
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 33151CA

Ferrous Metal Foundry Products in
Canada

Nerves of steel: Merger and acquisition activity will likely continue as operators contend
with competitive pressures

Matthew Buchko  |  April 2021



Ferrous Metal Foundry Products in Canada April 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 13

Outlook.............................................................................. 13
Industry Life Cycle............................................................. 15

PRODUCTS & MARKETS............................... 16

Supply Chain..................................................................... 16
Products & Services.......................................................... 16
Demand Determinants...................................................... 17
Major Markets....................................................................18
International Trade............................................................ 20
Business Locations........................................................... 21

COMPETITIVE LANDSCAPE.......................... 23

Market Share Concentration............................................. 23
Key Success Factors........................................................23
Cost Structure Benchmarks............................................. 24
Basis of Competition......................................................... 26
Barriers to Entry............................................................... 27
Industry Globalization........................................................28

MAJOR COMPANIES...................................... 30

Other Companies.............................................................. 30

OPERATING CONDITIONS............................ 32

Capital Intensity................................................................. 32
Technology & Systems......................................................33
Revenue Volatility..............................................................34
Regulation & Policy........................................................... 35
Industry Assistance........................................................... 35

KEY STATISTICS............................................ 36

Industry Data..................................................................... 36
Annual Change..................................................................36
Key Ratios......................................................................... 36

ADDITIONAL RESOURCES............................37

Additional Resources........................................................ 37
Industry Jargon..................................................................37
Glossary............................................................................ 37



Ferrous Metal Foundry Products in Canada April 2021

3 IBISWorld.com

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:

· In 2021, revenue for the Canadian Ferrous Metal Foundry Products industry is expected to surge alongside strong
growth in the world price of steel and iron ore. This surge in revenue will likely contribute to the high level of industry
revenue volatility over the five years to 2021. For more detail, please see the Revenue Volatility chapter.

· Certain downstream markets, such as the industrial sector market, are expected to be especially affected by the
COVID-19 (coronavirus) pandemic. For more detail, please see the Major Markets chapter.

· The spread of coronavirus caused a sharp decline in profitability in 2020. For more detail, please see the Current
Performance 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 Companies in this industry pour molten iron and steel into moulds of a desired shape to make castings. Companies

purchase ferrous metal inputs from iron and steel manufacturers. This industry does not include companies that cast
iron and steel they manufacture themselves.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Manufacturing iron castings

Manufacturing steel castings

Manufacturing finished iron products

The major products and services in this industry are:

Ductile iron products

Grey iron products

Other iron products

Carbon steel products

Alloy steel products

Other steel products
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Supply Chain

SIMILAR INDUSTRIES

Iron & Steel Manufacturing in
Canada

Metal Pipe & Tube Manufacturing
in Canada

Steel Rolling & Drawing in
Canada

Nonferrous Metal Foundry Product
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Ferrous Metal Foundry Products
in the US

Iron and Steel Casting in Australia Iron & Steel Casting in China Iron Casting in the UK

Steel Casting in the UK      
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Industry at a Glance
Key Statistics

$1.6bn
Revenue

Annual Growth

2016–2021

5.9%

Annual Growth

2021–2026

0.5%

Annual Growth

2016–2026

 

$90.6m
Profit

Annual Growth

2016–2021

-1.0%

  Annual Growth

2016–2021

 

5.7%
Profit Margin

Annual Growth

2016–2021

-2.3pp

  Annual Growth

2016–2021

 

102
Businesses

Annual Growth

2016–2021

-1.7%

Annual Growth

2021–2026

-0.6%

Annual Growth

2016–2026

 

4,590
Employment

Annual Growth

2016–2021

3.1%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

$302.2m
Wages

Annual Growth

2016–2021

4.8%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

24.7%
World price of iron ore

20.6%
World price of steel

2.6pp
Industrial capacity utilization

-1.1%
Value of nonresidential
construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Regulation & Policy
Medium / Steady   Industry Globalization

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Competition
High / Increasing

 

Key Trends

 The prices of iron and steel heavily influence industry
revenue and profit

 Domestic producers have been able to generate greater
sales abroad

 Fluctuating demand and pricing conditions have led some
operators to idle facilities

 Automation is expected to increase efficiency as operators
contend with a shrinking market for industry products

 Rising demand for iron and steel castings worldwide will
likely influence industry trade volumes

 Lower iron and steel prices may have a negative effect on
sales to some markets

 Growth in global iron ore and steel prices have helped drive
industry revenue growth
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  Medium Imports

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of steel
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Executive Summary Nerves of steel: Merger and acquisition activity will likely continue as
operators contend with competitive pressures

The Ferrous Metal Foundry Products industry in Canada, which sells iron and steel castings to manufacturing and
construction industries, has grown steadily alongside increased demand and increased export activity. Ferrous
metal foundry products are used in a variety of industrial applications, including farm machinery, engines, turbines,
power transmission equipment, automobiles and railways. Despite strong demand for industry products, foreign
competition from low-cost producers in China and India has increasingly challenged domestic operators for market
share. As a result of new opportunities in export markets and strong demand from manufacturing and construction
markets, industry revenue has grown, increasing at an annualized rate of 5.9% to $1.6 billion over the five years to
2021. In 2021 alone, industry revenue is expected to grow 20.3% due to expectations for historically high steel
prices, which should fuel downstream demand.

As primary inputs into the casting process, purchases of ferrous metals account for the largest cost for industry
operators. Foundries generally pass on increased input costs to customers through raw material surcharges, which
means revenue tends to fluctuate somewhat based on input costs. However, some of these costs must be absorbed
by foundries themselves. As a result, growth in global iron ore and steel prices have helped drive industry revenue
growth, despite declining industry profit over the past five years. Importantly, the price of iron is the most significant
to industry health since about 70.0% of industry revenue is derived from iron foundry products.

Moving forward, industry revenue is forecast to grow an annualized 0.5% to $1.6 billion over the five years to 2026.
Along with growing revenue, industry profit, defined as earnings before interest and taxes, is expected to account for
7.4% of revenue in 2026 as a result of improved global economic conditions following the COVID-19 (coronavirus)
pandemic. Meanwhile, companies are expected to increasingly compete with imports from foreign foundries in
developing countries that benefit from lower labour and regulatory costs, such as China and India. Merger and
acquisition activity is expected to become the standard as operators contend with increased competitive pressures.
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Industry Performance

Key External
Drivers

Value of nonresidential construction

Iron castings are heavily used in the construction of highways and roads, pipeline transmission, water systems,
power generation and electric utilities, commercial and residential building piping systems and other applications. As
a result, rising investment in new construction projects boosts demand for industry products. The value of
nonresidential construction is expected to decrease in 2021, posing a potential threat to the industry.

 

World price of steel

The price of steel changes in response to global supply and demand for steel. During periods of strong demand,
foundries can pass on some of the cost increases to customers through higher steel prices, resulting in higher
revenue. The world price of steel is expected to increase significantly in 2021.

 

Canadian effective exchange rate index

Foundries have increasingly competed with imports of iron and steel castings. Any increase in the strength of the
Canadian dollar, as measured by the Canadian effective exchange rate (CEER) index, makes domestic goods more
expensive for foreign customers. The CEER index is expected to increase in 2021.

 

Industrial capacity utilization

Industrial capacity utilization measures how much potential production capacity is being used. Therefore, a higher
industrial capacity utilization rate indicates that manufacturers are producing closer to full capacity. Industrial
capacity utilization is closely tied to demand for ferrous metal foundry products because iron and steel castings are
used in a variety of manufacturing and construction markets. Thus, increasing efficiency in these sectors drives
demand for industry products. Industrial capacity utilization is expected to increase in 2021.

