterized by widespread cessation of
production capacities at its largest facilities due to extremely volatile oil
prices over the five years to 2022.

However, the industry's level of market share concentration is expected to rebound over the next five years as major
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players rekindle production capacities at existing facilities and smaller competitors continue exiting the market.
Despite this, positive economic conditions during the outlook period are ultimately projected to result in industry
consolidation briefly ending as new entrants join the industry amid renewed growth prospects. The number of
industry operators is thus forecast to increase an annualized 2.0% to 216 companies over the five years to 2027.
Similarly, industry employment is forecast to increase an annualized 1.6% to 7,348 workers during the same period.

COMPETITION FROM SUBSTITUTE PRODUCTS

The industry's metal pipe and tubing offerings compete with a wide range
of similar external products made from substitute materials, including
fibreglass-reinforced and standard plastic pipes, prestressed concrete
pipes and cement pipes.

Plastic pipes present the most potent form of external competition to the industry. While these pipes are largely not
applicable for high pressure purposes, plastic pipes are significantly less expensive and more versatile for general-
purpose, low pressure applications, such as waterworks, residential construction and general machinery
manufacturing. Competition from product substitutes and rising input prices are anticipated to hinder more robust
profit growth, though industry profit is anticipated to recover moving forward. Consequently, industry profit,
measured as earnings before interest and taxes, is expected to account for 5.5% of revenue in 2027, up from 4.9%
in 2022.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
 (Index)

2022 5,088 1,014 217 196 6,792 1,770 784 542 4,102 260
2023 5,095 1,043 220 199 6,871 1,777 782 547 4,100 237
2024 5,122 1,046 224 203 6,992 1,790 783 555 4,115 232
2025 5,215 1,068 229 207 7,117 1,826 795 565 4,183 228
2026 5,304 1,098 233 211 7,229 1,861 805 574 4,248 221
2027 5,383 1,121 238 216 7,348 1,893 815 583 4,305 214
2028 5,464 1,140 242 220 7,484 1,925 824 594 4,363 214
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Mergers and acquisitions are anticipated to increase as enterprise growth slows

Technological advancements are slowing and have not had a significant effect on demand

There is wholehearted market acceptance of metal pipes and tubes

The Metal Pipe and Tube Manufacturing industry in Canada is currently in the mature stage of its economic life
cycle, characterized by slow growth rates, static product offerings, clear and defined markets, slowing technological
change and consolidation activity. Industry value added (IVA), which is a measure of an industry's contribution to the
overall Canadian economy, is expected to increase an annualized 1.7% over the 10 years to 2027. In contrast,
Canadian GDP is expected to grow an annualized 1.7% during the same period. Typically, IVA growth that is in line
with that of the overall economy indicates a mature industry. Additionally, there are other qualitative factors at play
that further situate the industry in the mature stage.

Chief among these trends is the move toward consolidation activity, as the industry's fluctuating enterprise figures
have mirrored the performance of the steel sector as a whole. Several independent and domestically owned steel
companies have been acquired by foreign conglomerates in recent years, most notably Tenaris SA and the TMK
Group. To remain competitive, industry operators will likely need to improve production efficiencies and the
situations in which their products are applicable. However, most technological change in recent years has focused
solely on further automating the production process as opposed to the introduction of new metal pipe and tube
offerings, furthering the entrenched power of major players that benefit from economies of scale. This trend may at
least be caused in part by the wholehearted market acceptance of the industry's products from both domestic and
international markets. Most importantly, the energy sector is forecast to continue heavily relying on the industry's
high-pressure seamless pipes. Metal pipe and tube products' saturation within the energy and construction markets
is indicative of the industry's maturity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Oil Drilling & Gas Extraction in Canada

Industrial Building Construction in Canada

Car & Automobile Manufacturing in Canada

Automobile Engine & Parts Manufacturing in Canada

Auto Parts Manufacturing in Canada

2nd Tier

Automobile Wholesaling in Canada

Auto Parts Wholesaling in Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Ferrous Metal Foundry Products in Canada

Nonferrous Metal Foundry Product Manufacturing in
Canada

Products & Services

  Output in the Canadian Metal Pipe and Tube Manufacturing industry can
best be characterized by the end use of metal pipes and tubes.

Still, another salient avenue of dissecting industry product segmentation is by type.

SEAMLESS PIPES AND TUBES

Seamless pipes and tubes are anticipated to fall to account for 5.6% of
industry revenue in 2022, despite weakening demand from the energy
sector as a result of the COVID-19 (coronavirus) pandemic.

Seamless pipes are more applicable for high-pressure situations, and thus, oil and gas companies primarily
purchase high-stress seamless pipes from industry operators. In addition, this segment includes pipe casings and oil
dimensions. These products are used in land-based and offshore oil drilling and gas extraction applications.

This segment's share of industry revenue has decreased over the five years to 2022, largely due to the collapse in
crude oil prices that occurred during the beginning of the period that is anticipated to occur again over the current
year, subsequently decimating demand for oil country tubular goods (OCTG) on the part of the energy sector. OCTG
are a distinct class of pipes specifically designed and manufactured for use in the oil and gas industry.
Manufacturers of OCTG and line pipe products comprise the industry's largest players, including major player
Tenaris SA (Tenaris) and the industry-relevant divisions of large, vertically integrated steel producers, such as
Vallourec SA. Recent challenges within this product segment have been a key driver of poor industry performance
during the period.

