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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:

• Honda Canada Inc. and Stellantis Canada have idled production plants in early 2021 as a result of a global
semiconductor chip shortage. This shortage is not expected to dissipate for some time as it takes time to
significantly increase production of these components. This is expected to constrain industry revenue growth in 2021
and 2022. For more detail, please see the Current Performance chapter.

• The largest market for the industry is exports to the United States. Thus, any pandemic-related developments in
the United States affect the industry. The recovery of this market is tethered to how quickly the United States can
reach herd immunity, which would likely lead to a full reopening of the US economy. This would also most likely lead
to increased consumer confidence and lower unemployment and a subsequent rise in demand for new vehicles.
However, long delays in the distribution of the vaccine would negatively affect the industry's recovery in 2021.

· Major automakers, such as Honda Canada Inc. and Stellantis Canada, temporarily closed North American factories
between March 2020 and May 2020. This undoubtedly affected production and trade for the Canadian Car and
Automobile Manufacturing industry as revenue fell 34.1% and exports declined 28.3% in 2020.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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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 Companies in this industry manufacture cars and automobile chassis. These companies, referred to as automakers,

typically produce cars, including electric cars, in assembly plants. The manufacture of light trucks, such as vans,
pickups and SUVs; and heavy trucks is excluded from this industry. In addition, crossover vehicles (CUVs) are
excluded from this industry as well, despite being built on car chassis.

Major Players FCA Canada Inc.

Honda Canada Inc.

Main Activities The primary activities of this industry are:

Automobile assembly

Automobile chassis manufacturing

The major products and services in this industry are:

Compact cars

Full-sized sedans

Specialty cars
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Supply Chain

SIMILAR INDUSTRIES

SUV & Light Truck Manufacturing
in Canada

Truck & Bus Manufacturing in
Canada

Truck, Trailer & Motor Home
Manufacturing in Canada

Auto Parts Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Car & Automobile
Manufacturing

Car & Automobile Manufacturing
in the US

Fire Truck Manufacturing Armored Vehicle Manufacturing

Motor Vehicle Manufacturing in
Australia

Motor Vehicle Manufacturing in
the UK

Automobile Manufacturing in
China

Motor Vehicle and Parts
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$10.7bn
Revenue

Annual Growth

2016–2021

-15.4%

Annual Growth

2021–2026

2.9%

Annual Growth

2016–2026

 

$193.1m
Profit

Annual Growth

2016–2021

-25.5%

  Annual Growth

2016–2021

 

1.8%
Profit Margin

Annual Growth

2016–2021

-1.6pp

  Annual Growth

2016–2021

 

38
Businesses

Annual Growth

2016–2021

-3.3%

Annual Growth

2021–2026

-1.6%

Annual Growth

2016–2026

 

10,287
Employment

Annual Growth

2016–2021

-11.9%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

$739.2m
Wages

Annual Growth

2016–2021

-13.6%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from new car dealers

12.6%
World price of steel

-0.2%
Consumer confidence index

1.1%
Per capita disposable income

1.3%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Steady   Competition

Medium / Increasing

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

High

  Concentration
High   Technology Change

High

  Industry Globalization
High / Increasing

 

Key Trends

 Some improvement in certain economic indicators are
expected to slightly slow revenue contraction

 Imports are an integral component of international trade and
competition to the industry

 As factories have closed, the number of industry
establishments has decreased

 Despite the positive economic outlook, the industry is not
expected to recover to prepandemic levels

 Due to the importance of exports to industry revenue,
international trade can substantially affect growth

 The number of production facilities will likely decline as
some operators exit the industry

 The price of key inputs are expected to rise during the
period, straining industry profit



Car & Automobile Manufacturing in Canada May 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Revenue per Employee

   

WEAKNESSES

  Decline Life Cycle Stage

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Demand from new car dealers
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Executive Summary Hit the gas: An improving macroeconomic climate will likely support
industry revenue growth

Over the five years to 2021, the Car and Automobile Manufacturing industry in Canada has struggled to recover as
many automakers have moved operations abroad. Dissuaded by high labour costs in Canada, many automakers
have shifted investments toward Mexico and the United States. As a result, output has fallen from Canada's biggest
car producers while remaining operations have increasingly focused on vehicle production that falls outside of the
industry such as sport utility vehicles (SUVs). Also, exports, which are estimated to account for more than 92.0% of
industry revenue in 2021, have decreased in recent years due to less production capacity as a result of off-shoring
and temporary plant closures due to a global semiconductor chip shortage. Import penetration has risen at a steady
rate, further exacerbating industry revenue declines during the period. As a result, industry revenue is expected to
fall an annualized 15.4% to $10.7 billion over the five years to 2021. This includes an increase of 9.1% in 2021 alone
as the semiconductor chip shortage and the COVID-19 (coronavirus) pandemic continue to weigh the industry down
in early 2021.

Industry operators have gradually scaled back domestic operations in favour of manufacturing in other countries.
Operators in Mexico benefit from lower wage costs, which can be passed on to downstream markets in the form of
lower selling prices. Alternatively, the United States has experienced a surge in reshoring activity due to greater
government support for manufacturing operations. The price of key inputs for cars, such as steel and semiconductor
chips, are also expected to rise during the period, further straining industry profit. These trends, coupled with wages
falling at a slower rate than revenue, has ultimately brought industry profit down over the five years to 2021.

Over the five years to 2026, SUVs and light trucks are expected to either maintain or increase their share of vehicles
purchased, stifling demand and revenue growth for industry operators. Furthermore, automakers may continue their
off-shoring strategies, moving production to the United States and Mexico, which may likely constrain the level of
production in Canada. The United State-Mexico-Canada Agreement may also lead to more import competition as
North American-produced cars, including those manufactured in Canada, will likely become more expensive. While
these trends are forecast to lead to industry revenue not recovering to prepandemic levels during the outlook period,
a relatively low base for revenue due to the temporary idling of plants amid the pandemic means that an improving
macroeconomic climate should support revenue growth. As a result, industry revenue is expected to increase an
annualized 2.9% to $12.4 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

Since international trade is an integral component of the industry, revenue tends to ebb and flow with fluctuations in
the value of the Canadian dollar. An appreciating dollar typically leads to declining exports, which has a negative
effect on industry revenue. By contrast, a depreciating loonie typically results in exports growing. The Canadian
effective exchange rate index is expected to increase in 2021, posing a potential threat to the industry.

 

Demand from new car dealers

Events that unfold in the Canadian New Car Dealers industry (IBISWorld report 44111CA) largely reflect the
performance of the automotive industry as a whole. When consumer demand for new cars rises, new car dealers will
likely be more inclined to demand new inventory for their showrooms. Demand from new car dealers is expected to
increase in 2021, representing a potential opportunity for the industry.

 

World price of steel

Steel is a key input in the production of automobiles and represents a significant cost to automakers. High steel
prices lead to cost pressures that cannot always be passed on to consumers, which decreases industry profit. The
world price of steel is expected to increase in 2021.

 

Consumer confidence index

Consumer confidence plays an important role in determining consumer demand for new cars. When consumer
confidence falls, consumers generally postpone purchases of new vehicles, which negatively affects industry
revenue, and the opposite occurs when it rises. The Consumer Confidence Index is expected to increase in 2021.

 

Per capita disposable income

The level of disposable income plays an important role in determining consumer demand for new cars. When
disposable income falls, consumers generally postpone purchases of new vehicles. For example, disposable income
fell during the 2008 and 2009 recession and the effects of the decline flowed upstream to automakers. Per capita
disposable income is expected to decrease in 2021.
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Current
Performance

Over the five years to 2021, revenue for the Canadian Car and Automobile
Manufacturing industry is anticipated to decrease significantly.

Automakers have gradually slowed down auto-related investment, and in many cases, moved operations abroad
entirely, facilitating this contraction. For example, Toyota Motor Manufacturing Canada Inc. exited the industry in
early 2019 as it moved its Corolla production to Mexico, causing industry-wide declines, including revenue, wages
and employment. The United States and Mexico have been the biggest beneficiaries of this trend due to their
respective competitive advantages and proximity to major automotive markets. Furthermore, the domestic
automotive sector has been characterized by a shift to sport utility vehicles (SUV) and light truck manufacturing
(IBISWorld report 33611bCA), which serves as the primary source of external competition to this industry.

