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COVID-19
(Coronavirus)
Impact Update

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

• The Nonferrous Metal Foundry Product Manufacturing industry in Canada relies on the manufacturing sector for
downstream demand. As a result, as manufacturing activity slows due to the COVID-19 (coronavirus) pandemic,
demand will likely decline and constrain revenue. For more detail, please see the Demand Determinants chapter.

• The industry's level of competition is expected to increase as demand falls, resulting in the remaining operators
having to compete harder for any remaining business. For more detail, please see the Basis of Competition chapter.

• Revenue severely declined in 2020 amid lower manufacturing activity. The industry is projected to return to growth
in 2021 as downstream conditions partially recover. 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 The Nonferrous Metal Foundry Product Manufacturing industry in Canada primarily melts and pours nonferrous

metals into moulds of a desired shape to make castings. The castings are made from purchased metals or in
integrated secondary smelting and casting facilities. The main nonferrous metals the industry uses are aluminum,
copper, magnesium, nickel and titanium.

Major Players Magellan Aerospace

Main Activities The primary activities of this industry are:

Aluminum and aluminum-base alloy casting

Copper and copper-base alloy casting

Magnesium and magnesium-base alloy casting

Nickel and nickel-base alloy casting

Titanium and titanium-base alloy casting

The major products and services in this industry are:

Aluminum foundries

Aluminum die casting foundries

Other nonferrous metals foundries

Other nonferrous metals die casting foundries
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Supply Chain

SIMILAR INDUSTRIES

Copper, Nickel, Lead & Zinc
Mining in Canada

Aluminum Manufacturing in
Canada

Nonferrous Metal Rolling &
Alloying in Canada

Ferrous Metal Foundry Products in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Nonferrous Metal Foundry
Products Manufacturing in the US

Copper Tubes and Wire
Manufacturing in Australia

Copper Production in the UK Non-Ferrous Metal Product
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$1.8bn
Revenue

Annual Growth

2016–2021

-0.9%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$184.7m
Profit

Annual Growth

2016–2021

-12.1%

  Annual Growth

2016–2021

 

10.4%
Profit Margin

Annual Growth

2016–2021

-8.5pp

  Annual Growth

2016–2021

 

98
Businesses

Annual Growth

2016–2021

-0.6%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

5,583
Employment

Annual Growth

2016–2021

4.5%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$355.9m
Wages

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-15.4%
Demand from car and automobile
manufacturing

13.5%
World price of copper

7.7%
World price of aluminum

2.6pp
Industrial capacity utilization

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Industry Globalization

Medium / Increasing

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High

 

Key Trends

 Weakening demand from machinery manufacturing has
resulted in uneven performance

 Foundries' close partnerships with downstream
manufacturers have ensured steady demand

 Imports have been oscillating greatly alongside the value of
the loonie

 Demand for nonferrous castings will mostly be driven by the
performance of the automotive sector

 The industry is expected to continue consolidating

 The industry landscape has been focusing on domestic
markets instead of international sales

 Rising activity in downstream markets is projected to support
industry revenue growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  High Volatility

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  World price of aluminum
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Executive Summary Heavy metal: Rising global manufacturing activity and a recovering
economy will likely benefit the industry

The Nonferrous Metal Foundry Product Manufacturing industry in Canada has performed poorly over the five years
to 2021 as a result of trade tensions and pandemic-related disruptions. Companies in this industry form metal
castings from moulds, which are then used as intermediary components in the production of motor vehicles,
machinery, aircraft and other goods. Since nonferrous metals comprise the industry's most significant input and
output, foundries may be vulnerable to fluctuations in the prices of these metals, which are tied to trends in industrial
activity. The price of nonferrous metals and other commodities have generally increased during the period, despite
considerable volatility.

Weakening demand from the automotive and commercial aerospace markets, both domestic and global, has
weighed on industry performance. Further, trade tensions between the United States and Canada unsettled industry
operators during the middle of the period, contributing to drop in industry exports. Additionally, disruptions to the
global economy due to the COVID-19 (coronavirus) further eroded industry performance as downstream producers
scaled back activity in 2020. Overall, industry revenue is expected to fall at an annualized rate of 0.9% to $1.8 billion
over the five years to 2021. Rising activity in downstream markets late during the current period is projected to raise
industry revenue, growing 4.0% in 2021 alone, as the industry partially recovers from a steep decline the previous
year.

The industry is expected to benefit from rising global manufacturing activity and a recovering economy over the five
years to 2026, which will likely support rebounding prices for nonferrous metals, and therefore, industry castings.
Growing demand for nonferrous metal castings from the global aerospace and automotive markets will also bolster
revenue from industry exports. While imports of low-value, high-volume castings will likely continue to pose a threat,
domestic foundries will work closely with customers to develop specialized castings, which may provide a buffer
from lower-priced imports. Consequently, industry revenue is projected to rise at an annualized rate of 2.2% to $2.0
billion over the five years to 2026. Alongside this growth, profit is expected to increase after declining considerably
during the current period.
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Industry Performance

Key External
Drivers

Demand from car and automobile manufacturing

The Car and Automobile Manufacturing industry in Canada (IBISWorld report 33611aCA) is the largest domestic
market for nonferrous metal castings. When demand for automobiles increases, demand for castings used in their
production also rises. In addition, automakers have increasingly used lighter nonferrous metal castings, particularly
aluminum, to replace heavier iron and steel castings to reduce motor vehicle weight and boost fuel efficiency.
Demand from car and automobile manufacturing is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Industrial capacity utilization

Industrial capacity utilization is the ratio of actual industrial output to potential full-capacity output. A higher industrial
capacity utilization rate indicates that manufacturers are producing near full capacity. Industrial capacity utilization is
closely tied to demand for industry products because nonferrous metals are used extensively in the manufacturing
sector. Therefore, increasing efficiency in this sector drives demand for industry products. Industrial capacity
utilization is expected to rise in 2021.

 

World price of aluminum

As the industry's highest grossing product, the price of aluminum influences operators' revenue and profit. Rising
aluminum prices during periods of strong demand generally translate into higher revenue if operators are able to
raise selling prices and thereby pass on some of the input cost increases to customers. However, rising aluminum
prices increase purchase costs, and thus, constrain profit growth. The world price of aluminum is expected to
increase in 2021.

 

World price of copper

As the industry's second-highest grossing product, the price of copper also influences industry performance. The
world price of copper moves in response to demand and supply trends. When copper 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 copper is expected to rise in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar relative to its
primary trading partners. When the CEER index declines, it boosts the relative purchasing power of foreign buyers,
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lifting export activity. When it rises, this often hinders exports while raising import competition, which, in turn, hurts
the industry. The CEER index is expected to rise in 2021, posing a potential threat to the industry.

 

Current
Performance

Foundries in the Canadian Nonferrous Metal Foundry Products
Manufacturing industry produce castings from nonferrous metals and
alloys, which are combinations of metals designed to take advantage of
the physical or chemical properties of each element including strength or
corrosion resistance.

Foundries purchase raw or recycled nonferrous metal inputs from upstream smelters and refineries, and cast them
into a desired shape for a myriad of end user applications. Due to competition from less expensive imports for low-
value, high-volume castings, domestic foundries have become increasingly specialized; this includes providing
customers with precise, engineered castings and a host of value-added services, such as design support,
metallurgical research and development, pattern making, machining, testing, assembly and just-in-time delivery to
reduce customers' inventory costs. This trend has altered the industry landscape, with foundries working closely with
customers in a partner-type role in addition to providing traditional supplier roles.

