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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 Tractors and Agricultural Machinery Manufacturing industry in Canada relies on the argicultural sector for
revenue. As farmers received government funds to remain operating, the COVID-19 (coronavirus) pandemic's affect
on the industry was limited. For more detail, please see the Demand Determinants chapter.

• The industry's level of competition is forecast to rise as farmers are less willing to spend money amid high
economic uncertainty, and remaining players must compete more heavily for the remaining work. For more detail,
please see the Basis of Competition chapter.

• The industry is expected to become slightly more concentrated as demand declines. In this fragmented industry,
small operators may be forced to merge or be acquired by larger players to survive. For more detail, please see the
Market Share Concentration 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 Tractors and Agricultural Machinery Manufacturing industry in Canada manufactures agricultural machinery and

equipment and powered home lawn and garden equipment. Agricultural equipment includes tractors, harvesting and
seeding machinery and other machinery, such as grinders, mixers, wool presses and windmills.

Major Players CNH

Main Activities The primary activities of this industry are:

Manufacturing farm tractors and attachments

Manufacturing harvesting equipment and machinery

Manufacturing irrigation equipment

Manufacturing seeders

Manufacturing sprayers and spreaders

Manufacturing powered-agricultural mowers

Manufacturing livestock feeding and watering equipment

The major products and services in this industry are:

Tractors and attachments

Harvesting machinery and consumer products

Dairy farm equipment

Planting, irrigation, seeding and fertilizing machinery

Other
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Supply Chain

SIMILAR INDUSTRIES

Agriculture, Forestry, Fishing and
Hunting In Canada

Hand Tool & Cutlery
Manufacturing in Canada

Construction Machinery
Manufacturing in Canada

Forklift & Conveyor Manufacturing
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Tractors & Agricultural Machinery
Manufacturing in the US

Precision Agriculture Systems &
Services

Combine Harvester
Manufacturing

Agricultural Machinery
Manufacturing in Australia

Farming Machinery Manufacturing
in China

Agricultural & Forestry Machinery
Manufacturing in the UK

Agricultural Machinery
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$4.2bn
Revenue

Annual Growth

2017–2022

-1.7%

Annual Growth

2022–2027

0.7%

Annual Growth

2017–2027

 

$319.9m
Profit

Annual Growth

2017–2022

-8.8%

  Annual Growth

2017–2022

 

7.7%
Profit Margin

Annual Growth

2017–2022

-3.5pp

  Annual Growth

2017–2022

 

491
Businesses

Annual Growth

2017–2022

-0.6%

Annual Growth

2022–2027

0.0%

Annual Growth

2017–2027

 

11,800
Employment

Annual Growth

2017–2022

-2.0%

Annual Growth

2022–2027

0.3%

Annual Growth

2017–2027

 

$786.6m
Wages

Annual Growth

2017–2022

-1.8%

Annual Growth

2022–2027

0.4%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

5.9%
Demand from crop production

1.0%
Canadian effective exchange rate
index

0.2pp
Overnight rate

4.6%
Price of feed

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Technology Change

High

  Industry Globalization
High / Steady

 

Key Trends

 Increased farm-level productivity has partially facilitated a
decline in industry revenue

 Declining commodity prices have limited demand from
farmers struggling with lower crop prices

 Industry participation has shifted in recent years

 Agricultural product prices may experience downward
pressure if excess supply is substantial

 Industry imports will likely shrink as the loonie depreciates

 The movement toward greener farm methods should foment
technological developments

 Successful operators have been able to increase their prices
to improve revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Volatility

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2022-2027)

  Demand from crop production

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Revenue Growth (2017-2022)

  Low Outlier Growth

  Low Performance Drivers

  Overnight rate
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Executive Summary Harvest time: Rising productivity and commodity prices are expected to
drive industry demand

The Tractors and Agricultural Machinery Manufacturing industry in Canada has experienced decline despite
fluctuating demand over the five years to 2022. The industry manufactures a variety of products, such as tractors
and harvesters, that are essential to modern-day farming. While industry products are ubiquitous on farms, revenue
remains exposed to the volatility of farm income, which affects farm demand for new equipment, and consequently
influences industry revenue. Industry operators have endured poor demand from farms in Canada and the United
States as agricultural commodity prices experienced volatility during the period, especially amid the COVID-19
(coronavirus) pandemic. Overall, industry revenue is anticipated to fall an annualized 1.7% to $4.2 billion over the
five years to 2022. This includes an increase of 1.7% in 2022 alone as the economy continues to normalize following
the pandemic. This will also serve to cut into industry profit growth, as profit has not yet fully recovered to the highs
experienced early during the period.

Agricultural machinery is expensive, so the industry relies on credit availability. Low interest rates in North America
during the period have kept borrowing costs low for farms to the benefit of the industry. However, commodity prices
affect the income of farms and have partially caused the industry's uneven performance. Successful operators have
been able to increase their prices to improve revenue, while also taking advantage of a decline in input prices.
Smaller companies that were not able to cope with declining demand early during the period exited the industry,
which has driven consolidation.

The industry is expected to resume growth over the five years to 2027. Improving demand for agricultural products
worldwide and pressure to increase yields will likely stimulate demand for industry machinery abroad and
domestically. Greater global demand for food and biofuels, rising productivity and rising commodity prices are
expected to drive demand for new machinery and equipment in North America. However, rising interest rates and
the long-lived nature of agricultural machinery will likely limit long-term growth. As a result, industry revenue is
forecast to increase an annualized 0.7% to $4.3 billion over the five years to 2027.
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Industry Performance

Key External
Drivers

Price of feed

The primary use of goods produced by the Canadian Tractors and Agricultural Machinery Manufacturing industry is
for agricultural and feed production, which is a primary activity for crop farmers. These kinds of farms rely on feed
prices to generate income, making their operations viable. Moreover, it is a proxy for general commodity prices that
affect farm performance. As farm incomes increase through higher prices, they are more likely to purchase new
equipment, which increases demand for industry products. The price of feed is expected to increase in 2022.

 

Demand from crop production

Agricultural businesses comprise this industry's key downstream market. Any increases in agricultural production,
especially crop production, will increase demand for tractors and related machinery. As a result of government
support for crop growers, demand from crop production tends to have limited volatility. Demand from crop production
is expected to grow in 2022, representing a potential opportunity for the industry.

 

Overnight rate

Many tractors and related machinery products are purchased on credit. When interest rates increase, demand for
new products manufactured by this industry typically decreases because the cost of borrowing rises. Higher
financing costs can reduce farmers' ability to purchase equipment, thus driving down demand and hampering
industry growth. The overnight rate is expected to grow in 2022, posing a potential threat to the industry.

 

Canadian effective exchange rate index

International trade, particularly to the United States, is essential to the industry. Exchange rate fluctuations play an
important role in determining industry performance because the strength of the Canadian dollar relative to major
trading partners' currencies, as measured by the Canadian effective exchange rate (CEER) index, can make
industry goods more or less affordable to international importers. When the loonie decreases in value compared with
other currencies, industry exports are in greater demand. The CEER index is expected to increase in 2022.
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Current
Performance

The Tractors and Agricultural Machinery Manufacturing industry in
Canada has experienced decreased demand over the five years to 2022.

The industry produces vehicles and equipment for agricultural application and lawn and garden use, with agricultural
equipment manufacturing accounting for the most significant portion of the industry's products. Relevant agricultural
equipment includes tractors, combine harvesters, seeders, dusters, drags, plows and milking machines.

