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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Hand Tool and Cutlery Manufacturing industry in Canada is expected to decrease in 2020 due to
the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· Some of the industry's product segments are projected to decrease in 2020 due to the coronavirus pandemic. For
more detail, please see the Products and Services chapter.

· Some of the industry's major market segments are projected to decrease in 2020 due to the coronavirus pandemic.
For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry comprises establishments primarily engaged in manufacturing nonprecious and precious plated metal

cutlery and flatware; manual hand and edge tools; manual handsaws; all types of saw blades, including those for
sawing machines; metal kitchen utensils; and pots and pans, except those manufactured by casting.

Major Players Stanley Black & Decker Inc.

Main Activities The primary activities of this industry are:

Manufacturing metal cutlery and flatware

Manufacturing nonpowered hand and edge tools

Manufacturing nonpowered handsaws and saw blades

Manufacturing metal kitchen utensils

Manufacturing pots and pans

The major products and services in this industry are:

Interchangeable hand and edge tools

Other hand and edge tools

Handsaws, saw blades and tips

Kitchenware

Other
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Supply Chain

SIMILAR INDUSTRIES

Other Plastic Product
Manufacturing in Canada

Ferrous Metal Foundry Products
in Canada

Hardware Manufacturing in
Canada

Tractors & Agricultural Machinery
Manufacturing in Canada

Power Tools & Other General-
Purpose Machinery
Manufacturing in Canada

Jewellery Manufacturing in
Canada

   

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Hand Tool & Cutlery
Manufacturing in the US

Hand Tool Manufacturing Fabricated Metal Product
Manufacturing in Australia

Cutlery & Kitchen Utensil
Manufacturing in China

Tool Manufacturing in the UK Fabricated Metal Product
Manufacturing in New Zealand

Automatic Level Instrument
Manufacturing
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Industry at a Glance
Key Statistics

$535.4m
Revenue

Annual Growth

2015–2020

-2.2%

Annual Growth

2020–2025

5.8%

Annual Growth

2015–2025

 

$-1.6m
Profit

Annual Growth

2015–2020

-64.4%

  Annual Growth

2015–2020

 

-0.3%
Profit Margin

Annual Growth

2015–2020

-16.7pp

  Annual Growth

2015–2020

 

233
Businesses

Annual Growth

2015–2020

-5.7%

Annual Growth

2020–2025

1.3%

Annual Growth

2015–2025

 

3,024
Employment

Annual Growth

2015–2020

3.9%

Annual Growth

2020–2025

4.5%

Annual Growth

2015–2025

 

$155.4m
Wages

Annual Growth

2015–2020

0.1%

Annual Growth

2020–2025

4.8%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

0.5%
World price of aluminum

5.9%
World price of steel

0.7%
Consumer spending

-0.7%
Total imports

-0.4%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Technology Change

Low

MIXED IMPACT

  Revenue Volatility
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Barriers to Entry
Low / Increasing   Industry Globalization

High / Steady

  Competition
High / Increasing

 

Key Trends

 The majority of products made by the industry are
homogenous

 Exports have remained a significant source of revenue

 Since 2015, the average price of most metal inputs has been
particularly volatile

 Domestic construction activity is expected to grow

 The industry's long running trend of consolidation is
expected to halt slightly

 The industry is expected to remain highly globalized over the
next five years

 The COVID-19 pandemic has harmed the industry's average
profit margin
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Capital Requirements

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Outlier Growth

  World price of steel
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Executive Summary Dull blade: The anticipated recovery of the Canadian economy is
projected to increase revenue

The Hand Tool and Cutlery Manufacturing industry in Canada produces a wide variety of metal goods, including
landscaping and construction tools, industrial components and consumer products. Although a diversified product
selection usually shelters the industry from macroeconomic fluctuations, the industry is largely homogeneous and its
low-cost nature renders manufacturers vulnerable to pressure from lower priced and more complex substitutes such
as power tools. As a result, imported products manufactured in countries with lower labour costs have increasingly
flooded the Canadian market, though the depreciation of the loonie in recent years has mitigated this pattern to an
extent. Overall, industry revenue has decreased an annualized 2.2% to $535.4 million over the five years to 2020,
with revenue expected to drop 16.5% in 2020 alone as a result of the COVID-19 (coronavirus) pandemic in Canada
as well as globally.

In addition to increased competition from imports and fluctuating input costs, the coronavirus pandemic has further
harmed the industry's average profit margin, which is measured as earnings before interest and taxes. Profit is
expected to fall from 16.4% of revenue in 2015 to an expected loss of 0.3% in 2020. Further, constrained demand
for domestically produced hand tools has made it difficult for many operators to stay in business, forcing many
businesses to close underperforming facilities or leave the industry altogether. As a result, industry participation has
decreased considerably.

The anticipated recovery of the Canadian economy following the worst of the coronavirus pandemic is projected to
increase revenue growth prospects over the five years to 2025, although the potential for more robust growth in the
long run will continue to be tempered by the high share of domestic demand that is fulfilled by imports, as the value
of foreign imports is expected to increase alongside exports as the global economy recovers. That said, however,
revenue is anticipated to increase an annualized 5.8% to $711.1 million over the five years to 2025. While some
niche opportunities will continue to exist for specialty, handcrafted or made in Canada items, the industry companies
best suited for survival are global leaders such as Griffon Corporation and Stanley Black & Decker Inc., both of
which have favourable supply and distribution contracts with major Canadian retail chains, well-known brand lines
and the economies of scale to compete effectively with less expensive imports.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate index (CEER) measures the strength of the Canadian dollar against that of its
major trading partners. As the CEER increases, industry exports become less affordable for foreign buyers. The
CEER is expected to decrease in 2020, representing a potential opportunity for the industry.

 

Consumer spending

Most industry products are purchased directly by consumers for personal or household use. Consumers also
demand services from industries, such as food service or landscaping, that purchase industry products. Accordingly,
increases in overall consumer spending levels are positively correlated with demand for industry products.
Consumer spending is expected to decrease in 2020, posing a potential threat to the industry.

 

World price of steel

Steel is the primary input in the production of most industry products. Therefore, an increase in the world price of
steel raises purchase costs for hand tool and cutlery manufacturers, which enables operators to charge more for
their products, benefiting industry revenue. The world price of steel is expected to decrease in 2020.

 

Total imports

Imported products regularly satisfy more than 80.0% of domestic demand for hand tools and cutlery. An increase in
the total value of goods and services imported into Canada will likely indicate growing pressure on domestic industry
producers. Total imports into Canada are expected to decrease in 2020.

 

World price of aluminum

Aluminum is a key input into many industry products, such as pots, pans and metal utensils. Since these items are
made primarily from aluminum, an increase in the price of aluminum will enable manufacturers to raise the prices of
their products, thus spurring industry revenue. The cost of aluminum is expected to decrease in 2020.
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Current
Performance

The Hand Tool and Cutlery Manufacturing industry in Canada produces a
wide variety of metal hand tools, cutting implements and kitchenware.

The Canadian market has accepted most industry product lines, which developed and clearly segmented. This
industry encourages some product development, although these efforts are generally focused on improving existing
product lines, as opposed to introducing new products for new markets. Accordingly, growth opportunities for the
industry are relatively limited to consumer spending levels and construction activity in Canada. All of these factors
typically signal an industry in maturity.

Nonetheless, contracting revenue in nearly every year since 2005 alongside wildly oscillating profit points to the
industry's impending decline. This trend is projected to continue over the five years to 2020 despite the depreciation
of the Canadian dollar, which has fallen at an annualized rate of 1.1% over the five years to 2020. Although a
depreciating loonie usually bodes well for an industry's export performance, industry exports have decreased at an
annualized rate of 1.8% during the period. Overall, industry revenue is expected to decrease an annualized 2.2% to
$535.4 million over the five years to 2020, including a projected decline of 16.5% in 2020 alone due to the
COVID-19 (coronavirus) pandemic causing not only supply chain disruptions, but also a disruption of this highly
globalized industry's general manufacturing activities amid the economic decline the pandemic has wrought over the
current year with respect to the Canadian economy overall.