Due to the value-added nature of most nonferrous castings made in Canada, industry products are generally not
subject to high levels of import competition or wild fluctuations in the price of raw materials such as aluminum,
copper or nickel. However, weakening demand from machinery manufacturing and other industrial markets has
resulted in uneven performance over the five years to 2021. Trade tensions between the United States and Canada,
beginning in 2018, contributed to a steep fall in industry exports. An overall decline in industry revenue has been
accelerated by the COVID-19 (coronavirus) pandemic, which contributed to revenue decreasing 11.4% in 2020
alone as manufacturing activity fell and supply chains were disrupted. Overall, IBISWorld expects industry revenue
to fall at an annualized rate of 0.9% to $1.8 billion over the five years to 2021. This includes an increase of 4.0% in
2021 alone as downstream producers continue to recover from pandemic-related disruptions.

GLOBAL ECONOMY DRIVES DEMAND AND PRICES

The prices of nonferrous metals are set in the global market, driven by
underlying activity in the world's major economies, such as the United
States and China.

Prices have fluctuated during most of the period as improving economic conditions gave way to uncertainty amid
trade tensions, with further volatility driven by the coronavirus pandemic's shock to global manufacturing activity.
Nonferrous metal prices are expected to rise an annualized 3.1% over the five years to 2021, rising 5.1% in 2021
alone as global industrial production rises.



Nonferrous Metal Foundry Product Manufacturing in Canada January 2022

12 IBISWorld.com

This volatility influences the industry in different ways. When input prices weaken during periods of tepid demand,
foundries are forced to lower selling prices to accurately reflect the market and better compete with other operators.
In comparison, when input prices rise in periods of growing demand, foundries are able to pass on some of the cost
increases to customers through raw material surcharges and higher selling prices. During the current period,
operators' increased focus on value-added products has provided protection from volatile input prices. Furthermore,
foundries' close partnerships with downstream manufacturers have ensured steady demand and reduced price-
based competition.

EVOLVING INDUSTRY LANDSCAPE

As the production of generic and standardized castings has moved
offshore, remaining foundries have focused on value-added alloys cast
into complex and precise designs.

Aluminum-base castings, the industry's primary products, are used as an alternative to steel in applications where
weight is of significant importance. Automobile manufacturers, comprising the industry's largest domestic market,
substitute heavier iron and steel castings for lighter aluminum castings to reduce motor vehicle weight, thereby
boosting fuel efficiency. Similarly, aerospace manufacturers use light nonferrous metal castings, particularly
aluminum, magnesium and titanium, to build aircraft bodies, engines and parts. Foundries often work closely with
these manufacturers to design customized castings and deliver them just in time for the manufacturers' production
processes to reduce customers' inventory costs.

Overall, the value of exports is expected to decrease at an annualized rate of 36.3% to $26.8 million over the five
years to 2021. This decline has been driven by trade tensions between the United States and Canada during the
middle of the period, which involved the imposition of a 10.0% tariff on Canadian aluminum exports to the United
State in 2018. While the tariffs were removed in 2019, an uncertain outlook forced operators to adjust their
businesses to rely on domestic demand sources, or to exit the industry. These changes are expected to have
structurally lowered the level of exported industry products.

In contrast, imports have been oscillating greatly alongside the value of the loonie and uneven economic activity
abroad. Still, this decline has been sharper than that of revenue, thereby diminishing imports' share of domestic
demand during the period. Overall, the value of imports is forecast to fall at an annualized rate of 4.5% to $60.6
million over the five years to 2021, satisfying 3.3% of domestic demand in 2021, down from 4.5% in 2016. This trend
illustrates the strengthening relationships between domestic operators and key domestic manufacturers in
downstream markets, which limits import competition.

In line with this shift in the industry landscape, producers of low-value castings have been priced out of the domestic
and international market by more cost-competitive foundries abroad, resulting in more industry exits and mergers
and acquisitions. To this end, the number of industry operators is forecast to fall at an annualized rate of 0.6% to 98
companies over the five years to 2021. However, this consolidation has helped to streamline industry activity,
prompting employment gains; industry employment will likely rise an annualized 4.5% to 5,583 workers during the
same period. Lastly, increasing specialization among industry operators, the exit of unprofitable companies,
widespread consolidation activity and lower operating costs arising from falling input costs all boosted industry profit
prior to the period. However, profit, measured as earnings before interest and taxes, has fallen over the past five
years, accounting for an estimated 10.4% of revenue in 2021, down from a high of 18.9% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
nonferrous

metals
(Index)

2012 1,973 1,072 117 111 4,529 202 65.7 282 1,836 272
2013 1,898 957 119 107 4,635 189 67.6 338 1,776 256
2014 2,018 1,043 118 104 5,093 190 63.5 309 1,892 244
2015 2,393 1,297 116 102 5,548 235 82.0 374 2,240 241
2016 1,860 742 113 101 4,485 255 76.3 291 1,681 221
2017 2,255 730 116 100.0 5,420 27.3 76.7 364 2,305 210
2018 2,079 737 112 99.0 6,922 25.5 67.4 392 2,121 232
2019 1,927 667 111 98.0 5,711 23.2 52.0 368 1,956 246
2020 1,707 505 113 98.0 5,394 19.4 55.6 344 1,743 245
2021 1,776 612 115 98.0 5,583 26.8 60.6 356 1,810 258
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Industry Outlook
Outlook The Nonferrous Metal Foundry Product Manufacturing industry in Canada

is expected to benefit from rising manufacturing activity in North America
over the five years to 2026, supporting industry growth.

Improving economic conditions will likely drive demand for new vehicles, and coupled with increased vaccine
distribution, increase air travel. These dynamics are projected to raise demand from downstream producers in the
aerospace and auto manufacturing industries. As a result, industry revenue is expected to rise at an annualized rate
of 2.2% to $2.0 billion over the five years to 2026.

ALUMINUM DOMINATES DEMAND

Increased sales of aluminum-base castings are likely to remain the largest
driver of revenue growth for this industry.

Aluminum is a highly malleable and ductile metal and can be cast into a variety of shapes for multifarious
applications. In addition, aluminum has an exceptional strength-to-weight ratio, making it a competitive substitute to
high-strength and specialty steel grades in a wide range of applications, primarily in the transportation sector. In
particular, automobile and light truck manufacturers are increasingly using aluminum castings instead of steel
castings to reduce the weight of motor vehicles, thereby boosting fuel efficiency.

Such trends are likely to continue over the coming years, as consumers and governments continue to seek greater
fuel efficiency and automotive performance. As the issue of climate change comes to the forefront of international
debate, increasingly stringent regulations on carbon emissions from both motor vehicles and airplanes will likely be
instituted over the next five years. Furthermore, consumer preferences are expected to continue turning toward
more fuel-efficient vehicles for both environmental and monetary reasons. In response to environmental regulations
and consumer preferences, automakers are forecast to increasingly use aluminum and other light nonferrous metal
castings in place of those made from heavier steel and ferrous alloys. Nonetheless, the market for automotive
castings is already highly saturated, so demand for nonferrous castings will mostly be driven by the overall
performance of the domestic and United States automotive sectors; refer to IBISWorld reports 33611aCA and
33611a, respectively, for more information.

Furthermore, rebounding aluminum prices, in addition to strong demand for aluminum castings, will likely enable
foundries to raise selling prices, further capitalizing on increased sales volumes. Similarly, the price of copper is
expected to rebound modestly during the outlook period after a decline over the five years to 2021. This is primarily
due to the increased mining and refining of copper, which is expected to offset upward pressure on its price. As the
industry's second-highest grossing product group, lower prices for copper-base castings will partially offset higher
prices for aluminum castings, contributing to revenue growth during the period. However, rising prices for many
nonferrous metal inputs will limit profit growth moving forward.