Demand has been relatively volatile over the past five years. In both Canada and the United States, total grain and
oilseed production has significantly expanded to meet increasing demand for food and biofuels, causing demand for
machinery and equipment to increase. However, several consecutive years of fruitful harvests generated excess
supply, which drove down prices starting in 2019, though the price of feed, a high-volume agricultural product that is
also a proxy for relevant commodity prices, increased during the period. This hurt demand for industry products
because of poor farm income that hurt capital expenditure. This came to a head during the second half of the period,
as revenue decline 9.9% in 2019, followed by an increase in 2020 despite the COVID-19 (coronavirus) pandemic, in
addition to an increase of 1.7% in 2022 alone as feed prices continue to grow. However, revenue shrank in 2021
amid volatile operating conditions due to the pandemic. Overall, revenue is expected to decrease an annualized
1.7% to $4.2 billion over the five years to 2022.

TECHNOLOGY AND PRODUCTIVITY

Technology has been a significant factor for industry performance over
the past five years.

This industry has benefited from ongoing technological changes in its product segments as new and innovative
products generate demand for new purchases. Manufacturers have recently been offering more fuel-efficient
products to meet global emissions standards. Moreover, machines that increase production efficiency through
precision agriculture techniques, such as autosteering and databasing, are becoming more common. Furthermore,
many farmers have adopted alternative tillage practices to control soil erosion and lower production costs. The
industry has responded to this shift toward higher yields by introducing leading-edge planters, drills and tillage
equipment that reduce soil erosion. The expense of research and development supports consolidation at the top of
the industry, which has increased its influence. However, this has also created opportunities for smaller
manufacturers that make components and attachments.

Despite the generally positive influence of technological improvements in the industry, increased farm-level
productivity has also partially facilitated the decline in industry revenue. Historical increases in agricultural
productivity have been tied to increased efficiency from capital inputs. New techniques, better chemicals and more
efficient machinery have increased output per farm. Increased productivity perpetuates the downward pressure on
agricultural prices by overproducing. As a result, technological change tends to increase the cyclicality of industry
revenue. Additionally, farmers require fewer overall inputs to generate more output, which lowers the required
frequency of equipment replacement. This has forced industry operators to generate new innovative features and
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products to foment revenue.

INTERNATIONAL TRADE

International trade is a key determinant of industry performance.

In 2022, imports are expected to satisfy 80.7% of domestic demand while exports account for 64.8% of revenue;
most trade is done with the United States. In addition to the United States' shared border with Canada and the
United States-Mexico-Canada Agreement (USMCA), the industry's largest companies maintain establishments in
both countries and often move merchandise back and forth, thereby driving trade. Due to the importance of exports
to the United States, the industry is highly dependent on the state of the country's economy, and in particular, its
farming sector. An increase in ethanol production over the past five years has led to record planted corn hectarage
in the United States. However, recent volatility in oil prices have complicated biofuel demand. Additionally, declining
commodity prices have limited demand from farmers struggling with lower crop prices. However, the appreciation of
the US dollar alleviated these headwinds, with exports recovering strongly in 2018 as the US farming sector
rebounded. As a result, the value of industry exports is expected to grow an annualized 5.5% to $2.7 billion over the
five years to 2022. The value of imports will likely expand an annualized 1.3% to $6.1 billion during the same period
as the loonie appreciated significantly following the coronavirus pandemic, making imported goods less expensive.

DOMESTIC DEMAND AND INTEREST RATES

The increasing average size of farms has been long-term trend in the
farming sector.

According to data from the 2011 and 2016 editions of the Census of Agriculture (latest data available), as farm
numbers have decreased, the average size of a Canadian farm has increased 5.3% to 820.0 hectares in 2016, up
from 779.0 hectares in 2011. As the average farm size increases, downstream farming operations require more
equipment. More vertical integration has occurred across the supply chain, with a few agribusinesses owning
everything from patented, high-yield seed varieties to processing plants, wholesaling offices and transporting
operations. Additionally, large-scale farming operations have increased demand for large tractors with high
horsepower. Moreover, low interest rates have facilitated financing for new machinery and equipment and have
aided demand amid major headwinds that hurt farms.

Industry participation has shifted in recent years, with many small- and medium-sized companies exiting the industry
early during the period when demand took a hit. The number of enterprises has declined an annualized 0.6% to 491
companies over the five years to 2022, which has resulted in more capital-intensive and profitable companies
operating in the industry. This decline has also hurt industry employment, which is expected to decrease an
annualized 2.0% to 11,800 workers during the same period. This change has resulted in increased profit, following
the low experienced during the coronavirus pandemic, however profit is still likely to remain below 2017 levels.
Industry profit, measured as earnings before taxes, will likely account for 7.7% of revenue in 2022.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Feed Index

(Index)
2013 4,539 1,498 553 532 14,593 2,287 6,133 845 8,385 103
2014 4,399 1,366 548 522 13,870 2,259 5,698 864 7,838 98.0
2015 4,423 1,555 540 513 13,208 2,006 5,428 879 7,844 97.7
2016 4,430 1,619 535 509 12,580 1,956 5,137 876 7,611 96.5
2017 4,532 1,462 537 506 13,052 2,064 5,741 863 8,210 94.6
2018 4,612 1,456 538 503 12,090 2,330 6,190 911 8,471 102
2019 4,155 1,221 530 501 12,524 2,412 5,453 829 7,196 103
2020 4,232 1,105 512 496 12,021 2,427 5,036 801 6,841 105
2021 4,086 1,206 517 491 11,732 2,667 5,714 780 7,133 116
2022 4,154 1,190 518 491 11,800 2,691 6,121 787 7,584 118
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Industry Outlook
Outlook The Tractors and Agricultural Machinery Manufacturing industry in

Canada is expected to return to growth over the five years to 2027 as the
COVID-19 (coronavirus) pandemic recedes and the economy normalizes.

The slight improvement in crop prices and continued increased demand from crop production will likely be major
contributors to revenue generation moving forward. Strong global demand for food and biofuels may further
encourage sales of new machinery and equipment, alongside the development of new products through innovative
technology. However, interest rates are expected to experience hikes over the next five years, which will increase
borrowing costs for farms. Moreover, uncertainty in global growth due to political turmoil and trade disputes could
disrupt growth and investment from major downstream markets. Overall, industry revenue is expected to grow an
annualized 0.7% to $4.3 billion over the five years to 2027. Additionally, the average industry profit margin is
expected to continue to grow after falling a decade low in 2020 amid the pandemic.

DOMESTIC CONDITIONS

Demand for agricultural machinery will likely benefit farms that are
expected to grow in size over the next five years.

As farms become larger and more efficient, agricultural product prices may experience downward pressure if excess
supply is substantial. Higher efficiency can improve profit for farms, which may incentivize investment in new
machinery and equipment to the benefit of the industry. The price of feed is expected to increase over the next five
years, though the agricultural price index in the United States will likely shrink. Long-term investment trends and the
need for continued increases in crop production should support overall growth. Moreover, interest rates are
expected to rise over the next five years, but this may be negligible if threats to the economy and low inflation spark
loose monetary policy.

EMERGING ECONOMIES AND TRADE

The United States is the primary destination for industry exports and US
demand is expected to remain this way as the Canadian dollar likely
depreciates moving forward.

