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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 Hardware Manufacturing industry in Canada relies on international trade for downstream demand. As a result,
as trade activity slows, demand will likely fall, constraining revenue. For more detail, please see the Demand
Determinants chapter.

• The industry's level of competition is forecast to rise as trade activity slows and remaining players must compete
more heavily for the remaining work. For more detail, please see the Basis of Competition chapter.

• Industry profit is forecast to contract as tough operating conditions lead to falling prices and lost revenue
opportunities. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Hardware Manufacturing industry in Canada manufactures forms of metal hardware. Items produced include

metal hinges, metal handles, keys and locks, but exclude time locks and coin-operated locks.

Major Players Assa Abloy

Main Activities The primary activities of this industry are:

Metal furniture hardware and caster manufacturing

Metal appliance hardware manufacturing

Builder's metal hardware manufacturing

The major products and services in this industry are:

Furniture hardware

Motor vehicle hardware

Construction hardware

Other hardware products
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Supply Chain

SIMILAR INDUSTRIES

Structural Metal Product
Manufacturing in Canada

Wire & Spring Manufacturing in
Canada

Screw, Nut & Bolt Manufacturing
in Canada

Ball Bearing Manufacturing in
Canada

Wiring Device Manufacturing in
Canada

Tool & Hardware Wholesaling in
Canada

   

   

       

       

RELATED INTERNATIONAL INDUSTRIES

Safe & Vault Manufacturing Door Lock & Lockset
Manufacturing

Fabricated Metal Product
Manufacturing in Australia

Cutting Tool Manufacturing in China

Lock & Hinge Manufacturing in
the UK

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

Hardware Manufacturing in the US
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Industry at a Glance
Key Statistics

$2.2bn
Revenue

Annual Growth

2016–2021

1.8%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

$158.0m
Profit

Annual Growth

2016–2021

-10.0%

  Annual Growth

2016–2021

 

7.3%
Profit Margin

Annual Growth

2016–2021

-6.2pp

  Annual Growth

2016–2021

 

170
Businesses

Annual Growth

2016–2021

-0.3%

Annual Growth

2021–2026

-0.8%

Annual Growth

2016–2026

 

6,532
Employment

Annual Growth

2016–2021

4.7%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

 

$369.6m
Wages

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Consumer spending

4.2%
Value of residential construction

6.6%
Housing starts

1.5%
Canadian effective exchange rate
index

1.8%
Number of motor vehicle
registrations

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Domestic residential and nonresidential construction
experienced volatile performance

 With the appreciation of the CEER index, in addition to the
pandemic, industry exports have contracted

 Strong internal price-based competition prevents the
industry from achieving substantial profit

 Countervailing construction performance is projected to limit
industry growth

 Strong price-based competition is expected to drive revenue
down

 Exports play a significant role in the industry, which will
benefit from a depreciating dollar

 Due to tough operating conditions amid the pandemic,
industry profit is expected to contract
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Housing starts
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Executive Summary Drilled down: Imports' share of domestic demand is expected contract,
supporting industry growth

The Hardware Manufacturing industry in Canada produces a variety of metal hardware products, including hinges,
handles, keys and locks, primarily for the construction, furniture and automotive sectors. The industry has been
defined by volatile trade and downstream markets over the past five years. Operators in the Household Furniture
Manufacturing industry in Canada and the Car and Automobile Manufacturing industry in Canada (IBISWorld reports
33712CA and 33611aCA), as well as construction markets and consumers, purchase hardware products
manufactured by this industry. Consequently, fluctuations in these industries affect demand for industry goods. A
strong housing market driven by low interest rates due to the COVID-19 (coronavirus) pandemic supported the
industry late in the period, staving off sharper declines amid high levels of economic uncertainty. As a result,
IBISWorld projects industry revenue to increase an annualized 1.8% to $2.2 billion over the five years to 2021, with
an expected 4.8% growth in 2021 alone as the economy recovers from the pandemic.

The largest threat to this industry is the share of domestic demand satisfied by imports. Import penetration has
caused strong competition from countries with lower wages, which are able to manufacture industry products at
lower costs. As a result, many companies transferred production from Canada to low labour cost countries such as
China and Mexico. Import competition has led to plant closures and consolidation, as some domestic operators have
been unable to compete with less expensive imports. However, despite the appreciation of the Canadian dollar over
the past five years, industry imports were hindered, supporting industry growth. Due to tough operating conditions
amid the pandemic, industry profit is expected to contract over the five years to 2021.

Imports' share of domestic demand is expected to continue to contract over the five years to 2026 amid a
depreciation of the Canadian dollar, which is forecast to support growth. However, construction markets both
domestically and in the United States are expected to cool down as the economy normalizes and interest rates
grow, limiting potential growth opportunities over the five years to 2026. Consequently, IBISWorld projects industry
revenue to increase an annualized 0.6% to $2.2 billion over the next five years.
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Industry Performance

Key External
Drivers

Housing starts

The number of houses built directly affects demand for various household furniture hardware, such as cabinet
hinges and handles. Additionally, it affects the industry as furniture hardware represents a sizable share of industry
revenue. As demand for homes increases, demand for its related hardware also rises. The number of housing starts
is expected to increase in 2021, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates of the
Canadian dollar against the currencies of Canada's major trading partners. An increasing CEER index makes
imported industry products less expensive and more price competitive against local goods. Conversely, when the
dollar depreciates, Canadian products are more attractive on the international market. The CEER index is expected
to increase in 2021, posing a potential threat to the industry.

 

Consumer spending

The automobile and furniture industries are major markets for industry products. As consumers feel freer to splurge
on more expensive purchases such as new cars and couches, downstream industries produce more goods.
Consumer spending is expected to increase in 2021.

 

Value of residential construction

Activity in the construction sector is a major source of industry demand. Through wholesalers, contractors and
hardware stores, the construction sector purchases hinges, handles, keys and locks for the construction of
residential and commercial properties. The value of residential construction is expected to increase in 2021.

 

Number of motor vehicle registrations

The Car and Automobile Manufacturing industry is a key source of demand for this industry. Hardware
manufacturers supply various car components, such as door and window handles, to automobile and parts
manufacturers. Activity in this market is a major determinant of industry performance, as these products account for
a significant part of revenue. The number of motor vehicle registrations is expected to increase in 2021.
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Current
Performance

The Hardware Manufacturing industry in Canada comprises operators that
manufacture a variety of metal hardware products, including hinges,
handles, keys and locks.

