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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 expected to decrease in the Major Household Appliance Manufacturing industry, partially due to the
COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· Stabilized input costs will relieve pressure from the industry's average profit margin over the five years to 2026. For
more detail, please see the Cost Structure Benchmarks chapter.

· Despite the Canadian dollar expected to depreciate, household appliances produced abroad are less expensive
relative to domestically manufactured appliances. As result, imports are expected to grow over the five years to
2026. For more information, please see the Industry Outlook section.
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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 includes operators that manufacture major household cooking appliances, refrigerators, freezers,

household laundry equipment and other major electrical and nonelectrical household appliances such as
dishwashers, garbage disposal units, water heaters and trash compactors. Small cooking appliances, such as hot
plates, fans, central and room air conditioners, vacuums and electric irons are not included in this industry.

Major Players AO Smith Corporation

There are no major players in this industry

Main Activities The primary activities of this industry are:

Household cooking appliances manufacturing

Household refrigerator and home freezer manufacturing

Household laundry equipment manufacturing

Dishwasher manufacturing

Garbage disposal unit manufacturing

Electric and nonelectric water heater manufacturing

Trash compactor manufacturing

The major products and services in this industry are:

Household refrigerators and home freezers

Household laundry equipment

Household cooking appliances

Water heater appliances

Other appliances
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Supply Chain

SIMILAR INDUSTRIES

Semiconductor Machinery
Manufacturing in Canada

Heating & Air-Conditioning
Equipment Manufacturing in
Canada

Electrical Equipment
Manufacturing in Canada

Battery Manufacturing in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Household Cooking &
Appliance Manufacturing

Major Household Appliance
Manufacturing in the US

Barbecue & Grill Manufacturing Washer & Dryer Manufacturing

Water Heater Manufacturing Commercial Cooking Equipment
Manufacturing

Household Appliance
Manufacturing in Australia

Household Refrigerator and Freezer
Manufacturing in China

Household Electrical Appliance
Manufacturing in China

Electrical Appliance
Manufacturing in the UK
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Industry at a Glance
Key Statistics

$432.7m
Revenue

Annual Growth

2016–2021

-2.7%

Annual Growth

2021–2026

-1.0%

Annual Growth

2016–2026

 

$23.4m
Profit

Annual Growth

2016–2021

-5.9%

  Annual Growth

2016–2021

 

5.4%
Profit Margin

Annual Growth

2016–2021

-1.0pp

  Annual Growth

2016–2021

 

48
Businesses

Annual Growth

2016–2021

-2.0%

Annual Growth

2021–2026

-1.3%

Annual Growth

2016–2026

 

1,135
Employment

Annual Growth

2016–2021

2.0%

Annual Growth

2021–2026

-0.8%

Annual Growth

2016–2026

 

$61.9m
Wages

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

-0.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

6.5%
World price of rubber

20.6%
World price of steel

6.6%
Housing starts

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Barriers to Entry

High / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Capital Intensity

Medium

  Regulation & Policy
Medium / Increasing   Technology Change

Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The relative strength of the Canadian dollar has been
instrumental in the industry's collapse

 High labour costs and foreign goods representing a large
share of domestic demand have redefined the industry
landscape

 The high level of import penetration has put significant
pressure on the industry's average profit margin

 The industry will continue to contend with rising import
penetration

 Demand for household appliances is expected to decrease,
despite rising disposable income

 A stable profit margin will assist in slowing the decline of the
industry

 High import penetration will cause manufacturers to compete
for niche markets
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Decline Life Cycle Stage

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Low Performance Drivers

  Housing starts
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Executive Summary Burnt out: Import penetration will accelerate due to the difficulties created
by the Canadian labour market

Revenue for the Major Household Appliance Manufacturing industry in Canada is expected to decrease at an
annualized rate of 2.7% to $432.7 million over the five years to 2021, including a projected decline of 7.8% in 2021
alone. The decline in 2021 can be partly attributed to the adverse economic effects of the COVID-19 (coronavirus)
pandemic. Due to weak underlying domestic demand, high cost of labour and increasing input costs, many of the
industry's multinational companies chose to relocate production abroad.

Due to the appreciation of the Canadian dollar, the high cost of labour proved disastrous for the industry's
manufacturers over the five years to 2021. The Canadian effective exchange rate, a weighted average of bilateral
exchange rates for the Canadian dollar against the currencies of Canada's major trading partners, appreciated
significantly during the reporting period. However, since a significant portion of household appliances manufactured
in Canada are sent to the United States, the industry's largest export market, many of the industry's largest
manufacturers decamped for the United States, which has lower labour costs. In 2010, the industry's largest
company, Electrolux AB, announced that it would cease production at its cooking appliances factory in 2013. In
2012, Controladora Mabe SA de Cv announced that it would close its dryer manufacturing plant and relocate
production to the United States and Mexico in 2014. Finally, in 2013, AO Smith Corporation announced the closure
of its Fergus manufacturing location, completely discontinuing production within a matter of months. These closures
proved insurmountable for the industry, as revenue plummeted an astounding 26.4% in 2013, 39.5% in 2014 and
32.4% in 2015.

The industry is expected to continue declining over the five years to 2026. Despite rising per capita disposable
income, demand is not expected to recover. However, more stable input prices, such as rubber and steel, are
expected to keep the industry's profit margin afloat. However, high labour costs will lead to greater import
penetration, leaving a small number of surviving manufacturers to compete for niche markets in the increasing
fragmented industry. IBISWorld forecasts that industry revenue will decline at an annualized rate of 1.0% to $411.0
million 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 index (CEER) is a weighted average of bilateral exchange rates for the
Canadian dollar against the currencies of Canada's major trading partners. Generally, a strong Canadian dollar hurts
the competitiveness of industry exports abroad and increases demand for foreign household appliances.
Conversely, a weak Canadian dollar benefits the industry by making its exports more competitive abroad and
making imports less competitive domestically. The CEER index is expected to appreciate in 2021.

 

Housing starts

New housing construction is one of the largest factors determining the purchase of new major household
appliances. The rate of housing starts reflects the level of new residential construction activity, creating demand for
new appliances as more homes are built. Housing starts are expected to increase in 2021, representing a potential
opportunity for the industry.

 

World price of rubber

Rubber, which consists of polymers and the organic compound isoprene, is used as a raw material in the
manufacturing of many major household appliances, such as washing machines, clothes dryers and refrigerators.
As the price of rubber increases, the cost of manufacturing appliances rises, cutting into an operator's profit margin.
To cope with rising costs, companies typically raise product prices, which can negatively affect sales. The price of
rubber is expected to increase in 2021.

