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

  INDUSTRY REPORT 33299BCA

Ball Bearing Manufacturing in Canada

Rolling along: Operators will likely capture more domestic opportunities due to growing
key markets

Shawn McGrath  |  August 2021



Ball Bearing Manufacturing in Canada August 2021

2 IBISWorld.com

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

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

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

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

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

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

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

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
International Trade............................................................ 21
Business Locations........................................................... 22

COMPETITIVE LANDSCAPE.......................... 24

Market Share Concentration............................................. 24
Key Success Factors........................................................24
Cost Structure Benchmarks............................................. 25
Basis of Competition......................................................... 28
Barriers to Entry............................................................... 28
Industry Globalization........................................................29

MAJOR COMPANIES...................................... 31

Major Players.................................................................... 31
Other Companies.............................................................. 33

OPERATING CONDITIONS............................ 34

Capital Intensity................................................................. 34
Technology & Systems......................................................35
Revenue Volatility..............................................................36
Regulation & Policy........................................................... 36
Industry Assistance........................................................... 37

KEY STATISTICS............................................ 38

Industry Data..................................................................... 38
Annual Change..................................................................38
Key Ratios......................................................................... 38

ADDITIONAL RESOURCES............................39

Additional Resources........................................................ 39
Industry Jargon..................................................................39
Glossary............................................................................ 39



Ball Bearing Manufacturing in Canada August 2021

3 IBISWorld.com

COVID-19
(Coronavirus)
Impact Update

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

• The Ball Bearing Manufacturing industry relies heavily on exports and suffers from a high degree of import
penetration. As manufacturing activity slowed, import penetration decreased, but this was offset by a lack of demand
for exports, cutting into revenue. For more detail, please see the International Trade chapter.

• Industry products are used primarily as inputs for several downstream manufacturing industries, including the
automotive industry. As manufacturing activity declined worldwide, demand fell sharply. For more detail, please see
the Demand Determinents chapter.

• The industry relies on commodities for inputs, including steel. As financial markets destablilized amid economic
uncertainty, industry profit margin fell as steel and other commodity prices became more volatile. 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 This industry manufactures ball bearings and roller bearings, which are small machines that constrain motion and

reduce friction between moving parts of vehicles and other equipment. Major markets include the transportation,
defence, aerospace and energy sectors. This industry does not manufacture plain (nonball and nonroller) bearings.

Major Players Timken

Schaeffler Group

NTN

Main Activities The primary activities of this industry are:

Manufacturing ball bearings

Manufacturing roller bearings

Manufacturing separate parts for bearings

Manufacturing separate housing for bearings

The major products and services in this industry are:

Ball bearings

Housing for bearings (sold separately)

Components for bearings (sold separately)

Other roller bearings

Tapered roller bearings

Spherical roller bearings

Needle roller bearings
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Supply Chain

SIMILAR INDUSTRIES

Structural Metal Product
Manufacturing in Canada

Screw, Nut & Bolt Manufacturing
in Canada

Engine & Turbine Manufacturing
in Canada

Wind Turbine Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Ball Bearing Manufacturing in the
US

Industrial Machinery
Manufacturing in Australia

Bearing & Gear Manufacturing in
the UK

Industrial Machinery and Gaming
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$629.0m
Revenue

Annual Growth

2016–2021

2.1%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

$47.8m
Profit

Annual Growth

2016–2021

-4.3%

  Annual Growth

2016–2021

 

7.6%
Profit Margin

Annual Growth

2016–2021

-2.9pp

  Annual Growth

2016–2021

 

16
Businesses

 

1,953
Employment

Annual Growth

2016–2021

1.6%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

 

$113.8m
Wages

Annual Growth

2016–2021

0.8%

Annual Growth

2021–2026

0.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-7.8%
Demand from motor vehicle
manufacturing

20.6%
World price of steel

2.6pp
Industrial capacity utilization

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Aggregate private investment has experienced slow growth,
which has hurt demand in the industry

 Increased consolidation in the industry has alleviated the
pressure of volatile steel prices

 Despite a consolidation trend, expanding revenue has
required companies to expand their workforce

 Continued economic recovery is expected to result in slight
revenue growth

 The overall increase in manufacturing activity from
automotive and industrial markets is expected to pick up

 Revenue is expected to outpace wages and economies of
scale

 The industry is highly globalized due to the significance of
trade and the ownership structure of its major companies
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Imports

  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)

  World price of steel
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Executive Summary Rolling along: Operators will likely capture more domestic opportunities
due to growing key markets

The Ball Bearing Manufacturing industry in Canada grown in 2021, despite weak performance through much of the
period. The industry manufactures ball and roller bearings, which reduce friction and control motion between two or
more rotating parts. Bearings are needed for the manufacturing of vehicles in the transportation, defence and
aerospace sectors and for the manufacturing of other equipment with rotating parts. Therefore, the industry depends
on demand from a variety of manufacturing markets. Weak activity from these downstream industries and strong
competitive pressures from imports have hindered the growth of the industry. As a result, industry revenue is
expected to grow an annualized 2.1% to $629.0 million over the five years to 2021. This includes an anticipated
20.4% growth in 2021 alone as steel prices skyrocket and economic recovery from the COVID-19 (coronavirus)
pandemic begins in earnest.

The industry is small and consolidated, made up of only an estimated 16 companies and 17 production facilities.
Revenue from exports is key to the industry's performance because the domestic market for bearings is heavily
penetrated by imports. Exports have grown slightly during the period as a result of a weakening loonie through much
of the period, which moderated shrinking demand. The industry is highly globalized due to the significance of trade
and the ownership structure of its major companies. Multinationals are able to use economies of scale in
procurement and production to contain costs and remain competitive despite high import penetration. Profit has
remained high, as a result of industry consolidation, though volatile steel prices, as well as the pandemic have
hindered it over the past five years.

The industry is projected to recover and grow more slowly over the next five years, climbing an annualized 0.3% to
$639.9 million over the five years to 2026. Operators are expected to capture more opportunities domestically as
key manufacturing markets grow and increase their activity. Aggregate private investment in Canada is expected to
grow, supporting manufacturing activity to the benefit of ball bearing manufacturers. While depreciation of the
Canadian dollar will support exports, falling steel prices from their expected high in 2021 will serve to moderate
growth over the next five years.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

This industry is export intensive, making changes in exchange rates relevant to industry performance. The Canadian
effective exchange rate index (CEER) measures the strength of the Canadian dollar relative to the currencies of
Canada's primary trading partners and has an effect on export competitiveness. A strong Canadian dollar, reflected
in a high index value, makes exports less competitive in global markets while a weak dollar boosts exports. The
CEER is expected to grow in 2021, posing a potential threat to the industry.

 

Demand from motor vehicle manufacturing

Automotive manufacturers demand roller and ball bearings for reducing friction and controlling vehicle motion.
Demand from industry operators spurs revenue growth for ball bearing manufacturers. However, demand from
motor vehicle manufacturing is expected to grow in 2021, representing a potential opportunity for the industry.