These products are mainly used in downstream markets pertaining to construction, automobile and furniture
manufacturing. In addition, the industry is highly correlated and dependent on its international trade performance.
The Canadian effective exchange rate (CEER) index, a weighted average of bilateral exchange rates of the
Canadian dollar against the currencies of Canada's major trading partners, is expected to appreciate over the five
years to 2021. An increasing CEER index makes imported industry products less expensive and more price
competitive against local goods. As a result, increasing import competition is expected to continue hindering industry
growth. Additionally, the COVID-19 (coronavirus) pandemic is expected to cut into revenue over 2020, though not as
much as in other industries, as high housing starts are expected to buoy revenue. As a result, IBISWorld projects
industry revenue to increase an annualized 1.8% to $2.2 billion over the five years to 2021, with an expected 4.8%
growth in 2021 alone as the economy recovers from the pandemic.

DOWNSTREAM MARKETS

A key driver of industry revenue is the level of activity and investment in
the residential housing construction market, which has fluctuated
significantly over the past five years.

The number of new housing starts has increased over the five years to 2021, directly influencing demand for various
household furniture. However, domestic residential and nonresidential construction experienced volatile
performance, hindering overall growth.

The automobile manufacturing sector is another significant source of domestic demand for manufactured hardware.
Purchases from this sector typically include vehicle handles and engine springs. However, the Canadian car
manufacturing sector has declined over the past five years, dropping as share of revenue (IBISWorld report
33611aCA). Furniture manufacturers are another important source of industry revenue, but domestic demand from
this market has declined for years. Furniture manufacturers endured increasing import competition over the past
decade, with many companies moving operations abroad or exiting the industry as a whole. Additionally, demand
from furniture manufacturers moves in response to residential construction. Consequently, IBISWorld expects
hardware demand from household furniture manufacturers to decrease in 2021 due to a sharp appreciation in the
Canadian dollar in 2021, which will lead retailers to import less expensive foreign products.

INTERNATIONAL TRADE

International trade has played a major role in the industry.
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China's presence as a provider of standardized hardware products has grown stronger over the past five years,
largely due to its increased production of transformers and industrial controls. Meanwhile, Mexico benefits from the
United States-Mexico-Canada Agreement, which keeps production costs lower and enables favourable access to
the Canadian market. Furthermore, lower wage costs in foreign countries have also led these manufacturers to sell
their products at more competitive prices than domestic goods. Therefore, imports from China, Taiwan and Mexico
have been on the rise. However, despite the CEER index growing over the past five years, industry imports have
suffered. As a result, IBISWorld projects the total value of industry imports to decrease an annualized 3.3% to $2.2
billion over the five years to 2021. Furthermore, imports are estimated to satisfy 71.5% of domestic demand in 2021,
down from 81.2% in 2016.

Due to exports representing over 60.0% of revenue in 2021, with the United States accounting for nearly 90.0% of
the total value of exports, the industry is highly dependent on demand from the United States. With the appreciation
of the CEER index, in addition to the pandemic, industry exports have contracted over the past five years. As a
result, IBISWorld projects the total value of industry exports to decrease an annualized 1.2% to $1.3 billion over the
five years to 2021. Moreover, exports are expected account for 60.4% of revenue in 2021, down from 70.3% in
2016.

INDUSTRY LANDSCAPE

Many of the industry's product lines, such as door hinges, are fairly
standardized.

These homogenous products and their standardized manufacturing processes have given rise to price-based
competition within most product segments. However, standardizing the manufacturing process does have the
benefit of minimizing production costs, a priority for many companies in the industry. For example, Assa Abloy AB,
an established industry operator, has reduced its workforce and increased automation of its manufacturing
processes during the five-year period. However, with the majority of operators being small businesses, the same
strategy could not be met. As a result, industry employment is expected to increase an annualized 4.7% to 6,532
people over the five years to 2021. However, operators have strategically downsized operations to remain profitable.
Consequently, the number of industry establishments has declined an annualized 1.8% to 171 locations over the
past five years.

Nonetheless, strong internal price-based competition prevents the industry from achieving a substantial profit
margin. External industry competition also affects profitability. Therefore, some companies in this industry have
increased the proportion of total production taking place at overseas plants to maintain profitability and offer more
competitive prices to customers. With increasing import competition, the ongoing relocation of industry players and
increased demand for downstream manufacturers abroad, the industry experienced limited revenue and profit
growth. Overall, industry profit, measured as earnings before interest and taxes, is expected to account for 7.3% of
industry revenue in 2021, down from 13.5% in 2016.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian
effective

exchange rate

(Index)
2012 1,222 393 197 181 4,149 972 1,916 219 2,166 131
2013 1,189 380 195 179 4,279 971 1,900 230 2,118 127
2014 1,485 432 189 176 5,114 1,090 2,079 258 2,474 119
2015 1,895 538 193 176 5,939 1,287 2,450 334 3,058 110
2016 1,978 612 187 173 5,199 1,389 2,537 303 3,125 108
2017 2,238 653 196 174 6,161 1,359 1,967 362 2,847 110
2018 1,857 489 195 175 5,613 1,433 2,037 310 2,461 109
2019 2,104 617 183 173 6,333 1,537 2,077 359 2,644 109
2020 2,066 407 170 169 6,263 1,275 1,853 354 2,644 108
2021 2,165 573 171 170 6,532 1,308 2,151 370 3,007 115
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Industry Outlook
Outlook The Hardware Manufacturing industry in Canada is expected to

experience slow growth over the five years to 2026, despite widespread
economic growth due to the end of the COVID-19 (coronavirus) pandemic.

Imports are expected to continue threatening industry operators, though a slight depreciation of the Canadian dollar
will support export growth. In addition, imports' share of domestic demand for hardware products will remain over
70.0%. Furthermore, the domestic construction market is expected to continue experiencing volatile performance
over the next five years. Moreover, the price pressure brought on by relatively affordable foreign-made hardware
products is expected to continue to hurt domestic manufacturers. Consequently, IBISWorld projects industry
revenue to increase an annualized 0.6% to $2.2 billion over the five years to 2026.

WEAK DEMAND

Demand for automobiles is anticipated to rebound over the next five
years, though many transportation equipment manufacturing facilities are
located internationally.

Consequently, producers will favour purchasing component hardware from local suppliers instead of securing these
materials from Canadian operators. However, transportation equipment manufacturing facilities in Canada will
increasingly source lower-priced hardware via imports. Moreover, demand for construction-related hardware such as
hinges, door locks and doorknobs are expected to grow over the next five years. However, domestic housing starts
are anticipated to decrease, while the value of residential construction is forecast to grow, offsetting the decline of
new homes being built. As a result, countervailing construction performance is projected to limit industry growth.

INTERNATIONAL TRADE

Trade is a defining feature of the industry.

Countries with a labour cost advantage are attractive sources for relatively inexpensive products, especially when
trade with these countries is not heavily restricted. Therefore, imports satisfy the majority of domestic demand for
hardware products. As a result, IBISWorld projects the total value of industry imports to decrease an annualized
0.4% to $2.1 billion over the five years to 2026. Due to the depreciating Canadian dollar, competition for domestic
manufacturers will likely lessen slightly as downstream wholesalers and retailers respond to the higher price of
imports.

