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Ukraine Conflict
Impact Update

IBISWorld's analysts are currently monitoring the economic impacts of the Russian invasion of Ukraine. Here is an
update of how this industry is likely to be affected.

· Russia's attack on Ukraine has driven oil prices to increase as countries, companies and investors have decreased
or halted their purchases of Russian oil. Despite Russia decreasing prices, buyers have largely concluded that the
cons outweigh the pros of doing business with Russia.

· Russia is the third-largest oil producer and supplies around 10.0% of global oil. The decrease in supply from
Russia has caused oil prices to increase in Canada.

· The overall decrease in demand for Russian oil has caused an increase in demand for Canadian producers. As
Canadian oil producers increase production, they are expected to raise prices.

· The increase in oil prices at the production level is expected to lead to an increase in prices in downstream
industries that use oil as an input. This may negatively affect consumers' spending power.

Note: The content in this report will soon be updated to reflect the above trends.

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 in 2020, revenue is still expected to increase in the Canadian
Mining, Oil and Gas Machinery Manufacturing industry. For more detail, please see the Current Performance
chapter.

· Industry profit is expected to decrease slightly, partially due to the coronavirus pandemic. For more detail, please
see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to recover after the coronavirus pandemic. For more detail,
please see the Major Markets 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 industry manufactures oil and gas field equipment and underground mining machinery. Products include rotary

and portable drilling rigs and parts; crushing, pulverizing, screening and mineral processing machinery; and derricks,
substructures and related accessories. The following are excluded: machinery with dual construction and mining
uses, conveyors for coal and ore, underground mining locomotives and offshore drilling production platforms.

Major Players Halliburton

Main Activities The primary activities of this industry are:

Manufacturing oil and gas derricks

Manufacturing mineral- and stone-beneficiating machinery

Manufacturing mining cars

Manufacturing oil and gas field drilling machinery and equipment, except offshore floating platforms

Manufacturing ore crushing, washing, screening and loading machinery

Manufacturing water well drilling machinery

The major products and services in this industry are:

Mining machinery and equipment manufacturing

Oil and gas field drilling machinery and equipment

Oil and gas field production machinery and equipment

Other oil and gas field machinery and equipment
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Supply Chain

SIMILAR INDUSTRIES

Tractors & Agricultural Machinery
Manufacturing in Canada

Construction Machinery
Manufacturing in Canada

Plastics & Rubber Machinery
Manufacturing in Canada

Metalworking Machinery
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Mining, Oil & Gas Machinery
Manufacturing in the US

Oil and Gas Drilling Equipment
Manufacturing

Mining and Construction
Machinery Manufacturing in
Australia

Mining Equipment Manufacturing in
China

Mining, Quarrying & Construction
Machinery Manufacturing in the
UK

Mining, Quarrying & Construction
Machinery Manufacturing in
Ireland
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Industry at a Glance
Key Statistics

$4.4bn
Revenue

Annual Growth

2016–2021

4.2%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

 

$256.7m
Profit

Annual Growth

2016–2021

3.5%

  Annual Growth

2016–2021

 

5.8%
Profit Margin

Annual Growth

2016–2021

-0.2pp

  Annual Growth

2016–2021

 

408
Businesses

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

11,292
Employment

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$852.9m
Wages

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

10.0%
World price of crude oil

23.1%
World price of natural gas

15.9%
World price of steaming coal

13.9%
World price of copper

0.8%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Barriers to Entry

High / Steady

MIXED IMPACT

  Life Cycle
Mature   Technology Change

Medium

  Competition
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

None / Steady

  Industry Globalization
High / Steady

 

Key Trends

 As the pandemic is being contained, commodity prices have
begun to rebound, enabling revenue to grow

 With a sharp decline in oil prices in 2020, the rate of
exploration has slowed dramatically

 Uncertain demand and a challenging operating environment
has forced some operators to leave the industry

 New drilling techniques have been a key feature of domestic
demand for advanced machinery

 IBISWorld estimates that most exports will continue to go to
the United States

 Demand for the industry's products is forecast to be slow

 Volitile commodity prices have led to many new projects in
the oil sands region being put on hold
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  None & Steady Level of Assistance

  High Volatility

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  World price of natural gas

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Canadian effective exchange rate index
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Executive Summary Digging deep: Demand for industry products will likely be constrained due
to slow downstream production

Canada is one of the world's largest producers of crude oil and natural gas, as well as a range of other metal and
mineral commodities, which has traditionally benefited the Canadian Mining, Oil and Gas Machinery Manufacturing
industry since it produces goods used by extraction industries. Revenue is closely tied to commodity prices, as
these can dictate levels of investment and activity by extraction companies. Commodity prices have been very
volatile over the five years to 2021, with the prices of many goods tanking, causing exploration activity and demand
for industry products to fall in certain years. Overall, IBISWorld estimates that industry revenue has increased an
annualized 4.2% to $4.4 billion over the five years to 2021, including an increase of 12.2% in 2021 alone. This
increase in 2021 can be mainly attributed to the expected economic recovery following the COVID-19 (coronavirus)
pandemic, which caused many commodity prices to plummet in 2020.

While the Canadian mining sector is a significant downstream market, the oil and gas sectors are the primary drivers
of industry performance; following years of strong performance, the prices of crude oil and natural gas peaked in
2018. A global demand glut prompted the world price of crude oil to decline 32.8% in 2020. This cut demand for
machinery, and industry revenue and profit were extremely volatile during such an uncertain period.

Over the five years to 2026, industry performance is expected to continue to improve, albeit slowly. While domestic
and foreign companies have invested heavily into Canada's oil and gas sector in recent decades, many domestic
operators are unconventional projects with high extraction costs. As a result, the precipitous decline in commodity
prices has led to many new projects in the oil sands region being put on hold, as they are no longer profitable at
current prices and many may not be for the near future. As a result, while downstream activity and production are
forecast to expand, they are doing so at a slower rate than previously expected, and so demand for industry
products is likely to be constrained. IBISWorld forecasts industry revenue to rise at an annualized rate of 2.4% to
$5.0 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of the country's primary trading partners. Since trade is prominent in this
industry, exchange rates play a role in determining demand from foreign buyers. The CEER index is expected to
increase in 2021, posing a potential threat to the industry.

 

World price of crude oil

The world price of crude oil represents the equally weighted average price of oil on three different light crude oil
markets across the world, in terms of US dollars per barrel. An increase in oil prices indicates rising demand for oil,
which boosts demand for drilling machinery. The world price of crude oil is expected to increase in 2021.