 

World price of iron ore

The world price of iron ore moves in response to demand and supply trends. When iron prices climb as a result of
increasing demand, manufacturers can pass on some of the higher costs of inputs to customers. Conversely, when
prices deteriorate during periods of weak demand, industry operators lose revenue as a result of lower sales and
lower selling prices. The world price of iron ore is expected to increase in 2021, representing a potential opportunity
for the industry.
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Current
Performance

The Ferrous Metal Foundry Products industry in Canada produces iron
and steel castings that are used in a variety of applications, such as farm
machinery, pipes, engines, turbines, automobiles, railways and
infrastructure construction projects.

Foundries manufacture components for these industries by melting iron and steel, pouring the metal into moulds of
the desired shape and removing the casting once the metal has solidified. Foundries often finish the casting through
machining to meet customers' specific requirements. Foreign operators in developing economies can take
advantage of lower wage and energy costs to manufacture low-value, high-volume, standardized castings. As a
result, Canadian companies have turned to higher value-added products that require more complex metallurgy,
design and casting precision to compete effectively.

RECOVERING INPUT PRICES CONTRIBUTE TO REVENUE GROWTH

As the primary inputs for industry products, the prices of iron and steel
heavily influence revenue and profit.

Input prices reflect demand for these metals globally and are tied to industrial activity worldwide. Despite overall
economic growth over the five years to 2021, led by emerging markets such as China and India, recent volatility
associated with the COVID-19 (coronavirus) pandemic has harmed industry profit. The sudden demand for raw
materials has led to a commodity boom, with iron and steel prices surging during the end of the period. Since the
industry relies on iron foundry products to generate about 70.0% of revenue, recovering iron ore prices have aided
industry revenue growth over the past five years.

Also, the industrial capacity utilization index grew between 2016 and 2019 before falling considerably in 2020 due to
the coronavirus pandemic. This increase in downstream activity fuelled strong demand for industry products.
Ultimately, recovering commodity prices have prompted revenue growth over the past five years by enabling
operators to charge a higher price for products. Industry revenue has risen at an annualized rate of 5.9% to $1.6
billion over the five years to 2021. Conversely, industry profit, defined as earnings before interest and taxes, is
expected to fall from 8.0% of industry revenue in 2016 to 5.7% in 2021 as operators have been unable to realize
cost savings associated with lower input prices. Also, the spread of coronavirus caused a sharp decline in profit in
2020, as the costs of transportation and employee safety grew amid a contraction in downstream demand.

Input prices have a variable relationship with sales and profit. Most manufacturers factor in a raw materials
surcharge into pricing, which means increasing global prices for iron ore and steel are likely to increase product
pricing, and therefore, revenue. However, changing input and product prices are not concurrent, which means
higher iron ore and steel pricing may not immediately or fully affect industry revenue. Conversely, higher purchase
costs strain industry profit even as sales increase. The world price of iron ore has increased an annualized 17.9%
over the five years to 2021, while the world price of steel is expected to rise an annualized 12.6% during the same
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period. Industry revenue is expected to increase 20.3% in 2021 alone due to expectations for historically high steel
prices, which should drive growth in downstream demand.

INTERNATIONAL COMPETITION

Industrial capacity utilization plays a major role in demand for foundry
products.

Industrial capacity utilization measures the potential output of the domestic industrial sector compared with the
actual output in a given year. As capacity utilization climbs, parts need to be replaced and equipment needs to be
upgraded and modified. Industrial capacity utilization is estimated to remain steady over the five years to 2021. Even
though industrial capacity utilization rose between 2016 and 2019, industry products have been subject to substitute
competition from nonferrous metals in crucial downstream markets, limiting the industry's growth. Additionally,
increased import competition has also threatened industry growth prospects. As domestic buyers have been
increasingly able to source cast parts from less expensive foreign producers, domestic operators have suffered. The
value of imports has increased at an annualized rate of 4.0% to $556.9 million over the five years to 2021. In 2021,
imports are expected to account for 27.3% of domestic demand, compared with 29.1% in 2016, due to strong
revenue growth.

Domestic producers have also been able to generate greater sales abroad. By focusing on more advanced and
reliable products, rather than mass-produced alternatives, operators have been able to boost exports. Combined
with growth in the price of iron foundry products, increased international opportunities has increased the value of
industry exports. The value of exports has grown at an annualized rate of 6.4% to $107.7 million over the five years
to 2021. Growth in the value of exports has been fuelled by a falling Canadian effective exchange rate (CEER)
index, which measures the value of Canada's currency with those of major trading partners. As the CEER index
falls, Canadian exports become less expensive in international markets. The CEER index has declined at an
annualized rate of 0.1% over the five years to 2021.

CHALLENGING LANDSCAPE

Operating in this volatile environment has been difficult for many
foundries.

Fluctuating demand and pricing conditions have led some operators to idle facilities, while others have simply left
the industry or have been acquired by larger foundries. As a result, the number of establishments has declined,
falling at an annualized rate of 1.4% to 119 locations over the five years to 2021. However, industry employment has
grown during the period, increasing at an annualized rate of 3.1% to 4,590 workers over the past five years.

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)

2012 1,406 450 134 117 5,156 80.5 417 293 1,743 204
2013 1,298 454 144 125 4,478 68.3 455 257 1,685 195
2014 1,252 425 143 124 4,396 76.5 559 254 1,734 187
2015 1,230 425 136 118 3,963 98.3 503 249 1,635 131
2016 1,194 402 128 111 3,936 78.9 458 240 1,572 144
2017 1,104 357 120 104 3,627 63.3 489 214 1,529 187
2018 1,387 362 114 99.0 4,267 63.2 530 258 1,854 218
2019 1,425 452 115 100.0 4,283 91.3 528 280 1,861 177
2020 1,321 348 112 97.0 4,055 90.3 458 264 1,689 174
2021 1,590 457 119 102 4,590 108 557 302 2,039 261
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Industry Outlook
Outlook Conditions for the Canadian Ferrous Metal Foundry Products industry are

anticipated to temper expansion over the five years to 2026.

Demand for iron and steel casting will likely increase in Canada and the United States, which is expected to support
industry output in terms of volume. At the same time, iron ore and steel prices are anticipated to fall over the next
five years, which is forecast to directly affect industry product prices, constraining industry revenue growth. Plus,
import penetration is expected to climb amid an appreciating loonie, which will likely support import growth. As
foreign foundries continue to dominate the world market for low-value, high-volume, standardized castings, the
number of foreign competitors is expected to continue growing. In turn, domestic operators will likely focus on
customized castings, which can command a price premium. However, ferrous castings are subject to growing
competition from nonferrous metal castings in certain applications, such as automotive components where lighter
nonferrous materials, such as aluminum, are more desirable. Overall, industry revenue is forecast to increase an
annualized 0.5% to $1.6 billion over the five years to 2026.

INDUSTRY CONSOLIDATION CONTINUES

According to a 2018 study commissioned by the Canadian Steel
Producers Association, more than half the metallurgy workforce is
nearing retirement age and there are only a few education programs in
place to train replacements.

Despite relatively high wages, metalworkers are still rare compared with more generalized engineers and
technicians. Still, a continued shift toward product specialization is expected to create more jobs at a faster rate than
those lost due to consolidation efforts. IBISWorld expects industry employment to increase an annualized 0.6% to
4,737 workers over the five years to 2026.

Automation is expected to increase efficiency as operators contend with a shrinking market for industry products
since many downstream clients have increasingly used substitute metals or internal foundry operations to satisfy
demand. Accordingly, consolidation strategies will likely remain a key characteristic of industry operations as
remaining operators may struggle. The number of operators in anticipated to decline an annualized 0.6% to 99
enterprises over the five years to 2026. This shift toward automation and economies of scale is expected to position
operators to better compete both regionally and domestically, which are key objectives of a consolidation initiative.