Industry operators primarily rely on two methods to manufacture seamless tubular products, which include rotary
piercing and rolling and extrusion. Rotary piercing is used to produce most seamless tubular products, according to
the Stainless Steel Tube Trade Advancement Committee. Through this method, a hollow billet is formed when a
steel round is heated and pierced. Once elongated by a roller, the billet is sized by rolling until the steel tube reaches
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its specified size.

WELDED PIPES AND TUBES

Welded pipes and tubes are used in a range of manufacturing and
construction applications outside of the energy sector.

For example, large diameter, high pressure pipes are used in water transportation and treatment facilities. Smaller
diameter welded pipes are generally used in automotive, aerospace and general-purpose applications. Given the
long-term planning that is required for water transmission projects, demand from this market is typically stable.
However, this segment is projected to increase over the five years to 2022 due to a large forecast decline in the
energy seamless pipe segment, in addition to decreases in riveted pipes, compounded by the coronavirus
pandemic. Welded pipes and tubes are produced by using either hot-rolled or cold-rolled annealed strips. The raw
materials are slit into required tube widths and subsequently processed and engineered to desired specifications.
The tubes are then welded by a high-frequency, solid-state welding process. This segment is estimated to comprise
83.3% of industry revenue.

RIVETED PIPES AND TUBES AND PIPE AND TUBE FITTINGS

While seamless and welded pipes and tubes account for the majority of
revenue, riveted pipes and tubes are also produced by the industry's
manufacturers.

Riveted pipes and tubes are frequently used in high-pressure applications, such as water transportation and sewage
needs, replacing high stress seamless pipes in some markets. While shipments of these products have decreased
over the past five years, the recent collapse in demand for oil-related tubular products has caused this segment's
share of industry revenue to increase in comparison over the current year. Further, many manufacturers produce
replacement parts and fittings for rubes and pipes, which reflect the remainder of industry revenue in 2022. Pipe and
tube fittings are estimated to account for 8.8% of industry revenue in 2022, while riveted pipes and tubes are
estimated to account for 2.3% of revenue.

Demand
Determinants

Downstream performance

Similar to the manufacturing sector as a whole, overall demand for the Canadian Metal Pipe and Tube
Manufacturing industry is primarily influenced by the performance of key markets. Consequently, strong production
levels among domestic oil and gas extractors and construction industries bode well for industry operators when it
comes to industry demand conditions. However, the COVID-19 (coronavirus) pandemic has resulted in wildly
fluctuating oil prices, similar to the volatility that occurred prior to the period in which global overproduction and
various other factors led to a massive collapse in oil prices. Lower oil prices tend to drastically reduce new drilling
activity, which weakens demand for line pipe, oil country tubular goods (OCTB) and other industry products
purchased by the energy sector. This, when combined with the economic slowdown in 2020 due to the pandemic,
has increased revenue volatility, though this will subside over the five years to 2027 as the economy normalizes.

Input prices and imports

Demand levels for metal pipe and tube products are also influenced by the performance of substitute products.
Plastic and concrete pipes and tubes can be used to replace metal pipe and tubes in some low- and high-pressure
applications. Consequently, demand for industry products is typically reliant on price comparisons with substitute
products, which primarily change with the world price of steel. As a result, increases in the world price of steel tend
to dampen demand for metal pipe and tube manufacturers to a certain degree, despite the qualitative advantages
for industry products. Similarly, imported metal pipes and tubes directly hinder industry demand.
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Major Markets

  ENERGY SECTOR

Historically, the oil and gas sector has comprised one of the most
significant markets for the Metal Pipe and Tube Manufacturing industry in
Canada.

Oil and gas operators primarily use high pressure seamless pipes to extract, transport and distribute commodities
and fuels. This sector also uses welded pipes in land-based and offshore oil drilling and gas extraction applications.
A growing focus on North American natural gas extraction has served industry operators well in recent years.
However, this segment's share of the market was negatively affected as demand for both line pipe and oil country
tubular goods (OCTG) deteriorated in line with reduced oil prices and reductions in new drilling activity. Declining
activity occurred as oil prices dropped early during the period and again in 2020 due to the COVID-19 (coronavirus)
pandemic, decreasing this segment's share of industry revenue. The energy sector will account for 43.4% of industry
revenue in 2022.

CONSTRUCTION AND UTILITIES

Both the residential and nonresidential construction sectors also rely on
industry metal pipes and tubes.

In addition, construction projects spur demand from water public agencies as new neighbourhoods or commercial
developments are required to connect to water utility and wastewater treatment plants. As a result, demand for
construction markets and utilities are tethered to each other, although housing starts and nonresidential construction
activity are more volatile.

Public water agencies rely on a range of both high- and low-pressure steel pipes, making construction markets
significant to industry operators. Applications for these pipes include water transmission pipelines, penstocks, water
and wastewater treatment plants and circulating water systems. Water public agencies typically provide a stable
source of revenue, given the long-term planning involved in these projects, with this being the case over the five
years to 2022; thus this segment's share of revenue has grown due to higher domestic demand. The construction
and utilities industries comprise an estimated 18.0% of industry revenue in 2022.