 

Industrial capacity utilization

This index measures the ratio of industrial output to potential full capacity output. Manufacturers in industrial sectors
represent the major markets for industry products such as bearings. Consequently, higher industrial capacity
utilization spurs demand for industry products. Industrial capacity utilization is expected to grow in 2021.

 

World price of steel

Most bearings are made of steel, making this metal a key purchase for operators. Rising steel prices can translate
into higher prices for industry products, but declines also means lowered prices and can hurt industry revenue
prospects. The world price of steel is expected to grow sharply in 2021.
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Current
Performance

The Ball Bearing Manufacturing industry in Canada has grown over the
five years to 2021, despite sluggish activity through much of the period.

The industry's performance depends on a variety of downstream clients that demand its products, including the
automotive, aerospace, construction, agriculture and mining industries. Bearings are small machines that consist of
metallic balls, spheres, cylinders or needles contained within outer races that reduce friction and control motion.
They are used in the manufacturing of vehicles, aircraft, guns and blenders, among other products and are integral
components of most industrial activity, which sustains demand for industry products. Operators also export heavily
to manufacturers in other countries, especially the United States. Therefore, exchange rates have a significant effect
on the export market's performance. However, industry revenue is also heavily correlated with commodity prices,
particularly steel, which has been a significant contributor to industry performance during the current period.

Overall, industry revenue is expected to increase an annualized 2.1% to $629.0 million over the five years to 2021.
This includes sharp 20.4% growth in 2021 alone as steel prices are forecast to skyrocket 36.0% in the wake of the
COVID-19 (coronavirus) pandemic, which is expected to erode revenue over 2020 due to volatile commodity prices,
high levels of economic uncertainty and trade difficulties.

RISING COMPETITION AND TRADE

The manufacturing sector in Canada, which comprises the industry's
major markets, has performed below the performance of the general
economy over the five years to 2021.

Industrial capacity utilization, which measures industrial output relative to potential full capacity output, has
increased an annualized 0.2% during the period, which has mitigated domestic demand. Plus, the precipitous
decline in major commodity prices in 2015, principally steel, aluminum and crude oil, has had a profound effect on
these downstream markets and has accordingly influenced patterns of industry activity. Aggregate private
investment has also experienced slow growth during the period, which has also hurt demand in the industry and in
downstream markets.

In addition, not all domestic demand translates into domestic revenue. An estimated 86.0% of domestic demand is
satisfied by imports. Foreign manufacturers have successfully penetrated the Canadian market, aided by higher cost
efficiency and the ease and low cost of transporting bearings, which are light and compact. Sources of imported
bearings include the United States, Germany and Japan, which are prominent global manufacturers of cars, car
parts and related inputs, exhibiting high efficiency in all parts of the supply chain. Imports are expected to grow an
annualized 3.4% to $1.6 billion during the period as a result of strong expected demand in 2021 as the pandemic
recedes, with imports climbing 42.2% in 2021 alone after largely stagnating prior to the pandemic.

Conversely, the Canadian dollar is expected to appreciate over the five years to 2021 as a result of strong inflation
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in 2021 alone. This is measured by the Canadian effective exchange rate index, which is forecast to decrease an
annualized 1.3%, aiding industry imports. Appreciation in the value of the loonie makes domestic products less
attractive in the international marketplace. This trend is expected to be short-term and is forecast to slow export
growth in 2021. This, combined with trade difficulties amid the coronavirus pandemic, is expected to result in exports
climbing an annualized 1.1% to $361.2 million over the five years to 2021. This represents an estimated 57.4% of
revenue in 2021, which highlights the importance of export markets to the industry that have been crucial for
operators to sustain major headwinds in the domestic market.

PRICE VOLATILITY

Most ball and roller bearings are made of steel, which is a strong and
durable metal and ideal for use in industrial machinery.

Steel is, therefore, a major purchase for bearing manufacturers and is implicitly linked to industry performance.
Although growing steel prices increase production costs, consumers are willing to absorb the cost increase and
operators are able to raise selling prices due to a high and inelastic demand for ball and roller bearings. Conversely,
weak demand and low steel prices pressure operators to lower selling prices, in turn lowering revenue. The world
price of steel has been extremely volatile over the past five years. Steel prices began to decline in 2014 due to an
oversupply from China, which is the world's largest reservoir of steel, pressuring selling prices and revenue over the
past few years. Prices experienced a recovery in 2016 as demand grew and supply remained stable, but the world
price of steel is expected to decline in 2020 once again. This has influenced revenue during the period, but
increased consolidation in the industry has alleviated the pressure of volatile steel prices.

CONSOLIDATION AND GLOBALIZATION

This industry is highly consolidated, with an estimated 16 companies
comprising the industry in 2021.

This is the same total as in 2016. Additionally, the majority of operators are global manufacturers with only one or
two Canadian manufacturing facilities. The largest three industry operators have their headquarters in Japan,
Germany and the United States and have expanded to Canada. These are also among Canada's largest trading
partners, demonstrating their competitiveness in the industry. Despite this consolidation trend, expanding revenue
has required companies to expand their workforce, which is expected to climb an annualized 1.6% to 1,953 workers
during the period.

Although the industry has struggled over the past five years, the profit of the largest operators, which benefit from
solid economies of scale in production and vast procurement and distribution networks, has still kept industry profit
high. However, profit has declined slightly as a result of input volatility, as well as the pandemic. IBISWorld expects
industry profit, measured as earnings before interest and taxes, to account for 7.6% of revenue in 2021, down from
10.5% 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)

World Price
of Steel
(Index)

2012 589 179 22.0 21.0 1,813 358 1,353 114 1,584 204
2013 545 167 24.0 23.0 1,720 297 1,271 106 1,520 195
2014 545 161 23.0 22.0 1,749 308 1,376 106 1,613 187
2015 571 177 21.0 20.0 1,808 345 1,483 110 1,709 131
2016 566 182 17.0 16.0 1,806 341 1,394 110 1,619 144
2017 558 169 17.0 16.0 1,825 344 1,389 108 1,603 187
2018 570 166 19.0 18.0 1,888 373 1,465 110 1,662 218
2019 560 160 21.0 20.0 1,887 366 1,401 108 1,595 177
2020 522 143 16.0 15.0 1,724 306 1,159 99.1 1,375 174
2021 629 175 17.0 16.0 1,953 361 1,648 114 1,916 236
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Industry Outlook
Outlook The Ball Bearing Manufacturing industry in Canada is expected to

continue growing, albeit more slowly, over the five years to 2026 as the
price of steel is expected to level off, which is forecast to balance out the
economic recovery from the COVID-19 (coronavirus) pandemic as the
economy returns to normal through the first part of the outlook period.

Operators are expected to continue enduring strong competition in major export markets such as the United States
and Europe. However, the Canadian dollar is expected to depreciate over the next five years, making foreign goods
less competitive and giving domestic goods an advantage. Nonetheless, continued economic recovery is expected
to result in slight revenue growth during the period. Overall, the industry is expected to expand an annualized 0.3%
to $639.9 million over the five years to 2026.

TRENDS DOMESTICALLY AND ABROAD

The offshoring of manufacturing operations in downstream industries is
expected to continue, which will likely limit revenue growth in the
domestic market.