INTERNATIONAL TRADE DEFINES THE INDUSTRY

The majority of products made by the industry are homogenous.

For example, dozens of industry participants make metal gardening tools such as shovels, although a shovel made
by one manufacturer is usually not much different from one made by another company. Therefore, domestic hand
tool manufacturers are vulnerable to customer price sensitivity, where consumers are likely to choose the lowest-
priced version of a product regardless of brand name. As a result, industry products are particularly susceptible to
competition from imported products. Hand tool and cutlery manufactures in some foreign countries, such as China
and Taiwan, both of which are major industry import sources, can take advantage of relatively lower labour costs to
price their goods more affordably for the Canadian market than domestic producers can. As a result, the domestic
market for industry products has been increasingly dominated by imports in recent years. Accordingly, imported
products are expected to satisfy 85.6% of domestic demand for hand tools and cutlery in 2020, with the value of
imports notably higher than that of exports.

However, not all industry products are homogeneous. Some of the industry's more specialized products, such as
precision measuring tools, industrial machinery components and professional-grade kitchen knives, require a wide
range of specialty input materials, skilled craftsmanship and a high degree of quality control. Accordingly, substitutes
for these goods are not easily manufactured in countries with low labour costs. Nonetheless, high-end Canadian
hand tools and cutlery are still subject to pressure from imports due to the prevalence of well-established industry
manufacturers in developed countries such as the United States and Germany. Although these items generally



Hand Tool & Cutlery Manufacturing in Canada November 2020

12 IBISWorld.com

cannot compete on the basis of price, many Canadians have been willing to splurge on their quality and brand name
recognition, particularly as Canadian consumer spending on household and gardening products has risen during the
majority of the current period. Although the Canadian dollar has depreciated in recent years and helped to stymie
import competition, causing the total value of imports to fall an annualized 5.6% to $614.7 million over the five years
to 2020, import penetration remains a significant threat to domestic operators due to the sheer amount of domestic
demand that is fulfilled by foreign imports.

Although the industry operates at a significant trade deficit, exports have remained a significant source of revenue
and a key driver of industry growth during some years of the five-year period. Nevertheless, exports have decreased
an annualized 1.8% to $432.3 million over the five years to 2020, largely due to a forecast decline of 15.4% over the
current year as a result of the coronavirus pandemic's effect on not only the industry's international trade flows, but
also global trade flows more generally.

INPUT PRICES SHAPE PROFIT

By definition, all industry products are fashioned from metals such as
wrought iron, steel and steel alloys or aluminum.

Although other materials may be used in creating the finished product, metal represents the primary purchase for
the industry's operators. Consequently, fluctuations in metal prices can have a significant effect on the performance
of individual companies and the industry as a whole. For producers of the industry's low-end, price-competitive
products, an increase in material costs can threaten company viability, as these producers are less able to pass
these cost hikes on to price-sensitive downstream consumers. Instead, these cost increases will cut into a
company's profit margin, and the effect may be significant, given that purchases account for a sizable amount of
total revenue for an average industry company.

Since 2015, the average price of most metal inputs has been particularly volatile. In turn, this input volatility
constrained industry profitability earlier during the five-year period when high purchase costs in combination with
intense competition from low-cost imports caused most operators to sustain a low operating margin. Although price
stabilization for most inputs occurred following the recovery of global commodity prices toward the middle of the five-
year period, the coronavirus pandemic has once again caused uncertainty regarding the movement of input prices;
in the case of this industry, operators are most concerned with the world prices of steel and aluminum. Overall,
industry profit, which is measured as earnings before interest and taxes, is expected to fall from 16.4% of revenue in
2015 to a loss of 0.3% of revenue in 2020.

Further, more challenging economic conditions, coupled with intense competition and relatively weak demand from
the domestic market, has forced many Canadian businesses to shut down their underperforming facilities, merge
with larger operators or exit the industry altogether. Consequently, the number of industry enterprises is expected to
fall at an annualized rate of 5.7% to 233 companies over the five years to 2020, though many of the industry's
operators have simultaneously attempted to remain profitable by using labour to create more customizable products.
This has caused industry wages to increase in absolute terms and as a share of industry revenue despite dropping
enterprise counts. Accordingly, wages are anticipated to rise an annualized 0.1% to $155.4 million over the five
years to 2020, though a more robust increase in employment during the period has nevertheless resulted in lower
average salaries for industry employees.
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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)

Canadian-
dollar

effective
exchange rate

index
(Index)

2011 732 289 442 411 3,968 510 1,910 189 2,131 131
2012 730 271 413 381 4,026 551 1,952 192 2,131 131
2013 477 192 373 347 3,010 364 1,098 156 1,211 127
2014 550 180 348 326 2,770 427 1,003 155 1,126 119
2015 597 264 333 312 2,496 475 820 155 942 110
2016 593 212 307 287 2,692 473 774 153 894 108
2017 648 243 296 276 3,169 515 891 156 1,024 110
2018 683 275 287 267 3,601 544 919 188 1,058 109
2019 641 266 277 258 3,440 511 846 179 975 109
2020 535 163 250 233 3,024 432 615 155 718 104
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Industry Outlook
Outlook The Hand Tool and Cutlery Manufacturing industry in Canada is expected

to recover over the five years to 2025 as the Canadian economy recovers
from the COVID-19 (coronavirus) pandemic.

Although weakening demand from crucial industrial markets is expected to hinder more robust revenue expansion,
one of the foremost indicators of macroeconomic health is consumer spending, which is expected to increase at an
annualized rate of 3.2% over the five years to 2025. Moreover, because the price of key inputs dictates industry
performance, the price of these commodities consequently influences revenue growth. Steel and aluminum serve as
the primary inputs for industry operators. The world price of aluminum is expected to rise an annualized 1.7% over
the five years to 2025, with the world price of steel also expected to increase an annualized 6.1% during the same
period. Overall, these increased input prices are expected by IBISWorld to increase final product prices, therefore
increasing industry revenue in turn as companies are able to pass along input costs in the form of higher final
product prices in a manner that ultimately dictates industry expansion.

Furthermore, over the coming years exports, which have historically driven industry performance, are expected to
increase at an annualized rate of 5.6% to $566.7 million, further providing opportunities for expansion. Foreign
imports, however, are projected to increase more strongly during the five-year outlook period compared with exports,
and are thus projected to temper some of this potential for revenue growth. Imports are forecast to rise an
annualized 9.0% to $946.7 million over the five years to 2025. Overall, IBISWorld expects industry revenue for the
domestic Hand Tool and Cutlery Manufacturing industry to increase an annualized 5.8% to $711.1 million over the
five years to 2025 as a result of these various trends, though this positive outlook is due primarily to strong projected
revenue growth of 10.7% in 2021 and is ultimately not projected to be enough to offset the industry's declining status
in the long run. For more information, please refer to the Industry Life Cycle section of this report.

REBOUNDING DEMAND CONDITIONS

Most of the industry's manufactured products are used in a variety of
residential and nonresidential construction projects.

Over the next five years, domestic construction activity is expected to grow, as the value of both residential and
nonresidential construction in Canada is projected to recover strongly following the coronavirus pandemic. This
growth, at an annualized rate of 4.6% and 4.6%, respectively, during the outlook period is expected to improve the
industry's demand conditions, supported further by an anticipated increase in per capita disposable income. As a
result, demand for industry products, such as saw blades, hand and edge tools from commercial markets, is likely to
rise over the five years to 2025, as is consumer demand for kitchenware and other household products, with the
latter likely to occur in line with increased consumer spending during the outlook period. Further, expenditure on
residential renovation projects is projected to rise an annualized 2.1% over the five years to 2025, which may boost
demand for long handle tools, gardening accessories and other products made by this industry. At the same time,
however, much of this demand from consumer markets is expected to be satisfied by imported goods instead of
domestic products, tempering revenue growth amid rising import competition. Despite this, industry profitability,
much like industry revenue, is projected to recover during the outlook period.