MANUFACTURING

Industry operators provide metal pipes and tubes to a range of
downstream manufacturing industries, including food processing, heat
exchanger and industrial machinery manufacturers.

Moreover, automobile manufacturers account for a sizable portion of demand from the domestic manufacturing
sector. These producers use mechanical pipes and tubes as inputs in the production of engines and exhaust
systems. Manufacturing industries account for an estimated 3.8% of industry revenue in 2022. This segment has
increased as a share of industry revenue over the five years to 2022 due to more profound declines in other
segments.

EXPORTS
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Since exports are anticipated to account for 34.8% of industry revenue in
2022, international buyers account for the second-largest market for
industry operators following the energy sector.

However, the value of industry exports has decreased during the period. Exports to the United States, the industry's
largest export destination, account for an estimated 33.6% of revenue in 2022, with exports to all other countries
accounting for 1.2% of revenue. For more information on exports, refer to the International Trade section of this
report.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    Medium and Decreasing

Imports

Foreign imports to the Canadian Metal Pipe and Tube Manufacturing industry are anticipated to decrease strongly
over the five years to 2022. As a result, import penetration is expected to drop from 31.0% in 2017 to 19.1% in 2022.
The decreasing share of domestic demand fulfilled by imports is largely a result of climbing domestic production and
antidumping measures taken against a range of Chinese and South Korean manufacturers. The COVID-19
(coronavirus) pandemic also created trade and supply chain difficulties, with imports supplying a historically low
share of domestic demand in 2020. However, imports' share of domestic demand is expected to continue
decreasing over the five years to 2027 as the Canadian dollar begins to depreciate. Overall, the value of imports is
forecast to shrink an annualized 9.0% to $784.4 million over the five years to 2022.

Imports from the United States account for an estimated 27.6% of imports in 2022. This large figure is due to the
proximity of the Canadian market to US exporters and the beneficial trade relations established between the two
countries first under the North American Free Trade Agreement and currently under the United States-Mexico-
Canada Agreement (USMCA).

Imports from Mexico represent another notable source of imports, as Mexican operators also have the benefits
accrued to them by USMCA. Accordingly, Mexico accounts for 13.9% of imports in 2022. Industry imports are
projected to begin to recover over the next five years, though growth is expected to be slow due to a depreciating
Canadian dollar. As a result, imports are projected to increase an annualized 0.8% to $814.5 million over the five
years to 2027, satisfying an estimated 18.9% of domestic demand in 2027.

Exports

Similar to imports, the value of exports is forecast to decrease, falling an annualized 2.0% to $1.7 billion over the five
years to 2022. Despite a depreciating dollar during most of the period, exports are expected to account for 34.8% of
industry revenue in 2022, comprising the largest downstream market for industry operators aside from the utilities
and construction sector. While the Canadian dollar has depreciated over most of the past five years, which would
normally make industry exports more affordable and increase opportunities for domestic operators, the coronavirus
pandemic resulted in exports falling 22.5% in 2020 alone. However, industry exports are projected to recover from
their forecast decline over the next five years as the Canadian economy continues its recovery. Accordingly, industry
exports are projected to increase an annualized 1.4% to $1.9 billion over the five years to 2027, accounting for
35.2% of industry revenue in 2027.

The United States continues to purchase most Canadian metal pipes and tubes intended for overseas markets.
Shipments to the United States currently account for 96.6% of exports in 2022. Similar to imports, domestic exports
are primarily intended for the United States because of the size of this market, the country's geographic proximity
and high demand for specialty tubular products from both country's energy and industrial manufacturing markets. No
other country represents a significant market for exports.
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Business
Locations

  The distribution of manufacturers in the Canadian Metal Pipe and Tube Manufacturing industry is highly correlated with the
dispersion of key downstream markets, including oil and gas companies and automobile manufacturers, among others.
Consequently, the industry is highly concentrated in Ontario and Alberta.

Ontario

According to the latest data available from Statistics Canada, 44.3% of industry establishments are located in Ontario in 2022.
This is because a range of downstream manufacturing industries are concentrated in the province, which thus permits operators in
Ontario to minimize both their transportation costs and order lag times.

Alberta

IBISWorld estimates that 24.5% of industry establishments are located in Alberta in 2022. This represents a sharp deviation from
the industry's share of the population, home to 11.7% of Canadians in 2022. This region's large share of industry establishments
is primarily the result of the burgeoning energy sector in Alberta. For example, almost three-fourths of establishments in the
Canadian Oil Drilling and Gas Extraction industry (IBISWorld report 21111CA) are located in the region. Consequently, producers
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of high-pressure seamless pipes and tubes have chosen to move to Alberta to be geographically close to key downstream
markets.

