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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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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. closed its factories between March 23, 2020 and May 11,
2020. This undoubtedly will affect production and revenue for the company over the
year. For more detail, please see the Major Companies chapter.

· A combination of temporary plant closures and dampened vehicle sales has led to
a steep drop in year-to-date revenue already, and this is expected to persist for the
rest of the year. As a result, revenue for the Canadian Automobile Engine and Parts
Manufacturing industry is expected to fall 25.8% in 2020. For more detail, please
see the Executive Summary chapter.

· Demand from the United States, which regularly accounts for more than 90.0% of
industry exports, has fallen drastically in 2020 as all the major automakers there
also temporarily closed in 2020. For more detail, please see the International Trade
chapter.

Note: The content in this report is currently being updated to reflect the trends
outlined above.
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About This Industry
Industry Definition The Automobile Engine and Parts Manufacturing industry in Canada is primarily

engaged in manufacturing and rebuilding motor vehicle gasoline engines and
engine parts, whether or not for vehicular use.

Major Players Honda Canada Inc.

Ford Motor Company of Canada Limited

General Motors of Canada Company

Linamar Corporation

Main Activities The primary activities of this industry:

Crankshaft manufacturing

Camshaft manufacturing

Fuel injection system manufacturing

Carburetor manufacturing

Piston and piston ring manufacturing

Fuel pump manufacturing

Timing gear and chain manufacturing

Engine valve manufacturing

Gasoline engine block manufacturing and assembly

The major products and services in this industry:

Gasoline engines

Camshafts, crankshafts, piston rings and piston pins

Fuel injection systems

Engine valves and other engine parts

Rebuilt gasoline engines

Automobile Engine & Parts Manufacturing in Canada 33631CA December 2020

5 IBISWorld.com



Supply Chain
 

 

SIMILAR INDUSTRIES

Engine & Turbine
Manufacturing in Canada

Car & Automobile
Manufacturing in Canada

SUV & Light Truck
Manufacturing in Canada

Automobile Electronics
Manufacturing in Canada

Train, Subway & Transit Car
Manufacturing in Canada

   

RELATED INTERNATIONAL INDUSTRIES

Global Automobile Engine &
Parts Manufacturing

Automobile Engine & Parts
Manufacturing in the US

Catalytic Converter
Manufacturing

Engine Rebuilding &
Remanufacturing

Gear & Speed Changer
Manufacturing

Auto Parts Remanufacturing Motor Vehicle
Manufacturing in Australia

Motor Vehicle Parts and
Accessories Manufacturing
in Australia

Engine Manufacturing in
China

Auto Parts Manufacturing in
China

Motor Vehicle
Manufacturing in the UK

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

$4.4bn
Revenue

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-7.0% 6.4%

$140.5m
Profit

Annual Growth  Annual Growth

2015-2020  2015-2025

-22.9%

3.2%
Profit Margin

Annual Growth  Annual Growth

2015-2020  2015-2025

-5.0%

124
Businesses

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-3.3% -2.5%

7,135
Employment

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-4.5% 3.4%

$460.4m
Wages

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-3.1% 4.0%

Key External Drivers % = 2015-2020 Annual Growth

-3.9%
Demand from transportation equipment
manufacturing

-4.2%
World price of crude oil

-3.4%
Consumer confidence index

-0.8%
Canadian effective exchange rate index

-3.7%
New vehicle sales

Industry Structure

POSITIVE IMPACT

Barriers to Entry
High

MIXED IMPACT

Life Cycle
Mature

Capital Intensity
Medium

Industry Assistance
Medium

Concentration
Medium

Regulation
Medium

NEGATIVE IMPACT

Revenue Volatility
High

Technology Change
High

Globalization
High

Competition
High

Key Trends

 Industry operators have benefited from NAFTA and now the
USMCA

 Regulation has spurred product innovation in the industry

 Industry profit is expected to decrease

 The increase in the world price of oil is expected to
discourage vehicle purchases

 The growth of alternative powertrain automobiles is
projected to erode revenue

 Operators are projected to experience strong demand for
industry products

 International trade is the main driving force for industry
revenue
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Products & Services Segmentation

Gasoline engines

85.8%

Camshafts, crankshafts,
piston rings and piston
pins

3.7%

Fuel injection systems

0.6%

Engine valves and other
engine parts

2.3%

Rebuilt gasoline engines

7.6%

Automobile Engine & Parts Manufacturing
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

High & Steady Barriers to Entry
High Revenue per Employee

WEAKNESSES

High Competition
High Volatility
High Imports
Low Profit vs. Sector Average
High Customer Class Concentration
High Product/Service Concentration
High Capital Requirements

OPPORTUNITIES

High Revenue Growth (2020-2025)
Canadian effective exchange rate index

THREATS

Very Low Revenue Growth (2005-2020)
Low Revenue Growth (2015-2020)
Low Outlier Growth
Low Performance Drivers
Consumer confidence index
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Executive
Summary

Over the five years to 2020, revenue for the Automobile Engine and
Parts Manufacturing industry in Canada is expected to decline
significantly as domestic economic conditions have worsened.

