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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:

· Revenue is still expected to grow in the Canadian Plastics and Rubber Machinery Manufacturing industry, despite
the adverse economic effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current
Performance chapter.

· Despite the pandemic, the average industry profit margin is forecast to marginally rise over the five years to 2021.
For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate, mainly due to the adverse economic effects of
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 Plastics and Rubber Machinery Manufacturing industry in Canada manufactures machinery used to make or

process plastic and rubber products, including machinery for blow moulding, calendaring, plastic-compression
moulding, extruding, injection moulding, plastic working, rubber working, tire making, tire recapping and tire
shredding.

Major Players Husky Injection Molding Systems Ltd.

Main Activities The primary activities of this industry are:

Producing plastics-working machinery

Performing service, repair and maintenance work on used equipment

Producing thermoforming machinery

Producing rubber-working machinery

The major products and services in this industry are:

Injection moulding machines

Extruders

Other moulding machines

Plastic and rubber forming machinery

Machine parts
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Supply Chain

SIMILAR INDUSTRIES

Construction Machinery
Manufacturing in Canada

Semiconductor Machinery
Manufacturing in Canada

Printing, Paper, Food, Textile &
Other Machinery Manufacturing in
Canada

Metalworking Machinery
Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Plastics & Rubber Machinery
Manufacturing in the US

Blow Molding Machinery
Manufacturing

Plastic Processing Equipment
Manufacturing in China
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Industry at a Glance
Key Statistics

$2.1bn
Revenue

Annual Growth

2016–2021

5.2%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

 

$122.9m
Profit

Annual Growth

2016–2021

7.9%

  Annual Growth

2016–2021

 

5.9%
Profit Margin

Annual Growth

2016–2021

0.7pp

  Annual Growth

2016–2021

 

101
Businesses

Annual Growth

2016–2021

2.3%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

 

7,061
Employment

Annual Growth

2016–2021

6.0%

Annual Growth

2021–2026

2.9%

Annual Growth

2016–2026

 

$560.7m
Wages

Annual Growth

2016–2021

5.3%

Annual Growth

2021–2026

2.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-1.1%
Demand from plastics and rubber
products manufacturing

20.6%
World price of steel

1.2%
Aggregate private investment

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   Revenue Volatility

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Industry Globalization

High / Steady

 

Key Trends

 Plastic machinery manufacturers have experienced
increased demand from Canadian customers

 Ontario accounts for over three-fourths of establishments
and generates most of the industry's annual revenue

 Due to the industry's specialized nature, the number of
establishments has oscillated in recent years

 The industry's downstream markets are projected to
continue exhibiting relatively steady demand

 Due to the loonie's expected depreciation, industry exports
are projected to rise

 The industry will continue experiencing new entrants over
the next five years

 Due to the niche aspect of this segment, industry operators
have been able to grow their profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Imports

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

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

  World price of steel
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Executive Summary Bouncing back: Competition from imports will likely remain high as
downstream markets grow

The Plastics and Rubber Machinery Manufacturing industry in Canada supplies capital equipment and machinery to
plastic and rubber product manufacturers that use industry machinery along with other inputs to create products that
range from plastic pipes to retreading tires. The industry is heavily trade oriented, with exports accounting for almost
half of all industry revenue in 2021, particularly to plastic product manufacturers located in the United States, China
and western Europe. As a result, the industry is reliant on the health of the global economy, which has been
negatively affected due to the COVID-19 (coronavirus) pandemic. As a result of recovering domestic demand and
improving economic conditions, IBISWorld estimates that industry revenue will increase an annualized 5.2% to $2.1
billion over the five years to 2021. In addition, revenue is expected to rise 8.4% in 2021 alone, partially due to the
expected economic recovery after the peak of coronavirus. This growth in 2021 can also be attributed to all the
different markets operators' serve, thus hedging themselves if demand from one industry collapses.

Due to its strong reliance on exports, the industry operates on a global basis and must compete with increasing
foreign competition that benefits from relatively less stringent regulations, lower labour and other production costs.
The industry has been able to combat foreign competition by operating in niche segments and offering custom-
engineered machines that are known for their high quality, precision and versatility. Additionally, industry operators
have been able to build a strong customer base by taking advantage of computer technology, enabling operators to
diagnose and fix machinery problems remotely. Due to the niche aspect of this segment, industry operators have
been able to grow their profitability marginally despite wild fluctuations in the price of key inputs, such as steel.

After improving steadily during the previous five-year period, IBISWorld expects growth of the downstream market to
continue over the five years to 2026. However, competition from imports will likely remain high. Therefore, a
reputation for high quality and guaranteed performance will both remain important ways through which domestic
operators may differentiate their products from their international competition. Accordingly, IBISWorld expects
industry revenue to increase at a slower annualized rate of 2.0% to $2.3 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 measures the strength of the Canadian dollar against the
currencies of its major trading partners. When the CEER index decreases, the Canadian dollar loses value
compared with the currencies of its trading partners, thus causing domestic products to become more affordable on
the international marketplace and effectively boosting exports. The CEER index is expected to appreciate in 2021,
posing a potential threat for the industry.

 

Aggregate private investment

Production and capacity usage levels are good indicators of demand for plastics and rubber machinery. However,
investment levels indicate how much companies actually spend on items such as machinery. An increase in private
investment suggests growth in demand for plastic and rubber machinery. Aggregate private investment within
Canada is expected to increase in 2021, representing a potential opportunity.

 

Demand from plastics and rubber products manufacturing

Manufacturers of plastic and rubber products rely on machines produced by industry operators to produce their
products. As demand for plastic and rubber products increases, demand for plastic and rubber machinery increases
in turn. In 2021, downstream demand for plastic and rubber products is expected to increase.

 

World price of steel

Steel comprises a significant input in the manufacturing of plastics and rubber machinery. As the price of steel
fluctuates, the cost of production for plastics and rubber machinery manufacturers will also fluctuate. The price of
steel is determined by demand. Consequently, when global economic conditions are performing well, demand for
steel increases, leading to higher prices. In 2021, the price of steel is expected to increase.
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Current
Performance

The Plastics and Rubber Machinery Manufacturing industry in Canada
makes machines that process plastic resin materials and shape them into
finished plastic or rubber products.

Common plastic making processes include, but are not limited to, injection, extrusion and blow moulding. Similar to
other machinery manufacturing industries, this industry relies on a small number of reliable downstream
manufacturing businesses for demand. Strong demand derived from Canada's construction markets, in addition to
improving consumer spending, has helped the industry improve over the five years to 2021.

Furthermore, due to the expected appreciation of the loonie the value of exports is expected to fall as domestic
goods are viewed as being more expensive when the domestic currency appreciates, thus causing the value of
exports to decrease. Conversely, as the loonie depreciates, countries abroad will view those items to be less
expensive compared with their domestic currency, thus causing exports to increase. The value of the Canadian
dollar is expected to appreciate an annualized 1.3% over the five years to 2021, which is evident by the export
activity. Accordingly, while exports are expected to generate 46.4% of revenue in 2021, this represents a decrease
compared with 81.0% in 2016. Overall, however, IBISWorld expects industry revenue to increase an annualized
5.2% to $2.1 billion over the five years to 2021, with an expected growth of 8.4% in 2021 alone. This growth in 2021
can be mainly attributed to the expected economic recovery after the COVID-19 (coronavirus) pandemic. As the
economy fully opens back up, demand for the products produced using an operators' machinery is expected to
increase.

DOMESTIC DEMAND DRIVERS

This industry generates most of its revenue from manufacturing injection
moulding equipment and parts.