 

World price of natural gas

The industry provides oil and gas extractors with machinery to manage natural gas deposits. Similar to oil, when the
price of natural gas increases, oil and gas companies are more willing to extract it, which increases demand for new
machinery. In 2021, the world price of natural gas is expected to increase.

 

World price of copper

There are significant copper deposits in Canada, and copper is mined by downstream mining companies. As the
price of copper rises, this makes the mining of copper metal more profitable and could induce further investment in
copper mining activities, which would increase demand for industry mining machinery products. In 2021, the world
price of copper is forecast to rise, representing a potential opportunity for the industry.

 

World price of steaming coal

Steaming coal, also known as thermal coal, is used for its heating value, typically in electricity generation. Demand
for coal and other mined minerals represents demand for this industry's related mining machinery. The world price of
steaming coal is expected to increase in 2021.
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Current
Performance

The Mining, Oil and Gas Machinery Manufacturing industry in Canada has
been highly volatile over the five years to 2021, as wild swings in global
commodity prices have caused fluctuations in demand from downstream
operators.

Canada is among the world's top 10 producers of a wide range of commodities, including crude oil, natural gas,
nickel, copper and gold, and the prices of these commodities help drive investment into extraction activities. In fact,
the majority of industry revenue is generated through sales to oil and gas markets.

The industry performed poorly just prior to the reporting period as the prices of some major commodities, such as
gold, oil and gas, peaked in 2012. Meanwhile, the prices of nickel and copper peaked in 2011. Demand declined
sharply between 2015 and 2016 when the prices of both oil and gas tanked, and industry revenue was cut nearly in
half, although a depreciating Canadian dollar helped ensure that exports were comparatively stable. Wild swings
have continued through the second half of the reporting period, when the prices of many key commodities
rebounded strongly, although most remain below the peaks experienced prior to the reporting period. Overall,
industry revenue has increased at an annualized rate of 4.2% to $4.4 billion over the five years to 2021, including an
estimated increase of 12.2% in 2021 alone. This increase in 2021 can be mainly attributed to the expected
economic recovery following the COVID-19 (coronavirus) pandemic. The pandemic has caused a global slowdown
in manufacturing and a sharp decline in commodity prices in 2020. As the pandemic is being contained, commodity
prices have begun to rebound, subsequently enabling revenue to grow.

DEMAND ENVIRONMENT

Industry operators benefit from relatively inelastic demand for their
products in the sense that they are necessary for extraction activities.

Due to environmental regulations, safety concerns and an emphasis on mining and extraction efficiency,
downstream markets pay a premium for the highest-quality goods and services. Further, due to the intensive nature
of extraction activities, industry machines and parts wear down and need to be replaced at regular paces. Further,
the extraction environment for some commodities in Canada is complicated. According to the US Energy Information
Administration, Canada contains the third-largest number of proven reserves in the world. Most of these reserves
are located in Alberta's oil sands, extraction from which is a more complicated and technology-intensive process
than from other types of environments, which necessitates a wide range of complex machinery.

However, when commodity prices are low, profit may decline to the point where a mine site will shut down to wait for
improved prices. Further, customers may choose to purchase used equipment or choose to rent equipment,
dampening demand for industry products. In these environments, operators may offer significant discounts, which
helps to move volume, but further constrains revenue. Meanwhile, with a sharp decline in oil prices in 2020, the rate
of exploration has slowed dramatically, which significantly damaged industry revenue in 2020.
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INTERNATIONAL FOCUS

Canada's status as a leader in global hydrocarbon production with
significant unconventional reserves and its proximity to the United States,
which has its own deposits of unconventional reserves, has made it a
leader in advanced drilling technology and has attracted many
international companies.

While there are conventional oil and gas reserves in Canada, downstream operators, which need to continuously
replenish their reserve assets, have increasingly focused in recent decades on unconventional extraction techniques
and machinery. Consequently, industry operators have traditionally benefited from strong international demand for
their products.

Notably, the value of industry exports has fallen recently, declining at an annualized rate of 2.1% to $1.1 billion over
the five years to 2021. This decrease can be mainly attributed to an appreciating Canadian dollar, which makes
domestic goods more expensive for countries abroad. Thus, exports as a share of revenue have fallen from an
estimated 32.7% in 2016 to 23.9% in 2021. Meanwhile, the value of industry imports has grown at an annualized
rate of 0.5% to $1.5 billion over the five years to 2021. Despite a rising value of imports, import penetration has
steadily decreased as a share of domestic demand, falling from 38.2% in 2016 to 31.3% in 2021.

MINING AND PROFITABILITY

Mining companies also demand access to the latest technology to
maximize efficiency and production.

Mining is an inherently high-cost endeavour, so advanced machinery helps mining companies minimize cost and
maximize profit. Similar to oil and gas companies, mine operators demand high value-added industry products; this
trend has been consistent over the five years to 2021. However, given the volatile nature of many commodities,
industry profit, measured as earnings before interest and taxes, is expected to account for 5.8% of industry revenue
in 2021, down from 6.0% in 2016.

Furthermore, uncertain demand and a challenging operating environment has forced some operators to leave the
industry. Thus, IBISWorld expects that the number of industry establishments will fall at an annualized rate of 1.1%
to 513 locations over the five years to 2021. However, industry employment has increased as demand for industry
products is expected to improve in 2021. Ultimately, employment is forecast to increase at an annualized rate of
1.5% to 11,292 workers over the five years to 2021.
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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 crude oil

($US per
barrel)

2012 8,313 2,458 496 413 20,329 2,356 2,277 1,531 8,234 105
2013 7,059 2,494 549 455 18,436 1,711 1,930 1,334 7,277 104
2014 6,609 2,412 560 457 18,230 1,698 1,952 1,242 6,863 96.2
2015 4,747 1,443 552 444 15,201 1,586 2,289 1,147 5,450 50.8
2016 3,599 1,092 543 433 10,489 1,175 1,496 808 3,920 42.8
2017 3,909 1,215 533 424 12,746 1,331 1,702 841 4,280 52.8
2018 4,156 1,374 525 419 12,493 1,476 1,846 889 4,527 68.3
2019 4,528 1,346 504 401 12,228 1,578 1,900 946 4,851 61.4
2020 3,943 823 493 394 10,567 1,116 1,557 790 4,385 41.3
2021 4,426 1,195 513 408 11,292 1,059 1,531 853 4,898 49.4
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Industry Outlook
Outlook The Mining, Oil and Gas Machinery Manufacturing industry in Canada is

expected to experience a slow recovery over the five years to 2026.