 

World price of steel

Steel is a raw material used in the manufacture of major household appliances such as refrigerators, ovens and
ranges. As the price of steel increases, the cost of manufacturing appliances rises, eroding a company's profit
margin. In turn, some manufacturers will pass on higher input costs to consumers in the form of higher prices, which
often deter customers from making new purchases, decreasing industry revenue. The world price of steel is
expected to increase in 2021, posing a potential threat to the industry.
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Current
Performance

The Major Household Appliance Manufacturing industry in Canada
produces household cooking appliances, refrigerators, freezers,
household laundry equipment and other major electrical and nonelectrical
household appliances, such as dishwashers, garbage disposal units,
water heaters and trash compactors.

Over the five years to 2021, the industry has entered a free fall. Although the effects of the 2015 economic recession
were muted compared with those in the neighbouring United States, a volatile housing market and slow growth in
per capita disposable income undermined demand for industry products.

The relative strength of the Canadian dollar has been more instrumental in the industry's collapse. Since the United
States is the destination of an overwhelming majority of major household appliances exported from Canada, the
strength of the Canadian dollar and high domestic labour costs weakened the competitiveness of industry products
abroad. As a result, the industry's largest manufacturers chose to offshore production over the five years to 2021.

This shift was accompanied by the continued rise of import penetration, as large multinational companies took
advantage of lower labour costs abroad to flood the Canadian market with comparatively less expensive imports. To
this end, IBISWorld expects industry revenue to fall at an annualized rate of 2.7% to $432.7 million over the five
years to 2021, including a decline of 7.8% in 2021 alone. The decline in 2021 can be mainly attributed to the
adverse economic effects of the COVID-19 (coronavirus) pandemic. This pandemic has caused unemployment rates
to increase, consumer confidence levels to decrease and raw material prices to increase, among unsatisfactory
trends in several other economic drivers that negatively affected industry revenue.

WEAK DEMAND SLOWS GROWTH

The industry has been constrained by weak underlying household
demand over the five years to 2021.

For example, the consumer confidence index is expected to decrease an annualized 0.2% over the past five years,
causing consumers to be more reluctant in purchasing the industry's products, especially during times of economic
uncertainty. Consumer demand has been further limited by small increases in disposable income and an increase in
the national unemployment rate. Since major household appliances are typically costly, slow disposable income
growth has undermined consumers' ability to purchase industry products.

MANUFACTURERS FLEE ABROAD

Although weak household demand has stifled industry growth, the
strength of the Canadian dollar over the past five years was not enough to
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support the industry.

As many of their products were sold as exports, the Canadian dollar, as measured by the Canadian effective
exchange rate index, is expected to appreciate during the current five-year period. As a result, the value of imports
grew, which also caused the level of domestic demand satisfied by imports to rise above 95.0% due to less
expensive goods being imported from the United States and China.

Coupled with the high cost of domestic labour, many of the industry's largest enterprises have completely ceased
production in Canada. In 2010, the industry's largest remaining player, Sweden-based Electrolux AB, announced
that it would be closing its cooking appliances factory in L'Assomption, QC, ceasing production at the end of 2013. In
2012, Mexico-based Controladora Mabe SA de Cv announced that it would close its Montreal dryer manufacturing
plant, relocating all production to the United States and Mexico by the end of 2014. Finally, in 2013, US-based AO
Smith Corporation announced the closure of its largest factory, located in Fergus, ON, completely discontinuing
production in 2013. With the closure of the industry's three largest facilities, revenue plummeted 26.4% in 2013,
39.5% in 2014, 32.4% in 2015 and an additional 9.0% in 2020.

These trends indicate that high labour costs and foreign goods representing a large share of domestic demand have
redefined the industry landscape. The number of industry operators is expected to decline at an annualized rate of
2.0% to 48 companies over the five years to 2021. Conversely, industry employment is anticipated to increase at an
annualized rate of 2.0% to 1,135 workers over the five years to 2021.

UNDERMINED PROFIT MARGIN

With the exit of the industry's largest manufacturers, imports of major
household appliances have grown over the past five years.

Imports are expected to grow at an annualized rate of 3.3% to $2.9 billion over the five years to 2021, making up an
estimated 95.5% of domestic demand in 2021. Industry exports are also anticipated to rise at an annualized rate of
2.0% to $297.7 million over the five years to 2021. However, this rise in exports can be mainly attributed to the
historic low value stated in 2016. Overall, throughout a majority of the five years to 2021, the values of exports have
been decreasing.

The high level of import penetration has put significant pressure on the industry's average profit margin, making
margins extremely volatile. Since imported goods can take advantage of reduced labour costs abroad, they are able
to undercut domestically produced appliances, forcing industry operators to cut into its profit margin. In addition,
profit has been further pressured by increasing input prices, making it more difficult for manufacturers to anticipate
future spending trends. Overall, industry profit, measured as earnings before interest and taxes, is expected to
account for 5.4% of revenue in 2021, down from 6.4% in 2016. Both the world price of steel and the world price of
rubber are expected to increase over the five years to 2021, further discouraging growth. Other commodity prices
have also hindered industry revenue and contributed to the industry's volatility during the current period.
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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
effective

exchange rate
index

(Index)
2012 1,308 276 174 143 3,113 644 1,919 170 2,583 131
2013 962 196 113 92.0 2,229 605 1,999 121 2,356 127
2014 582 127 75.0 60.0 1,358 440 2,191 73.7 2,333 119
2015 393 65.4 73.0 59.0 931 302 2,375 51.7 2,466 110
2016 495 102 66.0 53.0 1,030 270 2,450 57.8 2,676 108
2017 507 105 65.0 51.0 1,063 297 2,523 59.0 2,733 110
2018 497 123 64.0 50.0 1,164 295 2,628 62.4 2,829 109
2019 515 112 63.0 49.0 1,270 331 2,617 68.7 2,801 109
2020 469 67.9 66.0 52.0 1,224 319 2,816 66.8 2,967 108
2021 433 94.0 61.0 48.0 1,135 298 2,876 61.9 3,011 115
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Industry Outlook
Outlook The Major Household Appliance Manufacturing industry in Canada will

contend with the same difficult conditions over the five years to 2026 as it
did during the previous five-year period.

Import penetration will continue to ravage the industry, as international operators flood the market with
comparatively less expensive imports. Although a marked improvement in consumer confidence and unemployment
will support some domestic manufacturing, the exit of the industry's largest international companies will reshape the
industry, as small-scale operators compete in an increasingly fragmented market. As a result, IBISWorld forecasts
that industry revenue will continue to decline, falling at an annualized rate of 1.0% to $411.0 million over the five
years to 2026.

FALLING DOMESTIC DEMAND

With revenue continuing to decline, domestic demand is anticipated to
continue being won by foreign producers.

Demand for household appliances is expected to decrease, despite rising disposable income, which is expected to
grow at an annualized rate of 0.6% over the five years to 2026. Furthermore, import penetration is anticipated to
rise, despite the Canadian dollar projected to depreciate during the outlook period. The depreciation of the Canadian
dollar is not enough to offset the exit of key industry players and foreign producers' share of domestic demand.

