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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:

· Despite the COVID-19 (coronavirus) pandemic, revenue is still expected to grow in the Construction Machinery
Manufacturing industry. For more detail, please see the Current Performance chapter.

· Industry profit has declined over the five years to 2021, partially due to the coronavirus pandemic. For more detail,
please see the Cost Structure Benchmarks chapter.

· The industry is expected to receive some extra assistance due to the adverse economic effects of the pandemic.
For more detail, please see the Industry Assistance 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 construction machinery and equipment for use in residential, nonresidential, highway,

street and other infrastructure construction. This industry does not manufacture agricultural or mining vehicles such
as farming tractors or mining drills.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Manufacturing construction machinery parts

Manufacturing trucks and other vehicles

Manufacturing lifting and handling machinery

Manufacturing grading and excavating machinery

Manufacturing snowplowing machinery

Manufacturing machinery for handling stone, ore and minerals

Manufacturing tractors

The major products and services in this industry are:

Lifting, handling, loading machinery

Other construction machinery and equipment including parts

Diesel powered trucks and parts

Parts of cranes, work trucks and shovels

Agricultural and forestry machinery
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Supply Chain

SIMILAR INDUSTRIES

Tractors & Agricultural Machinery
Manufacturing in Canada

Mining, Oil & Gas Machinery
Manufacturing in Canada

Plastics & Rubber Machinery
Manufacturing in Canada

Semiconductor Machinery
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Construction Machinery
Manufacturing in the US

Demolition Equipment
Manufacturing

Chipping & Grinding Equipment
Manufacturing

Truck-Mounted Crane
Manufacturing

Mining and Construction
Machinery Manufacturing in
Australia

Construction Equipment
Manufacturing in China

Mining, Quarrying & Construction
Machinery Manufacturing in the
UK

Mining, Quarrying & Construction
Machinery Manufacturing in Ireland

Tower Crane Manufacturing      
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Industry at a Glance
Key Statistics

$2.4bn
Revenue

Annual Growth

2016–2021

1.3%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$142.0m
Profit

Annual Growth

2016–2021

-11.2%

  Annual Growth

2016–2021

 

5.9%
Profit Margin

Annual Growth

2016–2021

-5.5pp

  Annual Growth

2016–2021

 

360
Businesses

Annual Growth

2016–2021

-0.1%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

4,952
Employment

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

 

$429.6m
Wages

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

20.6%
World price of steel

2.4%
Government consumption and
investment

-1.1%
Value of nonresidential
construction

4.2%
Value of residential construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady

MIXED IMPACT

  Life Cycle
Mature   Technology Change

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The industry has benefited from strong growth in US
construction markets

 The value of nonresidential construction has decreased,
which has fuelled industry volatility during the period

 Industry operators have experienced lower than usual profit
over the past five years

 Rising consumer confidence is expected to help grow
demand for nonresidential construction

 International manufacturers will likely continue to pose
challenges to domestic operators

 As the industry shifts to producing more specialized
products, the number of enterprises will likely grow

 Despite rising demand from export markets, the industry has
struggled to compete with foreign manufacturers
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Value of residential construction
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Executive Summary Shifting gears: Improving commodity prices will likely support
nonresidential construction expenditures

Operators in the Canadian Construction Machinery Manufacturing industry produce a variety of equipment used for
commercial, residential and public construction projects. The industry has experienced significant revenue volatility
over the five years to 2021, although ultimately, revenue has grown. The industry has benefited in particular from
strong growth in US housing markets, as over half of industry revenue is generated through exports, most of which
are bound for the United States. The industry has also benefited from the subsequent depreciation in the Canadian
dollar, which helped boost exports and lead to growth over the five years to 2021 despite the decrease in
nonresidential construction. Overall, industry revenue has risen at an annualized rate of 1.3% to $2.4 billion over the
five years to 2021, including an increase of 3.1% in 2021 alone. This growth in 2021 can be mainly attributed to the
expected economic recovery after volatility due to the COVID-19 (coronavirus) pandemic

Despite strong performance and rising demand from export markets, the industry has struggled to compete with
foreign manufacturers, either abroad or domestically. The value of industry exports has risen an annualized 2.2% to
$1.5 billion over the five years to 2021. Construction machinery manufacturers in the United States and Japan
provide the bulk of equipment used across Canada. As a result, almost 90.0% of domestic demand is expected to
be satisfied by imports in 2021. This persistently high foreign presence ensures that even when construction activity
grows, domestic operators are not in a position to fully capitalize on this. Despite the industry's reliance on foreign
products, the value of industry imports has fallen an annualized 0.3% to $6.1 billion over the five years to 2021. In
addition, industry profit has decreased since operators have experienced many challenges stemming the
coronavirus pandemic.

Over the five years to 2026, the industry is expected to grow in a similar fashion. The industry will likely benefit from
improving commodity prices, which is expected to lead to increased investment in related infrastructure and support
nonresidential construction expenditure. Further, the current administration has initiated a variety of programs
induced to expand domestic infrastructure spending, which will likely assist the industry moving forward. Overall,
IBISWorld forecasts industry revenue will rise at an annualized rate of 2.2% to $2.7 billion over the five years to
2026.
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Industry Performance

Key External
Drivers

Value of residential construction

The value of residential construction measures total spending on new residential dwellings and renovation and
repair work. Such construction requires industry machinery, and thus, growing demand plays a role in demand for
industry products. The value of residential construction is expected to increase in 2021, representing a potential
opportunity for the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of exchange rates that compares the
Canadian dollar with the currencies of Canada's primary trading partners. An increase in the CEER index makes
products manufactured in Canada more expensive and less competitive internationally. The CEER index is
expected to increase in 2021.

 

Value of nonresidential construction

The value of nonresidential construction measures expenditure on office buildings, hospitals, factories, power plants,
mining shafts, communication lines and other structures, and demand for these structures influences demand for
industry products. The value of nonresidential construction is expected to decrease in 2021, posing a potential threat
to the industry.

 

Government consumption and investment

Government expenditure and investment measures the value of services produced by federal, provincial and local
governments, as well as investment in fixed assets. These services can include construction on a variety of public
structures that require industry machinery and can affect industry revenue. Government expenditure and investment
is expected to rise in 2021.

 

World price of steel

The world price of steel measures the average price of steel mill products, such as bars, sheets, strips, plates and
wires. Steel is a key input for industry products, and therefore, an increase in the price of steel will likely increase the
price of industry products. The world price of steel is expected to increase in 2021.
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Current
Performance

Operators in the Canadian Construction Machinery Manufacturing
industry produce a variety of machinery and equipment that is used in the
construction of residential, nonresidential, highway, road and other
infrastructure development.