The production of other types of plastic and rubber forming machinery in Canada is comparatively lower, with
shipments of extruders, vacuum moulding machinery and other thermoforming equipment accounting for a much
smaller portion of output. Injection moulding machinery is mostly used in the production of plastic bottles, containers
and packaging products, as well as automotive parts such as bumpers and dashboards. Comparatively, machine
components for these completed machines comprise the bulk of revenue.

As a result, demand for industry products is indirectly affected by consumer spending on plastic products, new
construction and renovation activity and industrial production levels. As demand for plastic products rises, plastic
manufacturers are more likely to purchase new machinery or upgrade existing equipment. Conversely, downstream
plastic manufacturers are less likely to invest in new equipment when demand is low. For example, the residential
construction market is a key market for polyvinyl chloride pipes and window frames, both of which are produced
using extrusion machinery. Over the past five years, nonresidential construction activity has been sluggish
compared with new residential construction activity. This has, in turn, discouraged building material companies from
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investing in new extruders and other plastic forming equipment. Nevertheless, plastic machinery manufacturers
have experienced increased demand from Canadian customers over the past five years, increasing the domestic
market's share of industry revenue.

IMPORTANCE OF TRADE

International trade is a key driver of industry performance, with exports
expected to account for 46.4% of revenue in 2021 and imports projected to
satisfy 43.2% of domestic demand in the same year.

Due to the complex nature of the industry's machines, machine parts come from various parts of the world. For
instance, a manufacturer may begin production in Ontario, make final additions in a leased facility overseas and
then ship the finished equipment back to Canada for final assembly and sale to another foreign market. The
importance of trade is clear in the distribution of the industry's establishments, with Ontario and Quebec home to
93.0% of all establishments in 2021. Not only do these two provinces have strong manufacturing bases with access
to highly skilled workers, but they are also located near major ports. For example, Ontario borders the United States
and contains the Detroit-Windsor Tunnel, a major trade route for the industry's products. Accordingly, Ontario
accounts for over three-fourths of establishments and generates the majority of the industry's annual revenue.
Quebec is located near the Saint Lawrence Seaway and Port of Montreal, both of which are important trade ports.

Due to the industry's reliance on trade, the exchange rate of the Canadian dollar relative to other currencies is a key
determinant of performance. The Canadian effective exchange rate index has fluctuated over the past five years, but
has ultimately trended upward. The appreciation of the dollar generally tends to constrain exports while boosting
import volume. Subsequently, imports have grown an annualized 1.6% to $849.1 million over the five years to 2021,
while exports have decreased an annualized 5.9% to $965.9 million during the same five-year period.

GLOBAL COMPETITIVENESS

Due to labour regulations and a highly skilled labour force, the industry
competes globally.

Moreover, the industry competes not specifically on price but more so on quality, the provision of value-added
services and implementing the latest production technology. Accordingly, employees are paid well compared with
the global average. To this end, industry wages are expected to increase an annualized 5.3% to $560.7 million over
the five years to 2021. While this number is high compared with its foreign counterparts, operators rely on producing
highly customized equipment and systems to match their clients' specific needs to remain competitive.

Despite the presence of a few multinational manufacturers, most operators are small- to medium-sized companies,
and thus specialize in one type of machinery category or market. Due to the industry's specialized nature and
recovering demand from domestic markets, the number of establishments has oscillated in recent years, but has
ultimately risen an annualized 2.5% to 104 locations over the five years to 2021. Lastly, alongside significant
variations in the price of key inputs, industry profit, defined as earnings before interest and taxes, has fluctuated
during the period. Overall, however, industry profit has risen marginally from 5.2% of revenue in 2016 to a projected
5.9% of revenue in 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 steel

(Cents per
pound (lb))

2012 1,198 384 92.0 90.0 4,349 1,039 557 311 716 204
2013 1,305 393 94.0 92.0 3,996 962 581 305 924 195
2014 1,326 360 89.0 87.0 4,505 913 662 361 1,075 187
2015 1,484 490 90.0 88.0 4,510 1,215 840 391 1,109 131
2016 1,613 551 92.0 90.0 5,266 1,307 784 434 1,091 144
2017 1,772 615 98.0 95.0 5,251 1,210 866 448 1,428 187
2018 1,953 676 100.0 97.0 5,825 1,123 934 496 1,764 219
2019 2,132 731 97.0 94.0 6,843 1,184 907 549 1,855 177
2020 1,922 604 100.0 98.0 6,578 976 871 521 1,817 174
2021 2,083 725 104 101 7,061 966 849 561 1,966 236
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Industry Outlook
Outlook Demand for the Plastics and Rubber Machinery Manufacturing industry in

Canada is expected to wane over the five years to 2026 compared with the
five years to 2021 due to general economic uncertainty regarding some of
the industry's downstream markets.

Nevertheless, the industry's downstream markets overall are projected to continue exhibiting relatively steady
demand for industry products despite their slight anticipated slowdown. Furthermore, a projected increase in
corporate profit over the next five years will likely boost private investment in new production machinery, thus
benefiting operators.

Strengthening residential and nonresidential construction activity within the United States, alongside favourable
trends in food and beverage preparation and packaging, is also expected to drive export sales of plastic making
equipment to US markets. However, imports are expected to continue satisfying a larger portion of domestic
demand, keeping industry growth in check. All in all, revenue growth is expected to be weaker compared with the
previous period. Accordingly, revenue is expected to rise an annualized 2.0% to $2.3 billion over the five years to
2026.

TRADE TRENDS

Trade is expected to remain a key driver of industry performance in
coming years.

The United States is Canada's largest trading partner, so the health of the US economy will also dictate industry
expansion, although general uncertainty regarding the effects of COVID-19 (coronavirus) and its delta variant in the
United States and the virus' global spread will likely affect overall economic sentiment in the short term regarding
both the United States and Canada. Nevertheless, industry imports are expected to remain high as domestic
manufacturers continue sourcing parts and machinery from cost-advantaged regions. The industry is able to
produce customized products at affordable rates by sourcing materials from abroad and completing final assembly
operations domestically, though the possibility of affected supply chain activity in the short term due to the
coronavirus also remains a concern. Overall, however, imports are expected to continue growing an annualized
4.7% to $1.1 billion over the five years to 2026.

Due to the loonie's expected depreciation, industry exports are projected to rise an annualized 3.4% to $1.1 billion
over the five years to 2026 due to sustained global demand for the industry's high-quality plastics machinery. Since
exports account for almost half of industry revenue, foreign demand represents a major determinant of performance
for the domestic industry. Trends in foreign housing and industrial manufacturing sectors, particularly within the
United States and western Europe, are key drivers of demand for industry products. More specifically, expected
growth in the US residential and nonresidential construction markets will boost demand for plastic pipes and other
industry-relevant building materials. As demand for these products increases, demand for injection moulding
machinery, extruders and other products will follow suit, which will likely benefit industry operators. Lastly, strong
demand for plastic products in rapidly emerging economies will also aid in boosting industry exports to those
regions.

DOMESTIC MARKETS AND INDUSTRY LANDSCAPE



Plastics & Rubber Machinery Manufacturing in Canada August 2021

15 IBISWorld.com

Some downstream markets, such as the nondurable goods manufacturing
sector, are expected to maintain steady levels of demand, which will help
in driving plastic machinery sales.

However, fears involving the slowdown of Canada's housing market will constrain growth from the construction
sector, a key determinant of demand for industry products. For instance, the value of residential construction is only
expected to increase an annualized 1.6% over the five years to 2026. In contrast, the value of nonresidential
construction in Canada is projected to rise more rapidly, increasing at an annualized rate of 4.5% during the same
period.