IMPORT PENETRATION DISMANTLES THE INDUSTRY

The industry will continue to contend with rising import penetration over
the five years to 2026.

Despite the Canadian dollar expected to depreciate, household appliances produced abroad are less expensive
relative to domestically manufactured appliances. As result, imports are expected to grow at an annualized rate of
2.1% to $3.2 billion over the five years to 2026, and forecast to account for 95.9% of domestic demand in 2026 as
international products fill the gap created by the exit of the country's domestic manufacturing facilities.

Furthermore, import penetration will accelerate over the next five years due to the difficulties created by the
Canadian labour market, which will put domestic operators at a considerable disadvantage. Over the next five years,
a decrease in housing starts is expected to further hinder the industry's growth. Housing starts are forecast to
decrease at an annualized rate of 3.3% over the five years to 2026. This decrease in the number of houses being
build is also expected to decrease demand from downstream markets, since all houses need to be furnished with
the industry's products. Conversely, the industry is expected to slightly benefit from the forecast decrease in wages,
which will enable operators to slightly lower their prices. Although the United States will remain the largest importer
of household appliances, rising import penetration from China will pose a significant threat to the industry. Since
Chinese manufacturers benefit from comparatively low labour costs, they can pass down cost savings to consumers
in the form of lower prices. Despite the expected depreciation of the domestic dollar, exports are still expected to
decline at an annualized rate of 1.5% to $276.2 million over the five years to 2026, accounting for 67.2% of revenue
in 2026.

INDUSTRY LANDSCAPE
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Stabilized input costs will relieve pressure from the industry's average
profit margin over the five years to 2026.

For example, the price of steel is forecast to decline at an annualized rate of 0.9% over the five years to 2026. Since
steel is an integral input into industry products, falling prices, combined with a decrease in wages, will cause profit to
remain stable and marginally rise over the five years to 2026. Furthermore, more stable commodity prices are
anticipated to support existing operators to plan accordingly to a changing industry landscape.

A stable profit margin will assist in slowing the decline of the industry over the five years to 2026. As the industry's
largest manufacturers discontinue production in Canada, smaller scale manufacturers that produce high-end
appliances for niche markets will define the domestic landscape. Since these companies will continue to encounter
profit pressures from rising import penetration, the number of industry enterprises will continue to decline. The
number of industry operators is expected to fall at an annualized rate of 1.3% to 45 companies over the five years to
2026. Similarly, employment will decline at an annualized rate of 0.8% to 1,090 workers during the same period.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Canadian
effective

exchange rate
index  (Index)

2021 433 94.0 61.0 48.0 1,135 298 2,876 61.9 3,011 115
2022 433 95.2 60.0 48.0 1,128 289 3,982 61.6 4,125 114
2023 427 93.9 59.0 46.0 1,122 286 3,722 61.1 3,863 113
2024 422 92.5 58.0 46.0 1,113 283 3,528 60.6 3,667 113
2025 416 91.5 57.0 45.0 1,103 279 3,353 60.0 3,490 112
2026 411 90.6 57.0 45.0 1,090 276 3,187 59.3 3,322 112
2027 406 89.3 56.0 44.0 1,074 273 3,033 58.4 3,166 111
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is expected to remain below GDP growth

The industry is affected by product saturation

Production facilities are being relocated abroad

The Major Household Appliance Manufacturing industry in Canada is in the decline phase of its life cycle in Canada.
This is illustrated by the decline in the number of companies and high level of import penetration. Industry value
added (IVA), which measures an industry's contribution to overall economic growth, is forecast to decline at an
annualized rate of 1.1% over the 10 years to 2026, significantly lower than overall GDP growth, which is expected to
rise at an annualized rate of 2.0% during the same period. The divergence between these two growth rates
demonstrates that the industry's contribution to the overall economy is shrinking.

Declining industries are characterized not only by falling revenue, but also declining establishment figures. The
number of operators is expected to fall at an annualized rate of 1.6% to 45 companies over the 10 years to 2026.
The industry's decline has largely stemmed from rising import penetration from operators that manufacture
household appliances abroad, therefore benefiting from lower labour costs. Global manufacturers from the United
States, including AO Smith Corporation, General Electric Company and the Whirlpool Corporation, as well as many
European and Asian enterprises that experience strong brand presence can outcompete industry operators on price.

The developed nature and clear segmentation of industry products makes it unlikely that the industry's fortune will
change course in the future. Although new products continue to become more energy efficient, there remains little
room for industry operators to compete with significantly more inexpensive imports. As a result, the industry is
expected to continue its decline.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

TV & Appliance Wholesaling in Canada

Consumer Electronics Stores in Canada

Home Improvement Stores in Canada

2nd Tier

Commercial Building Construction in Canada

Homebuilders in Canada

Apartment & Condominium Construction in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Hose & Belt Manufacturing in Canada

Electrical Equipment Manufacturing in Canada

Other Plastic Product Manufacturing in Canada

2nd Tier

Rail Transportation in Canada

Water Supply & Irrigation Systems in Canada

Electric Power Transmission in Canada

Steel Rolling & Drawing in Canada

Metal Pipe & Tube Manufacturing in Canada

Products & Services

  Due to the COVID-19 (coronavirus) pandemic, demand for the Major
Household Appliance Manufacturing industry's products is expected to
decrease.

Although some segments endured a slight increase in demand, such as the household cooking appliances segment,
most other segment's share of revenue has decreased from the adverse economic effects of coronavirus.

HOUSEHOLD REFRIGERATORS AND HOME FREEZERS

Household refrigerators and home freezers represent the largest product
segment in the Major Household Appliance Manufacturing industry in
Canada, accounting for an estimated 28.9% of industry revenue in 2021.

Homebuilders and retailers purchase refrigerators and freezers to sell to consumers, while commercial builders
purchase refrigerators and freezers and install them in new units. Most offices now have small kitchens for their
employees, which usually include a refrigerator. Revenue from this segment is expected to decline over the five
years to 2021, both in absolute value and as a percentage of total industry revenue.

HOUSEHOLD LAUNDRY EQUIPMENT

Household laundry equipment accounts for an estimated 28.7% of
industry revenue in 2021.

This segment includes washing and drying machines. This segment is projected to contract as a share of industry
revenue during the current five-year period, as large manufacturers relocated dryer and washer manufacturing
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plants to the United States and Mexico.

HOUSEHOLD COOKING APPLIANCES

IBISWorld projects household cooking appliances to represent 19.8% of
industry revenue in 2021.

This segment includes electric ranges, ovens surface cooking units, gas ranges and cooking equipment, in addition
to equipment and parts. Revenue from this segment is expected rise slightly over the past five years, as sales of
cooking appliances increased due to an increase in demand for home cooking. This increased demand is a result of
the coronavirus pandemic and people staying at home more.