Despite intense competition, continued consolidation amid a decline in purchase costs is expected to promote
industry profit gains. These costs will likely affect profit, while long-term contracts are expected to offset higher utility
costs. Overall, industry profit, defined as earnings before interest and taxes, is expected to increase from 5.7% of
revenue in 2021 to 7.4% in 2026.

HEIGHTENED COMPETITION

Over the next five years, rising demand for iron and steel castings
worldwide will likely influence industry trade volumes.

However, the anticipated appreciation of the Canadian dollar is expected to adversely affect international trade by
making imports more attractive for domestic consumers and exports less competitive based on price in foreign
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markets. Still, the value of exports is projected to increase at an annualized rate of 0.5% to $110.3 million over the
five years to 2026, primarily attributed to the shift toward producing more specialized products, which command
higher prices. Still, most imports will likely consist of low-value, high-volume commodity-type castings from
developing economies, such as China. Consequently, the value of imports is forecast to rise at an annualized rate of
0.6% to $574.7 million over the five years to 2026, satisfying 27.4% of domestic demand in 2026.

As the value of the Canadian dollar is forecast to grow, foundries are expected to be more vulnerable to changes in
industrial activity. Unfortunately, many of the industry's primary markets depend on exports to generate revenue.
Over the next five years, growth in emerging economies is anticipated to slow, which will likely slow demand for
Canadian exports. At the same time, manufacturers in developing countries will likely continue to benefit from lower
energy and labour costs.

Global demand for iron and steel is anticipated to climb over the next five years, although production is expected to
keep rising, which is likely to suppress prices. Over the five years to 2026, the world price of iron ore is forecast to
decline despite strong growth over the five years to 2021. However, lower iron and steel prices may have a negative
effect on sales to some markets in terms of volume, particularly those considering nonferrous and plastic
alternatives. Nonferrous metal castings are superior for weight-sensitive applications, such as car parts. Due to fuel
savings and environmental benefits, weight-saving has become increasingly important for the transportation market,
which is expected to account for more than 25.0% of industry revenue in 2021. Thus, a continued reliance on
ferrous metals and other substitute materials alongside heightened foreign competition is expected to hamper
industry expansion over the next five years.

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)

2021 1,590 457 119 102 4,590 108 557 302 2,039 261
2022 1,526 476 115 99.0 4,461 103 535 293 1,958 225
2023 1,544 480 114 98.0 4,504 105 542 296 1,982 228
2024 1,581 487 114 98.0 4,589 107 555 302 2,029 235
2025 1,605 494 114 98.0 4,667 109 564 307 2,061 241
2026 1,633 503 115 99.0 4,737 110 575 312 2,098 250
2027 1,664 511 116 99.0 4,812 112 586 317 2,137 258
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is high competition from foreign competitors

Technological change in the industry is limited

Industry products are widely accepted in downstream markets

The Ferrous Metal Foundry Products industry in Canada is in the mature phase of its life cycle, characterized by
consolidation activity, a reliance on macroeconomic factors, defined markets and relatively static product offerings.
Industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
increase at an annualized rate of 2.3% over the 10 years to 2026. Comparatively, Canadian GDP is projected to rise
an annualized 1.7% during the same period, indicating that the industry is running countercyclical to the overall
economy. However, this disparity is a result of strong forecast growth in the world price of iron and steel. Both of
these commodities significantly affect industry revenue, and recent growth in iron ore and steel prices has caused
industry revenue to surge.

Furthermore, while endemic to mature industries with relatively saturated markets, industry growth is expected to be
truncated by increased competition, particularly from less expensive imports. This is anticipated to encourage
industry consolidation over the coming years as operators seek to maximize economies of scale, which is a further
indication of the maturity of the industry. As foreign competition increases, industry operators are expected to
increasingly rely on consolidation strategies to buoy profit. With these conditions in mind, IBISWorld anticipates that
foundries will either exit the industry or be acquired by larger producers moving forward. In addition, technological
change is limited, as casting processes and production methods are well-established. As a result, the industry's
products and markets are relatively fixed. New or radically different applications for ferrous metal castings are
unlikely to appear in industry in the foreseeable future. Instead, innovation will likely focus on reducing operating
costs and complying with environmental standards, further contributing to consolidation activity and cementing the
industry's maturity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Valve Manufacturing in Canada

Engine & Turbine Manufacturing in Canada

Pump & Compressor Manufacturing in Canada

Car & Automobile Manufacturing in Canada

Truck & Bus Manufacturing in Canada

Ship Building in Canada

Mining, Oil & Gas Machinery Manufacturing in Canada

2nd Tier

Road & Highway Construction in Canada

Bridge & Elevated Highway Construction in Canada

Mining In Canada

Oil Drilling & Gas Extraction in Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Sand & Gravel Mining in Canada

Ball Bearing Manufacturing in Canada

Metalworking Machinery Manufacturing in Canada

2nd Tier

Iron Ore Mining in Canada

Metal Ore Mining In Canada

Products & Services

  Foundries in the Canadian Ferrous Metal Foundry Products industry
primarily produce iron and steel castings that are used to manufacture a
variety of durable goods.

Foreign foundries in developing economies can take advantage of lower wage and energy costs to manufacture low-
value, high-volume, standardized castings. As a result, Canadian foundries have increasingly focused on higher
value-added products that require more complex metallurgy, design and casting precision. In addition, many
foundries have expanded their operations beyond casting to include designing and machining parts to produce a
component that is ready to be installed on customers' assembly lines.

DUCTILE IRON PRODUCTS

Ductile iron is a type of cast iron, used in a variety of applications for its
fatigue and wear resistance.

Ductile iron is often used in the construction of ductile iron pipe, used for water and sewer lines. Additional uses for
this product segment include the manufacture of automotive parts, which require more strength than aluminum can
provide, and in the manufacture of wind generation machines. Ductile iron accounts for the largest share of industry
revenue, representing 35.2% of revenue in 2021, down from 39.8% in 2016. The decline in demand for this
segment's products over the five years to 2021 has been driven by diminished demand for ductile iron foundry
products from the oil and gas, automotive and construction markets.
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GREY IRON PRODUCTS

Grey iron is named for the colour of the metal due to its high carbon
content.

While grey iron has low tensile strength, it has excellent machinability and hardness. Most grey iron castings are
used in construction, pump and compressor manufacturing, motor vehicle manufacturing and a variety of machinery
manufacturing industries. The increased popularity of alternatives materials has facilitated the recent decline in
popularity of these products during the current period. However, grey iron is often used to make cast iron cookware,
which has grown in popularity in recent years due to its durability and lack of harmful residue. In 2021, IBISWorld
expects grey iron products to account for 25.1% of industry revenue, down from 28.4% in 2016.

CARBON STEEL PRODUCTS

Carbon steel is categorized as any steel or steel alloy with a carbon
content below 0.5%.

Minor variations in carbon content can have dramatic implications on the mechanical properties of steel products,
altering the potential applications of these products. Depending on how its chemical and physical properties are
manipulated, carbon steel, which contains carbon as the main alloying agent, can have various combinations of
desirable qualities, such as hardness, strength, ductility, fatigue resistance and toughness. In general, carbon steel
products are used in structural, vehicular and shipbuilding applications, which the high level of strength of these
materials can be taken advantage of. Investment cast steel foundry products are also important for many operators.
Investment cast steel products are primarily used to manufacture precise components of athletic equipment, small
arms, valves, turbines and transportation equipment. Growth in housing starts has helped to fuel growth in this
segment over the past five years, which is expected to account for 13.2% of industry revenue in 2021, up from 9.7%
in 2016.

ALLOY STEEL PRODUCTS

Alloy steel is steel containing a variety of elements in concentrations
between 1.0% and 50.0%.

