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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 spread of COVID-19 (coronavirus) is expected to reduce investment in boilers and heat exchangers by both
consumers and businesses alongside an overall forecast decline in spending. For more detail, please see the
Demand Determinants chapter.

· The coronavirus pandemic is expected to lower trade volumes due to border closures and a forecast increase in
transportation costs for operators. For more detail, please see the Major Markets chapter.

· The coronavirus pandemic is also expected to reduce operator profitability as operators are forecast to endure
increased operational expenses alongside a decline in revenue. 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 This industry manufactures boilers and heat exchangers. In addition to their manufacturing activities, companies

also provide installation services for their products. These products include boilers, which are closed vessels where
fluid is heated; heat exchangers, which enables thermal energy to be transferred between fluids while keeping them
separate; and radiators, which are simpler forms of heat exchangers.

Major Players BWXT Canada

Main Activities The primary activities of this industry are:

Manufacturing heat exchangers and steam condensers

Manufacturing boilers

Manufacturing nuclear reactor steam supply systems

Manufacturing aftercoolers

Manufacturing economizers

Installing industry products

The major products and services in this industry are:

Heat exchangers and steam condensers

Power boilers

Nuclear reactor boilers

Other products
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Supply Chain

SIMILAR INDUSTRIES

Metal Tank Manufacturing in
Canada

Valve Manufacturing in Canada Heating & Air-Conditioning
Equipment Manufacturing in
Canada

Heating & Air-Conditioning
Contractors in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Herstellung von Heizkörpern und -
kesseln

Boiler & Heat Exchanger
Manufacturing in the US

Boiler and Tank Manufacturing in
Australia

Engine Manufacturing in China

Radiator & Boiler Manufacturing
in the UK
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Industry at a Glance
Key Statistics

$1.2bn
Revenue

Annual Growth

2016–2021

4.0%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

$97.3m
Profit

Annual Growth

2016–2021

-8.3%

  Annual Growth

2016–2021

 

7.8%
Profit Margin

Annual Growth

2016–2021

-6.8pp

  Annual Growth

2016–2021

 

81
Businesses

Annual Growth

2016–2021

-0.2%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

2,868
Employment

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$271.1m
Wages

Annual Growth

2016–2021

3.5%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.6%
Demand from electric power
generation, transmission and
distribution

20.6%
World price of steel

-1.1%
Value of nonresidential
construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Increasing   Technology Change

Medium

  Barriers to Entry
Medium / Steady   Competition

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Steady

 

Key Trends

 Industry consolidation is supported by the decline in
enterprises

 Industry activity declined due to volatility in trade and
downstream markets

 Industry profit has experienced robust growth

 The Canadian economy is expected to continue growing

 Operators are expected to experience intense competition
from foreign competitors

 Skyrocketing profitability over the past five years is expected
to slow down

 Continued declines in industry exports combined with rising
imports are expected to pose a potential threat to industry
operators
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Imports

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Performance Drivers

  Demand from electric power generation, transmission
and distribution
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Executive Summary Cooling down: Forecast growth in the world price of steel and industry
wages may force operators to increase product prices

Over the five years to 2021, the Boiler and Heat Exchanger Manufacturing industry in Canada has experienced
significant volatility. Industry operators design, manufacture and install power boilers and heat exchangers. Power
boilers are closed vessels in which liquid is heated to create steam or gas, for power generation and other
processes. Heat exchangers are used for the efficient transfer of heat from one medium to another using the
movement of fluids. Industry products are also used in various industrial processes such as refining, oil extraction
and building climate control. Industry revenue rebounded from recent losses enabling manufacturing, energy and
commercial development operators to resume capital investment, which is expected to spur revenue growth.

Volatility in industry revenue can be attributed to several factors including decreasing exports and an unfavourable
economic landscape toward the end of the period. Demand from some downstream markets, such as paper
manufacturing and energy, has declined over the past five years and limited the industry's customer base. Industry
exports are forecast to decline an annualized 7.5% over the five years to 2021, accounting for an expected 15.1% of
industry revenue in 2021. Fortunately for operators, the expected decline in exports is forecast to coincide with a
significant decline in imports, which should limit domestic competition to a degree. Still, industry profit is expected to
fall as operators continue to increasingly compete on the basis of price. Additionally, domestic construction markets
are expected to be a source of industry growth, as increased demand for construction activity typically increases the
usage of industry products. Also, industry revenue declined for three consecutive years leading up to the current
period, so the magnitude of expected revenue growth is somewhat inflated by the low value of revenue to begin the
period. Over the five years to 2021, industry revenue is forecast to grow an annualized 4.0% to $1.2 billion, including
expected growth of 3.9% in 2021 alone as improved economic conditions following the spread of COVID-19
(coronavirus) should increase downstream demand for industry products.

Over the five years to 2026, industry revenue is forecast to grow at a slower rate compared with the previous period.
IBISWorld expects exports to return to growth amid a more favourable macroeconomic landscape, which should
contribute to revenue growth. However, imports are also expected to grow over the next five years, which may
increase domestic price competition and constrain revenue growth. Forecast growth in the world price of steel and
industry wages will also have a negative effect on revenue growth and may force industry operators to increase
product prices, which could lead to customers choosing international competitors. Alternatively, growth opportunities
exist as consumers demand increasingly efficient sources of heat, such as those provided by boilers and heat
exchangers. This combination of factors is expected to fuel moderate revenue growth over the five years to 2026,
with minor fluctuations from year to year. Industry profit is expected to improve alongside an expected increase in
consumer confidence and corporate profit. Over the five years to 2026, revenue is forecast to grow an annualized
1.8% to $1.4 billion.
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Industry Performance

Key External
Drivers

Value of nonresidential construction

Industry products are used in several nonresidential facilities, including manufacturing plants, refineries, commercial
buildings, oil rigs and power stations. The value of nonresidential construction is expected to increase in 2021,
representing an opportunity for this industry.

 

Demand from electric power generation, transmission and distribution

Electric power generation and distribution facilities are the industry's largest market. The performance of this sector
is a strong indicator of demand for boilers and heat exchangers. Demand from electric power generation,
transmission and distribution is expected to rise in 2021.

 

Canadian effective exchange rate index

This industry relies heavily on trade, so the value of the dollar is significant to industry performance. When the
Canadian dollar appreciates, industry exports become more expensive for foreign buyers, while imports become
less expensive to domestic customers. The Canadian effective exchange rate index is expected to increase in 2021,
posing a potential threat to the industry.

 

World price of steel

Steel is the primary input in the manufacture of boilers and heat exchangers. While decreasing prices may reduce
industry revenue, they may also increase long-term demand for industry products. The world price of steel is
expected to increase in 2021.