Between 2015 and 2019, lacklustre car sales and increasing global tensions have
strained the industry. However, the main driver of industry performance was the
temporary closures of engine manufacturers and their customers in early 2020 to
reduce the spread of COVID-19 (coronavirus). For example, the industry's largest
player, Honda Canada Inc., closed its factories between March 23, 2020 and May
11, 2020. With the effects of higher unemployment and economic uncertainty from
consumers flowing all the way up the supply chain to engine manufacturers,
demand for industry products has fallen from its 2015 level. As a result, IBISWorld
expects industry revenue to fall an annualized 6.9% to $4.4 billion over the five years
to 2020, with revenue decreasing 25.8% in 2020 alone. During this period, the
industry profit margin has also fallen due to a combination of plant closures and
industry operators shifting to increased usage of aluminum over steel, which is
relatively more expensive.

International trade is the main driving force for industry revenue. Exports are
expected to account for 76.7% of revenue in 2020, with over 90.0% of exports
destined for the United States. Since the United States accounts for such a large
share of industry revenue, domestic automobile engine and parts manufacturers
are heavily reliant on their neighbour's economic conditions. The North American
Free Trade Agreement that was in place for the majority of the period placed
conflicting pressures on the industry. While free trade with the United States drives
efficient and high-volume trade, lower labour costs in Mexico are preferred by
manufacturers. As a result, the industry has relied on investments from large
manufacturers into domestic production, particularly in regions near US
automakers. The effects of free trade in North America have caused domestic
operations to focus on automation and product quality.

Over the five years to 2025, the industry is expected to experience growth as the
Canadian and US economies recover and eventually expand. While there has been a
growing trend toward establishing a manufacturing presence in Mexico to take
advantage of more affordable labour, the recent implementation of the United
States-Mexico-Canada Agreement is expected to slow this trend. Recent union
contracts and large automakers' domestic manufacturing investment plans are
expected to provide short-term industry support. However, Canadian automotive
industry participants rely on uncertain provincial level incentives. Overall, IBISWorld
anticipates industry revenue to increase, rising an annualized 6.4% to $6.0 billion
over the five years to 2025.
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Industry Performance
 

 

Key External
Drivers

Canadian effective exchange rate index
The Canadian effective exchange rate (CEER) index affects the relative cost of
Canadian manufactured goods compared with goods manufactured abroad. A
lower exchange rate index means that industry products are relatively less
expensive, which supports exports. The CEER index is expected to decrease in
2020, representing a potential opportunity for the industry.

Consumer confidence index
Consumer confidence in the economy affects consumers' willingness to spend
money on automobile engines and parts. Increases in consumer confidence
indicate a higher willingness to spend, spurring industry demand. The Consumer
Confidence Index is expected to decrease in 2020, posing a potential threat to the
industry.

Demand from transportation equipment manufacturing
Demand from transportation equipment manufacturing is used as a proxy for motor
vehicle manufacturing demand. Gasoline engines are a major component of new
motor vehicles. Therefore, the rate at which manufacturers produce new vehicles
has a direct effect on demand for automobile engines and other parts produced by
this industry. Demand for transportation equipment manufacturing is expected to
decrease in 2020.
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World price of crude oil
Gas prices have a significant effect on the operating costs of vehicles with gasoline
engines. While consumers are not immediately responsive to gas price changes in
terms of switching to alternatives, consumers do base model and brand choices on
fuel economy more when gas prices are high. Lower gas prices tend to increase
consumer demand for larger cars, such as SUVs, which require more engine
components. Additionally, long-term elevated gas prices and price volatility tend to
generate demand for alternative fuel sources or engine options. The world price of
crude oil is expected to decrease in 2020.

New vehicle sales
New vehicle sales track the number of new vehicles that are purchased in a given
year. Since industry operators produce the primary component of a new vehicle,
their performance is tethered to that of new vehicle sales. As a result, when
consumers purchase more new vehicles, industry revenue should follow suit. In
2020, new vehicle sales are expected to fall.

