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COVID-19
(Coronavirus)
Impact Update

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

• The Pump and Compressor Manufacturing industry in Canada relies on the oil and gas sector for downstream
demand. As a result, as oil prices fall, cutting into that sector's revenue, demand will fall, drastically constraining
revenue. For more detail, please see the Demand Determinants chapter.

• The industry's level of competition is forecast to rise as the oil and gas sector falters and remaining players must
compete more heavily for the remaining work. For more detail, please see the Basis of Competition chapter.

• The industry experienced a sharp decline in revenue in2020 due to the COVID-19 (coronavirus) pandemic. For
more detail, please see the Current Performance chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry manufactures and sells pumps and air and gas compressors to various industrial markets. Some

industry products are meant for general use while others are designed for application in specific markets, such as oil
and gas services. This industry does not manufacture fluid power pumps, pumps for motor vehicles or air-
conditioning compressors.

Major Players Enerflex Ltd.

Main Activities The primary activities of this industry are:

Manufacturing oil well and oil field pumps

Manufacturing general-use industrial pumps

Manufacturing air and gas compressors

Manufacturing dispensing and measuring pumps (i.e. for gasoline stations)

The major products and services in this industry are:

Pump and pumping equipment

Air and gas compressors

Measuring and dispensing pumps, heat pumps and other
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Supply Chain

SIMILAR INDUSTRIES

Tractors & Agricultural Machinery
Manufacturing in Canada

Heating & Air-Conditioning
Equipment Manufacturing in
Canada

Power Tools & Other General-
Purpose Machinery
Manufacturing in Canada

Auto Parts Manufacturing in
Canada

Medical Instrument & Supply
Manufacturing in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Pump & Compressor
Manufacturing in the US

Electric Submersible Pump
Manufacturing

Air & Gas Compressor
Manufacturing

Industrial Spraying Equipment
Manufacturing

Pump and Compressor
Manufacturing in Australia

Pump Manufacturing in the UK Compressor Manufacturing in the
UK
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Industry at a Glance
Key Statistics

$2.2bn
Revenue

Annual Growth

2016–2021

2.5%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

 

$166.6m
Profit

Annual Growth

2016–2021

2.8%

  Annual Growth

2016–2021

 

7.6%
Profit Margin

Annual Growth

2016–2021

0.1pp

  Annual Growth

2016–2021

 

147
Businesses

Annual Growth

2016–2021

-2.2%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

5,601
Employment

Annual Growth

2016–2021

-1.1%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

$488.8m
Wages

Annual Growth

2016–2021

2.8%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

10.6%
Demand from oil and gas
extraction

2.6pp
Industrial capacity utilization

6.6%
Housing starts

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Revenue Volatility
Very High   Industry Assistance

Low / Steady

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 Exports to the United States are particularly high due to the
energy linkages between the two countries

 As oil and natural gas prices stabilize, downstream
companies will likely increase their orders of capital
equipment

 To cut costs and maintain wages, many operators laid off
workers over the past five years

 Imports are expected to retain their hold over the domestic
market during the outlook period

 Existing pump and compressor equipment will likely to meet
the needs of most manufacturing operators

 The industry will likely experience only moderate activity
from new companies

 The domestic oil and gas sector has provided a historically
strong source of growth for the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  High Profit vs. Sector Average

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Very high Volatility

  High Imports

  High Customer Class Concentration

  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

  Demand from oil and gas extraction
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Executive Summary Compressed for time: An appreciating Canadian dollar will likely result in
higher industry export values

The Pump and Compressor Manufacturing industry in Canada services an array of downstream markets. Resource
companies purchase oil well pumps and natural gas compressors, while manufacturers and utilities contractors
employ industrial pumps and air compressors. Increasingly, operators have turned to global markets, as imports
fulfill more than 80.0% of domestic demand for industry products, putting significant pressure on Canadian
operators. As a result, industry revenue is heavily dependent on exports, which account for more than 70.0% of
revenue. However, the industry's heavy reliance on oil and gas led to strong revenue declines in 2016 as prices
tumbled. Customers made new purchases as the oil and gas sector recovered, causing revenue to grow at an
annualized rate of 2.5% to $2.2 billion over the five years to 2021. Nonetheless, revenue fell an estimated 16.9% in
2020 alone as a result of the COVID-19 (coronavirus) pandemic, but is expected to increase 6.5% in 2021 as the
economy begins to recover from the economic fallout.

The domestic oil and gas sector has provided a historically strong source of growth, and growing oil prices has
encouraged global extraction activity. This has led many companies to begin new projects during the period and
many downstream operators have invested in new machinery and equipment manufactured by this industry.
However, the pandemic has caused inconsistencies in this trend, restricting revenue and profit growth. Industry
profit, measured as earnings before interest and taxes, is forecast to grow slightly, accounting for 7.6% of revenue in
2021.

Oil prices are expected to continue growing over the five years to 2026 as the economy recovers from coronavirus
pandemic. Moreover, while the Canadian dollar is forecast to appreciate over the next five years, industry exports
will likely increase at a faster rate as the export market continues to be the most crucial market from which operators
derive revenue. The value of industry exports is projected to increase an annualized 2.6% to $1.9 billion over the
five years to 2026, while industry imports are projected to increase an annualized 3.2% to $5.2 billion during the
same period. These factors are projected to support additional industry growth, with industry revenue expected to
increase an annualized 2.6% to $2.5 billion over the five years to 2026. Furthermore, an appreciating Canadian
dollar is projected to support continued high import penetration, while the growing economy will likely increase profit
during the outlook period.
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Industry Performance

Key External
Drivers

Demand from oil and gas extraction

The oil and gas sectors are key buyers of industry products. Pumps are needed for oil well and oil field operations,
while air compressors are needed for natural gas field operations. Given the size of Canada's oil and gas reserves,
the oil and gas sectors are major drivers of industry revenue. Demand from oil and gas extraction is expected to
increase in 2021, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

The industry is export intensive, with exports generating more than half of industry revenue. Export growth is partly
dependent on currency values. More specifically, exports are boosted by a depreciating Canadian dollar, reflected in
a low exchange rate. The Canadian effective exchange rate, which measures the value of the Canadian dollar, is
expected to increase in 2021, posing a potential threat to the industry.

 

Industrial capacity utilization

Industrial activity drives demand for pumps and compressors since these are used in a variety of manufacturing
operations, including petrochemical, plastic, paper and food manufacturing. High industrial capacity utilization
reflects high manufacturing activity, which tends to promote demand for pumps and compressors. Industrial capacity
utilization is anticipated to increase in 2021.

 

Housing starts

The number of housing starts in Canada measures the number of new privately owned housing units in a given
year. Residential houses typically require sump pumps and various other industry products. Moreover, construction
companies use industry-made pumps and compressors. While residential housing is not the largest market for the
industry, it remains important. Demand from other markets outside of the energy sector often declines in line with
housing starts. The number of housing starts is expected to decline in 2021.
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Current
Performance

The Pump and Compressor Manufacturing industry in Canada has grown,
with revenue increasing an annualized 2.5% to $2.2 billion over the five
years to 2021.