 



Boiler & Heat Exchanger Manufacturing in Canada February 2021

11 IBISWorld.com

Current
Performance

Over the five years to 2021, the Boiler and Heat Exchanger Manufacturing
industry in Canada is expected to grow after beginning the period at an
unusually low level of revenue.

In 2016, revenue fell to $1.0 billion for the first time in more than 10 years, due to strong import competition amid a
strong contraction in the Canadian nonresidential construction market. Industry operators design, manufacture and
occasionally install power boilers and heat exchangers. Power boilers are closed vessels in which liquid is heated to
create steam or gas for power generation. Heat exchangers are used for the efficient transfer of heat from one
medium to another. Both pieces of equipment are used in a wide variety of commercial, residential and industrial
building processes in industries such as electric power generation, climate control, petroleum refining and oil
extraction. As with many manufacturing industries, growth is very closely tied to the performance of these
downstream markets that consume the majority of industry products.

Despite a volatile macroeconomic landscape during a majority of the period, overall growth in downstream demand
is expected to fuel revenue growth after the low in 2016. For example, the value of residential construction is
expected to grow an annualized 0.4% during the period, which should increase the potential market for boilers and
heat exchangers designed for that purpose. Additionally, demand for industry products from food manufacturing is
expected to grow alongside continued growth in the domestic population. Over the five years to 2021, IBISWorld
expects industry revenue to grow an annualized 4.0% to $1.2 billion, including forecast growth of 3.9% in 2021 alone
as demand begins to rebound following the global COVID-19 (coronavirus) pandemic in 2020.

TRADE TENSIONS

Recent global trade tension has carried over into this industry and has
contributed to an overall lower level of trade over the past five years.

Additionally, the spread of coronavirus is expected to limit international trade prospects, as many countries enforce
border closures and other quarantine measures amid an increase in transportation costs, which is likely to make
trade less attractive to operators. Fortunately for operators, this decline in trade has carried over to imports, which
are expected to satisfy just 35.9% of domestic demand in 2021, down from 55.6% in 2016. This is expected to
reduce domestic price competition to a degree and enable operators to realize higher prices for industry products.
Overall, IBISWorld expects industry imports to decline an annualized 8.8% to $591.8 million in 2021. Conversely,
exports are expected to decline an annualized 7.5% to $188.9 million during the same period.

Opportunities for industry growth exist as consumers shift demand toward energy efficiency heating solutions.
However, domestic operators must increasingly invest in the improvement of existing products, to meet energy
efficiency standards. Increased emphasis on domestic industries such as construction, manufacturing and oil
refining that often require customized products could help domestic operators grow revenue after the low
experienced in 2016. Fortunately, favourable trends in downstream construction and power generation industries
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has helped to fuel demand for industry products. The primary source of foreign competition has been with the United
States, which is also Canada's largest trading partner. Although the total value of imports from the United States is
expected to fall during the period, the US is expected to grow as a share of imports. This indicates that domestic
operators will need to be increasingly concerned with the threat of competition from the United States.

The combined effect of the forecast decline in both exports and imports has forced industry operators to depend
further on customized products with high profitability. International trade with China represents an area of significant
potential growth. This could help industry operators expand their foreign customer base as they reduce their reliance
on US markets, which is expected to account for 70.8% of imports and 78.6% of exports in 2021, respectively. With
the size of China's population, the losses in revenue from the domestic market could easily be covered by a slight
increase in the amount of industry products exported to China. Infrastructure growth in China has been rapid during
the period and operators must capitalize on this market moving forward as industry products will be required.
Overall, industry focus on domestic markets is expected to decrease as the percentage of domestic demand
accounted for by exports remains significant.

PROFITABILITY AND OTHER TRENDS

In this volatile environment, industry profit is expected to decline.

Forecast growth in industry wages is likely to contribute to the decline in profit as wages are expected to grow an
annualized 3.5% to $271.1 million over the five years to 2021. While automation is increasing in this industry, the
inherent specialization of industry products will still require experienced and skilled labour. Industry profit, measured
as earnings before interest and taxes, is expected to account for 7.8% of industry revenue in 2021, down from
14.6% in 2016. This decline in profit is expected to occur despite an increase in consolidation activity during the
period, which typically results in larger and more profitable operators. For example, industry leader BWXT Canada
Ltd. (BWXT Canada) increased its market share from 5.0% in 2016 to an expected 11.8% in 2021. Specifically,
BWXT Canada nearly doubled its domestic manufacturing presence in 2017 after BWXT Canada acquired the
outstanding stock of the GE Hitachi Nuclear Energy joint venture in December 2016. Industry consolidation is
supported by the decline in industry enterprises over the past five years. The number of industry enterprises is
expected to decline at an annualized rate of 0.2% to 81 companies over the five years to 2021. Meanwhile, the
number of establishments is forecast to grow at an annualized rate of 0.8% to 97 locations, indicating that a fewer
number of companies are operating more establishments.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 1,298 304 72.0 59.0 3,654 277 484 295 1,505 204
2013 1,537 403 71.0 59.0 3,886 284 550 358 1,804 195
2014 1,252 384 91.0 77.0 4,596 418 585 323 1,419 187
2015 1,086 437 95.0 82.0 4,186 249 726 225 1,563 131
2016 1,026 398 93.0 82.0 2,771 279 936 228 1,683 144
2017 1,132 378 92.0 83.0 2,554 257 619 245 1,494 187
2018 1,201 394 92.0 79.0 2,806 444 578 264 1,335 218
2019 1,278 463 93.0 77.0 2,912 242 649 276 1,685 177
2020 1,201 287 93.0 78.0 2,796 199 766 264 1,767 166
2021 1,248 393 97.0 81.0 2,868 189 592 271 1,651 180
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Boiler and Heat Exchanger

Manufacturing industry in Canada is forecast to grow alongside forecast
growth in exports and demand from downstream energy and construction
markets.

As consumers increasingly demand efficient sources of energy, opportunities for growth should be available to
industry operators. However, industry products will likely experience growth in competition from renewable energy
alternatives such as geothermal heating, solar heating and renewable natural gases as governments and
consumers continue to increase clean emission standards. Revenue growth may be further constrained by an
expected growth in the amount of foreign competition in the industry, as imports are expected to grow over the next
five years. Over the five years to 2026, industry revenue is forecast to grow an annualized 1.8% to $1.4 billion.

DOMESTIC DEMAND

The domestic economy is expected to improve following the global
COVID-19 (coronavirus) pandemic, as operators and consumers are
expected to regain confidence and resume investment in purchases such
as boilers and heat exchangers.

Also, economic growth will require more electrical power which should increase revenue for operators in the electric
power generation, transmission and distribution sector. Other downstream markets such as commercial
construction, chemical manufacturing and oil and gas extraction and refining are also projected to experience growth
after recent declines in commodity prices. Growth in these downstream markets should lead to increased investment
by operators in those markets, which will benefit industry participants by increasing demand for industry products. As
a result, operators are expected to increase investment and consolidation activity in an attempt to capture a larger
share of this growing market.