 

 

Current
Performance

Over the five years to 2020, revenue for the Automobile Engine and
Parts Manufacturing industry in Canada is expected to fall
substantially.
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Industry operators manufacture motor-vehicle gasoline engines and related parts
including valves, pistons, crankshafts, camshafts, fuel injectors and pumps. The
industry experienced a decline between 2015 and 2019 due to increased global
trade tensions and lacklustre car sales. Furthermore, the COVID-19 (coronavirus)
pandemic has exacerbated this decline. The factories of the largest companies in
the industry temporarily closed in early 2020 to mitigate the spread of coronavirus.
Major downstream automakers also did the same. This meant that industry
operators could neither manufacture engines, nor have any customers to purchase
them as they were also closed. This is in addition to overall reduced demand for
new automobiles as the unemployment rate has risen in 2020. Due to these
developments, IBISWorld expects industry revenue to decrease an annualized 6.9%
to $4.4 billion over the five years to 2020. Furthermore, revenue is estimated to
decrease 25.8% in 2020 alone.

North American trade conditions

Industry operators have benefited from the North American Free
Trade Agreement (NAFTA) and now the United States-Mexico-
Canada Agreement (USMCA), which eliminates trade barriers for
goods and services between Canada, Mexico and the United States.

To this end, these trade agreements support the industry profit margin because
they decrease trade-related costs such as tariffs. Moreover, the trade connections
within North America have been complicated by the ease of trade. The largest
engine producers are plants held by automakers, which manufacture goods almost
exclusively for their related automaker. Consequently, the efficiency of engine
plants is largely dictated by proximity to final assembly plants. However, free trade
and the resulting lower transportation costs limit the need to shift parts production
closer to the growing number of final assembly plants in Mexico. Overall, NAFTA
has had mixed effects on the industry over the past five years. Canadian production
levels have remained high, due to successful union contracts and investment into
efficient manufacturing. While open trade pulled some manufacturing to lower-
wage countries, the most-efficient producers have been able to thrive. In addition,
while the new stipulations regarding labour costs in the USMCA may deter the shift
of production to Mexico by increasing labour costs, the agreement went into effect
in July 2020, so the effects from the agreement are still unknown.

Exports are expected to fall an annualized 7.1% to $3.4 billion over the five years to
2020, due to temporary closures in both industry facilities and downstream
manufacturing facilities in 2020, in addition to overall reduced demand in
downstream markets. These two reasons more than offset the positive effect that
the depreciation of the Canadian dollar has had on exports. Imports are also
expected to decrease during the period for the exact reasons as exports. Imports
are expected to decrease at an annualized rate of 3.6% to $7.5 billion over the five
years to 2020.

Regulation spurs innovation

Regulation has spurred product innovation in the domestic
Automobile Engine and Parts Manufacturing industry.
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Canadian regulations regarding emission standards are largely harmonized with US
regulations. Moreover, since the United States generates such a large share of
industry revenue, changes in US regulations affect industry operators. To this end,
more stringent Corporate Average Fuel Economy (CAFE) standards, which are
intended to improve the fuel economy of US vehicles, also influence domestic
industry operators. Since 2011, CAFE standards have measured a vehicle's
environmental footprint to determine fuel economy requirements. For example,
CAFE has separate standards for passenger cars and light trucks.

With the onset of increased regulation both domestically and in the United States,
industry operators have come under increased pressure to develop innovative new
engines to meet annual fuel economy benchmarks. Additionally, since the industry
only accounts for gasoline-based engines, industry operators are expected to
develop alternative ways to improve fuel efficiency by making incremental
adjustments to parts of the engine. This has largely been facilitated by decreased
weight and engine volume. Smaller engines with fewer cylinders generate more
power through more efficient compression and greater reliance on turbos. These
engines tend to be more expensive as they require more parts and components that
support ancillary industry product types, which inflates revenue.

Decline in industry profitability

Industry profit is expected to decrease over the five years to 2020.

Temporary closures have drastically affected the industry in 2020 and are expected
to be the primary determinant of the relatively low industry profit margin. Price
movements in key inputs to industry products are also likely to affect the industry
profit margin. The prices of key inputs are expected to demonstrate contrasting
trends. The prices of many steel products have increased over the past five years,
which should negatively affect the industry profit margin. Various forms of steel are
used in engine production, and as a result, the price of steel has historically
influenced profit for industry operators. However, efficiency demands have
increased the use of other metals and composites, chiefly aluminum, which is
significantly lighter and has an acceptable durability for its weight. While the price
of steel has risen over the past five years, aluminum prices are expected to decline
slightly. However, as industry operators substitute more expensive aluminum for
steel, the incremental increase in costs offsets the decline in the price of aluminum.