Exports also play a significant role in the industry, which will benefit from the depreciating Canadian dollar. As a
result, IBISWorld projects the total value of industry exports to increase an annualized 0.8% to $1.4 billion over the
five years to 2026. Consequently, IBISWorld expects exports' share of revenue to rebound over the next five years
as a result of the less valuable dollar.

INDUSTRY STRUCTURE

Combined with intensifying competition from domestic and international
markets, strong price-based competition is expected to drive revenue
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down, forcing small companies that cannot compete to exit the industry.

Thus, the industry will likely continue to consolidate, moving operations abroad to countries such as Mexico or
China. IBISWorld expects the number of industry companies to decline an annualized 0.8% to 163 companies over
the five years to 2026. However, IBISWorld expects industry employment to increase an annualized 0.7% to 6,774
workers during the same period, as the remaining companies continue to succeed. This downward trend will
continue as the industry addresses excess capacity catalyzed by increasing import penetration and declining
demand from the saturated market in the United States. The largest players in the industry will benefit from these
exits because they tend to be the ones that acquire struggling operators, thereby increasing their market shares.
Furthermore, the largest companies operate internationally and can effectively use global distribution channels to
their advantage, mitigating the negative effects of rising imports.

INDUSTRY PROFIT

Material costs will continue to be a major part of the average hardware
manufacturer's cost structure.

Since industry products are largely made of steel, aluminum, brass and bronze, the underlying price movements of
these inputs will affect the industry's bottom line. The world price of steel is forecast to increase over the five years
to 2026. However, despite key input prices rising, industry profit is anticipated to contract as imports continue to
pressure the profitability of industry products. Furthermore, IBISWorld expects wages' share of revenue to increase
over the five years to 2026. As a result, IBISWorld projects industry profit to decline 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)

Canadian
effective

exchange rate
 (Index)

2021 2,165 573 171 170 6,532 1,308 2,151 370 3,007 115
2022 2,147 581 169 168 6,539 1,302 2,092 369 2,937 114
2023 2,151 581 168 167 6,559 1,307 2,077 370 2,921 113
2024 2,177 587 167 166 6,651 1,325 2,088 375 2,940 113
2025 2,203 592 166 165 6,704 1,342 2,098 379 2,959 112
2026 2,229 596 164 163 6,774 1,360 2,108 383 2,977 112
2027 2,255 601 163 163 6,829 1,377 2,118 386 2,995 111
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Products and markets within the industry are well-established

The industry continues to experience rising foreign competition

Operators are consolidating and exiting the industry

The Hardware Manufacturing industry in Canada is in the mature life cycle phase. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is expected to fall an annualized 0.3% over the 10 years
to 2026. Canadian GDP is forecast to grow an annualized 2.0% during the same period. Although slower than
Canadian GDP growth, the industry's maturity is characterized by its correlation to broader macroeconomic trends
and industry consolidation.

Many of the industry's downstream customers are in the mature life cycle stage. In the mature stage of an industry's
life cycle, cost becomes an increasingly important facet of competition. Within the Canadian market, the size of cost
pressures has made it increasingly difficult for domestic manufacturers to compete with their low-cost international
peers. Weak demand from downstream industries will cause industry operators to begin exiting the industry over the
five years to 2026. Furthermore, operators are strategically downsizing to remain profitable and competitive in the
industry, which is a characteristic of a mature industry.

In addition, products and markets within the industry are well-established. The processes used to manufacture
hardware have experienced limited change. While technological changes are occurring, the focus is on improving
efficiency and lowering costs through lower energy usage or labour intensity. Finally, the industry is reliant on
international trade. Industry growth is supported by a weak Canadian dollar, while imports satisfy a large share of
domestic demand over the 10 years to 2026. Foreign operators continue to threaten industry operators, forcing
investment in machinery, consolidating operations and promoting strategic acquisitions.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Car & Automobile Manufacturing in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Commercial Building Construction in Canada

Homebuilders in Canada

Hardware Stores in Canada

Tool & Hardware Wholesaling in Canada

2nd Tier

Security Alarm Services in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Ferrous Metal Foundry Products in Canada

Copper, Zinc & Lead Refining in Canada

Metal Pipe & Tube Manufacturing in Canada

Wire & Spring Manufacturing in Canada

Screw, Nut & Bolt Manufacturing in Canada

Metal Plating & Treating in Canada

2nd Tier

Rail Transportation in Canada

Water Supply & Irrigation Systems in Canada

Electric Power Transmission in Canada

Products & Services

  Products in the Canadian Hardware Manufacturing industry are broadly
segmented into four distinct classifications, which include construction
hardware, motor vehicle hardware, furniture hardware and other hardware
products.

Within each segment are specific product line subdivisions (e.g. latches, handles, hooks, hinges and springs).

CONSTRUCTION HARDWARE

Construction hardware consists of products such as door hinges, knobs,
locks and handles that are sold to various domestic and international
markets, including hardware retailers, wholesalers, window and door
manufacturers and construction companies.

Construction hardware sales account for 48.0% of industry revenue in 2021. This figure has increased over the five
years to 2021 as residential construction growth has been strong, despite the COVID-19 (coronavirus) pandemic. As
increases in construction activity are expected to slow over the five years to 2026, IBISWorld projects this segment's
share of revenue will remain flat.

MOTOR VEHICLE HARDWARE

Motor vehicle hardware sales account for an estimated 17.9% of industry
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revenue in 2021.

Hardware for motor vehicles includes vehicle-related latches, handles, door locks, hooks, springs and supporting
engine parts. These products are sold to automobile and parts manufacturers, auto parts retailers and wholesalers
both within Canada and in the United States. The motor vehicle hardware segment's share of revenue has declined
over the past five years due to domestic automobile manufacturing declining at a fast pace, offsetting demand in the
United States.

FURNITURE HARDWARE

Furniture production in Canada has been in decline over the past decade.

Despite recent growth during the five-year period, demand for furniture from domestic manufacturers has been cut
by increased penetration of low-priced imports, particularly from China, Mexico and Taiwan. Moreover, furniture and
related hardware product manufacturing is shifting abroad. Furniture-related hardware sales (e.g. bed parts, feet,
hinges, locks and pulls) account for an estimated 5.7% of industry revenue in 2021. This segment's share of industry
revenue is expected to continue decreasing as the production of furniture is shipped overseas over the next five
years.

OTHER HARDWARE PRODUCTS

The industry produces a variety of goods for a large range of markets.

This includes custom-made hardware created for aircraft, engine and parts manufacturers. Furthermore, the industry
sells to myriad manufacturers that produce pianos, air conditioners, vacuums, dishwashers, washing machines and
a large selection of other goods. Overall, these sales account for the remaining 28.4% of industry revenue in 2021
and are projected to have increased due to their diverse coverage.