Encouraged by a rising profit margin, the industry's long running trend of consolidation is expected to halt slightly
during the outlook period as potential new entrants take advantage of the Canadian economy's anticipated growth in
2021 to enter the industry, though this will likely remain a short-term trend. Nevertheless, IBISWorld expects the
number of industry enterprises to rise an annualized 1.3% to 248 operators over the five years to 2025. Accordingly,
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industry employment is expected to increase along with this influx of new operators, rising an annualized 4.5% to
3,767 workers during the same five-year period.

INTERNATIONAL TRADE

The industry is expected to remain highly globalized over the next five
years.

The industry's major players, the majority of which are US-owned, will likely continue to outperform the industry as a
whole by sustaining strong relationships with key retail channels and acquiring smaller competitors. As these larger
players continue to expand their operations, their respective market share is likely to increase, which will further
contribute to the long-running trend of consolidation that is once again expected to characterize the industry over the
coming years despite its more robust short-term growth prospects during some years of the upcoming outlook
period.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian-
dollar

effective
exchange rate
index  (Index)

2020 535 163 250 233 3,024 432 615 155 718 104
2021 593 212 267 246 3,263 477 699 169 815 105
2022 642 226 270 248 3,454 516 787 179 913 106
2023 668 234 269 247 3,572 535 842 186 975 107
2024 691 242 270 247 3,680 552 895 191 1,033 108
2025 711 248 272 248 3,767 567 947 196 1,091 109
2026 731 253 274 249 3,841 581 1,000 200 1,150 110

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

LIFE CYCLE REASONS

IVA is forecast to grow consistently slower than the overall economy

Industry product offerings are well-established and static

Industry participation is steadily declining
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The Hand Tool and Cutlery Manufacturing industry in Canada is currently in the decline stage of its economic life
cycle. Industry value added (IVA), which measures an industry's contribution to the overall national economy, is
expected by IBISWorld to decrease an annualized 0.6% over the 10 years to 2025. In contrast, Canadian GDP is
expected to grow at an annualized rate of 1.6% during the same 10-year period. IVA growth that is lower than GDP
growth is typically indicative of a declining industry; moreover, there are a variety of other factors at play that, when
taken together, further designate this industry's status as declining.

Although many of the industry's operators have attempted to revitalize demand for industry products by focusing on
introducing new variations of already-existing product lines, product lines have nevertheless remained fairly static. In
addition, an increasing number of these products are being manufactured in facilities abroad, further moving the
industry into a state of decline. In fact, imported goods still continue to satisfy the overwhelming majority of domestic
demand for hand tools and cutlery. Overall, this ultimately shrinking domestic market has already encouraged
several operators to leave the industry, and this trend is expected to continue over the five years to 2025. More
specifically, the total number of industry enterprises is anticipated to fall an annualized 2.4% over the 10 years to
2025. Over the next five years, the recovery of the Canadian and global economies following the COVID-19
(coronavirus) pandemic of 2020, while expected to once again increase industry profit in the long run, may
discourage potential entrants from entering the industry during a time of increased uncertainty. While some niche
opportunities will likely remain for specialized, design-forward or value-added industry products, IBISWorld
anticipates the industry as a whole to continue declining.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Electricians in Canada

Nursery & Garden Stores in Canada

Tool & Hardware Wholesaling in Canada

Home Improvement Stores in Canada

Hardware Stores in Canada

Warehouse Clubs & Supercentres in Canada

Restaurant & Hotel Equipment Wholesaling in Canada

Department Stores in Canada

2nd Tier

Consumers in Canada

Hotels & Motels in Canada

Full-Service Restaurants in Canada

Key Selling Industries
1st Tier

Plastic & Resin Manufacturing in Canada

Aluminum Manufacturing in Canada

Plastic Film, Sheet & Bag Manufacturing in Canada

Metal Stamping & Forging in Canada

Steel Rolling & Drawing in Canada

Products & Services

  HAND AND EDGE TOOLS

In the Hand Tool and Cutlery Manufacturing industry in Canada, hand and
edge tool sales are estimated to account for a combined 69.3% of revenue
in 2020.

This segment is broadly segmented into interchangeable hand tools and other hand and edge tools that are not
interchangeable. Interchangeable tools include all tools that can use several tips, bits or components to fit the need
of multiple projects. A good example of this is a screwdriver, which is typically Phillips or flat tipped. An
interchangeable screwdriver may have a reversible tip or a box of tips for different sizes and shapes that can fit onto
the tool. The convenience of these tools instigates demand, accounting for 58.0% of revenue in 2020. Tools that are
not interchangeable account for 11.3% of revenue in 2020.

This segment includes a wide variety of tools for home, garden, farm and specialty uses. Home, garden and farm
tools in this segment include axes, nonelectric drills and drill bits, hammers, screwdrivers, hoes, wrenches, pliers,
rakes, shears, sickles, spades, trowels, clippers for animal use and hand-powered lawn mowers. Other tools in this
product segment are designed specifically for specialty tasks and are often used by professionals, such as
plumbers, mechanics or building constructors. These tools include (but are not limited to) blowtorches, chisels,
cutting dies, files, jacks, levels, crowbars, soldering irons, vises and precision-measuring tools, among others. Since
producing hand and edge tools requires a relatively low degree of technological expertise or research expenditure,
many of the world's developing economies have entered the industry through the production of these low-cost tools,
which has made this segment particularly vulnerable to recent pricing pressure from imports. Accordingly, this
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segment's share of industry revenue has decreased over the past five years as a comprehensive whole, although
the other hand and edge tools segment experienced an increase in its share of industry revenue, while
interchangeable hand tools experienced a decrease in its share of industry revenue.

HANDSAWS, SAW BLADES AND TIPS

Saw blades and handsaws included in this product segment may be
designed to cut through any type of material, including stone and wood.

Chainsaw blade manufacturing is also included in this industry segment. Revenue trends from saw blades and
handsaws sales largely mirror those of the hand and edge tools segment, as saws are used primarily for home
improvement and construction purposes in addition to hand and edge tools. Over the past five years, this segment
has increased as a share of industry revenue, representing an expected 19.8% of revenue in 2020.

KITCHENWARE

This product segment includes any metal implements designed for
preparing or serving food, including cutlery.

Combined, these products comprise 6.5% of industry revenue in 2020, and have ultimately declined as a share of
industry revenue over the past five years. Product lines in this segment include potato mashers, nonelectric
teakettles and coffee pots, nonstick metal cooking utensils, colanders, garlic presses, ice cream scoops and non-
cast-iron pots and pans. Disposable income and consumer spending largely dictate demand for these goods, both
directly through purchases by consumers and indirectly through purchases by food service operators, which respond
to demand from consumers. Moreover, product functionality and quality are particularly important in the food service
sector, therefore trusted brand name goods are better able to fend off competition from low-cost imports. As a result,
the COVID-19 (coronavirus) pandemic and its negative effects on the Canadian economy in terms of decreased
disposable income and consumer spending levels over the current year, in addition to decreased revenue prospects
for the food service sector in the short term, have caused this segment's expected share of revenue to decline in
2020.

This segment includes small cutting implements designed to be held in one hand. In addition to cutlery for preparing,
serving and eating food, such as forks, spoons, knives and carving implements, this segment includes knives that
are intended for nonfood use, e.g. hunting, fishing and pocketknives. Personal care cutting tools (e.g. safety razors
and hair and nail clippers) are also included in this segment, as are general purpose scissors and industrial razors.
Since the majority of these products are purchased by consumers, this segment's performance is therefore more
directly affected by fluctuations in personal disposable income and consumer spending in comparison with some of
the industry's other product segments.

OTHER

Other sources of revenue are varied and ultimately depend on the
manufacturer.