WATER HEATER APPLIANCES

Water heater appliances are expected to account for just 11.2% of
industry revenue in 2021.

Over the past five years, numerous water heater manufacturers relocated facilities to the United States, the intended
destination of most water heaters manufactured in Canada. Still, other product lines in the industry have declined at
a faster rate, causing this segment to rise slightly as a share of industry revenue during the current five-year period.

OTHER APPLIANCES

Other appliances account for an estimated 11.4% of industry revenue in
2021.

Microwave ovens, dishwashers and trash compactors, which are included in this segment, are typically less
expensive than costly appliances such as refrigerators, cooking appliances, laundry equipment and water heaters.
However, revenue from these products have declined at a slower rate than that of other segments, causing this
segment's share of revenue to marginally increase over the five years to 2021.

Demand
Determinants

Wealth

A majority of purchases on new products created in the Major Household Appliance Manufacturing industry in
Canada are considered discretionary. Appropriately, factors such a per capita disposable income and consumer
sentiment affect demand for industry products. Over the five years to 2021, consumer confidence decreased and the
national unemployment rate increased. The decreases in those two drivers can be mainly attributed to the
COVID-19 (coronavirus) pandemic which has caused uncertain economic conditions and resulted in many people
being furloughed.

Price

New appliance purchases are influenced by the price of goods, as most consumers are price conscious. Since
industry products are expensive, consumers are willing to search for the best available price. While the relatively
slow growth of prices has encouraged consumer demand over the past five years, this trend has been unable to
offset declining revenue from manufacturers' decision to shutter facilities in Canada.

Value of the dollar

Since trade is an integral component of industry demand, the value of the Canadian dollar affects the
competitiveness of industry products in export markets. The past five years have brought the appreciation of the
Canadian dollar. However, the relative strength of the Canadian dollar has negatively affected demand for industry
products in the industry's export market, since Canadian goods would be viewed as more expensive to countries
abroad.
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Major Markets

  Due to the COVID-19 (coronavirus) pandemic, demand from the Major
Household Appliance Manufacturing industry's major markets is expected
to decrease.

  Although exports are expected to increase over the five years to 2021, this is mainly due to the historic low starting
point in 2016.

EXPORTS

Exports represent the largest segment for the Major Household Appliance
Manufacturing industry in Canada, accounting for an estimated 68.8%
total sales in 2021.

In 2021, the United States represented the largest export market, with 79.0% of all exported products destined for
the US market. Over the five years to 2021, export values grew as 2016 endured a historic low export value due to
the dispersal of many large industry operators. Furthermore, exports' share of revenue has also increased during the
current five-year period, rising from 54.5% in 2016 to 68.8% in 2021, as most domestic manufacturers with facilities
in Canada export products to the United States.

RETAILERS

Accounting for 22.2% of revenue in 2021, sales to retailers account for the
second-largest market for major household appliances in 2021.

Except for water heaters, most appliances are sold through appliance retailers such as the Home Depot Inc., Rona
Inc. and Lowe's Companies Inc. This segment's share of revenue decreased over the past five years as the adverse
macroeconomic effects of coronavirus have discouraged consumers from visiting retailers and purchasing expensive
industry products during uncertain economic conditions.

WHOLESALERS

Wholesalers represent an estimated 4.7% of industry revenue in 2021.

This segment fell as a share of revenue over the five years to 2021, as more retailers bypassed wholesalers and
purchased major household appliances directly from manufacturers. Bypassing wholesalers enables retailers to
purchase products at a lower price, a fact that will likely cause this segment to decline further over the next five
years.

DIRECT SALES

Direct sales account for an estimated 4.3% of revenue in 2021.

Direct sales include building and home contractors that purchase appliances during kitchen remodelling and
renovation projects. This segment's share of revenue declined over the past five years as the industry's remaining
players became more export oriented.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

The Major Household Appliance Manufacturing industry in Canada has a high level of international trade. Although
the industry was previously characterized by many multinational conglomerates and foreign manufacturers that
manufactured products in Canada, most have exited or are in the process of relocating their manufacturing facilities
abroad because of lower labour costs and the relative strength of the Canadian dollar. The high and increasing level
of import penetration has been responsible for much of the industry's decline over the five years to 2021. However,
despite this mass exodus, exports have still been able to increase from the high growth rates endured in 2017 and
2019.

Exports

Total industry exports are expected to be valued at $297.7 million in 2021. During the five-year period to 2021,
export sales are estimated to grow at an annualized rate of 2.0%. This slight growth in the value of exports can be
mainly attributed to rapid decline in values in 2014 and 2015, when many large operators left the industry. This
event placed the value of exports at an all-time low and as a result caused the value to increase slightly over the five
years to 2021. For example, Mabe, which announced in 2012 that it would be shuttering production at its Montreal
dryer plant by the end of 2014, exported an estimated 90.0% of its products to the United States. In addition to weak
demand for industry products, the depreciation of the Canadian dollar, throughout majority of the five years to 2021,
was not enough to support the industry. Moreover, due to the low levels endured in 2016, exports are expected to
increase as a share of industry revenue during the five-year period. Exports' share of industry revenue is expected
to reach 68.8% in 2021, up from 54.5% in 2016.

Over the five years to 2026, IBISWorld forecasts that exports will begin to decline again. Exports are forecast to fall
at an annualized rate of 1.5% to $276.2 million over the five years to 2026 as domestic manufacturers continue to
close their shops, ceasing most of the domestic production.

Imports

Imports of major household appliances are expected to increase over the five years to 2021. As companies took
their production offshore and the industry declined over the past five years, imports rose to meet domestic demand.
Imports rose at an annualized rate of 3.3% to $2.9 billion over the five years to 2021. Import penetration, which
accounted for 91.6% of domestic demand in 2016, is expected to increase to 95.5% of domestic demand in 2021.
Leading foreign multinational appliance manufacturers such as AO Smith Corporation, Electrolux AB, General
Electric Company, Haier Group Corporation, LG Electronics Inc., Phillips, Siemens AG and the Whirlpool
Corporation experience strong brand recognition and have been able to capture a larger share of total Canadian
appliance sales over the past five years. The United States, China, Mexico and South Korea represent the largest
sources of industry imports, accounting for an estimated 38.0%, 36.6%, 9.3% and 3.9% of total imports in 2021,
respectively. Many large multinational manufacturers have established manufacturing operations in the Midwest and
Southern United States and Mexico to take advantage of lower labour costs and proximity to the Canadian market,
as most of the population resides close to the northern border of the United States.
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Business
Locations

  Most operators in the Major Household Appliance Manufacturing industry in Canada are located in Ontario, accounting for 62.1%
of total establishments. The second-largest location of operators is located in British Columbia, accounting for 16.7% of total
establishments. The third-largest location of operators is located in Quebec, accounting for 10.6% of total establishments in 2021.
The concentration of manufacturers in these three provinces is due both to the population concentration near major cities and their
proximity to export markets in the United States. With a population of more than 38.0 million dispersed over a large geographic
area, most of the population tends to live in the southern part of the country, which is home to 17 of Canada's largest cities.
Furthermore, since 68.8% of industry products are exported, especially to the United States, manufacturers locate near important
border crossings. Furthermore, Ontario's share of establishments rose over the years to 2021 due to Quebec's and Alberta's drop-
in establishments. Ontario is a more favourable province for industry operators due to the province being home to Canada's three
largest cross-border connections with the United States, such as the Windsor-Ambassador Bridge, the Sarnia-Blue Water Bridge
and the Fort Erie-Peace Bridge.