Boilers and heat exchangers represent one of the most efficient and clean forms of burning traditional fuel sources,
which is expected to drive demand over the next five years. In particular, increased regulation by domestic and
foreign legislators is anticipated over the next five years, which should incentivize consumers of industry products to
purchase new equipment. Companies seeking to improve the energy efficiency of their operations will likely turn to
industry operators in an effort to maintain current levels of energy production while conforming to new regulations.
This will not only fuel increased investment in new boilers and heat exchangers, but it will increase the need for
maintenance and replacement services by existing customers, which will also benefit industry revenue.

However, several headwinds remain for the industry. Recent low oil prices are anticipated to rebound over the next
five years. However, the relatively high production costs of Canada's tar sand oil fields compared with tar sand oil
fields in the United States is expected to limit growth potential for domestic oil companies, which may temper growth
from this downstream market. Increasingly, many oil companies have moved south of the border to process and
refine petroleum products, further reducing demand.

INTERNATIONAL TRADE

Over the next five years, industry operators are expected to experience
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strong competition from foreign competitors.

The value of the Canadian dollar relative to the US dollar is expected to strengthen, which could make Canadian
products less attractive to US consumers, but not significantly. Exports are expected to grow at an annualized rate
of 1.7% to $205.6 million over the next five years, while industry imports are expected to increase an annualized
2.0% to $654.5 million during the same period. Uncertainty regarding the future performance of US markets could
add additional volatility to this trade partnership and increase industry reliance on domestic product consumption.
Increased exports to countries such as China, South Korea and Thailand could represent opportunities for revenue
growth.

PROFITABILITY AND OTHER TRENDS

After the recent decline in industry profit following the coronavirus
pandemic, which lowered international demand amid an increase in
operational expenses, profit is expected to grow over the next five years.

Profitability is expected to grow as increased regulation drives increased investment in customized industry
products. Industry profit, defined as earnings before interest and taxes, is expected to grow to 11.3% of industry
revenue in 2026, from 7.8% in 2021. Forecast growth in profit and revenue is expected to attract innovative
newcomers. Over the five years to 2026, the number of industry enterprises is expected to grow at an annualized
rate of 1.2% to reach 86 companies. Accordingly, employment is expected to also grow at an annualized rate of
1.2% to 3,041 workers over the next five years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
 (Index)

2021 1,248 393 97.0 81.0 2,868 189 592 271 1,651 180
2022 1,315 396 100.0 83.0 2,945 199 626 280 1,742 204
2023 1,317 398 100.0 83.0 2,928 200 620 279 1,737 206
2024 1,333 461 101 84.0 2,961 202 632 282 1,763 211
2025 1,348 466 103 85.0 3,002 204 643 286 1,787 216
2026 1,366 470 104 86.0 3,041 206 655 289 1,815 223
2027 1,383 475 106 88.0 3,077 208 666 293 1,842 229
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The consolidation of industry operators is evident

Product offerings have not changed significantly

IVA growth is expected to be similar to Canadian GDP growth

The Boiler and Heat Exchanger Manufacturing industry in Canada is in the mature life cycle stage, characterized by
moderate growth rates, stagnant product offerings, fixed markets and industry consolidation. Over the 10 years to
2026, industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
increase at an annualized rate of 1.7%. This number is similar to the expected growth in Canadian GDP at an
annualized rate of 1.9% during the same period. This typically indicates a mature industry as the industry has
experienced neither exploding growth or noticeable declines. This growth in IVA can be partially attributed to the
global economic volatility and trade uncertainty experienced recently, which could continue for the foreseeable
future. Industry products are necessary for the fundamental operation of sectors such as electric power generation,
wood pulp mills and petroleum refining, all industries under unique external threats, contributing to the industry's
maturity.

Modest forecast growth in the number of industry operators is another indication that the industry is in the mature
stage of its cycle. Moderate to strong competition from imports, significant barriers to entry and recent consolidation
have all contributed to weak participation growth. Demand has remained strong enough to enable the remaining
companies to expand their operations and this expansion has fuelled consolidation activity. The result has been
larger industry operators with more facilities and increased profit.

This shift toward larger industry operators has coincided with an industry movement toward increased productivity
and process efficiency as opposed to radical product changes. More companies are moving toward computer-
assisted design technology to design products more efficiently and quickly. Moreover, precision manufacturing
equipment and factory automation are leading to a reduced need for manual labour and increased worker
productivity. Nonetheless, the industry has experienced the introduction of some new product designs including
smaller, more efficient heat exchangers. Overall, product offerings have not changed significantly, which is another
indicator of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Utilities In Canada

Manufacturing In Canada

Heavy Engineering Construction in Canada

Commercial Building Construction in Canada

Homebuilders in Canada

2nd Tier

Public Administration in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Valve Manufacturing in Canada

Metal Pipe & Tube Manufacturing in Canada

Paint Manufacturing in Canada

2nd Tier

Mining In Canada

Products & Services

  HEAT EXCHANGERS AND STEAM CONDENSERS

Heat exchangers and steam condensers are expected to account for
52.4% of revenue in 2021 for the Boiler and Heat Exchanger Manufacturing
industry in Canada, down from 54.0% in 2016.

Heat exchangers, which are devices used for efficient heat transfer from one medium to another, are used in a wide
variety of processes, ranging from space heating and power production to oil refining and chemical processing.
There are typically four types of exchangers, which include shell and tube heat exchangers, plate heat exchangers,
regenerative heat exchangers and an adiabatic wheel heat exchanger.

A shell and tube heat exchanger is composed of several tubes through which two separate liquids flow in opposite
directions creating heat transfer. One set of tubes contains a liquid that is supposed to be heated or cooled, while
another set of tubes contains the liquid that is supposed to trigger the heat exchange. A plate heat exchanger
consists of several thin plates joined together, with a small amount of space between each plate. Liquid can then
flow between the plates, which are either heated or cooled, thereby transferring heat between the plates. Due to the
large surface area of the plates, plate heat exchangers are usually more efficient than shell and tube exchangers. A
regenerative heat exchanger is composed of either a plate or shell and tube exchanger where the already heated up
fluid is used to warm the incoming fluid, thus creating a consistent temperature. Finally, an adiabatic wheel heat
exchanger consists of a wheel with threads that rotate through the fluid to extract or transfer heat.

A steam condenser is a piece of equipment that sustains vacuum conditions on the exhaust of an engine or turbine.
In effect, steam condensers are closed spaces into which steam exits a turbine or engine and releases its heat. It
primarily converts used steam into water for return to the steam generator.

POWER BOILERS

In 2021, an estimated 28.1% of industry revenue is expected to be derived
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from the sale of power boilers for industrial purposes, representing a
minor decrease from 28.2% in 2016.