Other

Other regions and their respective share of establishments include Quebec (16.5%), British Columbia (6.6%), Saskatchewan
(3.8%) and Manitoba (2.8%). Most of these provinces have similar advantages and disadvantages. Crucially, all of these
provinces share a border with the United States, the industry's largest trading partner, with no industry participation occurring in
the northern provinces or in Atlantic Canada.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration within the Canadian Metal Pipe and Tube Manufacturing industry is currently low, with
the top three companies in the industry accounting for less than 25.0% of revenue in 2022. Since this industry
encompasses dozens of different products intended for a wide range of markets, no single company dominates the
industry as a whole, although there are several operators that have a considerable influence over a specific product
segment or market. For example, the oil and gas market segment is dominated by a handful of large operators that
operate globally, and thus, exert a significant influence on the industry's overall concentration. However, while large
multinational companies such as Vallourec SA and the TMK Group dominate global energy pipe markets, these
companies do not have a significant manufacturing presence within Canada and are therefore not considered major
players in this industry. Most industry operators are small and midsized companies that only operate one facility.
According to Statistics Canada, more than 50.0% of domestic metal pipe and tube manufacturing facilities had fewer
than 20 workers on their payroll in 2021 (latest data available). However, industry concentration has increased
slightly over the five years to 2022.

Key Success
Factors

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

Ability to pass on cost increases:
Price changes for industry products are highly correlated with fluctuations in the world price of steel. The ability to
pass on steel price increases is crucial in the effort to maintain profit.

Economies of scale:
Economies of scale ensure that the cost per unit of output decreases as scale increases, thereby boosting a
company's profitability.

Having a diverse range of clients:
While industry operators rely heavily on the energy sector, demand from oil and gas clients can be volatile. As a
result, maintaining other clients, including food and heat exchanger producers, can alleviate energy sector demand
fluctuations.

Guaranteed supply of key inputs:
As steel is purchased as an input material to the manufacturing process, maintaining access to a suitable amount of
this raw material is crucial to producing at optimal capacity.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to increase slightly over the five years to 2022, accounting for
4.9% in 2022, up from 4.7% in 2017. This is despite the COVID-19
(coronavirus) pandemic negatively affecting industry operations in the
form of supply chain disruptions and manufacturing shutdowns in 2020,
though profit is also affected by purchase costs, as they represent the
largest expense for operators. Furthermore, extreme fluctuations in the
world price of steel over the five years to 2022 have ultimately made it
difficult for operators to optimize their production levels, to the detriment
of profit. However, industry profit is forecast to recover over the five
years to 2027 as demand from key markets rebounds following the
coronavirus pandemic and as major operators also conclude
restructuring and consolidation efforts.

 

  Wages

Labour is currently estimated to account for the second-largest cost.
Wages are anticipated to represent 10.6% of industry revenue in 2022,
remaining unchanged during the period. While operators have viewed
capital expenditure as a means to further automate the production
process, this has not resulted in significant labour cost savings in recent
years as a share of revenue. As a result, wages share of revenue is
projected to increase over the five years to 2027 as operators still must
pay top dollar for skilled labour.
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  Purchases

Similar to most manufacturing industries, purchases made by industry
operators constitute the largest expense category for the industry,
accounting for an estimated 67.3% of revenue in 2022. On a year-to-
year basis, purchases can fluctuate significantly and are primarily
caused by changes in the domestic selling price of ferrous metal inputs
and the ability of industry operators to then pass these price changes
on to downstream customers. Purchase costs have decreased over the
past five years.

 

  Marketing

As with all other primary metal product manufacturers, operators
engage in very little promotional activity, though those that do must
compete with foreign manufacturers. Accordingly, marketing and all
other advertising expenses are estimated to comprise 0.6% of revenue
in 2022, slightly rising during the period.

 

  Depreciation

Depreciation is estimated to comprise 4.4% of industry revenue in
2022, declining during the period. Despite this, capital spending
remains high, which consequently leads to a higher level of
depreciation for the average industry operator. For operators, most
capital spending is related to the purchase of new machinery, with the
remaining devoted to new facilities. Depreciation is projected to remain
fairly stable as a share of revenue over the five years to 2027.
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  Rent

Rent costs typically vary depending on the size and production
capacity. However, rent costs are estimated to account for 2.0% of
industry revenue in 2022, up from 1.6% in 2017.

 

  Utilities

Similar to rent costs, utility expenditures also vary with respect to the
size and production capacities. On average, utilities are estimated to
account for 1.4% of industry revenue in 2022, marginally declining
during the period.

 

  Other Costs

Other costs include administration and legal expenses. In total, these
other costs are expected to account for 8.8% 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

Operators in the Canadian Metal Pipe and Tube Manufacturing industry
compete internally on the basis of price and product quality.

The prices of the industry's products are highly correlated with global prices for raw steel, including hot-rolled coil
and billet. As this key input price is extremely volatile, it can be difficult for industry operators to accurately optimize
both production and pricing schedules. Industry manufacturers that are better able to foresee price fluctuations
usually maintain a strong advantage over their competitors. These manufacturers are typically vertically integrated
steel producers and downstream steel product makers, with a keener eye on commodity markets and pricing
patterns. Furthermore, larger industry operators generally fare better than small metal pipe and tube manufacturers
given the benefits accrued to them through their economies of scale.

Competition on the basis of product quality is particularly fierce for high-pressure steel pipes. As welded pipe is
generally not applicable for high stress oil and gas sector use, industry operators that produce seamless steel pipes
extensively rely on the energy sector for revenue. As a result, the use of high-quality round steel billets and ingots is
required to compete for oil country tubular goods applications.