INDUSTRY STRUCTURE

The industry is expected to continue consolidating, with larger operators
acquiring smaller foundries to expand their customer base and market
share alongside acquiring intellectual property rights for proprietary
innovations.
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Consequently, the number of operators is projected to increase slightly at an annualized rate of 1.0% to 103
companies over the five years to 2026, as the rate of consolidation constrains overall industry entry.

Furthermore, as foundries expand their operations, growth industry employment and wages are anticipated to
expand; industry employment will likely increase at an annualized rate of 1.9% to 6,146 workers over the five years
to 2026. Moreover, as operators become increasingly specialized to compete more effectively, the average industry
wage will likely rise as well, reflecting foundries' efforts to attract skilled tradespeople with technical knowledge of
casting processes and the various properties of nonferrous metal alloys.

International trade is expected to have a lessened effect on industry revenue as the landscape of industry
operations has been focusing on domestic markets instead of international sales as exports wane as a share of
revenue. IBISWorld expects the value of exports to rise at an annualized rate of 2.5% to $30.3 million over the five
years to 2026, alongside a depreciating Canadian dollar. Automotive and commercial aerospace manufactures in
the United States will likely remain a key market for foundry products made in Canada. Meanwhile, advanced
imports from the United States and generic imports from Mexico, Japan and Australia will likely encourage import
growth. As a result, the value of imports is expected to rise at an annualized rate of 3.0% to $70.4 million over the
five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
nonferrous

metals  (Index)
2021 1,776 612 115 98.0 5,583 26.8 60.6 356 1,810 258
2022 1,810 635 116 98.0 5,683 27.3 65.7 362 1,849 241
2023 1,853 648 117 99.0 5,793 27.9 65.7 370 1,891 236
2024 1,909 668 118 100.0 5,969 28.6 67.1 381 1,947 235
2025 1,953 684 120 102 6,092 29.5 68.9 389 1,993 237
2026 1,984 695 121 103 6,146 30.3 70.4 393 2,024 239
2027 2,015 707 123 104 6,234 30.8 71.4 399 2,056 242
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is reliant on a fixed array of markets with no room for strong growth

The industry is consolidating

Technological change is focused on reducing operating costs and environmental impact

The Nonferrous Metal Foundry Product Manufacturing industry in Canada is mature, as demonstrated by the
decreasing number of enterprises, a reliance on macroeconomic factors for growth and fixed markets. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is forecast to fall at an annualized
rate of 0.6% over the 10 years to 2026. In contrast, Canadian GDP is projected to grow at an annualized rate of
1.9% during the same period. IVA growth that is analogous to GDP growth is often indicative of a mature industry.
While this forecast suggests a declining IVA, the annualized figure is primarily the result of a sharp declines in 2016
and 2020, as economic downturns in those years weighed heavily on industry profit, and thus, measured valued-
added. This is a reflection of the industry's cyclical growth, endemic to commodity-based industries.

Domestic producers of low-value castings have been forced out of business by more cost-competitive foundries
abroad over the five years to 2021, resulting in a greater amount of industry exits and mergers and acquisitions, a
chief indicator of maturity. The industry is expected to continue consolidating over the coming years as larger
operators acquire smaller foundries to expand their customer base and market share. To this end, the number of
nonferrous metal foundries is forecast to grow marginally over the 10 years to 2026 despite a relatively positive
outlook, suggesting a level of consolidation activity to offset industry entrance. Consolidation activity is further
evidence of the industry's maturity.

Technological change in the industry is low to moderate, producing limited new opportunities for growth by
restricting industry markets to a relatively fixed array of downstream industries. Casting processes are well-
established and foundry products are wholeheartedly accepted in downstream markets. Technological change is not
expected to introduce dramatically different products with new applications. Rather, innovation has focused on
improving product quality and machining tolerance, reducing costs associated with metalworking and limiting
environmental impact and therefore reifies the industry's status as mature.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Metal Pipe & Tube Manufacturing in Canada

Wire & Cable Manufacturing in Canada

2nd Tier

Circuit Board & Electronic Component Manufacturing in
Canada

Automobile Engine & Parts Manufacturing in Canada

Major Household Appliance Manufacturing in Canada

Key Selling Industries
1st Tier

Copper, Zinc & Lead Refining in Canada

Aluminum Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

2nd Tier

Copper, Nickel, Lead & Zinc Mining in Canada

Uranium & Metal Ore Mining

Metalworking Machinery Manufacturing in Canada

Products & Services

  The Nonferrous Metal Foundry Product Manufacturing industry in Canada
produces castings from nonferrous metals, which exclude iron and steel,
by melting and pouring the metal into a mould and removing the casting
after the metal has solidified.

Canadian foundries often work with customers to develop patterns and tooling for specific castings that can be
readily inserted into customers' production processes. While customers typically own the patterns and tooling, these
items are nearly always stored at the foundry. If switching suppliers, customers will usually develop patterns and
tooling with the new foundry rather than move these items from the original facility.

Ultimately, the simplest way to organize industry operations is based on the foundry's method of casting.
Establishments that use die casting methods use high-pressure systems to form moulds. The remainder uses a
variety of techniques that do not involve high-pressure systems. Then, due to the high number of aluminum
foundries in the industry, this discussion focuses on these two casting methods within the context of aluminum
foundry products and all other nonferrous metals. While the level of industry sales have declined over the five years
to 2021, especially due to recent disruptions related to the COVID-19 (coronavirus) pandemic on downstream
industries, the industry product mix has remained fairly stable.

ALUMINUM FOUNDRY PRODUCTS

Aluminum foundry products generate most industry revenue, accounting
for a combined 70.0% of revenue in 2021.

Within the aluminum category, products made via the pressurized die casting process are expected to account for
33.9% of revenue while products made from other casting processes account for 36.1% of revenue in 2021. Due to
its high strength-to-weight ratio, aluminum is widely and increasingly used as an alternative to steel in transportation
applications. Motor vehicle manufacturers use aluminum as a substitute for steel to reduce motor vehicle weight and
thereby boost fuel efficiency. Likewise, aerospace manufacturers use aluminum to produce lightweight airframes,
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engines and other parts. Aluminum foundry products have grown as a share of revenue over the five years to 2021,
primarily driven by exports to automotive and aerospace markets in the United States.

OTHER NONFERROUS METAL FOUNDRY PRODUCTS

Comprising 30.0% of industry revenue in 2021, all other nonferrous metal
foundry products include products made from copper, magnesium, lead,
zinc, nickel, cobalt and titanium, among others.

In 2021, only 10.4% of all establishments are dedicated to die casting other nonferrous metals while other methods
are used in the remaining 19.6% of this segment.

Copper is commonly alloyed with a range of other metals, namely zinc, tin, silicon, nickel, manganese, lead and
aluminum, to produce brass, bronze and other castings. Copper-base castings are predominantly used in industrial
valves, plumbing fixtures, power-transmission equipment and hardware. Therefore, demand for these products is
driven primarily by domestic construction activity, and to a lesser extent, construction activity within the United
States, which is Canada's largest importer of copper foundry products. Shipments of foundry products made from
copper and copper-based alloys have decreased as a share of revenue over the past five years, due to weakening
domestic construction activity and relatively stronger demand for other product groups.

When alloyed with zinc, aluminum and manganese, magnesium has the highest strength-to-weight ratio out of all of
the most commonly used metals. As a result, magnesium-base castings are used predominantly in transportation
equipment, particularly in the aerospace and automotive markets. Magnesium castings are also used heavily in non-
automotive applications, including consumer electronics, healthcare equipment and telecommunications. Shipments
of die-cast products made from magnesium have remained relatively steady as a share of industry revenue during
the period.