Nevertheless, although revenue growth is expected to slow and competition is expected to remain high, the industry
will continue experiencing new entrants over the next five years. In particular, the number of industry enterprises is
expected to climb an annualized 2.3% to 113 companies over the five years to 2026. Meanwhile, due to the high-
skilled, value-added nature of industry products, wage growth is expected to generally parallel employment growth.
The number of industry employees is expected to rise an annualized 2.9% to 8,140 workers over the five years to
2026. Wages are expected to grow slightly slower, suggesting a decrease in the average salary for an industry
employee. The price of raw inputs is expected to decrease industry profit marginally over the next five years, though
this can vary considerably on the basis of whether an operator relies more heavily on steel or aluminum. Metals
such as steel and aluminum represent key inputs in the production of plastic and rubber machinery.

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

 (Cents per
pound (lb))

2021 2,083 725 104 101 7,061 966 849 561 1,966 236
2022 2,166 755 107 104 7,370 1,036 1,003 585 2,133 211
2023 2,204 773 109 107 7,593 1,081 1,031 601 2,154 195
2024 2,237 788 112 109 7,777 1,103 1,044 614 2,178 192
2025 2,271 804 114 111 7,968 1,120 1,055 628 2,206 196
2026 2,304 818 116 113 8,140 1,139 1,067 641 2,232 200
2027 2,336 831 118 115 8,283 1,157 1,078 652 2,256 204
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is growing faster than GDP

The industry’s downstream markets are clearly defined

Industry operators have static product offerings

The Plastics and Rubber Machinery Manufacturing industry in Canada is currently in the mature phase of its
economic life cycle. This stage is characterized by brand awareness and the wholehearted market acceptance of an
industry's portfolio of product offerings, in addition to clearly defined downstream demand that is primarily contingent
upon a litany of macroeconomic factors. Industry value added (IVA), which measures an industry's contribution to
the overall Canadian economy, is expected to increase at an annualized rate of 4.0% over the 10 years to 2026.
Comparatively, Canadian GDP is projected to grow at an annualized rate of 2.0% during the same period. Typically,
an IVA figure that portends faster growth than that of the broader Canadian economy signals an industry that is
experiencing the growth phase of its life cycle. This is not always the case, however, as there are numerous factors
that point to this particular industry's maturity when considered in combination with one another as a comprehensive
whole.

Due to the specialized and high value-added nature of the industry's products, industry operators tend to rely on
their reputations as a way of first attracting and then maintaining customers. Although the number of industry
enterprises is projected to increase an annualized 2.3% over the 10 years to 2026, growth in enterprises remains
relatively steady from year to year, and there is a lack of new participants in the industry for the sole purpose of
capitalizing upon new growth opportunities. This, in combination with industry entry as a competitive measure more
specifically, is also one of the most salient characteristics of an industry in maturity, as is the existence of
established, or static, product offerings. Since most technological change is extracted from analogous or
downstream industries, technological advances are not the driving force of this industry, and innovation is not one of
the industry's defining characteristics as a consequence. Ultimately, it is this notable reliance on broader
macroeconomic factors that indicates this industry's status as mature.



Plastics & Rubber Machinery Manufacturing in Canada August 2021

17 IBISWorld.com

Products & Markets
Supply Chain Key Buying Industries

1st Tier

SUV & Light Truck Manufacturing in Canada

Car & Automobile Manufacturing in Canada

Tire Manufacturing in Canada

2nd Tier

Automobile Wholesaling in Canada

Tire Wholesaling in Canada

Key Selling Industries
1st Tier

Metal Pipe & Tube Manufacturing in Canada

Aluminum Manufacturing in Canada

Ball Bearing Manufacturing in Canada

Engine & Turbine Manufacturing in Canada

Electrical Equipment Manufacturing in Canada

Plastics and Rubber Products Manufacturing In Canada

2nd Tier

Coal Mining in Canada

Oil Drilling & Gas Extraction in Canada

Mineral & Phosphate Mining in Canada

Products & Services

  MACHINE PARTS

Machines that are produced for the Canadian Plastics and Rubber
Machinery Manufacturing industry's downstream markets have
components that are often sold separately for the purposes of
replacement, calibration for new products or repair.

Accordingly, since purchasing a new machine is often costly, repairing these machines is the most cost-effective
means of continuing production. Thus, machine parts and components make up a projected 59.0% of industry
revenue in 2021. The breakdown of components mirrors that of the breakdown of completed machines, with the
largest proportion of machine parts derived from moulding machines. Overall, this segment has declined as a share
of industry revenue over the five years to 2021 due to more robust growth in other segments.

INJECTION MOULDING MACHINES AND OTHER MOULDING MACHINES

Injection moulding machines represent the industry's second-largest
segment of completed products, accounting for an estimated 27.5% of
revenue in 2021.

This segment has increased as a proportion of industry revenue over the past five years. Other moulding machines
account for 4.2% of revenue in 2021, and have also performed well during the period. Injection moulding machines
are used in the production of plastic products, such as bottle caps and plastic buckets. Injection moulding refers to
the process of injecting pelletized resins into a machine to produce different plastic products. These systems are
typically classified by tonnage, compression power and whether they operate via hydraulic, pneumatic or electric
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power. At present, the largest domestic manufacturer of injection moulding machinery is industry major player Husky
Injection Molding Systems Ltd., which generates most of its revenue from export sales.

Blow moulding machines represent the majority of the other moulding machine sales. Blow moulding machines are
used to create hollow plastic products such as water bottles. Blow moulding machines work by blowing air into soft
plastic, creating a hollow shape with thin walls. Producing blow moulding machinery, along with associated
granulators, compressors and other components, constitutes a crucial aspect of industry operations. Over the past
five years, this segment's share of revenue has increased as consumer plastic product manufacturers have invested
in new blow moulding equipment.

Other plastic and rubber moulding machines are varied, with machines in this segment including vacuum moulding
machines, other thermoforming machines and related spare parts and components. Domestic demand for these
products has largely been met by imports over the past five years.

PLASTIC AND RUBBER FORMING MACHINERY AND EXTRUDERS

Machinery used to shape and form natural and synthetic rubber products
is expected to account for 8.9% of total industry revenue in 2021.

Typically associated with tire processing, this segment includes tire recappers, shredders, vulcanizers and
retreading machinery. This segment's share of revenue has decreased over the past five years, despite being driven
by stronger demand from both domestic and international rubber product manufacturers as a result of a revitalized
automotive market during the beginning of the current period.

Extruders are machines that shape heated pellets into objects such as tubing and PVC pipe. Once the plastic is
shaped, it sits in a cooling pool, which helps the object keep its shape. This type of machinery is primarily used in
the construction sector, as pipes made from PVC and HDPE have become a popular alternative to metal pipes for
water systems. In 2021, IBISWorld expects this segment to account for just 0.4% of industry revenue, a negligible
share, although extruder parts represent a much larger share of the machine components product segment. Over
the past five years, demand for Canadian-made extruders has waned, driven primarily by increased pressure from
imported machinery from European manufacturers.

Demand
Determinants

Demand for the machinery manufactured by the Plastics and Rubber
Machinery Manufacturing industry in Canada is closely related to the
health of its downstream industries, which is in turn reliant on patterns in
business confidence, capital expenditures and the Canadian effective
exchange rate index (CEER).