Currently, the remainder of the industry's total revenue is derived from services and a few miscellaneous products.
The primary services of this industry include repair, maintenance and blade sharpening services, primarily for
industrial and commercial end markets. Miscellaneous tools that are not included in the above segments include
(but are not limited to) caulking guns, clamps, hand-held axes, measuring equipment and precision tools. Ultimately,
the list of products included in this industry is vast, making product segmentation difficult for goods that do not
generate a large portion of industry revenue. In 2020, other tools are anticipated to account for the remaining 4.4%
of revenue.

Demand
Determinants

Consumer spending directly affects demand for the products created by
the Hand Tool and Cutlery Manufacturing industry in Canada.

Generally, if consumers are spending less overall, they will purchase fewer industry products. Accordingly,
investment into home repair and home renovation is a key indicator of industry output and performance. Moreover,
sales of Canadian hand tools and cutlery in export markets account for over three-quarters of total industry revenue;
therefore, any downstream changes that occur in demand environments regarding any of the industry's major export
markets will also have a significant effect on demand for industry products. In particular, demand for industry
products from the United States, which regularly represents over 70.0% of domestic exports, is dependent on the
disposable income and consumer sentiment levels of US consumers.

In both the domestic and export markets, Canadian hand tools and cutlery compete with both high-end and low-end
imports. Less expensive industry products made in Taiwan and China appeal to customers with limited budgets,
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while many of the knives and razors produced in Japan and Western Europe tend to carry prestigious luxury brand
names. The relative availability or affordability of these attractive substitutes can thus influence demand for industry
goods. Due to the significance of imports and exports to industry demand, the value of the Canadian dollar affects
domestic and foreign demand for Canadian-made hand tools and cutlery on the basis of whether it appreciates or
depreciates. As the Canadian dollar appreciates, foreign-made products become relatively less expensive in
Canada and export markets, while Canadian-made products become more expensive, resulting in Canadian-made
products being less appealing in all global markets.

Due to the stiff internal and external competition that industry producers must contend with, the price of industry
products also drives downstream demand. For instance, when inputs to industry products such as steel or aluminum
go up in price, companies may be forced to raise final product prices to cover their increased input costs. If
competing industries, such as those that manufacture substitute goods out of plastic composites, fibreglass or wood,
are not subject to such cost increases, then their products may satisfy downstream consumer demand, which shifts
demand away from the Hand Tool and Cutlery Manufacturing industry in Canada.

Major Markets

  EXPORTS

Combined, exports comprise an estimated 80.7% of revenue in the Hand
Tool and Cutlery Manufacturing industry in Canada in 2020.

Exports of Canadian-made hand tools and cutlery to the United States have increased over the five years to 2020,
driven by strong consumer spending and demand from the construction market for the majority of the current period.
Exports to the United States are expected to account for 74.5% of total industry shipments in 2020, which reflects
60.1% of the industry's total revenue. Exports to US markets have acted as a key driver of overall industry
performance over recent years.

Exports to other countries account for 20.6% of industry revenue in 2020, with this segment projected to decrease
as a share of industry revenue due to more robust growth in the industry's exports to the United States.
Nevertheless, total industry revenue from exports has increased over the past five years, though industry exports
across the board are projected to fall 5.1% over 2020 as a result of the COVID-19 (coronavirus) pandemic. Although
most of the industry's export growth comes from the United States, the industry's largest export market, developing
markets such as Mexico and China have also increased their purchasing power and thus increased their demand for
the industry's goods. Mexico represents a particular growth market for the industry, as more downstream consumers
in that country are entering the middle class and demanding foreign-made brand-name household goods for the
prestige they carry. For more information on exports, please refer to the International Trade section of this report.

DOMESTIC DEMAND

Professional and commercial purchases account for the majority of
domestic demand for the industry's products.

These buyers may purchase directly from construction tool wholesalers or buy goods through special arrangements
with retailers. Since industry producers manufacture a wide range of products, a diverse array of professionals tends
to purchase industry products, including barbers, mechanics, plumbers, chefs, farmers and building contractors. The
diversity of these customers shields this segment's revenue share from fluctuation, which may prove advantageous
in the current year in light of the coronavirus pandemic. Similarly, professional customers are generally less price
sensitive compared with consumers. Most of these purchases are made through distributors, which account for an
estimated 15.8% of the market in 2020, representing only a marginal decrease in this segment compared with the
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beginning of the period due to more marked growth the industry's exports market segment.

The domestic retail market is expected to account for the remaining 3.5% of industry revenue in 2020. Consumers
may buy industry products from retailers or directly from manufacturers. Retail sales of domestically manufactured
hand tool and cutlery products have decreased over the five years to 2020, largely due to consumers preferring to
purchase prestige brand name goods imported from the United States and Germany, or even the less-expensive
imported industry products that are produced in low-labour countries. Consequently, this segment's share of total
industry revenue has declined slightly over the past five years.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Decreasing

Imports

Imported goods in the Hand Tool and Cutlery Manufacturing industry in Canada regularly satisfy more than 85.0% of
Canadian demand for hand tools, cutlery and other industry-manufactured products. Over the five years to 2020, the
total value of industry imports is expected to decrease amid widespread industry decline, further compounded by the
ongoing COVID-19 (coronavirus) pandemic disrupting global supply chains and negatively affecting the international
trade environment for the industry's products by way manufacturing shutdowns. Moreover, while the industry's
foreign imports have historically satisfied a high percentage of domestic demand, imports' share of domestic
demand is also projected to decrease over the current year, yet another result of the pandemic. Accordingly, imports
have decreased an annualized 2.0% to $172.9 million for the domestic Hand Tool and Cutlery Manufacturing
industry over the five years to 2020. Nearly half all imported hand tools and cutlery products imported into Canada
by revenue come from China, accounting for 41.5% of imports, and Taiwan, accounting for 4.6% of imports, where
production labour is less expensive. Manufacturers in those countries typically take advantage of labour cost
savings to offer their products to consumers at lower prices, though these cost savings are also projected to be
pressured over the current year as both countries contend with the pandemic within their own respective borders.

Cost savings are not the only reason Canadian consumers demand imported products. A further 29.1% of imports
come to Canada from the United States, and Germany, accounting for 4.7% of imports. Although the United States'
share of industry imports is particularly high due to its geographic proximity, both the United States and Germany
are known for their high-quality brand-name products, which carry higher price tags than many comparable goods
produced in other locations. Germany is particularly known worldwide for its quality craftsmanship, especially when it
comes to knives. Well-known high-quality German knife brands include Wusthof, Messermeister and Henckels. As
consumer spending in Canada has risen in recent years, demand for these higher priced industry products has also
increased, though this trend is expected to reverse over 2020 itself. Over the five years to 2025, however, industry
imports are expected to recover as the global economy recovers from the worst of the pandemic, rising at an
annualized rate of 5.7% to an anticipated $980.1 million.

Exports

The Canadian Hand Tools and Cutlery Manufacturing industry operates at a significant trade deficit, with the total
value of industry exports generally totalling less than the value of industry products imported. Still, exports represent
a crucial aspect of industry operations, with most businesses in the industry relying on foreign markets to sell their
goods. Accordingly, exports account for an estimated 80.7% of revenue in 2020. This portion has increased in
recent years. Furthermore, exports are projected to fare better than imports during the reporting period, as they are
forecast by IBISWorld to have increased at an annualized rate of 1.9% to $521.9 million over the five years to 2020.
Currently, the United States represents the industry's largest market for exports. As the US economy has exhibited
steady growth for the majority of the current period, demand for Canadian-manufactured hand tools and cutlery on
the part of US consumers and professional customers has rebounded. Therefore, the United States' share of total
export volume is estimated to account for 74.5% of exports in 2020, though exports to the United States are also
projected to suffer over the current year as a result of the coronavirus pandemic. Other notable export markets
include Belgium, Mexico and Germany, which import industrial saw blades, tips and plate components manufactured
by Canadian companies.
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Business
Locations

  The Hand Tool and Cutlery Manufacturing industry in Canada is primarily concentrated in the provinces of Ontario and Quebec,
which account for 72.5% of industry establishment locations combined (52.4% and 20.1%, respectively). These two provinces are
home to all of Canada's aluminum manufacturing operations. Similar to most manufacturers of consumer goods products, industry
operators benefit from being located so close to their upstream suppliers, as this minimizes their supply chain costs. Furthermore,
Ontario and Quebec represent the two most populous provinces in Canada, which not only attracts operators with the opportunity
to stay plugged into consumer trends, but also attracts them due to the abundance of retail stores that are located throughout both
provinces, which ultimately mitigates the costs associated with distributing finished products to stores. Ontario and Quebec's
locations near major shipping routes between Canada and the United States is also convenient for industry operators, since
exports to the United States account for the single largest market for the industry's products.