Over the five years to 2021, industry revenue has been highly volatile, in line with significant volatility in domestic
construction markets, commodity prices and international trade conditions. The industry has benefited from strong
export activity, which has supported revenue growth during the period. However, the industry has contended with
persistently high competition from external manufacturers capable of producing goods at lower cost; further, imports
have accounted for nearly 90.0% of domestic demand over the past five years. In addition, the industry has
contended with unsteady economic conditions, particularly due to the COVID-19 (coronavirus) pandemic. The
coronavirus pandemic has caused many of downstream markets to reduce their demand for industry goods

Over the past five years, the industry has been highly volatile, but overall, has experienced growth. It performed well
prior to the current period; however, when commodity prices began to fall in 2016, a corresponding depreciation in
the value of the Canadian dollar helped to boost export figures and lead to growth that year despite declining
demand from several major domestic markets. The industry has benefited from growth in construction markets in the
United States, the industry's largest trading partner, although its performance was hampered by domestic conditions
during the middle of the period, when falling oil and gas prices resulted in slashed investment in related
infrastructure, damaging demand from a key market. However, commodity prices have since recovered somewhat,
and industry revenue rebounded in 2018 and 2021, primarily aided by strong construction activity in the United
States, which increased exports while prices domestically continued to grow. Overall, industry revenue has
increased at an annualized rate of 1.3% to $2.4 billion over the five years to 2021, with including an increase of
3.1% in 2021 alone as demand for industry goods is expected to recover following the coronavirus pandemic.

TRADE BOLSTERS PERFORMANCE

The industry has consistently generated more than half its revenue from
exports, and as a result, international trade conditions are crucial to
industry performance.

Over the past five years, the industry has benefited from strong growth in US construction markets, particularly
residential, and an appreciation of the US dollar, which has increased the price and value of industry exports. This
has bolstered demand for industry projects, and thus, exports destined for US markets has risen during the period.
Exports as a share of revenue have grown from 57.7% of revenue in 2016 to 60.3% in 2021. Further, the value of
exports has grown an annualized 2.2% to $1.5 billion over the five years to 2021. While Canadian manufacturers
experience strong competition in export markets from foreign competitors, Canada's proximity to the United States
has helped to minimize transport costs, and the lack of tariffs due to both countries' participation in the United
States-Mexico-Canada (USMCA) agreement has provided further help to industry operators.
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Meanwhile, the value of imports has slightly decreased, falling at an annualized rate of 0.3% to $6.1 billion over the
five years to 2021. Foreign operators often benefit from the economies of scale many of them experience over
domestic operators, many of which are smaller companies. In addition, Canadian construction machinery
manufacturers have struggled to compete with an increasingly globalized manufacturing world due to relatively high
labour and capital costs. The industry allocates a significantly larger proportion of revenue to wages than other
manufacturing countries, and therefore, provides more expensive products. Industry wages have risen at an
annualized rate of 4.1% to $429.6 million over the five years to 2021, and account for 17.9% of revenue in 2021, a
higher proportion than many foreign competitors. This forces operators to charge more for their products, making
foreign products more competitive.

DOMESTIC MARKETS

While trade accounts for most industry revenue, domestic performance is
also key.

Both residential and nonresidential construction compose key domestic markets for manufacturers. The value of
residential construction has grown sluggishly, increasing at an annualized rate of 1.8% over the five years to 2021.
Improved economic conditions has helped to drive this growth, with low interest rates and growing consumer
confidence leading to increased spending and more people purchasing homes. As a result, the persistent growth in
residential construction has led to a corresponding growth in demand from construction contractors for machinery,
replacement parts and equipment upgrades.

While improved residential construction markets in Canada and abroad have helped to boost industry revenue, this
has been tempered by a decline in nonresidential construction activity in Canada. With the prices of crude oil and
natural gas falling in 2016 and 2020, downstream extraction companies have experienced declining revenue and
have subsequently cut down on investment in related infrastructure and exploration. Overall, the value of
nonresidential construction has decreased at an annualized rate of 1.4% over the five years to 2021, which has
severely dampened industry growth and fuelled volatility during the period.

INDUSTRY STRUCTURE AND PROFITABILITY

Industry operators have experienced lower than usual profit over the past
five years, as the coronavirus pandemic has caused uncertain global
conditions.

In addition, rising steel prices have caused operators to spend more on inputs, thus decreasing their profit. As a
result, industry profit, measured as earnings before interest and taxes, is expected to account for 5.9% of revenue in
2021, down from 11.4% in 2016.

This strong decrease in profit has incentivized more locations to close or operators merge with larger companies. As
a result, the number of establishments has decreased an annualized 0.1% to 407 locations over the five years to
2021. In addition, employment has been limited as many establishments have entered the industry with fewer
workers than the historical average.
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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 2,096 485 376 335 5,859 1,182 8,390 350 9,303 204
2013 1,885 462 415 369 5,893 1,041 6,907 287 7,750 195
2014 2,309 598 403 356 5,997 1,230 7,271 394 8,350 187
2015 2,508 660 415 366 6,034 1,398 6,907 433 8,017 131
2016 2,254 655 410 361 5,302 1,301 6,165 352 7,118 144
2017 2,069 732 401 353 5,559 1,361 8,214 361 8,922 187
2018 2,556 688 421 369 8,140 1,561 9,098 541 10,092 219
2019 2,481 723 398 350 5,013 1,610 8,141 437 9,012 177
2020 2,334 342 403 357 4,852 1,410 6,227 420 7,150 166
2021 2,406 622 407 360 4,952 1,451 6,085 430 7,041 180
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Industry Outlook
Outlook Over the five years to 2026, the Canadian Construction Machinery

Manufacturing industry is forecast to experience growth.

The industry will likely benefit from steady growth in commodity prices, which will likely result in a continued rebound
in nonresidential construction markets domestically. The US dollar is expected to depreciating, which may hurt
Canadian exports, while import penetration is likely to continue to satisfy most domestic demand. However, while
housing markets are expected to be subdued, the current administration has created several programs designed to
boost investment in Canadian infrastructure, which are expected to provide a source of demand for industry
products. Overall, industry revenue is anticipated to grow at an annualized rate of 2.2% to $2.7 billion over the five
years to 2026.

DOMESTIC CONSTRUCTION MARKETS

Rising consumer confidence and per capita disposable income is
expected to help grow demand for nonresidential construction.