Demand
Determinants

The construction sector, the automobile and parts manufacturing market
and exports to the United States are the largest consumers of hardware
products in Canada.

This makes the success of the Hardware Manufacturing industry in Canada largely dependent on the fortune of
consumers in these groups. Although part of the construction sector demand originates from replacement industry
products, the amount of demand created with new building construction outweighs this level of demand.

When the level of construction activity is falling, as was the case in 2013, there is a reduction in the number of new
houses and offices being built and the associated demand for door and cabinet hinges and handles. Conversely,
when the level of construction grows, so too does the level of demand for these products. For example, housing
starts in both Canada and the United States grew in 2014 and 2015, increasing demand for operators during the
period and growing industry revenue over 20.0% over both years.

Moreover, the automobile hardware demand operates in a similar way but represents a lighter weight to influence
revenue. When revenue in the domestic Car and Automobile Manufacturing industry (IBISWorld report 33611aCA)
grew 12.5% in 2015, it also contributed to the 27.7% increase in industry revenue that year. However, demand
growth is not linear, as automobile hardware has experienced years of declines, with industry revenue retaining
growth.

The level of import penetration is an important determinant of demand for domestically manufactured hardware
products. The characteristically high level of import penetration in this industry fuels price competition. Domestic
production costs in Canada, such as wages, material purchases and equipment costs, are generally higher than
those of the competing export country. As a result, these less expensive international producers are able to meet the
same profit at a lower price, leaving domestic produces at a disadvantage. As competition from imports increases,
demand for domestically manufactured hardware products is projected to remain high.

Demand for industry products are expected to fall amid the COVID-19 (coronavirus) pandemic. While the value of
residential construction grew over 2020, which supported demand, automobile and other manufacturing markets, as
well as consumer spending, experienced sharp declines amid the high levels of economic uncertainty. As a result of
these faltering markets amid the pandemic, hardware was in less demand, resulting in decreased revenue
opportunities for industry operators.
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Major Markets

  Products produced in the Hardware Manufacturing industry in Canada are
used by contractors in a variety of construction markets, professionals or
individuals seeking to undertake a home improvement project,
wholesalers seeking to service retail outlets and manufacturers in
downstream industries.

  Although Canadian hardware manufacturers service markets within Canada, exports to the United States are
playing an increasingly important role for industry operators due to the intense pricing competition within Canada
from standardized and generally more affordable imports.

EXPORTS

Exports are expected to account for 60.4% of revenue in 2021, down from
70.3% in 2016.

Hardware products manufactured in this industry are sold in export markets, mainly in the United States and Mexico.
Export markets have played a decreasingly important role for Canadian producers over the five years to 2021 as the
Canadian dollar depreciated through much of the period, which increased domestic consumption, while the
COVID-19 (coronavirus) pandemic deeply cut trade activity over 2020. The majority of exports are destined for
downstream construction and manufacturing markets within the United States (IBISWorld report 33251). In fact,
88.9% of exports go to the United States alone in 2021, up from 85.9% in 2016.

Additionally, Mexico accounts for 3.8% of major market exports. However, the export market for industry products is
increasingly competitive, as Canadian producers compete directly with manufacturers from China, Mexico and
Taiwan for the United States market. Many of these manufacturers have lower labour costs relative to their
Canadian peers. However, Canadian producers do benefit from lower transportation costs and favourable trade
terms. All other exports are expected to account for 2.9% of industry revenue in 2021. All exports are expected to
fall over the five years to 2021, but are forecast to recover over the next five years due to the resumed depreciation
of the Canadian dollar.

DOMESTIC CONSUMERS

Revenue from domestic markets accounts for the remaining 39.6% of
industry revenue in 2021.

Wholesalers and specialty retailers are the largest domestic market. They buy products from hardware
manufacturers and sell them down the supply chain to other manufacturers and retailers. These wholesalers sell a
variety of products, including general tools and hardware parts. This segment also includes auto parts stores, which
sell automobile parts hardware directly to the end user. Direct sales to these retailers include metal brackets, bolts,
locks, door opening devices and hinges. Additionally, hardware and home improvement stores also retail a broad
range of home renovation equipment and supplies.

Industry products are mainly used in construction work. Construction hardware consists of products such as door
hinges, knobs, locks and handles. Some producers may sell directly to contractors and construction companies,
thereby skipping wholesalers, manufacturers and retailers. Moreover, Ontario is a pivotal province for the industry,
as it is the largest province in population.
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Furthermore, when residential markets are down, this affects demand from furniture manufacturers. Direct sales to
furniture manufacturers include products such as bed parts, feet, hinges, locks, pulls and handles. Conditions have
remained relatively weak due to furniture manufacturers continuing to substitute domestic products for less
expensive imports. Thus, demand for hardware products from this segment still remains low. The remaining share of
revenue is generated by direct sales to smaller markets, such as locksmiths, auto repair shops and furniture repair
stores, as well as manufacturers of other products, such as pianos, air conditioners and washing machines. Overall,
IBISWorld projects domestic consumers to have expanded as a share of revenue over the past five years due to the
collapse in the export market.

International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Decreasing

Imports

According to Statistics Canada, the United States is the second-largest supplier of industry products in the Hardware
Manufacturing industry in Canada and is expected to account for 31.2% of total imports in 2021, having lost some of
its share to China, which accounts for 35.9% of imports. Advances in manufacturing technology, along with low
wages, have helped China expand its market share over the five years to 2021. However, with the Canadian
effective exchange rate (CEER) index, a weighted average of bilateral exchange rates of the Canadian dollar
against the currencies of Canada's major trading partners, expected to depreciate over much of the past five years,
when combined with COVID-19 (coronavirus) imports have declined. A decreasing CEER index makes imported
industry products more expensive and less price competitive against local goods. As a result, IBISWorld projects the
total value of industry imports to decrease an annualized 3.3% to $2.2 billion over the five years to 2021.
Furthermore, imports are estimated to satisfy 71.5% of domestic demand in 2021, down from 81.2% in 2016.
However, with anticipated depreciation of the CEER index over the five years to 2026, IBISWorld expects imports'
share of domestic demand to continue to fall over the next five years.