Some improvement in certain economic indicators, particularly at the consumer level, are expected to slightly slow
revenue contraction. Per capita disposable income is anticipated to increase at an annualized rate of 1.6% over the
five years to 2021, and this trend has encouraged solid sales of vehicles, although many vehicles were imported or
are larger vehicles that are not industry-relevant, such as SUVs and light trucks. This intense import penetration has
occurred despite a depreciating Canadian dollar, as measured by the Canadian effective exchange rate (CEER)
index, which is anticipated to decline an annualized 0.1% over the five years to 2021. This depreciation has only
partially supported exports, but has ultimately been unable to stymie an industry-wide decline. Moreover, demand
from new car dealers (44111CA) has been robust, but has also been susceptible to import competition.

Thus, due to these countervailing trends, industry revenue has fallen an annualized 15.4% to $10.7 billion over the
five years to 2021, including a decline of 34.1% in 2020 alone. The major decline in 2020 is attributed to two main
reasons. The first reason was General Motors of Canada Company closing its Oshawa, ON, car assembly plant in
late 2019 and converting it to a metal stamping part facility. Furthermore, the COVID-19 (coronavirus) has led to
dampened downstream demand and temporary factory closures that have reduced overall production output.
However, while the industry was expected to initially recover quickly in 2021 amid vaccinations being distributed and
an improving macroeconomic climate, a global semiconductor chip shortage has led to production issues, with both
major players temporarily idling their plants in early 2021. This means that industry recovery is likely to be
substantially subdued, with industry revenue expected to rise only 9.1% in 2021.

RELIANCE ON THE UNITED STATES

Exports are crucial in dictating the rate of industry growth, as they are
expected to account for 92.8% of revenue in 2021 with more than 95.0% of
these exports are destined for the United States alone.

Therefore, the performance of the industry ebbs and flows with export fluctuations to the United States, its largest
trading partner. This strong trade relationship has helped bolster revenue during the beginning of the period. As
demand for cars from the United States remained strong prior to the coronavirus pandemic, the domestic industry
benefited, especially as US consumers experienced greater disposable income levels, falling unemployment and
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easier access to financing. All of these factors encouraged many US consumers to purchase new cars. While the
pandemic has put a halt to this, it is expected that demand from the United States will once again rise in 2021.

Strong demand has flowed through to Canadian automobile production, but has been unable to stifle overall
declines. Automakers have increased production in the United States and Mexico, which has negatively affected
export growth from Canadian facilities. Nevertheless, the CEER index, which measures the strength of Canada's
currency compared with its major trading partners, is expected to decrease, making Canadian exports more
appealing in foreign markets. Moreover, China has become a larger export destination, increasing its share of
exports over the past five years. However, even the depreciation of the loonie has been unable to offset production
relocation and diminishing prospects for Canadian car production as more automakers produce higher-margin SUVs
and trucks. As a result, the value of industry exports will likely decrease an annualized rate 14.4% to $9.9 billion
over the five years to 2021, negatively affecting industry revenue.

Imports are an integral component of international trade and competition to the industry. Expected to satisfy 92.9%
of domestic demand in 2021, imports' share of demand has been steadily rising over the past five years. This trend
is largely due to increasing production in Mexico and the United States, which together are expected to account for
71.3% of imports in 2021. The United States–Mexico–Canada Agreement and its predecessor, North American Free
Trade Agreement, lower trade barriers between North American countries, are largely responsible for import
penetration growth over the five years to 2021. Moreover, demand for certain vehicles boosts import growth
because they are only manufactured abroad. However, the value of industry imports will likely fall an annualized
10.7% to $10.2 billion over the five years to 2021, providing evidence that Canadians are changing their preferences
for different types of automobiles that are not produced domestically. It is important to note that international trade
will likely be affected in 2021 due to the coronavirus pandemic weighing on demand and a global semiconductor
chip shortage that has reduced production of automobiles globally, meaning it is likely that less automobiles will be
available to be imported to Canada.

LABOUR WOES AND PROFIT FLUCTUATIONS

Wage costs represent a major hurdle for Canadian automakers.

Generous labour compensation increases costs for automakers and puts downward pressure on profit. In turn, many
international manufacturers have considered Mexico and the United States as more appealing destinations in
comparison and have moved production out of Canada. The Unifor union holds a lot of negotiating power and is
able to maintain or raise wage costs for industry operators. However, the union also focuses on keeping
manufacturing capacity in Canada, which results in frequent concessions. This, coupled with industry operators
reducing the number of employees in 2020 to reduce operating expenses amid economic uncertainty, means that
industry wages are expected to decrease, falling an annualized 13.6% to $739.2 million over the five years to 2021.
This has increased wages' share of revenue since it has decreased at a slower rate than revenue.

The average industry profit margin is expected to decline for a variety of reasons during the current period. Input
costs are expected to rise; for example, the world price of steel is expected to increase an annualized 12.6% over
the five years to 2021. In addition, the price of semiconductors and electronic components, many of which are
sourced from the United States, is expected to increase over the past five years, as a shortage in semiconductor
chips occurs in early 2021. With purchase costs accounting for more than 80.0% of an average manufacturer's cost
structure, the cost of materials has a major effect on the industry. Furthermore, increasing wages as a share of
revenue has put downward pressure on industry profit. As a result, industry profit, measured as earnings before
interest and taxes, is expected to account for 1.8% of revenue in 2021. As factories have closed and production
transitions away to nonindustry-relevant production of SUVs and light trucks, the number of industry establishments
is forecast to decrease, declining at an annualized rate of 3.9% to 41 locations 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)

Average price
of a new

passenger car

($)
2012 24,912 2,239 34.0 31.0 19,141 21,165 16,060 1,677 19,807 26,753
2013 23,695 2,445 41.0 38.0 18,726 19,769 16,221 1,512 20,146 27,179
2014 23,498 2,360 53.0 48.0 17,357 19,361 16,633 1,374 20,770 27,647
2015 26,427 2,756 50.0 45.0 18,870 22,609 19,211 1,549 23,029 28,675
2016 24,710 2,607 50.0 45.0 19,393 21,620 17,862 1,533 20,951 29,892
2017 22,465 2,255 52.0 47.0 19,121 19,877 19,098 1,471 21,686 31,313
2018 19,719 1,739 55.0 50.0 15,803 17,118 17,611 1,174 20,211 32,288
2019 14,909 1,517 47.0 43.0 12,989 12,844 13,236 950 15,301 34,048
2020 9,832 841 42.0 38.0 9,945 9,203 9,912 707 10,541 35,808
2021 10,725 1,048 41.0 38.0 10,287 9,948 10,170 739 10,947 37,273
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Industry Outlook
Outlook Over the five years to 2026, the Car and Automobile Manufacturing

industry in Canada is expected to expand only slightly as 2021 is
expected to represent a relatively low base year for the industry.

Additionally, consumers are expected to shift from buying sedan cars to sport utility vehicles (SUVs), crossovers and
light trucks, which will likely weight down industry growth. Production-related labour costs in Canada will likely prove
undesirable to major international automakers, encouraging a continued capacity shift to Mexico and the United
States. In addition, trade agreements and the removal of protectionist measures may present greater opportunities
for international carmakers in low-wage countries, diverting resources from the ailing Canadian industry. Plus,
international trade is expected to be slightly affect by an anticipated appreciating Canadian dollar, as measured by
the Canadian effective exchange rate (CEER) index, which is expected to increase at an annualized rate of 0.1%
over the five years to 2026, simultaneously making Canadian exports less attractive. However, this change is not
expected to significantly affect the overall direction of the industry.

The industry was initially expected to recover quickly in 2021, however, production issues related to semiconductor
chip shortages have led to the expectation that the industry's recovery may be subdued, thus leading to relatively
lower industry revenue. Since it is anticipated that the chip shortage for automakers will likely be handled during the
first half of the outlook period, production for the industry should improve, benefiting industry revenue over the five
years to 2026. An improving macroeconomic climate as the Canadian economy recovers from the fallout brought
upon by the COVID-19 (coronavirus) pandemic is also expected to benefit the industry. Chiefly, the improving health
of the Canadian economy is likely to bolster new vehicle sales. IBISWorld estimates that new vehicle sales are
projected to grow an annualized 3.2% over the five years to 2026, bolstering downstream demand from crucial
domestic markets. Additionally, demand from new car dealers is expected to rise an annualized 2.2% during the
same period. However, passenger cars are steadily being replaced by SUVs and trucks, but it is uncertain whether
this will continue or reach a steady level. Rising disposable income levels are expected to further stimulate new
vehicles sales. In addition, if historically low interest rates stemming from the pandemic continue during the outlook
period, it may encourage consumers to purchase new vehicles due to lower borrowing costs. However, despite the
positive economic outlook, the industry is not expected to recover to prepandemic levels, unless it is announced that
industry-relevant electric vehicle models will start to be manufactured in Canada during outlook period. However,
only new electric and hybrid SUVs and pickup truck models have been announced to be manufactured in Canada
over the next five years, which are not industry relevant. Overall, industry revenue is expected to increase an
annualized 2.9% to $12.4 billion over the five years to 2026.