EXTERNAL COMPETITION

Industry operators primarily compete with external substitute product
offerings and imported goods.

Substitutes include prestressed concrete pipes, cement pipes, fibreglass-reinforced plastic pipes and cast-iron
pipes, among others. These products compete with metal pipes and tubes for an array of downstream applications.
More specifically, plastic pipes, while not applicable for high-pressure applications, are less expensive and easier to
handle within the small diameter pipe market.

Imports have fallen over the five years to 2022, mostly due to the COVID-19 (coronavirus) pandemic, which
increased trade between nations and has yet to recover. Despite domestic operators seeking broader antidumping
and countervailing measures against certain imports in recent years. However, imports are expected to continue
posing a threat to domestic manufacturers in the future.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Metal Pipe and Tube Manufacturing industry in
Canada maintains high barriers to entry, primarily due to
the large-scale facilities and extensive machinery required
to initiate operations. Drawing, forming and welding are
required to produce industry pipe and tube products, while
new machinery investments are periodically required to
achieve tighter tolerances on pipe thickness. Ultimately,
as has been the case historically, the substantial upfront
capital investment functions as the primary obstacle to
industry participation.

Competition from imports also raises the industry's
barriers to entry, as foreign producers that rely on low-
cost inputs are able to maintain competitive advantages
with respect to output price, though this has decreased in
recent years as imports have yet to recover from the
COVID-19 (coronavirus) pandemic. Additionally,
antidumping measures enacted against tubular products
from China and South Korea have somewhat shielded
industry operators from rising import penetration, although
future trade prospects may be further hindered or aided
by upcoming legislation.

Moreover, long-term supply contracts also provide
significant barriers for potential entrants. Particularly in the
energy sector, annual contracts established by competing
manufacturers can create challenges for new operators
seeking to establish large client bases. Consequently, the
most successful new entrants are often vertically
integrated, entering with established steel-producing
operations and domestic clients. New clients can enter by
purchasing their metal inputs and making specialized
products for niche applications, although these operators
are not expected to capture a sizable portion of the
market.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Metal Pipe and Tube Manufacturing industry in Canada operates with a high level of globalization. While most
industry operators are domestically owned, the industry's largest players are headquartered in Europe. The steel sector
as a whole has rapidly globalized over the past decade, with a significant amount of large foreign steel companies
entering Canada through merger and acquisition activity. Moreover, international trade trends have increasingly dictated
industry performance, thereby contributing to increasing levels of globalization. In 2022, imports are anticipated to
account for 19.1% of domestic demand, while exports generate 34.8% of revenue. Trade difficulties amid the COVID-19
(coronavirus) pandemic severely reduced trade volumes, and while exports have largely recovered, imports have not, a
trend that when combined with a depreciating Canadian dollar is forecast to continue over the five years to 2027.
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Major Companies

Major Players Tenaris SA

Market Share: 17.6%

  Tenaris SA (Tenaris), headquartered in Luxembourg, is a global supplier of tubular metal products with a focus on
applications for the energy sector. The company's primary product offerings include steel casing, steel tubing, steel
line pipe, mechanical and structural pipes, cold-drawn pipe and premium joints and couplings. Tenaris maintains
manufacturing facilities in a range of countries, including Argentina, Brazil, Canada, China, Colombia, Indonesia,
Mexico, Romania and the United States, among others. Tenaris is a vertically integrated company with its own iron
ore and steel-making operations and generates a significant share of annual revenue from the sale of excess raw
steel to other pipe and fabricated metal manufacturers. Tenaris generated total net sales of $6.9 billion in 2020
(latest data available), employing nearly 23,500 workers across all operating and geographic segments.

The company participates in the industry through its tubes business segment, which includes the production of
seamless and welded pipes and tubes. In Canada, Tenaris operates three production facilities, which have
historically accounted for just under one-fifth of the company's production capacity in North America. In Sault Ste.
Marie, ON, Tenaris maintains a seamless steel pipe manufacturing facility that focuses on pipes with an outside
diameter ranging between 2.0 inches and 10.0 inches. Historically known as Algoma Tubes, this facility has an
annual capacity of 300,000 tonnes and primarily serves the energy market. In Calgary, Tenaris manages a welded
steel pipe manufacturing facility with an annual capacity of 400,000 tonnes, in addition to a small threading facility in
Nisku, AB, that manufactures products not relevant to this industry.

Due to increasingly difficult operating conditions and intensifying competition from imports, the company decided to
idle production at its welded steel mill in Alberta prior to the five years to 2022. Tenaris announced plans to idle
production at its seamless pipe facility in 2015, leading to a temporary layoff of all industry-relevant production
workers within Canada until late 2016. The Ontario facility resumed production in November 2016 while the
company began to recommence operations at both facilities by late 2017 amid improving demand from the energy
market and favourable shifts in inventory stocking.
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Financial performance

IBISWorld expects the company's industry-relevant revenue to increase an annualized 5.7% to $896.1 million over
the five years to 2022. Tenaris's financial performance has been fairly tumultuous, as the company shuttered and
reopened a plant early during the period. Nevertheless, industry revenue is projected to decline 35.0% in 2020 due
to the COVID-19 (coronavirus) pandemic, though this trend is forecast to reverse slightly in 2021 and 2022.
Accordingly, the company's industry-relevant operating profit, measured as earnings before interest and taxes, is
projected to increase an annualized 13.2% to $74.4 million over the five years to 2022.