Exports

Exports to key markets, such as the United States and Mexico, have increased over much of the five years to 2021
prior to the pandemic. Canadian manufacturers have been seeking to leverage the construction market recovery in
the United States, the industry's largest export market. A major reason the United States receives nearly 90.0% of
industry exports is due to its proximity and participation in the United States-Mexico-Canada Agreement. For the
same reasons, Mexico receives the second-largest amount of industry exports. Furthermore, industry exports
benefited from the depreciation of the CEER index over much of the past five years. However, IBISWorld projects
the total value of industry exports to fall an annualized 1.2% to $1.3 billion over the five years to 2021, satisfying
60.4% of revenue in 2021. However, with the expected depreciation of the CEER index, IBISWorld expects exports'
share of revenue to increase over the five years to 2026.
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Business
Locations

  The distribution of establishments in the Hardware Manufacturing industry in Canada correlates with the distribution of the
population. Industry goods are mainly used in the construction and automobile sectors. Therefore, the higher the population in the
area, the higher demand for industry goods. On the whole, hardware manufacturing establishments in Canada are located in the
regions of Ontario, Quebec, British Columbia and Alberta.

According to Statistics Canada, over 85.0% of the Canadian population lives in Quebec, Ontario, British Columbia and Alberta.
With a population of more than 37.0 million people dispersed across a large geographic area, the majority of the population tends
to live in the southern part of the country, which is also home to 17 of Canada's largest cities. Ontario, home to 38.8% of the
population in 2021, accounts for an estimated 56.3% of total establishments. Quebec follows with 21.1% of industry
establishments and a similar 22.5% of the population in 2021.

British Columbia houses 10.8% of industry establishments and 13.5% of the population in 2021. Lastly, Alberta is home to 11.7%
of the population and 7.0% of industry establishments in 2021. This reflects the desire of hardware manufacturers to be located
close to their selected markets given the nature of the production process and the interest to save on transportation costs.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Hardware Manufacturing in Canada has a low level of market share concentration, with the industry's largest
player expected to account for less than 10.0% of industry revenue in 2021. The majority of industry operators are
small- to medium-sized companies. According to Statistics Canada and IBISWorld estimates, 90.8% of industry
enterprises employ fewer than 50 workers, with over 70.0% employing fewer than 10 workers. Since this industry
produces a variety of offerings, opportunities for small, localized producers arise to specialize in certain product
types or markets. Furthermore, as more operators are exiting the industry or being acquired by larger players, the
concentration in the industry has declined. Moreover, other companies have moved operations offshore to take
advantage of less expensive labour abroad. With these conditions expected to remain unchanged, industry
concentration is expected to remain low over the five years to 2026.

Key Success
Factors

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

Economies of scale:
The large pool of standardized products gives an advantage to those that have the ability to achieve production at
low cost through economies of scale.

Establishment of brand names:
In this highly price competitive industry, having a strong brand name is critical for attracting and retaining customers.
Fostering brand loyalty can help mitigate the effects of low pricing for standardized products.

Having a diverse range of clients:
Most sales efforts are concentrated through in-house sales personnel and across a diverse range of clients in a
variety of downstream markets.

Development of new products:
Product design innovation in terms of aesthetics and functionality is critical for success in consumer-related product
markets.

Establishment of export markets:
Exports play an integral role in determining the pace of industry revenue growth. Development of export markets is
crucial for an operator's success.

Having a good technical knowledge of the product:
Employees with a high level of technical knowledge of the product and end user exposure create an image of
quality.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 7.3% of industry revenue in 2021, down from
13.5% in 2016. Imports satisfy over 70.0% of domestic demand, posing
an ongoing threat to operators. Additionally, the world price of steel, a
key input in industry products, experienced volatile growth over the past
five years. Volatile input prices make it hard for producers to price
products effectively, leading to uneven industry profit growth.

In addition, due to the industry's sensitivity to currency exchange rates,
the Canadian dollar depreciating supported industry demand over much
of the five years to 2021, though the dollar is expected to appreciate
sharply over 2021. Moreover, IBISWorld anticipates the increase of
business consolidation, capital investments toward a more
standardized process and focus to provide higher-value products to
have supported industry profit. However, as the Canadian dollar is
expected to resume depreciating over the five years to 2026, which will
support growth. As a result, profit is forecast to expand over the next
five years as the economy recovers from the COVID-19 (coronavirus)
pandemic.

 

  Wages

Industry wages are estimated to account for 17.1% of revenue in 2021,
down from 17.6% in 2016. The industry shed many of its employees in
the worst of the recession as plants closed and producers attempted to
stay profitable during periods of weak sales and low prices. The total
number of industry employees increased over the five years to 2021
while revenue grew, as surges of export demand required more
workers. As a result, wages as a share of revenue have climbed over
the past five years.

 



Hardware Manufacturing in Canada August 2021

25 IBISWorld.com

  Purchases

Similar to other fabricated metal manufacturers, operators in the
industry are most susceptible to changes in the cost of input materials,
as they constitute the largest component of the average player's cost
structure. As a percentage of revenue, purchases account for 53.7% of
industry revenue in 2021, a share that has grown slightly over the past
five years. Ferrous and nonferrous metals used in the manufacturing of
hardware are the largest part of purchasing costs. The main raw
material inputs required by producers in this industry include steel,
brass, bronze, aluminum and zinc. Operators in this industry also buy
finished goods from upstream metal and plastics manufacturers. These
include hardware input components such as screws, nuts, bolts,
springs, metal colouring and coating services.

Players manage price risk by entering into sales contracts, which
generally include both ferrous and nonferrous based pricing terms that
account for price volatility under commercial supply contracts. Such
terms include a fixed price or an upper limit to the metal component
pricing. Despite these measures, companies remain susceptible to
market price fluctuations between contracts in either the long term or
short term.

 

  Marketing

Marketing costs are projected to account for 1.5% of revenue in 2021.
With operators selling products to retailers and wholesalers, traditional
advertising is not part of this industry.
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  Depreciation

Depreciation costs are low because industry operators are not required
to continuously invest heavily on expensive machinery and equipment.
Thus, depreciation costs account for 2.0% of industry revenue in 2021.

 

  Rent

Rent costs account for 2.4% of revenue in 2021, as most manufacturing
activity is done on-site. Companies rent large warehouses for
production and for storing raw materials and finished goods before
shipping them. These costs are expected to have declined due to
operators exiting and consolidating operations to remain profitable over
the past five years.

 

  Utilities

Utilities have remained relatively stable as a share of revenue over the
five years to 2021. Utilities include natural gas, electricity and water that
are used in operating production plants and offices. Utilities are
expected to account for 1.0% of industry revenue in 2021.

 

  Other Costs

The distribution of other expenses include distribution for new and
existing lines, leases on buildings, vehicles, communication, legal and
accounting expenses. Together, these expenses are expected to
account for the remaining 14.9% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  In general, the Hardware Manufacturing in Canada endures competition
on two levels: internal and external.

Internal competition comprises competitive factors common to all or most companies within the industry, while
external competition represents threats based in other industries, primarily from imports.

INTERNAL COMPETITION

Price, quality and product technology form the primary bases of
competition in the industry.