Boilers are sealed vessels in which water and other fluids are heated to be used in other applications. A boiler
consists of four main components, including a burner, combustion chamber, heat exchanger and pluming apparatus.
Boilers are heated by a variety of means, with most burning wood, coal, oil or natural gas and converting the energy
within the fuel into high temperature steam. Fire tube boilers burn fuels to heat a boiler barrel that has a space for
steam storage. Water tube boilers have water tubes that are connected to large drums where steam is stored.
Another type of boiler is a potboiler, where fire heats a pot below. Potboilers are among the oldest type of boilers,
with characteristics dating back to the 18th century.

NUCLEAR REACTOR BOILERS

Nuclear reactor boilers, sometimes called steam generators, are heat
exchangers that generate steam by exposing water to the heat produced
in a nuclear reactor core.

Each reactor generally consists of steam generators, heat-exchange tubes, coolant and a nuclear reactor core. The
coolant is pumped through the nuclear reactor core at high levels of pressure to prevent boiling. The movement of
coolant through the core creates heat transfer which is then pumped through the primary tube of the steam
generator and finally returns to the core. This represents a very efficient form of heat exchange that requires limited
maintenance and down-time. Nuclear reactor boilers were first used for nuclear submarines, but have since been
approved for use in a variety of commercial power plants. An estimated 11.7% of industry revenue is derived from
the sale of nuclear reactor boilers in 2021, up from 9.6% in 2016.

OTHER PRODUCTS

Products such as aftercoolers, barometric condensers, boiler casings,
economizers and intercools shells are expected to account for the
remaining 7.8% of industry revenue in 2021, down from 8.2% in 2016.

These products are typically used in the same processes as heat exchangers and boilers and are complementary to
the other industry products.

Demand
Determinants

The Boiler and Heat Exchanger Manufacturing industry in Canada relies
on demand from a large variety of downstream markets.

Business activity in sectors such as petroleum refining, power generation, food and beverage processing,
commercial building construction and chemical manufacturing all drive demand for boilers and heat exchangers.
This diversity in downstream markets also stabilizes demand for industry goods, as industry revenue is not too
closely tied with the performance of a particular market. Large-scale macroeconomic shocks, such as the
widespread collapse in commodity prices experienced toward the start of the period, have the ability to reduce
overall industrial activity, which can lead to a significant decline in demand for industry products. Consequently, the
global COVID-19 (coronavirus) pandemic is expected to harm industry performance in 2020 as downstream
businesses are expected to reduce investment in boilers and other industry products. However, quarantine
measures related to the coronavirus pandemic are also expected to increase the usage of boilers and heat
exchangers among residential and power markets, which is likely to reduce the effect of lost demand from the
nonresidential construction market and exports.

Industry products are essential to most customers' manufacturing process, so demand for industry products is
usually insensitive to changes in product pricing. However, a player's ability to increase prices also depends on the
level of internal and external competition. If competition is strong, prices cannot be increased significantly.
Manufacturers are largely reliant on new construction activity rather than replacement or maintenance work due to
the long replacement cycle of many of the industry's products. For example, increased petroleum refining production
does not instantly lead to more demand for heat exchangers since the currently installed ones remain operational for
a long time. Alternatively, if the rise in production is significant enough to prompt the construction of new facilities,
then demand for heat exchangers will rise.

Over the five years to 2021, the amount of industry revenue derived from exports has been about 25.0% on
average, making global demand for industry products another important demand determinant. In particular, growth
within the United States economy is vital to industry performance since the United States accounts for the vast
majority of exports. However, emerging markets are taking up a larger share of exports due to rapid growth in the
industrial and energy generation sectors of these countries, which requires numerous industry products.
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Environmental concerns and regulations also play an important role in demand for industry goods. As efficiency
standards for boilers and heat exchangers climb, more operators in downstream markets will have to replace their
older equipment with new equipment. Moreover, more stringent nationwide emission standards further boost
demand for newer industry products that can do the same job for a fraction of the energy required for older boilers
and heat exchangers.

Major Markets

  EXPORTS

In 2021, exports are expected to account for 15.1% of revenue for the
Canadian Boiler and Heat Exchanger Manufacturing industry, down from
27.2% in 2016.

The United States consistently accounts for more than 70.0% of exports, so the performance of the US economy is
another important driver of industry performance. IBISWorld expects exports to decline as a share of revenue during
the period due to increase competition from low-cost producers abroad. Additionally, the spread of COVID-19
(coronavirus) is expected to reduce international demand in 2020 amid an increase in transportation costs, which is
ultimately expected to cause a significant decline in exports that year. For more information on industry exports,
please refer to the International Trade section of this report.

POWER GENERATION

Operators involved in power generation are expected to account for 37.0%
of industry revenue in 2021, up from 26.2% in 2016.

Utilities use boilers to generate steam that is then used to turn turbines. However, heat exchangers make up the
largest share of sales in this market. Exchangers can be used to recover energy from the steam that is generated by
diesel generators or cooling towers (nuclear power plants). Exchangers are also used to cool or heat air and water,
separate gases and transfer energy. Over the five years to 2021, this market's share of revenue has increased as
the electric power generation sector expanded amid continued growth in the domestic population.

RESIDENTIAL CONSTRUCTION

The residential construction segment is expected to account for 13.9% of
industry revenue in 2021, up from 9.7% in 2016.

Boilers are widely used in residential buildings to efficiently generate heat. Heat exchangers are sold to the
residential market and are typically used across the heating, ventilation and air-conditioning (HVAC) process, as well
as other forms of climate control in residential buildings. Residential construction is a significant portion of industry
revenue as heating, ventilation and air-conditioning consumption continue to outpace the consumption of electricity,
particularly in colder climates. Over the past five years, this segment's share of revenue has increased as
consumers continue to place more emphasis on efficient energy solutions.

NONRESIDENTIAL CONSTRUCTION

The nonresidential construction segment is expected to account for 14.6%
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of industry revenue in 20121, up from 10.2% in 2016.

Boilers are being implemented at an increasing rate as the nonresidential construction segment increasingly
demands efficient heating solutions. Heat exchangers are also sold to the nonresidential market to be used across
the heating, ventilation and air-conditioning (HVAC) process. Government regulation aimed at nonresidential
construction operators has increased the share of revenue generated by this segment over the past five years.

OTHER

Other industries, including paper manufacturing, energy companies and
food processing, represent additional markets where industry products
are used.