Due to the nature of all manufacturing industries, demand for industry products is only as strong that of its
downstream users. In this case, downstream users encompass a variety of sectors, such as the housing market, the
automobile industry, the footwear industry and the plastic and rubber product manufacturing industry. Since the
machinery that is used in plastic and rubber product manufacturing touches a host of industries, general economic
health is important to industry demand. In turn, general economic health is dependent on worldwide economic
factors as well, including the effects of the ongoing COVID-19 (coronavirus) outbreak. This is particularly applicable
to the Plastics and Rubber Machinery Manufacturing industry in Canada since the industry is highly reliant on
international trade and experiences a high level of globalization as a result. In addition to broader economic
conditions, trends in industrial capacity utilization, performance in key plastics industries and nonresidential
construction activity also have an observable effect on demand for the industry's products.

Underscoring the industry's heavy involvement in international trade, industry imports are estimated to account for
43.2% of domestic demand in 2021, with exports estimated to account for 46.4% of industry revenue in the same
year. Moreover, fluctuations in the exchange rate can have an effect on international trade activity. For example, as
the CEER index appreciates, industry products theoretically become more expensive for foreign customers, leading
exports to slump as a consequence. On the contrary, a depreciating dollar makes exports more attractive for
domestic importers, ultimately leading to a greater share of domestic demand being satisfied by foreign products.
Over the five years to 2021, an appreciating dollar has attributed to the decrease in exports endured by operators.
Lastly, demand determinants in other countries also play an important role in driving industry performance due to the
industry's continuing reliance on international trade.
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Major Markets

  As a result of the COVID-19 (coronavirus) pandemic, demand from the
Plastics and Rubber Machinery Manufacturing industry's major markets is
expected to fluctuate over the five years to 2021.

  Although demand from exports is expected to decrease, the domestic market is forecast to continue to expand and
drive the industry's revenue forward.

EXPORTS TO THE UNITED STATES

The Plastics and Rubber Machinery Manufacturing industry in Canada is
dependent on international trade, as the majority of industry products
manufactured domestically are exported abroad.

Machinery manufacturers in Canada tend to take advantage of a highly skilled labour force, creating specialized
high-value products. For example, Husky Injection Molding Systems Ltd., the industry's only major player, generates
at least 75.0% of its annual sales from foreign customers. At a broader level, IBISWorld expects industry exports to
account for 46.4% of revenue in 2021, with the United States representing the largest individual export market for
industry products. In 2021, exports to the United States are projected to account for 32.4% of revenue. This is a
slight decline over the five years to 2021, mainly as a result of total export values falling.

EXPORTS TO OTHER COUNTRIES

In 2021, exports to other countries aside from the United States are
estimated to account for 13.9% of industry revenue.

While the industry's US exports have remained relatively unchanged over the five years to 2021, industry exports to
other countries have decreased over the past five years.

DOMESTIC PLASTIC PRODUCT MANUFACTURERS

The Plastic Film, Sheet and Bag Manufacturing industry in Canada
(IBISWorld report 32611CA) and other plastic product manufacturers use
plastic and rubber forming machinery to manufacture a variety of different
products specific to their respective industries.

These products include packing materials such as food storage bags and packaging for beverages, food and
cosmetics. These products are generally made from polyethylene terephthalate, polyvinyl chloride (PVC) and high-
density polyethylene. The advantages of using plastic products for storage purposes as opposed to other materials,
such as glass, primarily involve its lightweight nature, resistance to shattering and its transparency.

This segment has experienced some competition from consumers that are concerned over the environmental and
health effects of using plastics. Substitutes in the packaging sector include reusable bags and paper shopping bags.
Some consumers have been switching from plastic water bottles to reusable stainless steel water bottles. However,
such trends have not had a significant effect on downstream demand over the five years to 2021. In 2021, demand
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from domestic plastic manufacturers is expected to account for 31.7% of industry revenue.

DOMESTIC INDUSTRIAL MACHINERY DISTRIBUTORS AND OTHER

Users of plastic and rubber machinery include manufacturers of products
dealing with the automotive industry, the housing sector and the
consumer goods sector.

These products are purchased from distributors or rented from rental companies. In 2021, distributors account for
18.8% of industry revenue, while rental companies comprise only 3.2% of revenue, with both of these segments
remaining relatively stable as a share of revenue over the five years to 2021.

The automotive sector uses plastic and rubber machinery to create plastic parts in a vehicle, such as tire retreading
materials, inner tubes, tire repairs, belts and hoses. Demand for this segment increased early on during the five-year
period as government stimulus programs, both domestic and abroad, helped improve demand for automobiles. Yet,
a slowdown in domestic manufacturing activity following this increase has ultimately constrained demand from this
segment over the past five years.

Other domestic manufacturers that use plastic and rubber machinery include the housing and consumer goods
sectors. Companies that manufacture PVC pipes and floor coverings also purchase industry products. Consumer
goods manufacturers use plastic machinery to produce a variety of goods, such as toys, appliances, LCD screens,
housewares and more. This industry is cyclical in nature. Therefore, when consumer spending and consumer
confidence are high, demand for plastic products is high, which leads to greater demand for plastic and rubber
machinery. All in all, domestic markets are expected to account for 53.7% of industry revenue in 2021.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Steady

The Plastics and Rubber Machinery Manufacturing industry in Canada is highly reliant on international trade and has
generally experienced a trade surplus over the past two decades. However, the surplus has narrowed slightly over
the five years to 2021 as import growth has outperformed export growth. Imports and exports are both high due to
the complex nature of the industry. Intermediary components used to construct machinery are regularly shipped
across borders. Spare parts alone regularly account for more than half the industry's exports and imports.

Exports

The majority of industry products are shipped out of the country. As a result, a strong global economy bodes well for
the industry's overall performance. Exports fell throughout a majority of the five years to 2021. However, both export
volume and growth declined further toward the latter half of the five-year period, partially due to stagnating demand
from the European Union, a key destination market for industry exports. As a result, exports are forecast to decline
at an annualized rate of 5.9% to $965.9 million over the five years to 2021. This figure also includes an expected
drop of 17.5% in 2020 alone, due to the adverse economic effects from the COVID-19 (coronavirus) pandemic.

Nevertheless, the United States continues to remain the industry's main trading partner. In 2021, the United States
is expected to account for 69.9% of total industry exports. The main reason for this is the geographical closeness of
the United States to Canada, which reduces the transportation costs involved for industry participants. More
importantly, the United States and Canada have no trade barriers due to the United States-Mexico-Canada
Agreement (USMCA). In other words, goods are able to flow freely from one country to the other with no tariffs. The
most recent exception to this is the tariff war that occurred between the two countries in both 2018 and 2019, as the
United States first announced the imposition of tariffs on Canadian aluminum and steel imports, thereby incentivizing
the Canadian government to retaliate by instituting tariffs on a wide range of goods imported from the United States.
In May 2019, however, the United States agreed to lift its tariffs on Canadian aluminum and steel products, causing
Canada to reciprocate this same action, with the two countries' trade barriers once again becoming minimal. Other
important export destinations include China, Germany and Luxembourg. Most of the exports to Luxembourg are
interplant transfers conducted on behalf of Husky Injection Molding Systems Ltd. (Husky), which has a dominant
manufacturing and distribution presence in both countries. More specifically, Husky ships Canadian-made products
to its distribution facility in Luxembourg, which in turn sells injection moulding machinery and parts to customers
within Western Europe.