Manitoba and Alberta make up the fourth- and fifth-largest locations of operators, accounting for 6.1% and 3.0% of total
establishments, respectively.



Major Household Appliance Manufacturing in Canada July 2021

22 IBISWorld.com



Major Household Appliance Manufacturing in Canada July 2021

23 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Major Household Appliance Manufacturing in Canada has a low level of market share concentration. Industry
concentration has been declining rapidly over the five years to 2021, as many of the industry's largest players have
exited the industry and transferred production abroad. Furthermore, imports' share of domestic demand has
increased from accounting to 91.6% in 2016 to 95.5% of domestic demand in 2021. For example, Mexico based
home appliance manufacturer Controladora Mabe SA de Cv, which produces dryers mostly for the United States
market at its Montreal facility, ended production at its plant at the end of the 2014. With the exit of the industry's
largest operators in recent years, the domestic industry has become characterized by a limited number of smaller
operators, such as Canadian Curtis Refrigeration Inc., that actively compete for market share in a highly globalized
market. With less than 50 operators in the industry in 2021, market share concentration is projected to rise as fewer
players are able to participate in the industry 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:

Establishment of brand names:
Consumers are drawn to products that have recognizable names because major appliances are relatively expensive
goods. Reputation is fundamental to maintaining a strong retail presence by conveying that a company's products
are of the utmost quality.

Market research and understanding:
Good market research is important to understanding the needs of consumers and retailers, along with the strategies
of competitors. This can help operators with product design, marketing strategies and revenue generation.

Development of new products:
The ability to quickly introduce new products, such as incorporating new designs and technologies, to meet
changing consumer preferences can affect competitiveness.

Control of distribution arrangements:
Distribution strategies are important because they can help drive sales and affect the ability to access retail shelf
space.

Economies of scale:
Scale of production affects unit cost of production, raw materials acquisition, component prices, R&D and marketing
and distribution costs.

Optimum capacity utilization:
Operators that are able to operate closer to capacity are able to derive lower unit costs.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 5.4% of industry revenue in 2021, down from
6.4% in 2016. With commodity prices, such as the price of steel and
rubber, fluctuating over the five years to 2021, industry operators were
unable to efficiently forecast business operations. In addition,
commodity prices have a high correlation with industry revenue growth
and profit margin expansion. For example, in 2016, the world price of
steel increased 10.2% and the world price of rubber increased 2.2%,
which then enabled revenue and profit to increase substantially.
However, the profit margin reached historical lows in 2020, estimated to
total negative 1.8%, while the world price of steel declined only 1.8%
and the world price of rubber actually increased 5.3%, that same year.
This anomaly in 2020 can be mainly attributed to the COVID-19
(coronavirus) pandemic, which has created many challenges for
industry operators. Some issues endured by operators was a lack of
material supply from many manufacturing plants being forced to shut
down during the peak of the pandemic. In addition, demand for the
industry's products decreased in 2020 as people were more reluctant to
purchase expensive household appliances during uncertain economic
conditions. However, with the industry landscape still diminishing and
commodity prices expected to stabilize, the profit margin is anticipated
to recover slightly and marginally rise over the five years to 2026.

 

  Wages

Industry wages are estimated to account for 14.3% in 2021, up from
11.7% in 2016. Skilled labour is required for the design and engineering
of major household appliances, while most of industry payrolls are
composed of production workers. With the industry enduring unstable
commodity prices and foreign goods representing over 95.0% of
domestic demand, existing operators must find a way to automate
operations to remain in business. This is further illustrated when
reviewing the average wage for an employee in the industry, which is
anticipated to have declined over the past five years. This overall
increase in wages may be attributed to the struggles endured right
before the reporting period, when the industry's major players left
Canada to open up facilities in less expensive countries.
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  Purchases

Purchases, which include the acquisition of raw materials used to
manufacture major household appliances such as steel, plastic and
rubber, represent the largest industry expenditure. In 2021 IBISWorld
estimates that purchases will account for an estimated 54.4% of
industry revenue. Although input prices have increased over the past
five years, purchase costs have decreased slightly due to the high
levels of input prices in 2016. The world price of steel, for example, is
forecast to grow at an annualized rate of 12.6% over the five years to
2021. In addition, the world price of rubber is projected to increase at
an annualized rate of 1.9% during the same five-year period. This
further illustrates how volatile commodity prices are.

 

  Marketing

Advertising expenses are anticipated to account for a marginal share of
industry revenue, representing 0.9% in 2021. With manufacturing
operators generating revenue from contracts with wholesalers and
retailers, there is little need for operators to invest in marketing
expenditures.

 

  Depreciation

Depreciation costs are estimated to account for 2.0% of total revenue in
2021. While the industry is more labour intensive compared with other
industries such as chemical manufacturing, the industry is still relatively
capital intensive because of its use of machinery, equipment and tools
to produce major household appliances. These assets endure a
significant amount of wear and tear and require eventual replacement,
resulting in a relatively high level of depreciation. Over the past five
years, depreciation has decreased slightly as a share of industry
revenue.

 

  Rent

Rent and lease costs are expected to account for 2.7% of revenue in
2021. Cost varies by size and location and most operators opt to
operate in a high-traffic area. Based on geographic distribution, most
operators operate in Ontario due to its urban population.
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  Utilities

IBISWorld anticipates utility costs to represent 0.8% of industry revenue
in 2021. Operators in the industry are subject to various environmental
regulations regarding materials used during the manufacturing process.

 

  Other Costs

IBISWorld estimates that other costs will amount to 19.4% of industry
revenue in 2021, a figure that has remained relatively stable over the
past five years. Other costs include administrative expenses,
professional and business fees and spending on repairs and
maintenance.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Competition in the Major Household Appliance Manufacturing industry in
Canada is intense, heightened by the presence of multiple global players
and many competing brands.

Companies compete on the price of products; product features, quality, styling and performance; service capabilities
and levels; and brand name.