Canadian production of hydrocarbons is forecast to continue growing, which will likely facilitate demand for industry
products since operators provide high value-added products and services to both the mining and oil and gas
sectors. As technology improves, IBISWorld expects investment in high-end machinery to continue. The industry's
primary customers operate in high-cost sectors, and obtaining high-quality machinery is an important factor in
minimizing these costs. However, the prices of many key commodities, such as coal and copper, are forecast to be
weak over the next five years, which will likely constrain potential growth in demand from these markets. Further,
since oil prices are not forecast to recover to the levels reached prior to the five years to 2021, many unconventional
projects that were profitable with higher oil prices will likely not be profitable during the outlook period, and as a
result, the rate of production expansion is likely to slow relative to previous years. Overall, IBISWorld forecasts
industry revenue to increase at an annualized rate of 2.4% to $5.0 billion over the five years to 2026.

SLOW DEMAND

Oil and gas companies rely on high-quality equipment to survey, collect
and analyze geological data.

They also require advanced machinery to bore wellholes, operate rigs and perform a wide variety of refining
processes after the extraction process is complete. Unconventional techniques, which are commonly used in the oil
sands of Alberta, have become increasingly necessary as operators try to access commodities located in more
complex deposits. In-situ extraction techniques, which occur underground, include steam-assisted gravity drainage
and cyclic steam stimulation. The pervasiveness of these techniques in the Alberta oil sands has been a key feature
of domestic demand for advanced machinery in the oil and gas sector, and this trend is expected to continue over
the five years to 2026.

Similar to oil and gas companies, mining operators require advanced machinery to extract resources. In addition,
mine operators demand high-quality, efficient machinery to sort and refine extracted minerals. Safety considerations
are also crucial in mining operations. Therefore, mining companies demand reliable and safe machinery. However,
commodity prices are not forecast to grow significantly over the next five years. Canada is in the process of phasing
out coal-fired power generators, which will likely lead to the falling production of coal over the next five years,
slowing demand from one major market. While nickel prices are forecast to rise during the outlook period, copper,
zinc and gold prices are forecast to be fairly weak, which will likely slow any impetus to invest in related extraction
activities.

GLOBAL CONDITIONS

Weak commodity prices will likely affect downstream operators across the
world, not just those located domestically.

However, the depreciation of the Canadian dollar is likely to facilitate export growth as extraction companies across
the world try to cut costs by sourcing affordable equipment. The value of exports is forecast to rise an annualized
2.6% to $1.2 billion over the five years to 2026. Meanwhile, the value of imports is also forecast to rise, increasing at
an annualized rate of 2.0% to $1.7 billion during the same period. IBISWorld estimates that most exports will
continue to go to the United States, as the development of unconventional oil and gas reserves is forecast to
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continue over the next five years. Furthermore, the United States is anticipated to remain the largest import source
for industry products.

PROFIT AND INDUSTRY STRUCTURE

Demand for the industry's products is forecast to be slow over the five
years to 2026.

Despite weak commodity prices slowing demand, the falling price of steel is expected to benefit operators' profit
margin since steel is a major input needed for industry products. Further, as demand for high-tech machinery
increases, industry operators will likely need to hire and retain a highly skilled labour force; as a result, the average
wage is forecast to rise over the next five years.

Although slow demand and operating conditions are likely to remain difficult, the industry is expected to recover a
slightly. The number of industry establishments is forecast to grow at an annualized rate of 0.5% to 527 facilities
over the five years to 2026. With a growing number of facilities, operators may hire more workers to fill these
facilities, and thus, industry employment is forecast to grow an annualized 1.2% to 12,004 workers over the next five
years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

 ($US per
barrel)

2021 4,426 1,195 513 408 11,292 1,059 1,531 853 4,898 49.4
2022 4,584 1,227 516 410 11,430 1,101 1,575 867 5,058 53.0
2023 4,665 1,242 517 410 11,493 1,122 1,597 874 5,141 54.7
2024 4,759 1,266 519 411 11,681 1,146 1,625 889 5,238 56.6
2025 4,849 1,286 522 413 11,803 1,170 1,652 900 5,332 58.2
2026 4,980 1,316 527 417 12,004 1,203 1,693 917 5,470 60.8
2027 5,079 1,339 534 421 12,173 1,228 1,722 931 5,572 62.9
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is expected to grow in line with the overall economy

Downstream markets are clearly defined

The industry is closely linked with commodity prices

The Mining, Oil and Gas Machinery Manufacturing industry in Canada is in the mature stage of its life cycle. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to rise at an
annualized rate of 1.9% over the 10 years to 2026. In comparison, Canadian GDP is expected to rise an annualized
2.0% during the same period. The industry is expected to recover after it experienced a significant shock due to
declining prices of oil and gas in 2020, which slashed revenue from downstream oil and gas companies that
represent the primary market for industry operators. The industry is closely linked with commodity prices, which are
volatile and not necessarily aligned with the overall health of the domestic economy.

Manufacturers of mining, oil and gas machinery benefit from clearly segmented downstream markets that enable
their business segments to align with downstream demand. Most of the major companies in this industry divide their
operations by type of machinery, distinguishing oil and gas equipment from mining. In turn, these separate business
divisions are able to cater to their respective markets and develop custom solutions for individual projects.
Furthermore, the United States provides the industry with a reliable trade partner, and this is expected to continue
over the five years to 2026.

A final indicator of maturity exists in the way this industry's fortunes are tied to commodity prices. The prices for oil,
natural gas and mined minerals largely determine the amount of capital outlay exploration companies are willing to
commit for various drilling and mining projects. When prices increase, demand for related machinery increases, but
when prices dip, demand generally falls in line. This strong relationship signals maturity in the industry, as
manufacturers are able to gauge demand, and in turn, scale production accordingly.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Mining In Canada

2nd Tier

Oil Drilling & Gas Extraction in Canada

Construction & Forestry Equipment Wholesaling in
Canada

Heavy Equipment Rental in Canada

Key Selling Industries
1st Tier

Steel Rolling & Drawing in Canada

Ferrous Metal Foundry Products in Canada

2nd Tier

Metal Stamping & Forging in Canada

Products & Services

  The Mining, Oil and Gas Machinery Manufacturing industry in Canada
provides machinery and equipment for extracting raw materials from the
earth.

Besides this industry's drills and bits that bore holes and make the desired resources accessible, resource extraction
companies require a host of other equipment to regulate pressure at wellheads, separate materials on-site and
power large machines in remote areas. In addition, despite the COVID-19 (coronavirus) pandemic, demand for the
industry's products is still expected to rise as commodity prices improve in 2021.