Overall, the industry is reliant on North American oil and gas extraction and the capital expenditure budgets in those
sectors. Thus, the recovery in commodity prices and downstream volatility have taken a toll on both industry revenue
and profit. Despite sharp declines in 2015 and 2016, increasing oil and gas prices and stable industrial activity
caused revenue to turn a corner in 2017 and 2018. While oil prices fell in 2020 due to the COVID-19 (coronavirus)
pandemic and the ensuing economic uncertainty caused revenue to fall 16.9% in 2020 alone, this was not enough to
overcome the growth achieved during the period. Additionally, revenue is forecast to begin to recover in 2021,
growing 6.5% in that year alone.

IMPORT PENETRATION AND EXPORT MARKETS

This industry manufactures general-use pumps and compressors and
those that are customized for specific industrial users and uses.

As a result, demand for industry products comes from a variety of manufacturing, utilities, construction and energy
markets. Unfortunately for industry operators, however, a large part of the market for pumps and compressors has
already been satisfied by imports. Overall, the value of imports has increased an annualized 1.0% to $4.4 billion
over the five years to 2021. Additionally, imports are a significant source of competition for existing operators.

The United States remains the industry's largest source of imports, competing with Canadian manufacturers as the
production efficiency and high capability of US operators enable them to compete in both advanced and general-use
product segments. Meanwhile, low-cost imports from China have become increasingly prominent and have gained
ground in the general-use product segment. Low-cost production enables these manufacturers to price their
products competitively when product quality is not required to be highly sophisticated.

As foreign products have flooded the domestic market, Canadian operators have focused on opportunities abroad to
sustain revenue. The United States represents a significant destination for pump and compressor products due to its
prominent oil and gas sector. Exports to the United States are particularly high due to the energy linkages between
Canada and its southern neighbour. Canada is the world's fifth-largest producer of energy, with extensive reserves
of oil, oil sands, natural gas, uranium and coal. Canada's supply of energy far outweighs its demand and exports
most of its surplus to the United States, the largest consumer of energy in the world. In turn, oil well and oil field
compressors are in high demand since they are necessary for oil extraction and transport, while high-technology
compressors are indispensable to natural gas operations.

Despite Canada's export of energy to the United States, relevant equipment manufactured by the industry is also
exported. During the outset of the period, high prices and shale oil and gas fields in the northern United States drove
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purchases of Canadian pumps and compressors. A recovery in oil prices from lows experienced prior to the current
period enabled the value of exports to grow, increasing an annualized 1.9% to $1.7 billion over the five years to
2021.

ENERGY AND INDUSTRIAL FAILINGS

Although the United States remains the predominant buyer of industry
products, fast growing emerging economies have also become an
important market for this industry due to their energy links with Canada
and their demand for high-quality pumps and compressors for utility
construction and infrastructure.

Still, performance is expected to dip during the period, as oil prices fell and energy markets limited investment in
industry equipment. The world price of crude oil sank prior to the period and into 2016, which limited demand from
energy companies.

While the decline in demand from industrial markets shaped the first part of the period, the latter half of the period
has presented a slight reversal. As oil and natural gas prices continue to stabilize, driven by supply controls,
companies in related industries are expected to increase their orders of capital equipment. This is expected to drive
revenue growth moving forward, as the industry recovers from the sharp decline of years prior.

PARTICIPATION AND PROFIT

To contend with challenges at home and capitalize on opportunities
abroad, larger industry companies have steadily consolidated over the
past five years.

These companies have focused on expanding their portfolio of products and services, which increases their
products' value to overall systems, and thus, limits revenue declines when downstream markets falter. Participation,
despite the relative success of the industry, has fallen over the past five years as a result of the coronavirus
pandemic. The number of industry enterprises has fallen an annualized 2.2% to 147 companies over the five years
to 2021. Stagnant profit during the period has largely been the result of recovering commodity prices, which tends to
be a shorter-term issue. Companies that can continue operations during periods of low demand are able to
experience the benefits of stronger markets later.

Despite higher costs from crucial inputs, such as steel, industry profit has experienced volatility over the past five
years, depending on how the oil and gas sector fared. Profit is ultimately expected to grow as a share of industry
revenue, however. Industry profit, measured as earnings before interest and taxes, is forecast to account for 7.6% of
revenue in 2021, up from 7.5% in 2016. As demand dried up and operators were forced to sell off inventories at
reduced prices, profit slid downward early during the period. To cut costs and maintain wages, many operators laid
off workers over the past five years. To this end, industry employment has decreased an annualized 1.1% to 5,601
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)

Canadian-
dollar

effective
exchange rate

(Index)
2012 2,899 911 186 152 8,706 1,874 4,136 596 5,161 131
2013 2,894 974 195 159 8,641 1,663 3,908 598 5,139 127
2014 2,994 970 200 163 8,625 1,923 4,502 597 5,573 119
2015 2,576 805 202 164 8,120 1,720 4,354 566 5,210 110
2016 1,934 610 202 164 5,916 1,533 4,185 426 4,586 108
2017 2,326 679 202 163 5,736 1,753 4,416 407 4,988 110
2018 2,517 749 208 168 6,399 1,886 4,408 471 5,039 109
2019 2,476 728 200 161 6,244 2,092 4,569 471 4,954 109
2020 2,058 585 179 145 5,429 1,587 3,853 471 4,324 106
2021 2,192 701 182 147 5,601 1,681 4,397 489 4,908 108
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Industry Outlook
Outlook The Pump and Compressor Manufacturing industry in Canada is expected

to demonstrate strong growth over the five years to 2026, despite
downstream demand climbing gradually and currency effects providing
little protection from imports.

Recovering demand from oil and gas extraction activities will likely be the principal cause for growth, and other
industrial and construction markets are also expected to improve as the economy recovers from the COVID-19
(coronavirus) pandemic.

Oil and natural gas prices are expected to continue recovering over the next five years, but are expected to remain
below the highs experienced prior to 2014. However, this will likely discourage resource extractors in the United
States and Canada from rapidly purchasing new pumps and compressors. Nonetheless, demand from oil and gas
extraction (IBISWorld report 21111CA) is forecast to increase an annualized 7.7% over the five years to 2026.
Import penetration is expected to continue increasing, causing operators to keep their focus on export markets to
combat saturation in the domestic market. Further, industrial capacity utilization, which drives downstream demand
for pumps and compressors, is expected to improve over the next five years; thus, the value of nonresidential
construction also expected to increase, rising an annualized 3.3% over the five years to 2026. This will likely
contribute to industry expansion, as commercial building is one of the major markets for industry products. As a
result, IBISWorld expects industry revenue to increase an annualized 2.6% to $2.5 billion over the five years to
2026.

COMPETITION AT HOME AND ABROAD

Imports are expected to retain their hold over the domestic market during
the outlook period, as less expensive products from China and higher
value-added products from the United States continue to attract Canadian
buyers.

The loonie is expected to appreciate over the next five years, which should encourage increased imports as
domestic markets improve. IBISWorld anticipates that the value of industry imports will grow an annualized 3.2% to
$5.2 billion over the five years to 2026.

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar against those of its
key trading partners, particularly the United States. The CEER index is expected to increase an annualized 0.1%
over the five years to 2026. As the CEER index increases, Canadian exports become more expensive to
international buyers, resulting in limited export growth. However, improving oil and gas markets are expected to
support demand for Canadian products abroad and continue bolstering exports as a key market for industry
products. As a result of these slightly countervailing trends, the value of industry exports are forecast to increase,
rising an annualized 2.6% to $1.9 billion over the five years to 2026.