INTERNATIONAL TRADE

Due to the importance of exports to industry revenue, international trade
conditions can substantially affect growth.

After years of negotiations, the European Union and Canada approved and signed the Comprehensive Economic
and Trade Agreement (CETA) in October 2016 and was implemented in late 2017. The trade agreement provides
duty-free trade between Canada and the European Union for 98.0% of industrial products and enables Canada to
export 100,000 vehicles to the European market tariff-free each year. According to the Automotive News Canada
article, “Canada's auto sector to gain from European trade deal, says budget watchdog”, Canadian automakers
exported only 14,000 vehicles to Europe, while Europe exported in excess of 120,000 vehicles to Canada in 2016
(latest data available). However, with industry production expected to only increase slightly in Canada, the CETA will
likely not be able to even out the trade imbalance, especially since the trade balance has not drastically changed in
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the years since the CETA was signed. In addition to existing disincentives for investment in Canada, new trade
conditions are likely to ward off international manufacturers.

However, demand from new car dealers is forecast to increase at a faster rate than over the five years to 2021,
which should still encourage industry revenue. However, much of this increase is expected to be absorbed by
imported vehicles. Imports are expected to satisfy 93.2% of domestic demand in 2026 due to an expected
appreciation of the loonie, which will likely place pressure on industry operators. Although one of Canada's most
popular cars, the Honda Civic, is produced domestically, most other models are built in the United States, Mexico,
Japan or Germany. Thus, import penetration will likely claim the large portion of new demand from upstream car
dealers. Overall, the value of industry imports is expected to rise an annualized 5.0% to $13.0 billion over the five
years to 2026.

In addition, Canada already has lower trade barriers with the United States and Mexico due to the United States-
Mexico-Canada Agreement (USMCA). The overall consensus regarding the USMCA and how it will likely shape the
industry over the long-term is still uncertain. For example, Mexico is expected to be a preferred destination for
establishing new production facilities because it has more affordable labour. However, there exists a condition in the
USMCA that stipulates autoworkers' wage rates, which may work to offset this relocation activity. This would make
labour costs higher in Mexico. Regardless, the average wage in Canada is still higher, so the effect is still
undetermined. The USMCA is expected to increase import penetration as North American cars will likely become
more expensive. Lastly, production issues in 2021 that are likely to be contended with early during the outlook
period and a global economic recovery means that export are expected to be grow from a relatively low 2021 figure.
As a result, the value of industry exports is anticipated to rise an annualized 2.9% to $11.5 billion over the five years
to 2026.

INDUSTRY LANDSCAPE

The average industry profit margin is expected to increase due to an
anticipated decline in the price of semiconductors and electronic
components during the outlook period.

In 2021, the semiconductor chip shortage has led to heightened prices, and these components continue to be
increasingly used more as automobiles become more technologically advanced. In addition, the price of steel, a
major input for automobiles, is also expected to decline. As purchases generally compose in excess of 80.0% of an
operator's cost structure, the changing price of raw materials can dramatically affect profitability. Wages are also
projected to rise, increasing an annualized 0.7% to $764.7 million over the five years to 2026, as the industry
recovers from the coronavirus pandemic. Employment is expected to rise in line with wages.

Moreover, despite the anticipated rise in demand for automobiles, the number of production facilities is expected to
decline as some operators are projected to exit the industry entirely. The number of industry establishments is
anticipated to decrease an annualized 1.5% to 38 locations over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Average price
of a new

passenger car
 ($)

2021 10,725 1,048 41.0 38.0 10,287 9,948 10,170 739 10,947 37,273
2022 11,907 1,225 41.0 37.0 10,805 11,038 11,458 785 12,327 38,796
2023 12,058 1,235 40.0 37.0 10,714 11,168 11,903 782 12,794 40,378
2024 12,177 1,241 40.0 36.0 10,589 11,269 12,253 776 13,160 42,016
2025 12,287 1,243 39.0 35.0 10,452 11,363 12,603 770 13,526 43,709
2026 12,393 1,247 38.0 35.0 10,348 11,453 12,957 765 13,897 45,455
2027 12,497 1,254 38.0 34.0 10,315 11,541 13,319 764 14,275 47,255
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

The market for midsized and large sedans has been contracting

Relocation has threatened the industry

The industry is shifting toward production of sport utility vehicles

The Car and Automobile Manufacturing industry in Canada is in the declining stage of its life cycle, characterized by
increased offshore production to countries with low labour costs, changes in consumer preferences and static
product offerings. Industry value added (IVA), a measure of an industry's contribution to the overall economy, is
expected to decline at an annualized rate of 7.1% over the 10 years to 2026. Comparatively, Canadian GDP is
projected to increase at an annualized rate of 1.7% during the same period. The industry is expected to decline as
industry operators divest domestic operations in favour of the United States and Mexico.

The United States has experiencied a resurgence in reshoring activity due to more flexible labour agreements, in
addition to greater support from the government to retain manufacturing facilities locally. Mexico is also becoming a
popular destination for industry operators due to its relatively low wages. Conversely, above-average wage costs in
Canada have made it an increasingly unappealing location for automobile production. This is evidenced by the exit
of Toyota Motor Manufacturing Canada Inc. from the industry in 2019 as it moves its Corolla production to Mexico,
eviscerating its passenger car production capacity in Canada. The plant that manufactured the Corolla will now
manufacture the Toyota RAV, which is not included in this industry. This susceptibility to global trade and relocation
also situates the industry in decline rather than maturity. General Motors of Canada Company also transformed its
car assembly plant in Oshawa, ON, to an aftermarket parts plant in 2019, effectively leaving the Canadian industry.

Over the 10 years to 2026, the world price of oil is expected to influence the performance of the industry. Oil is a
major running cost for automobiles. As a result, the price of crude oil has historically dictated whether consumers
purchase passenger vehicles or less fuel-efficient sports utility vehicles (SUVs) and trucks that carry a higher price
point. However, global trends in the oil sector mean that oil prices are not expected to rise significantly, compared
with the high prices exhibited prior to the five years to 2021. This slightly lessens the substitution effect of
consumers choosing between cars and SUVs due to fuel costs. Although high oil prices typically result in greater
demand for smaller vehicles, it also encourages consumers to use public transportation, negatively affecting industry
demand. While some new product lines have emerged over the past five years and greater advancement in electric
vehicles is anticipated over the five years to 2026, production is expected to generally shift abroad. As a result, the
industry will likely continue to be in the declining stage of its life cycle, unless significant policy is enacted or trade
events occur to change the current economic environment.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

New Car Dealers in Canada

Automobile Wholesaling in Canada

Car Rental in Canada

2nd Tier

Public Administration in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Battery Manufacturing in Canada

Auto Parts Manufacturing in Canada

Automobile Electronics Manufacturing in Canada

Automobile Engine & Parts Manufacturing in Canada

Audio & Video Equipment Manufacturing in Canada

2nd Tier

Iron & Steel Manufacturing in Canada

Aluminum Manufacturing in Canada

Screw, Nut & Bolt Manufacturing in Canada

Metalworking Machinery Manufacturing in Canada

Products & Services

  To address consumers' changing preferences, automakers in the
Canadian Car and Automobile Manufacturing industry have been
overhauling their product portfolios.

Fuel efficiency has become a top design concern for manufacturers, with more car models featuring hybrid-electric
drivetrains, smaller forced-induction engines and more advanced transmissions delivering fuel economy gains.

COMPACT CARS

The compact car segment is expected to make up 54.3% of industry
revenue in 2021.

Compact cars offer exceptional fuel economy, but consumers must submit to limited legroom and smaller engine
options. Most cars in this segment come with four-cylinder engines, although six-cylinder options are available as
well. This segment is primarily composed of the Honda Civic. This segment also used to include the Toyota Corolla,
which represented a much larger share of the product segment, however, Corolla production has been shifted
abroad. Compact vehicles, while they offer a range of technological amenities, can be purchased with little
convenience features in a bare-bones fashion, contributing to their low price point. As a result, this segment's share
of revenue has increased over the five years to 2021.