OIL AND GAS FIELD DRILLING MACHINERY AND EQUIPMENT

Oil and gas machinery and equipment includes rotary and portable drilling
bits, rigs, derricks, substructures and accessories.

This product segment has slightly fallen as a share of industry revenue over the five years to 2021, although this is
primarily because demand from the oil and gas sector declined precipitously in 2015, 2016 and 2020, whereas
demand from mineral mining, while also declining during the period, did not do so to the same extent. However,
overall demand from oil and gas mining markets is higher than historical averages due to strong demand from
energy exploration in Alberta's oil sands. Additionally, the increasing usage of unconventional extraction techniques
that require expensive machinery boosted demand just prior to the reporting period, although the cost of extracting
hydrocarbons from such sources can be prohibitive and with the recent collapse in the price of oil the pace of growth
in oil sands extraction has slowed. In 2021, oil and gas field drilling machinery and equipment is estimated to
account for 42.1% of industry revenue, constituting most sales within the industry.

OIL AND GAS FIELD PRODUCTION MACHINERY AND EQUIPMENT

Oil and gas field production machinery and equipment falls under the
same umbrella as the drilling machinery and equipment segment since
both products work together to help produce the final oil and gas
products.
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As with the field drilling machinery and equipment, demand is highly dependent on demand for oil and gas and their
respective prices. As prices and demand recover from declined brought on by the coronavirus pandemic, demand
for field production machinery and equipment is expected to increase slightly. The production sector of this process
is estimated to account for 19.6% of industry revenue in 2021, declining as a share of revenue during the period.

MINING MACHINERY AND EQUIPMENT MANUFACTURING AND OTHER

Individual mining machinery includes underground mining-type drills and
rigs; stationary ore crushers, washers, screeners and loaders; mineral
processors; and stone-beneficiating machinery.

While traditionally important to the mining segment, parts and attachments sold separately have declined as a
percentage of revenue due to the increased durability of mining machinery products. While the prices of various
commodities have increased over the past five years, this segment has risen as a share of revenue. Notably, some
traditionally strong mining segments have been performing particularly poorly. For example, environmental concerns
on burning coal have shifted demand toward natural gas as an energy source, and Canada is in the process of
phasing coal out as a source of energy generation. IBISWorld anticipates mining machinery and equipment
manufacturing to account for an estimated 31.4% of industry revenue in 2021, with underground mining equipment
accounting for most of this segment's revenue. Additionally, all other oil and gas field machinery and equipment is
expected to account for 6.9% of revenue in 2021, remaining a stable share of revenue during the period.

Demand
Determinants

Demand for the Canadian Mining, Oil and Gas Machinery Manufacturing
industry is dependent on several factors, but production levels of
downstream markets are the most pronounced.

When production levels increase, whether at existing locations or at new deposits, demand for machinery increases.
Downstream operators require machinery that operates at a high level consistently, and machinery depreciates over
time. Downstream operators consistently demand the most effective and cost-efficient technology, ensuring that
operators develop new products to keep up with global trends. However, due to the COVID-19 (coronavirus)
pandemic, production levels of downstream markets have declined sharply. As commodity prices fall and global
manufacturing comes to a slowdown.

Oil and gas

Oil and gas companies require a wide variety of equipment in all stages of the production process. In recent years,
downstream operators have required machinery capable of extracting oil and gas from increasingly complex
deposits. International oil companies have increasingly been investing in Canadian oil and gas resources, primarily
in Alberta's oil sands. However, this trend has dissipated in recent years as these projects have high extraction costs
and many foreign companies have opted for investing elsewhere now that oil prices have declined. Notably, while oil
production has continued to rise over the five years to 2021, oil and gas exploration activity has tanked, as
extraction companies have experienced limited budgets due to falling prices, and these exploration activities are a
significant source of demand. Overall, however, industry operators benefit from activity in this sector, and demand
for new technology is expected to drive growth over the five years to 2026.

Mining

Mining companies use this industry's machinery to locate, extract and beneficiate a varied array of minerals. Mining
operations, much similar to oil and gas operations, are heavily dependent on commodity prices. Volatility in global
commodity markets can rapidly make mines uneconomical, which can negatively affect industry performance. When
mining companies suspend mine operations, machinery typically sits idle, which reduces their rate of depreciation.
This reduces demand for new machinery. However, similar to oil and gas companies, mine operators demand high
quality and high-tech machinery and the Canadian Mining, Oil and Gas Machinery Manufacturing industry has
continued to innovate and provide high value-added products to mining companies. Safety also continues to be of
paramount importance in mining operations, so this downstream sector continuously maintains and upgrades
machinery.

Commodity prices

Both mining and oil and gas companies are exposed to fluctuations in global commodity prices. Consequently, this
exposure flows to industry operators. When downstream sectors reduce production levels, demand for industry
products is negatively affected. Commodity prices are typically volatile, but demand for downstream products,
especially oil and gas, is less elastic. Therefore, while high levels of commodity price volatility can negatively
influence industry performance, the inelastic nature of downstream product demand ensures that this negative effect
is limited to an extent. Nonetheless, industry operators closely monitor commodity prices to help forecast demand for
machinery in all downstream markets.
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Seasonality

Historically, some of the industry's segments have followed seasonal trends to some degree. In Canada, first quarter
activity levels are particularly high, as operators take advantage of the winter freeze to gain access to remote drilling
and production areas. In past years, certain Canadian businesses have declined during the second quarter due to
warming weather conditions which resulted in thawing, softer ground, difficulty accessing drill sites and road bans
that curtailed drilling activity. Activity in Canada then sometimes increases during the third quarter and then peaks in
the fourth quarter as operators spend the remaining drilling and production budgets for that year.

Major Markets

  For the Canadian Mining, Oil and Gas Machinery Manufacturing industry,
demand from downstream major markets \ is expected to recover after
decreased demand due to the COVID-19 (coronavirus) pandemic.

  As a result, major markets decreased their demand for mining, oil and gas machinery in 2020.

OIL AND GAS FIELD OPERATORS

Oil and gas field operators comprise the industry's largest major market
segment.

In some cases, a single oil production company can be responsible for a sizeable portion of a manufacturer's
revenue. The share of industry revenue captured by these operators is related to the relative levels of activity in
mining markets and oil and gas extraction markets. Additionally, demand for unconventional drilling machinery,
notably in Alberta's oil sands, has further boosted demand from oil and gas field operators, resulting in this segment
increasing as a share of revenue over the five years to 2021. IBISWorld expects that oil and gas field operators will
continue to account for the bulk of industry revenue over the five years to 2026, as oil and gas exploration is
expected to remain higher than mining activity during the period. This segment is expected to account for an
estimated 52.2% of industry revenue in 2021.