INDUSTRIAL ACTIVITY TRENDS

Apart from playing an important role in oil and gas extraction, pumps and
compressors serve many purposes in general manufacturing.
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They are used in the production of petrochemicals, plastics, paper, food goods and many other types of products.
Pumps and compressors are fixed costs, which means purchases generally occur only as the previous machinery
wears out or existing industrial capacity proves insufficient. Industrial capacity utilization is expected to increase an
annualized 0.6% over the five years to 2026. As a result, existing pump and compressor equipment will likely to
meet the needs of most manufacturing operators, with only occasional replacements and repairs needed. This is
expected to substantially limit demand for new products as general-purpose pumps and compressors contribute the
largest portion of the industry's domestic sales. Therefore, the lack of a notable increase in industrial capacity
utilization is anticipated to drag down growth estimates over the next five years.

INDUSTRY PROFITABILITY

Although profit is expected to grow during the outlook period, potentially
encouraging new entrants, the industry will likely experience only
moderate activity from new companies as its high barriers to entry
effectively discourage entrants from establishing themselves as new and
formidable operators.

The number of enterprises is expected to increase an annualized 0.1% to 148 operators over the five years to 2026,
reflecting this trend. In addition, consolidation will likely continue for larger companies seeking to boost economies of
scale and expand their product and service portfolios. As a result, some smaller, less profitable operators may exit
the industry or be acquired by larger companies.

Nonetheless, the growing level of demand from oil and gas markets is forecast to improve profit. The products
demanded by these markets tend to garner higher profit due to their greater value-added nature. In turn, existing
operators will likely keep or increase employment levels to adequately meet higher demand. As a result, industry
employment is expected to grow an annualized 1.3% to 5,970 workers over the five years to 2026. Purchase costs
for the industry are also expected to increase, pressuring profit as the price of steel products, a major input for pump
and compressor equipment manufacturing, will likely increase 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)

Canadian-
dollar

effective
exchange rate

 (Index)
2021 2,192 701 182 147 5,601 1,681 4,397 489 4,908 108
2022 2,355 744 187 150 5,817 1,805 4,743 511 5,293 108
2023 2,389 751 187 149 5,822 1,830 4,847 513 5,406 108
2024 2,418 759 186 149 5,863 1,852 4,934 517 5,500 108
2025 2,452 768 186 149 5,918 1,877 5,031 523 5,606 108
2026 2,497 780 186 148 5,970 1,910 5,151 528 5,737 109
2027 2,534 790 186 148 6,017 1,938 5,256 533 5,852 109
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are widely accepted across downstream markets

Industry operators have endured import competition and saturated markets

Industry operators have explored ways to cut costs and improve competitiveness

The Pump and Compressor Manufacturing industry in Canada is currently in the mature phase of its economic life
cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to
increase an annualized 2.5% over the 10 years to 2026. This is faster growth compared with Canadian GDP growth,
which is forecast to rise an annualized 1.7% during the same period. However, increasing IVA is primarily due to
wildly fluctuating commodity prices over the five years to 2021 and is not indicative of a sustained growth over the
past decade. Moreover, the industry also demonstrates some of the most defining characteristics of a mature
industry. Thus, while IVA is growing more quickly than GDP is typically indicative of a growing industry, this rate is
largely the result of recovery in oil and gas prices.

Markets and product categories are well established and are unlikely to change and industry growth is strongly tied
to overall economic conditions. Clearly defined markets and product categories are indicative of a mature industry.
Moreover, the industry is situated within the broader scope of the Canadian economy, which is stable, reinforcing
the industry's maturity on a more granular level. Additionally, industry revenue is highly correlated with commodity
pricing trends, specifically the price of oil and natural gas. Corresponding industries, although volatile, are also well
established and in the mature phases of their respective life cycles. During the beginning of the 10-year period, oil
and gas production climbed due to exploration into unconventional reserves in the United States and Canada.
However, the resultant surplus of oil in addition to lighter demand caused a severe decline in prices. During the
second half of the period, prices are expected to grow more gradually. This indicates that while some opportunities
for accelerated growth may occur, global economic conditions will likely align the industry with the broader Canadian
economy. Demand for energy also tends to follow general economic conditions.

Other trends reinforce this industry's maturity. First, the industry's products are widely accepted in a range of
downstream markets, including energy, manufacturing and utilities construction. Pumps and compressors are
integral to processes in all these markets, demonstrating that the reach of the industry extends beyond just one area
and into many varying arenas. Second, competition has intensified and has rendered the increasingly saturated
market. Import competition is stiff, as is competition for export markets in the United States and elsewhere.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Manufacturing In Canada

Utilities In Canada

Major Household Appliance Manufacturing in Canada

Heating & Air-Conditioning Equipment Manufacturing in
Canada

2nd Tier

Industrial Building Construction in Canada

Commercial Building Construction in Canada

Home Improvement Stores in Canada

Hardware Stores in Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Nonferrous Metal Foundry Product Manufacturing in
Canada

Ferrous Metal Foundry Products in Canada

Screw, Nut & Bolt Manufacturing in Canada

Valve Manufacturing in Canada

2nd Tier

Iron Ore Mining in Canada

Metal Ore Mining In Canada

Products & Services

  PUMP AND PUMPING EQUIPMENT

The largest product segment of the Canadian Pump and Compressor
Manufacturing industry consists of general-purpose pumps and pumping
equipment, which includes centrifugal, water system, turbine, rotary and
oil well pumps.

Pumps and pumping equipment are required in a wide variety of industrial, commercial and infrastructure projects,
including the manufacture of petrochemicals, plastic, paper and food products. In addition, pumps are necessary for
utilities infrastructure, including water and sewage systems; these include the sump pumps found in most residential
buildings. Pump and pumping equipment have decreased as a share of revenue over the five years to 2021,
accounting for 56.8% of revenue in 2021. This segment is forecast to grow as a share of revenue over the five years
to 2026 as oil and gas prices are forecast to increase.

AIR AND GAS COMPRESSORS

Air and gas compressors, including centrifugal, reciprocating and
nonagricultural spraying and dusting compressors, air and vacuum
pumps and ventilating hoods with fans, account for an estimated 26.2% of
industry revenue in 2021.

This segment has as a share of revenue increased over the past five years. Compressors are used extensively in
the high-value natural gas market, where they are used to compress natural gas during extraction and transport.
This segment also produces vacuum pumps, which are used in the manufacture of electric lamps, motor vehicle
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engines and aircraft.

MEASURING AND DISPENSING PUMPS, HEAT PUMPS AND OTHER

Measuring and dispensing pumps, which are used primarily in gas
stations, heat pumps other than those used for air conditioning and all
other pumps are estimated to generate 17.0% of industry revenue in 2021.

In addition to gasoline pumps, this segment produces lubricating oil measuring and dispensing pumps, which are
used in the automotive, industrial, agriculture, aviation and mining industries. This segment has contracted as a
share of revenue during the period.

Demand
Determinants

Products manufactured by operators in the Canadian Pump and
Compressor Manufacturing industry are purchased by domestic and
foreign markets, specifically the United States.