While the sluggish growth of emerging economies may reverse over the next five years, these countries only make
up a small portion of industry exports. The high level of trade between the United States and Canada is vital to the
industry supply chain, so any significant movement in exports will likely be linked to a movement in industry revenue.
As energy prices recover, it will contribute to increased demand for biofuels, many of which are made from
commodities such as corn and soybeans. Higher planted corn hectarage, particularly in the United States, will likely
continue to bolster demand for irrigation equipment and corn harvesters. However, the agricultural sector in the
United States is expected to shrink over the next five years, which will likely translate to slower export growth.
Overall, the value of exports is forecast to grow an annualized 1.0% to $2.8 billion over the five years to 2027.
However, imports will likely shrink as the loonie depreciates; the value of imports is expected to decline an
annualized 1.1% to $5.8 billion during the same period.

New tariffs on tradable goods, particularly steel imports, from both the US and Canadian administrations, could have
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a significant effect on the industry's trade environment. This would affect steel prices in both countries and the
world, which could disrupt the existing trade procedures that are vital for agricultural machinery manufacturing.

TECHNOLOGY CHANGE

Moving forward, the global population is expected to continue growing
steadily for decades.

Policymakers across the world have already begun planning how to provide food and energy resources. Agricultural
innovations over the next five years are expected to focus heavily on getting the most out of every square metre of
farmland. Innovations include automated tractors, a technology that is expected to begin commercial use.
Furthermore, drone technology is expected to experience increased use in the agricultural sector, enabling farmers
to dust crops or remotely survey their hectarage. The big-data push has also found applications in the agricultural
sector, including prescriptive planting technology that uses nutrient levels and soil moisture to calculate optimal
plantings to yield the highest crop for any given hectare. The movement toward cleaner technologies and greener
farm methods should also foment technological developments in agricultural machinery.

Technological improvements are expected to boost demand for industry products over the next five years. In
addition, companies will likely increase their research and development budgets, so retaining talented personnel is
expected to become a higher priority. As a result, wages are forecast to increase in line with employment, with
wages growing an annualized 0.4% to $800.7 million over the five years to 2027. Overall, the number of enterprises
is expected to stagnate at 490 companies during the same period, as merger and acquisition activity grows.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Feed Index

 (Index)
2022 4,154 1,190 518 491 11,800 2,691 6,121 787 7,584 118
2023 4,167 1,195 517 490 11,781 2,708 6,004 786 7,462 119
2024 4,231 1,212 518 491 11,878 2,757 5,996 794 7,470 120
2025 4,259 1,212 518 491 11,894 2,781 5,934 796 7,412 121
2026 4,290 1,223 518 491 11,939 2,808 5,877 799 7,358 122
2027 4,309 1,230 518 490 11,956 2,828 5,804 801 7,285 123
2028 4,328 1,238 520 492 11,992 2,848 5,731 803 7,212 124
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are widely accepted by downstream markets and are necessary for operations

The number of industry companies is expected to decline

Innovation is focused on improving existing products rather than creating new ones

The Tractors and Agricultural Machinery Manufacturing industry in Canada is in the mature stage of its life cycle.
Although demand for tractors and agricultural machinery may fluctuate as farmers purchase new equipment or
maintain existing machinery, the industry benefits from the absolute necessity of powered machinery in modern-day
farming operations. Industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to fall an annualized 0.5% over the 10 years to 2027, while Canadian GDP grows an annualized 1.7%
during the same period. While an IVA growing in line with the overall economy is characteristic of a mature industry,
other factors indicate this industry's maturity despite IVA falling during the period.

Increased automation has led to a more efficient and profitable industry. Companies unable to compete with major
operators' growing economies of scale have either exited the industry or have been acquired. The number of
companies is expected to decline during the period as a result of this merger and acquisition activity, which is
reflective of a mature industry. Additionally, as products are nearing saturation in their respective markets, the
penetration of farm machinery depends on activity in end use markets. As a result, innovation often comes from
suppliers, such as engine suppliers, in the form of reduced-emissions technologies. The innovation that occurs
within this industry is aimed at improving existing products rather than creating new ones. Industry products are
widely accepted by downstream markets and are necessary for operations. However, due to their expensive nature,
financing conditions can affect industry performance depending on how the economy is performing. Farmers are
reliant on high commodity prices to generate revenue, which in turn determines whether they can make large
purchases, including of industry products. These trends are cyclical and do not have an influence on the industry's
place in the economy.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Oilseed and Grain Farming In Canada

Vegetable Farming in Canada

Other Crop Farming In Canada

2nd Tier

Farm, Lawn & Garden Equipment Wholesaling in Canada

Machinery, Equipment and Supplies Wholesalers In
Canada

Key Selling Industries
1st Tier

Engine & Turbine Manufacturing in Canada

Steel Rolling & Drawing in Canada

Iron & Steel Manufacturing in Canada

2nd Tier

Ball Bearing Manufacturing in Canada

Screw, Nut & Bolt Manufacturing in Canada

Metal Stamping & Forging in Canada

Products & Services

  Since exports to the United States account for a very significant portion of
revenue for the Canadian Tractors and Agricultural Machinery
Manufacturing industry, product segmentation is very similar to industry
product segmentation in the United States.

Indeed, many industry establishments are located close to the US-Canada border to facilitate trade. While tractor
and related machinery manufacturers generally do not realize revenue from customer service and support activities,
they nonetheless remain an integral part of the industry's business model. Additionally, companies often maintain
close ties to dealers and distributors and the larger operators often maintain financing businesses that help facilitate
sales volume.

TRACTORS AND ATTACHMENTS

Tractors pull farm implements, hay tools, forage equipment, ground-
engaging equipment and other farm equipment.

Farms typically have at least one tractor to operate equipment such as plows, combines and baling machines. This
product segment includes both two-wheel and four-wheel drive powered tractors sold with various attachments that
facilitate different agricultural activities and is expected to represent 19.1% of revenue in 2022. Overall, tractors have
fallen as a share of industry revenue over the five years to 2022 as planting and harvesting tools have experienced
growth. This is likely due to the trend toward smaller two-wheel drive tractors within this segment.

HARVESTING MACHINERY AND CONSUMER PRODUCTS

Harvesting machinery is the second-largest agricultural product segment,
accounting for 26.0% of industry revenue in 2022.

This segment includes combines, which are large, self-propelled machines used to reap crops, such as corn, wheat,
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soybeans and barley. This segment has increased as a share of revenue over the past five years. These types of
products are typically long-lived, which enables farmers to forego new purchases as production needs wane in
response to poor commodity prices.

Products designed for nonfarm consumers, which primarily includes home lawn and garden equipment, have
experienced different trends than the rest of the industry. This class of products encompasses both powered and
nonpowered equipment that range from lawnmowers and string trimmers to hand tools. As economic conditions
have improved over much of the five years to 2022, in particular, disposable income has risen with improved
employment figures. As a result, homeowners are investing more in lawn and garden equipment and are
increasingly comfortable making larger purchases of higher priced lawn mowers. Sales of these products have
remained stronger as other parts of the industry have receded.

PLANTING, IRRIGATION, SEEDING AND FERTILIZING MACHINERY

These machines are used to plant, seed, irrigate and fertilize crops.

Planters create rows in the soil and seeders place seeds in the resulting pockets of earth. The planting process ends
with the fertilization of the cropland, using natural or chemically enhanced fertilizer. Fertilizing machines pass over
the cropland and disperse fertilizer in uniform amounts. This product segment has been boosted slightly by the
advent of precision cropping tools that use computerized guidance and data collection to make exact measurements
for seed placements and land treatments. This segment is estimated to account for 26.7% of industry revenue in
2022, climbing as a share of revenue over the past five years, even during the COVID-19 (coronavirus) pandemic as
this segment was the only one to experience increased exports in 2020.