FULL-SIZED SEDANS

Full-sized sedans are expected to compose of 45.6% of industry revenue
in 2021.
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Models that are manufactured in Canada include the Chrysler 300, Dodge Challenger and Dodge Charger,
manufactured by Stellantis Canada. The Chevrolet Impala, manufactured by General Motors of Canada Company,
was previously included in this category. Environmental consciousness has encouraged consumers to purchase
more fuel-efficient cars instead of less environmentally friendly gas guzzlers. These vehicles are generally more
expensive than compacts, but also typically include a broader array of convenience, technological and entertainment
options to add on, offering the greatest range of possibilities. However, this segment has declined as a share of
revenue during the period and is expected to decline over the five years to 2026 as consumers opt for crossover
vehicles and SUVs, which are not included in this industry. This is due to the additional space that crossover
vehicles provide, which, according to the consumer, make up for the higher marginal costs of buying these types of
vehicles, compared with full-sized sedans.

SPECIALTY CARS

Unlike the other product segments of this industry, specialty cars include
custom-made cars or supercars.

The Ford Grand Turismo, which is manufactured by Multimatic Inc., is included in this segment. These cars can sell
for more than $600,000 and are not for the typical consumer. However, these cars comprise a minimal share of the
industry's production, accounting for an estimated 0.1% of industry revenue in 2021. This segment's share of
revenue has remained steady over the past five years.

Demand
Determinants

Demand for new automobiles that are produced in the Canadian Car and
Automobile Manufacturing industry depends largely on macroeconomic
indicators, such as levels of disposable income, employment rates,
consumer confidence and the cost of operating a vehicle.

Overall, price tends to be the most significant factor leading a consumer to purchase a new car. Moreover,
consumer confidence, which is enhanced by higher levels of disposable income, plays an important role in the
buying decision. For example, when households are more optimistic about their financial position, they are more
likely to invest in big-ticket items, such as cars. During periods of economic instability, households are generally
pessimistic about the state of the economy, curtailing additional spending and encouraging individuals to hold onto
their cars for longer. For example, consumer purchases of automobiles were negatively affected in 2020 due to the
COVID-19 (coronavirus) pandemic as consumers decided to save their income, despite record low financing costs.

Moreover, since trade is an integral component of the industry, fluctuations in the value of the Canadian dollar
relative to other currencies have a direct influence on industry performance. The appreciation of Canadian dollar
may result in domestic goods becoming more expensive for operators abroad, and thus, less desirable. Conversely,
the depreciation of the Canadian dollar may result in domestic goods becoming more affordable for downstream
markets abroad, and therefore, more attractive. At the same time, emerging economies across the world have driven
up demand for new passenger vehicles due to increasing infrastructure development, which has slightly increased
the international market for Canadian automobiles.

Technological advancements are also crucial for spurring demand for new vehicles. Internet connectivity,
navigational systems, entertainment systems, memory devices and driver assistance programs, among other
notable developments, help boost the utility of an automobile while also easing concerns about the dangers of
driving. These trends go hand in hand with the costs to operate a vehicle. As a result, if a consumer can get more
uses out of a similarly priced vehicle, it can spur demand for technologically advanced cars.

Finally, environmental concerns play an increasingly important role in determining demand for new passenger
vehicles. Over the past decade, concerns about greenhouse gases and fossil fuel pollution have shifted public
opinion on cars, with many households opting for more efficient vehicles or forgoing private transportation in favour
of public alternatives when possible. In addition, shifting demographics results in a larger portion of populations
across the world lives in cities than ever before. This reduces the need for personal vehicles at the consumer level
while boosting enterprise vehicle purchases for those that cater to these demographics.
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Major Markets

  EXPORTS

The primary market for products produced in the Canadian Car and
Automobile Manufacturing industry is the export market.

Exports dominate the industry landscape, accounting for an estimated 92.8% of industry revenue in 2021. According
to the Canada Trade Data, more than 95.0% of all automotive exports are destined to cross the border into the
United States. However, over the five years to 2021, the export market has been volatile, ultimately causing this
segment's share of revenue to increase. A relatively stronger US market in 2020 and most likely in 2021, and a
depreciating Canadian dollar are likely to help increase demand for Canadian car exports on a relative basis.

However, increasing production in the United States and Mexico, coupled with changes in consumer preference to
sport utility vehicles and light trucks, has slowed export growth from Canadian facilities. Furthermore, demand for
new automobiles in Canada and the United States hinge greatly in how fast each country can safely reopen its
economy, which depends on the speed and effectiveness of vaccination efforts. If the United States vaccinates its
population at a faster rate than Canada while reopening safely, the export market for the industry may increase as a
percentage of industry revenue as its economy would likely recover quicker and vice versa. For more information,
refer to the International Trade section of this report.

DOMESTIC

Other market segments include dealerships, automobile wholesalers and
the government, although governmental bodies often use distributors as a
liaison between manufacturers and themselves.

Dealers sell most of their vehicles directly to consumers, while wholesalers sell vehicle fleets to a variety of
enterprises. Demand from dealerships predicates on consumer demand for new cars, while demand from vehicle
wholesalers is driven by business investment and gasoline prices. Overall, dealerships are expected to account for
4.8% of industry revenue, while wholesalers and distributors comprise 2.4% of revenue in 2021. Since the export
market has grown at a faster rate during the period, this segment has fallen as a share of revenue during the period.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Decreasing

While long-term trade trends are evident in the Canadian Car and Automobile Manufacturing industry, economic
disruption stemming from spread of COVID-19 (coronavirus) has caused concern for automakers in Canada and
globally. Honda Canada Inc. and Stellantis Canada temporarily closed North American factories between March
2020 and May 2020, which drastically affected the volume of cars manufactured for export in 2020. Furthermore, the
semiconductor shortage in early 2021 has led to both companies temporarily suspending production lines, which is
likely to weigh in on production and exports.

Exports

Trade plays an integral role in the industry. In 2021, exports are expected to account for 92.8% of industry revenue,
up from 87.5% in 2016. Overall, exports as a share of industry revenue are expected to grow due to a confluence of
factors, primarily guided by the depreciation of the Canadian dollar. A relatively weak loonie encourages exports by
making domestic goods more competitive on the global market. However, exports in absolute terms are expected to
fall, declining at an annualized rate of 14.4% to $10.0 billion over the five years to 2021, as the pandemic led to a
major decline in exports in 2020 and is expected to weigh down on the recovery of export volumes in 2021.

Export activity hinges on trade with the United States, as it is expected to account for 96.3% of exports in 2021.
Since most exports are destined for the United States, the total level of exports has fallen dramatically as the US
economy weakened due to the pandemic during the current period, despite an appreciating US dollar compared with
the loonie.

The most significant growth in export value is demonstrated by Chinese purchasers. China represented less than
0.1% of industry exports in 2016, rising to an estimated 1.3% in 2021, despite China's manufacturing prowess.
IBISWorld expects this transition to continue as key automakers continue to manufacture some of their less
standardized automobiles in developed countries. Plus, since most automakers have different models for individual
regions, product diversity is expected to sustain this rise in demand moving forward.

Imports

Imports also heavily influence this industry, as they are expected to satisfy 92.9% of domestic demand in 2021, up
substantially from 85.3% in 2016. This is despite a weak loonie, which should serve to discourage import
competition by making foreign goods more expensive relative to domestically produced automobiles. Most imports
are sourced from the United States and Mexico, as they are anticipated to account for 58.4% and 12.9% of imports,
respectively, in 2021. This can be attributed to increasing foreign investment in new facilities across Mexico and the
Southern United States, generally due to government incentives and lower wage costs. Moreover, the United
States–Mexico–Canada Agreement (USMCA), which reduces trade barrier between the three countries, facilitates
these capacity increases to directly influence the Canadian market, with lower prices and greater availability,
uprooting the relative protection that a weak Canadian dollar would have normally afforded to industry operators.
Japan and South Korea are also important sources of imports, representing an estimated 10.1% and 8.2% of
industry imports in 2021 due to manufacturers such as Subaru Corporation and the Hyundai Motor Group, which do
not have production capabilities domestically.
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Business
Locations

  The spread of establishments within the Canadian Car and Automobile Manufacturing industry is most heavily concentrated within
Ontario, accounting for 72.5% of industry establishments in 2021. Ontario is the premier location for multinational automakers'
operations due do its proximity to the US border, with key suppliers and distributors close by. Ontario is home to the
manufacturing facilities of all of the major players in this industry, including Honda Canada Inc. and Stellantis Canada. Quebec
contains the second-largest share of industry establishments, at 12.2% in 2021. All other provinces account for less than 10.0% of
establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Car and Automobile Manufacturing industry in Canada carries a high level of market share concentration, with
the top three operators accounting for an estimated 83.6% of industry revenue in 2021, two of which, Stellantis
Canada and Honda Canada Inc., control 82.3% of industry demand. The industry landscape is dominated by these
two key automakers that compete on a global level. Ultimately, automakers sometimes switch production between
small- and mid-sized cars, which are industry-relevant, and sports utility vehicles (SUVs) and vans, which are not.
As a result, major players can suddenly exit the industry, as is the case with Toyota Motor Manufacturing Canada
Inc. (Toyota Canada), which announced the termination of Corolla production in Canada, thereby eliminating its
presence in the industry. Despite the differences between these two types of vehicles, they share many design
features. This enables manufacturers to shift production capacity in and out of the industry, changing market share
concentration. Additionally, automakers have moved production facilities to Mexico in recent years, decreasing their
presence in Canada. Moreover, the United States-Mexico-Canada Agreement and Toyota Canada's exit may further
encourage others to relocate while centralizing SUV and truck production domestically as many others have done.