In 2021, this market segment is expected to account for 19.4% of industry revenue, down from 26.8% in 2016.
Paper and wood product industries use large boilers to generate the steam required for pulp production and the
heating of chemicals used in the paper making process. The food sector uses boilers and heat exchangers for
activities such as wet corn milling and refrigeration. The metalworking sector needs to generate enough heat to
shape malleable metals for different applications and large boilers are able to achieve these high temperatures
efficiently. Demand from these industries is contingent upon commodity prices such as livestock, seafood, wood
pulp, oil, steel and aluminum, among others. Accordingly, the volatility of these commodity prices has dictated
demand over the past five years.
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International Trade Exports in this industry are    Medium and Decreasing

Imports in this industry are    High and Decreasing

Imports

Over the five years to 2021, imports for the Boiler and Heat Exchanger Manufacturing industry in Canada are
expected to decline and have experienced significant volatility during the period. For example, imports are expected
to fall 33.8% and 22.7% in 2017 and 2021, respectively. This was primarily due to reduced imports from the United
States caused by reductions in the value of the Canadian dollar. The 2017, the implementation of the
Comprehensive Economic and Trade Agreement between the European Union and Canada combined with robust
industrial activity in the United States spurred growth in Canadian imports during the middle of the current period. In
2021, imports are expected to account for 35.9% of domestic demand. Over the five years to 2021, imports are
expected to decline at an annualized rate of 8.8% to $591.8 million.

The United States accounts for the majority of the industry's imports, comprising an estimated 70.8% in 2021. Some
of the largest global operators are based in the United States, enabling these companies to leverage their resources
to achieve economies of scale in a way that Canadian companies cannot. The United States, along with Canada,
are members of the United States-Mexico-Canada Agreement, a trade treaty that reduces trade barriers between
the countries and harmonizes regulatory standards. As a result, companies from the United States have a relatively
easy time entering the Canadian market. Sweden, Poland and Germany are the next largest sources of imported
goods, accounting for an estimated 4.3%, 3.5% and 3.4% of imports in 2021.

Exports

Over the five years to 2021, exports are forecast to fall at an annualized rate of 7.5% to $188.9 million, as tensions
in trade relations with the United States remain high. Similar to imports, exports of industry products have been
volatile over the past five years, as the relatively high cost of industry products makes international demand much
more susceptible to changes in currency rates. This volatility is evident when considering exports' share of revenue,
which is expected to decline from 27.2% in 2016 to 15.1% in 2021.

In 2021, the United States is expected to account for 78.6% of industry exports. The country's proximity to Canada
and the existence of a trade agreement between the countries makes it advantageous for industry operators to
export there. The size of the US economy makes it a market that domestic manufacturers cannot ignore. Singapore,
Morocco and Russia are the next three biggest export markets, accounting for 9.3%, 2.6% and 2.4% of industry
exports in 2021. All three of these countries are expected to grow dramatically as sources of industry exports over
the five years to 2021.
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Business
Locations

  The distribution of establishments in the Boiler and Heat Exchanger Manufacturing industry in Canada generally follows that of
primary markets and suppliers, as this reduces transportation costs and improves delivery time.

Ontario

Ontario is expected to account for 36.6% of industry establishments in 2021. The province is home to a large proportion of
Canada's manufacturing facilities, providing a large downstream market for industry operators. This includes a large number of
power generation, chemical manufacturing and metal manufacturing facilities that operate in similar markets to the industry.
Toronto, Canada's largest city by population, provides a large commercial and residential market for industry operators. The
concentration of the population, combined with manufacturing plants, provides the industry with a steady supply of steel and other
raw materials. Ontario has the largest level of trade traffic with the United States, which is the primary destination for industry
exports.

Quebec and Alberta

Quebec and Alberta are expected to account for 28.0% and 21.5% of industry establishments in 2021, respectively. Quebec has



Boiler & Heat Exchanger Manufacturing in Canada February 2021

22 IBISWorld.com

the second-largest concentration of manufacturing facilities in the country and is home to the largest number of agrichemical
facilities. The province also has a large metal manufacturing industry, providing operators with raw materials. Alberta is a strong
source of downstream demand due to large power generation and the wood pulp, oil and gas industries. The remaining provinces
each represent a small share of industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Boiler and Heat Exchanger Manufacturing industry in Canada has a low level of market concentration, with the
four largest industry operators expected to account for less than 25.0% of industry revenue in 2021. Small- and
medium-sized enterprises make up the majority of industry operators, with 83.6% of companies employing fewer
than 100 workers and less than 2.0% employing more than 200 workers, according to 2020 figures from Statistics
Canada (latest data available). Moreover, an estimated 34.4% of companies are sole proprietorships, implicitly
limiting the output of these businesses. Most companies serve their local markets and typically specialize in products
for specialized applications. As a result, it is hard for a company to gain significant market share, even if it dominates
the supply of products to one particular market. In general, some of the largest companies in the industry are
actually subsidiaries of multinational manufacturers. These players have access to large outside resources which
enables them to dominate smaller companies. Over the five years to 2021, market concentration has increased
despite rising import competition as industry leader BWXT Canada Ltd. acquired the outstanding shares from a
sizable General Electric Company and Hitachi Ltd. joint venture in nuclear energy, nearly doubling the company's
market share in 2016 alone.

Key Success
Factors

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

Highly trained workforce:
An operator's success depends on the skill of engineering and metalworking employees that design and produce
high-quality industry products.

Development of new products:
Production innovation and product design expertise are important for a company's success in this industry. Thus,
players have to put emphasis on research and development.

Having a good reputation:
A large portion of industry products are custom-made, so a company has to have a reputation for high-quality work
to win new contracts.

Proximity to key markets:
By locating close to key markets, players can reduce transportation costs and time to delivery.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 7.8% of industry revenue in 2021, down from 14.6% in
2016. Profitability has been inconsistent since 2005 when profit was
8.2%, oscillating wildly until 2012 when the average operator was
unprofitable. Economic volatility related to the spread of COVID-19
(coronavirus) is the primary driver behind the forecast decline in profit
over the five years to 2021, as downstream investment in industry
products is forecast to fall. However, the increasing complexity of
industry products and rising demand for custom work have helped
lessen the decline in profit for domestic operators.

Profitability varies from company to company, depending on the
enterprise's size and the type product it manufactures. For instance,
customized boilers typically bring in more profit than standardized ones.
Furthermore, larger companies are better positioned to create
economies of scale, thereby reducing per unit costs and increasing
profit.

 

  Wages

Wages are expected to account for 21.7% of industry revenue in 2021,
down from 22.3% in 2016. The industry requires some workers with
specialist metalworking and metal forming experience, while others
have a greater focus on design and installation issues. As a result of
this relatively high skillset, industry wages are above those earned at
most other manufacturing jobs. Additionally, increased automation in
the space has created greater demand for employees that are familiar
with software and technology and these employees are able to demand
higher wages than those without such knowledge. However, strong
expected revenue growth over the five years to 2021 is the primary
driver behind the decline in wages as a share of revenue.
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  Purchases

The purchase of inputs and other material required to manufacture
boilers and heat exchanges is expected to make up 43.9% of industry
revenue in 2021, up from 38.0% in 2016. Examples of input materials
include steel, iron ore and other alloys. The most basic industry
products usually use steel, but some of the more advanced products
use alloys that are lighter and can withstand more pressure and heat.
Accordingly, the price differentials between these metals and their utility
in the manufacture of innovative products determine the share of
revenue dedicated to purchasing costs. Accordingly, purchasing costs
can vary significantly between operators.