Zinc foundry products predominantly consist of zinc die castings. These are produced by forcing molten zinc into
reusable steel moulds, called dies, which can form complex shapes with a high degree of accuracy and
repeatability. Due to the metal's strength, hardness and high thermal conductivity, in addition to the cost efficiency of
die casting, zinc foundry products are found in many consumer, commercial and industrial products in the form of
wiring devices and electrical equipment. Lead-base castings are commonly used in fire safety equipment and ball
bearings and other applications that require high corrosion resistance and low tensile strength. Zinc and lead
foundry products have decreased as a share of revenue over the past five years.

Castings made from other metals, which predominantly include nickel, cobalt and titanium, typically comprise a
negligible portion of industry revenue. Nickel and cobalt are generally alloyed with other metals to improve
resistance to heat and corrosion. Nickel and cobalt-base castings are used in pumps and valves for the chemical
and petrochemical industries, in addition to in industrial furnaces. Titanium is heavier than aluminum but still lighter
than steel and is most often used in aerospace applications. Similar to other product segments, sales of nickel,
cobalt and titanium foundry products have slightly declined as a share of revenue over the past five years due to
growing demand for aluminum from the automotive market.

Demand
Determinants

Demand for nonferrous metal castings from the Canadian Nonferrous
Metal Foundry Product Manufacturing industry is largely dependent on
the level of industrial activity in downstream markets, primarily the
automotive and aerospace industries.

Motor vehicle manufacturers increase production, and therefore, purchases of nonferrous metal-casting inputs,
according to trends in consumer demand for cars and trucks. Similarly, aerospace manufacturers depend on
consumer and business demand for commercial flights in addition to government spending on military aircraft.

Consumer spending on durable goods, such as cars, or luxury items, such as airline tickets, depends on disposable
income levels and confidence in the economy. Over most of the five years to 2021, unemployment has decreased,
per capita disposable income has been on the rise and consumer confidence has grown as well. As households
experienced higher disposable incomes and access to credit, their purchases of cars and air travel increased to the
benefit of the automotive and commercial aerospace industries which in turn benefit industry operators.

The automotive industry is also affected by consumer preferences and environmental regulations. Over the past two
decades, growing concerns with carbon emissions and pollution levels have led to increasingly stringent standards
on fuel efficiency. Despite recent drops in the price of oil, consumer preferences have steadily shifted toward more
fuel-efficient vehicles to save money on fuel. As a result, automakers have increasingly substituted components
made from heavier iron and steel materials for those lighter nonferrous metal castings and structural components
that the industry produces. These trends have especially boosted demand for aluminum, which continues to grow as
a share of weight for motor vehicle bodies, engines and parts. Lastly, demand from the aerospace market depends
on federal spending on defence, overall levels of air passenger traffic and replacement rates for current aircraft.
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Demand for industry products has fallen as a result of the COVID-19 (coronavirus) pandemic, which substantially
affected demand from major downstream industries such as automotive and aerospace manufacturing. In 2021, as
economic fundamentals improve, industry revenue is projected to rise. However, ongoing supply chain disruptions
and uncertainty regarding the pandemic will likely limit downstream demand.

Major Markets

  The primary consumers of products in the Canadian Nonferrous Metal
Foundry Product Manufacturing industry are original equipment
manufacturers that use castings in their production process.

  Transportation equipment manufacturers comprise the largest market for foundry products, accounting for more than
25.0% of industry revenue collectively. Within this market, motor vehicle manufacturers and aerospace
manufacturers purchase the most nonferrous metal castings. Exports account for 1.5% of revenue in 2021, down
from a high of 13.7% in 2016. For more information on exports, refer to the International Trade section.

MOTOR VEHICLE MANUFACTURING

Motor vehicle manufacturers are estimated to account for 17.5% of
industry revenue in 2021.

Sales to this market have declined as a share of revenue over the five years to 2021 as demand from automakers
has fallen. Car and truck manufacturers have turned to lighter aluminum and magnesium parts to replace iron and
steel castings, reducing motor vehicle weight and thereby boosting fuel efficiency. In recent years, growing concerns
regarding carbon emissions and pollution have forced automakers to comply with increasingly stringent
environmental standards, which is a boon for industry operators that often specialize in lightweight automotive
solutions compared with traditional steel and iron castings. In addition, consumer preferences have trended toward
more fuel-efficient vehicles for both environmental concerns and cost savings, despite the recent drop in fuel prices.
Due to the ongoing COVID-19 (coronavirus) pandemic and related supply chain disruptions, declining auto
manufacturing across North American has weighed on industry performance.

AEROSPACE MANUFACTURING

Aerospace manufacturers use nonferrous metal castings to build aircraft
bodies, engines and parts.

This market typically develops relatively small quantities of highly specialized products on a contract basis with
commercial airlines or government agencies. As a result, aerospace manufacturers often work closely with upstream
foundries on the engineering, design and production of customized casting and tooling. Sales to this market have
fallen over the past five years and are estimated to generate 7.4% of industry revenue in 2021. The aerospace
manufacturing industry has been disrupted by pandemic-related declines in air travel, thus contributing to the decline
in this market's share of revenue.

MACHINERY MANUFACTURING

Machinery manufacturers are expected to account for 12.9% of industry
revenue in 2021.
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This market uses nonferrous metal castings as intermediary components in the manufacture of engines, turbines,
power-transmission equipment, pumps and compressors, heating and ventilation equipment and other industrial
equipment. Sales to this market have increased as a share of revenue during the period, though recent turmoil in the
domestic energy and industrial manufacturing sectors has reduced sales of foundry products to this market
segment, but will fall at a slower rate than other markets.

OTHER

Motorcycles, bicycles, ships and boats, heavy-duty trucks and all other
transportation equipment account for a substantial portion of remaining
demand.

Other major end users of nonferrous metal castings include fabricated metal product manufacturers, accounting for
33.4% of industry revenue in 2021, and electrical equipment manufacturers, accounting for 4.0% of revenue.
Fabricated metal products consist of valves, plumbing fittings and other hardware and account for 23.3% of revenue
in 2021. Electrical equipment includes household appliances, wiring devices, electric lighting, electric motors, power
generators and motor generators. Electronics markets are also crucial to industry success and are included in the
other segment. Computer and other electronic products are primarily composed of navigational, measuring and
medical equipment, in addition to telephone and data communications equipment that incorporate small magnesium
castings and other specialty industry products.
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International Trade Exports in this industry are    Low and Decreasing

Imports in this industry are    Low and Decreasing

International trade of nonferrous metal castings continues to play a key role in the Nonferrous Metal Foundry
Product Manufacturing industry in Canada. While imports only satisfy a small share of domestic demand, there has
been a growing trend toward importing low-value, high-volume nonferrous metal castings from developing
economies due to lower prices for these products. In contrast, exports are increasingly composed of customized
castings designed to customer specifications. The higher value of these types of foundry products have enabled
Canadian manufacturers to experience a trade surplus for most of its recent history.

Imports

The value of imports is forecast to fall an annualized 4.5% to $60.6 million over the five years to 2021, largely the
result of significant declines experienced in 2018 and 2019. Canada's closest trading partner, the United States, is
the largest source of imported nonferrous metal foundry products, accounting for an estimated 48.8% of imports in
2021. This share has increased slightly from 66.5% in 2016 as the US dollar appreciated compared with the loonie
during most of the period. Still, imports from China and Taiwan have risen over the past five years, resulting in a
growing share of the market. Following imports from the United States, goods from China, Taiwan and Germany
generally consist of low-value, high-volume nonferrous metal castings, intensifying competition for domestic
foundries.

Exports

The value of exports is expected to fall an annualized 36.3% to $26.8 million over the five years to 2021. Slowing
growth in emerging markets and trade disruptions between the United States and Canada have driven this sharp
decline, which began in 2017, when exports collapsed 89.3% amid trade tensions that year. Essentially, while this
drop is dramatic, the pattern suggests that domestic operators have begun to focus on domestic rather than foreign
markets, adjusting their operations to ensure performance in the medium term.