There has been a growing trend toward increasing production capacity in countries
with relatively lower labour costs, primarily Mexico for the North American
automotive market. Simultaneously, in the domestic sphere, Canadian companies
and global automakers have increased their emphasis on consolidated production,
which has led to greater market share by large operators with fewer production
facilities. Accordingly, IBISWorld expects the number of industry establishments to
decline at an annualized rate of 3.5% to 133 facilities over the five years to 2020.
Wages are expected to decrease at an annualized rate of 3.1% to $460.4 million
during the same period as the total number of employees is also expected to
decrease, due to layoffs as a result of the coronavirus pandemic.
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Historical Performance Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
World price

of steel
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2011 5,136 1,123 215 200 7,789 3,620 7,420 534 8,935 237
2012 5,845 1,116 200 186 8,165 3,890 8,204 589 10,158 204
2013 4,922 1,105 185 172 8,250 3,175 7,596 535 9,342 195
2014 5,674 1,199 171 159 8,637 4,144 7,783 515 9,314 187
2015 6,295 1,189 159 147 8,977 4,880 9,009 539 10,424 131
2016 6,095 1,113 152 140 7,416 4,957 10,449 509 11,586 144
2017 5,869 1,189 149 138 7,848 4,396 9,879 538 11,352 187
2018 6,156 1,086 148 137 8,784 4,440 9,377 581 11,093 218
2019 5,915 1,149 143 133 8,555 4,223 9,638 564 11,330 177
2020 4,391 703 133 124 7,135 3,368 7,495 460 8,518 152
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Industry Outlook
Outlook Over the five years to 2025, revenue for the Automobile Engine and

Parts Manufacturing industry in Canada is expected to increase as a
result of an anticipated economic recovery.

Furthermore, the newly implemented
United States-Mexico-Canada
Agreement (USMCA) may slow down
the trend of moving production
abroad as certain stipulations in the
agreement make it more costly than
before to manufacture in Mexico.
This is important because both
Canada and Mexico compete for the
US export market. Large automaker
commitments in Canada remain
uncertain and government incentives
are expected to be necessary moving
forward. Ultimately, the outlook
period is characterized by a mix of
positive and negative factors that are
expected to contribute to industry
revenue growth expectations.

Among these factors is the value of the Canadian dollar. The value of the loonie is
expected to rise an annualized 0.3% over the five years to 2025, which is expected
to discourage exports while simultaneously encouraging import competition.
However, unusually low levels of imports and exports due to temporary closures in
2020 are expected to significantly offset the effect from currency movements on
trade over the next five years. Also, consumer confidence is expected to increase an
annualized 6.9% during the same period, which can manifest in increased car sales.
The value of key commodities is also expected to shape industry demand. The
projected increase in the world price of crude oil at an annualized rate of 6.4% over
the next five years is expected to potentially discourage vehicle purchases.
However, 2020 oil prices are at record lows and oil prices are still expected to be at
relatively low over the next five years, partially negating the increase in oil prices.
IBISWorld expects new vehicle sales to grow, rising at an annualized rate of 5.4%
over the five years to 2025, propping up industry demand from its key downstream
market, encouraging industry revenue growth. Taking into account all these factors,
IBISWorld anticipates industry revenue to increase at an annualized rate of 6.4% to
$6.0 billion over the five years to 2025. However, it must be noted that the industry
is starting off at a low base level due to the COVID-19 (coronavirus) pandemic.

Industry challenges

The advent of stricter emission standards and rapid technology
change are expected to present a long-term issue for the industry.
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As annual Corporate Average Fuel Economy benchmarks continue to rise,
automakers are increasingly developing vehicles that run on alternative energy
sources, such as electricity. Additionally, electric vehicles and hybrids are expected
to become increasingly popular as fuel economy becomes a greater point of
emphasis for consumers. This is expected to negatively influence industry revenue
as hybrid engines and electric motors are not considered industry relevant.
Nevertheless, automobile engine manufacturers will likely reduce the weight of their
parts and improve efficiency to improve fuel economy in vehicles. This efficiency
trend is anticipated to increase average engine costs, which should support
industry revenue to an extent. However, the growth of alternative powertrain
automobiles is projected to erode industry revenue. While this poses problems for
the industry from a definitional standpoint, industry operators will likely be able to
transition product lines to meet demand from automakers.

Over the five years to 2025, exports are expected to increase due to higher overall
production output as the economy recovers and the industry is not likely to
experience the temporary closures experienced in 2020 due to the pandemic. This
is despite the Canadian dollar's anticipated slight appreciation over the next five
years. As the Canadian dollar appreciates relative to other currencies, Canadian
goods and services become relatively more expensive for downstream markets
abroad. Accordingly, exports are expected to increase at an annualized rate of 6.3%
to $4.6 billion over the five years to 2025. Moreover, competition from operators in
Mexico may be partially reduced as the new USMCA has certain stipulations that
may potentially increase operating costs for these operators. Temporary closures
also affected imports in 2020 and will most likely increase from its low 2020 level.
IBISWorld estimates that imports will increase an annualized 7.5% to $10.8 billion
over the five years to 2025. Imports are largely consumed by domestic automobile
manufacturing plants, which have an uncertain future as automobile manufacturers
may move vehicle assembly. Companies are expected to continue investment,
albeit at a slower rate, in final assembly plants in Mexico, and political pressure in
the United States is anticipated to support US production levels.