 

  Marketing

Marketing costs are expected to account for 2.6% of revenue in 2021,
up from 2.1% in 2016.

 

  Depreciation

Depreciation is expected to account for 1.9% of industry revenue in
2021, down slightly from 2.0% in 2016. These costs are expected to
remain low as the industry remains more labour intensive than capital
intensive.
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  Rent

Rent costs are expected to account for 3.9% of revenue in 2021, up
from 2.2% in 2016. Rent cost vary among operators of different sizes
and are related to equipment as much as physical space. Rent costs
tend to be somewhat volatile, as operators tend to rent rather than
purchase when economic uncertainty is high.

 

  Utilities

Utilities are expected to account for 0.7% of revenue in 2021, down
from 0.9% in 2016.

 

  Other Costs

In 2021, expenses such as selling and administration, legal expenses,
goodwill adjustments, insurance and research and development are
expected to account for the remaining 17.6% of industry revenue, a
decrease from 18.1% in 2016.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  The Boiler and Heat Exchanger Manufacturing industry in Canada exhibits
a moderate level of competition.

In 2021, an estimated 81 domestically based companies compete in this industry, with even more companies
competing for domestic demand through imports.

INTERNAL COMPETITION

Industry operators primarily compete on price, product characteristics,
reputation and added services.

Similar to most manufacturing industries, boiler and heat exchanger manufacturers have to price their products with
competition in mind. Offering a product for too high a price would encourage potential customers to go elsewhere for
industry products. However, price competition can be mitigated by producing high-quality or specialized products for
unique applications. Equipment that is found to be more technologically advanced, efficient and resistant to wear
and tear will be in higher demand, enabling producers to charge higher prices. Moreover, such products require a
high level of technical proficiency to produce, thus reducing the number of potential competitors in a niche market.
Selling industry products for markets such as refining and chemical manufacturing further reduces competition since
such markets require sophisticated equipment and are therefore less saturated.

A large portion of industry products, especially those that are more advanced, are custom made, so cultivating a
reputation for on-time, within budget and quality work is essential to win new contracts. Companies can also stand
out by offering value added services such as installation, maintenance and assessment services.

EXTERNAL COMPETITION

Industry operators also have to compete with imported products, which
takes away sales from domestic manufacturers.

Imports have historically garnered more than one-third of domestic demand, although this figure is extremely
volatile. The United States accounts for the vast majority of imports because US companies can leverage the
resources they obtain from serving the far larger US market to outperform Canadian operators. Accordingly, the
value of the Canadian dollar relative to the US dollar is a significant determinant of import penetration.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady

  The Boiler and Heat Exchanger Manufacturing industry in
Canada exhibits moderate barriers to entry. New entrants
have to invest a significant amount of capital to acquire
manufacturing facilities and equipment and may need to
invest in training for employees when a new piece of
equipment is installed. Additionally, companies have to
hire skilled metalworkers and engineers, which can be
hard to find and train in a contentious field such as
nuclear energy. New companies endure stiff competition
from incumbent players that typically have more technical
proficiency and have had time to cultivate respectable
reputations within crucial downstream markets.
Furthermore, incumbent operators may have long-term
supply contracts with customers and suppliers which
essentially locks out new competition while enabling the
incumbents to secure more competitive purchasing
contracts. The moderate level of regulation within the
industry may further deter newcomers as it increases
compliance costs in an evolving competitive landscape.
Nonetheless, the basic technology behind boilers and
heat exchangers is well understood, making it relatively
easy for new companies to enter the more low-end side of
the industry or in extremely specialized applications
where market saturation is comparably lower. Once a
company makes an initial investment into facilities and
equipment, its capital costs significantly decline.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  
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Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Boiler and Heat Exchanger Manufacturing industry in Canada has a high level of globalization parallel to the
industry's supply chain. Operators rely on imported components and raw materials to produce their goods. Plus, after
production and assembly, companies are increasingly relying on exports for their revenue. In particular, rapid economic
growth and increasing energy consumption in emerging markets have boosted sales abroad. This has encouraged
domestic producers to move some of their operations overseas to take advantage of growing markets and potentially
lower wage costs. Import penetration has been historically high and is expected to account for about 35.0% of domestic
demand in 2021. The industry is also full of foreign-owned subsidiaries, with large manufacturers such as US-based BWX
Technologies Inc., which has a Canadian division that is the largest domestic operator.



Boiler & Heat Exchanger Manufacturing in Canada February 2021

29 IBISWorld.com

Major Companies

Major Players BWXT Canada Ltd.

Market Share: 11.8%

  BWXT Canada Ltd. (BWXT Canada), based in Cambridge, ON, is the Canadian subsidiary of US-based BWX
Technologies Inc. (BWXT). BWXT was formed in 2015, when Babcock & Wilcox Co. divided itself into Babcock &
Wilcox Enterprises Inc. and BWX Technologies Inc. BWXT Canada focuses on nuclear power, while all other
operations were spun off into a different company. BWXT Canada nearly doubled its domestic manufacturing
presence in December 2016 when BWXT Canada acquired the outstanding stock of the GE Hitachi Nuclear Energy
joint venture. This joint venture was renamed BWXT Nuclear Energy Canada Inc., through which the company
operates in the domestic industry with more than 300 employees.

BWXT Nuclear Energy Canada Inc. is the nation's largest supplier of nuclear fuel, fuel handling systems, tool
delivery systems and replacement components for CANDU reactors, with the majority of BWXT's nuclear power
group's revenue coming from it. BWXT Nuclear Energy Canada Inc. has three operable facilities located in Toronto;
Peterborough, ON; and Arnprior, ON. Through this acquisition, BWXT Canada is able to further leverage its
technology-based competencies, offering new products and services within the nuclear power group segment.