Price is a relatively important factor for those products that target the lower end of the market, and less so for those
that target the premium end, which usually requires very high-quality goods and strong advertising. Since appliances
are relatively costly, consumers are more likely to purchase the lower-priced appliance if they are unable to
distinguish them based on quality. The ability to compete on price is affected by a company's cost structure, which is
determined by its capacity to establish economies of scale and scope, the location of its production facilities and its
cost of marketing, among other factors.

Brand names are tantamount to success in the major household appliances industry. Consumers are often attracted
to brands that have a proven reputation for quality and performance. Some of the world's largest appliance
manufacturers have developed or acquired brands that target different market segments, such as premium and
cost-conscious segments.

EXTERNAL COMPETITION

Imports pose a significant threat to the industry based on price.

Following the 2015 oil price collapse recession, all the industry's major players left Canada, relocating their
manufacturing facilities in lower wage countries abroad. These companies have secured significant cost savings by
manufacturing products in countries such as China, Mexico and the southern United States, where the cost of labour
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is significantly lower. Consequently, nearly all industry demand is satisfied by imports. Although there is little
external competition posed by substitutes, competition from imports will continue to remain strong over the five years
to 2026.

Barriers to
Entry

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

  New entrants into the Major Household Appliance
Manufacturing industry in Canada experience significant
barriers, particularly from the high start-up costs
associated with purchasing land, equipment and raw
materials. Industry facilities typically require facilities of
significant size and scale, in addition to investment in
automated machinery. Purchases of raw materials such
as steel, plastic and rubber, which represent the single
largest expense for industry operators, have shown
significant volatility over the five years to 2021,
representing a significant barrier for potential entrants.
Additionally, labour costs in the industry are high because
of the large number of employees required to produce
major household appliances.

In addition, new entrants are limited by their ability to
compete with established brands and provide a diverse
array of products. Although many of the largest home
appliance manufacturers have ceased production in
Canada over the past five years, they continue to sell their
products as imports, which have significant brand
recognition and reputation for quality. New participants
also tend to enter the industry as small-scale operators,
limiting their product range and forcing them to target
niche markets. In recent years, household appliances
have had to meet many energy and water efficiency
guidelines, requiring that manufacturers keep up with
technological change to remain competitive.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Major Household Appliance Manufacturing industry in Canada is highly globalized. The globalized nature of the
industry is demonstrated by the lack of large Canadian companies. Camco Inc., formerly the largest Canadian
manufacturer of household appliances, was acquired in 2005 by Mexico-based Controladora Mabe SA de Cv (Mabe).
Furthermore, appliance manufacturers have fled from Canada in recent years. Although Mabe continued to produce
dryers at the Montreal plant it acquired from Camco in 2014, the company transferred its remaining production to Mexico
at the conclusion of the year. Similarly, Electrolux AB and AO Smith Corporation (AO Smith) have recently transferred
their remaining large-scale facilities to the United States, although AO Smith continues to maintain limited production at a
single remaining location.

The high level of import penetration also demonstrates the globalization of the industry. In 2021, IBISWorld estimates that
imports will account for more than 95.0% of domestic demand. The high level of import penetration is the result of
operators relocating their production facilities abroad to take advantage of lower labour costs. Over the five years to 2026,
import levels are expected to continue to grow, pressuring domestic manufacturers to continue exiting the industry.
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Major Companies

Major Players AO Smith Corporation

Market Share: 5.6%

Brand Names Maytag

  Milwaukee-based AO Smith Corporation (AO Smith) is a manufacturer of water-heating equipment and electric
motors serving a diverse mix of residential, commercial and industrial markets primarily in North America. While
most of the company's products are sold in the United States and Canada, AO Smith also generates sales in
developing markets such as China, India and Turkey. Worldwide, the company employs almost 14,000 workers and
has manufacturing operations in the United States and five other countries. In 2020, the company generated $3.9
billion in global revenue (latest data available), with North America accounting for an estimated 73.2% of global
revenue.

The company's North American division is segmented in three segments, which include water heaters and related
parts; boilers and related parts; and water treatment products, representing a respective 60.6%, 6.5% and 6.1% of
global revenue in 2020 (latest data available). AO Smith's water heaters and related parts are the only industry-
relevant operation, accounting for 82.8% of the company's North American operation. However, Canada is projected
to represent a marginal share of industry revenue, with sales and assets accounting for less than 10.0% and 2.0% of
global figures, respectively. Prior the reporting period, AO Smith decided to discontinue water heater manufacturing
at its Fergus, ON, location in 2013, eliminating its largest Canadian location. Of the locations in Canada, one still
manufactures industry relevant products.

During the reporting period, the company acquired Aquasana Inc. in 2016 and Hague Quality Water International in
2017 to further expand its market share in the North American water treatment market. This led to an internal
restructure; however, these recent acquisitions are not industry relevant.

Financial performance

IBISWorld estimates the company's industry-relevant revenue to grow at an annualized rate of 0.3% to total $24.2
million over the five years to 2021. However, the company's profit margin is anticipated to have declined an
annualized 2.2% over the five years to 2021. This decrease in profit can be mainly attributed to commodity prices
rising in 2021 and due to supply shortages from the COVID-19 (coronavirus) pandemic.

 
AO Smith Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 23.8 N/C 3.4 N/C
2017 25.8 8.4 3.7 8.8
2018 27.3 5.8 4.0 8.1
2019 28.9 5.9 4.7 17.5
2020 31.5 9.0 5.5 17.0
2021 24.2 -23.2 3.1 -43.6

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

There are no major players in this industry

  There are no major players in this industry

Other Companies Over the previous decade, operators have rapidly exited the Major Household Appliance Manufacturing industry in
Canada. With the exit of Electrolux AB, Controladora Mabe SA de Cv and AO Smith Corporation, overall industry
revenue has plummeted. Although increased import penetration will meet most of domestic demand in the future,
remaining smaller-scale manufacturers, such as Canadian Curtis Refrigeration Inc., will continue to produce high-
end appliances for niche markets. Not similar to the larger-scale international manufacturers that will compete in the
industry as importers, these companies will rely heavily on labour-intensive production and realize a low profit
margin.

Canadian Curtis Refrigeration Inc.
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  Market Share: 1.6%
  Established in 1934, Ontario-based Canadian Curtis Refrigeration Inc. (Canadian Curtis Refrigeration) manufactures

and sells walk-in cooler and freezer rooms to serve commercial and industrial markets throughout North America.
Most of the company's products are sold in Canada, focused mainly in Ontario. The company's product is
specialized in refrigeration and freezers, specifically walk-in units, both indoor and outdoor, reach-ins and back bars.
The company also sells refrigeration parts. Between the company's three locations, all located in Ontario, there are
an estimated 100 employees. The company is established near its downstream market to guarantee speedy delivery
and installation.