These elements are often added to steel in an attempt to improve its structural, mechanical or malleable properties
for a specific application. Common materials added to steel, referred to as alloyants, include manganese, nickel,
chromium, silicon, boron, aluminum and cobalt. Steel castings include stainless steel and other steel alloys.
Stainless steel, which does not wear, corrode or rust as easily as ordinary steel, is alloyed with different metals to
suit certain environments. Some markets for alloy steel products include jet engines, nuclear reactors, energy-
related pipes and general construction applications. According to 2019 figures from World Steel (latest data
available), 1.9 billion tonnes of crude steel was produced globally. In 2021, IBISWorld estimates that alloy steel
products will account for 18.9% of industry revenue, up from 13.9% in 2016.

OTHER IRON PRODUCTS

Other iron products also comprise a significant portion of revenue.

Compacted graphite iron and other malleable iron products account for far fewer sales and are expected to generate
6.4% of industry revenue in 2021, down from 7.2% in 2016. Compacted graphite iron products are used in engine,
turbine and power transmission equipment. Malleable iron products are used in valves, motors and generators, cars
and heavy-duty trucks.

OTHER STEEL PRODUCTS

Other steel foundry products are estimated to generate 1.2% of industry
revenue in 2021, up from 1.0% in 2016.

These products are primarily used to manufacture railway equipment, but a significant amount is also used in the
valve, mining, construction and oil and gas industries. The other steel products segment also includes tool steel,
often used to make machine parts, dies and tools.

Demand
Determinants

Demand for products in the Canadian Ferrous Metal Foundry Products
industry primarily depends on conditions in downstream manufacturing
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and construction markets.

Ferrous metal castings have a range of industrial applications, but iron and steel are used differently based on their
distinct properties. Cast iron has a lower melting temperature and shrinks less while solidifying than steel. As a
result, cast iron can be cast into more complex shapes. Since the price of iron is less than that of steel, iron castings
are also less costly to produce. There are two main types of cast iron, and manufacturers have increasingly used
ductile iron instead of grey iron in various applications. The overwhelming majority of industry output is focused on
iron foundry products, so these factors are essential to industry performance.

Grey iron is primarily used in the construction, automotive and machinery manufacturing industries. Grey iron has a
high strength-to-weight ratio, the ability to withstand high amounts of pressure and temperatures and resistance to
corrosion and wear. In addition, it can be cast into complex shapes at a relatively low cost. However, grey iron is
quite brittle, while ductile iron can be stretched, drawn or hammered. Ductile iron has greater impact resistance and
tensile strength, which makes it useful for pipes, tubes and fittings and automotive parts. Growth in demand for iron
castings has been driven by growth in the use of ductile iron in the oil and gas, construction and machinery
manufacturing industries. However, since downstream industries are reliant on broader macroeconomic factors,
such as demographic growth, federal lending rates, provincial legislation and commodity prices, these all have an
indirect effect on industry performance by shaping demand from its most significant downstream markets.

Steel castings are stronger and less brittle than iron castings, but they are also costlier to produce. Steel castings
can be manufactured with a wide range of chemical compositions and physical properties. For instance, carbon
steel castings have exceptional hardness and stainless steel castings are highly resistant to corrosion. Steel
castings are used extensively in the railway, mining, oil and gas and machinery manufacturing industries. Growth in
demand for steel castings is typically driven by vitality in the oil and gas, machinery and engine and turbine and
power transmission equipment sectors.

Major Markets

  INDUSTRIAL SECTOR

Companies that manufacture machinery and equipment alongside other
miscellaneous industrial producers consume a high portion of products
produced by the Canadian Ferrous Metal Foundry Products industry.

In 2021, downstream industrial markets are expected to account for 41.2% of industry revenue, down slightly from
41.3% in 2016. Farm machinery and equipment manufacturers primarily purchase grey and ductile iron castings.
Farmers have delayed purchases of new machinery and equipment due to the economic downturn caused by the
COVID-19 (coronavirus) pandemic; as a result, farm machinery and equipment's share of revenue has declined over
the five years to 2021. Turbine and power transmission equipment manufacturers rely on a greater range of industry
products, using grey and compacted graphite iron castings, in addition to investment cast steel and other steel
castings, in production. Due to rising energy needs across North America, turbine and power transmission
equipment manufacturers' share of revenue has increased over the past five years. Other primary consumers of iron
and steel castings include manufacturers of pumps and compressors, construction machinery and metalworking
machinery.

TRANSPORTATION SECTOR

The transportation sector is also a crucial element of industry demand in
any given year due to the preponderance of motor vehicle and other
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transportation equipment manufacturers in Canada, including major
automakers and Bombardier Inc., among others.

The transportation sector is expected to account for 29.2% of industry revenue in 2021, remaining steady as a share
of revenue during the period. Within this sector, automakers are the largest consumers of ferrous metal foundry
products. Automobile manufacturers primarily require grey iron, ductile iron and malleable iron castings in production
and investment cast steel. Railway equipment manufacturers consume a significant amount of steel foundry
products and account for a smaller share of industry revenue, although it still represents the second-largest
transportation market. Other major markets include heavy-duty truck, military vehicle and aircraft manufacturing
industries.

EXPORTS

Exports are expected to account for 6.8% in industry revenue in 2021, up
from 6.6% in 2016.

This segment's share of revenue has grown over the past five years as the value of trade with top partners the
United States, Mexico and Portugal have all grown during the period. The top destination for the industry's exports is
the United States, with US markets regularly consuming accounting for about three-quarters of export demand. Due
to a shared border and favourable trade agreements, the United States has historically been a bastion of demand
for industry operators. For more information, refer to the International Trade section of this report.

OTHER

Other markets for industry goods include kitchenware, wind energy
generation, medical equipment and office machinery.

Since ferrous metal foundry products comprise such a large variety of applications, the variety of markets containing
industry products are diverse. In 2021, products for other markets are forecast to account for 22.8% of industry
revenue, down slightly from 22.9% in 2016.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Increasing

Imports

The value of imports in the Canadian Ferrous Metal Foundry Products industry has grown at an annualized rate of
4.0% to $556.9 million over the five years to 2021. A collapse in commodity prices and a depreciating Canadian
dollar led to a stagnation in manufacturing and industrial activity, diminishing the influence of imports in 2016.
Despite a declining Canadian effective exchange rate (CEER) index, which measures the value of the Canadian
dollar relative to the currencies of Canada's largest trading partners, indicating that domestic consumers can buy
fewer international goods with domestic currency, imports have satisfied a relatively steady percentage of domestic
demand during the period. In 2016, imports satisfied an estimated 29.1% of domestic demand and are expected to
comprise 27.3% of demand in 2021. The United States is anticipated to account for 39.9% of industry imports in
2021, followed by China (30.4%), India (16.3%) and France (2.5%). China and India are important sources of low-
value, high-volume, standardized commodity-type castings. These countries' share of imports has increased steadily
over the past five years due to the competitive advantage they have in wage costs.