Key Success
Factors

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

Establishment of export markets:
Exports play an integral role in determining the pace of industry revenue growth. Development of export markets is
crucial for an operator's success.

Optimum capacity utilization:
Operators must keep all plants and facilities running efficiently. Running an inefficient plant or facility can put
immense downward pressure on a business's bottom line.

Ability to negotiate with workers' union:
Unifor, the labour union that represents Canadian auto workers, has significant bargaining power. This can lead to
work stoppage and higher labour costs.

Access to the latest available and most efficient technology and techniques:
The degree of investment in technological improvements and product development is important. In the current
environment, the development of fuel-efficient, hybrid and alternative-fuel vehicles has been crucial for competitive
purposes.

Supply contracts in place for key inputs:
Close relationships with suppliers and good distribution channels are important. Manufacturers need to be able to
access parts on a timely basis to ensure the smooth flow of production. Good distribution channels are needed to
minimize supply chain costs.

Adaptability of operations to comply with social distancing protocols:
Many companies temporarily suspended operations in their factories at the height of the COVID-19 (coronavirus)
pandemic to mitigate the spread of the virus. Factories have since reopened and have adjusted their production
lines.
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Cost Structure
Benchmarks

  Profit

Industry profit has fluctuated over the five years to 2021. These
oscillations have coincided with underlying commodity prices,
particularly in 2016 when many commodity prices collapsed
simultaneously, including industry inputs, such as steel and aluminum.
However, both aluminum and steel prices have since recovered,
resulting in a decrease in profitability over the past five years.
Furthermore, the COVID-19 (coronavirus) pandemic led to the
temporary closure of automotive assembly facilities in early 2020 to
mitigate the spread of the virus. The existence of high fixed costs to
manufacture industry products means that sharp declines in production
typically leads to operating at a loss or experience severely constrained
profit. While industry profitability is expected to improve in 2021, a
semiconductor chip shortage in the first half of 2021 has led to
production issues, which is likely to slow down profit growth. Overall,
industry profit, measured as earnings before interest and taxes, is
expected to account for 1.8% of revenue in 2021.

 

  Wages

Wages are expected to account for 6.9% of industry revenue in 2021,
up from 6.2% in 2016. Wage costs have fallen over the past five years,
as has employment due to various companies leaving the industry.
However, revenue has fallen at a faster rate. In addition, operators
have increasingly relied on automation to minimize labour costs,
reducing production employment, but thereby increasing the number of
technicians and engineers at their disposal. The Unifor union plays an
important role in determining the wage scale for the average industry
operator. The union's ability to maintain lucrative labour contracts tends
to inflate the average industry wage, which has remained between
$71,000 and $80,000 over the past five years.
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  Purchases

Purchase costs consistently account for the largest share of industry
revenue at 82.7% in 2021. Purchases consist mostly of raw materials
used as input goods in the manufacturing process and the cost of
sourcing several components and vehicle parts from various suppliers.
These include vehicle components, from engines and transmissions to
radiators and electronics. The world price of steel and the price of
nonferrous metals plays a large role in purchase costs for industry
operators due to the importance of these materials in many upstream
components. The aforementioned volatility in steel and aluminum prices
in particular have influenced purchasing costs in recent years and have
resulted in high levels of purchase costs, although this share of revenue
has fluctuated. Companies may manage cost fluctuations by
purchasing parts under contract with suppliers, which usually include
provisions mandating annual price decreases, or manufacturing
components themselves. Automakers typically have very long-term
relationships and contracts with a handful of large automotive suppliers.
As a result of the coronavirus pandemic, a shortage in semiconductor
chips in 2021 has led to upward pressure on purchasing expenses.

 

  Marketing

While automakers manufacture the distribution of vehicles, they
generally do not advertise their specific manufacturing processes.
Therefore, marketing is expected to account for 0.3% of industry
revenue in 2021.
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  Depreciation

Depreciation is expected to make up 1.1% of industry revenue in 2021,
up from 1.0% in 2016. Depreciation has risen slightly over the past five
years as revenue has decreased while depreciation expenses have
stayed fairly fixed. However, much of this investment is focused on
maintenance. The lack of investment in new industry-relevant
operations is reflective of the overall state of the Canadian industry,
which is losing capacity to Mexico and the United States, evidenced by
Toyota Motor Manufacturing Canada Inc.'s intention to move its Corolla
production, its most widely sold vehicle, to Mexico in 2019.

 

  Rent

Rental costs are expected to account for 0.8% of industry revenue in
2021. Industry operators typically lease certain equipment for
production.

 

  Utilities

Utility costs, which include electricity, have remained relatively steady
over the past five years, comprising an estimated 0.4% of industry
revenue in 2021.

 

  Other Costs

Other costs associated with this industry include research and
development (R&D), insurance and interest expenses. Industry
operators have increased research and development as they attempt to
innovate more quickly and efficiently than their competitors. Auto
manufacturers invest in R&D to engineer new technologies to obtain a
competitive advantage. Overall, other expenses account for an
estimated 6.2% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Car and Automobile Manufacturing industry
compete primarily on the basis of vehicle price, fuel economy, reliability,
styling, utility and advertising presence.

To maintain consumer interest and to gain new customers, automakers periodically redesign a vehicle's styling.
However, a vehicle's mechanics, at its core, are rarely changed. Nonetheless, vehicle models that have recently
been redesigned are likely to sell in higher volumes in the short term, meaning that manufacturers with a fresh
vehicle lineup tend to outperform other competitors. Reliability and vehicle safety are pervasive concerns of all
vehicle shoppers, but enhanced quality control procedures and superior manufacturing equipment have helped
subdue such concerns in recent years.

Most vehicle purchasers are mainly concerned with price when choosing their new car. Each car class, which
include subcompact, compact, mid- and full-sized, generally has both premium and value-oriented subcategories,
resulting in a range of prices. This frequently comes in the form of a luxury brand taking a similar model and vehicle
type from a parent company and enhancing it to appeal to a new market. The premium is a result of more expensive
interior parts, styling and higher performance engines or other mechanics.

EXTERNAL COMPETITION

External competition comes primarily from other automobiles that are not
industry-relevant, such as sports utility vehicles (SUVs) and light trucks.

These vehicles provide comparable fuel efficiency in some cases and provide more seating or storage space. For
example, Ford Motor Company of Canada Limited, which produces light trucks in Canada, but not cars or
automobiles, is in the process of moving its entire vehicle lineup from traditional naturally aspirated engines to
smaller forced-induction, or turbo-charged, engines, and the resulting vehicles have similar performance to the
traditional engine models, but boast significantly higher fuel economy. This trend has also led to an increase in
production on green vehicles, including electric vehicles and new hybrid models, and has contributed to substantial
competition from the SUV and Light Truck Manufacturing industry in Canada (IBISWorld report 33611bCA) as even
larger vehicles boast environmentally friendly options compared with their predecessors.