 
Tenaris SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 679.9 N/C 40.1 N/C
2018 1,329.7 95.6 151.4 277.6
2019 1,280.1 -3.7 146.2 -3.4
2020 832.7 -35.0 -107.3 N/C
2021 864.9 3.9 35.1 N/C
2022 896.1 3.6 74.4 112.0

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

Other Companies The Metal Pipe and Tube Manufacturing industry in Canada is characterized by numerous small operators that
establish a local or regional presence. Industry operators purchase metal and extrude it to form the desired shape.
As a result, a small extrusion facility or pipe fitting production plant can be established without steel production
capacity, which is heavily capital intensive. Accordingly, with 212 manufacturing facilities domestically and only one
major player in 2022, most establishments are limited to small-scale operations. Furthermore, the exceptionally high
level of revenue volatility that has characterized industry demand historically contributes to fluctuations in market
share year over year, with widespread industry entrance and exit relatively common in years of steep declines in the
underlying price of steel. Meanwhile, many larger players have idled their production facilities in recent years amid
the plummeting price of steel, particularly when the world price of steel dropped 19.0% in 2019. While some large
plants have resumed operations during the latter half of the period, most operators are still small and focused on
regional, local or niche markets.

Fischer Canada Stainless Steel Tubing Inc.

  Market Share: 1.9%
  Headquartered in Germany, Fischer Canada Stainless Steel Tubing Inc. (Fischer) is a major designer and

manufacturer of stainless steel tubing. The company maintains production facilities across Canada, the United
States, Mexico, Uruguay, South Africa and China. In Canada, Fischer is based in Ontario and has a nearly 25,000
square-metre facility, with an extension added to focus on large diameter tube manufacturing. Fischer manufactures
a diverse range of welded mechanical stainless steel tubing in a variety of shapes and sizes. The company primarily
serves customers in the automotive, architectural, agricultural, marine, healthcare and food processing sectors.
Since Fischer is a privately owned company, detailed financial information is limited. However, IBISWorld estimates
that the company will generate $95.3 million in industry-relevant revenue in 2022, operating well-above pre-
COVID-19 (coronavirus) levels due to a rapid hike in steel prices. Fischer accounts for 1.9% of the industry in 2022.

Westlake Industries Inc.

  Market Share: 0.6%
  Headquartered in Burlington, ON, Westlake Industries Inc. (Westlake) is a leading pipe fabrication service provider

to clients located in North America and internationally. More specifically, the company produces specialty spools,
skids, module assemblies, custom-steel fabrication and pipe supports. The company maintains a long list of clients
that includes GE Power Systems Inc., Royal Dutch Shell PLC and Siemens Power Generation, among others.
Westlake was founded in 2005 and has two production facilities in Burlington, ON. The first production facility has
nearly 3,300 square-metres of fabrication and warehousing space, while the second facility has a similar amount of
additional production space. As Westlake is a privately owned company, detailed financial information is limited.
However, IBISWorld estimates that the company will generate $30.3 million in industry-relevant revenue in 2022.
Similar to other companies in this industry, strong steel prices in the wake of the coronavirus pandemic have aided
Westlake's recovery from economic difficulties in 2020. The company accounts for 0.6% of the industry in 2022.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  Companies in the Canadian Metal Pipe and Tube
Manufacturing industry generally operate with a high level
of capital intensity. IBISWorld estimates that for every
$1.00 spent on wages in 2022, the industry will allocate
$0.41 to capital investment, representing a decrease from
$0.44 in 2017. For operators, most capital spending is
related to the purchase of new machinery, with a sizable
portion of the remaining amount of capital expenditure
devoted to new facilities. In addition, the purchase of
computers and data processing equipment has increased
over the five years to 2022. These purchases enable
integrated producers to better manage sizable inventories
and orders. Due to these trends, capital expenditure is
more volatile for metal pipe and tube manufacturers
compared with other manufacturing industries, as
equipment purchases require less planning than new
buildings or facilities and so are more closely determined
by current operating conditions. The wild fluctuations that
occurred in the world price of steel over the past five years
are likely the most attributable factor to the industry's
decrease in capital intensity. Moving forward, IBISWorld
expects the industry's capital intensity levels to remain very
strongly correlated with industry operating conditions.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Medium Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

Very Low Market
Concentration

Very
Unlikely

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

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

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

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

Overall, operators in the Canadian Metal Pipe and Tube Manufacturing
industry do not contend with technological disruption caused by technological
advances in competing industries, chiefly because the industry's products
serve a straightforward, standardized function.

More specifically, the industry's range of manufactured products typically serve as ancillary parts or components of larger
structures, such as oil drilling operations. Although the industry experiences competition in the form of foreign imports,
these manufacturers nevertheless employ the same manufacturing processes as domestic operators. Moreover, the limit to
the industry's technological disruption comes in the form of advancements in metal alloys for increased durability and cost
effectiveness.