Profitability drivers

In 2020, the industry experienced temporary closures in its factories
and in downstream factories, which severely affected the industry
profit margin as the industry contended with high fixed costs.

Thus, barring any future closures of plants, the industry profit margin should
improve over the five years to 2025. However, there are some trends that may cap
the profit margin moving forward. Rising input costs, driven by projected aluminum
product price increases, are expected to limit profit margins. Oversupply of
aluminum products has facilitated a significant decline in the price of aluminum
over the five years to 2020, although these prices have since recovered. Plus, prices
are expected to rebound over the next five years. While some operators are
expected to continue their reliance on steel as a primary input, operators that
transition to aluminum tend to have a relatively lower profit margin due to the
metal's relatively high cost compared with steel. The anticipated increase in the
price of steel means that industry operators must pass on these price increases to
downstream markets, hurting industry revenue and profitability as high internal
competition means not all price increases can be passed on.
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Industry operators are projected to continue to experience relatively strong demand
for industry products despite smaller companies exiting the industry. With the trend
of moving manufacturing operations to Mexico being relatively more expensive as a
result of the USMCA, this may slow down industry exits. In addition, the
convenience of being near major automakers is still beneficial. The states and
provinces in the Great Lakes region are still expected to remain at the centre of the
North American automotive industry. However, IBISWorld expects the number of
enterprises to decrease at an annualized rate of 2.5% to 109 companies over the
five years to 2025 due to internal competition and pressured profitability. Also, as
demand returns for industry products, the number of employees is expected to
increase an annualized 3.4% to 8,437 workers over the next five years as companies
rehire workers that were laid off during the coronavirus pandemic.

Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
World price

of steel
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2020 4,391 703 133 124 7,135 3,368 7,495 460 8,518 152
2021 5,210 872 130 121 7,881 3,990 9,038 516 10,258 163
2022 5,469 988 127 117 8,060 4,208 8,971 531 10,232 184
2023 5,694 1,058 123 114 8,206 4,368 9,682 543 11,008 190
2024 5,857 1,087 121 112 8,339 4,483 10,230 553 11,604 197
2025 5,994 1,111 118 109 8,437 4,578 10,758 561 12,174 204

Industry Life Cycle The life cycle stage of this industry is  Mature

LIFE CYCLE REASONS

The general product lines in the industry have remained the same

The industry experiences market acceptance

There are established market shares within the industry
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The Automobile Engine and Parts Manufacturing industry in Canada is in the
mature stage of its life cycle, characterized by market acceptance, static product
offerings and established market shares within the industry. The industry's overall
contribution to the economy, measured by industry value added (IVA), is expected
to decrease at an annualized rate of 0.7% over the 10 years to 2025. Comparatively,
Canada's GDP is expected to grow at an annualized rate of 1.8% during the same
period. While IVA growth is lagging behind growth of the overall domestic economy,
it has largely run parallel to GDP historically. Overall, establishments are exiting the
industry and industry products are being sold in a saturated market. There is
technological change, but the general product lines have remained the same.
Simply put, most cars still need a gasoline engine to run. Plus, since downstream
demand is primarily influenced by broader economic performance, industry output
is tethered to the health of the overall economy, situating the industry in maturity.

However, gasoline engine manufacturing is exposed to a long-term threat from
external competition. The growing prominence of hybrid and electric vehicle
automobiles is negatively affecting industry revenue, as these engines are not
industry relevant. Furthermore, diesel engines and hybrid-electric cars can provide
better fuel economy than gasoline engines, which is projected to limit the industry's
share of the automotive parts market. Nonetheless, the majority of automobiles on
the road are not expected to be electric or even hybrid vehicles over the five years to
2025, particularly as consumers continue to experience relatively low gasoline
prices and as electric vehicles continue to be more expensive than gasoline
vehicles.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Auto Parts Wholesaling in Canada

Car & Automobile Manufacturing in
Canada

SUV & Light Truck Manufacturing in
Canada

Truck & Bus Manufacturing in Canada

2nd Tier
Auto Parts Stores in Canada

New Car Dealers in Canada

KEY SELLING INDUSTRIES

1st Tier
Iron & Steel Manufacturing in Canada

Aluminum Manufacturing in Canada

Metal Stamping & Forging in Canada

Metalworking Machinery Manufacturing
in Canada

2nd Tier
Iron Ore Mining in Canada

Copper, Nickel, Lead & Zinc Mining in
Canada

Products and
Services

 

 

Operators in the Canadian Automobile Engine and Parts
Manufacturing industry produce gasoline engines and related
mechanical components.