Other provinces with a high concentration of industry establishments include British Columbia, which is home to 12.6% of
business locations, and Alberta, which is home to 10.4% of the industry's establishments. British Columbia and Alberta are both
situated near the United States and are Canada's third- and fourth-most populated provinces, respectively. Other provinces are
home to three or fewer industry establishments, each representing less than 2.0% of the total number of locations.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration in the Hand Tool and Cutlery Manufacturing industry in Canada is relatively low due to
the industry's highly fragmented nature, with the four largest industry companies expected to account for less than
one-quarter of the total market in 2020. Overall, the majority of businesses in this industry operate on a small scale.
According to the latest data available from Statistics Canada, 67.9% of all employing establishments have a staff of
less than 10 employees, while only 6.1% of establishments employ more than 100 people, demonstrating the extent
of industry fragmentation. In addition, some merger and acquisition activity among larger operators has helped drive
industry consolidation during the period. For example, major player Stanley Black & Decker Inc. completed its
acquisition of Newell Brands for nearly $2.0 billion in March 2017, which helped drive strong performance in the
subsequent years. Market share is expected to rise over the five years to 2025, as the total number of industry
enterprises is expected to decrease as unprofitable businesses, susceptible to import competition without the
benefits accrued to them via economies of scale, exit the industry. Despite this, the industry will likely remain
relatively fragmented due to the large number of small and independent knife, tool and cutlery producers in the
market.

Key Success
Factors

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

Having contracts which are favourable to purchaser:
Purchase costs are significant for industry manufacturers, and many industry products are susceptible to significant
price competition, therefore producers with consistent access to low-cost inputs will be better able to offer customers
low-priced product

Production of premium goods and services:
Industry operators that produce high-end hand tools and cutlery will be less vulnerable to price competition from
imports.

Establishment of brand names:
Industry producers with easily recognizable brand names have an advantage over their competitors and may be
able to mark up their products and achieve higher profit margins.

Establishment of export markets:
Exports account for a large segment of industry revenue, therefore companies with well established distribution
networks in foreign markets will be better able to capture market share.
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Cost Structure
Benchmarks

  Profit

The average industry profit margin, measured as earnings before
interest and taxes, is expected to account for a loss of 0.3% of total
industry revenue in 2020, although margins for individual operators may
vary greatly. This represents a marked decrease from 16.4% in 2015;
despite unprofitable operators exiting the industry, along with the
remaining industry companies consolidating their operations (which
would normally cause industry profit to rise), the COVID-19
(coronavirus) pandemic is expected by IBISWorld to constitute the
primary reason behind the industry's forecast profit decline in the
current year. The industry as a whole is highly globalized, with many
operators maintaining activities in other countries such as China, with
these operations consequently very likely to be pressured by the global
economic effects of the pandemic; moreover, the industry is also
projected to experience supply chain disruptions in addition to an
uncertain outlook as of the time of this writing with respect to various
commodity prices that serve as inputs for industry products, e.g. steel
and aluminum.

That said, however, large international conglomerates such as Stanley
Black & Decker Inc. benefit from preferential contracts with large
upstream suppliers and well-established distribution networks, which
keep their costs down and also enable them to boost their profit higher
than the industry average during times of economic growth and
stability. In the current year, these contracts and networks may serve to
preserve larger operators' respective profit compared with smaller
companies, which do not have the benefits accrued to these larger
operators due to their economies of scale. More broadly, it is critical to
note that profit may also vary based on the specific type of products a
company produces.
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  Wages

Industry wages account for 29.0% of industry revenue in 2020, up from
25.9% in 2015. Although many of the industry's largest operators have
begun using automation as an efficient, cost-effective alternative to
labour, which may ultimately cause a decrease in industry wages in the
long run, this switch to automation has not been significant enough to
affect the industry's wage costs at large over the five years to 2020.
Further, many operators have carved out a market niche for themselves
by embracing customization services, which itself requires additional
labour costs, as even large industry participants must periodically invest
their resources in research and development to maintain an edge over
their competition through the provision of the most high-tech products
possible. As a result, wages for this type of custom work have
increased wages' share of revenue over the past five years.

 

  Purchases

Purchase costs are estimated to account for 30.6% of industry revenue
in 2020, remaining stable as a share of revenue during the current
period. Since industry products are crafted from metal, metal prices
have a significant effect on the cost structures of most operators.
Although the world price of steel has increased over the five years to
2020, its price has fluctuated greatly during this time, and has
decreased for an anticipated three out of the five years that comprise
the reporting period. This variation may explain some of the variation
behind operators' purchase costs; however, operators' purchase costs
regarding the purchase of steel are likely to have increased as a
comprehensive whole. Nonetheless, during this same period the world
price of aluminum has fallen, which has likely served as the overall
catalyst for bringing purchase costs down for the industry's operators
and consequently keeping them stable compared with the beginning of
the period due to these countervailing effects.

 

  Marketing

According to IBISWorld projections, the average operator in this
industry spends an estimated 3.2% of their annual revenue on
marketing and advertising initiatives in 2020. The amount spent
annually on advertising may be higher for some large industry
companies that chiefly depend on highly visible brand names to
maintain their competitive edge.
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  Depreciation

Depreciation expenditure is not anticipated to comprise a significant
portion of the average industry operator's cost structure benchmarks. In
2020, depreciation expenditure is expected to account for an additional
1.8% of revenue.

 

  Rent

Rent costs are likely to be higher for a larger industry operator
compared with smaller operators. In 2020, rent costs are expected to
constitute 6.8% of industry revenue, representing an increase from
3.8% of revenue in 2015.

 

  Utilities

Utility expenditures are not anticipated to comprise a significant portion
of the average operator's cost structure as a proportion of revenue. In
2020, utilities are expected to account for 2.0% of industry revenue.

 

  Other Costs

Most operators spend some annual revenue on research and
development to produce new tool and cutlery products and designs to
keep customers interested. Research and development expenditures
can vary significantly across the industry and are largely based on a
company's ability to invest in development and the specific product
lines they offer. Other additional industry costs include repairs,
insurance, accounting and legal fees, and account for the remaining
27.0% of industry revenue in 2020.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Many operators in the Hand Tool and Cutlery Manufacturing industry in
Canada do not directly compete with each other.

This is primarily because most operators specialize in particular product lines for specific end use markets, including
industrial applications or commercial kitchens. However, industry operators that do produce similar goods primarily
compete with one another on the basis of price, brand recognition and quality of craftsmanship.

Many of the industry's product lines are relatively homogeneous; as a result, consumers will likely choose the most
affordable option for its quality. Accordingly, companies that can keep labour and purchase costs down to pass
these savings onto consumers in the form of lower final product prices will maintain a competitive advantage over
operators that are unable to do so. Even so, however, brand names can also play a meaningful role in shaping the
industry's competitive landscape, as even relatively homogeneous product lines, such as safety razors, can benefit
from the strength of a globally recognized and respected brand name. While less expensive, private label safety
razors are largely similar to the Procter & Gamble Company's (P&G) branded razors, and are available in many of
the same retail locations. P&G maintains the leading global market share for razors due to strong consumer
preference for the company's Mach3, Fusion and Gillette products. However, P&G is not an active player in this
industry because its Canadian manufacturing plants do not produce industry-relevant products. Still, the company is
a major source of import competition for the domestic Hand Tool and Cutlery Manufacturing industry.