Moreover, many manufacturers are taking existing vehicle platforms and outfitting them with hybrid engines to
improve fuel economy. While electric cars are included in this industry, they have yet to gain a substantial market
share, although hybrid vehicles are a compromise that has been gaining salience over the five years to 2021. These
hybrid vehicles are often promoted in an environmentalist approach and companies that can capitalize on the
increasing environmental consciousness of Canadians are poised to garner increasing market shares from this
product segment.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Car and Automobile Manufacturing industry in
Canada has very high barriers to entry, due primarily to its
high level of capital intensity, the necessity for economies
of scale in a saturated market, rapid technological change
and established brand recognition. The industry is
dominated by automobile manufacturers that leverage
strong brand awareness and longstanding relationships
with key supply chain partners to drive sales. Additionally,
car manufacturing is a highly capital-intensive enterprise
that requires sophisticated manufacturing facilities and
robust supply chains to stay competitive. Most automobile
manufacturing plants are equipped with specialized or
automated manufacturing equipment and machinery,
along with a substantial amount of floor space. The
technological movement toward automated machinery
has placed heavier emphasis on the level of capital
intensity for new entrants in this industry, effectively
barring entrepreneurs without the requisite financing
capabilities. Nonetheless, automakers still benefit strongly
from an experienced workforce, although this pressures
new entrants that may be unable to find skilled labourers
for their manufacturing operations. Finally, vehicles are
made from thousands of separate parts, so sufficient
volumes of reliable supplies typically require long-term
contracts with several parts supply operators, which
benefits larger operators through favourable purchasing
contracts, further placing pressure on new participants.

New entrants are very unlikely to start from scratch, so
opportunities exist for new automakers that focus on
unexploited niches and licence technology from existing
players. In addition, new entrants must comply with strict
regulatory standards for safety and environmental
concerns. These standards are subject to periodic
revisions, which may require additional research and
development (R&D). R&D expenses can be reduced by
forming a partnership with an existing automaker as many
foreign manufacturers have done. However, with a large
majority of production occurring at a few facilities by two
major players, barriers to entry are expected to inhibit
sizable competition over the coming years.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Decline  

Technology Change High  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Car and Automobile Manufacturing industry in Canada exhibits a high and increasing level of globalization. The
domestic automotive landscape is dominated by foreign-owned operators, particularly Honda Canada Inc. and Stellantis
Canada, which have manufacturing operations in Canada. None of the parent companies of major players are based in
Canada and none manufacture most of their output in Canada. The only exception to this includes several niche and
specialty manufacturers of racecars and custom automobiles, although they represent a negligible share of industry
output.

Additionally, international trade flows play a crucial role in dictating the pace of the industry, reinforcing its global nature.
Exports are expected to account for 92.8% of industry revenue in 2021. The flow of exports is destined primarily for the
United States, as many US brands source their newly manufactured cars from Canada to sell to US consumers.
Conversely, imports also play an important role in determining consumer demand, as imported cars and automobiles are
expected to satisfy an estimated 92.9% of domestic demand in 2021, most of which sourced from US-based automakers.
Trade agreements, such as the United States-Mexico-Canada Agreement (USMCA), support import penetration into the
domestic market, situating the industry at the crux of global trade patterns.

This industry is also affected by changes in the global price of commodities, such as crude oil, aluminum and steel. Crude
oil price trends dictate downstream petrol prices, which in turn influence the propensity of consumers to invest in cars,
although this is likely to change as electric vehicles become more common as the cost of them goes down. Conversely,
steel and aluminum are major inputs for automobiles, and therefore, the cost of this material has a major effect on the
cost structure of industry operators.
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Major Companies

Major Players Stellantis Canada

Market Share: 45.2%

  Stellantis NV (Stellantis) was formed in January 2021 as a result of a merger between Fiat Chrysler Automobiles NV
(FCA) and Groupe PSA (PSA) in a $65.8 billion deal. The deal was in response to slower global demand and the
increased cost of making cleaner cars. The new entity is expected to now be the fourth-biggest automaker globally
by volume. The company now sells vehicles under the Abarth, Alfa Romeo, Chrysler, Dodge, Jeep, RAM, Fiat,
Lancia and Maserati brand names from FCA and Citroen, as well as DS, Opel, Peugeot and Vauxhall from PSA.
Overall, when combining FCA and PSA's revenue, the combined entity would have generated $215.3 billion in
global revenue in 2020 (latest data available).

The company operates in the industry through Stellantis Canada, which was formerly FCA Canada Inc. (FCA
Canada). Stellantis Canada is headquartered in Windsor, ON. The company has two vehicle manufacturing plants in
Brampton and Windsor, ON, and produces the Dodge Charger and Dodge Challenger, the Chrysler 300, the
Chrysler Pacifica, the Chrysler Voyager and the Chrysler Grand Caravan. However, more than half its manufacturing
capacity in Canada is dedicated to vans and light trucks, which are not covered within this industry. Only the
Brampton facility is considered industry-relevant.

Financial performance

Stellantis Canada's industry-relevant revenue is expected to decrease at an annualized rate of 9.8% to $4.8 billion
over the five years to 2021. Temporary factory closures in 2020 and production issues in the first half of 2021 as a
result of a shortage of semiconductor chips are the primary short-term factors for the anticipated revenue decline.
PSA previously did not have any industry-relevant operations in Canada so all revenue from previous years is
derived from FCA Canada. Operating profit, measured as earnings before interest and taxes, is also expected to
decline, falling an annualized 14.5% to $169.1 million over the five years to 2021, due to the same reasons affecting
revenue. Future revenue growth for the company is uncertain as consumer trends continue to favour sport utility
vehicles (SUVs) and light trucks. Furthermore, the company committed to a $6.0 billion investment to building a new
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assembly plant and upgrade existing ones in Michigan, which may siphon production from Brampton, ON.

 
Stellantis Canada (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 8,136.6 N/C 369.8 N/C
2017 8,046.9 -1.1 549.8 48.7
2018 6,603.1 -17.9 308.8 -43.8
2019 5,912.0 -10.5 274.7 -11.0
2020 3,907.3 -33.9 105.7 -61.5
2021 4,848.5 24.1 169.1 60.0

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

Honda Canada Inc.

Market Share: 37.1%

  Honda Motor Company Ltd. (Honda) is Japan's second-largest automaker and the world's largest motorcycle
manufacturer. The company is headquartered in Tokyo and its North American operations are based in Torrance,
CA. In March 2020 (latest data available), Honda employed an estimated 218,674 people globally. Company
operations are divided into motorcycle production, automobile manufacturing, power products and other businesses
and financial services. In fiscal 2020 (year-end March), Honda generated an estimated $181.8 billion in global
revenue from all of its operating segments (latest data available).

Honda Canada Inc. (Honda Canada) is headquartered in Markham, ON. The subsidiary has been producing
automobiles in Canada since 1986. Honda Canada currently operates two vehicle assembly plants, both located in
Alliston, ON. The plants produce Honda Civic models and other models, such as the Honda CR-V, and engines,
though revenue from those other models and engines are not counted toward this industry. The Alliston
manufacturing complex has an annual capacity of 400,000 vehicles and 260,000 engines. In 2014, it was
announced that Honda Canada would invest $857.0 million over three years to upgrade its Canadian manufacturing
facilities, with the Ontario government contributing 10.0% of the total investment. The automobile product segment
generates an estimated 65.7% of the company's overall revenue, with nearly half derived from cars and
automobiles. The remainder comes from SUVs, crossover SUVs, light trucks, engines and parts.

Financial performance

Honda's industry-relevant revenue is expected to rise at an annualized rate of 2.1% to $4.0 billion over the five years
to fiscal 2021. This is despite a significant revenue decline in 2020 as a result of temporary factory closures. In
addition, revenue is not expected to recover as quickly as initially anticipated amid a current shortage of
semiconductor chips in early 2021, which has led to production issues. The popularity of the Honda Civic cannot be
understated as it has been Canada's top selling car for 23 consecutive years, and this has significantly helped the
company's performance. However, the company's industry-relevant operating profit, measured as earnings before
interest and taxes, is expected to fall at an annualized rate of 21.2% to $54.2 million over the five years to fiscal
2021 as temporary closures in 2020 and production issues in 2021 weigh on operating profit.
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Honda Canada Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 3,587.5 N/C 178.3 N/C
2017-18 3,849.3 7.3 132.6 -25.6
2018-19 4,631.5 20.3 87.7 -33.9
2019-20 4,378.4 -5.5 67.4 -23.1
2020-21 2,998.4 -31.5 45.5 -32.5
2021-22 3,976.4 32.6 54.2 19.1

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from JPY to CAD); **Year-end March

Other Companies Multimatic Inc.