These engines are mostly used in new vehicles and include components such as
crankshafts, camshafts, fuel-injection systems and pistons. The proportion of sales
from each product segment rarely changes because they are all standard
components in most engines. Fuel-injection systems are an exception, as US
manufacturing of carbureted motor vehicles engines ended in the early 1990s.
However, carburetors are still manufactured for sale to small engine manufacturers,
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which are primarily used in lawnmowers and other equipment alongside specialized
restoration establishments.

Engines

The engine category can be broken down into two types, which
include new and rebuilt engines, and comprise a combined 93.4% of
industry revenue in 2020.

Automobile engines combine air, fuel and heat in an enclosed chamber to provide
power through force exerted on pistons. Gasoline engines, restricted here to
standard internal combustion, use an electrically generated spark to provide heat in
the combustion chamber, also known as a cylinder; diesel engines differ in that they
only use compression to increase pressure and thereby temperature causing the
fuel to combust in the chamber. The precise mixture of fuel and air has a significant
effect on the engine's efficiency.

New engines have maintained the largest share of revenue over the five years to
2020, and industry performance hinges largely on output from this product
segment. In 2020, new automobile engines are expected to account for 85.8% of
industry revenue. New engine manufacturing has been boosted by the popularity of
fuel-efficient gasoline engines such as the Ford EcoBoost engine introduced prior to
the period. Nevertheless, over the five years to 2025, hybrid power source or electric
vehicles (EVs) that operate without an engine may gain popularity and take away
from industry revenue. Manufacturers have continually made advances in the area
of fuel performance and engine efficiency that should limit encroachment from
alternative engine formats in the short term. As automakers endure increasing
demand for emission declines and efficiency upgrades, engine manufacturers have
introduced smaller engines using more reliable turbochargers to limit fuel usage
and maximize power output.

Rebuilt engines have consistently accounted for a smaller portion of industry
revenue. This segment has grown its revenue share as demand components shift.
Rebuilt engines are primarily sold for large repairs or restoration products and both
segments have decreased demand during the period. Income levels have risen
during the period as employment improves and consumers are more likely to make
large expenditures. This, in combination with low interest rates, has stimulated new
car purchases over rebuilt engine purchases, although this segment has risen as
well due to these macroeconomic factors. A large number of rebuilt engines are
sold to car restoration projects, which have become increasingly more expensive,
which works to diminish the number of rebuilt engines produced while
simultaneously raising its share of revenue due to its higher price point. However,
this is a very limited market when compared with the overall industry. Overall, rebuilt
engines are expected to account for 7.6% of industry revenue in 2020.

Camshafts, crankshafts, piston rings and piston pins

Pistons within each of the engine's cylinders move up and down as
fuel is ignited and expelled from the chamber.

Each piston is connected to the crankshaft, which uses a counterweight to convert
the up-and-down motion into rotational motion. Air intake and exhaust from the

Automobile Engine & Parts Manufacturing in Canada 33631CA December 2020

20 IBISWorld.com



combustion chamber are controlled by valves that open and close when pushed by
the camshaft; valve timing is typically controlled by a gear that connects the
camshaft and crankshaft.

The number of required camshafts varies based on engine layout and design. The
typical arrangement is a single overhead cam where each valve head has one
camshaft attached. Therefore, inline engines have one camshaft and V-shaped
engines have two, but the latter is more common. Automakers continually optimize
and experiment with engine components to reduce weight, increase power and
decrease fuel consumption. The simplest and most common variation uses
aluminum cam and crankshafts instead of heavier steel. Together, all of these
products are essential in making the engine run. While companies innovate to
reduce engine size and fuel consumption, greater use of turbochargers enables
more three-cylinder engines to be produced. More efficient engines (more
compression) enable fewer cylinders, however, the growth of three-cylinder engines,
which are inline motors, only require a single camshaft. As a result, despite
innovations, the segment's share of revenue over the past five years has remained
stable, accounting for 3.7% of revenue in 2020. The engines may be more
advanced, but they have fewer parts.

Other

The other components produced by industry operators are parts and
accessories that support the engine function.