Of these, price is the most important factor due to more affordable imports for many product lines. Less expensive
imports establish a price ceiling, especially for standardized products, thus hindering the industry's ability to pass on
rising costs to their customers. Price-based competition and a strong brand are particularly important in construction
hardware products because there is often little perceived difference between goods and services from a customer's
perspective.

Offering high-quality and diverse products with the flexibility to meet customer needs on a timely basis is another
crucial differentiating factor in attaining market competitiveness. This is accomplished by successfully using
inventory management tools, maintaining cost-effective operations and expanding product lines with an emphasis
on design and development. Furniture manufacturers, in particular, favour new and often custom-made designs.
Industry manufacturers can often carve out a niche with specific customers by offering such custom products.

EXTERNAL COMPETITION

The industry experiences substantial external competition from imports.

This trend is expected to continue increasing over the next five years. The lower labour costs achievable in overseas
manufacturing facilities enables those producers, particularly in China or Mexico, to price hardware products less
expensive relative to Canadian producers, even when raw material prices (e.g. steel) increase worldwide. In turn,
this price-based competition has led Canadian companies to increase their operational efficiencies, primarily through
employee reductions that also lower wage costs.

The level of competition is forecast to grow as a result of the COVID-19 (coronavirus) pandemic. As industry
revenue falls due to decreased demand amid high levels of economic uncertainty and low levels of exports, industry
operators must compete more fiercely for the remaining revenue opportunities in a shrinking market.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  Barriers to entry in the Hardware Manufacturing industry
in Canada are high and include substantial capital
requirements, access to distribution networks and, in
some product segments, skilled labour. Establishing a
brand name also presents an obstacle for some new
entrants. Overall, these barriers reflect the growing
market concentration among hardware manufacturers.

The most significant barrier to entry in the industry is the
ability to manufacture hardware products at competitive
prices. Stiff competition from less expensive imports,
especially from China, Taiwan and Mexico, places intense
pricing pressure on Canadian manufacturers to maximize
the productivity and efficiency of their operations. This is
usually achieved by having larger scale production
facilities that enable operators to achieve economies of
scale. However, such facilities need substantial
investment of capital. Regardless of the particular product
segment, to compete effectively, new entrants need to
invest in production equipment and facilities to attain
comparable production efficiencies to existing players,
particularly the larger, established operators.

The existing distribution and network relationships
established by incumbent companies pose significant
barriers to entry in this industry. These larger businesses
have established relationships with major wholesalers,
distributors, suppliers and customers. Thus, they are able
to produce and distribute goods and services at lower
costs than new entrants. This presents a headwind and
deters entry to new participants.

For those in the industry concerned with selling to end
users, advertising and established branding is a
significant barrier to entry in this industry. Particularly in
the appliance segment, the largest players benefit from
brand recognition in their respective markets. Branding is
particularly important for consumer markets that
reluctantly adopt new or unknown brands. Thus, new
companies experience challenges in creating brand
awareness. However, the issue becomes less prominent
if a new entrant decides to target the supply chains of
other industries.

Finally, customer specifications for door, mechanical and
electromagnetic locks or other forms of electrified builders'
hardware have high degrees of functional ability
embedded in them. Thus, new entrants must attract
skilled labour, especially technical engineers, which
represents a significant cost.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The level of globalization in the Hardware Manufacturing industry in Canada is high and increasing. Imports are
anticipated to account for over 70.0% of domestic demand in 2021. With increasing cost pressures, competition from
imports is expected to grow as many domestic operators will be unable to compete with the price of imported goods and,
subsequently, will either move operations abroad or exit the industry. Furthermore, downstream markets such as
automobile and furniture manufacturers are also building production facilities abroad, expanding revenue from exports.
Exports are expected to account for over 60.0% of industry revenue in 2021.

Foreign ownership of Canadian-based companies in the industry has increased over the past decade. In 2012, Helton
Industries Ltd. was acquired by Assa Abloy AB (Assa), a Swedish company. In addition, several foreign companies,
particularly US-based, have set up Canadian subsidiaries. Meanwhile, many Canadian manufacturers have been
relocating manufacturing facilities or outsourcing these activities to cost competitive countries, such as China, with this
trend expected to continue. In addition, Assa successfully acquired over 200 businesses since 1994.

This high level of globalization is expected to cause revenue disruptions for the industry amid the COVID-19 (coronavirus)
pandemic. Trade activity is expected to fall, which will cut into an important revenue resource, in exports, while falling
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domestic consumer spending will also cut into revenue.
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Major Companies

Major Players Assa Abloy AB

Market Share: 6.4%

Brand Names Helton Industries, FlexiForce

  Assa Abloy AB (Assa) is a global leader in access control solutions, focusing on identification technology, automatic
doors and hotel security. Founded in 1994, today, the company is headquartered in Stockholm, Sweden, employing
an estimated 48,000 people, with operations in over 70 countries in 2020 (latest data available). The company
generated $13.1 billion in 2020, as well.

According to Assa's annual report, the company operates across four reportable segments, which include
mechanical locks, lock systems and fittings; entrance automation; electromechanical and electronic locks; and
security doors and hardware. The company's industry-relevant operations include its mechanical locks and security
doors segments. However, the entrance systems segment is not industry relevant (IBISWorld report 33232CA). The
company operates in the Canadian market through its FlexiForce brand. In addition, security doors, door frames and
locks are the major products purchased by nonresidential customers in North America. This coincides with the
increasing demand for sustainable products and solutions due to the growing desire for Leadership in Energy and
Environmental Design (LEED) building certifications in the nonresidential market. Assa also places considerable
weight on product innovation, particularly regarding product design and user-specific security solutions. However,
IBISWorld projects domestic operations to represent less than 10.0% of the company's North American
performance.

Financial performance

The company's industry-relevant revenue is expected to decrease an annualized 2.6% to $137.7 million over the five
years to 2021. The company reports its annual financial data in Swedish Krona, with the fluctuations in the
exchange rate affecting the company's industry-relevant performance, though Canadian activity has fallen through
the period. Additionally, the company's industry-relevant operations have been declining as a share of revenue over
the past five years. This is due to the increased number of acquisitions strengthening its electronic locks and
automation products. Due to increased focused in its entrance automation segment, industry-relevant shares of
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North America and domestic sales have dropped as a share of revenue, hindering performance in 2018.
Consequently, industry revenue and operating profit contracted that same year. Overall, IBISWorld expects the
company's industry-relevant operating profit, measured as earnings before interest and taxes, to decrease an
annualized 2.9% to $18.4 million over the past five years.

 
Assa Abloy AB (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 157.4 N/C 21.3 N/C
2017 164.6 4.6 26.7 25.4
2018 169.7 3.1 12.3 -53.9
2019 133.8 -21.2 20.8 69.1
2020 130.4 -2.5 18.5 -11.1
2021 137.7 5.6 18.4 -0.5

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

Other Companies Eberhard Hardware Manufacturing Ltd.