Imports

Imports are historically high regarding the Plastics and Rubber Machinery Manufacturing industry in Canada due to
parts being shipped in to Canada from all over the world. In 2021, imports are expected to fulfill 43.2% of domestic
demand, and over the five years to 2021, imports have risen at an annualized rate of 1.6% to a projected $849.1
million. Most notably, the industry's imports have exhibited strong growth, partially due to the appreciation of the
Canadian dollar over the past five years. However, the industry's import growth is most likely attributable to the
industry's high levels of globalization, particularly among the industry's largest players such as Husky. As with
exports, the United States supplies an estimated 32.5% of domestic imports in 2021. Other notable countries include
China (16.9%) and Germany (14.4%).
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Business
Locations

  The Plastics and Rubber Machinery Manufacturing industry in Canada relies on exports for a substantial portion of its revenue. As
a result, establishments tend to be located near large trading hubs so that goods may flow freely into and out of the country. In
2021, Ontario and Quebec are estimated by IBISWorld to account for 76.0% and 17.0% of the industry's establishments,
respectively. The two provinces also account for almost all industry shipments. The reason for the disproportionate percentage of
establishments relative to population is the provinces' location relative to major trading hubs. Ontario, which accounts for over
three-quarters of establishments, borders the United States, which is the industry's largest trading partner, and therefore,
represents an attractive location for industry operations due to the nearby Detroit-Windsor Tunnel, a major thoroughfare for cross-
border trade. Quebec also has major trading ports in the province. Its location near the Saint Lawrence Seaway and the Port of
Montreal make it a prime location for both shipping exports and receiving imported parts. No other province accounts for more
than 2.0% of industry establishments in 2021 aside from Alberta, which contains an estimated 3.0% of establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Plastics and Rubber Machinery Manufacturing industry in Canada experiences a low level of market share
concentration, in which the three largest manufacturers account for less than 10.0% of industry revenue in 2021.
Industry major player Husky Injection Molding Systems Ltd. (Husky) is the only operator with a significant share of
the market. According to its own company records, Husky currently maintains over a 75.0% share of the global high-
output polyethylene terephthalate machinery market and a significant share of the hot runners and preform moulds
market. The company's main manufacturing facility is located in Ontario, although Husky generates over 75.0% of its
annual revenue via export sales to customers located outside Canada. Other notable domestic manufacturers
include GN Thermoforming Equipment and Drader Manufacturing Industries Ltd. Industry operators are
overwhelmingly concentrated in Ontario and Quebec, with less than 10.0% of the industry's establishments located
outside of these provinces. In terms of production volume, establishments in Ontario consistently account for over
70.0% of industry revenue, according to the latest data available from Statistics Canada. Despite the presence of a
few major players, the industry as a whole is characterized by small- to medium-sized companies that specialize in
one particular product group or market. In particular, establishments with fewer than 50 workers on their payroll are
estimated to represent 82.3% of all industry establishments in 2021. Meanwhile, only one facility employs more than
500 workers. Altogether, the industry's market share concentration has remained relatively steady and is not
expected to vary significantly over the five years to 2026.

Key Success
Factors

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

Ability to accommodate environmental requirements:
Operators must be able to produce machinery that complies with increasing environmental regulation.

Having links with suppliers:
Most operators establish long-term relationships with customers as a result of providing reliable, high-quality
products and collaborative efforts to design and develop application-specific machinery.

Highly trained workforce:
Operators in this industry manufacture complex machines that must meet certain performance standards, including
strength, durability, temperature tolerance and chemical resistance.

Ability to quickly adopt new technology:
Operators must employ the latest technology to keep up with competitors and meet customers' changing needs.

Having a diverse range of clients:
Many operators provide a broad range of products to a host of different customers, including the electronic,
healthcare, construction and consumer markets.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 5.9% of industry revenue in 2021, up slightly from 5.2% in
2016. Industry profit was hampered immediately prior to the beginning
of the current period, primarily due to high input prices and slack in
demand from key domestic markets. However, the depreciation of the
loonie also served to precipitate an influx of foreign demand for
domestic products, helping to slightly improve overall profitability.
Additionally, consolidation has bolstered the respective profit margin of
many industry players, such as that of industry major player Husky
Injection Molding Systems Ltd., which has in turn skewed average
profitability upward overall. Nonetheless, the inherent volatility of
commodity prices, which is ultimately critical to the manufacturing of the
industry's product offerings, implies that the industry's average profit
margin will always remain variable to an extent. This rise in industry
profit can also be attributed to the expected economic recovery after
the COVID-19 (coronavirus) pandemic. Since the outbreak caused
many consumers to be more reluctant on what they purchase, as
economic drivers recover in 2021, industry profit is likely to follow that
trend.

 

  Wages

In 2021, IBISWorld estimates that wages will account for 26.9% of total
industry revenue, thus accounting for the industry's second-largest
expense. Comparatively, in 2016, wages also comprised 26.9% of
revenue. While the majority of manufacturing industries are highly
automated, the complex nature of making plastic and rubber machinery
involves skilled workers to assemble and maintain industry products.
Further, growth in employment during the period has been stronger
compared with growth in revenue, driving wages' share of revenue
upward in turn. In addition to the final assembly of machinery, the
industry employs a significant number of engineers that engage in new
product research and development. Due to the various types of workers
employed in this industry and the skill set required of these individuals,
the industry's average wage tends to be high relative to other industrial
manufacturing industries, thereby keeping wages a large expense for
most operators.
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  Purchases

The largest expense for industry operators comes from the purchase of
raw materials and intermediary components from other manufacturers.
In 2021, IBISWorld estimates that this segment will account for 43.8%
of industry revenue, down from 44.7% in 2016. Although the world price
of steel, which rose over the five years to 2021, threatened to increase
purchase costs as a result of its increase, operators in the industry
have instead been transitioning to using more aluminum inputs due to
their weight and versatility. The price of aluminum has increased only
slightly during the same five-year period, thereby bringing purchase
costs down despite the observed increases in the price of steel on the
global marketplace. Major inputs in the industry's manufacturing
process include steel plates, bars, castings, forgings and hard-surfacing
alloys. Over the past five years, the world price of steel has fluctuated
significantly, falling as much as 19.0% in 2019 and increasing as much
as 36.0% in 2021. Ultimately, metal prices have risen in the short term
due to commodity price fluctuations in response to the coronavirus
pandemic, which has caused observable fluctuations in gold, oil and
copper prices, among others.

 

  Marketing

Marketing represents only a fraction of revenue for this particular
industry, as its specialized nature limits its markets to similarly
specialist customers in downstream manufacturing industries. As a
result, marketing is expected to make up only 1.8% of industry revenue
in 2021.
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  Depreciation

Depreciation is used here as a proxy for capital expenditure and
measures the reduction of an asset's value with the passage of time
caused by regular wear and tear. Depreciation costs have remained
relatively stable during the period at a projected 1.9% of revenue in
2021. The largest capital expenditures that industry companies make
are outlays on equipment to manufacture plastic machinery.

 

  Rent

As with all manufacturing industries, this industry requires space for the
construction and storage of industry products. As a result, expenditures
associated with rent are expected to account for 3.4% of revenue in
2021.

 

  Utilities

Utility expenditures do not comprise a significant operating cost for
manufacturers in this industry. In 2021, utility costs are estimated to
account for 1.0% of total industry revenue.

 

  Other Costs

The other costs associated with operating in this industry do not
represent a particularly significant portion of an average operator's
revenue. Overall, all other costs pertaining to this industry account for
the remaining 15.2% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  Operators in the Plastics and Rubber Machinery Manufacturing industry in
Canada compete internally on the basis of price, technology and quality,
while the industry's external competition is centred throughout foreign
manufacturers and resellers of used equipment.