Exports are projected to grow, but remain at a lower level over the five years to 2026 as the global economy
recovers from the COVID-19 (coronavirus) pandemic. Importantly, the United States represents the largest export
market for nonferrous metal foundry products, accounting for an estimated 81.8% of exports in 2021. Other
important export markets include Mexico (8.8%), Japan (3.4%) and Australia (1.2%).



Nonferrous Metal Foundry Product Manufacturing in Canada January 2022

22 IBISWorld.com

Business
Locations

  The location of facilities in the Canadian Nonferrous Metal Foundry Product Manufacturing industry is influenced by their proximity
to upstream suppliers of nonferrous metals and downstream markets, particularly automakers. Since industry establishments are
located near centres of industrial activity, the location of most nonferrous metal foundries is correlated with highly populated and
industrialized regions. As a result, industry establishments are mostly concentrated in Ontario, Quebec and British Columbia.

Ontario

Ontario accounts for most industry establishments, home to 46.1% in 2021. This region also houses the most nonferrous metal
suppliers and automakers. Additionally, Ontario is the most populated province and accounts for a significant share of industrial
activity in Canada. Furthermore, the region is a key destination for imports and exports due to its large shared border with the
United States that largely comprises the Great Lakes.

Quebec

Quebec has the second-largest share of industry establishments, at 36.5% in 2021. Quebec is home to a significant number of
upstream suppliers and downstream customers, including automakers. Quebec is also the second-most populated province, with
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a substantial amount of industrial activity.

British Columbia

British Columbia contains the third-largest share of industry establishments, accounting for 10.4% in 2021. British Columbia is one
of Canada's fastest-growing regions in terms of population. As a result, British Columbia is an emerging industrial centre.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Nonferrous Metal Foundry Product Manufacturing industry in Canada has a low level of concentration. Most
companies only operate one facility and employ fewer than 50 workers. Only an estimated 5.6% of nonferrous metal
foundries in Canada employ more than 100 workers. However, this percentage should be understood with the
caveat that there are only 115 industry establishments in 2021, with nearly 20.0% considered nonemployers. While
concentration is increasing as the industry consolidates, the five largest operators in the industry are still expected to
account for less than 20.0% of the market in 2021. Since most foundries work closely with customers on a contract
basis, market share concentration will likely continue to remain fairly low despite ongoing consolidation.
Furthermore, due to the wide range of products made and markets served, an operator that dominates a certain
product segment does not necessarily dominate the industry as a whole. For example, Magellan Aerospace
Corporation is a leading Canadian manufacturer of sand cast components for the aerospace market, while Nemak
SAB de CV, which operated in Canada until mid-2020, is a leading manufacturer of automotive cast parts. However,
neither dominates the industry as a whole because both companies produce specific products for narrowly defined
market segments. Moreover, Canadian foundries endure intense pricing competition from producers in developing
economies that benefit from low-cost labour. As a result, domestic operators have increasingly focused on
producing precise, engineered castings from high-quality nonferrous metal alloys. These castings are often
designed to fit customer specifications so that they can be readily inserted into downstream manufacturers'
production processes. Foundries that capitalize on the growing market for customized castings are expected to
remain competitive, while producers of low-value, high-volume casting are priced out of the market by imports.

Key Success
Factors

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

Having a diverse range of clients:
Companies in this industry serve a wide variety of industries. Generally, no one customer accounts for a significant
portion of a company's revenue, which reduces risk.

Effective cost controls:
In addition to energy, a company's ability to grow earnings is affected by increases in the cost of raw materials,
primarily nonferrous metals such as aluminum.

Having a good technical knowledge of the product:
Companies in this industry usually staff technically trained people who support sales, manufacturing and quality
assurance. The majority of a company's products and processes require technically sophisticated application
engineering.

Protection of intellectual property and copyrighting of output:
Companies in this industry own various patents that relate to a wide range of products and processes. Patents can
give operators a significant competitive advantage.

Ability to provide testing or thermometers for on-site employees:
Manufacturing work cannot be done remotely and operators that can keep employees safe and avoid shutdowns
have an advantage.
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Cost Structure
Benchmarks

  Profit

Historically, the industry has experienced volatile profitability. While
profit has surged compared with prerecession levels beginning in 2011,
the average industry profit margin is expected to demonstrate an
overall downward trend. In 2021, profit, measured as earnings before
interest and taxes, is expected to account for 10.4% of industry
revenue, down from 18.9% in 2016. Economic conditions wavered early
over the five years to 2021, leading to lower prices for final products
and accordingly, a smaller profit margin. As industry revenue dropped
due to lower downstream demand and trade disruptions, profit fell
further. Recent disruptions attributable to the COVID-19 (coronavirus)
pandemic, such as supply chain pressures and rising input prices, have
contributed to further volatility.

 

  Wages

Wages are the second-most significant cost for industry operators,
consuming an estimated 20.0% of revenue in 2021. This reflects a rise
from 15.6% in 2016, with this change being driven by industry salaries
having risen amid a fall in revenue during the current period.
Nonferrous metal foundries depend on a highly skilled workforce with
technical knowledge of the casting processes and the various
properties of nonferrous metal alloys. Industry operators have
increasingly invested in automated processes to reduce labour costs
and boost productivity and profitability. However, industry wages are
anticipated to remain stable over five years to 2026 as productivity
rises.
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  Purchases

Purchases of raw materials and other inputs comprise the largest cost
for industry operators, consuming an estimated 44.6% of revenue in
2021, up from 36.2% in 2016. Foundries purchase nonferrous metals,
such as aluminum and copper, from upstream refiners or secondary, or
recycled, nonferrous metal producers. Purchases also include direct
energy costs associated with operating gas or electric arc furnaces,
casting machinery and other production equipment. Over the past five
years, the prices for nonferrous metals have been highly volatile due to
fluctuating industrial activity, and thus, demand for nonferrous metals
worldwide. Late during the period, nonferrous metal prices have risen
considerably, raising this share of industry revenue.

 

  Marketing

Marketing expenses represent a negligible cost for industry operators,
accounting for 1.0% of industry revenue in 2021. Marketing costs
accounted for 1.1% of revenue in 2016, reflecting a marginal decline
during the period.

 

  Depreciation

Foundries must invest in large-scale equipment to melt and pour
nonferrous metals and knock out castings, contributing to high
depreciation rates, a proxy for capital expenditures. Depreciation
expenses are projected to account for 4.1% of industry revenue in
2021, reflecting a decrease during the period as new investments have
slowed.
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  Rent

Rent costs for the industry have increased during the period. Rent
costs are projected to account for 1.6% of revenue in 2021.

 

  Utilities

Utility expenses have increased during the period, largely due to the
price of electric power. Utilities are anticipated to consume 3.8% of
revenue in 2021, compared with 3.5% in 2016.

 

  Other Costs

Other costs include administrative expenses, insurance premiums and
environmental liabilities, among others. Altogether, all other costs
account for 14.5% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Competition in the Canadian Nonferrous Metal Foundry Product
Manufacturing industry is moderate.

Participants compete primarily on the basis of price, quality and delivery time. Since most Canadian foundries have
transitioned from traditional low-value, high-volume castings to value-added products and services including custom
and precision work, customer relationships have come to the forefront of the competitive landscape in recent years.
Foundries generally work closely with customers on a contract basis to develop specific castings and deliver them
as needed in downstream manufacturers' production processes. As a result, foundries now provide a range of
services in addition to casting, including design support, metallurgical research and development, pattern making,
machining, testing, partial assembly of the end product and just-in-time delivery to reduce customers' inventory
costs. Therefore, operators with a more vertically integrated business model are more likely to attract and maintain
contracts.