  Market Share: 1.7%
  Eberhard Hardware Manufacturing Ltd. (Eberhard) is a division of the Eastern Company and located in Tillsonburg,

ON. The company has a 2,880.0 square metre manufacturing facility that handles welding, feed-controlled stamping
presses, prototyping, final assembly and engineering design. Canadian operations are a subsidiary of Eberhard
Manufacturing Company, headquartered in Ohio in 1879. IBISWorld expects the company's industry-relevant
revenue to reach $36.1 million in 2021.

Fortune Brands Home & Security Inc.

  Fortune Brands Home & Security Inc. (FBHS) was established in 2011 and is a home and security products
company with headquarters in Deerfield, IL. FBHS was previously owned by Fortune Brands, a consumer brands
company formed in 1985. The company operates facilities in the United States, China and other international
locations. The company operates in four business segments, which include cabinets, plumbing, doors and security.

The doors and security divisions manufacture industry-relevant goods through the Master Lock brand under the
Therma-Tru brand, Therma-Tru Corporation. Established in 1921, Master Lock is a subsidiary of FBHS that
manufactures and distributes key-controlled and combination padlocks; bicycle and cable locks; built-in locker locks;
door hardware; automotive, trailer and towing locks; and other security devices to industrial users, original
equipment manufacturers, wholesale distributors and retail outlets. Master Lock also produces Dudley locks, which
are the most popular locks used in schools across Canada. However, after the acquisition of Dudley locks, domestic
production facilities are projected to have closed. In addition, Therma-Tru Corporation operates two manufacturing
facilities, which include one in Butler, IN, while the other is in Matamoros, Mexico. Consequently, the company does
not operate any facilities in Canada and does not directly participate in the industry.

Stanley Black & Decker Inc.

  Stanley Black & Decker Inc. (Stanley B&D) manufactures tools, locks and hardware products, while also providing
security products. The company, which is headquartered in New Britain, CT, is the product of a 2010 merger
between the Stanley Works and the Black and Decker Corporation.

Stanley B&D segments its operations into three reportable segments, which include tools and storage; industrial;
and security. Although the tools and storage segment is not industry relevant, the company operates through its
industrial and security operations. The security segment provides access and security solutions that include the
manufacturing of door and cabinet knobs and hinges, door stops, kick plates, house numbers, gate hardware,
cabinet pulls, hooks, braces and shelf brackets. Lastly, the industrial segment manufactures and markets industrial
and automotive mechanics tools and storage systems, metal and plastic fasteners and engineered fastening
systems, hydraulic tools and specialty tools. The company's tools and storage operation over the five years to 2021
has been pivotal to the company's overall growth, with recent investment and acquisitions supporting growth for the
foreseeable future. However, the company does not operate any facilities in Canada and does not directly
participate in the industry.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Hardware Manufacturing industry in Canada is
characterized by a low to medium level of capital intensity.
Industry operators are expected to spend $0.12 on capital
investments for every $1.00 spent on labour in 2021. Most
expenditures focus largely on machinery and equipment
rather than property, structures or vehicles. Notably,
companies that produce on a large scale are more capital
intensive, while small- to medium-sized operators have
lower capital expenditures and greater labour intensity.
This is reflected when reviewing the industry's wage costs
during the five-year period. IBISWorld projects wage costs
to fall as a share of revenue from over the five years to
2021. The industry is expected to thread between a low
level of capital intensity to a moderate level, as more
investments are made in technology. Consequently,
IBISWorld expects capital intensity to remain unchanged
over the five years to 2026.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change
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  The most relevant disruptive force in the Hardware Manufacturing industry in
Canada is the emergence of the fourth industrial revolution, also recognized
as Industry 4.0.

Industry 4.0 follows the innovations made in robotics, computer control and simple automation to increase production.
Furthermore, Industry 4.0 uses the benefits of networks and business intelligence, gathered from big data and the Internet
of Things, to get real-time feedback. As a result, operators manage a smarter facility with the ability to remain reactive,
while maintaining its adaptive nature. However, 3D printing is also an improving initiative that promotes alternative
materials, diminishing reliance on metal and steel products and posing a threat to the industry.

The level of technology change is    Medium

  The technology employed by the Hardware Manufacturing industry in Canada
varies across product segments.

However, overall change is moderate as most products and the processes used to create them are well-established. When
changes occur, operators focus on improving efficiency and lowering costs through reducing energy usage or labour-
intensity. Most of the manufacturing processes used by this industry are similar to those used in casting or forging. Casting
involves pouring molten metal into a mould and enabling it to set as it cools. A great level of detail is attainable using this
method, making it suited for ornamental designs. The forging of metal entails heating a piece of metal and using force to
create the desired shape. This process is often automated and creates a strong piece of metal that has well-defined shape,
but limited detail.

There is an increasing complexity and precision required by customers that buy automobile body and appliance parts. The
diverse range of components and consumer preferences requires the flexibility and efficiency of manufacturing machinery.
Production facilities need flexibility to change its production schedules and produce profitable batch runs of varying sizes.
Therefore, customization and flexibility of machinery and equipment is necessary to meet the various needs of customers.
Similarly, the use of electromechanics in security doors is an area of increasing complexity. These projects focus on
electronic and mechanical access products that are then integrated into an overseeing computer security network.
Therefore, investment in research and development is key in participating in the industry's growing product segments.

The use of computer technology has lowered labour intensity in some parts of this industry and instead has increased the
need for skilled labour. Also, the use of electronic data interchange and computerized inventory control methods have
affected distribution. These developments have favoured large enterprises that can afford to invest in new inventory control
equipment and processes.

Revenue
Volatility

The level of volatility is    High

  The Hardware Manufacturing industry in Canada has a high level of revenue
volatility.
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Moreover, the industry experienced a growth rate of 13.3% in 2019, as well as a decline of 17.0% in 2018. Similar to the
majority of the manufacturing sector, this industry rises and falls in response to downstream demand from key industries.
For hardware manufacturing, industry revenue is influenced by demand from residential construction, consumer spending,
price of key inputs such as steel and the volume of imports entering the Canadian market. Since imports satisfy over 70.0%
of domestic demand and exports generate over 60.0% of revenue, this industry is very sensitive to fluctuations in currency
exchange rates. Revenue is anticipated to grow at a relatively stable rate over the five years to 2026, though unforeseen
fluctuations may occur and affect the level of revenue volatility for the industry.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Operators in the Hardware Manufacturing industry in Canada are subject to
various federal and provincial regulations relating to the protection of the
environment.

These laws and regulations impose limitations on the discharge of materials into the environment and require companies to
obtain and operate in compliance with government regulations. The Impact Assessment Agency of Canada (IAAC) states
that companies must comply with all laws regulating the discharge of materials into the environment, remediation
agreements and other actions relating to the environment. Most industry operators have developed extensive
environmental, health and safety policies and procedures that include the proper handling, storage and disposal of
hazardous materials.