OTHER

There is a wide array of other products manufactured by industry
operators.

For example, dairy farm equipment accounts for 0.5% of revenue in 2022. However, a large portion of sales is for
midrange equipment that is destined for landscaping service professionals. These tools typically fit in between
home-use and farm-use equipment ranges but account for a significant amount of revenue. Additionally,
nonrecreational ATVs and various vehicle classes that are situated between tractors and riding mowers fit in this
other grouping. These are used in herding cattle and for various mobility solutions on farms. Farmers also use hay
tools made by industry operators to harvest and process hay crops for livestock feed and to sell to other farmers.
Hay tools include self-propelled windrows and tractor-powered mowers that cut and condition hay crops for faster
drying before baling. This segment also includes hay rakes, which are designed to reduce drying time and place hay
crops in windrows. Round balers harvest and roll windrowed hay into circular bales; square balers harvest and
compress windrowed hay into square bales; and forage harvesters cut standing corn crops or windrowed hay crops
into silage, which is compacted grass or fodder for use as animal feed. Other equipment is estimated to account for
27.7% of industry revenue in 2022.

Demand
Determinants

In the Canadian Tractors and Agricultural Machinery Manufacturing
industry, farm machinery purchases are either self-funded or purchased
on credit.

The ability of farmers to self-finance new machinery depends upon farm income and direct government payments
that subsidize this income. In turn, farm income fluctuates based on commodity prices and crop yields, which are
sensitive to weather conditions. Farm assistance programs provide additional funds that enable farmers to purchase
new equipment.

During periods of high farm income, farmers increase their investment in machinery. Alternatively, farmers can
purchase farm machinery on credit, based on their existing level of farm debt and credit availability. Interest rates
also affect the ability for farms to finance their purchases by influencing the amount they can borrow. Since big-ticket
items, such as tractors and related farm machinery, often require a significant outlay, the interest rates they incur
has considerable bearing on the decision to buy.

Demand for industry products also depends on rural activity. Growth in the planted hectarage of crops generally
increases demand for farm machinery. Residential construction activity also affects demand for small-horsepower
tractors. These tractors come with a range of attachments and are useful for clearing land, digging and installing
foundations.

The durability of farm equipment is increasing, reducing its rate of replacement. Instead of fatigue, farmers are
replacing equipment because of the availability of technologically superior machinery that gives them an edge over
competitors. As the rate at which farmers outsource or subcontract tasks, such as harvesting and hay baling,
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increases, demand for new farm equipment declines. Subcontracting causes the work hours of farm machinery to be
spread over fewer machines. By increasing the capacity of existing machines, demand for new machines is
expected to drop.

Generally, sales of tractors and related machinery are seasonal. The timing of planting and harvesting can affect
seasonality through higher or lower average temperatures that either speed or delay normal agricultural seasons.
Manufacturers seek to reduce the effects of seasonal demands on manufacturing operations by minimizing
inventory investments. Seasonal changes in working capital levels, which typically increase at the beginning of a
year and decrease at the end of the year, also affect manufacturers' financing requirements. The fourth quarter is a
period for large retail sales because of year-end tax planning, an increase in farmers' available funds from
completed harvests and the timing of dealer incentives.

Despite the COVID-19 (coronavirus) pandemic, demand for this industry is forecast to remain steady or even
increase slightly. The federal and provincial governments have given stimulus programs to insulate farmers from the
rising economic uncertainty. As a result, farmers should be able to proceed as normal with purchasing required
agricultural equipment, benefiting the industry.

Major Markets

  Most products produced by the Canadian Tractors and Agricultural
Machinery Manufacturing industry are exported to other countries.

  However, a significant amount also goes to wholesalers, a market that is expected to grow amid the COVID-19
(coronavirus) pandemic as logistical hurdles with trade reduced export revenue in 2020.

EXPORTS

Exports' share of revenue has increased from 45.5% in 2017 to 64.8% in
2022.

Emerging economies in Asia and Latin America have increased their agricultural output to meet booming population
growth and increased food demand. Therefore, the need for agricultural equipment in these countries increased
export revenue over the five years to 2022. More importantly, exports to the United States have remained strong as
both interest rates and currency exchange rates have remained low. Trade agreements and proximity give way to
opportunities for Canadian manufacturers to sell. Moreover, lower agricultural commodity prices have directly
reduced the spending capabilities of farmers, the key downstream buyer of industry products. Exports as a share of
revenue are expected to increase slightly over the five years to 2027 as the Canadian dollar likely depreciates,
making exports more attractive on the global market.

WHOLESALERS

Machinery wholesalers purchase this industry's machinery for resale to
retail and household markets or directly to farming operations.

These wholesale operations largely consist of independent distributors and dealers that are contracted with large
manufacturers. This market segment is mainly focused on tractors and large equipment. Demand from this market
segment is sensitive to fluctuations in personal income and credit availability. The market benefits from relatively
stable demand, as wholesalers need to maintain contracts with manufacturers. However, while the relationship is
symbiotic between manufacturers and dealers, manufacturers maintain more leverage. Overall, this market is
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expected to account for 34.5% of industry revenue in 2022 and has fallen slightly over the past five years as exports
have grown.

Farming operations accounts for this market's largest end user. These operations purchase all sizes of tractors
sprayers, in addition to cultivating, planting and harvesting machinery. This market is sensitive to fluctuations in farm
income and direct government payments to farmers in the previous year. In turn, farm income depends on
commodities prices, weather conditions and incidences of disease in livestock.

Rental companies purchase machinery to provide rental inventory for clients including farmers, construction
companies and other consumers. Demand for machinery rentals is sensitive to credit availability and construction
and farming activity. Increased construction and agricultural activity will generally increase the instances of
machinery rentals. Additionally, limited credit availability drives companies and individuals to rent machinery instead
of buying it, saving on purchase costs in the short run. In recent years, short-term lease programs and commercial
rental agencies for agricultural equipment have expanded significantly. Rental agencies are often supported by
smaller manufacturers, that are better able to distribute their goods through this market.

RETAIL AND DIRECT CLIENTS

Manufacturers often sell to retail stores that have consolidated their
supply chain, which enables them to eliminate middleman costs.

Many manufacturers also sell directly to farming operations on an order basis. The market for retail is primarily for
consumer product lines, such as home and garden equipment, while the products sold directly to farm include
harvesters, tractors, seeders and similar products. Manufacturers typically focus on dealer relationships that
minimize their involvement with downstream logistics, but this market is effective for lower-cost product segments.
Additionally, smaller manufacturers with smaller distribution networks can often streamline their supply process
through sales to retail destinations. This segment accounts for an estimated 0.7% of revenue in 2022 and has
decreased as a share or revenue over the past five years as exports have grown strongly.

International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

International trade, particularly to the United States, is essential to the Tractors and Agricultural Machinery
Manufacturing industry in Canada. The industry's major players operate on a global scale to satisfy demand in
foreign markets. Additionally, these players manufacture equipment and machinery abroad and then subsequently
import them into Canada. The industry operates at a trade deficit, with imports accounting for more than twice the
value of exports.