EXPORTS

Exports remained a significant share of industry revenue over the five
years to 2021.

IBISWorld estimates that exports account for 23.9% of industry revenue in 2021, down from 32.6% in 2016. The
United States is the industry's largest export market and is expected to remain so over the next five years. Notably,
exports as a share of revenue spiked in 2016 when the Canadian dollar declined sharply relatively to the US dollar.
However, as a result of an appreciating Canadian dollar, export's share of revenue has decreased over the five
years to 2021.

MINING AND MINERAL PROCESSING INDUSTRIES AND CONTRACTORS

Mining and mineral processing industries and contractors are expected to
account for 23.9% of revenue in 2021, rising as a share of revenue over
the past five years.
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Companies that provide support activities to miners represent a growing subsegment of this market. Support
activities are provided on a contract or fee basis, and service providers do not own or sell products or property
derived from the extracting or prospecting processes. Large mining equipment manufacturers sell directly to mining
producers or contractors, though some export sales may be done through overseas agents.

International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    Medium and Steady

The Mining, Oil and Gas Machinery Manufacturing industry in Canada displays high levels of international trade.
However, due to the appreciation of the Canadian dollar, exports are expected to decrease, while imports are
expected to expand.

Exports

The value of exports is forecast to decrease at an annualized rate of 2.1% to $1.1 billion over the five years to 2021.
The top export destinations include the United States, Australia, Peru and Mexico. The United States consistently
registers as the top destination for Canadian-made mining, oil and gas equipment. Its share of total exports has
slightly decreased over the past five years, and it is estimated to account for more than 45.0% of total demand in
2021. Exports to Australia have increased over the past five years, along with exports to Peru. Moving forward,
exports are forecast to return to growth, rising at an annualized rate of 2.6% to $1.2 billion over the five years to
2026. However, this outlook may change due to the COVID-19 (coronavirus) pandemic.

Imports

The value of imports is expected to rise at an annualized rate of 0.5% to $1.5 billion over the five years to 2021. The
top import sources include the United States, China, Finland and Sweden. The shared geographic borders that
facilitate freight movements perennially make the United States among the top trading partners within this industry,
accounting for an estimated 37.7% of imports in 2021. China's contribution to Canadian imports has grown steadily
over the past decade due to low wage costs and supply chain efficiencies that lower operating costs and enable
manufacturers to pass savings onto the customer in the form of lower prices.
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Business
Locations

  Alberta dominates the Mining, Oil and Gas Machinery Manufacturing industry in Canada based on the number of establishments
located in the province. With an estimated 64.5% of all manufacturing locations in 2021, Alberta benefits from large deposits of
natural resources such as crude oil and natural gas. The location of the natural resources in Alberta encourages manufacturers in
the industry to produce machinery near oil and gas fields that are currently producing. For example, industry leader Halliburton
Company operates a manufacturing plant for its drilling and evaluation segment in Nisku, AB.

Ontario is estimated to contain the second-highest number of industry establishments, at an estimated 14.8% in 2021. Ontario is
home to a significant amount of domestic mining activity, and locating establishments in this province makes it easier to get goods
to downstream markets. Additionally, British Columbia is home to 6.9% of industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Concentration in the Mining, Oil and Gas Machinery Manufacturing industry in Canada is low; in 2021, the top four
companies are estimated to account for less than 15.0% of industry revenue. The industry features a range of
participants, including small companies focusing on supplying goods to niche markets and large multinational
conglomerates such as the Halliburton Company. Concentration has decreased in recent years as the number of
mergers has increased slightly over the five years to 2021. Notably, while the industry does have several large
multinational conglomerates, few companies have more than one or two facilities located domestically. One
significant merger has been the merger between Joy Global Inc., which maintained one industry-relevant facility,
and Komatsu Mining Corp. The industry has several small operators, and nearly 80.0% of all establishments have
fewer than 50 workers. However, most smaller operators likely provide niche products that are not as capital
intensive to manufacture and distribute, and as a result, these companies do not account for a sizable amount of
industry revenue. Acquisition activity will likely increase over the five years to 2026, especially in light of a low-price
environment for crude oil and natural gas.

Key Success
Factors

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

Access to the latest available and most efficient technology and techniques:
A commitment to researching and developing new technologies and systems or the acquisition of licences for such
assets places companies ahead of the competition.

Concentration on core business:
Industry operators should concentrate their manufacturing efforts on products that increase volume throughput.
Ongoing benchmarking can assist in identifying areas for improvement.

Production of premium goods and services:
Customers usually seek equipment that minimizes total costs, including downtime, maintenance, repair and
replacement costs, and maximizes throughput.

Establishment of export markets:
Industry operators should develop export markets to expand sales, reduce unit costs and diversify the sales base.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is forecast to
slightly fall over the five years to 2021. Profit fell significantly in 2020
due to declining demand for products as a result of the COVID-19
(coronavirus) pandemic. Due to the price collapse of many
commodities, industry profit, measured as earnings before interest and
taxes, is estimated to account for 5.8% of industry revenue in 2021,
down from 6.0% in 2016.

 

  Wages

Wage costs are the second-largest cost component for the industry,
accounting for an estimated 19.3% of industry revenue in 2021. Wages
have fallen slightly from 22.4% in 2016. Softening declining wage costs,
operators increasingly invest in research and development (R&D) to
produce goods with value-added features such as longer life spans or
multiple functionalities. R&D employees are generally more highly
skilled and educated, in turn able to command higher salaries.
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  Purchases

Similar to most manufacturing industries, purchases consistently form
the highest cost component for makers of mining, oil and gas
machinery. Manufacturers in this industry purchase raw and
semiprocessed steel, castings, forgings, copper, electric motors, gears,
hydraulic parts, electronic components, clutches and other components
and raw materials from outside suppliers. Since products need to be
durable enough to endure in harsh conditions, steel and other hard
metals form a major input into drill bits, heavy machinery and other
downhole tools. Global steel prices have fluctuated significantly over
the past five years, although most major operators have long-term
supply contracts with upstream steel producers to help mitigate this
volatility. In 2021, purchases are estimated to account for 45.5% of
industry revenue.

 

  Marketing

Marketing expenses are estimated to account for 1.2% of industry
revenue in 2021. These costs are generally low because such activities
are handled by machinery wholesalers and retail companies. Further,
many clients of machinery markets contract directly with the
manufacturer for site-specific applications.