Exports

Exports have increased over the past five years, primarily caused by large surge in the value of exports in 2019. The
value of exports has grown an annualized 6.4% to $107.7 million over the five years to 2021, aided by a declining
CEER index, which has boosted the attractiveness of domestic goods on the international marketplace by making
them more affordable. However, shipments abroad have been volatile over the past five years, with demand from
developed countries offering an unsteady market. Global economic uncertainty amid persisting debt issues and
uncertain trade prospects, has caused demand from countries outside the top three trading partners to falter.
Additionally, the spread of COVID-19 (coronavirus) is expected to cause supply chain disruptions amid a forecast
decline in downstream demand, which should ultimately fuel a modest decline in exports, which fell 1.1% in 2020. In
2021, it is expected that the United States will consume 70.7% of exports, followed by Mexico (19.0%), Portugal
(2.3%) and Germany (1.3%). Increased exports to Mexico and Portugal has been vital to strong growth in industry
exports, with the value of industry exports to Mexico estimated to grow an annualized 14.0% over the five years to
2021 and exports to Portugal estimated to grow at an annualized rate of 174.1% during the period.
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Business
Locations

  The concentration of establishments in the Canadian Ferrous Metal Foundry Products industry is largely influenced by proximity to
upstream suppliers of key inputs, such as iron and steel, in addition to a proximity to downstream markets, such as automakers.
Since industry establishments are located near centres of industrial activity, most foundries are correlated with highly populated
regions, such as Ontario, Quebec, British Columbia and Alberta. Importantly, the following breakdown represents 2020 figures
from Statistics Canada (latest data available), which does not include idled facilities at the time of the Canadian Business Register
survey.

Ontario has the largest share of industry establishments, accounting for an estimated 47.3% of ferrous metal foundries in 2021.
This region houses the greatest number of upstream iron and steel mills. Plus, Ontario is home to the 10 largest automobile
production facilities in Canada, which service the burgeoning North American automotive market, although recent restructuring in
downstream industries (IBISWorld reports 33611aCA and 33611bCA) may threaten operators that thrive on the transportation
sector. Importantly, while the industry is overwhelmingly concerned with iron foundry production as opposed to steel, Ontario has
a higher proportion of steel foundries compared with iron foundries. Ultimately, besides being the most densely populated
province, Ontario is also a key destination for imports and exports due to its large shared border with the United States, making it
an attractive area to establish industry locations.
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Quebec has the second-largest share of industry establishments, accounting for 28.6% of ferrous metal foundries in 2021, most of
which are iron foundries. Similar to Ontario, Quebec is home to a significant number of upstream suppliers and downstream
customers, including transportation powerhouse Bombardier Inc. Quebec is also the second-most populated province, with a
substantial amount of industrial activity to instigate industry sales. The third- and fourth-most populous provinces, British Columbia
and Alberta, are expected to account for 10.7% and 8.0% of ferrous metal foundries, respectively, in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Ferrous Metal Foundry Products industry in Canada has a low level of concentration, with the four largest
operators expected to account for less than 10.0% of revenue in 2021. This low level of concentration reflects the
specialized nature of most foundries and the logistical difficulties associated with heavy metal products. Most
foundries are relatively small, with only one industry establishment employing more than 500 people in 2020,
according to 2020 figures from Statistics Canada (latest data available). Furthermore, more than 30.0% of industry
establishments are considered nonemploying facilities, directly limiting the size and scope of operations. To lend
further evidence to the small scale of industry operations, 80.8% of all employing establishments have fewer than
100 employees and nearly one-third employ fewer than 10 workers. Ultimately, the small scale of production is a
direct result of intensifying competition from foreign producers. Foundries in developing countries with lower wage
and energy costs are able to produce low-value, high-volume, standardized castings on a mass scale, passing along
cost savings to customers in the form of lower prices, directly undercutting domestic operators. To compete,
domestic foundries have moved toward providing value-added products and working with customers to develop
customized castings that are able to be inputted into customers' assembly lines immediately. As a result of this
specialized production, most operators lack the ability to capitalize on economies of scale. Some foundries are
incorporated under larger manufacturers to produce specific castings in large quantities. While this type of foundry
can benefit from economies of scale, it can be difficult to expand beyond the manufacturers' operations.

Key Success
Factors

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

Effective quality control:
During and after the casting process, companies perform many tests to monitor and maintain product quality, which
helps ensure positive customer relationships and stability of future sales.

Involvement of all stakeholders:
Engineering and technical professionals are actively involved in marketing and customer service, often working with
customers to improve existing products and develop new casting products and applications.

Having a diverse range of clients:
Serving a multitude of downstream markets helps to insulate foundries against negative demand shocks.

Ability to pass on cost increases:
Most companies provide for price adjustments related to changes in input costs. The ability to pass on cost
increases to customers is essential to maintaining profitability.

Having a loyal customer base:
Customers often develop long-term relationships with foundries that provide high-quality machined castings and
offer just-in-time inventory management.
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Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to decrease from 8.0% of revenue in 2016 to 5.7% in 2021.
Over the five years to 2021, profit has fluctuated alongside the price of
major inputs, primarily iron and steel. An increase in input prices has
helped lower profit in recent years, particularly for iron castings. While
companies enter into sales contracts that typically account for price
fluctuations in raw material inputs by imposing surcharges, there is
usually a lag between incurring the cost and raising the selling price.
Foundries that enter long-term and exclusive contracts are better
positioned to pass on cost increases to customers and maintain profit.

 

  Wages

Wages are a substantial cost for foundries, accounting for 19.0% of
revenue in 2021, down from 20.1% in 2016. Wages' share of revenue
has decreased modestly over the past five years, alongside an industry
trend toward automation and consolidation. Ultimately, regardless of
the vitality of the industry, experienced metalworkers are a constant
requisite for industry operations. Accordingly, the average industry
wage is relatively high for the manufacturing sector, guaranteeing the
dedication of a substantial portion of the industry's cost structure to
labour, even in times of constrained demand.
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  Purchases

Purchases of raw materials, primarily iron and steel, constitute the
largest cost for foundries. Thus, the share of revenue dedicated to
purchases typically runs parallel to the price fluctuations of these crucial
inputs. When the price of inputs decreases, purchasing costs typically
represent a smaller expense for industry operators and vice versa. Iron
and steel prices have surged over the five years to 2021 despite global
economy volatility. Still, purchases have fallen modestly as a share of
revenue due to expectations for strong revenue growth during the
period. In 2021, purchases are expected to account for 45.2% of
industry revenue, down from 45.8% in 2016.

 

  Marketing

Marketing costs account for an estimated 0.7% of industry revenue in
2021, up slightly from 0.6% in 2016.

 

  Depreciation

Depreciation costs are expected to account for 4.1% of revenue in
2021, down from 5.6% in 2016. Depreciation costs are moderate due to
the scale of investment required for heavy machinery and equipment
used in casting processes.

 

  Rent

Industry rental costs are expected to represent 1.7% of industry
revenue in 2021, up from 1.1% in 2016.
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  Utilities

Expenditure on utilities is expected to account for 4.9% of industry
revenue in 2021, up from 4.7% in 2016.

 

  Other Costs

Other costs, including administrative expenses and insurance
premiums, are expected to account for 18.8% of industry revenue in
2021, up from 14.0% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Competition in the Canadian Ferrous Metal Foundry Products industry is
high as operators continue to exit the industry.

Foundries compete primarily on the basis of quality and price and the timeliness of deliveries, in which case,
proximity to a customer can be a competitive advantage, particularly for larger projects. Downstream manufacturers
have increasingly tried to control inventory costs by ordering inputs for delivery only when needed during the
production process, creating a relatively tight schedule for industry production and delivery. To compete in this
industry, foundries must establish strong relationships with downstream manufacturers, cultivated through years of
quality products and services. Foundries that can adjust output to satisfy customer requests are more likely to earn a
reputation for responsiveness while also benefiting from a reduction in overhead costs. Operators can reduce
expenses through altering employment during idle periods by taking advantage of seasonal labour contracts and
running machinery only during periods of high demand.