Product standards fall into three basic categories and are set at one of three levels. The three categories used are:
communication standards that define the basic terms and symbols for potentially hazardous materials; design standards
that establish dimensions, tolerances and other physical characteristics of products; and performance standards that
provide a voluntary method of rating products. The levels used are defined as the industry level, the national level and the
international level. The Builders Hardware Manufactures Association (BHMA), an industry association founded in 1925,
coordinates standards across North America with international standards so that Canadian products can be used
worldwide.

The Canadian General Standards Board (CGSB) overlooks certification of products and services, registration of quality and
environmental management systems, among other things. Moreover, the Canadian Centre for Occupational Health and
Safety offers information and training for proper workplace safety across a range of industries. Manufacturers are thusly
also subject to labour laws that outline standards regarding worker safety, compensation and other protective statutes.

Industry
Assistance

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

The Hardware Manufacturing industry in Canada receives a moderate level of
government assistance, primarily through tariffs.

Imports of hardware-manufactured products into Canada are subject to a Most Favoured Nation Tariff rate of 3.5%.
However, imports that originate from countries that have signed free trade agreements with Canada, such as the United
States and Mexico, are excluded from paying tariffs. Although this agreement was in place, the United States announced a
respective 25.0% and 10.0% tariff on steel and aluminum imports. Although the United States lifted these tariffs, continued
tensions and unforeseen agreements will likely affect the industry.

Additionally, some operators in the industry are members of the Canadian Hardware & Housewares Manufacturers
Association, which is an industry organization for the industry. This professional organization provides Canadian hardware
manufacturers with information regarding industry-specific market conditions, as well as general information and advice on
legislation affecting companies. Members seek to advance public policies to advance Canadian producers'
competitiveness, innovation, environmental performance, skilled and productive workforce and community responsibility.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020 as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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)

Canadian
effective

exchange rate
(Index)

2012 1,222 393 197 181 4,149 972 1,916 219 2,166 131
2013 1,189 380 195 179 4,279 971 1,900 230 2,118 127
2014 1,485 432 189 176 5,114 1,090 2,079 258 2,474 119
2015 1,895 538 193 176 5,939 1,287 2,450 334 3,058 110
2016 1,978 612 187 173 5,199 1,389 2,537 303 3,125 108
2017 2,238 653 196 174 6,161 1,359 1,967 362 2,847 110
2018 1,857 489 195 175 5,613 1,433 2,037 310 2,461 109
2019 2,104 617 183 173 6,333 1,537 2,077 359 2,644 109
2020 2,066 407 170 169 6,263 1,275 1,853 354 2,644 108
2021 2,165 573 171 170 6,532 1,308 2,151 370 3,007 115
2022 2,147 581 169 168 6,539 1,302 2,092 369 2,937 114
2023 2,151 581 168 167 6,559 1,307 2,077 370 2,921 113
2024 2,177 587 167 166 6,651 1,325 2,088 375 2,940 113
2025 2,203 592 166 165 6,704 1,342 2,098 379 2,959 112
2026 2,229 596 164 163 6,774 1,360 2,108 383 2,977 112

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian
effective

exchange rate
(%)

2012 1.08 6.07 1.02 -1.64 4.03 6.56 13.7 0.32 9.25 -0.20
2013 -2.70 -3.31 -1.02 -1.11 3.13 -0.07 -0.80 4.74 -2.20 -3.46
2014 24.9 13.8 -3.08 -1.68 19.5 12.2 9.41 12.4 16.8 -5.82
2015 27.7 24.4 2.11 0.00 16.1 18.1 17.8 29.3 23.6 -7.83
2016 4.33 13.9 -3.11 -1.71 -12.5 7.94 3.57 -9.35 2.20 -1.45
2017 13.2 6.71 4.81 0.57 18.5 -2.21 -22.5 19.6 -8.90 1.48
2018 -17.0 -25.2 -0.52 0.57 -8.90 5.49 3.55 -14.4 -13.6 -0.63
2019 13.3 26.1 -6.16 -1.15 12.8 7.23 1.93 15.6 7.41 -0.57
2020 -1.79 -33.9 -7.11 -2.32 -1.11 -17.1 -10.8 -1.23 0.03 -0.59
2021 4.75 40.5 0.58 0.59 4.29 2.58 16.1 4.37 13.7 6.87
2022 -0.84 1.41 -1.17 -1.18 0.10 -0.45 -2.73 -0.09 -2.36 -1.29
2023 0.19 0.05 -0.60 -0.60 0.30 0.37 -0.72 0.29 -0.53 -0.61
2024 1.22 1.01 -0.60 -0.60 1.40 1.36 0.52 1.34 0.67 -0.46
2025 1.18 0.80 -0.60 -0.61 0.79 1.32 0.49 0.87 0.63 -0.47
2026 1.17 0.81 -1.21 -1.22 1.04 1.31 0.46 1.08 0.61 -0.47

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 32.1 88.4 79.5 295 18.0 21.1 52,880
2013 31.9 89.7 81.7 278 19.3 21.9 53,704
2014 29.1 84.0 73.4 290 17.4 27.1 50,489
2015 28.4 80.1 67.9 319 17.6 30.8 56,222
2016 31.0 81.2 70.3 380 15.3 27.8 58,223
2017 29.2 69.1 60.7 363 16.2 31.4 58,740
2018 26.3 82.8 77.2 331 16.7 28.8 55,229
2019 29.3 78.6 73.1 332 17.0 34.6 56,608
2020 19.7 70.1 61.7 330 17.1 36.8 56,538
2021 26.4 71.5 60.4 331 17.1 38.2 56,583
2022 27.0 71.2 60.6 328 17.2 38.7 56,477
2023 27.0 71.1 60.8 328 17.2 39.0 56,472
2024 27.0 71.0 60.8 327 17.2 39.8 56,443
2025 26.9 70.9 60.9 329 17.2 40.4 56,489
2026 26.8 70.8 61.0 329 17.2 41.3 56,510

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Hardware & Housewares Manufacturers Association
http://www.chhma.ca

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

CSA Group
http://www.csagroup.org

Hardlines
http://www.hardlines.ca

Industry Jargon CASTING
A manufacturing process by which a liquid material is usually poured into a mould that contains a hollow cavity of
the desired share.

DO-IT-YOURSELF
Building, modifying or repairing something without the aid of experts or professionals.

ELECTRONIC DATA INTERCHANGE
The transmission of electronic documents between businesses from one computer system to another.

MOST FAVOURED NATION TARIFF
The trade status of a country that is characterized by low tariffs and limited restrictions. It is also commonly referred
to as Normal Trade Relations (NTR).

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

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2021 IBISWorld Inc.
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