 

  Depreciation

IBISWorld estimates that depreciation will account for 1.9% of industry
revenue in 2021, remaining stable as a share of revenue.
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  Rent

Rent expenses are estimated to account for 5.8% of industry revenue in
2021. Many industry products are large machines and vehicles and this
requires bigger buildings. Similar to depreciation, rent tends to be a
fixed expense and so rent's share of revenue can fluctuate depending
on the health of the industry in a given year.

 

  Utilities

Utility expenses are estimated to account for 1.2% of industry revenue
in 2021. This is fairly low and likely indicates that manufacturing
industry products is not an energy-intensive process.

 

  Other Costs

The industry also has a wide range of other expenses, including
maintenance, repairs, contracted labour, administration and sales
support. These costs are expected to account for 19.3% of revenue in
2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  The Mining, Oil and Gas Machinery Manufacturing industry in Canada is
considered moderately competitive, with some large international
conglomerates with significant brand names providing stern competition
for smaller operators.

In general, the industry endures internal and external competition. Internal competition regards competitive factors
common to all or most companies within the industry, while external competition represents threats based in other
industries, substitute products or from imports.

INTERNAL COMPETITION

Companies compete on the basis of price, quality, service and delivery,
while individual products compete on the basis of providing superior
productivity, reliability and service that lowers the overall cost of
production for customers.

Customers for this industry's products are generally large oil, gas or mining companies with substantial purchasing
power. As high-productivity mining and drilling becomes more common internationally, especially in emerging
markets, global manufacturing capability is becoming a competitive advantage. Additionally, as technology has
improved, industry operators have been increasingly competing to develop advanced equipment that downstream
operators can use to extract resources using unconventional techniques.

EXTERNAL COMPETITION

Though there are few practical substitutes for the machinery this industry
makes, Canadian manufacturers compete with similar products made by
many established and emerging manufacturers worldwide.

As a result, imports represent the largest external form of competition. Over the five years to 2021, the value of
imports is anticipated to rise marginally and account for 31.3% of domestic demand in 2021.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Mining, Oil and Gas Machinery Manufacturing
industry in Canada poses several barriers to entry.
Industry products are complex instruments that require
sufficient technical skill and intellectual property to
manufacture, and there is a high degree of uniqueness in
many of the products manufactured because extraction
conditions vary worldwide. As a result, companies patent
the products they develop. If a company entering the
industry requests to use an existing patent, it must pay for
it. Further, although capital intensity is low to moderate,
obtaining the machinery necessary to fabricate mining
and drilling machinery could prove prohibitive to all but the
best capitalized entrants.

Large, well-established companies have a significant leg
up on the competition, as they have established brand
names and their products have powerful reputations. This
could relegate potential new entrants to niche and local
markets where competition is higher than the industry as
a whole. Although the industry experiences few specific
regulatory requirements, it also lacks assistance from the
government.

Also, many of this industry's clients exist in remote
locations. Industry operators need to have the capability
to transport bulky products through adverse
environments. As a result, transportation costs are
prohibitively high and require the use of specialized
machinery and technical expertise. Lastly, imported
products pose a significant threat. To combat competition
from imports, Canadian machinery manufacturers need to
develop strong relationships with downstream markets in
foreign countries, especially the United States, which is
consistently responsible for the bulk of export demand.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance None  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  Globalization in the Mining, Oil and Gas Machinery Manufacturing industry in Canada is high and is steady. Beyond levels
of international trade, the industry also exhibits high levels of globalization through the operation of offshore and
outsourced locations. For example, none of the largest Canadian manufacturers are Canadian companies. Instead, US
operators and other internationally based companies often maintain domestic subsidiaries and situate manufacturing
facilities in Canada to be closer to downstream consumers in the oil, gas and mining industries. Globalization is projected
to continue increasing, as trade levels maintain their shares of revenue and domestic demand while foreign companies
continue to operate factories in Canada.
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Major Companies

Major Players Halliburton Company

Market Share: 8.6%

  Halliburton Company (Halliburton) was incorporated in Duncan, OK, in 1919, and is headquartered in Houston.
Halliburton conducts business in 70 countries, has more than 40,000 employees and generated $19.3 billion in
global revenue in 2020 (latest data available). Halliburton provides services and products through all stages of oil
and gas production. Therefore, the company's operations are largely influenced by the performance of the energy
industry across the world.

The company operates a completion and production segment and a drilling and evaluation segment. The drilling and
evaluation segment is most relevant to the industry, although a significant amount of revenue is generated through
the provision of services, and only product sales are industry-relevant. Further, while the company has six major
facilities within its completion and production and drilling and evaluation segments, only one facility is located in
Canada. Halliburton manufactures drill bits, wireline tools and other devices for oil and gas exploration and drilling in
this segment. Halliburton provides services for fracking operations and benefits from offering a diversified portfolio of
products that complement these operations.

However, volatile oil prices have affected both the company's industry-relevant segments. The company announced
a merger with one of its major rivals to combat the decline in revenue and profitability. After announcing its intentions
to merge with fellow major company Baker Hughes Inc. (Baker Hughes) in late 2014, the two companies terminated
the merger in May 2016 amid regulatory pressure. The combined company would have represented one of the
largest oil and gas product and service companies in the world.

Financial performance

Halliburton's industry-relevant revenue is estimated to fall at an annualized rate of 11.1% to $379.8 million over the
five years to 2021. Revenue fell drastically between 2015 and 2016 as downstream operators cut investment in new
machinery and wells. Furthermore, the company's revenue has fall even more during the latter half of the period,
specifically as a result of the adverse economic effects of the COVID-19 (coronavirus) pandemic. In addition, the
company's operating profit is also expected to decrease drastically over the five years to 2021 as revenue struggles
to rebound.

 
Halliburton Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 684.2 N/C 8.3 N/C
2017 721.5 5.5 89.7 980.7
2018 675.7 -6.3 96.4 7.5
2019 483.7 -28.4 57.6 -40.2
2020 384.4 -20.5 48.8 -15.3
2021 379.8 -1.2 -25.7 N/C

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

Other Companies Komatsu Ltd.