As many smaller operators in the industry, Canadian Curtis Refrigeration produces niche high-end products, known
for the superior design and construction. Prioritizing research and development, throughout the years, the company
released new automatic sliding doors for its products. Over the five years to 2021, it is estimated that the company
has experienced volatile growth due to import penetration. IBISWorld estimates the company will generate $7.1
million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Major Household Appliance Manufacturing industry in
Canada is characterized by a medium level of capital
intensity. In 2021, industry operators are expected to spend
$0.14 on capital investments for every dollar spent on
labour. Expenditures in this industry are focused heavily on
machinery and equipment, rather than property, structures
or vehicles. Over the five years to 2021, capital intensity
has decreased. The decrease in spending on capital partly
reflects manufacturers' decision to delay upgrading their
machinery and equipment over the past five years, when
weak demand forced operators to reduce their costs.

The need for labour in the production process has
remained high, reflecting the manual tasks required for the
assembly of major appliances. As a result, the number of
employees and wages' share of revenue are both forecast
to increase an annualized 2.0% and 1.4%, respectively,
over the five years to 2021. As the industry continues to
shrink, more operators are reliant on making operations
more automated to remain in business. IBISWorld
anticipates capital intensity to rise over the next five years
to 2026.
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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.

Very Low Ease of Entry Very
Unlikely

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

High Rate of Entry Likely 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.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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

The most relevant disruptive force in the Major Household Appliance
Manufacturing industry in Canada is the integration of smart homes.

For example, with the rise of the fourth industrial revolution, also recognized as Industry 4.0, manufacturers are
streamlining operations by using big data and the internet of things. Proper management of data analytics make factories
more efficient. Furthermore, with factories increasing its research and development initiatives, producers are becoming
more interactive and smart homes are expected to bring them together. This enables consumers to easily track energy
consumption, usage and alerts. This trend is also expected to be supported by the overall construction technology trend, as
engineers, developers and manufacturers become more interactive in each step of the development process.

The level of technology change is    Medium

  There have been many important innovations in the Major Household
Appliance Manufacturing industry, including advances in energy and water
efficiency, noise reduction, self-cleaning ovens and weight-sensing washing
machines.

The industry has stayed at the forefront of energy reduction, with developments in energy-efficient motors for washing
machines and refrigerators, in addition to innovation in photovoltaic technologies for water heaters. However, most of
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technological innovation takes place outside of Canada, where the industry is larger, particularly in the United States. For
example, both the Whirlpool Corporation (Whirlpool) and General Electric Company, which no longer manufacture major
household appliances in Canada but import their products into the Canadian market, maintain research and development
facilities in the United States.

Green technology evolution

The evolution of the industry has been driven by the development of linear
technology since the early 1990s.

Whereas electric compressors use rotational movement, linear motors use only one spatial dimension, creating fewer
moving parts. This results in more durable, efficient motors that are able to reduce both noise and energy. All of the
industry's major players now incorporate this technology into their appliances.

In recent years, industry technological innovation has focused on energy reduction, particularly on smart-grid connectivity,
understood as the ability to connect to a modern electrical grid that enables better information collection. Innovation in
smart grid technology has been viewed as vital due to its potential to convey information about appliance use, enabling
manufacturers to improve products' efficiency and reliability. Beginning in 2013, Whirlpool began producing its sixth Sense
Live suite of smart appliances, which include a refrigerator, a dishwasher and a washer and dryer. This product line
incorporates the use of smart grid technology by accessing energy information online, operating automatically in times of
low energy demand when power is relatively inexpensive.

Product changes

Additional technological developments have fostered a range of more
sophisticated functions for traditional household appliances.

The industry has benefited from improvements in various materials, notably the development of new plastics that permit the
production of smaller and lighter appliances, improving product appearance and functionality. Moreover, appliances with
the ability to connect to the internet have been introduced in recent years, providing users with the ability to remotely
monitor refrigerator contents and laundry cycles.

The array of technological developments in the industry has increased the use of automation in the production process,
among other things. Although greater automation has reduced the level of employment in the industry, manufacturers have
increased their spending on labour related to research and development significantly in recent years. Technological
advancement has fostered more competition related to product innovation among operators, reducing potential growth in
profit created through product differentiation.

Revenue
Volatility

The level of volatility is    Medium

  The Major Household Appliance Manufacturing industry in Canada has a
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moderate to high level of revenue volatility.

It is important to note that revenue has sharply fallen 26.4%, 39.5% and 32.4% in 2013, 2014 and 2015, respectively. This
is due to the exit of domestic major players. Since many industry products manufactured in Canada are intended for export,
industry players such as Electrolux AB, AO Smith Corporation and Controladora Mabe SA de Cv relocated facilities to the
United States and Mexico. Consequently, industry revenue has fallen at an increasing rate over the five years to 2021.

Furthermore, commodity prices influenced revenue volatility over the past five years. The world price of steel and rubber
experienced similar dips in 2013, 2014 and 2015, making it difficult for operators to forecast business operations and
expenditures. Similarly, when the price of commodities recovered in 2016 and 2017, industry revenue grew a respective
25.9% and 2.4%, further demonstrating the volatile nature of the industry.

In addition, industry revenue volatility has been influenced by both weak consumer demand and rising import concentration
levels. Per capita disposable income, for example, has risen slowly over the past five years, stunting demand. More
importantly, China's share of domestic demand has expanded from 24.8% in 2016 to an estimated 36.6% in 2021, with the
United States' representing the industry's largest import trader.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

The Major Household Appliance industry in Canada is affected by laws and
regulations that govern the safety of consumer products and set minimum
environmental guidelines that products must meet.

Under the Canada Consumer Product Safety Act (CCPSA), manufacturers are required to provide consumers and
suppliers with information related to safety incidents or product defects that could result in injury. Health Canada, the
Federal body responsible for maintaining and improving health, requires manufacturers to conduct tests and studies that
demonstrate that industry products meet requirements specified by the CCPSA. The CCPSA also requires manufacturers
to comply with packaging, labelling and advertisement standards, prohibiting misleading information related to product
safety.

Industry products are also required to meet minimum energy-efficiency requirements and test procedures that prescribe
methods for testing the energy-efficiency of products. The Energy Efficiency Act of 1992 provides Natural Resources
Canada (NRCan) with the authority to make and enforce regulations on performance and labelling requirements for energy-
using products, including major household appliances. Under the Act, the Energy Efficiency Regulations initiative creates
minimum energy performance standards for industry products. In addition, all energy using products, including major
household appliances, are required to have an EnerGuide label, which provides data for a model's annual energy
consumption.