Therefore, demand for industry products is largely determined by downstream industrial activity and resource
extraction levels across North America. International demand, especially from the United States, depends on the
level of activity in the oil and gas sectors and on currency exchange rates. Strong energy markets boost demand for
relevant pumping and compressor equipment. Conversely, falling oil prices are likely to trigger a reduction in
production capacity, leading to diminished sales of pump and compressor products to the oil and gas sector. A
depreciating Canadian dollar compared with the US dollar will also likely benefit domestic manufacturers, as
Canadian products become less expensive in international markets, driving up exports and sales.

Demand from domestic buyers also depends on the level of industrial and resource extraction activity in downstream
markets. However, competition from global manufacturers plays a large role in determining the health of Canadian
operators. Imports regularly comprise more than 80.0% of domestic demand. This puts substantial pressure on
domestic producers, which must focus on quality to combat US imports and lower price to combat Chinese
alternatives. This makes the value of the Canadian dollar very important, since a higher-valued Canadian currency
makes foreign products relatively less expensive to domestic buyers, harming industry sales. Overall economic
conditions also affect demand, as pumps and compressors are used in a variety of general-purpose applications,
such as petrol station pumps, construction and food production. As economic indicators, such as employment and
per capita disposable income, improve, general demand for products increases, driving up sales of pumps and
compressors used in their production.

Demand for industry products is forecast to fall sharply during the COVID-19 (coronavirus) pandemic as a result of a
collapse in oil and gas prices. The oil and gas sector is the primary market for industry services and the world price
of oil fell 33.4% in 2020, while the world price of natural gas decreased another 30.9% the same year. As those
industries experienced decreased revenue, they did not need as many pumps and compressors to extract crude oil.

Major Markets

  EXPORT MARKET

Exports are by far the most significant market for the Pump and
Compressor Manufacturing industry in Canada.
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Exports are expected to generate 76.7% of industry revenue in 2021. Within the export market, the most common
destination for industry products is the United States due to the linked oil and gas sectors between the two
countries. Most of Canada's crude oil is transported to refineries in the United States and much of its natural gas is
exported for US consumption. As a result, companies in both countries tend to source parts from the same
manufacturers, presenting lucrative opportunities for Canadian operators. The value of exports has increased an
annualized 1.9% to $1.7 billion over the five years to 2021. This has come as the world price of oil recovered from its
collapse in 2015 and 2016, resulting in renewed demand from the oil and gas sectors. The value of exports is also
forecast to grow over the five years to 2026 as the global economy recovers from the COVID-19 (coronavirus)
pandemic. Moreover, the potential expansion of natural gas exports to the Asia-Pacific region is expected to
increase production in the United States, driving up demand for industry products over the next five years.

MINING, OIL AND GAS INDUSTRIES

Pumps and compressors are an essential component of the mining
process, as they are needed to pump massive quantities of water and
chemicals out of mines.

Oil well pumps are also critical for oil extraction and compressors are key in the operation of the gas industry.
However, demand from this market has recovered over the past five years as crude oil prices grew. IBISWorld
estimates that oil and gas industries comprises 4.3% of industry revenue while mining accounts for 0.2% of revenue
in 2021. Despite the overall instability of industry revenue precipitated by energy sector price drops, many
manufacturers were able to shift their focus away from the flagging sector and focus on other markets. The recovery
of the oil and gas sectors in particular is expected to yield an increase in demand for the industry over the five years
to 2026, which would also result in an increase in the percent of industry revenue held by the oil and gas industries
as concerns overall industry market segmentation.

WATER MANAGEMENT, POWER GENERATION AND CONSTRUCTION BUILDING

The construction of water infrastructure and sewage systems relies
extensively on the use of pumps and pumping equipment.

In addition, residential homes often add sump pumps to their water systems infrastructures to prevent basement
drainage. Moreover, industry products are used extensively when it comes to commercial building activity, where
construction companies use pumps and compressors in their work. In 2021, water management is expected to
account for 7.2% of revenue and commercial building is expected to account for 3.6% of revenue. Additionally,
power generation is expected to account for 1.5% of industry revenue in 2021. Power generation refers to a range of
uses, but it primarily comprises companies that use oil, gas and coal to produce electricity.

In total, both the utilities and construction markets are expected to generate 12.3% of industry revenue in 2021
collectively. However, this market is increasingly making use of low-cost imported products, which could decrease
demand from these industries moving forward. Despite this trend, expected infrastructure investment over the five
years to 2026 is anticipated to heighten revenue from this demand market, as initiatives, such as the 2016 Investing
in Canada Plan, aim to bring successful long-term investment plans into Canadian infrastructure projects.

INDUSTRIALS

Pumps and compressors are used in a variety of industrial applications.

This includes the food and beverage, pulp and paper, pharmaceutical and plastic manufacturing industries. Pumps
and compressor companies supply to original equipment manufacturers (OEMs) that sell full systems to these
industries. Demand from manufacturing industries has increased over the five years to 2021, which is largely in
response to improved employment and income driving domestic demand for goods. The most popular industry
products demanded by manufacturers include centrifugal pumps, vertical turbine pumps, reciprocating pumps, rotary
pumps, industrial air compressors and parts and attachments. Overall, this market is expected to only account for
0.4% of revenue in 2021, but this is largely due to the high level of exports by the industry.

OTHER

Other markets are projected to generate 6.0% of industry revenue in 2021.

This includes service industries, particularly gas stations, which have benefited from low oil prices and the response
by consumers to buy more cars and boost mileage. Service industries will likely continue to be an important market
for pump and compressor manufacturers as the service and its need for pumps is irreplaceable. Chemical industries
also demand pumps and compressors for coating, cooling, distillation and various other activities. Additionally,
transportation industries use a significant amount of the industry's products, including various functions at airports.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

Exports

Exports are integral to the Canadian Pump and Compressor Manufacturing industry and make up the single largest
market for pump and compressor products, accounting for 76.7% of industry revenue in 2021. Exports' share of
revenue has decreased from 79.3% of revenue in 2016, but exports have demonstrated volatility over the five years
to 2021, and thus, the 2021 figure is still higher than historic levels. The value of exports has increased an
annualized 1.9% to $1.7 billion over the five years to 2021, partially due to recovering demand as the oil and gas
sector recovered from the collapse in prices in 2015 and 2016.

The value of exports is expected to grow at a faster rate over the five years to 2026 as the global economy recovers
from the COVID-19 (coronavirus) pandemic. Thus, exports are expected to climb an annualized 2.6% to $1.9 billion
over the next five years, despite the anticipated appreciation of the Canadian dollar during the same period. Exports
are expected to generate 76.5% of industry revenue in 2026 and will likely remain strong. Due to Canada's active
pursuit of free trade agreements with other North American countries and Canada's openness to international trade,
once export markets have been solidly established for industry products it is unlikely that the industry may
experience a large-scale reversal of fortune in this sector.

By far, the United States is the largest destination for exports, which became the world's largest producer of oil in
2018 and is expected to receive 83.8% of industry exports in 2021. This is largely due to the country's prolific oil and
gas sector and supported by both its proximity to Canada and the reduced trade barriers afforded to Canada by the
United States-Mexico-Canada Agreement. Industry exports are heavily reliant on oil and gas trends, and this
reliance on energy markets may leave exports more vulnerable to sudden volatility depending on how the oil and
gas markets are performing worldwide. The high level of import penetration experienced by the industry
nevertheless necessitates the industry to seek out the global market to successfully derive revenue from its
products. Aside from the United States, the remaining significant destination countries for industry products include
China (1.6%), Mexico (1.4%) and Nigeria (1.4%), with all other countries accounting for 11.8% of exports in 2021.