Competition between foundries is often determined by the structure of their operations. Jobbing foundries produce
an array of castings in relatively small production runs for a variety 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 the manufacturing process of the end use product. Captive foundries
benefit from economies of scale and limited competition, but they lack the ability to diversify their operations.

EXTERNAL COMPETITION

Nonferrous metal foundries must also compete with lower-priced imports
in addition to substitute products.

Domestic producers of low-value, high-volume castings have largely been priced out of the market by imports from
developing economies with lower production costs, primarily for labour. Although competition from imports is
projected to modestly increase over the five years to 2026, domestic operators will likely continue to have an
advantage in delivering customized castings just in time for downstream manufacturers' production due to the
proximity of their primary automotive market in addition to the weight of industry products, which makes international
logistics difficult.

Nonferrous metal castings also compete with iron and steel castings and plastic or advanced ceramic substitutes in
various applications, such as motor vehicle, aerospace and electronics manufacturing. Competition from iron and
steel is expected to decrease in coming years as aluminum and other nonferrous metals are increasingly used to
reduce motor vehicle and aircraft weight and thereby boost fuel efficiency. However, competition from inexpensive,
lighter substitutes made from plastics, composites or advanced ceramics is expected to increase for the same
reason nonferrous metals have replaced iron and steel in certain applications.

Competition is expected to increase amid the COVID-19 (coronavirus) pandemic. The market for industry products is
forecast to shrink as economic uncertainty increases and downstream manufacturers shutter facilities or are
operating at reduced capacity due to slowing economic activity. As a result, operators will likely compete more
heavily for the remaining buyers of industry products.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  Barriers to entry in the Canadian Nonferrous Metal
Foundry Product Manufacturing industry are high, leading
to a decline in enterprise numbers even during periods of
significant revenue and employment growth. This limited
entrance and prolonged trend of industry exit is primarily
attributed to capital restrictions. The scale of investment
required for building a new, modern foundry can deter
potential entrants that lack the necessary capital. In
addition to capital requirements for casting equipment,
potential entrants would need to hire technically skilled
workers with extensive knowledge of the casting
processes and the various properties of nonferrous
metals alloys. As the pool of skilled tradespeople within
Canada continues to shrink, new foundries will likely find it
difficult to attract talent from larger operators that have the
resources to compensate labour at higher rates.
Furthermore, well-established players already benefit
from close relationships with key customers in the
automotive and aerospace markets, which poses another
obstacle for potential entrants.

Nonferrous metal foundries often work with downstream
manufacturers to develop patterns and tooling for specific
castings that can be readily inserted into customers'
production processes. While customers typically own the
patterns and tooling, these items are nearly always stored
at the foundry. If switching suppliers, customers will
usually develop patterns and tooling with the new foundry
rather than move these items from the original facility.
This type of relationship, of foundries as partners rather
than simply suppliers, makes it particularly difficult for new
foundries to sell their products, especially if consolidation
in downstream industries shrinks the pool of potential
customers. For instance, restructuring of major
automakers following the economic crisis decreased the
customer base and increased competition for contracts in
this market.

Moreover, regulation, particularly in relation to the
environment, poses technical barriers to entry. Foundries
produce hazardous waste over the course of
manufacturing castings. Meeting environmental standards
for waste disposal make it difficult and costly for potential
entrants to start-up operations.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Nonferrous Metal Foundry Product Manufacturing industry in Canada has a low to moderate level of globalization.
Imports satisfy a small share of domestic demand, while exports have historically generated a moderate portion of
industry revenue. Export figures have fallen considerably since 2018 amid trade tensions between the United States and
Canada, and are estimated to remain at a lower level over the five years to 2026, contributing to the low to moderate level
of globalization. The COVID-19 (coronavirus) pandemic has further affected industry trade amid disruptions to cross-
border downstream industries, though trade volume is projected to rise in 2021 as the economy continues to recover.

Moreover, Magellan Aerospace Corporation, the industry's largest player, has significant operations overseas.
Additionally, Nemak SAB de CV, based in Mexico, was a major operator in Canada prior to the closing of its Windsor,
ON, facility in 2020. Essentially, all of the major companies in this industry have globalized their operations to some
extent to secure their market share through vertical integration and global distribution networks. As the industry continues
to consolidate, more foreign companies will likely own subsidiaries in Canada, and more domestic operators are expected
to expand production abroad.
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Major Companies

Major Players Magellan Aerospace Corporation

Market Share: 3.4%

  Magellan Aerospace Corporation (Magellan) participates in the Canadian Nonferrous Metal Foundry Product
Manufacturing industry through its subsidiary, Haley Industries Ltd. (Haley Industries). Based in Haley, ON, Haley
Industries produces highly complex aluminum and magnesium castings for aircraft engines and parts. The company
supplies precision sand cast components globally, working with customers to solve engineering problems and
incorporate multiple functions into customized castings. Magellan employs more than 4,000 workers across 19
plants in six countries. Of these, four are located in Canada, though only one is industry relevant. The remainder
manufacture aerospace components for rocket systems, jet engines and commercial aircraft, among other
applications. The company generated $744.4 million in total revenue in 2020 (latest data available).

Magellan expanded into France in 2019 with the acquisition of Service Inter Industrie, a company that supplies
aerospace components based in Marignane. Additionally, the company expanded its facility in Poland in 2019.
Though Magellan is based in Mississauga, ON, it has focused on international acquisitions over the five years to
2021, and less than 10.0% of its manufacturing capabilities are industry relevant, limiting its market share.

Financial performance

The company's industry-relevant revenue is forecast to fall an annualized 7.7% to $60.7 million over the five years to
2021. This decline is likely due to earlier steady performance being offset by disruptions to demand for cast products
during the COVID-19 (coronavirus) pandemic. The company had signed a seven-year agreement with Pratt &
Whitney Canada, a leading manufacturer of aircraft engines, to supply the company with custom aluminum and
magnesium die castings. Most of these products will be produced in Magellan's Haley, ON, facility and were
projected to bolster sales growth. However, disruptions to air travel have weighed on the aircraft manufacturing
industry and their suppliers. In line with these developments, the company's industry-relevant operating profit,
measured as earnings before interest and taxes, is forecast to fall at an annualized rate of 11.8% to $8.4 million over
the five years to 2021.



Nonferrous Metal Foundry Product Manufacturing in Canada January 2022

32 IBISWorld.com

 
Magellan Aerospace Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 90.5 N/C 15.7 N/C
2017 86.1 -4.9 16.1 2.5
2018 87.1 1.2 14.6 -9.3
2019 91.6 5.2 13.1 -10.3
2020 67.1 -26.7 9.0 -31.3
2021 60.7 -9.5 8.4 -6.7

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

Other Companies Despite the presence of a few significant players that dominate certain product or market segments, the Nonferrous
Metal Foundry Product Manufacturing industry in Canada is fragmented due to the wide range of products it offers.
According to Statistics Canada, most companies, specifically 84.4%, employ fewer than 100 workers. However, as
unprofitable foundries continue to exit the industry or are acquired by larger operators, market share concentration
of the top players is expected to increase.

Exco Technologies Limited

  Market Share: 4.8%
  Exco Technologies Limited (Exco), based in Toronto, is a Canadian designer, developer and manufacturer of dies,

moulds, components and assemblies, in addition to machinery for the die cast, extrusion and automotive industries.
The company operates in the domestic industry through its three casting and extrusion technologies production
facilities in Markham, ON; Newmarket, ON; and Uxbridge, ON. Accordingly, the company bifurcates its operations
into two segments, which are automotive solutions and casting and extrusion, of which the latter is considered
industry relevant. The casting and extrusion segment designs, develops and manufactures die-casting and extrusion
tooling and consumable parts for aluminum die-casting and extrusion machines. Employing more than 6,600 people,
the company generated $413.3 million in global revenue in 2020 (latest data available). Overall, Exco is expected to
generate $85.1 million in industry-relevant revenue in 2021 despite contending with operating disruptions brought on
by the COVID-19 (coronavirus) pandemic.