Competition between foundries is often determined by their structure, although technological breakthroughs have
diminished the extent of specialization to a degree for some larger and integrated foundries. Jobbing foundries
produce a variety of castings in small quantities for a range of customers. As jobbing foundries strive to produce
more complex castings, technical expertise, state-of-the-art facilities and skilled employees are necessary to
maintain a competitive advantage. In contrast, captive foundries operate under larger manufacturers and produce
specific castings on a mass scale to be used in their production process. Captive foundries benefit from economies
of scale and limited competition, but they struggle with expansion into new markets. Ultimately, downstream clients
that are not vertically integrated rely on foundries for their ferrous metal products. Thus, operators that specialize in
a particular aspect of industry production, such as sand casting or jobbing, are more likely to retain their clients in
niche markets. However, diversified foundries that have computer-aided production capabilities, which expand the
scope of production, are more likely to successfully navigate an economic downturn or a period of depressed
commodity prices which limits industry revenue expansion. Since the industry's health is contingent upon broader
macroeconomic factors, including the price of ferrous metals, limiting risk and navigating the booms and busts of
commodity prices is essential to remaining competitive. Over the five years to 2021, internal competition in the
industry has intensified among larger operators, which have become increasingly integrated.
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EXTERNAL COMPETITION

Outside of the industry, there are several ways for downstream clients to
procure foundry products.

Chiefly, competition from lower-priced imports has been persistent threat to industry operators. Imports of ferrous
metal foundry products are estimated to satisfy more than 25.0% of domestic demand in 2021, a share that has
fluctuated over the past five years, but has declined overall. Since foundries work closely with customers to deliver
orders as needed, they have the advantage of being located closer to customers' operations than foreign foundries.
However, for the same reason, foundries depend on domestic manufacturers for business and suffer when they opt
for imports of low-value, high-volume foundry products. Competition from foreign producers in developing
economies, such as India and China, is especially high for standardized foundry products, although competition for
specialized goods is still common, primarily from US and European foundry imports.

Foundries are also increasingly competing with substitute products in various downstream applications. In car and
aircraft manufacturing, ferrous metals compete with lighter nonferrous metals, such as aluminum and magnesium. In
the transportation sector, lighter materials are typically sought after to increase the fuel efficiency and top speed of
vehicles, directly threatening industry operations since steel and iron are typically desirable due to their strength and
weight. Therefore, while steel and iron are more desirable in construction endeavours due to their load-bearing
capabilities, the transportation sector, which is one of the industry's largest markets, is constantly evolving to lessen
its dependence on ferrous metals. In other industrial applications, such as water pipes, ferrous products compete
with plastic and ceramic substitutes, among others. Competition with substitutes is expected to continue increasing
over the five years to 2026, contributing to a forecast slowdown in industry growth.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  The Ferrous Metal Foundry Products industry in Canada
has high barriers to entry. First, the construction of a new
foundry is costly, as is the scale of investment into casting
equipment and machinery, deterring potential entrants
that lack the requisite initial capital or financing
capabilities. Plus, import competition limits potential
entrants' ability to succeed in producing low-value, high-
volume castings, limiting domestic production to
specialized endeavours. Thus, a reliance on highly skilled
metalworkers may be a substantial obstacle, which can
make industry participation difficult as well.

Meanwhile, close relationships between established
foundries and downstream manufacturers limit the ability
of new entrants to develop their own customer
connections. Foundries in this industry have generally
developed strong relationships with downstream
manufacturers as competition intensifies, making it
difficult for potential entrants to establish customer bases.
Clients generally own the patterns, designs and tooling
processes used to manufacture castings, but they are
almost always stored at the foundry. Thus, it is
inconvenient for customers to end an existing contract
and develop new production capabilities with another
foundry or to move existing equipment to a new facility.
This strengthens established relationships and reduces
opportunities for new entrants to obtain contracts.
Therefore, even with the necessary capital and labour
inputs for industry operations, newcomers are still
expected to struggle to compete with established players,
limiting their size and scope from inception.

Furthermore, legislation and regulation, particularly in
relation to the environment, pose legal barriers to entry.
Foundries produce hazardous waste over the course of
manufacturing castings. Meeting environmental standards
for waste disposal can make it difficult and costly for
potential entrants to start-up operations. As a result,
established operators that are experienced in navigating
the dynamic environmental regulatory landscape are
more likely to remain in business, siphoning demand
away from new participants and reducing the possibility
for new businesses to compete effectively. Ultimately,
while establishing a new foundry is costly and finding
technically proficient metalworkers is difficult, the largest
barrier to entry is the dominance of existing players that
can handle intense competition for a diminishing market
and successfully navigate an evolving regulatory
landscape.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Ferrous Metal Foundry Products industry in Canada has a medium level of globalization. The chief contributor to the
industry's increasing globalization is the presence of multinational companies. For example, two of the largest industry
operators are owned by foreign companies. Kubota Canada Ltd. is a subsidiary of Japanese-based Kubota Corporation,
while Australian-based Bradken Limited, now a subsidiary of Hitachi Construction Machinery Co. Ltd., operates two
foundries in Canada. In addition, import competition is significant, with imports expected to satisfy an estimated 27.3% of
domestic demand in 2021. Although a large percentage of imported ferrous metal foundry products come from the United
States, imports from emerging economies have increased consistently over the five years to 2021, particularly China and
India, furthering the extent of industry globalization. Nonetheless, most operators are small, relying on domestic
production capabilities and demand, limiting a more profound reliance on globalization initiatives despite a global supply
chain of primary and secondary metal products.
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Major Companies
There are no major players in this industry

Other Companies The Ferrous Metal Foundry Products industry in Canada is characterized by small operators that serve niche and
local markets. In particular, many ferrous metal foundries are contractors for larger manufacturing sectors, including
the automotive sector in Ontario and the rail transportation sector in Quebec. As a result, these small players are
reliant on a small pool of lucrative clients. As more downstream clients have invested in their own foundry
capabilities, or have outsourced their foundry needs to machine shops (IBISWorld report 33271CA), which offer
more comprehensive machining services, many operators have shifted their focus to new markets or have exited the
industry altogether. In the boom and bust cycle that is endemic to the industries that are reliant on upstream
commodity conditions, this gradual shrinking is anticipated to lead to fewer operators overall and a widespread
increase in competition among existing players, contributing to very few metal foundries that control a sizable portion
of the market.

Hitachi Construction Machinery Co. Ltd.

  Market Share: 2.4%
  Founded in 1922, Bradken Limited (Bradken), a substantial domestic foundry operator, was acquired by Hitachi

Construction Machinery Co. Ltd. (Hitachi) in 2017. According to the company's fiscal 2019 (year-end March) annual
report (latest data available), Hitachi's construction machinery segment employs about 5,500 people in more than 50
manufacturing, sales and service facilities worldwide. The company is structured into four divisions, which includes
mining products, rail, mineral processing and engineered products. These four divisions operate across eight
businesses. However, Bradken is still a subsidiary operating worldwide with domestic foundry operations, the results
of which are reported under Hitachi's construction machinery business segment. Bradken also encompasses a
separate brand, Cast Metal Services, which supplies raw materials, consumables and technology to foundries, steel
mills and smelters.

The company participates in this industry through three foundries located in London, ON, Edmonton, AB, and Mont-
Joli, QC, which have operations that are reported under Bradken's engineered products division. Bradken's
engineered products division manufactures large, highly engineered steel castings and differentiated consumable
products for the mining, resource, transportation and energy industries. Despite weakening demand in the mining
and transportation sectors in 2016, the division reduced staff sizes and cut fixed costs and discretionary expenses to
align with the decrease in revenue. The company reported that lower customer demand and excess industry
capacity put downward pressure on prices, which precipitated the company's 2017 acquisition. In 2021, Hitachi's
operations under the Bradken name are expected to generate $37.5 million in industry-relevant revenue, accounting
for a 2.4% share of the market.

Kubota Canada Ltd.