Financial performance

Over the five years to 2021, BWXT Canada's industry-relevant revenue is expected to increase an annualized
25.9% to reach $146.7 million. The company's operating income, measured as earnings before interest and taxes, is
expected to grow an annualized 37.7% to $22.4 million during the same period. This strong forecast growth is
somewhat deceptive, as the company's formation in 2015 caused industry-relevant revenue to slowly ramp up to
begin the current period. However, later during the five year-period, the company's revenue increased amid an
uptick in demand for industry products and the acquisition of the joint venture from General Electric Company and
Hitachi Ltd., which explains the 73.2% increase in revenue experienced in 2017. BWXT Canada is the industry's
largest player and the company is expected to continue to seek acquisition opportunities to expand its market share.
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BWXT Canada Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 46.4 N/C 4.5 N/C
2017 64.2 38.4 15.6 246.7
2018 111.2 73.2 14.2 -9.0
2019 142.3 28.0 20.3 43.0
2020 140.4 -1.3 21.4 5.4
2021 146.7 4.5 22.4 4.7

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

Other Companies The Boiler and Heat Exchanger Manufacturing industry in Canada is dominated by small- and medium-sized
companies that specialize in particular aspects of the production process. Whether a business focuses on
component manufacturing, assembly or product research and development, very few operators claim a sizable
share of the domestic industry. While BWXT Canada Ltd. has a notable influence on industry trends, most other
operators focus on niche markets and are susceptible to cyclical demand bereft of long-term contracts with nuclear
power plants and other more stable sources of revenue. This is further evidenced by the average number of
employees per industry establishment, which is expected to reach only 29.5 in 2021, contributing to the fragmented
nature of industry operations.

Edmonton Exchanger

  Market Share: 4.6%
  Edmonton, AB-based Edmonton Exchanger is one of Canada's largest manufacturers of heat exchangers and steel

products. The company produces shell and tube bundles, straight-tubed heat exchangers, U-bundle heat
exchangers, plate exchangers, coil-style heat exchangers, fin-fan coolers and hairpin exchangers. Edmonton
Exchanger, which also provides repair and refurbishment services, is a subsidiary of Edmonton Exchanger Group of
Companies, which was founded in 1975 and now has more than 1,000 employees. The company maintains six
major product categories and competes in the industry through its heat exchanger product segment. While the
company is private and does not disclose its financial information, IBISWorld expects Edmonton Exchanger to
generate $55.6 million in industry-relevant revenue in 2021, giving it a 4.6% market share.

Exchanger Industries Limited

  Market Share: 2.6%
  Exchanger Industries Limited (Exchanger Industries), headquartered in Calgary, is one of Canada's largest

manufacturers of heat transfer equipment. The company produces air-cooled, heat and shell and tube exchangers,
sulphur condensers and waste heat boilers, while also providing repair and replacement services. Exchanger
industries' primary markets are the oil, natural gas and petrochemical industries. When Exchanger Industries was
founded in 1961, it only manufactured shell and tube heat exchangers, but eventually moved on to air-cooled
exchangers and other custom products. Exchanger Industries' industry-relevant revenue is expected to total $32.1
million in 2021, representing a 2.6% market share.

Miura Canada Ltd.

  Market Share: 2.5%
  Miura Canada Ltd. (Miura Canada) manufactures boilers at its Brantford, ON plant. The company has been

operating in Canada for more than 25 years and has produced more than 3,000 boilers in that time. The company
offers two major models of boilers, including the LX Series models of low NOx steam and hot water boilers and the
EX Series models of gas/oil series high pressure steam boilers. Miura Canada recently announced a commitment to
becoming the preferred choice across Canada for boiler systems over the next five years. Miura maintains that its
boilers can provide customers with about 20.0% savings in steam production compared with other boiler designs. In
2021, IBISWorld expects Miura Canada to generate $30.0 million in industry-relevant revenue, accounting for a
2.5% share of the domestic market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Boiler and Heat Exchanger Manufacturing Industry in
Canada has a low level of capital intensity. IBISWorld
estimates that for every $1.00 the industry spends on
wages, there will be $0.09 spent on capital investment in
2021. This remains unchanged since 2016. The industry's
capital investment is primarily concerned with maintaining
existing equipment and expanding existing facilities. Since
the customization required for many of the products in the
industry, investments in the type of machinery and
automation that is common in most manufacturing
industries is not as prevalent in this industry. The industry
requires a highly skilled and trained workforce for the
purposes of welding, metalworking and engineering to
design and build each boiler. Most improvements in
efficiency come as a result of improved work processes
including 5 “S” Lean Manufacturing, VSM and Pulse-Line
Manufacturing, as opposed to investments in automation.

Over the five years to 2021, the industry has maintained a
consistent level of capital intensity as the amount of capital
investment has remained steady overall in regard to total
wage outlays. There was a sharp decrease in total wages
prior to the period, in 2015, which corresponded to an
uptick in capital expenditures aimed at increasing
automation. However, these capital investments have since
returned to the levels experienced prior to 2015. Capital
outlays are forecast to rise, placing upward pressure on
capital intensity, although this ratio is still relatively low
compared with other manufacturing industries.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Low Innovation
Concentration

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

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

Medium Rate of Entry Potential 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.

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

The Boiler and Heat Exchanger Manufacturing industry in Canada could be
disrupted by continued developments in energy-efficient and renewable
heating and heat exchange technologies.

These technologies include geothermal heating, which involves drilling for water or steam similar to drilling for oil, solar
heating using panels or pumps, the use of renewable natural gas and the use of insulation to minimize heat loss and
recycle existing heat. These technologies require further development to become commercially feasible as consumer
demand and government regulation continue to broaden the market for these alternative technologies.

The level of technology change is    Medium

  The Canadian Boiler and Heat Exchanger Manufacturing industry in Canada
has experienced moderate technological change over the five years to 2021.

Most of these changes have focused on improving efficiency and reducing time between process changes via
advancements in automation and manufacturing equipment. Some companies have invested in new product development
in burgeoning markets.

Companies are increasingly using computerization, numerically controlled grinding, welding, painting and assembly
equipment and tools. This has increased the precision of the manufacturing process, while reducing waste and time.
Computer-assisted design (CAD) technology has also enabled companies to digitally design customized products,
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eliminating the need to make physical models and reducing expenses. Additionally, the use of CAD permits greater
flexibility and creativity in producing custom products while also significantly reducing the amount of time needed to create
a model. The introduction of computerized manufacturing and design technology has also led to lower labour requirements
reducing wages as a share of revenue.

The industry has broadened the application of plate type heat exchangers which was previously restricted to use in small,
low-pressure applications such as oil coolers for engines. Industry improvements in efficiency have been experienced due
to breakthroughs in variable flow technology, modulating combustion and reductions in downtime caused by linking multiple
boilers together. Variable flow technology makes the boilers more flexible in response to fluctuations while modulating
combustion and linking multiple boilers together enables the system of boilers to continue being productive when
maintenance is needed. These technological improvements are aligned with changes in environmental regulations which
will favour more efficient and environmentally friendly products.

Revenue
Volatility

The level of volatility is    Medium

  Over the five years to 2021, IBISWorld expects a moderate level of volatility in
the Boiler and Heat Exchanger Manufacturing industry in Canada.