  Market Share: 1.8%
  Milwaukee-based Joy Global Inc. (Joy) had operated since 1884, growing to employ a total of more than 10,000

people and generating billions of dollars in revenue globally every year. Of the company's two operating segments,
the surface mining equipment segment was the most relevant to the Mining, Oil and Gas Machinery Manufacturing
industry in Canada. The company maintained one manufacturing facility in Canada, located in Calgary. Joy
announced in 2016 that it had agreed to sell itself to Komatsu Ltd. (Komatsu) for an estimated $4.8 billion. Under
Komatsu, the company has operated as a separate subsidiary and its brands will likely continue to be sold, although
it was delisted from stock exchanges and no longer retains its own website. IBISWorld estimates the company will
generate $81.5 million in industry-relevant revenue in 2021, with a market share of 1.8%.

Boart Longyear Limited

  Market Share: 1.7%
  Headquartered in Salt Lake City, Boart Longyear Limited (Boart Longyear) was established in 1890 and is one of the
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world's largest providers of drilling services and equipment, primarily for mining customers. It provides products and
parts such as drills and roads and related accessories for both underground and surface mining and exploration.
The company generates an estimated 40.0% of its revenue from the sale of parts, and the remainder of its revenue
is generated through drilling services. It maintains manufacturing facilities across the world, with its only domestic
manufacturing plant being located in Mississauga, ON. The company does operate in several other sites in the
country where it provides mining services, but these are not industry relevant. In 2021, IBISWorld estimates that
Boart Longyear will generate $75.7 million in industry-relevant revenue, with a market share of 1.7%.

Rock-Tech

  Market Share: 0.3%
  Rock-Tech was founded in 1999 and has one manufacturing facility located in Lively, ON. The company is primarily

a manufacturer of specialized mining equipment designed for underground mining. It produces mine utility vehicles,
rockbreakers and portable storage systems, among other items, and also offers training programs for customers to
familiarize them with equipment. The company has an estimated 25 employees, and in 2021, IBISWorld estimates
that it will generate $11.2 million in industry-relevant revenue, with a market share of 0.3%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Mining, Oil and Gas Machinery Manufacturing industry
in Canada exhibits a low to moderate level of capital
intensity. IBISWorld estimates that for every $1.00 spent on
wages, industry operators will spend an estimated $0.10 in
capital investment. Industry equipment is technologically
complex and can require significant investment to develop.
Further, due to the idiosyncratic needs of different types of
mines and oil and gas sites, the willingness and ability of
companies to develop niche or customized products for
location-specific purposes can result in increased capital
intensity. To that end, there is little use of volume
production-line processes in this industry because the need
for precision and production-to-order requires a high use of
technology and lends a high value to most equipment.
Also, the cyclical nature of demand with regard to
commodities cycles can shift output volumes accordingly,
and small production runs drive labour costs up.

In addition to capital requirements, industry operators
require highly skilled workers to manufacture end products.
Due to the technical nature of the industry's products,
companies must attract and retain talented workers from a
limited labour market to be competitive. As a result, wages
as a share of revenue are relatively high, accounting for an
estimated 19.3% of revenue in 2021, although given the
volatile nature of demand, this figure can fluctuate, as
wages are stickier than revenue.
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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.

Very Low Rate of Entry Very
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.

High Market
Concentration

Likely 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.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Canadian Mining, Oil and Gas
Machinery Manufacturing industry is the collection of artificial intelligence (AI),
cloud computing, 3D printing and the Internet of Things.

For instance, AI is used by oil and gas companies seeking new areas to explore, expanding demand for the industry. In
addition, cloud computing is one of many benefits from the arising fourth industrial revolution, also recognized as Industry
4.0. Industry 4.0 follows the innovations made in robotics, computer control and simple automation to increase production.
As a result, operators manage a smarter facility with the ability to remain reactive, while maintaining its adaptive nature.
This is in conjunction with the overall construction sector trend to streamline processes and automatically track each step of
the development process. Consequently, 3D printing is also an improving initiative, forecasted to enable oil and gas
companies to reverse-engineer and measure oil and gas tools. This is also anticipated to support industry demand as
exploration operators can easily identify any parts or machines that require replacement.

The level of technology change is    Medium

  Drilling contractors use drilling rigs to drill oil and gas wells made by
operators in the Canadian Mining, Oil and Gas Machinery Manufacturing
industry.

The rig consists of a rotary table, drill stem and a drill bit. The drill stem is assembled from 9.1-metre (30.0-foot) joints of
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drill pipe and specialized drilling components known as downhole tools. The bit is attached to the end of the drill stem.
Using the conventional rotary drilling method, the rig's rotary table applies torque to the top of the drill stem to produce the
drilling action. Increasingly, drilling is performed using a drilling motor, which is attached to the bottom of the drill stem and
provides rotational force directly to the bit, and a top drive, a device suspended from the derrick that turns the entire drill
stem, rather than such force being supplied by the rotary table. The use of drilling motors and top drives permits the drilling
contractor to drill directionally, including horizontally.

Demands from existing fields

The downstream mining, oil and gas industries will likely continue to seek
more innovative and technologically efficient means of extracting
hydrocarbons from the earth.

The use of enhanced recovery techniques in many fields can result in higher levels of contaminants, such as water and
carbon dioxide. Due to depletion and the reworking of existing fields, production profiles are changing, including the mix of
oil and gas that a field produces. As a result, additional and more complex equipment may be required to produce oil and
gas from these fields. Many new oil and gas fields produce low-quality or contaminated hydrocarbon streams that require
more complex production equipment. This system imperfection increases demand for technologically advanced machinery.

Research and development

A commitment to research and development, or access to licensed
technology, is an important success factor in many key segments of this
industry, particularly in export sales.

Research includes the adaptation of proprietary and nonproprietary equipment to conditions in local and export markets.
Industry players register a large number of patents. Manufacturers of mining and oil and gas field equipment also seek to
develop total solutions for customers to add value.

In mining production, global positioning systems have been installed aboard mining machinery along with computers,
display screens, wireless communications and systems-management software. This development is making the delivery of
coal and minerals from surface mines more efficient, safer and less demanding of other resources and the environment.

Manufacturing cells

The manufacturing process generally consists of machining, welding and
fabrication, heat treating, assembly of manufactured and purchased
components and testing.

Manufacturers often use computer-controlled tools and automation. In addition, the necessary equipment and systems to
build similar products are often isolated in one area of a plant. Such configurations are known as manufacturing cells. A
sole employee in a manufacturing cell has the ability to monitor and operate several machines at once. The same
employee can also assemble and test the products that the machines in the cell make, thereby improving operating
efficiency and profit potential.

Revenue
Volatility

The level of volatility is    High
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  Over the five years to 2021, the Canadian Mining, Oil and Gas Machinery
Manufacturing industry has exhibited high levels of revenue volatility, as
measured by the absolute value of changes in revenue from year to year.