Imports

Imports are expected to satisfy 89.6% of domestic demand in 2021. The value of imports has increased an
annualized 1.0% to $4.4 billion over the five years to 2021. Despite oil and gas extraction companies having
improved their technology and pushing exploration into unconventional reserves, as well as demand for pumps and
compressors increasing alongside the price of oil and other commodities, the industry is projected to continue
experiencing a high rate of import penetration, thereby emphasizing the continued importance of the export market.
The value of imports are projected to increase an annualized 3.2% to $5.2 billion over the five years to 2026, as the
Canadian dollar is anticipated to appreciate, causing imports to become less expensive.

The most substantial source of imports is the United States, which is expected to account for 56.4% of imports in
2021. Meanwhile, products from China account for an estimated 11.9% of imports in 2021. Foreign products are
also used by industrial, utility and infrastructure markets, which can make use of less precise but less expensive
options. Germany is also a major source of pump and compressor products, supplying a projected 5.3% of imports
in 2021, with Mexico accounting for 4.2% of imports and all other countries comprising 22.2% of industry imports in
2021.
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Business
Locations

  Since facilities operating in the Canadian Pump and Compressor Manufacturing industry are often located in proximity to
downstream buyers, establishment concentration generally reflects the geographical distribution of key markets. As a result, the
industry is heavily concentrated in Ontario and Alberta, as Alberta is the energy powerhouse of Canada, while Ontario houses
more than one-third of the population, and therefore, is a hub of general industrial and infrastructure construction. All these sectors
are significant buyers of pumps and compressors. Further, the remaining provinces in Canada account for much smaller shares of
industry establishments in 2021.

Ontario

Ontario accounts for 35.9% of industry establishments in 2021, closely mirroring its share of the Canadian population (38.8%). In
contrast to Alberta's resource industries, Ontario harbors a significant metropolitan concentration, which attracts general industrial
production and extensive utility and infrastructure activity. Pumps and compressors are used by all these sectors, making Ontario
a popular choice for industry operators, especially considering that most manufacturing exports go through Ontario and most
industry revenue is derived from export activity.
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Alberta

In 2021, Alberta accounts for 24.6% of industry establishments, though this province is currently home to 11.7% of the population.
This reflects the presence of most of Canada's energy reserves within Alberta, and therefore, many oil and gas extractors. Since
the oil and natural gas industries have long been the largest buyers of compressors and pumps, industry operators choose to
locate close to markets in Alberta. Locating establishments close to downstream markets is popular most notably because it helps
cut operating costs. In addition to consolidating relationships with buyers and offering more timely delivery, it is bolstered by
improved customer service. It also helps operators develop their products in line with the needs of key industrial buyers.

British Columbia

British Columbia has similar advantages as Ontario, but for the burgeoning Asia-Pacific market and the western United States.
Large cities, including Vancouver, provide a steady workforce and easy access to the Pacific Ocean, also attracts industry
operators to open businesses within the province. In 2021, British Columbia is expected to account for 13.8% of industry
establishments, which is proportional to its 13.5% share of the population.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Pump and Compressor Manufacturing industry in Canada exhibits relatively low level of market share
concentration. IBISWorld estimates that the top four companies operating in this industry generate less than 20.0%
of industry revenue in 2021, with a significant portion generated by industry major player Enerflex Ltd. Meanwhile,
numerous small- and mid-sized operators make up the remainder of the industry. However, the nature of industry
operations encourages such fragmentation. Pump and compressor manufacturers operate in proximity to
downstream markets in an effort to reduce operating costs and to provide effective aftersales service. In turn, some
markets served by the largest operators, such as oil and gas field services, are often concentrated in very specific
regions of Canada, thereby causing the localization of large operators there. Small manufacturers, however, often
have the opportunity to service other markets, such as construction, which are more evenly distributed across
Canada and represent a space in which large players are relatively absent. However, there has been a notable
degree of change within larger companies over the five years to 2021, as industry companies overall responded to
lower demand primarily caused by the plummeting price of oil in 2015 and 2016. As a result, many large companies
have sought to expand their product and service portfolios to shield themselves from price volatility in commodity
markets. Concentration is likely to respond to changes in the export market over the five years to 2026. The export
market pertains mostly to the large- and mid-sized operators with high production and distribution capacities. As the
industry's export-reliant larger players continue to rely on the US market while expanding their reach into the Asia-
Pacific market, the industry may experience a wave of acquisitions and mergers, ultimately leading to a higher level
of market share concentration.

Key Success
Factors

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

Effective cost controls:
Due to high competition from other operators, domestically and globally, operators must maintain relatively low and
competitive prices. Minimizing costs can help price products competitively while sustaining an acceptable profit
margin.

Effective quality control:
Maintaining high product quality is critical to attracting and retaining industrial customers in high-technology
industries, such as oil, gas and power generation.

Proximity to key markets:
Industry operators often locate close to key markets in an attempt to minimize operational costs, improve
communication with buyers and offer effective aftersales service.

Ability to expand and curtail operations in line with demand:
Demand from export markets has been volatile in recent years. To avoid drastic revenue losses at times of
contracting demand from international markets, operators will likely aim to align production with demand.

Ability to negotiate successfully with regulator:
Regulation has an important part of the industry. Successful operators will likely be able to negotiate with regulators
to increase investment opportunities abroad.

Access to highly skilled workforce:
This industry depends on a highly skilled workforce for product design, quality maintenance and establishing
relationships with key downstream markets.
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Cost Structure
Benchmarks

  Profit

IBISWorld estimates that industry profit, measured as earnings before
interest and taxes, will account for 7.6% of industry revenue in 2021,
marginally up from 7.5% in 2016. Profit has notably fluctuated over the
five years to 2021, moving principally in line with demand from oil and
gas industries. The oil and gas sector, which demands high-technology
and custom-made industry products, enables operators to charge high
prices and reap high profitability when demand is strong. This segment
has benefited from shale oil exploration early during the period.
However, the downturn in oil prices between 2014 and 2016 has had a
sizable negative effect on industry profit. Industry operators struggled to
maintain profit levels early during the period as new orders from oil and
gas extractors dried up and backlog projects have been cancelled.
Profit was high prior to the COVID-19 (coronavirus) pandemic, which
caused another drop in oil and gas prices. Profit is forecast to recover
in 2021, in line with oil and gas prices.

 

  Wages

Wage costs are expected to account for 22.3% of revenue in 2021, up
slightly from 22.0% in 2016. Wages' share of industry revenue has
increased as companies have recovered from the commodity collapse
in 2015 and 2016.
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  Purchases

As with manufacturing industries, the purchase of materials is the
largest cost incurred by industry operators. Purchase costs are
expected to account for 52.7% of revenue in 2021, up from 47.4% in
2016. For pump and compressor manufacturers, relevant purchases
include bar stock, steel, nonferrous metals, castings, fasteners,
gaskets, motors, silicon and Teflon. The world prices of steel and of
nonferrous metals have grown in recent years, driving up purchase
costs. Companies that are seeking to sustain high profitability will likely
need to maintain their position in export markets or in niche markets for
custom-made products.