Weak demand for industry goods caused industry revenue to significantly decrease prior to the period, before growing
during most of the period. Revenue growth swings and the fluctuations in industry imports and exports are the primary
reasons for the volatility in the industry. In general, volatility is heightened due to the nature of customized product
fabrication and installation. For example, a large contract to produce and install a custom heat exchanger for a nuclear
power plant can cause a company's revenue to surge, but since this is a onetime contract, it will have no effect on revenue
for subsequent periods. Consequently, industry revenue follows these cycles of booms and busts. The global COVID-19
(coronavirus) pandemic also contributed to the moderate level of revenue volatility during the period, as certain downstream
markets reduced investment on costly products such as boilers and heat exchangers.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Boiler and Heat Exchanger Manufacturing industry in Canada is
moderately regulated.

Many of the regulations are concerned with enforcing product standards and creating environmental protection standards.
Additional legislation aimed at increasing environmental protection standards is expected and will influence this industry
more than most as lawmakers aim to reduce the nation's dependency on fossil fuels. The federal government has many
nationwide regulations concerning labour, work safety and consumer rights which are applicable to all industries.

Provinces have strict regulations concerning the manufacture of boilers and heat exchangers that cover testing, design and
standards certification, these regulations vary by province and are often enforced by provincial authorities and associations.
For instance, the Alberta Boilers Safety Association set standards for boilers and pressure equipment on behalf of the
Alberta government. International associations, such as the American Society of Engineers, typically sets product
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standards for domestic operators that operate in the crucial US market.

Additional federal environmental regulations, including the handling of waste and enforcing emission standards, will create
additional regulatory obstacles for operators in this industry.

Industry
Assistance

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

Though the government provides little direct assistance to the Boiler and Heat
Exchanger Manufacturing industry in Canada, it does provide indirect industry
assistance.

For example, subsidies and tax exemptions for new businesses and domestic manufacturers in different provinces are
beneficial to industry employers. Indirectly, the government provides assistance to the industry by updating environmental
and commercial standards, forcing consumers to purchase new industry equipment to be compliant. The government does
provide some direct assistance in the form of protectionist trade policies aimed at incentivizing Canadian consumers to
purchase domestic products. Super-heated boilers have a 2.0% tariff for most favoured nations, but all the remaining
industry products have no tariffs, which diminishes the industry's reliance on government assistance. Outside of the
government, industry operators can rely on several trade associations such as the Canadian Boiler Society, which lobby
government officials, set industry standards and sponsor industry events and training.

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

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 1,298 304 72.0 59.0 3,654 277 484 295 1,505 204
2013 1,537 403 71.0 59.0 3,886 284 550 358 1,804 195
2014 1,252 384 91.0 77.0 4,596 418 585 323 1,419 187
2015 1,086 437 95.0 82.0 4,186 249 726 225 1,563 131
2016 1,026 398 93.0 82.0 2,771 279 936 228 1,683 144
2017 1,132 378 92.0 83.0 2,554 257 619 245 1,494 187
2018 1,201 394 92.0 79.0 2,806 444 578 264 1,335 218
2019 1,278 463 93.0 77.0 2,912 242 649 276 1,685 177
2020 1,201 287 93.0 78.0 2,796 199 766 264 1,767 166
2021 1,248 393 97.0 81.0 2,868 189 592 271 1,651 180
2022 1,315 396 100.0 83.0 2,945 199 626 280 1,742 204
2023 1,317 398 100.0 83.0 2,928 200 620 279 1,737 206
2024 1,333 461 101 84.0 2,961 202 632 282 1,763 211
2025 1,348 466 103 85.0 3,002 204 643 286 1,787 216
2026 1,366 470 104 86.0 3,041 206 655 289 1,815 223

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 1.80 -16.9 -1.37 -1.67 5.94 16.3 9.54 3.79 1.79 -14.0
2013 18.4 32.6 -1.39 0.00 6.34 2.34 13.6 21.3 19.8 -4.56
2014 -18.6 -4.60 28.2 30.5 18.3 47.3 6.25 -9.94 -21.3 -3.79
2015 -13.3 13.8 4.39 6.49 -8.93 -40.4 24.1 -30.2 10.1 -30.2
2016 -5.55 -9.06 -2.11 0.00 -33.8 11.8 28.9 1.33 7.71 10.2
2017 10.3 -5.03 -1.08 1.21 -7.84 -7.83 -33.8 7.09 -11.2 29.9
2018 6.12 4.18 0.00 -4.82 9.86 73.0 -6.72 8.13 -10.7 16.7
2019 6.43 17.6 1.08 -2.54 3.77 -45.5 12.4 4.31 26.3 -19.0
2020 -6.08 -38.0 0.00 1.29 -3.99 -17.9 17.9 -4.43 4.87 -6.08
2021 3.93 37.0 4.30 3.84 2.57 -5.03 -22.7 2.84 -6.59 8.50
2022 5.40 0.61 3.09 2.46 2.68 5.18 5.76 3.24 5.56 13.1
2023 0.13 0.73 0.00 0.00 -0.58 0.80 -0.98 -0.47 -0.34 1.03
2024 1.21 15.6 1.00 1.20 1.12 0.79 1.93 1.14 1.52 2.44
2025 1.14 1.06 1.98 1.19 1.38 0.84 1.69 1.34 1.38 2.43
2026 1.33 1.03 0.97 1.17 1.29 0.98 1.86 1.29 1.57 2.92

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 23.4 32.2 21.4 355 22.7 50.8 80,788
2013 26.2 30.5 18.5 395 23.3 54.7 92,177
2014 30.7 41.2 33.4 272 25.8 50.5 70,191
2015 40.3 46.5 23.0 259 20.7 44.1 53,822
2016 38.8 55.6 27.2 370 22.3 29.8 82,389
2017 33.4 41.4 22.7 443 21.6 27.8 95,732
2018 32.8 43.3 37.0 428 22.0 30.5 94,227
2019 36.2 38.5 18.9 439 21.6 31.3 94,712
2020 23.9 43.3 16.6 429 22.0 30.1 94,278
2021 31.5 35.9 15.1 435 21.7 29.6 94,526
2022 30.1 35.9 15.1 447 21.3 29.5 95,042
2023 30.3 35.7 15.2 450 21.2 29.3 95,150
2024 34.6 35.8 15.1 450 21.1 29.3 95,171
2025 34.5 36.0 15.1 449 21.2 29.1 95,137
2026 34.4 36.1 15.0 449 21.2 29.2 95,133

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Canadian Boiler Society
http://www.canadianboilersociety.com

American Boiler Manufacturers Association
http://www.abma.com

Government of Canada
http://www.canada.ca/en.html

Industry Jargon BOILER
A closed vessel in which water or other fluids are heated.

HEAT EXCHANGER
Equipment built for efficient heat transfer from one medium to another. The media may be separated to prevent
mixing or they may be in direct contact.

HVAC
Heating, ventilating and air-conditioning systems used to maintain air quality through ventilation and filtration.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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