However, the overall increase in manufacturing activity from automotive and industrial markets is expected to pick
up. Aggregate private investment is expected to grow an annualized 2.3% over the next five years, which is
expected to encourage economic activity across many sectors that demand ball and roller bearing products,
particularly in construction and other industrial activities. Agriculture, construction and mining machinery
manufacturing in Canada is poised to grow over the five years to 2026 after experiencing a contraction during the
pandemic. This is one of the most-important downstream industries and is expected to spur the recovery of the
industry. The overall economic environment of low interest rates and stable consumer and investor confidence are
expected to support the industry's performance during the period.

However, despite a slight reduction in the share of domestic demand satisfied by imports over the next five years as
the Canadian dollar is expected to depreciate, which makes foreign goods less competitive in the domestic market,
import penetration is still expected to remain high. Consequently, imports are expected to shrink an annualized 1.3%
to $1.5 billion over the next five years, satisfying an estimated 85.2% of domestic demand in 2026. Similarly, due to
the depreciation of the Canadian dollar, exports are expected to grow an annualized 0.5% to $371.0 million over the
five years to 2026, with exports as a share of revenue rising to 58.0%. This is partly due to the expected continued
growth of the global economy and as a result, manufacturing activity in countries including the United States and
China. Given the increasing competitiveness of United States manufacturers, operators may need to explore new
export markets to sustain export growth. Emerging markets in Asia and Latin America seem particularly promising
due to their rapidly growing industrial activity, although they may also become saturated with products from Japan,
Germany, the United States and other countries. More importantly, the implementation of the Comprehensive
Economic and Trade Agreement between Canada and the European Union in late 2017 is expected to continue to
bolster international trade during the outlook period.

PARTICIPATION INCREASES SLIGHTLY

Consolidation efforts from major players are expected to continue as the
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industry continues to endure strong headwinds from import penetration,
competition abroad and growing prices of steel, which could lead to
purchase costs rising faster than revenue.

This trend is expected to offset any new entrants to the industry, which may arise as the economy is forecast to
continue growing. Overall, number of enterprises expected to decrease an annualized 1.3% to 15 companies over
the five years to 2026. Still, this merely represents one operator exiting the industry at any given point during the
period due to the industry's small size. Employment is expected to grow an annualized 0.3% to 1,980 workers as
production grows. Profit margin is expected to grow over the next five years as input prices, such as steel, are
expected to decrease, while the economy is expected to expand in the wake of the COVID-19 (coronavirus)
pandemic. Additionally, revenue is expected to outpace wages and economies of scale as well as efficient
production from major players, supporting this growth. The largest players are expected to remain profitable, aided
by consolidation and large-scale production, contributing to strong industry performance. Their established status in
global markets will also help them pass any input cost increases to customers without compromising demand, while
also preserving their access to export markets, which have been a critical bastion of industry activity.

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 629 175 17.0 16.0 1,953 361 1,648 114 1,916 236
2022 619 175 16.0 15.0 1,931 357 1,570 112 1,833 211
2023 611 174 16.0 15.0 1,913 353 1,527 111 1,785 195
2024 615 176 16.0 15.0 1,925 356 1,520 112 1,779 192
2025 627 179 16.0 15.0 1,953 363 1,531 114 1,795 196
2026 640 182 16.0 15.0 1,980 371 1,545 115 1,814 200
2027 652 185 16.0 15.0 2,000 378 1,556 117 1,829 204
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is a high degree of market acceptance

The industry is consolidating

Product classes and major markets are static

The Ball Bearing Manufacturing industry in Canada is in the mature phase of its life cycle, characterized by slow
growth, industry consolidation and market acceptance alongside static product lines and major markets. Despite
significant demand in Canada for bearings, the majority of domestic demand is being met by imports, diminishing
the potential for industry operations. Meanwhile, export markets are becoming increasingly competitive and
saturated with operators being squeezed out of their main export market in the United States by more efficient global
producers. Overall, industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to stagnate over the 10 years to 2026. Comparatively, the Canadian economy is projected to grow an
annualized 2.0% during the same period. Typically, industries that are growing more slowly than the overall
economy is indicative of an industry in decline, but there are other factors that show the industry's maturity.

While the industry's contribution to the economy is slower than the forecast GDP growth, there are signs of
sustained industry operations that keep it from its decline stage. Importantly, while export markets have become
more competitive, domestic operators have focused their activities on international markets during the current
period, crucially at a time when the Canadian dollar was depreciating, thereby restricting total decline. Meanwhile,
while the number of enterprises is expected to decrease during the 10-year period due primarily to consolidation
efforts, this trend is expected to stabilize as the few remaining players maintain their market position. Industry
consolidation is indicative of mature industries.

Furthermore, the products offered by the industry have a high degree of market acceptance. Ball bearings are used
in several different products and for many, including automobiles, there is not a simple substitute. As many
manufacturers rely on industry products, this further indicates an industry's maturity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Industrial Machinery & Equipment Wholesaling in
Canada

Aircraft, Engine & Parts Manufacturing in Canada

Auto Parts Manufacturing in Canada

Forklift & Conveyor Manufacturing in Canada

Construction Machinery Manufacturing in Canada

2nd Tier

Engine & Turbine Manufacturing in Canada

Train, Subway & Transit Car Manufacturing in Canada

Major Household Appliance Manufacturing in Canada

Construction In Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Steel Rolling & Drawing in Canada

Metal Pipe & Tube Manufacturing in Canada

Nonferrous Metal Rolling & Alloying in Canada

2nd Tier

Uranium & Metal Ore Mining

Products & Services

  The Ball Bearing Manufacturing industry in Canada sells several types of
ball bearings, as well as bearing parts, to downstream manufacturers for
use in anything from skateboards to missiles.

BALL BEARINGS

Ball bearings are the most popular industry offering, generating an
estimated 33.9% of revenue in 2021.

A ball bearing is a type of bearing that uses small metallic balls, contained within at least two outer races, to
separate between the bearing's moving parts. Ball bearings are used to reduce rotational friction in a vehicle and
other moving objects and to support radial and axial loads. Since ball bearings have a lower load capacity than other
(roller type) bearings, they are most popular for use in relatively light equipment, including computer hard drives,
household appliances, ammunition and small missiles. An essential advantage of ball bearings over roller bearings
is that they can tolerate some misalignment of the inner and outer races. This segment has declined as a share of
industry revenue over the past five years as production of other bearings has increased.

ROLLER BEARINGS

Roller bearings are expected to generate 35.5% of industry revenue in
2021.
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This segment comprises bearings that use small metallic cylinders, spheres, needles and other nonball rolling
elements to separate between the bearing's moving parts. Since they generally have a greater contact area than ball
bearings and can carry greater loads, roller bearings are primarily used within the automotive industry. Roller
bearings may be tapered or untapered. The tapered type has impressive load capacity and is used in the wheel
bearings of most cars, trucks and buses. Tapered roller bearings have increased significantly as a share of revenue
over the five years to 2021. Still, if the inner and outer races of the bearing are misaligned, bearing capacity drops
quickly. IBISWorld expects roller bearings to generate an increasing share of industry revenue over the next five
years as demand from heavy-load vehicle manufacturers picks up.