The level of technology change is    Medium

  There has been a moderate level of technological change in the Metal Pipe and
Tube Manufacturing industry in Canada over the five years to 2022.

Welding improvements have resulted in better joins and in-line galvanizing, while the ability to achieve tighter tolerances on



Metal Pipe & Tube Manufacturing in Canada February 2022

34 IBISWorld.com

pipe thickness has increased the quality of industry products. Similar to the industry's capital expenditure focus, new
technology has focused on improving and automating the manufacturing process as opposed to developing a significant
number of new products. Industry operators continue to rely on well-established metalworking technologies, such as
extruding, drawing, rolling and arc welding, to produce most pipe and other tubular products.

The most significant technological trend during the period has been the increasing use of automation machinery, as
manufacturers have increasingly relied on automated production processes to boost profitability and output capacity,
shifting from metal stamping in power presses to computer numerical control (CNC) machinery. Using advanced machining
equipment, especially those that use fibre lasers, is essential for addressing the precise needs of several downstream
clients. Some laser machines can be programmed to put slots and holes in pipes and tubes at varying increments and
differing diameter capacities. Other prominent examples of manufacturing innovation include the use of robotics, which can
combine the capacity of laser cutters while simultaneously calibrating laser crosshairs or orientation and inspecting the
product in the process, among other various applications.

Revenue
Volatility

The level of volatility is    Very High

  The Metal Pipe and Tube Manufacturing industry in Canada is characterized by
an exceptionally high level of revenue volatility.

This is primarily the result of the nature of industry operations, which are central to producing tubular metal products from
purchased metals. Therefore, most operators are not vertically integrated, so they cannot absorb some of the volatility in
underlying commodity prices, instead succumbing to the ebb and flow of aluminum, steel and iron ore prices. Over the five
years to 2022, industry revenue has declined as much as 13.1% in 2019 and has risen as much as 43.0% in 2017. Overall,
industry revenue is expected to fluctuate an average 20.3% over the five years to 2022, which is partially due to the wild
fluctuations in the world price of steel stemming from economic uncertainty driven by the COVID-19 (coronavirus)
pandemic.

The selling price of steel inputs has ultimately fluctuated wildly over the past five years, while the industry as a whole is
expected to continue contending with highly cyclical demand and input prices over the five years to 2027. As a result, due
to the inherent price volatility associated with metal prices, demand from the industry's upstream energy markets and year-
to-year production capacity, IBISWorld does not expect this level of revenue volatility to subside over the next five years.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

Operators in the Canadian Metal Pipe and Tube Manufacturing industry are
subject to a range of both federal and provincial environmental laws and
regulations.

More specifically, limitations on the quantity of discharged pollutants, legislation related to air and water quality and
restrictions on the handling of toxic and hazardous wastes each affect the industry. Similar to most other domestic
manufacturing industries, metal pipe and tube manufacturers are also subject to a range of nonenvironmental regulations.
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While these measures can vary on a between provinces, industry operators are subject to legislation involving occupational
health and safety, wages and overtime benefits.

Industry operators also must ensure that they and their employees abide by rules and regulations related to the COVID-19
(coronavirus) pandemic. These include capacity restrictions in company buildings, mask mandates for employees and
testing or vaccine requirements, among other safety measures.

Industry
Assistance

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

Operators in the Canadian Metal Pipe and Tube Manufacturing industry receive
a low level of direct assistance on the part of both the federal and provincial
governments.

Recently, the Canada Border Services Agency introduced significant antidumping duties on any tubular goods that are
imported from China, South Korea, Turkey and several other countries, as well as countervailing duties on several tubular
product categories from China and India. While these protectionist tariffs and duties have helped to stymie import
competition, foreign goods are still a prevalent threat to industry operations. Ultimately, the largest form of government
assistance, free trade agreements, acts as both a blessing and a curse to industry operators. While trade restrictions can
discourage export growth, free trade agreements also work to increase import penetration. The federal government's
aggressive pursuit of free trade agreements in recent years, evidenced by the implementation of the Canada-Korea Free
Trade Agreement in 2016 and the Comprehensive Economic and Trade Agreement between Canada and the European
Union, is expected to both benefit and hurt industry demand.

In addition to trade restrictions, industry operators can also seek assistance and support from a wide range of industry
associations. For example, the Canadian Steel Producers Association seeks to advance the competitiveness of the
Canadian steel sector as a whole by influencing public policy in favour of domestic steel and fabricated metal
manufacturers. International and US trade associations, such as the American Iron and Steel Institute and the World Steel
Association, also serve Canadian tubular product manufacturers.

COVID-19

Due to the effects of the ongoing COVID-19 (coronavirus) pandemic on the Canadian economy, the federal government
passed the COVID-19 Economic Response Plan beginning in March 2020 to assist various businesses across Canada
whose operations have been negatively affected by the pandemic. To this end, operators wishing to offset the detrimental
effects of the coronavirus pandemic on their business operations have a host of options available to them when it comes to
receiving government assistance. For instance, operators can apply for the Canada Emergency Wage Subsidy (CEWS).
Under the CEWS, the government commits to covering up to 75.0% of an employee's wages for all eligible employers. This
initiative seeks to enable operators to not only rehire employees that were laid off due to the pandemic, but also to avoid
instituting layoffs in the first place.