 

  Marketing

Marketing costs are expected to account for 1.2% of revenue in 2021.
While most operators rely on established networks with downstream
markets to generate and maintain sales and has little use for mass
marketing techniques, there was been a push for more effective
marketing strategies due commodity prices declining early during the
period.

 

  Depreciation

Depreciation costs are estimated to account for 2.1% of industry
revenue in 2021, indicating a relatively low level of capital depreciation
among operators. However, depreciation has marginally risen during
the period, in which depreciation costs accounted for 2.0% of revenue
in 2016.

 

  Rent

Rental costs are expected to account for 2.1% of revenue in 2021.
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  Utilities

Utility costs are expected to account for 0.7% of industry revenue in
2021.

 

  Other Costs

Other costs include maintenance and repair, professional service fees
and tax fees. Altogether, these other costs account for 11.4% of
industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Since the Pump and Compressor Manufacturing industry in Canada relies
heavily on high value-added exports to the United States, competition
relies equally on quality and price.

Quality is of utmost importance when pumps and compressors are used in energy extraction and transport. Such
operations are heavily regulated at the federal and state levels and must be conducted without contamination of the
surrounding environment. This makes key buyers particularly sensitive to the design, endurance and other
performance aspects of purchased pumps and compressors.

Price competition becomes important when different operators can manufacture a product of similar quality at
different costs. In this case, the lower cost operator is able to charge lower prices for the same effective product,
attracting and retaining key buyers. Although companies based in the United States are efficient producers of high-
quality pumping equipment and air and gas compressors, Canadian producers have benefited from a depreciated
currency. This has helped Canadian producers maintain competitive pricing and remain strong in the United States.

EXTERNAL COMPETITION

There is extensive competition between industry operators and global
manufacturers for the domestic market.

Imports satisfy almost 90.0% of demand for pumps and compressors. Global manufacturers compete with industry
operators for the provision of general-use industrial pumps, air compressors and measuring and dispensing
compressors to the Canadian market, which they are able to produce at low costs and offer at low prices. Therefore,
countries such as China have ascended quickly as important sources of imports in recent years. Eventually, if
Canadian manufacturers are unable to compete on the basis of price in the general-use product segment, then they
need to aggressively retain their competitive advantage in the high value-added export segment.
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Competition is forecast to grow amid the COVID-19 (coronavirus) pandemic. Demand for industry products is
forecast to shrink rapidly amid falling oil prices and growing economic uncertainty. Consequently, industry operators
must compete more fiercely for the remaining market for industry products.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing

  Companies contend with strong barriers to entry into the
Pump and Compressor Manufacturing industry in
Canada. First, a high level of capital investment is
necessary to open a production facility with sufficient
industrial capacity and for purchasing moulding and
welding equipment. More importantly, competition for
downstream markets is very high. The domestic market is
heavily saturated with imports while most available export
destinations are being serviced by incumbents trying their
best to retain revenue streams.

High competition means not only limited access to
downstream markets, but also the possibility of waiting to
break even. Since products must generally be priced
competitively, entrants need to generate revenue through
a high volume of sales instead of high output prices. Even
if an operator can operate at a loss, it may be difficult to
generate that volume given the saturation of the market.
Entrants may also have difficulty securing raw material,
especially if incumbents have secured single-source
contracts with metal foundries and other key suppliers.

As a result, it may be more feasible to enter the industry
through a merger or takeover of an existing company than
to start organically. However, entry through acquisition is
only an option for large and financially capable venture
operators seeking to diversify their operations. Still,
smaller operators may find room for entry into a niche
market where the need for a specific product exists and is
unmatched by incumbents, although the chance is small
given vast import penetration.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Pump and Compressor Manufacturing industry in Canada is highly globalized, by virtue of the massive role imports
and exports play in determining revenue, profit and overall performance. Imports, which satisfy more than three-quarters
of domestic demand, have put pressure on domestic producers to either increase quality or decrease price to remain
competitive. Meanwhile, exports, which generate more than half of industry revenue, have emerged as a vital alternative
market for operators. Exports to the United States are particularly high, but sales to Asia and Europe remain an important
source of revenue as well.

Calgary-based major player Enerflex Ltd. has major production facilities in the United States and Australia, in addition to
its two largest plants in Alberta. Other competitors in the industry include the Swiss company Sulzer Ltd. Additionally,
many of the largest companies that manufacture these products on a global scale maintain large distribution networks
across Canada. As a result, the industry demonstrates a significant level of foreign ownership and a notable Canadian
presence abroad, reinforcing its high level of globalization. Over the coming years, this trend is expected to continue due
to the geographically diverse, but functionally similar nature of downstream pump and compressor usage.

This level of globalization is likely to cause difficulty for the industry amid the COVID-19 (coronavirus) pandemic. The
industry relies heavily on exports for revenue, and some international supply chains have been broken due to logistical
issues associated with the pandemic. This may be the source of sharp revenue decline amid the pandemic.
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Major Companies

Major Players Enerflex Ltd.

Market Share: 8.8%

  Enerflex Ltd. (Enerflex) is a global supplier of products and services to the oil and gas sector. The company, which
was founded in 1980, is headquartered in Alberta. Enerflex currently employs a workforce of more than 2,500
people in multiple locations across Canada, the United States, Latin America, Europe, Australia and the Middle
East.

Enerflex operates a vertically integrated structure through which it delivers single-source solutions to the oil and gas
sector. The company provides equipment for field operations, including compressors and power pumps, in addition
to mechanical services and other services that aim to improve operational efficiency and minimize costs. Within
Canada, Enerflex has focused on supplying products and services for the extraction and transport of oil sands. The
company also exports its products extensively, especially to the nearby oil and gas industries in the United States.
This reliance on the oil and gas industries makes Enerflex vulnerable to commodity pricing trends, such as the
recent decline in oil prices. Just prior to the five years to 2021, the company cut manufacturing operations at its
Nisku, AB, facility and reduced its workforce by more than 1,000 individuals, as weak demand from North American
markets reduced profit. However, the company's 2019 annual report indicates that Enerflex is beginning to reverse
this trend. Enerflex generated $2.0 billion in total revenue in 2019 (latest data available), a third consecutive year of
strong growth.

Enerflex has also remained optimistic regarding its expansion into the liquefied natural gas (LNG) export market,
pending regulatory approval by the Canadian government. The LNG market is predicated on the ongoing growth of
natural gas demand in countries with insufficient domestic gas resources, including China, India and South Korea,
and is expected to partially offset reduced demand for oil extraction equipment over the coming years.

Financial performance

The company's performance over the five years to 2021 has been volatile, in line with volatile oil prices and the
COVID-19 (coronavirus) pandemic. To this end, the company's industry-specific revenue has increased an
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annualized 3.9% to $191.9 million over the five years to 2021. This includes anticipated revenue growth in 2021, as
recovering oil, gas and commodity prices has increased capital expenditures in vital downstream markets.
Additionally, large new orders have been brought in after years of low and stagnant demand. Enerflex remains
active through its manufacturing facilities in Calgary, which are substantially larger than the company's plants in the
United States and Australia. This manufacturing site is poised to make a strong recovery. However, one of the
company's biggest challenges at present involves finding new export options for its operations in western Canada,
although penetrating and maintaining a solid position in export markets is a difficulty that the industry endures at
large due to the high level of import penetration experienced by the Canadian economy. Similarly to revenue,
Enerflex's operating profit, measured as earnings before interest and taxes, has increased from operating at a loss
in 2016 to $13.8 million in 2021, though profit has also experienced severe volatility.