Convenience also informs customer preferences, as both professional and personal consumers will likely prefer to
purchase industry items from convenient locations. For instance, a cutlery company that can consistently distribute
its kitchenware products to restaurant supply outlets popular with food service professionals will likely benefit from a
competitive edge. Similarly, a home consumer of hand tools will likely prefer to purchase a tool that is available to
them at a location where they already shop, such as a local hardware retailer or their favourite department store.

EXTERNAL COMPETITION

Import penetration is the primary source of external competition for
industry producers in Canada.

Currently, imported products consistently satisfy over 85.0% of domestic demand for hand tools and cutlery,
consequently making foreign goods the most powerful competitive force in the industry. Foreign producers that are
located in countries with low labour costs, such as China and Taiwan, are able to leverage these cost savings into
lower final product prices for the industry's consumers. Therefore, many comparable Canadian-manufactured
industry products appear to be relatively more expensive than their foreign-made counterparts. Domestically
produced hand tools and cutlery also compete with high-end imports such as those produced by world famous
German knife producers Wusthof and Henckels.

Substitute goods produced outside the industry also pose a competitive threat to some of the industry's operators.
For example, plastic, ceramic or other forms of disposable cutlery act as alternatives to metal silverware, as these
products are outside the scope of the industry's operations and are manufactured outside the scope of the industry's
operations as a consequence (IBISWorld report 32619CA, Other Plastic Product Manufacturing in Canada). Plastic
cutlery competes with metal cutlery primarily on the basis of its relative affordability and convenience. Alternatively,
more expensive non-industry alternatives can also directly compete with industry products. For instance, when the
industry's downstream consumers possess higher levels of per capita disposable income, they may opt to buy more
expensive, technologically advanced or complex alternatives to industry product offerings. Cutlery and flatware, for
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example, can also be made from precious materials and metals, and these more expensive and more prestigious
alternatives are produced outside the industry (IBISWorld report 33991CA). Similarly, tools that run on battery power
or electricity (IBISWorld report 33399CA) constitute more advanced alternatives to the industry's hand tools and may
appeal to consumers who are looking for tools with greater capabilities, though the anticipated decrease in per
capita disposable income in Canada over the current year as a result of the COVID-19 (coronavirus) pandemic is
likely to counteract this trend in the short-term.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing

  The Hand Tool and Cutlery Manufacturing industry in
Canada experiences few barriers to entry. IBISWorld
does not expect that these conditions will change
significantly, as there is little industry-specific government
regulation and start-up costs are similar to those
characterizing most other manufacturing industries. The
primary barrier to entry into this industry is the high level
of competition, both from major industry companies with
established economies of scale such as Stanley Black &
Decker Inc. and from foreign imports. Imports are
available at low prices in the Canadian market, and major
companies benefit from cost efficiencies as well as a high
degree of brand recognition, so new companies will
contend with considerable competitive pressure for
market share. Companies that can identify a niche market
or offer customization services will have the best chance
of surmounting these pressures. Despite low barriers to
entry, industry participation has steadily declined over the
five years to 2020 due to rising import competition during
some years of the reporting period in addition to
constrained domestic demand for industry products.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Hand Tool and Cutlery Manufacturing industry in Canada is highly globalized. Although all of the industry's largest
companies have manufacturing operations in Canada, most of them are headquartered in the United States. The largest
industry companies, such as major player Stanley Black & Decker Inc., have research, manufacturing and sales
operations in a wide variety of global markets and generate a significant portion of their revenue from markets located
outside of North America.

Furthermore, international trade has a significant effect on the industry's operations. IBISWorld estimates that 85.6% of
Canadian demand for cutlery and hand tools will be satisfied by imported products in 2020, while exports will likely
account for over three-fourths of the industry's total revenue. Despite the presence of favourable tariff treaties, global
economic conditions have decreased these trends in more recent years, and the COVID-19 (coronavirus) pandemic
across the globe is projected by IBISWorld to further exacerbate this situation over the current year. However, since
imports satisfy such a high portion of domestic demand for the industry's products despite this decline, in combination
with exports continuing to account for the majority of industry revenue, this indicates that the industry's globalized nature
is stable and is therefore not likely to change much over the five years to 2025 despite the presence of short-term
challenges. Exports and imports also represent important components of industry growth in foreign markets, e.g. that of
the United States. Consequently, this high degree of trade in both the United States as well as the Canadian market
indicates that the Hand Tool and Cutlery Manufacturing industry is highly globalized, operating in most major markets
across the globe.
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Major Companies

Major Players Stanley Black & Decker Inc.

Market Share: 9.1%

Brand Names Stanley, Black and Decker, DeWalt, Porter-
Cable, Bostitch

  Stanley Black & Decker Inc. (SBD), the result of a merger between The Stanley Works and The Black and Decker
Corporation, is a leading global manufacturer of handheld and power tools, security systems and industrial solutions.
Headquartered in Connecticut, the company employed nearly 60,000 people and generated $19.1 billion in sales in
2019 (latest data available). The company produces a wide variety of industry-relevant hand tools, such as
hammers, levels, knives, saws and chisels, in addition to power tool accessories, such as drill bits, saw blades and
abrasives, through its tools and storage business segment. This segment is further broken down into two
subsegments, which include power tools and equipment and hand tools, accessories and storage. The latter is
considered industry-relevant. Overall, the company's incredibly diverse market base includes customers in
professional, industrial, construction, do-it-yourself and commercial applications.

SBD relies on the strength of its Black and Decker, DeWalt and Stanley brand names to drive sales in the
increasingly competitive hand tools market in Canada. In recent years, the company has signed marketing contracts
with high-profile media targets including Major League Baseball, NASCAR, the English Premier League and Walt
Disney World, to increase its brand visibility. The company has historically expanded its presence through
acquisition activity, particularly within its security business segment. In addition, SBD has increasingly focused on
expanding its operations overseas, with sales in North America accounting for 59.0% of the company's net sales in
2019 (latest data available). SBD has managed to maintain a strong manufacturing base in North America over the
past five years, and operates in the domestic Canadian industry through its Mississauga, ON, plant.

Financial performance

In 2019, SBD generated $809.5 million in Canada sales (latest data available), though most of these sales are from
products made outside of Canada or outside the scope of the industry itself, such as power tools and fasteners. New
product introductions have been particularly effective in boosting sales in the company's industry-relevant tools and
storage segment. Although Canada represented a key growth market for the company during the first half of the
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five-year period, revenue has stagnated between 2017 and 2020, with the exception of 2019, due mainly to
stagnating or weakening domestic construction activity in both the domestic and nonresidential construction markets
in Canada. In 2020, the company's industry-relevant Canadian revenue is projected to be pressured further by the
ongoing COVID-19 (coronavirus) pandemic. Overall, however, IBISWorld anticipates that the company's industry-
relevant sales from its domestic manufacturing operations will rise at an annualized rate of 8.0% to $58.7 million
over the five years to 2020. Further, IBISWorld projects that the company's operating profit will also rise during the
same five-year period, though at a more muted annualized rate of 1.7% to an anticipated $7.1 million.