  Market Share: 2.4%
  Based in Orillia, ON, Kubota Canada Ltd. (Kubota Canada) is a leading North American supplier of heat-resistant

cast steel products. The company is a subsidiary of Japanese-based Kubota Corporation, a global manufacturer of
farm and industrial machinery and water and environmental products, such as ductile iron pipes, plastic pipes,
valves, pumps, industrial castings and spiral welded steel pipes. Kubota Canada manufactures a range of castings
from steel alloys that are heat-, corrosion- and abrasion-resistant for the petrochemical and mining industries. The
company controls all aspects of the manufacturing process, including melting and casting the metal from raw
materials and machining, welding, inspecting and shipping products. The company undertakes all these processes
from its single manufacturing location based in Orillia, ON.

Kubota Canada competes in this industry through its water and environment segment, in which it produces pipe-
related products using ferrous metal inputs. In 2021, IBISWorld expects Kubota Canada to generate $38.0 million in
industry-relevant revenue, representing a 2.4% share of the market.

Alloy Casting Industries Limited

  Market Share: 0.8%
  Based in New Hamburg, ON, Alloy Casting Industries Limited (Alloy Casting) manufactures ferrous castings in a

variety of alloys. Products include duplex, austenitic, martensitic, heat-resistant and precipitation-hardened stainless
steels; alloy steels; carbon steels; and irons. The company also provides a range of services to ensure its castings
satisfy customers' needs, such as producing patterns, simulating castings, machining, nondestructive testing,
inspecting, welding, heat treating and sand and shot blasting. The company manufactures its products from its main
manufacturing facility located in New Hamburg, ON. Alloy Casting strives to maintain a competitive advantage over
other foundries through rapid delivery, thorough testing certified by electronic records and highly skilled staff. The
company is expected to generate $13.4 million in industry-relevant revenue in 2021, with a market share of 0.8%.
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Weir Group PLC

  Market Share: 0.3%
  In operation since 1871, the Weir Group PLC (Weir) is a global leader in engineered solutions, resource

management and metal production based out of Glasgow, Scotland. According to the company's 2020 annual report
(latest data available), Weir employs about 13,000 people and has operation in more than 60 countries. In 2018,
Weir acquired industry-relevant manufacturer ESCO Group LLC (ESCO). ESCO competes in the industry through its
production of construction and industrial products, such as excavator buckets, snow plows, lip systems, ferrous
mining products and more. ESCO is the global market leader in tooth systems used in a variety of construction,
industrial and mining activities. Weir primarily operates in this industry through a variety of markets, including surface
and underground mining, infrastructure construction, highway construction, metal recycling and fibre processing. In
2021, IBISWorld expects Weir to generate $4.1 million in industry-relevant revenue, with a market share of 0.3%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Ferrous Metal Foundry Products industry in Canada
has a low to moderate level of capital intensity. In 2021, for
every $1.00 allocated to labour, operators spend an
estimated $0.21 on capital. Foundries require a significant
amount of machinery and equipment to make moulds, melt
and pour metal into moulds, remove excess material from
the castings and perform various processes to achieve the
desired properties and dimensions. This investment has
manifested in relatively high depreciation expenditures.
However, foundries also depend on skilled labour to
operate machinery and equipment and create high-quality
castings, mitigating the extent of capital intensity. To attract
talent, operators spend a significant share of revenue on
workers' wages. The large-scale mass producers of
industry products are more capital intensive, while smaller
foundries are more reliant on labour to fulfill their orders.
Thus, larger operators are more capital intensive than
smaller businesses since they are more likely to focus on
mass production capabilities, and therefore, rely more
heavily on machinery to boost output.
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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.

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

Very Low Rate of Entry Very
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.

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.

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

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.

Technological innovation has recently and is expected to continue to affect the
Ferrous Metal Foundry Products industry in Canada.

To bring additional value for their buyers, industry operators have increasingly implemented sensors and monitors with
internet of things capabilities, whereby they are able to track product functionality. This has enabled industry operators to
make timely repairs and adjustments.

The level of technology change is    Low

  Foundries in the Canadian Ferrous Metal Foundry Products industry
manufacture ferrous castings by melting iron and steel, pouring the molten
metal into moulds of a desired shape and removing the casting once the metal
has solidified.

Foundries often finish the casting through machining processes, such as grinding, turning and milling to meet customers'
specific requirements. Operators primarily use sand casting, investment casting and centrifugal casting processes, typically
specializing in mass production, batch production or jobbing methods. Ultimately, most of these processes have been
relatively unchanged over the five years to 2021. The primary technological advancements have been in the design and
machining aspects of industry operations, including numerous computer-aided design and manufacturing processes to
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increase efficiency, precision and accuracy in shaping metal.

Sand casting is the most common casting process, in which foundries use sand as the moulding material. In investment
casting, a master pattern made of wax or sometimes plastic is coated with refractory slurry that sets in the same shape.
The wax or plastic is melted out and metal is poured into the cavity. Investment casting tends to be more expensive than
sand casting because the pattern is destroyed in the process, but it produces more precise parts that require minor surface
finishing and machining. In centrifugal casting, the mould is rotating so fast that the metal coats the inside surface of the
mould. Centrifugal casting is used to produce pipes and tubes.

In mass production, foundries manufacture a specific type of casting on a large scale. This method enables economies of
scale, but also leads to inflexibility in adjusting output. This type of production uses mostly unskilled labour and the pace of
work is set by the conveyor belt speed. Relatively uniform products, such as cast-iron pipes, are suited to mass-production
techniques. Batch production is used for small runs. In contrast to mass production, the pace is determined by the rate at
which moulds can be manufactured, not by a predetermined conveyor belt speed. This method permits a greater degree of
flexibility in the manufacturing process, but usually entails higher costs. In jobbing, particular items are produced one at a
time or in small runs. As a result, the cost of making patterns is significant for each product.

Batch-production techniques are used for small production runs. The main feature, which distinguishes batch from mass
production, is that the pace of production is determined by the rate at which moulds can be manufactured, not by a
predetermined conveyor belt speed. Batch production permits a greater degree of flexibility in the manufacturing process,
but usually entails higher costs.

Jobbing generally involves the production of particular items one at a time, although some jobbing shops do manufacture in
small runs. Generally, conveyors do not move jobbing work; the moulds are made and the castings are poured, cooled and
knocked out with very little or no movement. Jobbing shops that specialize in large castings require considerable
investment in immobile assets, such as pits and crane bays.

Revenue
Volatility

The level of volatility is    High

  Revenue in the Ferrous Metal Foundry Products industry in Canada has been
highly volatile over the five years to 2021, fluctuating in line with changes in
demand for and the price of iron and steel.

Demand for iron and steel castings depends on activity in downstream markets, primarily machinery and transportation
equipment manufacturing. Increasing industrial activity contributes to rising demand for ferrous castings and higher prices
for iron and steel. However, rising input prices can lead to declining demand for ferrous castings if the price hike becomes
unbearable for downstream clients. For example, revenue surged 25.7% in 2018 as growth in industrial activity helped
operators pass on a 16.7% increase in steel prices that same year. Additionally, expectations for growth in the world price
of steel should fuel growth in industry revenue, which is expected to increase 20.3% in 2021 alone. In 2021, forecast
domestic and global economic growth following the COVID-19 (coronavirus) pandemic is likely to contribute to industry
revenue growth.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Foundries in the Canadian Ferrous Metal Foundry Products industry, similar to
the manufacturing sector at large, are subject to federal and local
environmental laws and regulations that relate to air and water quality,
limitations on the discharge of pollutants into the environment and standards
for the treatment, handling and disposal of toxic and hazardous wastes.

The increase or decline in the level of regulation can result in increased or decreased capital, operating and compliance
costs in any given year. Ultimately, these regulations are enforced jointly through Environment and Climate Change
Canada and Health Canada, which are responsible for the management of toxic substances under the Canadian
Environmental Protection Act, primarily emphasizing the emissions of total particulate matter and volatile organic
compounds.