 
Enerflex Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 158.6 N/C -14.9 N/C
2017 342.3 115.8 11.6 N/C
2018 229.6 -32.9 7.3 -37.1
2019 424.2 84.8 31.4 330.1
2020 175.1 -58.7 12.3 -60.8
2021 191.9 9.6 13.8 12.2

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Sulzer Ltd.

  Market Share: 0.6%
  Sulzer Ltd. (Sulzer), a Swiss company founded in 1834, is a global manufacturer of equipment for industrial markets

including the oil and gas service sector and power and water infrastructure markets. The company has been present
in Canada since 1946, and focuses on providing pumps, compressors and power generation equipment to the oil
and gas extraction industries in Canada and in the United States. Nearly half the company's industry-relevant
revenue is generated from exporting domestically manufactured products. Sulzer has a significant pump
manufacturing division spread globally. Of the more than 30 locations that have been identified as pump
manufacturing sites, only one is located in Canada. Through its subsidiary, Sulzer Pumps (Canada) Inc., the
company is expected to generate $13.2 million in 2021 through its industry-specific operations.

Compresseurs d'Air Express Inc.

  Market Share: 0.4%
  Compresseurs d'Air Express Inc. (Compresseurs d'Air Express) is headquartered in Laval, QC, and primarily

manufactures air compressors. The company has been in business for more than 20 years and manufactures
compressors for myriad uses, including large industrial applications and smaller tools for the home. Compresseurs
d'Air Express also handles air filtration solutions, though this is not industry relevant. Overall, the company is
forecast to generate $7.8 million in industry-specific revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  Capital intensity in the Pump and Compressor
Manufacturing industry in Canada is low to moderate.
IBISWorld expects the average operator to spend $0.09 on
capital for every $1.00 spent on labour in 2021. Similar to
other manufacturing industries, this industry expends a
considerable amount on fixed capital, including the
purchase and upkeep of production and welding facilities.

Although capital intensity has been low due to the
importance of labour, automation activity has increased
over the five years to 2021, consequently causing
depreciation expenses to rise. Moreover, companies have
remained willing to invest in new machinery during the
period despite strong fluctuations in downstream demand
caused by a global drop in oil prices. However, capital
intensity has not undergone a more significant increase
primarily due to the complex nature of both pump and
compressor production, which involves intricate alignment
and welding activities that can only be completed by skilled
individuals.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Very Low Innovation
Concentration

Very
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.

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

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

Very Low Market
Concentration

Very
Unlikely

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

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

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

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

Operators in the Canadian Pump and Compressor Manufacturing industry do
not experience any significant disruption to their range of operations that is
attributable to technological advances in competing industries.

This is primarily because the industry's chief source of external competition comprises foreign imports, which largely
employ the same manufacturing processes and technologies used by operators in this industry, but at a lower per-unit
price. Lower per-unit prices are possible abroad due to the lower cost of labour in some of the world's most emerging
economies, such as China, compared with the cost of labour in Canada. Foreign imports fulfill most domestic demand for
this industry, further underscoring the sizable external competition operators must contend with from similar operators on a
global scale.

The level of technology change is    Medium

  Technological change in the Canadian Pump and Compressor Manufacturing
industry is moderate.

The basic production process has remained the same, involving the welding of metal and the use of assorted fasteners,
beams, rotary equipment, shafts and motors. However, in a saturated and heavily competitive marketplace, attracting and
retaining customers is of utmost importance and a cause for innovation. Operators often work with key downstream
markets to identify and address areas for product improvement, leading to key advancements in the efficiency of pumps
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and in the aftersales service of clients.

Overwhelmingly, the most important advancement in this industry over the past decade has been the introduction of more
efficient pumps and compressors. For example, breakthroughs in prognostic diagnostics have helped operators monitor
pump demand and allocate energy accordingly, and such technology is environmentally friendly because it saves energy.
Manufacturers that are eco-friendly by improving efficiency and saving energy are able to differentiate their product in the
market also cut costs in the long run, thereby bolstering profitability and helping to protect their respective market shares.
Moreover, pumps have also become more streamlined in the physical sense, having the capability to decrease in size. and
therefore, extract standing water containing sand or other solids at civil engineering and other utility sites. It is these notable
advancements in pumps, specifically increased energy efficiency and improved physical design, that demonstrate the
continuing technological change likely to continue characterizing the industry moving forward.

Revenue
Volatility

The level of volatility is    Very High

  Revenue volatility in the Canadian Pump and Compressor Manufacturing
industry has been high over the five years to 2021.

Revenue increased 20.3% in 2017, marking the biggest spike in revenue over the past five years. Conversely, the biggest
decline in revenue occurred as the fallout from decreasing oil prices was fully realized in 2016, with revenue declining
24.9% that year. Overall, revenue volatility is very high and is susceptible to such rapid changes primarily because sales of
pumps and compressors depend principally on demand from oil and gas industries and secondarily on general-use
industrial demand.

While general industrial use has been fairly stable, demand from the oil and gas industries, both domestically and abroad,
has fluctuated significantly during the period. This is due to a combination of factors, including volatile oil prices, global
supply and demand shocks, changing relative competitiveness of global manufacturers and political barriers to proposed
extraction and fracking projects. However, the ensuing fall in oil prices has triggered a decline in demand for pumps and
compressors during part of the reporting period before this demand rebounded toward the end of the period, ultimately
contributing to greater volatility for the industry. A projected recovery in the world price of crude oil over the five years to
2026 is projected to foment revenue growth. Additionally, a forecast increase in natural gas prices is anticipated to help
sustain a relatively steady revenue increase during the same period, offsetting the volatile effect of oil prices moving
forward.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Pump and Compressor Manufacturing industry in Canada experiences a
moderate level of regulation.

Within Canada, production must comply with certain environmental standards. While pump and compressor manufacturing
is not severely damaging to the environment, it does emit waste byproducts. The Ministry of Environment, which regulates
production at a national level, aims to curtail the emission of byproducts, such as wastewater, carbon dioxide, solid waste
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and noise. Operators must also be attentive to the specific regulations set by provincial governments. For example, in
certain provinces, an operator seeking to use groundwater for production may be required to obtain approval from the local
municipality. Similarly, employment must comply with both national and provincial labour standards. Regulation surrounding
the Keystone XL pipeline is also of importance to the industry, as demand from the oil and gas industry functions as a key
component of the industry's downstream markets. Pipelines between the United States and Canada require executive
branch approval due to the cross-border nature of the projects and the current administrations in both the United States and
Canada are more supportive of the endeavour. However, the political and environmental debates that have surrounded the
Keystone XL pipeline in the United States since the project's inception have also meant that construction of the pipeline has
since suffered setbacks.

Export-intensive industries such as this one must also be attentive to production regulations in key export markets. Beyond
government regulations in and out of Canada, operators competing for key markets often self-impose standards for
production. For example, by instituting superior standards for material procurement, heat treatment and coating, operators
may differentiate their products from those of competitors.