 
Stanley Black & Decker Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 40.0 N/C 6.6 N/C
2016 67.8 69.6 11.2 71.0
2017 67.2 -0.9 10.7 -4.5
2018 56.4 -16.1 8.0 -25.2
2019 62.2 10.3 9.5 18.4
2020 58.7 -5.6 7.1 -24.8

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

Other Companies The Hand Tool and Cutlery Manufacturing industry in Canada is characterized by numerous small operators that
manufacture custom tools and cutlery for niche markets. According to the latest data from Statistics Canada, 42.0%
of all employing establishments have a staff of less than five people. Moreover, just over half industry
establishments are considered sole proprietors or nonemployers (51.3%), which implicitly restricts a business's
operations to a small scale. IBISWorld expects the majority of these businesses to cater to niche and custom
markets, producing custom made cutlery for household and commercial use in addition to a litany of specialized
tools for construction and do-it-yourself projects. Accordingly, even the major players in this industry capture a
relatively small share of the market. With over 250 establishments across the country in 2020, there are many
businesses operating, but their inability to capture a substantial market share consequently lends evidence to their
small scale.

Griffon Corporation

  Market Share: 4.3%
  Founded in 1959, Griffon Corporation (Griffon) is one of the largest manufacturers of hand tools and lawn

accessories in North America. The company segments its operations into three broad business units. The first unit is
Consumer and Professional Products, which conducts its operations through AMES; this is the company's relevant
segment with respect to the domestic Hand Tool and Cutlery Manufacturing industry. The other two segments are
the company's Home and Building Products segment, which conducts its operations through Clopay after the
company's 2018 acquisition of the Clopay Building Products Company. The last segment is Griffon's Defense
Electronics segment, which conducts its operations through the Telephonics Corporation and develops
communication technology for defence and commercial markets.

The company's industry-relevant AMES Companies subsidiary manufactures home and lawn care tools under the
Garant brand for Canadian markets. The AMES Companies produce wheelbarrows, planters and lawn accessories,
long handled tools, snow tools, striking tools, pruning tools, hand tools, garden hoses and storage products, other
storage and organizational products and cleaning products. Of these, only long handled tools, snow tools, pruning
tools, striking tools and hand tools are industry-relevant. Garant Canada maintains a single production facility in St.
Francois, QC, which has 32,795 square metres of manufacturing and distribution space. Nevertheless, the vast
majority of the company's manufacturing and sales operations are based in the United States. In 2020, IBISWorld
expects Griffon to generate $27.8 million in industry-relevant Canadian revenue.

Gray Tools Canada Inc.

  Market Share: 3.7%
  The Brampton, ON-based Gray Tools Canada Inc. (Gray Tools) was founded in 1912. Today, the company

constitutes one of the largest professional tool manufacturing companies in the country, with a product portfolio of
over 4,000 industrial tools. Gray Tools currently employs between an estimated 50 and 200 employees in its
Brampton, ON, manufacturing facility, and manufactures custom made tools for essential domestic service providers
including (but not limited to) Bell Canada, Ontario Hydro, the Toronto Transit Commission and the General Electric
Company. The company's products are sold exclusively through specialty retailers that cater to industrial markets.
Accordingly, its primary markets include mining industries, maintenance industries, repair and overhaul industries
and electrical markets, both domestically and abroad. Internationally, the company primarily sells its products to
markets in Chile, India, Morocco, Jamaica, Kazakhstan, Kuwait, Pakistan, the Philippines, Saudi Arabia, Senegal,
Vietnam and Zambia, as well as the United States, though IBISWorld anticipates that the company's international
operations in particular will be pressured over 2020 as a result of the COVID-19 (coronavirus) pandemic. Gray Tools
produces toolboxes, tool organizers, tool storage equipment, hand sockets, impact sockets, wrenches, hex keys,
screwdrivers, nut drivers, bits, pliers, snips, cutters, punches, chisels, pry bars, hammers, eyebolts, clamps, vises,
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saws, pullers, extractors, mirrors, magnets, scrapers, picks, hooks and measuring tools, as well as their associated
parts, components and accessories. Although the company is private and therefore does not disclose its financial
information, IBISWorld expects Gray Tools to generate $23.8 million in industry-relevant revenue in 2020.

Outils A. Richard Co.

  Market Share: 3.3%
  Founded in 1890 in Berthierville, QC, Outils A. Richard Co. primarily specializes in wall finishing hand tools,

including paint brushes and rollers. Today, the company manufactures over 1,200 products that are sold in 14
countries. These products are categorized under preparation, application, and covering tools for carpet, concrete,
glass, screen, metal, wallpaper, brick, stone, ceramic, drywall, linoleum, plastic and wood materials. The company
employs a staff of over 150 individuals in its Berthierville, QC, facility. The company's tools are sold in most
downstream major retail outlets including Lowe's, Home Depot, Canadian Tire and Amazon. Additionally, Outils A.
Richard Co. specializes in custom tool production for niche products with special tips and bits to work with
unorthodox hardware. While the company is private and therefore does not disclose its financial information,
IBISWorld expects Outils A. Richard Co. to generate $21.0 million in industry-relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Hand Tool and Cutlery Manufacturing industry in
Canada exhibits a low degree of capital intensity. For every
$1.00 that industry producers spend on labour costs in
2020, IBISWorld expects them to invest $0.07 into capital
expenditures, down marginally from $0.08 in 2015. Capital
expenditures for the industry have decreased over the five
years to 2020 as wages have grown faster than companies
have invested in automation, though industry companies
have nevertheless continued to increasingly focus on the
latter.

Moreover, it is important to note that some companies may
be particularly labour or capital intensive when compared
with other companies operating in the industry, and may
therefore have capital requirements that deviate
significantly from the industry's usual average. For
instance, handcrafted knives will require less investment in
capital equipment than machined saw blades made by
larger operators, such as Stanley Black & Decker Inc. As
foreign imports continue to crowd out the lower-priced end
of the market for industry products, IBISWorld expects
capital intensity to continue decreasing over the five years
to 2025 as industry manufacturers increasingly shift their
product mix toward handcrafted and high value-added
products that are less vulnerable to price competition and
product substitution.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
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.

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.

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.

Currently, the Hand Tool and Cutlery Manufacturing industry in Canada is
relatively immune to technological disruptions caused by technological
advances in competing or adjacent industries.

The vast majority of industry operators have already successfully leveraged automation regarding their lines of production.
In addition, certain products, such as silverware, oftentimes require manual labour due to their intricate designs and
patterns. Over the five years to 2025, the industry may begin experiencing robust technological disruption should 3D
printing technology advance to the point where 3D printed hand tools and cutlery would serve as an equal substitute to the
products offered by this industry. However, operators in the industry do not experience this type of disruption at present.

The level of technology change is    Low

  Technology advancements in the Hand Tool and Cutlery Manufacturing
industry in Canada primarily emphasize production efficiencies, since hand
tools and cutlery are considered low tech goods relative to other fabricated
metal products, such as power tools.

Some industry operators invest significantly in research and development and although the majority of this funding is
generally focused on non-industry-relevant products, such as power tools, this research may still have some positive
spillover effects into the development of industry-relevant products. In general, however, hand tool and cutlery product
development serves mostly to improve product quality and production efficiency rather than developing entirely new product
lines, thus contributing to lower levels of technological change.
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Accordingly, most of the industry's technological development focuses on supply chain and production line efficiencies.
Major industry operators often have several global manufacturing and distribution facilities, and ensuring the efficient and
rapid transportation of inputs and finished goods between these facilities can translate to significant cost savings for
industry operators. Most industry operators have already invested in computerized shipment-tracking systems, such as
radio-frequency identification (RFID) tags, which both streamline distribution and ensure proper inventory management.
Software for inventory management systems is constantly evolving, and an industry operator with the technological
expertise and resources to purchase these programs can remain at the vanguard of these technological developments,
though this is not wholly unique to this industry.

Revenue
Volatility

The level of volatility is    Medium

  Revenue is moderately volatile regarding the Hand Tool and Cutlery
Manufacturing industry in Canada.

Over the five years to 2020, industry revenue increased by as much as 9.3% in 2017 and decreased by as much as an
anticipated decline of 6.2% in 2020 due to the ongoing COVID-19 (coronavirus) pandemic disrupting the industry's
manufacturing operations. Overall, revenue is expected to fluctuate an average of 7.0% year-over-year over the five years
to 2020.