These factors indicate healthy business sentiment and should help to stimulate investment in commercial buildings
and structures. Further, the energy sector is a key market for industry products, and the rebound in commodity
prices is forecast to continue, which will likely help further stimulate exploration and investment in related
infrastructure by this sector, boosting demand for industry products. Overall, the value of nonresidential construction
is expected to rise, growing at an annualized rate of 3.3% over the five years to 2026, and will likely provide new
demand for a range of construction machinery. Positive trends in this market are expected to help support growth for
construction machinery manufacturers.

CONTINUED STRUGGLE WITH FOREIGN COMPETITION

More than half of industry revenue is generated through exports, most of
which are sent to the United States.

Construction markets in the United States are expected to continue growing, albeit more slowly than over the five
years to 2021. However, fluctuating exchange rate conditions may harm industry prospects. The Canadian effective
exchange rate (CEER) index, which measures the value of the Canadian dollar against the currencies of key trading
partners, is expected to rise slightly over the five years to 2026, making industry products less competitive in foreign
markets and limiting export volumes. As the value of the Canadian dollar falls, exported products become more
affordable to foreign buyers, such as those based in the United States. The value of exports is expected to grow at a
slower rate compared with the current period. Still, exports are forecast to rise an annualized 2.0% to $1.6 billion
over the five years to 2026.

Although imports will likely remain a competitive force for manufacturers, the value of imports is forecast to rise an
annualized 3.5% to $7.2 billion over the next five years. International manufacturers, particularly the larger
companies located in the United States, Germany and Japan, will likely continue to pose challenges to domestic
operators. Additionally, as commodity markets domestically continue to improve, external companies will likely seek
to expand their domestic presence, particularly given anticipated growth in mining and commodities exploration.

GREATER SPECIALIZATION FROM FEWER PLAYERS
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As the industry shifts to producing smaller and more specialized products
over the next five years, the number of industry enterprises is anticipated
to grow.

Intense foreign competition will likely result in numerous industry players consolidating; however, new small
operators may join to provide goods to local and niche markets. Additionally, large players are expected to continue
opening foreign manufacturing facilities, reducing the efficiency of the domestic industry. As a result, while the
number of establishments is expected to rise, the small size of many of those entering the market along with
consolidation among larger operators will likely result in minimal growth in industry employment and wages. Industry
employment, for example, is only expected to grow at an annualized rate of 1.5% to 5,343 workers over the five
years to 2026, despite the number of industry establishments increasing an annualized 1.1% to 429 locations during
the same period. Industry profit, measured as earnings before interest and taxes, is expected to marginally increase
in 2026, accounting for 6.9% of revenue. Increasing profit can be mainly attributed to the sharp decline in 2020 due
to the COVID-19 (coronavirus) pandemic.

INFRASTRUCTURE INVESTMENT TO DRIVE REVENUE

In recent years, the government has announced plans to make significant
investments into Canada's infrastructure via several different programs.

For instance, the $53.0 billion 2014 New Building Canada Plan included a variety of components, including the
$14.0 billion 2014 New Building Canada Fund, which will likely support national, regional and local infrastructure
projects to stimulate economic growth. This plan is an element of the larger Investing in Canada Plan, through which
the federal government is expected to invest more than $180.0 billion over 12 years into infrastructure priorities
including public transit, green infrastructure, social infrastructure, rural development and trade and transportation
infrastructure.

This plan aims to invest in roads, public transit and recreational facilities and various projects within both urban and
rural community infrastructure. As a result, significant construction work should be available to downstream domestic
construction companies, which is expected to spur industry revenue growth.

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 2,406 622 407 360 4,952 1,451 6,085 430 7,041 180
2022 2,504 665 414 365 5,091 1,501 6,648 443 7,651 204
2023 2,569 681 419 369 5,184 1,540 6,840 452 7,869 206
2024 2,608 691 422 372 5,264 1,562 6,981 458 8,027 211
2025 2,642 701 426 375 5,335 1,582 7,101 465 8,161 216
2026 2,682 708 429 378 5,343 1,605 7,236 467 8,313 223
2027 2,723 718 435 383 5,415 1,629 7,376 473 8,470 229
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Import competition is persistently high and detracting from industry growth

There is complete market acceptance of industry products

There is no significant technological growth

The Construction Machinery Manufacturing industry in Canada is in the mature stage of its life cycle. IBISWorld
estimates that industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to grow at an annualized rate of 0.8% over the 10 years to 2026. This is compared with Canadian GDP
growing at an annualized rate of 1.7% during the same period. Although IVA is growing at a slower rate than the
overall economy, other factors point to the industries maturity.

This industry is characterized by intense levels of foreign competition, with imports satisfying nearly 90.0% of
industry demand. US and Japanese imports account for a very large portion of domestic demand, and this is due to
the relative technical expertise incorporated into these products and the significant economies of scale larger
international companies can take advantage of due to the large size of their construction industries. Industry product
lines tend to be stable, with most construction equipment manufacturers developing equivalent machinery lines.
New products are uncommon, and many domestic operators instead focus on refining parts and components to
achieve greater reliability. The industry is forecast to experience slow expansion, with the number of establishments
increasing at an annualized rate of 0.5% over the 10 years to 2026. This is primarily due to solid growth from
domestic and foreign construction markets.



Construction Machinery Manufacturing in Canada March 2021

17 IBISWorld.com

Products & Markets
Supply Chain Key Buying Industries

1st Tier

Construction & Forestry Equipment Wholesaling in
Canada

Heavy Equipment Rental in Canada

Industrial Equipment Rental & Leasing in Canada

Lawn & Outdoor Equipment Stores in Canada

2nd Tier

Homebuilders in Canada

Apartment & Condominium Construction in Canada

Commercial Building Construction in Canada

Municipal Building Construction in Canada

Industrial Building Construction in Canada

Oil & Gas Pipeline Construction in Canada

Road & Highway Construction in Canada

Bridge & Elevated Highway Construction in Canada

Key Selling Industries
1st Tier

Steel Rolling & Drawing in Canada

Metal Stamping & Forging in Canada

Iron & Steel Manufacturing in Canada

Engine & Turbine Manufacturing in Canada

2nd Tier

Power Tools & Other General-Purpose Machinery
Manufacturing in Canada

Metalworking Machinery Manufacturing in Canada

Products & Services

  The Construction Machinery Manufacturing industry in Canada
manufactures a wide range of products used for a variety of tasks
including heavy material moving, earthmoving, material transportation,
mixing, application and destruction of existing structures.

In addition, due to the COIVD-19 (coronavirus) pandemic, demand for the industry's products have fluctuated over
the five years to 2021.

LIFTING, HANDLING AND LOADING MACHINERY

Lifting, handling and loading machinery is estimated to account for 15.0%
of industry revenue in 2021.