Revenue fell drastically between 2013 and 2016, with declining nearly 25.0% in both 2015 and 2016. Sharp drops in these
years were due to a collapse in demand from industries related to oil and gas extraction following sharp declines in the
prices of both commodities. When prices fall, some extraction activities can become unprofitable, and mines and other
production sites may close until prices improve. This similar trend can be endured in 2020, during the COVID-19
(coronavirus) pandemic.

Volatility in the industry is influenced by global commodity prices, and this influence is expected to persist over the five
years to 2026. Furthermore, industry operators must consider the overall level of downstream production to forecast
demand and to adjust production accordingly.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

While regulations relate to numerous aspects of the Canadian Mining, Oil and
Gas Machinery Manufacturing industry's operations, there are no major
regulatory or licensing requirements that are specific to the industry.

In some cases, however, regulators have instituted maximum emission requirements for machinery. Such environmental
compliance standards can raise operating costs in the form of additional component manufacturing and retrofitting.
Furthermore, there are many safety requirements for the industry's products, and industry operators must adhere to these
considerations when developing new or repairing old equipment.

Industry
Assistance

The level of industry assistance is    None and the trend is Steady

The Mining, Oil and Gas Machinery Manufacturing industry in Canada lacks
direct assistance from the Canadian government.

However, some indirect assistance exists. Downstream drilling companies received tax incentives from the government
until 2015. Environmental pressure has led to a phasing out of these incentives for new projects, but projects begun before
2007 may still receive tax breaks. Direct industry assistance is forecast to remain low over the five years to 2026.

In addition, operators received extra government assistance as a result of the COVID-19 (coronavirus) pandemic. The
Canada Emergency Business Account provides interest-free loans of up to $60,000 for qualifying small businesses.
Additionally, operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid.
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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 crude oil

($US per
barrel)

2012 8,313 2,458 496 413 20,329 2,356 2,277 1,531 8,234 105
2013 7,059 2,494 549 455 18,436 1,711 1,930 1,334 7,277 104
2014 6,609 2,412 560 457 18,230 1,698 1,952 1,242 6,863 96.2
2015 4,747 1,443 552 444 15,201 1,586 2,289 1,147 5,450 50.8
2016 3,599 1,092 543 433 10,489 1,175 1,496 808 3,920 42.8
2017 3,909 1,215 533 424 12,746 1,331 1,702 841 4,280 52.8
2018 4,156 1,374 525 419 12,493 1,476 1,846 889 4,527 68.3
2019 4,528 1,346 504 401 12,228 1,578 1,900 946 4,851 61.4
2020 3,943 823 493 394 10,567 1,116 1,557 790 4,385 41.3
2021 4,426 1,195 513 408 11,292 1,059 1,531 853 4,898 49.4
2022 4,584 1,227 516 410 11,430 1,101 1,575 867 5,058 53.0
2023 4,665 1,242 517 410 11,493 1,122 1,597 874 5,141 54.7
2024 4,759 1,266 519 411 11,681 1,146 1,625 889 5,238 56.6
2025 4,849 1,286 522 413 11,803 1,170 1,652 900 5,332 58.2
2026 4,980 1,316 527 417 12,004 1,203 1,693 917 5,470 60.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of crude oil

(%)
2012 10.0 7.72 2.90 1.22 6.86 0.87 15.4 14.1 14.5 0.86
2013 -15.1 1.46 10.7 10.2 -9.32 -27.4 -15.3 -12.9 -11.6 -0.86
2014 -6.38 -3.30 2.00 0.43 -1.12 -0.79 1.14 -6.87 -5.70 -7.59
2015 -28.2 -40.2 -1.43 -2.85 -16.6 -6.58 17.3 -7.68 -20.6 -47.2
2016 -24.2 -24.3 -1.64 -2.48 -31.0 -25.9 -34.6 -29.6 -28.1 -15.8
2017 8.60 11.3 -1.85 -2.08 21.5 13.2 13.7 4.06 9.17 23.4
2018 6.33 13.0 -1.51 -1.18 -1.99 10.9 8.49 5.75 5.77 29.4
2019 8.95 -2.03 -4.00 -4.30 -2.13 6.89 2.91 6.35 7.16 -10.1
2020 -12.9 -38.9 -2.19 -1.75 -13.6 -29.3 -18.1 -16.4 -9.61 -32.7
2021 12.2 45.3 4.05 3.55 6.86 -5.12 -1.71 7.93 11.7 19.6
2022 3.56 2.64 0.58 0.49 1.22 3.95 2.86 1.70 3.26 7.28
2023 1.77 1.28 0.19 0.00 0.55 1.96 1.44 0.79 1.64 3.20
2024 1.99 1.87 0.38 0.24 1.63 2.14 1.75 1.70 1.89 3.47
2025 1.90 1.58 0.57 0.48 1.04 2.04 1.65 1.21 1.80 2.82
2026 2.69 2.30 0.95 0.96 1.70 2.83 2.43 1.90 2.58 4.46

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 29.6 27.6 28.3 409 18.4 41.0 75,326
2013 35.3 26.5 24.2 383 18.9 33.6 72,353
2014 36.5 28.4 25.7 363 18.8 32.6 68,146
2015 30.4 42.0 33.4 312 24.2 27.5 75,456
2016 30.3 38.2 32.7 343 22.4 19.3 77,014
2017 31.1 39.8 34.0 307 21.5 23.9 65,950
2018 33.1 40.8 35.5 333 21.4 23.8 71,160
2019 29.7 39.2 34.8 370 20.9 24.3 77,323
2020 20.9 35.5 28.3 373 20.0 21.4 74,780
2021 27.0 31.3 23.9 392 19.3 22.0 75,531
2022 26.8 31.1 24.0 401 18.9 22.2 75,888
2023 26.6 31.1 24.1 406 18.7 22.2 76,072
2024 26.6 31.0 24.1 407 18.7 22.5 76,124
2025 26.5 31.0 24.1 411 18.6 22.6 76,252
2026 26.4 30.9 24.2 415 18.4 22.8 76,400

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

Alberta Energy Regulator
http://www.aer.ca

Industry Jargon DOWNHOLE TOOLS
Motors, connectors and other equipment that perform their functions within a borehole.

HYDROCARBON
An organic compound found mostly in crude oil that, when processed, acts as a significant energy source.

MANUFACTURING CELL
An area of a manufacturing plant in which similar products are grouped together for isolated assembly, testing and
quality control, usually by a single employee.

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.
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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
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