INTERNAL COMPETITION

Downstream users of plastic and rubber machinery rely on machines to
produce plastic and rubber products, including polyvinyl chloride pipes
and corrugated plastic pipes, among various other offerings.

The machines that are used to manufacture these products are highly specialized and complex. As a result, the
quality of the machine in question is extremely important. Due to the complex nature of these machines, prices tend
to be high. Manufacturers that are able to manage certain input costs, such as labour and the price of intermediary
components purchased externally, may gain an advantage over competitors that cannot.

Technological innovation plays a role in competition internal among industry operators. Operators that can
manufacture a product that is cost efficient to run and meets environmental standards will flourish. Examples of this
include machines that reduce operation costs by cutting electricity use, effectively making them more
environmentally friendly than other machines. Due to the increasing amount of environmental regulation in the
manufacturing sector, creating products that comply with or exceed current energy standards is crucial.

EXTERNAL COMPETITION

Competition from foreign manufacturers is high and consequently plays a
key role in driving the industry.

In 2021, imports are expected to satisfy 43.2% of domestic demand. Operators overseas benefit from cost
advantages due to lower labour costs and looser regulations. Domestic manufacturers can combat overseas
competition by creating strong customer relations and developing a reputation for high-quality products and
maintenance. In addition to foreign competition on a manufacturing level, industry operators compete with resellers
of used equipment, which may seem an attractive option to certain clients due to the expensive nature of the
industry's products, particularly extrusion machines. Plastic product manufacturers operating on a tight budget may
find it more realistic to buy a used machine for a fraction of the cost they would pay for a new one.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry in the Plastics and Rubber Machinery
Manufacturing industry in Canada are moderate. The
largest barrier that entrants to the industry must contend
with relates to cost. For example, the price of a finished
good can be in the five- to six-figure range, which is
representative of the expense and skill required to
manufacture extrusion and injection machines.
Accordingly, potential entrants must possess a substantial
amount of capital to buy parts and acquire skilled labour.
Further leading to high capital costs, large warehouses
are needed to manufacture these machines, which incur
high rent expenses.

Another significant barrier to industry entry relates to
brand recognition. Due to the high prices of these
products, potential buyers will seek a product that is well-
established. Examples of globally recognized brands
include Husky Injection Molding Systems Ltd.,
KraussMaffei Group GmbH and Netstal-Maschinen AG,
among others. The intense competition that occurs
between these established brands makes it especially
hard for new entrants to not only break into the industry,
but to also be successful once they have done so.

Moreover, repair and maintenance contracts are very
lucrative. These same global companies typically have a
stronger relationship with major downstream
manufacturers, ensuring their dominance in these spaces.
A consumer that purchases industrial machinery often
relies on the manufacturer for calibration and
maintenance services. If end use consumers are drawn to
brand recognition for their initial purchases, this in turn
also encourages major player dominance through the
establishment of these long-term maintenance contracts.

Barriers to Entry Checklist

Competition Medium  

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 Steady

  The Plastics and Rubber Machinery Manufacturing industry in Canada operates with a very high level of globalization.
While most industry operators are Canadian-owned, the most expansive growth opportunities are located in foreign
markets as manufacturing continues to move abroad, although this offshoring and outsourcing activity may halt in the
short term on a global scale due to the COVID-19 (coronavirus) pandemic. An example of a highly globalized industry
player is Husky Injection Molding Systems Ltd., which is by far the largest operator in the domestic industry and
generates at least 75.0% of its annual revenue from the company's non-Canadian sales. More broadly, international trade
also constitutes a key determinant of the industry's performance. In 2021, exports are expected to account for 46.4% of
revenue, while imports are expected to meet 43.2% of domestic demand. However, the recent and ongoing coronavirus
outbreak has affected the landscape of industry globalization moving forward, albeit in the short term via international
trade levels more specifically. This is primarily due to China's high position in the global supply chain, which has
expanded significantly over the past two decades, in addition to the country's current status as the second-largest source
of imports for the Plastics and Rubber Machinery Manufacturing industry in Canada. In 2021, imports from China serve to
comprise an estimated 16.9% of total industry imports and 6.1% of total industry exports. Furthermore, imports from
Germany account for an anticipated 14.4% of total industry imports, with Germany representing yet another country in
which the spread of the coronavirus has been particularly wide and documented.
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Major Companies

Major Players Husky Injection Molding Systems Ltd.

Market Share: 6.1%

Brand Names HyPET, H-PET AE, Hylectric, UNIFY,
Husky Molds

  Husky Injection Molding Systems Ltd. (Husky), a subsidiary of Platinum Equity LLC, is a global supplier of injection-
moulding equipment and services to the plastics sector. Prior to 2017, Husky was a subsidiary of Berkshire Partners
LLC (Berkshire Partners) and OMERS Private Equity Inc. (OMERS). Berkshire Partners is a Boston-based private
equity firm, while OMERS is one of Canada's largest pension funds. In December 2017, Platinum Equity LLC agreed
to acquire Husky from Berkshire Partners and OMERS in a deal worth $3.6 billion, with the deal ultimately closing in
the second quarter of 2018. Employing 4,300 workers in 2020 (latest data available), Husky produces high-output
injection moulding and integrated systems, robots and other components such as hot runners and moulds. This
equipment is then used to make thin-walled containers, including beverage bottles and caps, food containers,
consumer electronic parts and an assortment of medical equipment. In addition to injection moulding solutions,
Husky provides aftermarket services and parts. Although Husky remains a global leader in machinery for the
packaging market and derives 75.0% of its total sales outside North America, the company has increasingly
extended its reach into other plastics markets, including the automotive, medical and technical markets. As a
privately owned company, Husky does not release its financial information, although in 2020 (latest data available),
the company is estimated by IBISWorld to have made $1.3 billion in total company-wide revenue.

Husky's vertically integrated service and sales network consists of over 40 offices that serve customers in over 140
countries. The company's main manufacturing and final assembly centres are located in Canada, the United States
and Luxembourg. Husky also has minor manufacturing operations in Austria, China, the Czech Republic, India and
Switzerland. Husky's corporate headquarters and flagship production centre is based in Bolton, ON, a 70-acre
campus that manufactures most of the company's preform moulds, robots and electric injection moulding machines.

Financial performance

According to IBISWorld estimates, Husky's industry-relevant Canadian revenue has increased an annualized 9.1%
to an estimated $126.8 million over the five years to 2021. The company's growth has primarily been driven by
strong domestic downstream demand, as the number of imports that satisfy domestic demand fell. Consequently,
the company's operating profit, defined as earnings before interest and taxes, has decreased at an annualized rate
of 2.2% to $27.8 million over the five years to 2021, as continued volatility in the world prices of various commodities
caused Husky to operate at a loss immediately prior to the beginning of the reporting period. Despite its dominant
manufacturing presence in Canada, Husky generates over 75.0% of its annual revenue from export sales to foreign
customers, which has assisted the company in growing its business worldwide despite its fluctuating profit. Over the
past five years, Husky has continued to make significant investments in its well-established beverage packaging
business, focusing on new product development. Continual product development has enabled the company to
maintain its leading role in the global plastics machinery market.