HOUSING FOR BEARINGS (SOLD SEPARATELY)

Housing for bearings, sold separately, are expected to generate an
estimated 21.0% of industry revenue in 2021, a share that has remained
steady over the past five years.

Though bearings do not need to be housed, housing may ensure a longer bearing life. Therefore, housings are used
to improve longevity and functionality and are especially prevalent in export markets.

COMPONENTS FOR BEARINGS SOLD SEPARATELY

Other bearing components, sold separately, are expected to generate an
estimated 9.6% of industry revenue in 2021.

Operators may sell individual parts of roller and ball bearings such as the balls, cylinders, spheres, needles or races
for buyers seeking to repair existing bearings. Demand for parts for bearings is expected to remain stagnant over
the next five years as industrial clients continue to repair their products as they have over the past five years.

Demand
Determinants

Products manufactured by the Ball Bearing Manufacturing industry in
Canada are used in a variety of industrial applications, making demand for
industry products reliant on many factors and markets.

The level of general manufacturing activity in the economy is the key determinant of demand for bearings. IBISWorld
measures the level of manufacturing activity through its industrial utilization capacity index, which is expected to
grow during the five-year period, contributing to industry demand. However, other factors that influence demand
include defence spending, the propensity of manufacturers to produce their own equipment and relevant
technological developments in downstream markets. Plus, since more than half of industry revenue is derived from
export activity, the value of the Canadian dollar relative to other currencies is also important.

As a result, the industry is highly vulnerable to the COVID-19 (coronavirus) pandemic. Ball bearing manufacturers
generate most of their revenue by selling products to downstream manufacturers, whether they are operating
domestically or internationally. Manufacturing activity dipped worldwide amid high levels of economic uncertainty, as
well as policies aimed at reducing the spread of the virus, which reduced downstream demand for industry products.
Similarly, trade activity suffered, as not only were there fewer products to ship, but shippers and ports imposed
similar policies to protect their workers.

Automotive vehicle manufacturers are a key market for industry products since bearings are necessary for reducing
friction and regulating motion in cars, buses and trucks. Generally, the manufacture and purchase of new cars spur
demand for a variety of bearings, especially roller bearings, from industry operators. However, automotive
companies that are original equipment manufacturers (OEMs) produce their own bearings for internal use. Such
activity does not count as industry operations and in turn circumscribes demand for industry products. Therefore, car
manufacturers are an important source of demand for industry products only insofar as they do not manufacture the
entirety of their industrial inputs.

Involvement in military engagements also increases demand for defence and space products that use bearings. This
translates into domestic demand for industry products if Canadian troops are involved in such engagements.
However, bearing manufacturers also export more than half their products, making military engagements and
defence spending in other recipient countries, including the United States, potentially beneficial for them.
Conversely, withdrawal of Canadian, United States and other troops from key conflict regions reduces general
spending on military aircraft and missiles and reduces demand for relevant bearing products.

Technological developments in key manufacturing markets also influence demand for specific bearings over others.
For example, the development of sophisticated aircraft spurs demand for bearings with higher performance
attributes, including strength-to-weight ratio, malleability and corrosive performance.

Finally, the value of the Canadian dollar relative to the currencies of major trading partners influences demand for
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industry products in export markets. Operators benefit from a relatively weak Canadian dollar since it makes their
products more affordable for global customers. A weak Canadian dollar also discourages the purchase of imports
within the Canadian market since consumers have less purchasing power. This may encourage them to switch to
domestically produced industry products instead. The depreciation of the loonie during the current period has lifted
demand for industry products but the dollar is expected to rebound over the outlook period which could place
downward pressure on demand internationally.

Major Markets

  EXPORTS

Operators in the Ball Bearing Manufacturing industry in Canada are
heavily reliant on global demand for industry products.

Export markets represent the largest market for ball bearings manufactured in Canada, accounting for an estimated
57.4% of revenue in 2021. While this share is still high, it's lower than the 60.3% of revenue that exports comprised
in 2016, as trade difficulties amid the COVID-19 (coronavirus) pandemic continued into 2021. The United States
market is especially important for this industry, receiving the majority of exports and comprising manufacturers of
automobiles, aircraft and general industrial equipment. Still, the country's market for bearings has become
increasingly competitive and saturated with domestic products and imports. As a result, Canada-based
manufacturers have been slowly losing ground in that market with exports to the United States growing slowly over
the past five years.

TRANSPORTATION EQUIPMENT MANUFACTURERS

Transportation equipment manufacturers form the largest domestic
market for industry products.

This market comprises manufacturers of airplanes, helicopters, cars, light and heavy-duty trucks and railcars and is
expected to generate an estimated 23.4% of industry revenue in 2021. Cars, railcars and trucks all require ball and
roller bearings for their moving parts. In particular, tapered roller bearings are critical to reducing friction and
controlling motion in high-load vehicles. Spherical and needle bearings have also become increasingly popular in
automotive applications. Demand from automotive manufacturers has declined over the past five years as more
operations move abroad. Meanwhile, within the aerospace sector, airplane and helicopter engine manufacturers
purchase spherical bearings and thin section ball bearings. The aerospace sector primarily purchases custom
bearings that garner higher price premiums, which compensates for its lack of output compared with the domestic
automotive industries.

INDUSTRIAL EQUIPMENT MANUFACTURERS

Industrial equipment manufacturers are the second principal market for
industry products domestically, generating an estimated 16.9% of
industry revenue in 2021.

Sales to this market have grown in recent years due to improved industrial capacity utilization and the
commensurate need for roller and ball bearing products. A variety of industrial applications require bearings. For
example, mining organizations require specific-sized ball and roller bearings for their industrial applications.
Manufacturing companies in the energy sector are also key buyers. Rapidly rising fuel prices have induced a shift
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toward clean energy, with windmills and turbines requiring a multitude of bearing products. Manufacturers of
industrial mowers, blenders and other equipment with moving parts also contribute to demand for industry products.

OTHER MARKETS

Other markets for this industry's products include manufacturers of
household appliances and other nonindustrial equipment with rotating
parts.

Manufacturers of missiles and other defence equipment are also included in this segment. Together, other markets
are expected to generate the remaining 2.3% of industry revenue in 2021.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

International trade is significant for operators in the Ball Bearing Manufacturing industry in Canada and its
performance has a strong influence on the direction of the industry. Markets abroad are critical to revenue
generation, with exports to other countries generating an estimated 57.4% of revenue in 2021. However, this is
down slightly from 2016, as trade difficulties arose amid the COVID-19 (coronavirus) pandemic, as exports
represented 60.3% of revenue in 2016. Meanwhile, global manufacturers present an imminent threat to this
industry's success, competing effectively within the Canadian market and capturing 86.0% of all domestic demand
for bearings. This has been the primary driver of product innovation by domestic producers.

The overwhelming majority of exports go to the United States, making demand from and competition in that market
the key determinants of export performance. Exports to the United States have been sustained by the depreciation
of the Canadian dollar through much of the period and by increasing competitiveness of domestic manufacturers in
the United States market. Overall, exports have grown an annualized 1.1% to $361.2 million over the five years to
2021 as a result of an expected rebound in the value of trade in 2021 due to growth in the value of steel in the wake
of the coronavirus pandemic. Additionally, the anticipated loonie's depreciation is expected to continue to support
exports to the United States over the next five years.