It includes the manufacturing of surface mining equipment and attachments, but does not include the parts
manufactured for replacement. This equipment is typically used for big construction projects that require power
cranes to place large and cumbersome materials in the correct location, and excavating grounds so that areas are
ready for the placement of materials.
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This segment also includes the manufacture of lifts, skip hoists, pneumatic elevators and conveyors, continuous-
action elevators and other machinery designed to lift, handle, load or unload items. This segment has slightly
increased as a share of revenue over the five years to 2021.

DIESEL POWERED TRUCKS AND PARTS

This segment includes all trucks powered by diesel used for construction
that usually exceeding 20 tonnes.

This includes drive-axles, wheels and motor parts for these vehicles, which are some of the most exported products
in the industry. Most of these products are used for transporting heavy objects or material within construction sites or
in between locations. This segment is expected to account for 31.0% of revenue in 2021, decreasing slightly as a
share of revenue over the past five years.

PARTS OF CRANES, WORK TRUCKS AND SHOVELS

Parts of cranes, work trucks and shovels are estimated to account for
14.4% of industry revenue in 2021 and is typically used to move or load a
variety of materials ranging from dirt and snow to raw minerals and
demolition debris.

These loaders either move materials aside so that work can continue in a certain area or can pick up materials and
load them into a truck that is able to transport the items elsewhere. This segment has declined slightly over the five
years to 2021 as more companies move toward the manufacture of specialized parts for this type of machinery.

AGRICULTURAL AND FORESTRY MACHINERY

Agricultural and forestry machinery includes construction machinery
products related to forestry and agricultural activity, but not considered
agricultural machines such as tractors for seeding.

Most of this segment is composed of forestry swing machines used to handle logging activities where machines are
used to move heavy objects. This segment is expected to account for 10.5% of revenue in 2021, slightly increasing
as a share of revenue during the period.

OTHER CONSTRUCTION MACHINERY AND EQUIPMENT INCLUDING PARTS

Other construction machinery and equipment, including parts, account for
29.1% of industry revenue in 2021.

Many manufacturers focus on the production of parts, which go into a variety of machines manufactured either in
Canada or abroad. Parts include jacks, hoists, components of lifting and loading machinery, excavator buckets and
shovels, trucks components and boring and sinking equipment parts.

This segment also includes items such as portable crushing plants, screening plants, washing plants, snow clearing
attachments, commercial brush, motor graders and light maintainers, rollers, compactors, mixers, pavers and related
equipment. This segment includes various items that are used to finish and prepare surfaces, as well as prepare
materials for flat and finished grounds. This segment has declined as a share of industry revenue during the period
as products are increasingly manufactured overseas.

Demand
Determinants

Demand for products produced by the Canadian Construction Machinery
Manufacturing industry is highly cyclical, as it is dependent on
fluctuations in the state of both domestic and foreign construction
markets.

During boom periods, the industry tends to improve due to stronger investment in new residential and nonresidential
building activity. During these periods, rising income levels and consumer confidence prompt more individuals and
families to purchase, build and renovate new and existing homes. Similarly, growing corporate profit and an
improved business climate drive up demand for new offices and commercial buildings. Businesses are more likely to
invest in new office spaces or other capital, such as factories and industry-specific buildings while interest rates are
low and forecasts on future sales are favourable. In turn, manufacturers of construction machinery experience
increased demand, as more contractors and construction companies require earthmoving and material-handling
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equipment.

The sale of heavy construction equipment is dependent on major infrastructure construction and repairs, both of
which are often a function of government spending. Therefore, in times of strong government investment, industry
operators typically experience higher demand for products. This can provide a stabilizing force for the industry, as
government organizations tend to invest heavily in infrastructure and other public goods during a recession to
protect jobs.

Foreign competition also affects industry demand. Over the five years to 2021, the industry has experienced tough
competition from foreign products, many of which can be produced and sold at more competitive prices when
compared with Canadian-made machinery. As a result, even when construction market activity increases, domestic
operators do not necessarily capture corresponding increases in revenue. Therefore, industry operators continue to
invest in new technology and production processes that help reduce manufacturing costs or permit greater product
differentiation from foreign competition. One factor that also helps to influence foreign competition is the strength of
the Canadian dollar, as a depreciating dollar can make domestic products more competitive.

Major Markets

  After being manufactured, products produced in the Canadian
Construction Machinery Manufacturing industry are sold to
intermediaries, such as retailers, wholesalers and machinery leasing and
rental companies.

  From there, it is provided to operators in a variety of downstream industries, such as homebuilders, utility
contractors, mining operators and others. Major markets are divided based on end user rather than the immediate
downstream buyers of industry products.

Despite the COVID-19 (coronavirus) pandemic, demand from the industry's major markets has still risen over the
five years to 2021. Increased demand and revenue can be mainly attributed to the expected economic recovery and
the pandemic relief funds that are expected to aid demand from downstream markets.

EXPORTS

Most domestically manufactured construction machinery is exported to
the United States, and to a lesser extent, across the world.

In 2021, exports are estimated to comprise 60.3% of revenue. Industry exports have steadily increased as a share
of revenue over the past five years, despite consistently high competition from foreign manufacturers in the United
States. Machinery manufacturing in the United States has continued to dominate the North American region, while
other countries, such as China and Japan, have increased their presence in the global industry. Industry exports are
expected to remain a large share of industry revenue over the five years to 2026, as Canadian construction markets
are expected to remain subdued.

RESIDENTIAL CONSTRUCTION

Residential construction companies represent the single largest domestic
source of demand for industry operators.
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Construction machinery is required for an array of tasks, such as levelling and preparing land sites, hauling earth,
handling materials and erecting structures. The equipment required for a residential construction project varies
based on the type of structure being developed. For example, suburban home construction usually involves clearing
and levelling a lot with a backhoe or bulldozer, pouring a foundation with the assistance of a concrete mixer and
then assembling the house frame with smaller hand tools. Developers of large apartment towers also use backhoes
and bulldozers to clear lots; however, due to the massive loads of steel-framed buildings, large apartment towers
require pile drivers to create foundations that rest on bedrock. Large mobile and stationary cranes are also
necessary for moving materials upward as new structures climb in height. Overall, residential construction accounts
for 20.5% of industry revenue in 2021. This segment's share of industry revenue has increased slightly during the
period as the value of residential construction has grown an annualized 1.8% over the five years to 2021.

NONRESIDENTIAL CONSTRUCTION

Nonresidential construction is estimated to account for 19.2% of industry
revenue in 2021.