Imports

The United States is the industry's main source of imports. A shared border and the United States-Mexico-Canada
Agreement (USMCA) both facilitate trade. Moreover, the fact that the industry's largest players have operations in
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both Canada and the United States means that establishments are constantly trading back and forth. Other key
sources of imports include China, Germany and Belgium. Developed economies with highly advanced systems
trade advanced components that are used to build final machines. Finished tractors and combines are typically too
heavy to ship internationally, excepting the United States. Imports from countries such as China are often smaller,
less value-added parts. However, the global scale of Chinese industrial companies creates opportunities for
Canadian companies to decrease costs. The appreciation of the Canadian dollar compared with its key trading
partners has increased purchasing power for Canadian buyers, though most of this has occurred in the wake of the
COVID-19 (coronavirus) pandemic. As a result, imports have accounted for an increasing share of domestic
demand, particularly during the second half of the period, satisfying 80.7% of domestic demand in 2022, up from
69.9% in 2017.

A key factor complicating trade dynamics is the level of cross-border trade between the United States and Canada.
Canadian companies buy both full tractors and other machines from the United States and sell parts to the United
States. However, this trade also works in the opposite direction, where tractors and machines in Canada are made
with parts made in the United States. Therefore, a stronger US dollar can support greater exports of Canadian
products and reduce imports. However, many of the products are made with parts imported from the United States.
This mitigates the influence of exchange rates. For example, if a major company makes tractor attachments in the
United States and tractors in Canada, they are unlikely to shut down one plant and shift production based on one-
year exchange rate volatility. Overall, the value of industry imports is expected to climb an annualized 1.3% to $6.1
billion over the five years to 2022.

Many of the factors in play during the current period, such as inflation and a strong economic rebound, are forecast
to slow, or reverse in the case of the former. As economic growth from the coronavirus pandemic slows, the
environment normalizes and the Canadian dollar depreciates, an increasing share of domestic demand will be
satisfied by Canadian goods. As a result, the value of imports is forecast to shrink an annualized 1.1% to $5.8 billion
over the five years to 2027.

Exports

Similar to imports, the United States accounts for the bulk of industry exports. The United States' shared borders
with Canada and the USMCA facilitate this trade. Other key destinations for exports include Australia, Lithuania and
Uruguay. Exports have climbed steadily during the period, as the industry, with large subsidies from farms both in
Canada and the United States, was relatively unaffected by the coronavirus pandemic. Additionally, a weaker
Canadian dollar prior to the pandemic maintained affordability of products, while economic growth after the
pandemic offset inflation. Overall, the value of exports is expected to grow an annualized 5.5% to $2.7 billion over
the five years to 2022.

Despite the anticipated depreciation in the Canadian dollar over the next five years, which would make exports more
attractive on the global marketplace, the value of exports is forecast to slow, likely as economic growth subsides.
Overall, the value of exports is expected to climb an annualized 1.0% to $2.8 billion over the five years to 2027.
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Business
Locations

  Establishments in the Canadian Tractors and Agricultural Machinery Manufacturing industry are located close to key farming
areas, large wholesalers or the border with the United States to facilitate trade. The largest percentage of establishments are
located in Ontario, which accounts for an estimated 29.8% of establishments in 2022. Ontario houses the most farms in Canada
and maintains the highest median farm income levels. This, in combination with the high concentration of manufacturing in the
province, facilitates the high concentration of industry companies.

Quebec has a similar level of manufacturing and proximity to the Great Lakes. Quebec accounts for an estimated 18.0% of
industry establishments in 2022. Manitoba, Saskatchewan and Alberta, while not typically manufacturing centres, have a high
level of farming activity. Additionally, they are close to the largest grain-producing regions in the United States, which makes them
prime locations for trade. As a result, Manitoba, Saskatchewan and Alberta account for an estimated 16.6%, 14.5% and 11.4% of
establishments, respectively in 2022. While a large portion of industry participants are small operations run near local farms, the
industry remains concentrated in a few provinces. The remaining areas all account for a significantly smaller portion of total
establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Tractors and Agricultural Machinery Manufacturing industry in Canada exhibits a low level of concentration, with
the four largest players accounting for an estimated 12.3% of revenue in 2022. A high level of research and
development, large economies of scale, extensive dealer networks and longstanding reputations make it difficult for
new players to compete with the major operators. However, the industry is composed of a wide range of agricultural
machines and equipment that many operators specialize in, which keeps the industry relatively fragmented. A large
portion of consolidation in the industry has occurred with international companies. While Deere & Company, also
known as John Deere, is one of the largest agricultural implement manufacturers in the world, it only maintains three
manufacturing locations in Canada and none of them are relevant to the industry. Moreover, the merger of Fiat
Industrial SpA and CNH Global NV, creating CNH Industrial NV (CNH Industrial), created the world's third-largest
capital goods company and further increased its global scale. However, CNH Industrial only maintains one large
facility in Canada, located in Saskatoon, SK. It is the largest manufacturer in the industry and holds 8.8% of industry
market share in 2022. Most industry operators are small, with 57.4% of establishments estimated to employ fewer
than five individuals. The current level of small operators makes the industry a target for acquisitions. Mature
industries tend to consolidate and the prevalence of large multinationals that operate in the industry should lead to
future acquisitions. Recently, major Canadian auto parts manufacturer Linamar Corporation bought out the
Winnipeg-based agricultural machinery manufacturer MacDon Industries Ltd. However, acquisitions may be in name
only, as brand recognition and local dealer loyalty are desired by large companies seeking expansion. As a result,
the number of establishments are expected to decline in step with enterprises. This industry is fragmented, which
has caused concentration to increase slightly due to the COVID-19 (coronavirus) pandemic. Smaller operators may
not have the reserve to survive tough economic conditions and may be forced to merge or be acquired by a larger
operator to survive.

Key Success
Factors

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

Effective quality control:
Industry operators need to produce consistent quality to boost sales through brand development.

Research and development:
Research and development enables operators to develop new products and exploit niche markets, thus giving them
an edge over competitors.

Guaranteed supply of key inputs:
Long-term contracts with suppliers of key manufacturing inputs such as steel can help mitigate unexpected price
hikes in commodity prices.

Meeting emissions standards:
Companies that fail to meet regulations concerning engine emissions could be fined or lose favour in the market.

Ability to quickly adopt new technology:
Operators should adopt new technology quickly and make the most of innovations.

Ability to provide testing or thermometers for on-site employees:
Manufacturing work cannot be done remotely. Keeping employees safe and production facilities online will give
operators an advantage.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 7.7% of revenue in 2022, down from 11.2% in
2017. The average industry profit margin decreased over the first half of
the five years to 2022, bottoming out in 2020 amid the COVID-19
(coronavirus) pandemic. Profit has recovered in 2021 and 2022, but
has not reached the levels experienced at the beginning of and prior to
the current period.

 

  Wages

Wages are expected to account for 18.9% of industry revenue in 2022,
down from 19.0% in 2017. Several underlying factors are contributing to
the fall in wages' share of revenue. The number of employees per
establishment has declined slightly, while more labour-intensive
locations have exited the industry. Automation in the production
process is expected to lead to more efficiency, but this has not been
reflected in the numbers because it takes time to adapt to these
changes. However, wages have increased since revenue has outpaced
employment and establishment growth, which is primarily from higher-
paying locations remaining in the industry.
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  Purchases

Purchases are expected to account for 48.2% of industry revenue in
2022, down slightly from 49.9% in 2017, despite increasing commodity
prices such as steel and crude oil. However, purchases as a share of
revenue have fluctuated over the five years to 2022, similar to industry
profit. Many companies in the industry purchase parts and components
from the United States. As the US dollar has appreciated in recent
years, this has placed upward pressure on the cost of inputs. This
increased purchases from its low experienced in 2020.