Orlick Industries Ltd.

  Market Share: 3.7%
  Founded in 1947, Orlick Industries Ltd. (Orlick) is a Hamilton, ON-based manufacturer of aluminum die cast

products that employs more than 600 employees nationwide. The company is one of Canada's leading suppliers of
nonferrous components to the automotive industry, boasting over 44 die-casting machines between 600.0 and 2,000
tonnes and 280 CNC machines at its five facilities. Within Canada, Orlick has three large facilities for casting and
machining operations, one tool shop and a smaller facility dedicated to strictly aluminum open die casting.
Therefore, four of five facilities are considered industry relevant.

While the company is private and does not disclose its financial information, IBISWorld estimates that Orlick is
expected to generate $66.2 million in industry-relevant revenue in 2021. Orlick's commitment to vertical integration
and customer services has bolstered its market share over the five years to 2021. The company offers integrated
casting, machining and assembly for its clients within one facility for quick turnaround times in addition to higher
levels of quality control that have garnered more contracts, and accordingly, revenue growth in the automotive
sector, the industry's largest market. Orlick supplies Tier 1 suppliers and original equipment manufacturers
simultaneously, widening its client base by offering a broader range of products and services. The company has
contended with various disruptions due to the coronavirus pandemic, but is anticipated to still generate significant
revenue in 2021.

Riverside Brass & Aluminum Foundry Ltd.

  Market Share: 1.9%
  Headquartered in New Hamburg, ON, Riverside Brass & Aluminum Foundry Ltd. (Riverside Brass) produces copper,

aluminum and zinc alloy castings on a contract basis. The company operates two foundries and employs more than
125 workers. The company specializes in high-volume and tight-tolerance nonferrous sand and centrifugal castings,
plaques and memorial products. Riverside Brass casts 100.0% recycled nonferrous metals and offers other
services, such as assembly, engineering, finishing, inspection and machining. The company's products are used in a
variety of industries, including aerospace, agriculture, appliance, automotive, electrical, mining, plumbing,
transportation and water utility markets. Although the company is private and does not disclose its financial
information, IBISWorld estimates it will generate $33.7 million in industry-relevant revenue in 2021. Similar to other
industry operators, Riverside Brass has contended with a difficult operating environment due to the coronavirus
pandemic affect supply chains. However, the company is still expected to generate significant revenue in 2021
despite the pandemic.

Nemak SAB de CV
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  Nemak SAB de CV (Nemak) is a global automotive parts manufacturer based in Monterrey, Mexico and is a Tier 1
supplier to major original equipment manufacturers. Nemak manufactures myriad automotive parts and systems and
is considered one of the 100 largest auto industry suppliers worldwide, according to AutoNews in 2018. Nemak
operates with an emphasis on lightweighting solutions for the automotive industry through the manufacture of
aluminum parts including engine blocks, cylinder heads, crossmembers, shock towers and transmission and
powertrain components among other notable products.

The company is a subsidiary of the Mexican industrial conglomerate Alfa SAB de CV, which holds more than three-
quarters of Nemak stock, with Ford Motor Company holding more than 5.0% and the remainder under public
ownership. The company was made public in July 2015 on the Mexican stock exchange. Nemak employed more
than 20,000 people at 38 facilities across the world, generating $5.3 billion in overall revenue in 2020 (latest data
available). Nemak operates in the industry through its subsidiary, Nemak of Canada Corporation. However, the
company announced its plans to shutter its Canadian manufacturing plant in 2020 and has since exited the industry.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Nonferrous Metal Foundry Product Manufacturing
industry in Canada is highly capital intensive, typical of
primary metal and metal product manufacturing industries.
Foundries are expected to allocate $0.20 on capital
expenditures for every $1.00 spent on labour in 2021. This
represents a decrease from $0.34 in 2016 as wages have
risen and capital outlays have declined over the five years
to 2021. Companies need to invest a significant amount of
capital into building a modern foundry with state-of-the-art
equipment to melt nonferrous metals, pour them into
moulds and knock out the castings once the metals have
solidified. However, foundries also depend on a highly
skilled workforce with the technical knowledge to carry out
various casting processes for highly customized projects,
limiting overall capital intensity.
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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.

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.

Medium Market
Concentration

Potential 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.

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

Overall, operators in the Canadian Nonferrous Metal Foundry Product
Manufacturing industry do not experience any significant disruption to their
range of operations that is attributable to technological advances in competing
industries.

This is primarily because the industry's chief source of external competition comprises foreign imports, which largely
employ the same manufacturing processes and technologies used by operators in this industry, but at a lower per-unit
price, as the cost of labour is lower in some of the world's more emerging economies compared with the cost of labour in
Canada. However, industry operators continue to experience a competitive advantage due to the proximity of their facilities
to their downstream customers, which makes international logistics difficult. Over the coming years, the industry is likely to
begin experiencing more pronounced technological disruptions as the manufacturing process for less expensive, lighter
substitutes made from plastics, composites or advanced ceramics becomes more refined.

The level of technology change is    Medium

  The Nonferrous Metal Foundry Product Manufacturing industry in Canada is
characterized by a moderate level of technological change.

Nonferrous metal foundries produce castings by melting the metal, pouring the molten metal into moulds of a desired shape
and removing the casting once the metal has solidified. Depending on the type of process used, foundries often finish the
casting through machining to meet customers' specific requirements. Operators primarily use die-casting, sand-casting,
investment-casting and centrifugal-casting processes, typically specializing in mass production, batch production or jobbing
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methods.

In die casting, foundries force metal under high pressure into reusable steel moulds, called dies, which are engineered to
produce complex castings with a high degree of accuracy and repeatability. Die castings are one of the highest volume,
mass-produced items manufactured by this industry. In sand casting, foundries use sand as the mould material. In
investment casting, a master pattern made of wax or sometimes plastic is coated with a 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 afterward. In centrifugal casting, the mould is rotating so fast that the metal
coats the inside surface of the mould. This process is used to produce pipes and tubes.

In mass production, foundries manufacture a specific type of casting on a large scale. This method permits for economies
of scale, but also leads to inflexibility in adjusting output and garnering higher prices for custom production. This type of
production uses mostly unskilled labour and the pace is set by the conveyor belt speed. Relatively uniform products 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.

Ultimately, while many of these processes have been standards for some time, the technological innovations that propel the
industry forward pertain to automation techniques, warehousing, logistics and heating apparatus. Essentially, jobbing,
moulding and die casting processes are relatively stable, but some ancillary practices have benefited from technological
innovation over the five years to 2021.

Revenue
Volatility

The level of volatility is    High

  The Nonferrous Metal Foundry Product Manufacturing industry in Canada has
a very high level of revenue volatility, endemic to most commodity-based
economic endeavours.

This is primarily the result of oscillating prices for nonferrous metals, which comprise the industry's most significant inputs in
addition to output. Rising prices for nonferrous metals may hurt industry profitability, although operators are generally able
to pass on the cost increases to customers through higher selling prices during periods of strong demand. While falling
prices result in lower purchasing costs, operators are often forced to offer lower selling prices for industry products, as
consumers demand foundries to pass on some of these savings. As a result, industry revenue and profitability tend to
fluctuate along with nonferrous metal prices.