Industry
Assistance

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

The Pump and Compressor Manufacturing industry in Canada receives a low
level of assistance from the government in the form of import tariffs.

Most pumps are imported duty-free, while permitting for statutory duties of 35.0%. Vacuum pumps carry a general duty of
2.5%; however, there are many duty-free exceptions. The generally low level of tariff imposition contributes to high import
penetration in the industry. This includes oil well and oil field pumps, which generate a sizeable portion of industry revenue,
and pumps for aircraft engines, hand and foot pumps and general-use industrial pumps. Similarly, air and gas compressor
imports are not subject to any tariffs. The high level of import penetration experienced by the industry is mostly attributable
to the myriad trade agreements Canada actively participates in, chief among them is the United States-Mexico-Canada
Agreement (USMCA). Generally, the USMCA has afforded Canadian industries long-term key markets for their exports,
benefiting the Canadian economy despite increased levels of import competition.

Canada's oil and gas industry is of immense economic importance to the country. Therefore, developments in the oil and
gas extraction industry are extremely important; refer to IBISWorld report 21111CA for more information. While there is no
specific industry assistance given to manufacturers, there are numerous government programs that industry operators may
be eligible to apply for to expand the sector's growth nonetheless. For example, the Canadian government runs CanExport,
a program that provides up to $50,000 meant to reimburse up to half a company's expenses related to developing export
opportunities, particularly those that are situated within high-growth, emerging markets. Furthermore, there are many
research and development (R&D) grants publicized on the government's website that manufacturers working in this industry
may take advantage of. These include the Canadian International Innovation Program (CIIP), which provides seed funding
for international industrial R&D, as well as the REGI Steel and Aluminum Initiatives, which supply funding to innovate using
raw materials such as steel and aluminum throughout the different regions of Canada. This grant likely proves particularly
advantageous for operators in this industry to pursue, as steel is the primary raw input used in the manufacturing of pumps
and compressors. Overall, the Canadian government's willingness to support the growth of its own industries from within
provides manufacturers of pumps and compressors with a variety of feasible options that are pertinent to the manufacturing
sector in aggregate.
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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)

Canadian-
dollar

effective
exchange rate

(Index)
2012 2,899 911 186 152 8,706 1,874 4,136 596 5,161 131
2013 2,894 974 195 159 8,641 1,663 3,908 598 5,139 127
2014 2,994 970 200 163 8,625 1,923 4,502 597 5,573 119
2015 2,576 805 202 164 8,120 1,720 4,354 566 5,210 110
2016 1,934 610 202 164 5,916 1,533 4,185 426 4,586 108
2017 2,326 679 202 163 5,736 1,753 4,416 407 4,988 110
2018 2,517 749 208 168 6,399 1,886 4,408 471 5,039 109
2019 2,476 728 200 161 6,244 2,092 4,569 471 4,954 109
2020 2,058 585 179 145 5,429 1,587 3,853 471 4,324 106
2021 2,192 701 182 147 5,601 1,681 4,397 489 4,908 108
2022 2,355 744 187 150 5,817 1,805 4,743 511 5,293 108
2023 2,389 751 187 149 5,822 1,830 4,847 513 5,406 108
2024 2,418 759 186 149 5,863 1,852 4,934 517 5,500 108
2025 2,452 768 186 149 5,918 1,877 5,031 523 5,606 108
2026 2,497 780 186 148 5,970 1,910 5,151 528 5,737 109

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian-
dollar

effective
exchange rate

(%)
2012 2.58 -0.50 -6.07 -6.18 1.24 -2.46 10.7 2.58 11.2 -0.20
2013 -0.19 6.87 4.83 4.60 -0.75 -11.3 -5.52 0.36 -0.43 -3.46
2014 3.47 -0.39 2.56 2.51 -0.19 15.7 15.2 -0.26 8.44 -5.82
2015 -14.0 -17.0 1.00 0.61 -5.86 -10.6 -3.29 -5.17 -6.52 -7.83
2016 -24.9 -24.3 0.00 0.00 -27.2 -10.9 -3.89 -24.7 -12.0 -1.45
2017 20.3 11.4 0.00 -0.61 -3.05 14.4 5.51 -4.51 8.78 1.48
2018 8.21 10.3 2.97 3.06 11.6 7.55 -0.19 15.8 1.01 -0.63
2019 -1.61 -2.78 -3.85 -4.17 -2.43 11.0 3.66 0.00 -1.69 -0.57
2020 -16.9 -19.7 -10.5 -9.94 -13.1 -24.2 -15.7 0.00 -12.7 -2.54
2021 6.52 19.9 1.67 1.37 3.16 5.95 14.1 3.82 13.5 1.80
2022 7.42 6.14 2.74 2.04 3.85 7.38 7.87 4.56 7.84 0.10
2023 1.45 0.96 0.00 -0.67 0.08 1.39 2.20 0.37 2.14 0.19
2024 1.21 1.05 -0.54 0.00 0.70 1.16 1.77 0.79 1.73 0.14
2025 1.40 1.21 0.00 0.00 0.93 1.36 1.96 1.04 1.92 0.14
2026 1.82 1.53 0.00 -0.68 0.87 1.77 2.39 1.05 2.35 0.14

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 31.4 80.1 64.7 333 20.6 46.8 68,436
2013 33.6 76.0 57.5 335 20.7 44.3 69,205
2014 32.4 80.8 64.2 347 19.9 43.1 69,159
2015 31.2 83.6 66.8 317 22.0 40.2 69,667
2016 31.5 91.3 79.3 327 22.0 29.3 71,974
2017 29.2 88.5 75.4 405 17.5 28.4 70,886
2018 29.8 87.5 74.9 393 18.7 30.8 73,574
2019 29.4 92.2 84.5 397 19.0 31.2 75,400
2020 28.4 89.1 77.1 379 22.9 30.3 86,719
2021 32.0 89.6 76.7 391 22.3 30.8 87,270
2022 31.6 89.6 76.7 405 21.7 31.1 87,863
2023 31.5 89.7 76.6 410 21.5 31.1 88,114
2024 31.4 89.7 76.6 412 21.4 31.5 88,197
2025 31.3 89.7 76.6 414 21.3 31.8 88,290
2026 31.3 89.8 76.5 418 21.1 32.1 88,442

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Institute of Plumbing & Heating
http://www.ciph.com

JuneWarren-Nickle’s Energy Group
http://www.jwnenergy.com

Canadian Energy Pipeline Association
http://www.cepa.com

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

Industry Jargon CENTRIFUGAL PUMP
A pump that conducts fluid to a discharge pipe via vanes that rotate in a casing.

HYDRAULIC FRACTURING
A technique in which large volumes of water, sand and chemical additives are injected beneath the Earth's surface
to increase oil or natural gas flow; used to recover energy from very deep deposits.

LNG, CNG AND RNG
Liquefied natural gas, compressed natural gas and renewable natural gas.

NATURAL GAS LIQUEFACTION
A process by which gas is cooled at a tidewater facility and prepared for transport as a liquid-like matter, before
being reverted to gas at the final destination.

SUMP PUMP
A pump that removes water or other liquid from a low point or depression in a system.

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.
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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
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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