In addition, the Canada Emergency Business Account provides operators with interest-free loans totalling up to $40,000 for
qualifying small businesses to help cover operators' operating costs during a period of reduced revenue due to the
pandemic. Since most industry companies are small, employing fewer than 50 individuals, many industry operators may
qualify for these loans, further assisting them in protecting their respective businesses during a period of national crisis.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2013 4,672 819 176 130 7,066 1,980 1,641 493 4,333 195
2014 5,309 1,081 175 141 6,888 2,140 1,611 470 4,780 187
2015 4,091 972 180 152 5,545 2,092 1,139 437 3,138 131
2016 3,330 726 186 168 4,910 1,457 776 381 2,648 144
2017 4,762 947 190 171 6,432 1,963 1,260 505 4,059 187
2018 5,489 986 197 176 6,804 2,083 1,335 565 4,742 218
2019 4,771 1,263 200 181 6,403 1,440 1,319 510 4,649 177
2020 4,295 666 206 186 6,063 1,117 949 478 4,127 174
2021 5,017 999 212 191 6,696 1,741 777 534 4,053 367
2022 5,088 1,014 217 196 6,792 1,770 784 542 4,102 260
2023 5,095 1,043 220 199 6,871 1,777 782 547 4,100 237
2024 5,122 1,046 224 203 6,992 1,790 783 555 4,115 232
2025 5,215 1,068 229 207 7,117 1,826 795 565 4,183 228
2026 5,304 1,098 233 211 7,229 1,861 805 574 4,248 221
2027 5,383 1,121 238 216 7,348 1,893 815 583 4,305 214

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2013 -5.02 -28.6 36.4 7.43 4.93 -10.6 3.39 -10.7 0.96 -4.56
2014 13.6 32.0 -0.57 8.46 -2.52 8.10 -1.83 -4.63 10.3 -3.79
2015 -22.9 -10.1 2.85 7.80 -19.5 -2.25 -29.3 -7.21 -34.3 -30.2
2016 -18.6 -25.4 3.33 10.5 -11.5 -30.4 -31.9 -12.7 -15.6 10.2
2017 43.0 30.5 2.15 1.78 31.0 34.7 62.3 32.4 53.3 29.9
2018 15.3 4.14 3.68 2.92 5.78 6.12 6.01 11.9 16.8 16.7
2019 -13.1 28.0 1.52 2.84 -5.90 -30.9 -1.26 -9.81 -1.96 -19.0
2020 -9.98 -47.3 3.00 2.76 -5.32 -22.5 -28.0 -6.26 -11.2 -1.81
2021 16.8 50.2 2.91 2.68 10.4 55.9 -18.2 11.7 -1.80 111
2022 1.41 1.41 2.35 2.61 1.43 1.66 0.96 1.44 1.22 -29.1
2023 0.13 2.86 1.38 1.53 1.16 0.40 -0.32 0.96 -0.06 -9.03
2024 0.53 0.34 1.81 2.01 1.76 0.73 0.17 1.49 0.38 -2.03
2025 1.81 2.12 2.23 1.97 1.78 2.01 1.45 1.80 1.66 -1.54
2026 1.70 2.79 1.74 1.93 1.57 1.91 1.34 1.59 1.55 -3.41
2027 1.49 2.08 2.14 2.36 1.64 1.70 1.12 1.62 1.34 -3.13

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 17.5 37.9 42.4 661 10.6 40.1 69,799
2014 20.4 33.7 40.3 771 8.86 39.4 68,293
2015 23.8 36.3 51.1 738 10.7 30.8 78,720
2016 21.8 29.3 43.8 678 11.5 26.4 77,658
2017 19.9 31.0 41.2 740 10.6 33.9 78,498
2018 18.0 28.2 37.9 807 10.3 34.5 83,054
2019 26.5 28.4 30.2 745 10.7 32.0 79,603
2020 15.5 23.0 26.0 708 11.1 29.4 78,806
2021 19.9 19.2 34.7 749 10.6 31.6 79,719
2022 19.9 19.1 34.8 749 10.6 31.3 79,726
2023 20.5 19.1 34.9 741 10.7 31.2 79,566
2024 20.4 19.0 35.0 733 10.8 31.2 79,362
2025 20.5 19.0 35.0 733 10.8 31.1 79,373
2026 20.7 19.0 35.1 734 10.8 31.0 79,389
2027 20.8 18.9 35.2 733 10.8 30.9 79,369

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

Canadian Steel Producers Association
http://canadiansteel.ca

World Steel Association
http://www.worldsteel.org

Steel Manufacturers Association
http://www.steelnet.org

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

Industry Jargon FERROUS
Any metal product predominantly made from iron or steel.

GALVANIZING
The process of coating steel with a thin layer of zinc to prevent corrosion.

PENSTOCK
A pipe that transports water to sewerage systems or hydraulic turbines or a structure that controls water flow.

PIPE
A hollow, usually round and rigid section of steel that is supplied in straight lengths called joints or sticks.

TUBE
A hollow, usually round and flexible section of steel that is supplied in a roll.

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

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

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2022 IBISWorld Inc.
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