Although imports have grown an annualized 3.4% to $1.6 billion over the five years to 2021, they still account for
86.0% of domestic demand in 2021, which is down slightly from 86.1% in 2016. There is a more balanced mix of
trading partners with respect to imports. Although just over 40.0% of all imports come from the United States, a
substantial portion also comes from Japan, China and Germany. Japan and Germany are competitive because of
their expertise in the automotive industry. China competes on generic low-priced products for general industrial
applications. The share of domestic demand satisfied by imports is expected to decline over the next five years as
domestic producers capture more demand from downstream manufacturers in Canada amid a depreciation in the
Canadian dollar, but it is still expected to remain high.

Ultimately, the single greatest catalyst for international trade in the current period has been the implementation of
the Comprehensive Economic and Trade Agreement (CETA) between Canada and the United States in late 2017.
While the ramifications of this trade agreement have not been fully realized as of the time of this writing, IBISWorld
expects the enactment of the CETA to augment international trade flows, both increasing the number of exports and
aiding the industry while also potentially increasing the volume of imports which threaten industry operations.
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Business
Locations

  The Ball Bearing Manufacturing industry in Canada consists of an estimated 17 establishments in 2021. In turn, 61.0% of those
are located in Ontario, making the province the most prominent within this industry. Ontario is an ideal location for establishments
since it is home to the majority of downstream industrial markets serviced by this industry. Locating close to key markets reduces
transportation costs and enables operators to establish relationships with contacts in downstream industries. More importantly,
Ontario has extensive transport and trade networks with the United States, which is the industry's single largest export market.
More specifically, Ontario borders the Midwest region of the United States, which contains Detroit, Chicago and other major hubs
of automotive and general industrial activity. Quebec is home to 21.7% of ball bearing manufacturing facilities, servicing other
markets in the eastern part of the country, while Alberta, British Columbia and New Brunswick each have a small number of
establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Ball Bearing Manufacturing industry in Canada exhibits a medium level of market share concentration, with the
four largest players accounting for 44.4% of industry revenue in 2021, down from 53.1% in 2016. Large-scale
production gives operators in this industry the distinct advantage of economies of scale, whereby per unit costs
decline as output rises, incentivizing consolidation activity. This enables participants to contain costs and to remain
competitive and profitable in a highly saturated and increasingly competitive market. Large operators are also better
positioned to establish contacts within key downstream markets, including export markets. In fact, the three largest
companies are all foreign-owned with operations across the world. The discrepancy in performance and profitability
between the industry's largest, foreign-owned companies and smaller domestic companies has induced some
acquisitions over the past five years, leading to rising concentration. This consolidation is reflected in the decline in
the number of enterprises and industry revenue while major players have been expanding. However, this has been
partially offset by the COVID-19 (coronavirus) pandemic. As the largest companies in this industry are foreign-
owned, they have suffered from currency fluctuations, resulting in a decreased Canadian share. Smaller, niche
companies that are domestically owned seemed to have captured more of the market amid the pandemic, as their
products are less replaceable.

Key Success
Factors

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

Having a loyal customer base:
The market is saturated and it is difficult to attract new clients. Retaining strong long-term relationships with existing
customers is important.

Ability to pass on metal price increases:
The price of steel and other metal inputs fluctuates significantly. Operators must be able to pass on cost increases
to customers in the form of higher prices to maintain profitability.

Effective quality control:
Competition within this industry is based on pricing and on product quality. Quality is especially important for
operators servicing sophisticated industries in the aerospace and defence sectors.

Having a good technical knowledge of the product:
Operators must provide strong engineering, design and technical support to clients.

Ability to raise revenue from export markets:
Domestic demand for bearings is limited and largely fulfilled by imports; revenue from export markets has therefore
become critical to industry performance.

Economies of scale:
Economies of scale enable operators to contain costs and remain competitive in a highly saturated market.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and tax, varies
among operators depending on the size of the manufacturing facility
they operate. The largest operators generally benefit the most from
economies of scale in production and are able to therefore contain
costs and maximize profit. Profit is expected to account for an
estimated 7.6% of revenue in 2021. However, lower commodity prices
have led to this figure being lower than the 10.5% mark in 2016. This is
high by manufacturing industry standards and owes to the large size of
most operators in this industry. Other factors contribute to the industry's
high profitability, including the provision of bearings to high value-added
industries such as aerospace and defence. Profit fluctuates with the
price of raw materials, primarily steel. However, many operators have
been able to mitigate this risk by passing on higher costs to consumers.
Profit is expected to remain high over the next five years as more
unsuccessful operators exit the industry, leaving only the largest
players remaining.

 

  Wages

Wages are the second-largest expense for operators after purchases,
accounting for an estimated 18.1% of revenue in 2021, which is a lower
level than 19.4% in 2016. The workforce is needed for several stages of
the manufacturing process, especially for the manufacturing of custom
bearings for high-tech sectors. While automation has helped to
constrain wages to an extent, increased employment has driven wage
costs upward during the current period. However, this increase has
been smaller than revenue growth over the past five years, leading to a
decrease in wages as a share of revenue.
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  Purchases

Purchases are expected to account for 47.5% of industry revenue in
2021. Purchases consist of raw material used in the manufacturing
process, including steel, aluminum, copper, zinc, tin and other metals
and of equipment such as kilns, tools and coating material. Fluctuations
in the price of raw materials are responsible for shifting purchase costs.
Additionally, volatile commodity prices have translated into declining
profit since most price changes are passed along to downstream
consumers. Other global raw material prices that affect purchase costs
include the prices of foundry inputs including ingot, scrap, coke and
alloys.

 

  Marketing

Marketing is expected to account for 1.3% of revenue in 2021.

 

  Depreciation

Depreciation costs are incurred when plants, equipment and other
capital wear down and need to be replaced. Therefore, the cost of
depreciation will vary between operators depending on their size and
the amount of capital inputs involved. On average, depreciation is
expected to account for 2.1% of industry revenue in 2021. Operators
that serve high-end markets and invest regularly in product innovation
will have higher than average depreciation expenses, though at the
industry level, this figure has remained fairly stagnant over the past five
years.
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  Rent

Rent is expected to account for an estimated 4.9% of revenue in 2021.

 

  Utilities

Utilities are expected to account for an estimated 1.7% of revenue in
2021.

 

  Other Costs

Other expenses incurred by operators include communication costs,
legal services, accounting expenses, general administrative expenses
and repair and maintenance costs. Together, these account for the
remaining 16.7% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Competition in the Ball Bearing Manufacturing industry in Canada is high
and rising.

Factors that encourage competition include saturated markets, limited sources for revenue generation, low levels of
product differentiation in the generic segment, substantial import penetration, the presence of large and competitive
global players and increasing efficiency of other global producers.