The most significant nonresidential construction markets are related to industrial, commercial, governmental and
mining activities. Due to Canada's abundant supplies of natural resources, activity by energy and mining sectors can
have a significant effect on this segment.

Nonresidential construction expenditure was booming prior to the reporting period in response to high commodity
prices and expanded production of shale gas and crude oil, particularly in the oil sands region of Alberta. However, a
subsequent decline in prices in 2016 and 2020 helped to sharply diminish investment in related infrastructure. While
prices have begun to recover somewhat, nonresidential construction has fallen as a share of industry demand over
the five years to 2021.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Steady

Imports

Imports for the Canadian Construction Machinery Manufacturing industry satisfy most domestic demand. In 2021, an
estimated 86.4% of domestic demand is expected to be met by imports. Most imports are sourced from the United
States, which accounts for an estimated 49.9% of imports in 2021. The value of imports has fallen at an annualized
rate of 0.3% to $6.1 billion over the five years to 2021. Import levels have been subject to sharp fluctuations,
including multiple years of double-digit growth or decline. The value of imports fell sharply in 2016 and 2020, both
due to poor economic conditions, more recently being affected by the COVID-19 (coronavirus), and alongside a
depreciating Canadian dollar in those years, making domestic products more competitive.

Imports are likely to satisfy most domestic demand over the five years to 2026. Industry labour costs are higher than
in key trading partners, such as China, Japan and United States, which poses a problem for domestic
manufacturers. Further, the proximity between the United States and Canada and favourable trade relations due to
the United States-Mexico-Canada Agreement (USMCA) has minimized trade barriers between the two countries,
given foreign producers easier access to Canadian markets. While there have recently been some alterations in US
trade policy regarding steel and a variety of finished and intermediate goods, they do not appear to have directly
affected industry-relevant goods. Notably, while the United States remains the industry's largest trading partner,
imports growth over the past five years from the United States lags behind other partners, and its share of industry
imports has ultimately declined during the period.

Exports

The value of exports is estimated to grow at an annualized rate of 2.2% to $1.5 billion over the five years to 2021.
While foreign competition remains intense, a depreciating Canadian dollar over the past five years has made
industry products relatively less expensive in foreign markets, helping to improve export sales. Industry exports have
consistently represented the primary market for industry operators, accounting for an estimated 60.3% of revenue in
2021.

Most exports are sent to the United States. In 2021, the United States is expected to account for 81.6% of all
industry exports. The massive construction market in the United States and minimal trade barriers exporters
encounter permit domestic companies to focus on manufacturing items that are popular in both nations. The other
three largest trading partners are Australia, Brazil and Belgium, although each country accounts for less than 3.0%
of exports in 2021. The dominance of the United States as a trade partner is expected to continue, due to its huge
construction markets, its proximity to Canada minimizing transport costs and the elimination of tariffs between the
two countries due to their participation in the USMCA.
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Business
Locations

  The Construction Machinery Manufacturing industry in Canada is heavily concentrated in four regions in Canada. Most production
occurs in Ontario and Quebec, while Alberta and British Columbia also contain a high proportion of establishments. Most
construction activity occurs in concentrated regions because of the high level of population, industrial, mining and oil and gas
activity in those regions.

Ontario

Ontario contains the largest share of the domestic population and is home to an estimated 41.2% of industry establishments in
2021. Ontario has a large manufacturing industry, an abundance of natural resources and convenient transportation links to the
United States. The industry sends close to three-quarters of its export goods to the United States, and therefore, production of
goods close to key markets is beneficial.

Quebec

Quebec holds the second-largest share of the Canadian population and 19.4% of industry establishments in 2021. Quebec is the
second-largest province by population in Canada, and therefore, has large construction markets. Additionally, Quebec has a
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relatively large mining sector due to its vast territory. The region specializes in metals, such as gold, iron, copper and zinc. As a
result of a large population and mining activity, the region attracts various construction machinery manufacturers that develop
specialized machinery for material handling and lifting.

Alberta and British Columbia

Alberta and British Columbia are estimated to account for 14.9% and 15.4% of industry establishments in 2021, respectively, in
2021. Alberta has massive oil and gas, agriculture and forestry industries. These activities are highly capital intensive and require
advanced machinery to clear and level land, lift and handle materials and perform a variety of other tasks. Therefore, operators in
the region can provide specialized machinery or parts directly to companies in the area. Similarly, British Columba is a resource-
heavy region with many jobs in forestry and mining, and easy access to the Pacific Ocean and export markets in Asia and along
the west coast of the United States. Due to strong resource activity in the region, a large service industry has also developed with
high demand for construction.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Construction Machinery Manufacturing industry in Canada displays a low level of market share concentration. In
2021, the three largest players in the industry are expected to account for 5.2%% of industry revenue. The industry
features a variety of different types of operators, including small private operators and large multinational companies
such as Deere & Company (Deere), although Deere's domestic industry-relevant presence is minimal, as most of its
Canadian operations are distribution facilities. Most industry establishments appear to be fairly small, with almost
one-third of industry facilities having fewer than five workers, and almost two-thirds of industry facilities employing
fewer than 20 workers. Many domestic operators focus on the production of specialized tools and equipment that
are complementary to other machines. In fact, most major manufacturers do not manufacture large machines
domestically, and even Deere's only industry-relevant facility appears to only make remanufactured parts. For
example, Black Cat Wear Parts and CWS Industries (Mfg) Corp. both manufacture a range of attachments for
loaders, dozers and other equipment. Industry operators that focus on the production of these items experience
relatively less competition from foreign manufacturers, as products can be tailored for existing machines. For this
reason, the industry is heavily focused on parts production, which has permitted many smaller operators to join and
compete, keeping the overall level of concentration low.

Key Success
Factors

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

Must comply with required product standards:
Construction machinery can be dangerous to operate; therefore, industry products must comply with standards and
have a reputation for reliability.

Establishment of export markets:
Exports play a large role in the industry, and consequently, companies should develop export markets to expand
revenue and diversify their sales base.

Economies of scope:
Diversification across multiple construction segments can reduce the effect of any contraction in one single
segment.

Access to multiskilled and flexible workforce:
Building and retaining a multiskilled and flexible workforce includes negotiating agreements with workers for more
flexible production. This is key in Canada, where labour costs are particularly high.

Establishment of brand names:
Construction companies are more likely to choose industry products that have a strong reputation for safety and
effectiveness.