The Energy Efficiency Act of 1992 also creates guidelines to qualify for Energy Star labelling, an international standard for
energy-efficiency products that was introduced in Canada in 2001. Under a 2007 revision to Energy Star labelling by
NRCan, to be eligible for the Energy Star label, refrigerators must exceed minimum energy efficiency levels by at least
15.0%, compact refrigerators must exceed minimum energy efficiency levels by at least 20.0%, standard-size freezers must
exceed minimum energy efficiency levels by at least 10.0%, compact freezers must exceed minimum energy efficiency
levels by at least 20.0%, dishwashers must exceed minimum energy efficiency levels by at least 25.0% and clothes
washers must use at least 50.0% less water and 20.0% to 50.0% less energy per load than minimum efficiency washers.

Industry
Assistance

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

The Major Household Appliance Manufacturing industry in Canada is
represented by the US-based Association of Home Appliance Manufacturers
(AHAM), which opened its Canadian office in 2012.

Prior to this, the industry was represented by the Canadian Appliance Manufacturers Association (CAMA), a unit of Electro-
Federation Canada, which ceased operations as most remaining manufacturers opted to be represented by AHAM. In
addition to developing and maintaining technical standards for various appliances, AHAM engages in government lobbying
to promote the rights of industry players. The industry is also represented by the Canadian Hardware and Housewares
Manufacturers Association (CHHMA), a lobby group of over 200 companies that manufacture and distribute hardware and
housewares products, including major household appliances.

Tariffs

Under the United States-Mexico-Canada Trade Agreement (USMCA), certain products, including most major household
appliances that come from Canada, Mexico and the United States have low or zero tariff rates when traded between these
countries. However, to be eligible for these benefits, major household appliances must meet minimum Energy Efficiency
Regulations mandated by Natural Resources Canada (NRCan).
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Energy incentives

While the federal government does not offer any financial incentives for installing energy efficient products, some individual
provinces and municipalities do. For example, the government of Alberta provides rebates for consumers that purchase
qualifying Energy Star appliances, such as dishwashers. The government of British Columbia provides a rebate of $150.00
per home that installs qualifying Energy Star products, including refrigerators and washers.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020 as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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
effective

exchange rate
index (Index)

2012 1,308 276 174 143 3,113 644 1,919 170 2,583 131
2013 962 196 113 92.0 2,229 605 1,999 121 2,356 127
2014 582 127 75.0 60.0 1,358 440 2,191 73.7 2,333 119
2015 393 65.4 73.0 59.0 931 302 2,375 51.7 2,466 110
2016 495 102 66.0 53.0 1,030 270 2,450 57.8 2,676 108
2017 507 105 65.0 51.0 1,063 297 2,523 59.0 2,733 110
2018 497 123 64.0 50.0 1,164 295 2,628 62.4 2,829 109
2019 515 112 63.0 49.0 1,270 331 2,617 68.7 2,801 109
2020 469 67.9 66.0 52.0 1,224 319 2,816 66.8 2,967 108
2021 433 94.0 61.0 48.0 1,135 298 2,876 61.9 3,011 115
2022 433 95.2 60.0 48.0 1,128 289 3,982 61.6 4,125 114
2023 427 93.9 59.0 46.0 1,122 286 3,722 61.1 3,863 113
2024 422 92.5 58.0 46.0 1,113 283 3,528 60.6 3,667 113
2025 416 91.5 57.0 45.0 1,103 279 3,353 60.0 3,490 112
2026 411 90.6 57.0 45.0 1,090 276 3,187 59.3 3,322 112

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Canadian
effective

exchange rate
index (%)

2012 2.68 14.6 4.81 5.14 -3.54 1.48 4.78 0.83 4.55 -0.20
2013 -26.5 -29.0 -35.1 -35.7 -28.4 -6.07 4.17 -28.5 -8.78 -3.46
2014 -39.5 -35.4 -33.6 -34.8 -39.1 -27.2 9.59 -39.3 -0.98 -5.82
2015 -32.5 -48.4 -2.67 -1.67 -31.5 -31.4 8.39 -29.9 5.71 -7.83
2016 25.9 55.4 -9.59 -10.2 10.6 -10.6 3.18 11.8 8.50 -1.45
2017 2.36 3.05 -1.52 -3.78 3.20 10.1 2.95 2.07 2.13 1.48
2018 -2.00 17.1 -1.54 -1.97 9.50 -0.68 4.15 5.76 3.54 -0.63
2019 3.70 -8.81 -1.57 -2.00 9.10 12.1 -0.41 10.1 -0.99 -0.57
2020 -8.97 -39.3 4.76 6.12 -3.63 -3.69 7.61 -2.77 5.90 -0.59
2021 -7.76 38.4 -7.58 -7.70 -7.28 -6.59 2.10 -7.34 1.48 6.87
2022 0.02 1.27 -1.64 0.00 -0.62 -2.89 38.5 -0.49 37.0 -1.29
2023 -1.25 -1.37 -1.67 -4.17 -0.54 -1.08 -6.53 -0.82 -6.35 -0.61
2024 -1.36 -1.50 -1.70 0.00 -0.81 -1.23 -5.21 -0.82 -5.07 -0.46
2025 -1.24 -1.09 -1.73 -2.18 -0.90 -1.10 -4.98 -1.00 -4.85 -0.47
2026 -1.30 -0.99 0.00 0.00 -1.18 -1.15 -4.94 -1.17 -4.81 -0.47

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 21.1 74.3 49.3 420 13.0 17.9 54,481
2013 20.4 84.8 62.9 432 12.6 19.7 54,419
2014 21.7 93.9 75.6 429 12.7 18.1 54,271
2015 16.6 96.3 76.8 423 13.1 12.8 55,532
2016 20.5 91.6 54.5 481 11.7 15.6 56,117
2017 20.7 92.3 58.6 477 11.6 16.4 55,503
2018 24.7 92.9 59.4 427 12.6 18.2 53,608
2019 21.7 93.4 64.2 406 13.3 20.2 54,094
2020 14.5 94.9 67.9 383 14.2 18.5 54,575
2021 21.7 95.5 68.8 381 14.3 18.6 54,537
2022 22.0 96.5 66.8 384 14.2 18.8 54,610
2023 22.0 96.3 66.9 381 14.3 19.0 54,456
2024 21.9 96.2 67.0 379 14.4 19.2 54,447
2025 22.0 96.1 67.1 378 14.4 19.4 54,397
2026 22.0 95.9 67.2 377 14.4 19.1 54,404

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Association of Home Appliance Manufacturers
http://www.aham.org

Air-Conditioning, Heating & Refrigeration Institute
http://www.ahrinet.org

Canadian Hardware & Housewares Manufacturers Association
http://www.chhma.ca

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

Industry Jargon ENERGY STAR
An international standard for energy-efficient products. The label identifies major electrical appliances that meet or
exceed the standards set in Energy Efficiency Regulations.

LINEAR MOTOR
A motor that uses linear movement, as opposed to rotational, to increase performance and reduce energy costs.

SMART APPLIANCE
An appliance that operates when electricity is the least expensive and most abundant, which is determined by
communicating with the electric meter.

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
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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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