Players in this industry compete primarily on the basis of price. Price competition is particularly important when the
pace of product development has slowed and there are few venues for improving quality or service. This is the case
with the majority of roller and ball bearings aimed at general industrial markets. For this reason, low-price imported
goods have been competitive in the domestic market for these applications. Global producers may have lower
labour costs or more efficient production processes, permitting them to contain costs and offer competitively priced
products without compromising profit.

Still, a product may not be competitive if it is priced low but is of subpar quality. Different markets emphasize
different attributes, but important ones include the strength-to-weight ratio or load capacity, malleability, stress
resistance, corrosive performance and safety. Achieving consistency and reliability in product quality is also
important.

In more high-technology markets, product innovation and branding may be important sources of differentiation that
alleviate the pressure of competitive pricing. For example, the level of research and development undertaken by
operators significantly affects the competitiveness of bearings aimed at the dynamic aerospace industry. Meanwhile,
strong brand recognition is a major factor for distinguishing between products that otherwise exhibit few differences
and may help operators win major contracts. Companies in this industry, which are almost all large global operators,
typically have an umbrella brand and include their diverse product portfolio under that single brand name.

The industry's level of competition is forecast to grow amid the COVID-19 (coronavirus) pandemic. As trade and
manufacturing activity has fallen amid the high economic uncertainty, demand for ball bearings has fallen. As a
result of the shrinking market for industry products, operators must compete more fiercely for the remaining revenue
opportunities.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Despite the presence of few explicit barriers to entry in the
Canadian Ball Bearing Manufacturing industry, some
logistical factors may deter industry participation.
Significant financial investment is required to acquire,
maintain and update plants and equipment. Companies
that are unable to finance themselves through equity and
that are unable to take on extensive debt would thus be
deterred from entering. Companies also need a workforce
that is relatively skilled and can operate complex
metalworking machinery and offer effective aftermarket
services, though the costs of hiring and training tend to be
less then burdensome due to automation.

The procurement of raw material may present another
barrier to entry. Generally, incumbents in this industry
maintain strong relationships with upstream suppliers to
ensure a steady supply of steel and other raw material at
favourable prices. Others, especially the largest
companies, operate a vertically integrated structure and
manufacture their own steel and raw materials.
Established networks between metal suppliers and
incumbents may make it difficult for new companies
without previous presence in the metal manufacturing
sector to break into the industry.

Within certain product segments, companies may have to
establish a brand for their product. This represents
another potential barrier to entry since it requires fostering
relationships with contacts in key downstream markets
and investing in word-of-mouth promotion. Entrants are
likely to experience difficulty entering the industry as a
result of the customer loyalty that the more prominent
incumbents, including Schaeffler Technologies AG & Co.
KG and the Timken Company, benefit from. IBISWorld
expects barriers to entry to increase over the next five
years as incumbents consolidate their industry market
share and their advantages vis-a-vis other operators.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Ball Bearing Manufacturing industry in Canada exhibits a high level of globalization, owing to high levels of
international trade and to foreign ownership of the largest companies. International trade is significant and presents both
threats and opportunities to operators. Global manufacturers have successfully penetrated the domestic market, fulfilling
an estimated 86.0% of domestic demand in 2021, down slightly from 86.1% in 2016. This high level of import penetration
undercuts the industry's presence in the Canadian market, although operators have found some respite in global markets.
Exports currently generate an estimated 57.4% of the average operator's revenue in 2021, down from 60.3% in 2016.
However, this is suppressed due to the COVID-19 (coronavirus) pandemic, which severely decreased exports over 2020
and early 2021. Exports to the United States are especially significant and account for the majority of export revenue.

Enterprise ownership in this industry also points to a high degree of globalization. The top three companies, which
generate over 40.0% of total revenue, are all based outside Canada. In order of size, the industry's market leaders are
based in Japan, Germany, the United States. Industry globalization is expected to remain high over the next five years as
these players work to increase their domestic market share and entrench their dominance in the industry through
consolidation activity.

The industry's high globalization increases vulnerability amid the COVID-19 (coronavirus) pandemic and has led to
revenue declines. Trade is an important part of this industry and as there are additional logistical hurdles to international
trade aimed at reducing the spread of the virus, trade has fallen, which has cut into revenue.
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Major Companies

Major Players Timken Company

Market Share: 22.9%

  The Timken Company (Timken) is a global manufacturer of bearings and other industrial inputs and is based in
North Canton, OH. The company was founded in 1899 by Henry Timken, who invented the tapered roller bearing
that supports axial and radial loads and provides greater load support than other bearings. Today, the company
manufactures a variety of metal inputs for industrial markets, although bearings remain its distinctive and best-
known product offering, representing 70.0% of worldwide revenue in 2019 (latest data available). The company,
which operates in 28 countries, reported $4.7 billion in consolidated revenue in 2020 (latest data available).

Timken is organized into two business segments: Mobile Industries and Process Industries. Mobile Industries
primarily serves the agricultural, automotive, rail and aviation industries, among other applications. Process
Industries provides ball bearings to more heavy industry, including aggregate, metal and cement production, power
generation, pulp and paper manufacturing and oil and gas extraction. Additionally, the company divested itself of its
steel division in 2014 due to plummeting steel prices and profitability concerns. Timken is present in the Canadian
industry through three manufacturing facilities, which are located in in Prince George, BC, Mississauga, ON and
Saskatoon, SK, which all operate under the process industries division. Popular products include tapered roller
bearings, used in gears and shafts; precision cylindrical and ball bearings, used in motion control systems and
robotics; and spherical and cylindrical bearings, used in large gear drives and rolling mills.

Financial performance

Revenue from the production of roller and ball bearings in Canadian facilities is expected to grow an annualized
2.4% to $144.2 million over the five years to 2021. Timken's steady rise is due in part to currency valuations and
volatile input prices. However, Timken's established presence in the global industry and in the United States market
gives it a competitive advantage and enables it to charge relatively high prices for its products and services,
enabling it to combat negative trends. As a result, profit is also expected to experience strong growth over the five
years to 2021, climbing an annualized 7.5% to reach $16.8 million.
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Timken Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 128.0 N/C 11.7 N/C
2017 123.5 -3.5 12.3 5.1
2018 135.5 9.7 17.2 39.8
2019 137.2 1.3 18.7 8.7
2020 128.3 -6.5 16.6 -11.2
2021 144.2 12.4 16.8 1.2

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

Schaeffler Technologies AG & Co. KG

Market Share: 13.4%

Brand Names Schaeffler Canada Inc.

  Schaeffler Technologies AG & Co. KG, also known as the Schaeffler Group, is a global manufacturer of bearings for
automotive, aerospace and industrial markets based in Herzogenaurach, Germany. The company originated in 1883
when Friedrich Fischer designed a machine to manufacture steel balls in a perfectly round shape. It took its current
name years later from Georg Schaeffler, who invented the needle roller cage for roller bearings. The company
remains a leader in ball and roller bearing development and innovation, with consolidated revenue of $19.3 billion in
2020 (latest data available).