  Market Share: 1.3%
  Multimatic Inc. (Multimatic) is headquartered in Markham, ON, and participates in the industry through its Multimatic

Motorsports division. This division of the company specializes in one-off racing cars and other exclusive vehicles.
Currently, Multimatic is currently manufacturing the Ford Gran Turismo (GT). Initially, when production was first
announced in 2016, 1,000 vehicles were scheduled to be produced between 2017 and 2021. However, due to
higher than expected demand, Multimatic has now been contracted to produce 1,350 Ford GTs by 2022. In 2021,
Multimatic is expected to generate $143.1 million in industry-relevant revenue, with a market share of 1.3%.

General Motors of Canada Company

  General Motors of Canada Company (GM Canada) is the Canadian subsidiary of General Motors Company (GM),
and is headquartered in Oshawa, ON, which was most recently the location of its primary Canadian vehicle
assembly plant. The facility produced the Cadillac XTS and Chevrolet Impala models and also use to produce the
Buick Regal and the Chevrolet Camaro. GM Canada also produces a range of engines and vehicle parts, while also
operating several distribution centres and administrative facilities. However, these locations fall outside of the
purview of this industry, and therefore, revenue generated from these facilities is omitted from this analysis. GM
Canada stopped vehicle assembly in Canada in late 2019 and converted the Oshawa, ON, facility to a metal
stamping part facility.

Toyota Motor Manufacturing Canada Inc.

  Toyota Motor Manufacturing Canada Inc. (Toyota Canada) is headquartered in Toronto, while its main
manufacturing plants are located in Cambridge and Woodstock, ON. However, only the Cambridge facility is partially
relevant, producing the Toyota Corolla, RX 350 and RX 450, of which only the Corolla is pertinent. Rising demand
for fuel-efficient Toyotas has underpinned its growth. However, Toyota Canada moved the production of the Corolla,
its only industry-relevant operation, to Mexico, with domestic facilities emphasizing mid-sized SUV production.
Therefore, Toyota Canada is no longer a major player in this industry, participating only in the SUV and Light Truck
Manufacturing industry in Canada (IBISWorld report 33611bCA).
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The level of capital intensity is moderate for the Car and
Automobile Manufacturing industry in Canada. For every
$1.00 spent on labour, the average industry operator will
likely invest an estimated $0.16 in capital equipment in
2021, remaining unchanged compared with 2016 levels. In
general, operators in this industry spend large sums on
plants and equipment, with periodic reinvestment in cases
of equipment failure. Vehicle assembly plants are highly
automated production lines fitted with high-tech machinery
and equipment. However, capital intensity is a measure of
capital expenditures in comparison with labour expenses.
Labour accounts for a substantial portion of an average
industry operators' cost structure, due to the generosity of
union compensation agreements. In 2012, Unifor, which
represents Canadian auto workers agreed to new contracts
with General Motors of Canada Company, Ford Motor
Company of Canada Limited and FCA Canada Inc., and in
2016 these deals were renewed for four years. The
contracts delineated a new pay scale for established
workers versus new hires. In addition, skilled engineering
and design staff is required for automakers to remain
competitive. However, global automakers have been
reluctant to reinvest in Canadian plants for car and
automobile production and are relocating production to
countries with lower labour costs or converting existing
production lines for vehicle models outside of this industry.
With the COVID-19 (coronavirus) pandemic significantly
affecting the industry, companies delayed capital
improvement projects in 2020 to maintain funds amid
uncertainty in the Canadian and global economy. However,
with vaccinations now being distributed, the economic
outlook is expected to be more stable, and companies are
likely to reexamine these potential projects and potentially
invest in their facilities.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

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.

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

Very Low Rate of Entry Very
Unlikely

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

High Market
Concentration

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

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

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

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

The most relevant disruptive force to the Car & Automobile Manufacturing
industry in Canada is the inevitable use of autonomous vehicles.

This is anticipated to lead to increased government regulation and may disrupt business processes and models for industry
operators. Both Light Detection and Ranging (LiDAR) technology and artificial intelligence technology have made significant
advances and is expected to continue in the near future as companies race to be the first to implement autonomous motor
vehicles on the commercial market. There have been successful tests of automobiles driving on and off highways, however,
government regulators will likely still require much more rigorous testing before these technologies are offered to the
market. Once this technology comes into effect for the market, industry operators are expected to adapt their car models as
safety and ethical issues regarding the algorithms for self-driving systems will likely be heavily scrutinized by government
regulators.

The level of technology change is    High

  Over the five years to 2021, the Car and Automobile Manufacturing industry in
Canada has displayed a high level of technological change, mostly in the form
of lighter, more fuel-efficient vehicles with increased internet, mobile device
connectivity and driver-assistance programs.
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Ultimately, these technological changes are better understood through their respective manufacturing industries,
represented in the Automobile Engine and Parts Manufacturing industry in Canada (IBISWorld report 33631CA), the
Automobile Electronics Manufacturing industry in Canada (33632CA) and the Auto Parts Manufacturing industry in Canada
(33639CA). Companies in these industries supply automakers in this industry, which then assemble automobiles for
consumer purchase.

One of the largest technological changes in this industry's products has been a more widespread availability of green
technologies. Each year, many automakers reintroduce vehicle makes and platforms to include hybrid, diesel or electric
versions. Although concerns exist about the batteries in electric vehicles and the accuracy of clean diesel performance,
environmentalism trends have had an increasingly important effect on the industry. As a result, automakers have placed a
premium on manufacturing lighter vehicles, substituting aluminum for steel as often as possible, while working to improve
fuel efficiency through electrification systems and transmission enhancements.

Traditional internal combustion engines also undergo continual improvement, with manufacturers focusing on efficiency,
longevity and power all at the same time. Changes such as the introduction of reduced-lag turbochargers, aluminum-block
engines and variable valve timing have all contributed to more efficient and effective engines over the past decade, with
significant progress made over the five years to 2021. While these trends are expected to continue, research and
development related to electric and hybrid vehicles will likely be the primary focus. Additionally, safety regulations are
constantly updated, pushing manufacturers to refine and improve designs on a regular basis.

Crucially, the most significant technological changes have emphasized autonomous or semi-autonomous driving. Advances
in machine learnings, predictive modelling and artificial intelligence have contributed to these developments, but have fallen
short of their ultimate goal as of the time of this writing. While companies such as Alphabet Inc. have experimented with
autonomous vehicles, they are still in the development stage. However, semi-autonomous vehicle systems, including driver
assistance programs such as assisted parking or braking software, has become an integral component of modern
automobiles, predicated on the perception that it will make driving less dangerous.

On the actual manufacturing side, modern vehicle design processes make heavy use of computer-assisted design
software, enabling an initial concept to be developed in days rather than months. The latest vehicle assembly plants are
automated, with most labour replaced by specially designed robotic arms. This has placed a larger emphasis on the design
and engineering aspects of operations, making intelligent manufacturing processes integral to industry success.

Revenue
Volatility

The level of volatility is    High

  Over the five years to 2021, the Car and Automobile Manufacturing industry in
Canada is expected to exhibit a high level of revenue volatility.

Passenger car production has become less significant globally and in Canada. According to data from OICA, the
International Organization of Motor Vehicle Manufacturers, passenger car production accounted for 52.7% of all consumer
vehicle production, including light and commercial vehicles, in 2002 and only comprised 23.8% of all automobile production
in 2020 (latest data available). Therefore, while revenue for the automotive sector has fallen slightly, excluding 2020,
revenue for this industry has not been as fortunate, falling at a much faster rate, contributing to volatility. The COVID-19
(coronavirus) pandemic also led to a significant decline in revenue in 2021, contributing to revenue volatility during the
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current period.

High costs dissuaded international automotive manufacturers up and down the supply chain from investing in Canadian
operations, and instead, most consider nations which have lower wage costs, such as Mexico. This is evidenced by auto
parts maker Magna International Inc., which opened a plant in Mexico in 2018. Particular to this industry, Toyota Motor
Manufacturing Canada Inc., a major player, has shifted its production of the Corolla to Mexico in 2019, thereby ending its
industry operations since the remaining facilities produce SUVs. Furthermore, General Motors of Canada Company closed
its Oshawa, ON, car assembly plant and will convert it to a metal stamping part facility. These trends have resulted in
increased declines. Lastly, the high volatility of related commodities such as oil, steel and aluminum, has intensified
revenue volatility in recent years.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Car and Automobile Manufacturing industry in Canada contends with a
moderate level of government regulation, largely concerning vehicle safety
standards and emissions standards.

Currently, a large percentage of Canadian vehicle safety laws are harmonized with those of the United States, despite
Canada not having any specific legislation detailing the direct harmonization of the two countries' vehicle safety standards.
Additionally, Canadian emissions standards were harmonized with those of the United States in 1988. While provincial
legislation can differ in these two realms, most provinces have implemented regulations that are harmonized with the
federal standard.