The low cost and relatively nondiscretionary status of many of the industry's product offerings largely maintains demand for
them, hence protecting the industry from domestic macroeconomic fluctuations. Nevertheless, some of the industry's goods
are more discretionary in nature, such as specialty kitchen utensils, or more sensitive to changes in specific economic
sectors, such as construction tools. Additionally, since metals such as aluminum and steel serve as significant inputs into
industry production, purchase costs and, by extension, final product pricing can thus change significantly and without much
warning as well, as the prices of these commodities are particularly variable and tend to fluctuate as a consequence. For
example, the world prices of both steel and aluminum have oscillated wildly in recent years. Volatile purchase costs are
usually passed down to end use consumers in the form of higher or lower prices, which affects demand for industry
products. In addition, domestic construction activity, exchange rates and other broad economic factors, such as the
economic fallout caused by the ongoing pandemic within Canada as well as globally, can influence the industry's
performance.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Hand Tool and Cutlery Manufacturing industry in Canada is not subject to
any specific governmental regulations, although companies still need to
comply with normal business legislation.

Manufacturers are subject to environmental laws and regulations pertaining to noise levels, air emissions and the use,
handling and disposal of hazardous waste and other materials. Moreover, similar to all Canadian manufacturing industries,
hand tool and cutlery manufacturers are subject to provincial labour laws, which regulate the rights of Canadian employees
and employers concerning wage and leave policies, termination and layoff procedures and unionization, among other
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issues.

The Competition Bureau of Canada oversees the Fair Business Practices Branch, which ensures proper country of origin
labelling for all products retailed in Canada. The Competition Bureau also enforces standards that determine which
products can be labelled as made in Canada or a product of Canada depending on how much product material,
development and production originated or took place domestically. Made in Canada product labels can provide a
competitive advantage to small independent producers in this increasingly globalized industry.

Industry
Assistance

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

The Hand Tool and Cutlery Manufacturing industry in Canada receives no
direct assistance from either the federal or the provincial Canadian
governments.

In fact, several tariff-reducing trade agreements that the government has made with both developed countries, such as the
North American Free Trade Agreement (NAFTA) and its recently enacted successor agreement, the United States-Mexico-
Canada Agreement (USMCA), and developing countries, such as the General Preferential and Least Developed Countries
tariffs, have ultimately exposed the industry to a high degree of competition from imported products. The presence of free
trade between Canada and the United States, Canada's single largest trading partner, is not expected to change in the
coming years, although Canada removed 72 countries from its General Preferential Tariff (GPT) list in January 2015. These
countries, some of which include the BRIC economies of Brazil, Russia, India and China, were in an early stage of
economic development when the GPT was first enacted in 1974, but the Canadian government has since deemed them to
be sufficiently developed to earn Most Favoured Nation status, which will increase their import duties. This change in tariff
protection is expected to benefit industry operators somewhat and slow the growth of import competition, although imports
will continue to satisfy more than 75.0% of domestic demand over the five years to 2025 as they have over the five years to
2020.

Some industry associations exist to identify and protect the interests of industry operators and facilitate supply chain
networking opportunities. The Canadian Tooling and Machining Association is a nonprofit trade association that was
established in 1963 and that promotes the interests of Canadian hand tool manufacturers both within Canada and on the
global stage. In addition, the Hand Tools Institute, founded in 1935, represents hand tool manufacturers across Canada
and the United States.



Hand Tool & Cutlery Manufacturing in Canada November 2020

38 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian-
dollar

effective
exchange rate

index (Index)
2011 732 289 442 411 3,968 510 1,910 189 2,131 131
2012 730 271 413 381 4,026 551 1,952 192 2,131 131
2013 477 192 373 347 3,010 364 1,098 156 1,211 127
2014 550 180 348 326 2,770 427 1,003 155 1,126 119
2015 597 264 333 312 2,496 475 820 155 942 110
2016 593 212 307 287 2,692 473 774 153 894 108
2017 648 243 296 276 3,169 515 891 156 1,024 110
2018 683 275 287 267 3,601 544 919 188 1,058 109
2019 641 266 277 258 3,440 511 846 179 975 109
2020 535 163 250 233 3,024 432 615 155 718 104
2021 593 212 267 246 3,263 477 699 169 815 105
2022 642 226 270 248 3,454 516 787 179 913 106
2023 668 234 269 247 3,572 535 842 186 975 107
2024 691 242 270 247 3,680 552 895 191 1,033 108
2025 711 248 272 248 3,767 567 947 196 1,091 109

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian-
dollar

effective
exchange rate

index (%)
2011 -4.78 -2.07 -1.34 -1.44 -1.88 -12.6 0.36 -4.11 2.09 1.08
2012 -0.29 -6.47 -6.57 -7.30 1.46 8.12 2.23 1.64 -0.04 -0.20
2013 -34.6 -29.1 -9.69 -8.93 -25.2 -34.0 -43.8 -19.1 -43.2 -3.46
2014 15.3 -6.36 -6.71 -6.06 -7.98 17.3 -8.65 -0.52 -7.02 -5.82
2015 8.56 47.1 -4.32 -4.30 -9.90 11.1 -18.3 0.12 -16.3 -7.83
2016 -0.71 -19.9 -7.81 -8.02 7.85 -0.28 -5.56 -1.10 -5.14 -1.45
2017 9.31 14.5 -3.59 -3.84 17.7 8.83 15.1 1.89 14.6 1.48
2018 5.43 13.1 -3.05 -3.27 13.6 5.61 3.16 20.1 3.37 -0.63
2019 -6.17 -3.25 -3.49 -3.38 -4.48 -6.00 -7.99 -4.80 -7.83 -0.58
2020 -16.5 -38.6 -9.75 -9.69 -12.1 -15.5 -27.3 -13.0 -26.4 -4.10
2021 10.7 30.2 6.80 5.57 7.90 10.4 13.8 8.42 13.5 0.83
2022 8.37 6.49 1.12 0.81 5.85 8.02 12.5 6.35 12.1 1.10
2023 4.03 3.62 -0.38 -0.41 3.41 3.76 6.95 3.57 6.70 0.81
2024 3.39 3.15 0.37 0.00 3.02 3.15 6.29 3.07 6.03 0.81
2025 2.95 2.56 0.74 0.40 2.36 2.70 5.83 2.50 5.58 0.80

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 39.5 89.6 69.7 184 25.8 8.98 47,631
2012 37.1 91.6 75.6 181 26.3 9.75 47,715
2013 40.2 90.7 76.3 158 32.6 8.07 51,661
2014 32.7 89.1 77.7 198 28.1 7.96 55,848
2015 44.3 87.0 79.5 239 26.0 7.50 62,059
2016 35.7 86.6 79.8 220 25.8 8.77 56,909
2017 37.4 87.0 79.5 204 24.1 10.7 49,258
2018 40.2 86.8 79.6 190 27.4 12.5 52,069
2019 41.4 86.7 79.8 186 27.8 12.4 51,890
2020 30.5 85.6 80.7 177 29.0 12.1 51,389
2021 35.8 85.8 80.5 182 28.4 12.2 51,640
2022 35.2 86.1 80.3 186 27.9 12.8 51,882
2023 35.1 86.3 80.1 187 27.8 13.3 51,960
2024 35.0 86.6 79.9 188 27.7 13.6 51,984
2025 34.9 86.8 79.7 189 27.6 13.8 52,057

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Tooling and Machining Association
http://www.ctma.com

International Special Tooling and Machining Association
http://www.istma.org

Cookware Manufacturers Association
http://www.cookware.org

International Saw and Knife Association
http://www.iska.org

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

Industry Jargon CUTLERY
Any implement used for preparing, serving or eating food.

HAND TOOL
Any tool that is powered by manual labour (not electricity).

RADIO FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products from the time they leave the assembly line to the time they leave the store by
releasing continuous signals from a chip.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
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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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