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

  Profit

The average industry profit margin, measured as earnings before
interest and taxes, is estimated to account for 5.9% of industry revenue
in 2021. Industry revenue has improved over the five years to 2021,
particularly in response to strong growth in demand for exports.
However, industry profit has decreased over the past five years as a
result of various macroeconomic conditions. Due to the COVID-19
(coronavirus) pandemic, industry operators were forced to either shut
down or reduce their output, to help mitigate the spread of the virus
during the peak of the pandemic. In addition, downstream demand
endured a huge decrease in activity as many downstream construction
industries were also forced to reduce operations, effectively shutting
down operations for a few months. In addition, a rise in the world price
of steel caused purchase costs to increase, causing another factor that
has attributed to a decreased profit margin.

 

  Wages

Over the five years to 2021, wages have slightly increased as a share
of industry revenue, likely in response to greater demand for higher
skilled employees. Wages remain one of the largest industry expenses,
and the industry has a high proportion of small operators that likely rely
to a greater extent on labour, which helps to push up wages overall. In
2021, wage costs are forecast to account for 17.9% of industry
revenue.
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  Purchases

Purchases are by far the largest cost for industry operators and are
estimated to account for 53.5% of industry revenue in 2021. Industry
operators are required to purchase a variety of materials, such as steel
and iron rods, sheets and pipes for the body of machines. Operators
then need items such as engines, drive trains, hydraulics and
electronics. As a result, industry operators are subject to fluctuations in
the price of steel and other inputs. The price of steel has been highly
volatile during the period due to a variety of complications, including
oversupply of steel from China, fluctuating demand from some
developing economies and uncertainty over global trade conditions due
to US trade policy. While companies often have long-term supply
contracts in place to help mitigate against steel price movements,
overall, it has been a volatile expense over the past five years.

 

  Marketing

Marketing costs are estimated to account for 1.6% of industry revenue
in 2021. This figure tends to be fairly stable and has not changed
significantly in recent years. It is fairly low because most operators do
not need to spend significantly on advertising, as operators have
established brand names and internal sales teams to rely on rather
than extensive marketing activities.

 

  Depreciation

Depreciation costs account for an estimated 2.1% of industry revenue
in 2021, and this figure has remained at a share of revenue over the
past five years, which is typical for a machinery construction industry.

 

  Rent

Rental costs are estimated to account for 3.4% of industry revenue in
2021. This figure tends to be less variable than other expenses and has
not experienced any significant changes over the past decade.
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  Utilities

Utility costs are estimated to account for 1.0% of industry revenue in
2021, indicating that this is not a significant expense for industry
operators.

 

  Other Costs

The industry has experienced a range of other costs, including costs
related to transporting industry goods, insurance costs and various
professional service fees. Other costs are expected to account for
14.6% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Competition in the Canadian Construction Machinery Manufacturing
industry is high.

Industry operators experience a high degree of competition from international manufacturers and other domestic
companies. Industry products are crucial to large construction projects, and customers require cost-effective
products that get the job done without sacrificing quality to complete projects on time.

INTERNAL COMPETITION

Companies compete primarily based on quality and price.

Industry operators that invest in research and development will likely be able to both develop improved versions of
their own products and keep up with technological trends in the industry, giving them a competitive advantage in
winning market share. This includes companies that focus on the development of environmentally friendly products
and solutions. Additionally, many construction machines require petrol or diesel to run, which can be costly
depending on conditions in energy markets. Consequently, manufacturers that are able to develop energy-efficient
products are expected to experience stronger demand.

Companies can also gain a competitive edge by focusing on the development of specialized products. The
manufacture of large machinery is highly competitive, and the industry experiences competition from numerous
international manufacturers. Therefore, many companies have focused on the development of parts and high-value
goods, which can be manufactured in Canada due to higher wages and greater investment in technology.
Companies can also differentiate themselves by providing excellent customer support through servicing goods after
the sale.

Additionally, due to the high level of competition in the industry, operators are forced to invest into resources that
promote their products. This is done through direct relationships with construction and engineering companies, trade
journals and regional and international expos. The specialized and technical nature of construction equipment
requires manufacturers or wholesale agents to provide on-call backup servicing programs and substantial product
warranties.
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EXTERNAL COMPETITION

There are no real substitutes for industry products; therefore, the industry
does not suffer from any serious competition from other Canadian
industries.

However, the level of international trade is high within this industry and companies are forced to compete with a
range of international manufacturers, particularly those in the United States. Imports from Japan, Germany and
China also provide significant competition, as companies increasingly source construction machinery from overseas.
Most industry exports come from the United States, as its proximity and the elimination of trade barriers on industry
products due to both countries' participation in the United States-Mexico-Canada Agreement, which makes
international trade relatively simple.

Barriers to
Entry

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

  Barriers to entry are moderate for prospective operators in
the Canadian Construction Machinery Manufacturing
industry. However, these barriers vary depending on the
type of industry product that companies intend to
manufacture. The production of large machinery, such as
cranes and dozers, has higher barriers to entry, as upfront
capital requirements are significantly higher. However,
companies that are focused on the production of less
sophisticated machinery will likely have fewer capital
requirements.

There are no specific regulations to the industry, but
operators must adhere to a variety of health and safety
laws in the manufacturing process. Furthermore, due to
the inherent dangers of operating heavy machinery on
construction sites, companies must ensure that their
products have a strong reputation for being safe and
effective. The development of a strong brand name can
be difficult and present a barrier to success for new
players, as incumbent manufacturers, such as Caterpillar
Inc. and Atlas Copco, already capture a large share of the
domestic market through imported goods and have
significant economies of scale due to their large size.
Competing with these established brands will likely be
very difficult for new operators.

Labour barriers, such as the need for workers with the
technical expertise necessary to manufacture large
construction machinery, may prevent companies from
entering the industry. Small equipment segments,
including replacement parts and smaller tools used for
light construction, have more moderate barriers to entry.
Companies at this level focus on niche markets, in which
functionality is more important than a brand name. Also,
the technical requirements for production are less
rigorous for small equipment.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Construction Machinery Manufacturing industry in Canada is highly globalized. While it does feature some global
multinational companies, such as Deere & Company (Deere), Deere appears to generate little industry-relevant revenue
domestically, as it does not have significant domestic manufacturing capabilities. The industry is also home to distribution
facilities and sales branches for a variety of other major multinationals, such as Caterpillar Inc. and Komatsu Ltd.,
although neither of these companies appears to have domestic manufacturing capabilities.