Today, the Schaeffler Group produces roller bearings, spherical plain bearings and linear motion products, as well
as clutch systems, transmission systems and torsion dampers for automobiles. The group participates in the Ball
Bearing Manufacturing industry in Canada through two manufacturing plants in Canada, both located in Stratford,
ON. One plant operates under the subsidiary Schaeffler Aerospace Canada Inc. and manufactures special bearings
and precision components for aviation and aerospace applications. The other plant operates under the subsidiary
Schaeffler Canada Inc. and designs and manufactures roller bearings for the global automotive sector. Products are
distributed to aerospace, automotive and other industrial markets, primarily in Canada and the United States.

Financial performance

Year-to-year performance has been more mixed, due to changing demand conditions and exchange rate
movements between the euro, in which official revenue is recorded, with the Canadian dollar. The Schaeffler Group
has remained competitive through its links with input suppliers from Germany and elsewhere, as well as its access
to export markets in the United States and Europe. As a result, the company's industry-relevant Canadian revenue
is expected to grow an annualized 2.6% to $84.6 million over the five years to 2021. The company's profit,
measured as earnings before interest and tax, is expected to decline an annualized 6.6% to reach $6.2 million as a
result of input volatility.

 
Schaeffler Technologies AG & Co. KG (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 74.5 N/C 8.7 N/C
2017 79.6 6.8 8.7 0.0
2018 87.3 9.7 8.3 -4.6
2019 82.9 -5.0 4.5 -45.8
2020 71.8 -13.4 -0.8 N/C
2021 84.6 17.8 6.2 N/C

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

Market Share: 7.0%

Brand Names NTN Bearing Corporation of Canada, NTN
Bearing Manufacturing of Canada

  NTN Corporation (NTN), short for Niwa, Tomoe, Nishizono Corporation, is a global manufacturer of bearings
headquartered in Osaka, Japan. NTN was founded in 1918 when Nishizono Ironworks, a steel factory, began to
produce ball bearings. Today, the company produces bearings for application in automobiles, construction
machinery, agricultural machinery, aerospace, wind turbines and medical equipment. The company employs close
to 25,000 people across Asia, Europe and North America, of which nearly half work outside of Japan. The company
also reported $7.1 billion in consolidated revenue for fiscal 2021 (year-end March).

After first expanding to North America in 1963, NTN entered the Canadian market in 1968 when it established the
NTN Bearing Corporation of Canada in Mississauga, ON, for the distribution and sale of bearings produced
elsewhere. The company began to manufacture bearings in Canada, thereby entering this industry, with the
establishment of the NTN Bearing Manufacturing of Canada a few years later. The production facility, also located in
Mississauga, manufactures a variety of bearings for application in the automotive, industrial and recreational
markets. The company derives the majority of its revenue from manufacturing operations, although aftermarket
automotive services account for 17.0% of total revenue.

Financial performance

NTN's performance in the Ball Bearing Manufacturing industry in Canada has declined over the past five years, with
industry-relevant Canadian revenue shrinking an annualized 7.4% to $44.1 million over the five years to fiscal 2022.
Currency fluctuations have mitigated this decline as a weaker Canadian dollar promoted growth. However, the
collapse in commodity prices has resulted in a decline as Canada remains a small part of NTN's business. The
company's profit margin is modest and reflect its aggressive strategy. It produces high-quality products and sells
them at prices lower than those of competitors. Further profit improvement can come from increasing the efficiency
of production and differentiating product offerings in the highly saturated Canadian and export markets. The
COVID-19 (coronavirus) pandemic has cut into revenue and resulted in depressed profit, as operating profit,
measured as earnings before interest and taxes, decreased an annualized 17.5% to $1.3 million over the five years
to fiscal 2022.

 
NTN Corporation (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 64.7 N/C 3.4 N/C
2017-18 69.2 7.0 3.7 8.8
2018-19 67.2 -2.9 2.5 -32.4
2019-20 52.8 -21.4 0.6 -76.0
2020-21 47.0 -11.0 -0.3 N/C
2021-22 44.1 -6.2 1.3 N/C

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from JPY to CAD); **Fiscal year-end March

Other Companies KML Bearing and Equipment Ltd.

  Market Share: 1.1%
  KML Bearing and Equipment Ltd. (KML) is based in Hong Kong and manufactures ball bearings. The company also

maintains a presence in Belgium, France and the United States. KML participates in the domestic industry through
its manufacturing location in Mississauga, ON. The company was founded in 1980 and serves 57 countries. Its
bearings are used in a variety of applications, including automotive and agriculture. The company is private and
does not release any financial information. However, IBISWorld estimates that KML will generate $7.2 million in
industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Ball Bearing Manufacturing industry in Canada has a
low level of capital intensity. The costs of a new plant and
equipment are substantial and require significant capital
expenditure. However, once acquired, production
machinery depreciates slowly, although product innovation
requires some investment in new technology. Additionally,
expenditure on labour is high, moderating capital intensity.
Skilled labour is needed to design industry products and to
fit the bearing to custom-made specifications. The industry
is expected to allocate an estimated $0.12 on capital for
every $1.00 spent on labour in 2021.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

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

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

Low Rate of Entry Unlikely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Medium Market
Concentration

Potential A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

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

The Ball Bearing Manufacturing industry in Canada benefits from little external
competition, which renders it relatively safe from serious technological
disruptions that could shift demand away from ball bearings.

The industry's products are essential for the production of engines, automobiles and aircraft, as well as a variety of other
products. As a result, the most serious potential disruptions may come from changes in downstream industries that could
reduce demand for ball bearings. Technological advancements in computer hardware or household appliances could
improve the efficiency of these products by making ball bearings unnecessary for production, which directly affects the
industry. Similarly, advancements in manufacturing machinery, engines and turbines could make ball bearings less
necessary or reduce their importance in the underlying functioning of these products, which could hurt demand. However,
these disruptions have yet to have a significant effect on the industry and tend to open up new opportunities for demand as
other current revenue sources are closed.

The level of technology change is    Medium

  The level of technology change in the Ball Bearing Manufacturing industry in
Canada is moderate.

At its core, bearing manufacturing technology has remained static and includes the design, welding and assembly of small
metallic parts (whether balls, cylinders or needles) and outer races.

Still, the extent of technology change varies across product segments, corresponding to technology in relevant downstream
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markets. Bearings for general industrial application involve relatively little technological innovation. Conversely, bearings
for technology intensive and dynamic industrial markets such as aerospace are improved regularly and involve extensive
expenses on research and development. To remain competitive in these high-value-added markets, operators must
regularly improve the safety and fit of bearings and accommodate client requirements for custom features.

More generally, companies have made advancements in organization technology, including inventory management and
labour monitoring. Companies also make use of automated handling and assembly technology, including robotics, to
perform repetitive tasks. This promotes production efficiencies and reduces expenditure on recurring labour costs.

Revenue
Volatility

The level of volatility is    Medium

  The Ball Bearing Manufacturing industry in Canada has exhibited moderate
revenue volatility over the five years to 2021.

Revenue is reliant on demand for industry products and on their selling price. Demand has fluctuated moderately during the
period due to changing competitive conditions for imports and exports. Exports, which generate more than half of industry
revenue, have fallen and risen intermittently partly due to exchange rate movements. Meanwhile, the price of key metal
inputs has been volatile, which has introduced variance in the price of bearings and as a result, operator revenue. The
world price of steel has fluctuated during the period, which has transferred to prices of many of the industry's products.
However, steady demand from exports has dampened overall revenue volatility during the period.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Ball Bearing Manufacturing industry in Canada endures a moderate level
of regulation.