This includes sparkplugs and various air intake systems that provide oxygen for the
combustion process. Sparkplugs represent a stable source of revenue for engine
parts manufacturers, as they are necessary components and they replaced at a
higher rate that other parts. However, a sparkplug is inserted in each cylinder head.
So, as engines tend toward fewer cylinders, demand for sparkplugs declines.
Increasing efficiency requires better and less wasteful air intake. This is
increasingly being supplied by turbochargers that use the motion of the engine to
generate forced induction into the chambers.

Importantly, a significant product group for industry operators are engine valves.
Most engines have three to five valves per cylinder. Four-stroke combustion engines
need at least two valves per cylinder. Valves are typically for the intake of air, fuel
and the exhaust for emissions and other gases that pass on through to the catalytic
converter. Overall, these products are expected to account for 2.3% of industry
revenue in 2020.

Fuel injection systems

Fuel injection systems enable superior control of fuel-air mixtures
compared with carburetors, resulting in the total adoption of fuel
injection systems in modern vehicles.

Fuel injection systems are expected to make up only 0.6% of industry revenue in
2020. Until the 1960s, fuel injection systems were used for either gasoline or diesel
engines, but the creation of electronic fuel injection (EFI) updated the hardware to
accommodate both. The share of revenue that fuel injection systems comprise has
remained stable over the past five years. The systems are a necessary component
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for modern vehicle engines and typically move with general industry trends. Fuel
injection, however, does experience the same risk as the overall engine system with
regard to EV innovation.

Demand
Determinants

Demand for products produced in the Automobile Engine and Parts
Manufacturing industry in Canada depend almost entirely on
downstream demand for new motor vehicles.

This industry only generates a minor share of its revenue from rebuilt engines.
Generally, new vehicle sales are highly cyclical and affected by trends in interest
rates, manufacturer incentives, discretionary income, unemployment rates and
home values. Most consumers purchase new vehicles through lease agreements or
debt, with interest rates and discretionary income indicating their ability to service
new debt. Additionally, vehicle sales and selection are tied closely to fluctuations in
the price of gasoline. When the price of gasoline goes down, consumers tend to
purchase larger automobiles. While short-term fluctuations in gasoline prices have
a limited effect on overall car purchases, they do affect consumer model and brand
choices. Larger trucks and SUVs tend to require larger, more powerful engines,
which require more industry components.

Trade is another integral component of the industry that drives demand. Since
exports are expected to account for 76.7% of industry revenue in 2020, industry
revenue tends to ebb and flow with fluctuations in the value of the Canadian dollar.
Moreover, the United States is expected to account for over 90.0% of industry
exports, so the strength of the US economy is another demand determinant for the
industry. Moreover, the overall performance of the North American automotive
industry has an effect on industry demand. More assembly in the United States and
Canada drives demand for domestic engine production, which limits transportation
costs.
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Major Markets

Exports

In 2020, 76.7% of the Canadian Automobile Engine and Parts Manufacturing
industry's output is expected to be generated by exports, mostly to the United
States and Mexico. Since the introduction of North American Free Trade Agreement
(NAFTA) and now the United States-Mexico-Canada Agreement (USMCA),
automakers have operated an increasingly integrated supply chain between the
United States, Canada and Mexico as exports of engines are typically sent to
assembly plants on the other side of the border. Typically, the level of exports
hinges on the strength of the Canadian dollar against the currency of other trading
partners. While the depreciation of the loonie encouraged exports over the five
years to 2020, the COVID-19 (coronavirus) pandemic led to temporary closures of
industry plants and downstream automobile assembly plants in the United States in
early 2020. This reduced overall industry output and the need of imported engines
from Canada, respectively. The level of trade is largely determined by company level
decisions on where to place assembly plants. The primary US automakers have
maintained a strong level of vehicle assembly in the Great Lakes region on both
sides of the border, which generate significant trade between Canada and the
United States. Additionally, Asian automakers have increased their assembly
footprint in Canada and the United States to gain greater access to the lucrative
North American market. As a result, these companies have established supply
chains in North America to fuel their production. For more information, please refer
to the International Trade chapter of this report.

Original equipment manufacturers

The second-largest segment of engine manufacturing revenue comes from
automakers for the production of new vehicles. In 2020, automakers are expected
to account for 17.4% of industry revenue. Major automobile manufacturers have
domestic vehicle assembly plants such as Fiat Chrysler Automobiles NV, Ford
Motor Company (Ford), General Motors Company (GM) and Honda Motor Company
Ltd. (Honda). Ford, GM and Honda operate domestic industry-relevant engine
plants, which serve a significant level of this market segment. Linamar Corporation,
one of the industry's largest independent manufacturers, estimates that 65.0% of
engine, transmission and powertrain manufacturing is done directly by automaker
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subsidiaries. This limits the level of manufacturing production in Canada that is
sold to automakers, as they primarily house their engine facilities abroad.