The industry is highly reliant on international trade, with exports accounting for an estimated 60.3% of industry revenue in
2021. It also experiences steep competition from international manufacturers, however, as imports satisfy an estimated
86.4% of domestic demand in 2021, and this figure has remained in excess of 85.0% over most of the past 15 years. Due
to the importance of international trade to industry revenue, movements in the relative value of the Canadian dollar
compared with major trading partners can have a huge effect on overall performance and stimulate or depress exports
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and imports over a given time frame. Notably, the prevalence of international trade has led to increased specialization in
the production of domestic goods. Most major global machinery manufacturers do not have a domestic manufacturing
presence, as they produce all of their larger products abroad. Meanwhile, domestic facilities tend to focus on the
production of parts for these larger products.
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Major Companies
There are no major players in this industry

Other Companies Black Cat Wear Parts

  Market Share: 2.4%
  Black Cat Wear Parts (BCWP) was founded in 1968 in Edmonton, AB, where the company is still headquartered.

BCWP has grown in recent years and now has facilities in China and the United States, although its primary base of
operations remains Canada. The company is estimated to employ more than 350 workers across all of its facilities
combined, although it is privately owned, and therefore does not publicly release financial information.

The company has extensive operations in Canada, including its manufacturing facility in Edmonton, which is also
home to the company's head office and a warehouse and distribution facility. Further, company has several facilities
in Selkirk, MB, including two blade production facilities and a foundry for steel product production. While the
company has also expanded in recent years to China and the United States, most production takes place in
Canada. BCWP focuses on the production of high-quality blades and edges that are used in the construction
process. This includes loader, dozer, excavator, grader and compactor edges that are designed to cut, protect
buckets or help move materials. Additionally, the company also produces edges and accessories designed for
snowplows. The company is expected to generate $57.6 million in industry-relevant revenue in 2021.

Deere & Company

  Market Share: 2.0%
  Deere & Company (Deere) was originally founded as a blacksmith shop in 1837, but has since grown into one of the

largest producers of industrial vehicles in the world. The company is headquartered in Moline, IL, and has more than
69,000 employees worldwide, including nearly 28,000 workers in North America. Although most operations are
located in the United States, the company has expanded to Canada, Brazil, India, China, Russia and various
regions of Europe.

Deere operates in four divisions, which include Deere equipment operations, agriculture and turf, construction and
forestry and financial services. While both Deere's equipment operations and construction and forestry segments
produce industry-relevant products, Deere's domestic manufacturing capacity is limited, and while it has several
locations in Canada, most are part distributors. Deere's industry-relevant operations are through a 50/50 joint
venture with Hitachi Ltd., operating out of the John Deere-Hitachi Specialty Products facility in Langley, BC. This
location manufactures forestry swing machines. The company is expected to generate $47.6 million in industry-
relevant revenue in 2021.

CWS Industries (Mfg) Corp.

  Market Share: 0.8%
  CWS Industries (Mfg) Corp. (CWS) was founded in 1963 in British Columbia, where the company is still

headquartered and maintains one manufacturing facility. While the company has been privately owned since its
inception, it changed hands prior to the reporting period, having been purchased in 2012 by International Equipment
Solutions, a portfolio company of KPS Capital Partners. CWS is a leading manufacturer of attachment products,
including tire manipulators, grapples, buckets and various excavation tools. It has customers in a variety of
industries, including mining, construction, forestry and road maintenance. The company employs an estimated 150
employees, and in 2021, IBISWorld estimates it will generate $19.2 million in industry-relevant revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Construction Machinery Manufacturing industry in
Canada is characterized by a low to moderate level of
capital intensity. Industry operators are required to
purchase raw materials, such as steel, iron and plastics
and then manipulate them into complex and durable
machines. Typical capital expenditures in this industry
include machinery and repair parts needed to construct
industry products, and investment in facilities and computer
technology needed to run the manufacturing process. In
2021, IBISWorld estimates that for every $1.00 spent on
labour, $0.12 is spent on capital, which includes the
purchase of machinery used in production, repair parts,
facility upgrades and new computer technology.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

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.

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.

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.

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.

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.

Operators in the Canadian Construction Machinery Manufacturing industry
manufacture a diverse set of construction machinery.

Consequently, technological disruption within the industry is not significant as many of the technological advancements in
construction happen within this industry. Furthermore, there will always be a need for new construction, which is a
downstream market. While prefabricated homes may take some demand from the industry, it is expected to be minimal as
the industry sells machinery for a diverse array of construction projects, including office buildings and public infrastructure.

The level of technology change is    Medium

  Technology is essential to the Construction Machinery Manufacturing industry
in Canada, as companies rely on improvements in their machinery and
production processes to maximize efficiency.

Industry operators design a large range of products that can be highly specialized and complex, which necessitates a range
of mechanical, hydraulic, electrical and computerized equipment. In recent years, operators have invested heavily in
research and development or acquired other companies to keep up to date with the latest technological innovations in the
industry. This has become increasingly important for Canadian manufacturers, which have experienced extremely high
levels of import competition. Therefore, manufacturers are focusing on producing high value-added components that
foreign manufacturers cannot produce. Industry operators are also seeking ways to turn new technologies to industry-
relevant purposes. For instance, Black Cat Wear Parts has used new 3D printing technology to help create accurate
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prototypes and improve existing equipment.

Quality systems and accreditation can also be important in this industry, due to high demand for such systems from large
customers. Customers can incur significant losses from machine breakdowns; therefore, they place a high value on quality.
Companies with a large number of suppliers and distributors of products and associated parts often use fully automated
inventory-control systems. These systems can record inventories, pick products, determine minimum-order quantities,
assess customer credit ratings, generate invoices and payment-advice forms and produce real-time reports.

Despite a high reliance on technology, there is only a moderate degree of technological change in the industry. While
companies invest in research and development, most technological changes result in improvements to existing products
and do not significantly change the industry.

Revenue
Volatility

The level of volatility is    High

  The Construction Machinery Manufacturing industry in Canada exhibits a high
level of revenue volatility.

Industry revenue can fluctuate significantly and is closely linked with residential and nonresidential construction markets,
both domestically and in the United States, which is by far the industry's largest trading partner. The industry is highly
affected by fluctuations in demand rather than supply or prices, since manufacturers operate on an order-by-order basis. As
a result, shifts in construction activity directly affect the industry and create revenue volatility. While a significant portion of
industry revenue is based on exports, domestic operators also experience pressure from extremely high import penetration
from major machinery manufacturers, such as the United States, Japan, Germany and several other countries. Therefore,
changes in the value of the Canadian dollar relative to the currencies of key trading partners can affect demand for industry
products.

Industry revenue volatility has been influenced by several key factors over the five years to 2021. It experienced particularly
strong growth in 2018 when strong growth in US construction markets and solid performance in domestic nonresidential
construction markets helped power growth. The industry has also benefited from a depreciation in the Canadian dollar,
which helped to further stimulate export growth. Revenue has remained volatile since then, although in general it mirrors
fluctuations in domestic construction markets and those in the United States.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Construction Machinery Manufacturing industry in Canada experiences
light levels of regulation and policy.