Nonferrous metal prices are influenced by global demand and supply trends. Demand for nonferrous metals primarily
depends on activity in downstream manufacturing markets. Sustained growth in the global economy over the five years to
2021 produced an environment in which demand and prices for many commodities surged in tandem. As a result, industry
revenue has grown as much as 21.2% in 2017 and declined as much as 22.3% in 2016. Overall, IBISWorld expects
revenue to fluctuate an average of 18.5% over the five years to 2021, reflecting a high level of volatility.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Nonferrous Metal Foundry Product Manufacturing industry in Canada is
subject to a moderate level of regulation.

Nonferrous metal foundries are subject to a wide range of laws and regulations concerning the environment and worker
health and safety. As with other manufacturers, nonferrous metal foundries are held to strict environmental regulations
regarding the release of emissions and other pollutants into the air and water. In addition, industry operators must adhere to
set standards for the treatment and disposal of hazardous waste. The majority of these laws are housed and enforced at
the federal level within Canada's Department of the Environment. Individual provincial governments also have authority
concerning resource management and waste discharge. Industry operators are also subject to a variety of laws and
regulations governing worker and workplace safety issues, such as hours worked, collective bargaining, holidays, minimum
wage, layoff procedures, unjust dismissal, severance pay, meal times and minimum safety standards. These regulations
are housed within various federal and provincial government departments, including the Canadian Centre for Occupational
Health and Safety and Canada's Ministry of Health.

During the COVID-19 (coronavirus) pandemic, many industry manufacturing facilities were affected by provincial lockdowns
in 2020 and 2021. Upon reopening, industry facilities implemented health and safety guidelines to protect their workforces.
This entailed the use of personal protective equipment and establishing socially distanced working arrangements.

Industry
Assistance

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

The Nonferrous Metal Foundry Product Manufacturing industry in Canada
receives minimal assistance from the Canadian government in the form of
tariffs.

There is a 6.5% tariff levied on imports of aluminum castings from all countries qualifying for most-favoured nation (MFN)
status. In addition, there is a 3.0% tariff levied on imports of copper castings from all countries falling under the MFN status.
However, the current ratification process of the United States-Mexico-Canada Agreement (USMCA), the successor to the
North American Free Trade Agreement, may affect the industry moving forward.

In March 2018, the United States imposed a 10.0% tariff on imports of Canadian aluminum. In response, Canada imposed
retaliatory tariffs of 10.0% on aluminum product shipments from the US. To support affected industries, Canada's Strategic
Innovation Fund (SIF) provided $250.0 million to help bolster affected manufacturers. While both tariffs were lifted in May
2019, they were presented a significant disruption to industry exports, which remain depressed relative to their level at the
start of the current period.

Outside of government, there are also various organizations that advocate for Canadian foundries. For example, the
Canadian Foundry Association represents and addresses specific issues affecting the industry and deals with Canadian
government relations. Furthermore, the North American Die Casting Association provides services pertaining to research
and development, marketing, meetings and expositions, education, design assistance, government affairs and chapter
relations for foundries located in Canada, the United States and Mexico. Other notable trade associations that represent
industry operators include the American Foundry Society and the Non-Ferrous Founders' Society.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
industry operators are expected to have qualified for. For example, the Canada Emergency Wage Subsidy provided up to
$847.00 per week for eligible employers that have been negatively affected by the coronavirus pandemic. Additionally,
operators took advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada
Emergency Business Account provided interest-free loans to small businesses of up to $40,000. Large operators may have
been eligible to apply for bridge financing through the Large Employer Emergency Financing Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
nonferrous

metals (Index)
2012 1,973 1,072 117 111 4,529 202 65.7 282 1,836 272
2013 1,898 957 119 107 4,635 189 67.6 338 1,776 256
2014 2,018 1,043 118 104 5,093 190 63.5 309 1,892 244
2015 2,393 1,297 116 102 5,548 235 82.0 374 2,240 241
2016 1,860 742 113 101 4,485 255 76.3 291 1,681 221
2017 2,255 730 116 100.0 5,420 27.3 76.7 364 2,305 210
2018 2,079 737 112 99.0 6,922 25.5 67.4 392 2,121 232
2019 1,927 667 111 98.0 5,711 23.2 52.0 368 1,956 246
2020 1,707 505 113 98.0 5,394 19.4 55.6 344 1,743 245
2021 1,776 612 115 98.0 5,583 26.8 60.6 356 1,810 258
2022 1,810 635 116 98.0 5,683 27.3 65.7 362 1,849 241
2023 1,853 648 117 99.0 5,793 27.9 65.7 370 1,891 236
2024 1,909 668 118 100.0 5,969 28.6 67.1 381 1,947 235
2025 1,953 684 120 102 6,092 29.5 68.9 389 1,993 237
2026 1,984 695 121 103 6,146 30.3 70.4 393 2,024 239

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Price of
nonferrous
metals (%)

2012 -11.2 -19.5 -8.60 -5.94 -2.25 -24.9 -18.7 -4.61 -9.64 13.0
2013 -3.81 -10.7 1.70 -3.61 2.34 -6.58 2.89 19.9 -3.26 -5.93
2014 6.34 9.05 -0.85 -2.81 9.88 0.52 -6.07 -8.58 6.50 -4.54
2015 18.6 24.3 -1.70 -1.93 8.93 23.6 29.1 20.9 18.4 -1.27
2016 -22.3 -42.8 -2.59 -0.99 -19.2 8.68 -6.96 -22.2 -25.0 -8.51
2017 21.2 -1.68 2.65 -1.00 20.8 -89.3 0.52 25.2 37.1 -5.04
2018 -7.80 1.01 -3.45 -1.00 27.7 -6.60 -12.1 7.66 -7.95 10.6
2019 -7.31 -9.58 -0.90 -1.02 -17.5 -9.02 -22.9 -6.00 -7.78 6.25
2020 -11.4 -24.3 1.80 0.00 -5.56 -16.4 6.92 -6.74 -10.9 -0.45
2021 4.03 21.3 1.76 0.00 3.50 38.1 8.99 3.60 3.81 5.05
2022 1.91 3.67 0.86 0.00 1.79 1.86 8.41 1.82 2.14 -6.53
2023 2.34 2.14 0.86 1.02 1.93 2.19 0.00 2.01 2.27 -2.12
2024 3.01 2.96 0.85 1.01 3.03 2.50 2.13 3.05 2.99 -0.17
2025 2.33 2.41 1.69 2.00 2.06 3.14 2.68 2.09 2.34 0.59
2026 1.58 1.71 0.83 0.98 0.88 2.71 2.17 1.02 1.59 0.88

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 54.3 3.58 10.3 436 14.3 38.7 62,265
2013 50.4 3.81 9.96 409 17.8 38.9 72,923
2014 51.7 3.36 9.42 396 15.3 43.2 60,672
2015 54.2 3.66 9.82 431 15.6 47.8 67,358
2016 39.9 4.54 13.7 415 15.6 39.7 64,794
2017 32.4 3.33 1.21 416 16.1 46.7 67,140
2018 35.4 3.18 1.23 300 18.8 61.8 56,602
2019 34.6 2.66 1.20 337 19.1 51.5 64,490
2020 29.6 3.19 1.14 317 20.1 47.7 63,682
2021 34.5 3.35 1.51 318 20.0 48.5 63,747
2022 35.1 3.55 1.51 319 20.0 49.0 63,769
2023 35.0 3.48 1.51 320 20.0 49.5 63,818
2024 35.0 3.45 1.50 320 20.0 50.6 63,830
2025 35.0 3.46 1.51 321 19.9 50.8 63,854
2026 35.0 3.48 1.53 323 19.8 50.8 63,944

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 Foundry Association
http://www.foundryassociation.ca

The North American Die Casting Association
http://www.diecasting.org

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

FERROUS METAL
A metal, such as steel, that contains iron.

FOUNDRY
A factory that produces metal castings.

NONFERROUS METAL
A metal, such as aluminum, that does not contain iron.

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

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

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

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

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

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

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

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

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