The Motor Vehicle Safety Act (MVSA) in Canada regulates the manufacture and import of automobiles and other
automotive equipment used within Canada. The act is generally used to protect against death, injury or harm to property or
the environment from the use of a motor vehicle. Emissions regulations on vehicles have been in place since 1971 and
cover exhaust emissions of carbon monoxide, hydrocarbons, oxides of nitrogen, diesel particulate matters and others.
Emissions standards, since domestically produced cars are expected to abide by these guidelines, generally apply to new
vehicles imported into Canada, with the end goal being to foster health and environmental protection. As concerns about
greenhouse gas emissions grow stronger, emissions regulations are expected to play a larger role in this industry. In
addition, stringent regulations about both fuel mileage and vehicle emissions have pressed some manufacturers to adopt
underhanded or disingenuous tactics to meet requirements, although this is not the norm. These strategies are expected to
result in financial penalties in applicable cases, which typically deters most operators from undertaking these initiatives.

In 2018, the MVSA was amended to expand Transport Canada's (TC) jurisdiction in automotive production affairs. The
amendment enabled TC to correct identified defects and occurrences of noncompliance through a series of recalls at the
expense of the manufacturer. Furthermore, the amendment gives TC the power to order a manufacturer to conduct tests
and analyses of vehicles and equipment when a defect or noncompliance occurrence is suspected. TC can designate
collision investigators and compliance officers for this task. Plus, the amendment has a clause that exempts new
technologies from prescribed standards that may not be fully applicable to these innovations, encouraging frequent
amendments to adapt to a dynamic technological landscape.

Industry
Assistance

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

Governmental assistanceThe Car and Automobile Manufacturing industry in Canada
experiences a moderate level of industry assistance.

ce. While extraordinary circumstances have ushered in periods of direct government assistance to automakers, there are
generally few incentives directed toward industry operators in particular. Amid the United States-Mexico-Canada
Agreement (USMCA), which was ratified in July 2020, industry operators have followed the specifics of the agreement as
they need to adjust their supply chain and long-term capital investment strategies. Still, this and other trade agreements
simultaneously encourage import penetration and competition, as the overall consensus is that North American-produced
cars will likely become more expensive, diminishing the overall influence of these measures. Other trade agreements have
a similar effect, indirectly aiding industry operators while also heightening competition. Other trade agreements such as the
Comprehensive Economic and Trade Agreement (CETA) and the Canada-Korea Free Trade Agreement have a similar
effect, indirectly aiding industry operators while also heightening competition.

Industry associations

Industry operators can also receive assistance from myriad trade organizations including the Automotive Industries
Association of Canada, the Global Automakers of Canada, the Canadian Vehicle Manufacturers' Association and the North
American Automobile Trade Association, among others. Meanwhile, there are US-based organizations that can offer
resources for industry operators as well since most automakers have operations throughout North America, mainly
centralized in the USMCA countries. These organizations provide industry statistics, production figures, enterprise
resources, educational resources, licensing assistance, supply chain development and networking events. Ultimately, while
most operators are parts of multinational automobile manufacturing companies, most smaller operators that wish to attain a
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sizable market share need to rely on these associations for entry into a highly competitive market. In the same vein, the
Canadian International AutoShow, held in Toronto, and the Quebec City Auto Show, among other smaller trade events, are
crucial interfaces for new and niche manufacturers of automobiles to reach their desired consumer base.
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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)

Average price
of a new

passenger car
($)

2012 24,912 2,239 34.0 31.0 19,141 21,165 16,060 1,677 19,807 26,753
2013 23,695 2,445 41.0 38.0 18,726 19,769 16,221 1,512 20,146 27,179
2014 23,498 2,360 53.0 48.0 17,357 19,361 16,633 1,374 20,770 27,647
2015 26,427 2,756 50.0 45.0 18,870 22,609 19,211 1,549 23,029 28,675
2016 24,710 2,607 50.0 45.0 19,393 21,620 17,862 1,533 20,951 29,892
2017 22,465 2,255 52.0 47.0 19,121 19,877 19,098 1,471 21,686 31,313
2018 19,719 1,739 55.0 50.0 15,803 17,118 17,611 1,174 20,211 32,288
2019 14,909 1,517 47.0 43.0 12,989 12,844 13,236 950 15,301 34,048
2020 9,832 841 42.0 38.0 9,945 9,203 9,912 707 10,541 35,808
2021 10,725 1,048 41.0 38.0 10,287 9,948 10,170 739 10,947 37,273
2022 11,907 1,225 41.0 37.0 10,805 11,038 11,458 785 12,327 38,796
2023 12,058 1,235 40.0 37.0 10,714 11,168 11,903 782 12,794 40,378
2024 12,177 1,241 40.0 36.0 10,589 11,269 12,253 776 13,160 42,016
2025 12,287 1,243 39.0 35.0 10,452 11,363 12,603 770 13,526 43,709
2026 12,393 1,247 38.0 35.0 10,348 11,453 12,957 765 13,897 45,455

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Average price
of a new

passenger car
(%)

2012 4.93 23.0 41.7 40.9 5.06 7.14 -0.30 20.7 -1.43 0.43
2013 -4.89 9.17 20.6 22.6 -2.17 -6.60 0.99 -9.81 1.71 1.59
2014 -0.84 -3.48 29.3 26.3 -7.32 -2.07 2.54 -9.15 3.09 1.72
2015 12.5 16.8 -5.67 -6.25 8.71 16.8 15.5 12.7 10.9 3.72
2016 -6.50 -5.39 0.00 0.00 2.77 -4.38 -7.03 -1.00 -9.02 4.24
2017 -9.09 -13.5 4.00 4.44 -1.41 -8.07 6.91 -4.08 3.51 4.75
2018 -12.2 -22.9 5.76 6.38 -17.4 -13.9 -7.79 -20.2 -6.80 3.11
2019 -24.4 -12.8 -14.6 -14.0 -17.8 -25.0 -24.8 -19.1 -24.3 5.45
2020 -34.1 -44.6 -10.6 -11.6 -23.4 -28.4 -25.1 -25.6 -31.1 5.16
2021 9.08 24.6 -2.39 0.00 3.43 8.09 2.60 4.56 3.85 4.08
2022 11.0 17.0 0.00 -2.64 5.03 11.0 12.7 6.22 12.6 4.08
2023 1.26 0.81 -2.44 0.00 -0.85 1.17 3.89 -0.43 3.79 4.07
2024 0.98 0.48 0.00 -2.71 -1.17 0.91 2.93 -0.73 2.86 4.05
2025 0.90 0.12 -2.50 -2.78 -1.30 0.83 2.85 -0.87 2.78 4.02
2026 0.86 0.35 -2.57 0.00 -1.00 0.78 2.80 -0.63 2.74 3.99

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 8.99 81.1 85.0 1,302 6.73 563 87,608
2013 10.3 80.5 83.4 1,265 6.38 457 80,765
2014 10.0 80.1 82.4 1,354 5.85 327 79,167
2015 10.4 83.4 85.6 1,400 5.86 377 82,072
2016 10.6 85.3 87.5 1,274 6.21 388 79,065
2017 10.0 88.1 88.5 1,175 6.55 368 76,921
2018 8.82 87.1 86.8 1,248 5.95 287 74,296
2019 10.2 86.5 86.1 1,148 6.37 276 73,108
2020 8.55 94.0 93.6 989 7.19 237 71,081
2021 9.77 92.9 92.8 1,043 6.89 251 71,858
2022 10.3 93.0 92.7 1,102 6.59 264 72,670
2023 10.2 93.0 92.6 1,125 6.48 268 72,979
2024 10.2 93.1 92.5 1,150 6.37 265 73,302
2025 10.1 93.2 92.5 1,176 6.26 268 73,622
2026 10.1 93.2 92.4 1,198 6.17 272 73,898

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Automotive Industries Association of Canada
http://www.aiacanada.com

Canadian Automotive Partnership Council
http://www.capcinfo.ca

Global Automakers of Canada
http://www.globalautomakers.ca

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

Industry Jargon HYBRID
A car that runs on an electric battery combined with a gasoline engine to be more fuel efficient than a standard car.

SPORT UTILITY VEHICLE (SUV)
A rugged automotive vehicle similar to a station wagon, but built on a light truck chassis.

THE BIG THREE
The three biggest US automakers, which include General Motors Company, Ford Motor Company and Stellantis
North America, formally known as Chrysler.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
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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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