There are various regulatory requirements that pertain to health and safety; however, these regulations are not specific to
the industry. Nonetheless, these regulations become increasingly important for manufacturers of large machinery due to the
relatively high risk of workplace injury. Therefore, industry operators must be aware of regulations such as the Canada
Elevating Devices Regulations, Canada Hand Tools Regulations, Canada Protective Clothing and Equipment Regulations
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and Canada Temporary Work Structure Regulations.

Furthermore, industry operators have to comply with the Off-Road Compression-Ignition Emission Regulations under
section 160 of the Canadian Environmental Protection Act 1999. These regulations were amended in 2006 and came into
force in 2012 to impose stricter standards called Tier 4 standards. These standards set new emission requirements relating
to machinery engines and are closely aligned with those of its US-based counterpart, the US Environmental Protection
Agency.

Industry
Assistance

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

Operators in the Canadian Construction Machinery Manufacturing industry do
not receive any direct assistance from the Canadian government; however,
government stimulus packages assist downstream construction industries,
which then boosts demand for construction machinery.In recent years, the
federal government has committed significant funding to infrastructure
development.

nt. For instance, the government's 2016 budget confirmed a commitment to invest more than $180.0 billion over 12 years in
a variety of programs, from public transit building to green infrastructure to significant investment in both trade and
transportation networks and the development of local economies in rural and northern communities. Many of the companies
engaged in these projects will likely require industry products, which would provide a possible boost in industry revenue.

Additionally, the federal government has adopted several policies to help companies 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 revenues of at least 15.0% in March 2020 and 30.0% in both April and
May 2020. Finally, the government extended extra funding for the Canada Infrastructure Program, which is expected to add
flexibility to fund short term projects that might not have been eligible under the original plan. This coronavirus resilience
stream is expected to add an additional $3.0 billion in the Canada Infrastructure Program.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 2,096 485 376 335 5,859 1,182 8,390 350 9,303 204
2013 1,885 462 415 369 5,893 1,041 6,907 287 7,750 195
2014 2,309 598 403 356 5,997 1,230 7,271 394 8,350 187
2015 2,508 660 415 366 6,034 1,398 6,907 433 8,017 131
2016 2,254 655 410 361 5,302 1,301 6,165 352 7,118 144
2017 2,069 732 401 353 5,559 1,361 8,214 361 8,922 187
2018 2,556 688 421 369 8,140 1,561 9,098 541 10,092 219
2019 2,481 723 398 350 5,013 1,610 8,141 437 9,012 177
2020 2,334 342 403 357 4,852 1,410 6,227 420 7,150 166
2021 2,406 622 407 360 4,952 1,451 6,085 430 7,041 180
2022 2,504 665 414 365 5,091 1,501 6,648 443 7,651 204
2023 2,569 681 419 369 5,184 1,540 6,840 452 7,869 206
2024 2,608 691 422 372 5,264 1,562 6,981 458 8,027 211
2025 2,642 701 426 375 5,335 1,582 7,101 465 8,161 216
2026 2,682 708 429 378 5,343 1,605 7,236 467 8,313 223

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 9.85 5.99 -0.27 0.00 5.43 10.8 6.75 4.69 6.94 -14.0
2013 -10.1 -4.73 10.4 10.1 0.58 -12.0 -17.7 -18.0 -16.7 -4.57
2014 22.5 29.6 -2.90 -3.53 1.76 18.1 5.27 37.1 7.74 -3.76
2015 8.62 10.2 2.97 2.80 0.61 13.7 -5.02 10.1 -3.99 -30.1
2016 -10.1 -0.66 -1.21 -1.37 -12.1 -6.93 -10.8 -18.8 -11.2 10.2
2017 -8.23 11.7 -2.20 -2.22 4.84 4.59 33.2 2.69 25.4 29.8
2018 23.5 -5.96 4.98 4.53 46.4 14.7 10.8 49.7 13.1 16.8
2019 -2.91 5.01 -5.47 -5.15 -38.4 3.12 -10.5 -19.3 -10.7 -19.0
2020 -5.96 -52.7 1.25 2.00 -3.22 -12.4 -23.5 -3.76 -20.7 -6.11
2021 3.11 81.6 0.99 0.84 2.06 2.87 -2.28 2.26 -1.53 8.48
2022 4.06 7.01 1.71 1.38 2.80 3.50 9.25 3.04 8.67 13.1
2023 2.58 2.36 1.20 1.09 1.82 2.54 2.88 1.98 2.85 1.02
2024 1.52 1.52 0.71 0.81 1.54 1.46 2.06 1.52 2.00 2.47
2025 1.31 1.34 0.94 0.80 1.34 1.27 1.71 1.35 1.67 2.41
2026 1.51 1.05 0.70 0.80 0.14 1.46 1.90 0.40 1.87 2.95

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 23.1 90.2 56.4 358 16.7 15.6 59,754
2013 24.5 89.1 55.2 320 15.2 14.2 48,719
2014 25.9 87.1 53.2 385 17.0 14.9 65,616
2015 26.3 86.1 55.7 416 17.3 14.5 71,810
2016 29.1 86.6 57.7 425 15.6 12.9 66,371
2017 35.4 92.1 65.8 372 17.5 13.9 65,012
2018 26.9 90.1 61.1 314 21.2 19.3 66,450
2019 29.1 90.3 64.9 495 17.6 12.6 87,074
2020 14.7 87.1 60.4 481 18.0 12.0 86,583
2021 25.8 86.4 60.3 486 17.9 12.2 86,753
2022 26.6 86.9 60.0 492 17.7 12.3 86,957
2023 26.5 86.9 59.9 496 17.6 12.4 87,095
2024 26.5 87.0 59.9 495 17.6 12.5 87,082
2025 26.5 87.0 59.9 495 17.6 12.5 87,085
2026 26.4 87.0 59.8 502 17.4 12.5 87,310

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Association of Equipment Manufacturers
http://www.aem.org

GE Capital
http://www.gecapital.com

Global Affairs Canada
http://www.international.gc.ca

Industry Jargon DOZER
A machine with long blades capable of creating flat surfaces.

GRADING
A construction process to ensure there is a level base or intended sloped base.

NORTH AMERICAN FREE TRADE AGREEMENT (NAFTA)
A duty-free agreement signed by Canada, Mexico and the United States, creating a trilateral trade bloc in North
America. This has since been replaced by the United States-Mexico-Canada Agreement.

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%.

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2021 IBISWorld Inc.
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