Essential aspects of industry operations, including heat treatment, coating and assembly, are subject to standard safety
regulations. In particular, ball bearings must be able to withstand significant stress to be applicable for use in automobiles,
aircraft and industrial equipment. To this end, operators may carry out regular hardness and toughness inspections and
ensure the smoothness and strength of the balls, outer races and cage.

In addition, production processes must comply with certain environmental regulations set at the provincial and national
levels. While ball bearing manufacturing is not severely damaging to the environment, it does emit waste byproducts. The
Ministry of Environment regulates industrial manufacturing at a national level and aims to curtail the emission of byproducts
including wastewater, carbon dioxide, solid waste and noise. Meanwhile, provincial law may require operators to obtain
approval from a local municipality before using groundwater for production.

Export-intensive industries must also comply with regulations and production standards in key export markets. For this
industry, production standards in the United States are the most relevant. Beyond government regulation within and outside
Canada, operators competing for key markets may implement self-imposed or industry-wide de facto standards for
production. By instituting superior standards for material procurement, heat treatment and coating, for example, operators
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may differentiate their product and their service. However, without a specific Canadian trade organization to dole out
certifications, standards are relatively flexible.

Industry
Assistance

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

The Ball Bearing Manufacturing industry in Canada receives no direct
assistance from the government.

Imports of ball bearings, tapered roller bearings, spherical roller bearings, needle roller bearings and other cylindrical and
combined roller bearings are subject to no tariffs. Imports of parts for bearings including the balls, needles, rollers and outer
races are also subject to no tariffs and are able to enter the market freely. Since tariffs impose artificially high prices on
imported products, the absence of tariffs keeps imports at market price and enables importers to be highly competitive in
domestic markets at the expense of industry operators.

Outside of governmental assistance, industry operators can solicit the resources of industry associations. For example, the
Power Transmission Distributors Association, Bearing Specialists Association, Canadian Metalworking and the American
Bearing Manufacturers Association offer educational and enterprise resources for industry operators. Moreover, most of
these organizations advocate on behalf of the industry through their lobbying efforts. While these organizations are not
directly industry relevant, they are international or interdisciplinary trade organizations that nonetheless offer industry
operators assistance in various ways.

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.



Ball Bearing Manufacturing in Canada August 2021

38 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price
of Steel
(Index)

2012 589 179 22.0 21.0 1,813 358 1,353 114 1,584 204
2013 545 167 24.0 23.0 1,720 297 1,271 106 1,520 195
2014 545 161 23.0 22.0 1,749 308 1,376 106 1,613 187
2015 571 177 21.0 20.0 1,808 345 1,483 110 1,709 131
2016 566 182 17.0 16.0 1,806 341 1,394 110 1,619 144
2017 558 169 17.0 16.0 1,825 344 1,389 108 1,603 187
2018 570 166 19.0 18.0 1,888 373 1,465 110 1,662 218
2019 560 160 21.0 20.0 1,887 366 1,401 108 1,595 177
2020 522 143 16.0 15.0 1,724 306 1,159 99.1 1,375 174
2021 629 175 17.0 16.0 1,953 361 1,648 114 1,916 236
2022 619 175 16.0 15.0 1,931 357 1,570 112 1,833 211
2023 611 174 16.0 15.0 1,913 353 1,527 111 1,785 195
2024 615 176 16.0 15.0 1,925 356 1,520 112 1,779 192
2025 627 179 16.0 15.0 1,953 363 1,531 114 1,795 196
2026 640 182 16.0 15.0 1,980 371 1,545 115 1,814 200

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World Price
of Steel (%)

2012 -0.02 -2.46 0.00 0.00 1.05 2.14 8.46 -0.09 6.60 -14.0
2013 -7.36 -6.50 9.09 9.52 -5.13 -17.1 -6.04 -7.12 -4.02 -4.56
2014 -0.02 -3.48 -4.17 -4.35 1.68 3.84 8.23 -0.10 6.13 -3.79
2015 4.65 9.98 -8.70 -9.10 3.37 12.0 7.76 4.44 5.89 -30.2
2016 -0.85 2.42 -19.1 -20.0 -0.12 -1.08 -5.99 -0.82 -5.26 10.2
2017 -1.35 -6.78 0.00 0.00 1.05 0.70 -0.39 -1.37 -0.95 29.9
2018 2.04 -2.07 11.8 12.5 3.45 8.40 5.50 1.85 3.67 16.7
2019 -1.69 -3.68 10.5 11.1 -0.06 -1.72 -4.39 -1.73 -4.06 -19.0
2020 -6.75 -10.5 -23.8 -25.0 -8.64 -16.4 -17.3 -8.33 -13.8 -1.81
2021 20.4 22.5 6.25 6.66 13.3 18.0 42.2 14.8 39.3 36.0
2022 -1.56 -0.12 -5.89 -6.25 -1.13 -1.20 -4.71 -1.24 -4.34 -10.8
2023 -1.31 -0.35 0.00 0.00 -0.94 -1.13 -2.79 -1.07 -2.61 -7.55
2024 0.68 0.91 0.00 0.00 0.62 0.82 -0.45 0.71 -0.31 -1.31
2025 1.90 1.76 0.00 0.00 1.45 2.02 0.74 1.51 0.89 1.84
2026 2.05 1.73 0.00 0.00 1.38 2.20 0.92 1.49 1.06 2.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 30.3 85.4 60.8 325 19.3 82.4 62,824
2013 30.6 83.6 54.4 317 19.4 71.7 61,512
2014 29.6 85.3 56.5 312 19.4 76.0 60,435
2015 31.1 86.8 60.5 316 19.3 86.1 61,062
2016 32.1 86.1 60.3 313 19.3 106 60,631
2017 30.3 86.6 61.6 306 19.3 107 59,178
2018 29.1 88.1 65.4 302 19.3 99.4 58,263
2019 28.5 87.8 65.4 297 19.3 89.9 57,287
2020 27.4 84.3 58.6 303 19.0 108 57,483
2021 27.8 86.0 57.4 322 18.1 115 58,269
2022 28.2 85.7 57.6 321 18.2 121 58,208
2023 28.5 85.5 57.7 319 18.2 120 58,129
2024 28.6 85.4 57.8 320 18.2 120 58,182
2025 28.5 85.3 57.9 321 18.1 122 58,218
2026 28.5 85.2 58.0 323 18.0 124 58,283

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Automotive Industries Association of Canada
http://www.aiacanada.com

Aerospace Industries Association of Canada
http://www.aiac.ca

World Steel Association
http://www.worldsteel.org

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

Industry Jargon BALL BEARING
A bearing that uses small metal balls to maintain the separation between the moving parts of the bearing.

BEARING
A machine that constrains motion and reduces friction between moving parts.

ROLLER BEARING
A bearing that uses small cylindrical rollers instead of balls to separate the moving parts of the bearing.

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
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.
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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
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