 
Husky Injection Molding Systems Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 82.1 N/C 31.1 N/C
2017 108.3 31.9 35.0 12.5
2018 109.3 0.9 34.4 -1.7
2019 114.5 4.8 31.0 -9.9
2020 127.0 10.9 11.1 -64.2
2021 126.8 -0.2 27.8 150.5

Source: IBISWorld
Note: *Estimates

Other Companies The Plastics and Rubber Machinery Manufacturing industry in Canada mainly comprises numerous niche producers
that manufacture custom machinery for individualized products at the downstream level. Since most downstream
production occurs on a large scale, these machines therefore need to be calibrated for manufacturing specific
products, although some machines can also be adjusted to produce new goods at different measurements and
specifications. As a result, many industry operators rely on few downstream producers with long-term maintenance
and calibration contracts after the initial purchase. Most of these manufacturers focus on specific product lines within
plastics and rubber machinery, emphasizing either plastics or rubber, and differentiating based on end use, such as
consumer products, industrial products or apparel, among others. Therefore, many industry operators tend to be
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small, with foreign markets providing the primary growth opportunities for machinery manufacturers.

Drader Manufacturing Industries Ltd.

  Market Share: 2.8%
  Founded in 1957, Drader Manufacturing Industries Ltd. (Drader) is an ISO-certified producer of injection moulding

machines, in addition to numerous completed plastics products, bakery equipment and specialty products for
individual industries. The company's primary injection moulding machine, the Injectiweld, is a one-hand operated
injection plastic welder that comes with interchangeable tips for plastic welding, repair, fabrication, model making
and plastic prototyping. The automatic feed system enables one-handed use and also differentiates the Injectiweld
from its competition. The Injectiweld uses radiant heat to bond plastics without using hot air or gas, with rod driver
wheels feeding welding rods into connecting tubes where most types of plastic are packed into the barrel and
melted. Most importantly, the Injectiweld does not require the scraping of surface oxidation, although due to
temperature restrictions, the Injectiweld is not compatible with thermoset plastics, PVC-U and PVC-P plastics,
PMMA and PFA plastics. Drader employs an estimated 350 employees across Canada. Although Drader is private
and therefore does not disclose its financial information, IBISWorld expects Drader to generate $57.9 million in
industry-relevant revenue in 2021.

GN Thermoforming Equipment

  Market Share: 0.8%
  GN Thermoforming Equipment (GN) is headquartered in Chester, NS, where it manufactures its products. GN also

maintains a sales and service centre in the Czech Republic. Although the company was founded in 1981 with six
employees, it has since grown into a leading manufacturer of plastic manufacturing machinery, and is estimated to
employ over 100 workers in 2021. GN operates on a global scale, conducting its business in over 60 countries and
simultaneously possessing a reputation as a leader in the manufacturing of thermoforming machines, plastic
packaging machines and tools. Thermoforming machines in particular are typically used in heating plastic sheets to
a desired, specified temperature, during which the plastic can then be formed into a specific shape. Similar to much
of the industry, GN derives the majority of its sales from exports. The founders of the company chose an export-
driven business model because of the diverse customer base it gives them access to, helping to minimize the
influence of regional economic disruptions. While GN is a private company and therefore does not make its financial
data publicly available, IBISWorld estimates that the company will generate industry-relevant revenue of $17.5
million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Plastics and Rubber Machinery Manufacturing industry
in Canada exhibits a low to moderate level of capital
intensity. In 2021, IBISWorld estimates that for every $1.00
that is spent on wages, the average industry operator will
spend $0.07 on capital investment, falling marginally when
compared with 2016. Over the five years to 2021, wage
costs have consistently accounted for at least one-quarter
of total industry revenue, although this share has been
increasing only slightly. During the same period,
depreciation costs, a proxy for capital expenditure, have
consistently accounted for less than 2.5% of revenue.
Unlike most manufacturing industries, manual labour is an
important input and characteristic of this industry that
cannot be substituted for via automation. Due to the
complex nature of the machinery produced by the Plastics
and Rubber Machinery Manufacturing industry in Canada,
buyers of the industry's products would prefer to have
higher quality products. This will save them money in the
long run compared with buying less expensive products, as
these are more likely to constantly require upgrades and
maintenance. However, the share of revenue that is
dedicated to labour has remained stagnant during the
period. Since capital intensity is a measure of labour to
capital expenditure and the industry's depreciation levels
have marginally decreased while wages increased, capital
intensity has slightly decreased as a result.

Capital expenditure includes the purchase of
manufacturing machinery and other related equipment,
building and leasehold improvements, additional waste
treatment equipment required to meet environmental
requirements and computers and other general office
equipment. While the industry's manufacturers will try to
save on labour costs through automation wherever
possible, workers will continue to be essential in
manufacturing the industry's portfolio of products, leading
capital intensity to likely remain low over the five years to
2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Medium Innovation
Concentration

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

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

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

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.

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

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

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.

Overall, the Plastics and Rubber Machinery Manufacturing industry in Canada
has remained unruffled by technological advancements in competing and
adjacent industries.

This is largely because the overall manufacturing process for industry products has remained relatively unchanged over the
past decade. Although automation and machine learning have both improved over the five years to 2021, this has been to
the advantage of this industry as opposed to its detriment. Moreover, digitization has aided the industry's operators when it
comes to staying in control of their inventory management systems. However, it has not changed the landscape of
machinery manufacturers, with the industry continuing to rely on labour and automated equipment.

The level of technology change is    Medium

  The Plastics and Rubber Machinery Manufacturing industry in Canada is
characterized by a medium level of technological change.

The main function of the plastic and rubber machinery manufactured by industry operators is to create plastic and rubber
products, such as pipes, dashboards and storage containers. In recent years, these machines have become more complex
in an effort to increase cost efficiency and environmental friendliness. Plastic and rubber machinery are operated
hydraulically, mechanically or electrically. Electric machines provide faster cycles, run more quietly and permit users to
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consume less energy in their production processes. In addition, these machines tend to be more environmentally friendly,
which proves particularly attractive to clients that are subject to increased environmental regulations from the government.

In recent years, improvements in the production of plastic and rubber parts have accelerated the pace of technological
change. Examples of these improvements include increased production capacity of extruders, aided by the creation of high-
output twin screw extruders; improved die and calibrator designs; water tanks with greater cooling capacity; and more
accurate saws and cutters. Technological advancement has led to a more efficient and less labour-intensive manufacturing
process. Over the five years to 2026, resources will continually be devoted to research and development in an effort to
meet market demands and create high-precision products that are cost efficient, versatile and environmentally friendly.

Revenue
Volatility

The level of volatility is    Medium

  The Plastics and Rubber Machinery Manufacturing industry in Canada exhibits
a moderate level of revenue volatility, with revenue expected to fluctuate 8.0%
year-over-year over the five years to 2021.

The five-year period has broadly been characterized by volatility from year to year as the Canadian economy grew amid
oscillating commodity prices and currency valuations. Over the past five years, revenue grew as much as 10.2% in 2018,
although most years did not experience revenue growth to such an extent, and industry revenue decreased 9.9% in 2020.

Over the five years to 2026, revenue volatility will likely subside a bit as economic conditions begin to recover. However,
revenue is still expected to become more vulnerable in the short run due to the emergence and subsequent proliferation of
COVID-19 (coronavirus), ultimately posing a threat to the industry due to its significant reliance on international trade with
China in particular. In the long run, however, any possibility of short-term revenue fluctuations will likely be subdued as
downstream industries continue to invest in long-term strategic goals in response to an anticipated stabilization of long-term
demand conditions more generally. While users of the industry's products rely on stable plastic and resin prices for
feedstock, demand shocks can stir up volatility and thereby hamper demand for plastic and rubber machinery.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

As with most industries involved in the manufacturing of goods, the Plastics
and Rubber Machinery Manufacturing industry in Canada is subject to many
regulations on not only the federal level, but also the provincial level.