 

  Marketing

Marketing costs are expected to account for 3.4% of industry revenue
in 2022.

 

  Depreciation

Depreciation is expected to account for 2.0% of industry revenue in
2022, stagnating during the period. The industry operates many
depreciable assets that are used for the manufacturing of the products.
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  Rent

Rent expenses are expected to account for 2.6% of industry revenue in
2022.

 

  Utilities

Utility expenses are expected to account for 1.0% of industry revenue
in 2022.

 

  Other Costs

Other expenses are expected to account for 16.1% of revenue in 2022.
Other costs include general and administrative expenses, freight,
insurance expenditures and costs associated with environmental
compliance.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  There is a moderate level of competition in the Canadian Tractors and
Agricultural Machinery Manufacturing industry.

Large, diversified companies are price makers within the industry. Therefore, price-based competition between them
is low. Instead, the industry's leading operators primarily compete on product quality, performance and innovation,
efficient production and distribution arrangements, customer service and the establishment of brand names.

When determining product quality and durability, consumers consider the total cost of the product over its useful life.
These costs include the up-front purchase cost, maintenance costs, running costs, the cost of downtime and the
product's resale value. Financing options also present a basis for competition when it comes to the purchase of the
latest, most innovative equipment. Since the industry's machinery usually requires a large outlay of capital, many
items are bought on credit. The ability of operators to offer low-interest rates and multiple leasing options helps them
gain an edge over competitors. Due to the tight credit conditions experienced as a result of the financial crisis,
operators that provide access to reliable financing will attract more business than those that can offer only limited
financing to customers.

With regard to product quality, the manufacturing of energy-efficient, low-emission machinery can lend a competitive
advantage, especially given the high oil prices of recent years and regulatory emission standards. Additionally, the
production and distribution of such energy-efficient products must be undertaken with an eye toward efficiency.
Flexible labour agreements that avert strikes in domestic and overseas workforces, shipping fleets that run on
alternative fuels and long-term supply contracts help mitigate the costs that arise when managing globalized
manufacturing operations. Industry operators endure competition from manufacturers in the United States and other
relevant countries, which have outstanding reputations across the globe and have the ability to innovate and
produce quality equipment. Consequently, exchange rates and other global macroeconomic variables can affect the
ability of industry operators to compete abroad where some major markets exist.

The technical nature of farm machinery raises the importance of after-sales service to customers. Operators that
offer reliable after-sales service will attract more customers than those that simply sell the product. In today's
hyperconnected world, customer service means offering technical support 24 hours a day through phone and online
channels. User manuals must also be available for download from a manufacturer's website. Established brand
names are also an important competitive tool for industry operators. Over time, different brands develop a reputation
for quality and durability, isolating them from other brands of the same product.

The COVID-19 (coronavirus) pandemic is expected to slightly increase competition. While the federal and provincial
governments have provided significant economic assistance, including stimulus plans and low interest rates, to keep
the agricultural sector strong to avoid a food shortage, the market for industry products is still forecast to experience
only slight growth amid the brutal operating conditions. As a result, competitors will likely compete more fiercely for
business in an uncertain market.

Barriers to
Entry

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

  There are no licensing requirements, government
regulations or resource constraints that are significant
enough above other manufacturing industries to prevent
operators from entering the Canadian Tractors and
Agricultural Machinery Manufacturing industry. The
acquisition of manufacturing facilities fitted out with the
equipment required to manufacture agricultural equipment
requires a large capital investment. The magnitude of this
financial commitment deters some operators from
entering the industry. There is also a low concentration of
operators within this industry, giving them the ability to
exercise a high degree of market power. The cost of
entering and competing with incumbent operators that
have strong relationships in downstream markets and
long histories may deter some operators from entering.
While barriers to entry are low, barriers to success are
high as a new entrant will have to compete with the
industry's largest players' well-established brand names,
technological expertise and extensive economies of scale.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady
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  The Tractors and Agricultural Machinery Manufacturing industry in Canada exhibits high levels of trade and foreign
ownership. Significant ratios of imported and exported goods traded as a percentage of revenue indicate the industry's
links to global influences. Also, the industry's largest companies operate on a global level, with production and distribution
capabilities located overseas. In recent years, many operators have relocated manufacturing operations to countries with
lower production costs to enhance profitability. CNH Industrial NV is owned by Fiat Industrial SpA, which is based in Italy.

The industry's high level of globalization may have slightly hurt stronger revenue increases during the COVID-19
(coronavirus) pandemic. While high levels of foreign ownership do not have a strong influence on revenue in the short
term, the industry's reliance on global trade may cause supply chain disruptions. While borders remain open to trade,
there are additional logistical hurdles to clear to limit the spread of the virus, causing delays.
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Major Companies

Major Players CNH Industrial NV

Market Share: 8.8%

  headquartered in the United Kingdom and the Netherlands. Founded in 2013 through the merger of CNH Global NV
(CNH Global) and Fiat Industrial SpA (Fiat Industrial), the company manufactures agricultural and construction
equipment; trucks and commercial vehicles; buses; and specialty vehicles for firefighting, defence and other uses. It
also manufactures engines and transmissions for vehicles, in addition to engines for marine and power-generation
uses. The company operates industrial and financial-service operations in 44 countries and supplies products to
customers in 180 countries. The company generated $39.6 billion in total revenue in 2021 (latest data available).

The company's industry-relevant operations are within its agricultural equipment segment. Through this segment,
CNH Industrial manufactures tractors, combine harvesters, hay and forage equipment and tillage and sprayer
equipment, under the brands Case IH Agriculture and New Holland Agriculture. CNH Industrial has a significant
global presence. The company's North American equipment operations encompass operations in Canada, the
United States and Mexico, which accounted for 25.3% of global revenue in 2021 (latest data available). The
company's sole manufacturing facility in Canada is located in Saskatoon, SK, where it manufactures equipment
such as sprayers and seeders, in addition to housing a research and development centre.

In 2012, Fiat Industrial, which was already the majority stakeholder in CNH Global with an 88.0% equity stake,
announced plans to acquire the remaining 12.0% of the company and combine businesses. The deal was finalized
in late November 2012 after Fiat Industrial enhanced its offer with a $10.00 per share dividend, and the agreement
officially closed in 2013. The newly created company is based in the Netherlands and listed on the New York Stock
Exchange. In February 2017, the company increased its agricultural businesses with the acquisition of Kongskilde
Industries A/S, a maker of grass and soil implements.

Financial performance

CNH Industrial's industry-relevant revenue is expected to decline an annualized 7.5% to $366.4 million over the five
years to 2022. The company has become a large player in farm technology and operates 59 research and
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development centres across five continents. Despite this large research and development activity, the company's
industry-relevant operating profit, measured as earnings before interest and taxes, is expected to increase, rising an
annualized 13.2% to $12.1 million over the five years to 2022. Due to the COVID-19 (coronavirus) pandemic, CNH
Industrial has experienced increased competition in addition to declining industry-relevant revenue in 2020.

 
CNH Industrial NV (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 255.2 N/C 6.5 N/C
2018 285.0 11.7 15.0 130.8
2019 285.4 0.1 12.8 -14.7
2020 279.0 -2.2 -5.8 N/C
2021 351.0 25.8 22.0 N/C
2022 366.4 4.4 12.1 -45.0

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

Other Companies Buhler Industries Inc.