In addition to the regulatory issues previously noted, industry operators are also subject to a variety of nonenvironmental
matters. Included in these are occupational health and safety, wage, overtime and other employment matters and dealings
with provincial and federal government agencies. As with other regulatory matters, nonenvironmental issues can vary from
province to province. For example, the Ontario Water Resources Act is a regulation for foundries that have their operations
and physical locations in Ontario. This act regulates sewage disposal and prohibits the discharge of polluting materials that
could adversely affect water quality in the area.

Industry
Assistance

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

Operators in the Canadian Ferrous Metal Foundry Products industry do not
receive direct assistance from the Canadian government.

Although there are no steel-specific tariffs significant enough to have a major effect on industry performance, Canada's
relationship to several steel producing nations does influence secondary steel and iron production and demand. For
example, major steel suppliers, such as China and the United States, are categorized as most favoured nations (MFNs).
MFN status encourages international trade by eviscerating significant tariffs for most goods from these countries. Since
China produces a substantial portion of the world's steel, MFN status creates a steady influx of inputs for secondary
producers in the industry. MFN status also facilitates export growth, thereby offering industry operators a form of
assistance, albeit bereft of protectionist measures directly aimed at industry operations. Under the United States-Mexico-
Canada Agreement (USMCA), the countries that comprise North America have eliminated nearly all trade tariffs on
industrial goods.

Outside of governmental assistance, industry operators benefit from membership in several trade associations, such as the
Canadian Steel Producers Association, World Steel Association and the Fabricators & Manufacturers Association. These
professional organizations provide Canadian iron and steel manufacturers with information about industry-relevant market
conditions and emerging market trends, in addition to general information and advice on legislation affecting operators
further upstream. Upstream conditions have a significant influence on industry operations, making current events in this
domain of tantamount importance for industry operators.

Specific to the industry, there are several organizations that provide advisory or advocacy services or information about
market conditions and emerging trends. For example, the Canadian Steel Producers Association seeks to advance public
policies to advance Canadian producers' competitiveness, innovation, environmental performance, skilled and productive
workforce and community responsibility.

Furthermore, the Canada Foundries Association (CFA) advocates for operators in the industry on various issues such as
environmental regulations and energy usage. The CFA also provides various types of training programs for its members.
For example, the CFA sponsors the Safety Group Program which is an initiative for workplace safety to eliminate workplace
injuries and illnesses.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic.
Additionally, operators were able to take advantage of tax deferrals and improved access to credit and loans to remain
liquid. The Canada Emergency Business Account also provided interest-free loans to small businesses of up to $40,000.
Large operators were able to apply for bridge financing through the Large Employer Emergency Financing Facility. These
programs helped some operators remain operational during an overall downturn in economic activity amid supply chain
disruptions and employee safety concerns.
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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)

2012 1,406 450 134 117 5,156 80.5 417 293 1,743 204
2013 1,298 454 144 125 4,478 68.3 455 257 1,685 195
2014 1,252 425 143 124 4,396 76.5 559 254 1,734 187
2015 1,230 425 136 118 3,963 98.3 503 249 1,635 131
2016 1,194 402 128 111 3,936 78.9 458 240 1,572 144
2017 1,104 357 120 104 3,627 63.3 489 214 1,529 187
2018 1,387 362 114 99.0 4,267 63.2 530 258 1,854 218
2019 1,425 452 115 100.0 4,283 91.3 528 280 1,861 177
2020 1,321 348 112 97.0 4,055 90.3 458 264 1,689 174
2021 1,590 457 119 102 4,590 108 557 302 2,039 261
2022 1,526 476 115 99.0 4,461 103 535 293 1,958 225
2023 1,544 480 114 98.0 4,504 105 542 296 1,982 228
2024 1,581 487 114 98.0 4,589 107 555 302 2,029 235
2025 1,605 494 114 98.0 4,667 109 564 307 2,061 241
2026 1,633 503 115 99.0 4,737 110 575 312 2,098 250

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 2.95 2.95 -7.59 -7.15 -0.14 19.4 -0.29 0.89 1.52 -14.0
2013 -7.72 0.95 7.46 6.83 -13.2 -15.2 9.23 -12.5 -3.32 -4.57
2014 -3.56 -6.31 -0.70 -0.80 -1.84 12.0 22.7 -1.25 2.91 -3.79
2015 -1.71 -0.05 -4.90 -4.84 -9.85 28.5 -10.1 -1.78 -5.73 -30.1
2016 -3.00 -5.42 -5.89 -5.94 -0.69 -19.7 -8.96 -3.86 -3.82 10.2
2017 -7.52 -11.1 -6.25 -6.31 -7.86 -19.8 6.81 -10.5 -2.73 29.9
2018 25.7 1.25 -5.00 -4.81 17.6 -0.16 8.49 20.3 21.2 16.7
2019 2.70 24.9 0.87 1.01 0.37 44.5 -0.48 8.41 0.37 -19.0
2020 -7.26 -22.9 -2.61 -3.00 -5.33 -1.10 -13.2 -5.69 -9.25 -1.81
2021 20.3 31.2 6.25 5.15 13.2 19.3 21.6 14.6 20.7 50.4
2022 -4.01 4.15 -3.37 -2.95 -2.82 -4.00 -3.96 -3.05 -3.99 -14.1
2023 1.20 0.75 -0.87 -1.02 0.96 1.06 1.32 1.02 1.25 1.43
2024 2.35 1.50 0.00 0.00 1.88 2.29 2.45 1.95 2.39 2.95
2025 1.55 1.47 0.00 0.00 1.69 1.49 1.62 1.68 1.58 2.86
2026 1.74 1.86 0.87 1.02 1.49 1.65 1.84 1.53 1.78 3.44

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 32.0 23.9 5.72 273 20.9 38.5 56,905
2013 35.0 27.0 5.26 290 19.8 31.1 57,347
2014 34.0 32.2 6.11 285 20.3 30.7 57,689
2015 34.5 30.7 7.99 310 20.2 29.1 62,856
2016 33.7 29.1 6.61 303 20.1 30.8 60,849
2017 32.4 32.0 5.73 304 19.4 30.2 59,085
2018 26.1 28.6 4.56 325 18.6 37.4 60,441
2019 31.7 28.4 6.41 333 19.6 37.2 65,281
2020 26.4 27.1 6.84 326 20.0 36.2 65,031
2021 28.8 27.3 6.77 346 19.0 38.6 65,839
2022 31.2 27.3 6.78 342 19.2 38.8 65,680
2023 31.1 27.3 6.77 343 19.2 39.5 65,719
2024 30.8 27.4 6.76 344 19.1 40.3 65,766
2025 30.8 27.4 6.76 344 19.1 40.9 65,760
2026 30.8 27.4 6.75 345 19.1 41.2 65,780

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

Canadian Steel Producers Association
http://www.canadiansteel.ca

Canadian Foundry Association
http://www.foundryassociation.ca

Industry Jargon CAPTIVE FOUNDRY
Type of foundry that operates under a larger manufacturer and produces specific castings on a mass scale to be
used in the manufacturer's production process.

CASTING
The process of pouring molten metal into a mould, enabling it to cool and then removing it to produce a metal shape.

DUCTILE IRON
Iron that has been made more flexible by the addition of magnesium.

FERROUS
Metal that contains iron.

GREY IRON
Iron with a high carbon content and relatively low tensile strength that is prone to fracture.

INGOT
Semiprocessed metal shapes that usually require further shaping, such as cold and hot working, cutting or milling, to
produce a useful final product.

JOBBING FOUNDRY
Type of foundry that produces a variety of castings in small quantities for a range of customers.

NONFERROUS
Metal other than iron and steel.

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
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establishments that are under common ownership or control.

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

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

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

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

INDUSTRY REVENUE
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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