These regulations relate to air and water quality, in addition to standards for the treatment, handling and disposal of toxic
and hazardous wastes. Other important regulations include those that centre safety in the workplace, the handling of
hazardous materials, minimum wage laws and other pertinent labour policies. Furthermore, the level of regulation
experienced by the industry can result in increased or decreased operating and compliance costs.

ENVIRONMENT CANADA
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Environment Canada represents the department responsible for implementing
environmental policies aimed at preserving and enhancing Canada's
environment and natural resources.

Since manufacturing companies can sometimes emit hazardous air pollutants in their respective production processes,
Environment Canada therefore enforces legislation through warnings, tickets, injunctions and prosecution. However, the
bulk of this oversight is directed toward downstream rubber and plastic producers as opposed to industry operators, since
there are more hazardous pollutants involved in downstream operations compared with industry output.

Industry
Assistance

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

Overall, operators in the Plastics and Rubber Machinery Manufacturing
industry in Canada do not receive direct assistance on the part of the
Canadian government.

Nevertheless, downstream manufacturers of plastic and rubber can benefit from protectionist tariffs, which indirectly provide
assistance to industry operators due to their reliance on these downstream producers to generate revenue. For example,
there are tariffs levied on all plastic products that are manufactured outside of Canada. Country of origin tariffs range
between 0.0% and 40.0% of the product's retail value, with rates typically low between countries with which Canada has
preestablished free trade agreements. The United States-Mexico-Canada Agreement (USMCA) serves as a key example of
free trade treaties, as they effectively eliminate the existence of trade barriers with respect to the industry's primary two
trading partners, the United States and Mexico. This has, however, changed slightly in recent years with the emergence of
the current US administration. In 2018, for instance, the Canadian government announced the imposition of retaliatory
tariffs on a wide range of US imports worth up to $16.6 billion. This came in response to the US government's
announcement that it would place levies on Canadian-made aluminum and steel products. As a result, the Canadian
government primarily targeted the import of unfinished iron and steel products, placing a 25.0% tariff on these goods in
particular, among placing tariffs on other goods that encompass a variety of industries. Despite these developments, 2019
signalled a reversal of this atypical trend, with the United States and Canada reaching an agreement to bring an end to their
year-long tariff war by lifting the recently imposed tariffs on the part of both nations.

Outside of government assistance, industry operators can receive assistance from many national and global trade
associations, including the Rubber Manufacturers Association, the Society of Plastics Engineers and the Society of the
Plastics Industry. Within Canada itself, the Canadian Plastics Industry Association is the foremost advocate for the
industry's interests. These organizations provide educational and enterprise resources for industry operators, as well as
trade assistance, certification, networking opportunities and the most up-to-date industry news. Even so, the majority of
these organizations are only indirectly associated with the industry's activity, as their emphasis is on downstream
operations rather than machinery manufacturing.

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 steel

(Cents per
pound (lb))

2012 1,198 384 92.0 90.0 4,349 1,039 557 311 716 204
2013 1,305 393 94.0 92.0 3,996 962 581 305 924 195
2014 1,326 360 89.0 87.0 4,505 913 662 361 1,075 187
2015 1,484 490 90.0 88.0 4,510 1,215 840 391 1,109 131
2016 1,613 551 92.0 90.0 5,266 1,307 784 434 1,091 144
2017 1,772 615 98.0 95.0 5,251 1,210 866 448 1,428 187
2018 1,953 676 100.0 97.0 5,825 1,123 934 496 1,764 219
2019 2,132 731 97.0 94.0 6,843 1,184 907 549 1,855 177
2020 1,922 604 100.0 98.0 6,578 976 871 521 1,817 174
2021 2,083 725 104 101 7,061 966 849 561 1,966 236
2022 2,166 755 107 104 7,370 1,036 1,003 585 2,133 211
2023 2,204 773 109 107 7,593 1,081 1,031 601 2,154 195
2024 2,237 788 112 109 7,777 1,103 1,044 614 2,178 192
2025 2,271 804 114 111 7,968 1,120 1,055 628 2,206 196
2026 2,304 818 116 113 8,140 1,139 1,067 641 2,232 200

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 0.46 1.77 1.09 1.12 3.74 -1.73 12.3 0.48 13.5 -14.0
2013 8.95 2.23 2.17 2.22 -8.12 -7.45 4.25 -2.16 29.1 -4.57
2014 1.60 -8.41 -5.32 -5.44 12.7 -5.06 14.0 18.5 16.3 -3.76
2015 11.9 36.1 1.12 1.14 0.11 33.0 26.9 8.19 3.10 -30.1
2016 8.74 12.5 2.22 2.27 16.8 7.54 -6.71 11.1 -1.64 10.2
2017 9.83 11.6 6.52 5.55 -0.29 -7.42 10.4 3.27 30.9 29.8
2018 10.2 10.1 2.04 2.10 10.9 -7.16 7.91 10.6 23.6 16.8
2019 9.14 8.05 -3.00 -3.10 17.5 5.37 -2.92 10.8 5.16 -19.0
2020 -9.86 -17.3 3.09 4.25 -3.88 -17.6 -3.97 -5.07 -2.08 -1.81
2021 8.37 19.9 4.00 3.06 7.34 -1.03 -2.51 7.55 8.21 35.9
2022 3.99 4.25 2.88 2.97 4.37 7.23 18.1 4.29 8.49 -10.8
2023 1.76 2.34 1.86 2.88 3.02 4.39 2.82 2.77 0.99 -7.55
2024 1.48 1.91 2.75 1.86 2.42 1.96 1.23 2.22 1.12 -1.29
2025 1.52 1.99 1.78 1.83 2.45 1.61 1.07 2.27 1.27 1.81
2026 1.43 1.79 1.75 1.80 2.15 1.67 1.10 2.00 1.16 2.24

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 32.1 77.8 86.7 275 26.0 47.3 71,603
2013 30.1 62.8 73.7 327 23.3 42.5 76,251
2014 27.1 61.6 68.9 294 27.2 50.6 80,133
2015 33.0 75.8 81.9 329 26.3 50.1 86,608
2016 34.1 71.9 81.0 306 26.9 57.2 82,378
2017 34.7 60.6 68.3 337 25.3 53.6 85,317
2018 34.6 52.9 57.5 335 25.4 58.3 85,099
2019 34.3 48.9 55.5 312 25.8 70.5 80,243
2020 31.4 47.9 50.8 292 27.1 65.8 79,249
2021 34.8 43.2 46.4 295 26.9 67.9 79,408
2022 34.9 47.0 47.8 294 27.0 68.9 79,349
2023 35.1 47.9 49.1 290 27.3 69.7 79,152
2024 35.2 47.9 49.3 288 27.5 69.4 79,002
2025 35.4 47.8 49.3 285 27.7 69.9 78,865
2026 35.5 47.8 49.4 283 27.8 70.2 78,747

Figures are inflation adjusted to 2021



Plastics & Rubber Machinery Manufacturing in Canada August 2021

38 IBISWorld.com

Additional Resources
Additional
Resources

Plastics News
http://www.plasticsnews.com

Canadian Plastics
http://www.canplastics.com

Canadian Plastics Industry Association
http://www.plastics.ca

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

Industry Jargon HIGH-DENSITY POLYETHYLENE (HDPE)
A type of polymer made from petroleum and commonly used in plastic bags and plastic furniture.

POLYETHYLENE TEREPHTHALATE (PET)
A type of polymer commonly used to make bottles and containers.

POLYVINYL CHLORIDE (PVC)
A type of polymer commonly used in plastic pipes and fittings.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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

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

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

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

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

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

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