  Market Share: 2.2%
  Buhler Industries Inc. (Buhler) was established in Winnipeg, MB, in 1932. The original company, Standard Gas and

Engine Works, was purchased and subsequently renamed by John Buhler in 1969. The company operates almost
exclusively in the Canadian Tractors and Agricultural Machinery Manufacturing industry and is primarily focused on
the North American market. Buhler is a full-line manufacturer, with capabilities in a broad product portfolio.

Buhler currently maintains two brand names, which include Farm King and Versatile. Through its manufacturing
activities, the company generated $253.4 million in fiscal 2021 (latest data available, year-end September). The
company's structure changed drastically in 2007 when 80.0% of it was purchased by Combine Factory Rostselmash
Ltd., a Russian operation. This created a new manufacturing establishment in Russia and a connection to more than
200 dealers in the region, in addition to the six North American factory locations. The Canadian establishments are
located in Morden, MB; Winnipeg, MB; and Vegreville, AB. The company has struggled over the five years to 2022
due to the headwinds in the downstream farming industries and the COVID-19 (coronavirus) pandemic affecting
operations. Buhler is expected to generate $90.0 million in industry-relevant revenue in fiscal 2022, accounting for
2.2% of the industry.

Alamo Group Inc.

  Market Share: 1.0%
  Founded in 1969, Alamo Group Inc. (Alamo Group) is headquartered in Seguin, TX, and manufactures machinery

for several applications, including agriculture equipment and infrastructure maintenance tools. Alamo Group
manufactures Bush Hog rotary mowers, Dixie Chopper zero-turn mowers and Bomford cultivators, among other
relevant agricultural products. The company employed an estimated 4,200 workers and generated $1.7 billion in
global revenue in 2021 (latest data available). Similar to other companies, Alamo Group has suffered from
fluctuating demand in recent years due to the coronavirus pandemic.

Most of Alamo Group's manufacturing is done in North America, where 19 of its 29 facilities are located, including
three in Canada, though there are also locations in Europe, Brazil and Australia. Only one Canadian facility is
relevant, which is located in Englefeld, SK. Alamo Group manufactures mechanical rotary mowers at its Englefeld
location under the Schulte brand. IBISWorld estimates that the company will generate $41.9 million in industry-
relevant revenue in 2022, accounting for 1.0% of the industry.

Allan Equipment Manufacturing Ltd.

  Market Share: 0.3%
  Allan Equipment Manufacturing Ltd. (Allan Equipment Manufacturing), which is located in York, PE, is a

manufacturer of several different pieces of farm equipment, including mowers, harvesters and hillers. The company
is located in a 11,148.4 square metre production facility that features welders, drill presses and plasma cutters,
among other tools. The coronavirus pandemic demand has affected Allan Equipment Manufacturing by hurting the
company's downstream demand from crop farmers, though low demand likely to reverse moving forward. Allan
Equipment Manufacturing is private and does not release financial data. However, IBISWorld estimates that the
company will generate $10.4 million in industry-relevant revenue in 2022, accounting for 0.3% of the industry.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Tractors and Agricultural Machinery Manufacturing
industry in Canada exhibits a low to moderate level of
capital intensity. The industry is expected to spend $0.10
on capital for every $1.00 spent on labour in 2022, which is
a slight decrease from 2017. This industry exhibits low to
moderate levels of revenue volatility, which prevents cost
structure from differing significantly from year to year,
depreciation levels consistent over the five years to 2022,
while wages have dropped slightly.

The manufacturing process requires large amounts of
capital in the form of plants and equipment, as it is primarily
focused on large industrial machinery, where the
processes are automated to increase production speed
and efficiency. These automated production lines rely on
computer technology and hydraulic robotic equipment to
assemble agricultural implements. However, the increasing
trend of using external distributors and outsourcing
research and development has partially offset these capital
costs. Outsourcing trends arise due to economies of scale
attained in separating these secondary functions from
manufacturing operations. A significant portion of
technological advancement in the industry is performed by
large multinationals, but these companies are primarily
located abroad.
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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.

Low Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

Low Market
Concentration

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

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

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

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The Tractors and Agricultural Machinery Manufacturing industry in Canada
occupies a crucial piece of the supply chain for the agricultural sector in
Canada, so there are no imminent technological threats with a major potential
of disruption that could shift away demand from machinery.

However, technological disruption has the potential to affect downstream and upstream industries in the farming sector,
which would, in turn, affect demand for tractors and agricultural machinery. Technological advancements in seed genetics
and modification have made crops more efficient to grow and more resistant to plagues and illnesses. This has the potential
to hamper demand for sprayers that apply pesticides or irrigation systems that are required for efficient farming. Moreover,
more likely disruptions occur downstream with consumers. Any potential technological developments in food processing
and manufacturing that can shift away demand from animal-based products to other foods could hurt the animal production
sector and certain crop farming industries, which would, in turn, hurt demand for agricultural machinery.

The level of technology change is    High

  Technology is altering the way that humans operate machinery produced by
the Canadian Tractors and Agricultural Machinery Manufacturing industry as
more equipment includes computer-monitoring systems, GPS locators and
self-steer programs.
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Moving forward, most agricultural machines will likely drive themselves using GPS maps and electronic sensors.
Furthermore, data analytics are working their way into mapping crop plantings. Prescription planting technology uses GPS
locators and soil data to calculate the highest potential yield for every hectare by calculating the optimal distance for crop
row plantings. Big agribusiness companies such as the Monsanto Company and DuPont de Nemours Inc. have been
working on developing marketable products in this field to sell directly to farmers or integrate into tractors and combines.
Most recently, companies have been focusing on automation as the next step in the industry. The New Holland brand,
produced by CNH Industrial NV, introduced a prototype automated tractor in in August 2016 and other large companies
have introduced similar models. Deere and Company's autonomous tractor will be on assembly lines in late 2022. As this
technology enters production readiness, smaller manufacturers will focus on equipment that can be affixed to these new
tractors to optimize their efficiency. Therefore, in addition to GPS technology, an overall focus on connectivity driven by
sensors will be key to smaller manufacturers remaining relevant. This trend is expected to increase purchases costs as
manufacturers spend more on technology components from other industries, while also facilitating further expansion and
strategic partnerships with large companies in the technology and software space.

On the production side, automated assembly has increased in prominence. On the client side, industry technology change
is centred on research and development to deliver new and improved products that address problems with farmers'
productive capacities, such as soil erosion and pest infestation. With regard to the manufacturing process, significant
technological advancements have occurred in production lines during recent years. Computer-aided manufacturing that
uses robots instead of humans is now common among some of the industry's largest players. Also, tractors are slowly
losing their stigma as an environmental burden. New innovations have been addressing the viability of alternative fuels in
agricultural machinery so that farms can work toward becoming energy independent and more efficient. A new exhaust
scrubbing system, which mixes urea into the catalyst chamber of the engine, actually makes exhaust output cleaner than
the air going in.

Many farmers have adopted alternative tillage practices to control soil erosion and lower production costs. Agricultural
machinery manufacturers have responded by introducing leading-edge planters, drills and tillage equipment and self-
propelling sprayers. New tractor technology has also placed downward pressure on the labour required to farm. For
example, load-sensing technology on tractors anticipates work demands and automatically adjusts hydraulic flows and
pressures to match. Manufacturers produce a range of under-40 horsepower tractors that can support an array of
attachments, including mowers, graders and tillers.

Revenue
Volatility

The level of volatility is    Medium

  The Tractors and Agricultural Machinery Manufacturing industry in Canada
has exhibited a low to moderate level of revenue volatility over the five years
to 2022.

Commodity and energy prices, exchange rates and weather conditions heavily influence industry revenue since these
directly affect the farming income and operating conditions. Additionally, seasonal patterns in retail demand hold the
potential to increase revenue volatility. Borrowing costs and interest rates are influenced by domestic and international
economic conditions, which change frequently. The underlying need for tractors and agricultural machinery remains the
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offsetting factor that has traditionally moderated revenue movements amid all these variables. Despite this moderating
effect, tractor sales tend to follow a cyclical pattern that produces volatility. However, much of the volatility of demand for
the industry's products has been offset by price increases by manufacturers during the periods that demand is low.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The only regulations that apply to participants in the Canadian Tractors and
Agricultural Machinery Manufacturing industry are based on environmental
compliance standards.

These standards can increase operating costs associated with retrofitting engines and undertaking technical research and
development geared toward improving tractor and machinery efficiency. For example, the Tier IV engine standards, which
were finalized in 2014, have caused a shift in engine manufacturing. Industry operators that are not in compliance with
environmental regulations may be subject to fines. The Canadian Environmental Protection Act is the primary piece of
legislation that governs the pollution that operators emit into the environment. Additionally, the announcement of $10.1
billion in transportation and trade infrastructure spending in the 2017 budget is expected to benefit the industry. As an
industry that is heavily reliant on trade, any policy that affects Canadian trade levels will have an effect on the industry.

Industry operators also must ensure that they and their employees abide by rules and regulations related to the COVID-19
(coronavirus) pandemic. These include capacity restrictions in company buildings, mask mandates for employees and
testing or vaccine requirements, among other safety measures.

Industry
Assistance

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

Canada does not have any applicable import tariffs on standard tractors or
pedestrian-controlled internal combustion engine tractors produced in the
Canadian Tractors and Agricultural Machinery Manufacturing industry.

The government does apply a 6.0% tariff on most favoured nations for other types of tractors. Additionally, HS coded
8701.95 tractors exceeding 130.0 kW, specifically yard shunting tractors, have a 6.0% tariff. In general, Canadian tariff
schedules for industry products carry a 6.0% tariff for parts and machines labelled as other. However, these items are duty-
free when traded with the United States, which is the industry's primary trading partner. While there is limited industry
assistance derived from tariffs, there are several industry associations that support domestic manufacturing. The
Association of Equipment Manufacturers, while based in the United States, measures and reports on Canadian tractors
shipments. The primary industry association is the Agricultural Manufacturers of Canada, which represents more than 300
equipment makers.

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. 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 revenue of at least 15.0% in March and 30.0% in both April and May.
That program will be in place until at least May 7, 2022.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Feed Index

(Index)
2013 4,539 1,498 553 532 14,593 2,287 6,133 845 8,385 103
2014 4,399 1,366 548 522 13,870 2,259 5,698 864 7,838 98.0
2015 4,423 1,555 540 513 13,208 2,006 5,428 879 7,844 97.7
2016 4,430 1,619 535 509 12,580 1,956 5,137 876 7,611 96.5
2017 4,532 1,462 537 506 13,052 2,064 5,741 863 8,210 94.6
2018 4,612 1,456 538 503 12,090 2,330 6,190 911 8,471 102
2019 4,155 1,221 530 501 12,524 2,412 5,453 829 7,196 103
2020 4,232 1,105 512 496 12,021 2,427 5,036 801 6,841 105
2021 4,086 1,206 517 491 11,732 2,667 5,714 780 7,133 116
2022 4,154 1,190 518 491 11,800 2,691 6,121 787 7,584 118
2023 4,167 1,195 517 490 11,781 2,708 6,004 786 7,462 119
2024 4,231 1,212 518 491 11,878 2,757 5,996 794 7,470 120
2025 4,259 1,212 518 491 11,894 2,781 5,934 796 7,412 121
2026 4,290 1,223 518 491 11,939 2,808 5,877 799 7,358 122
2027 4,309 1,230 518 490 11,956 2,828 5,804 801 7,285 123

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Price of
Feed Index

(%)
2013 1.76 9.35 0.18 -2.03 -2.17 5.41 7.21 -0.85 4.67 3.22
2014 -3.10 -8.79 -0.91 -1.88 -4.96 -1.24 -7.10 2.22 -6.53 -5.07
2015 0.55 13.9 -1.46 -1.73 -4.78 -11.2 -4.75 1.71 0.09 -0.31
2016 0.14 4.09 -0.93 -0.78 -4.76 -2.53 -5.35 -0.37 -2.97 -1.26
2017 2.32 -9.70 0.37 -0.59 3.75 5.53 11.8 -1.42 7.86 -1.97
2018 1.74 -0.44 0.18 -0.60 -7.38 12.9 7.81 5.51 3.19 8.24
2019 -9.91 -16.2 -1.49 -0.40 3.58 3.51 -11.9 -8.97 -15.1 0.92
2020 1.84 -9.45 -3.40 -1.00 -4.02 0.61 -7.66 -3.38 -4.94 2.00
2021 -3.46 9.05 0.97 -1.01 -2.41 9.88 13.5 -2.63 4.26 10.2
2022 1.67 -1.31 0.19 0.00 0.57 0.91 7.12 0.80 6.32 1.67
2023 0.30 0.43 -0.20 -0.21 -0.17 0.62 -1.91 -0.08 -1.60 0.98
2024 1.55 1.43 0.19 0.20 0.82 1.80 -0.14 0.97 0.11 0.87
2025 0.65 -0.02 0.00 0.00 0.13 0.89 -1.03 0.22 -0.78 0.96
2026 0.71 0.88 0.00 0.00 0.37 0.96 -0.97 0.45 -0.73 0.76
2027 0.44 0.59 0.00 -0.21 0.14 0.69 -1.25 0.20 -1.00 0.37

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 33.0 73.1 50.4 311 18.6 26.4 57,932
2014 31.1 72.7 51.4 317 19.6 25.3 62,307
2015 35.2 69.2 45.4 335 19.9 24.5 66,551
2016 36.6 67.5 44.1 352 19.8 23.5 69,618
2017 32.3 69.9 45.5 347 19.0 24.3 66,151
2018 31.6 73.1 50.5 381 19.8 22.5 75,352
2019 29.4 75.8 58.0 332 20.0 23.6 66,217
2020 26.1 73.6 57.3 352 18.9 23.5 66,658
2021 29.5 80.1 65.3 348 19.1 22.7 66,510
2022 28.6 80.7 64.8 352 18.9 22.8 66,661
2023 28.7 80.5 65.0 354 18.9 22.8 66,718
2024 28.6 80.3 65.1 356 18.8 22.9 66,821
2025 28.5 80.1 65.3 358 18.7 23.0 66,882
2026 28.5 79.9 65.5 359 18.6 23.0 66,932
2027 28.5 79.7 65.6 360 18.6 23.1 66,971

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

Worldwide Agricultural Machinery & Farm Equipment Directory
http://www.agmachine.com

Agriculture and Agri-Food Canada
http://www.agr.gc.ca

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Agricultural Manufacturers of Canada Inc.
http://www.a-m-c.ca

Industry Jargon COMBINE
A harvesting machine that heads, threshes and cleans grain while moving over a field.

SEEDER
An agricultural device used to plant seeds in well-spaced rows at specific depths and rates.

TILLAGE
The agricultural preparation of the soil by ploughing, ripping or turning it.

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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