Aftermarket suppliers and automotive repair shops

In addition to supplying major automakers, industry operators sell aftermarket parts
to auto parts stores and sometimes directly to automotive repair shops. The
aftermarket, which is primarily meant to replace the original equipment of a vehicle,
represents an estimated 5.9% of industry revenue in 2020.

The industry's aftermarket products are frequently high-performance versions of
vehicle original equipment, such as aluminum intake headers. Many automakers
operate large aftermarket performance parts brands. These brands tend to carry
expensive, discretionary products. Additionally, these aftermarket products may be
less expensive replacements to original parts. This market segment is primarily for
commoditized parts, such as sparkplugs, which do not need to match the original
part used in when the vehicle was assembled.

International
Trade

Exports in this industry are  High and Decreasing

Imports in this industry are  High and Decreasing

International trade is a crucial
component of the Automobile Engine
and Parts Manufacturing industry in
Canada, historically because of the
North American Free Trade
Agreement (NAFTA) and now the
United States-Mexico-Canada
Agreement (USMCA).

Imports

Imports are expected to decrease an
annualized 3.6% to $7.5 billion over
the five years to 2020. They were
initially expected to rise during the
period, but the COVID-19
(coronavirus) pandemic led to
temporary closures of domestic
automakers, which are the main
buyers of engines. This, combined
with a depreciation of the loonie,
contributed to the decline. All else
equal, as the value of the Canadian
dollar decreases relative to other
currencies, goods and services from abroad become more expensive, putting
downward pressure on imports. The majority of automotive assembly plants in
Canada do not have domestic subsidiaries to supply engine parts. As a result, these
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companies import engines from abroad. In total, imports are currently expected to
account for 88.0% of domestic demand.

The United States is the largest trading partner and is expected to account for
71.0% of imports in 2020. Mexico, which also benefits from the USMCA, is expected
to be at a distant second place, accounting for 13.6% of industry imports. While
Mexico has increased its productive capabilities over the past five years, its
production primarily flows to the United States for final use.

Exports

Exports are expected to decrease an annualized 7.1% to $3.4 billion over the five
years to 2020. The United States is expected to account for 94.9% of industry
exports in 2020. As a result, the US economy plays a vital role in the success of the
export market for industry operators. The value of the Canadian dollar has declined
relative to key trading partners during the period, which has made domestic
products relatively less expensive for foreign buyers. However, temporary plant
closures in the United States due to the coronavirus pandemic in early 2020 have
outweighed any favourable currency movements for domestic industry operators,
as this leads to reduced downstream demand. In addition, temporary plant closures
in Canada have led to reduced industry output, capping the level of potential
exports.
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Business
Locations

 

Business Concentration in Canada
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Since trade is a vital part of the Automobile Engine and Parts Manufacturing
industry in Canada and the United States is the industry's largest trade partner,
industry operators typically establish a presence near the Canadian-US border. In
particular, establishments are centred near the US automotive manufacturing
centres in the Great Lakes region. To this end, Ontario, which is expected to account
for 55.4% of industry establishments in 2020, benefits from being geographically
close to the United States' largest automotive region as the short distance enables
easy product shipping by either boat or truck. As a result, industry operators tend to
establish operations in this area to benefit from having lower transportation costs
with upstream suppliers. Additionally, Ontario houses Canada's largest automotive
assembly plants.

Although Quebec does not border the US Great Lakes region, it benefits from its
proximity to Ontario, and therefore is expected to comprise 17.7% of industry
establishments in 2020. Additionally, Quebec is home to the third-largest port in
northeastern North America, the Port of Montreal on the Saint Lawrence River,
which connects the Great Lakes with the Atlantic Ocean. All other provinces
account for significantly smaller percentages of the total number of manufacturing
locations. The primary advantage that helps engine manufacturing to exist in
Canada is proximity to large assembly plants, so all other locations tend to only
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house smaller operators including engine rebuilders and niche product
manufacturers.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Medium

The Automobile Engine and Parts
Manufacturing industry in Canada has a
moderate level of concentration, with the
largest players being subsidiary plants of
large automakers. Large companies that
exist are independent of the largest
automakers, but there is limited room in
this market. As engines become more
complex it is likely that automakers may
increase outsourcing of some components
to independent operators to limit costs.
However, this is not expected to decrease
concentration, as only larger companies
will be able to invest in the research and
development necessary to fulfill more
advanced technology demands.
Additionally, automakers will likely favour large manufacturers with proven supply
records.

Over the five years to 2020, concentration has increased. As competition from
abroad has grown, industry companies have consolidated and increased
automation to maintain their profit margin. This has led to either acquisitions or
companies simply exiting the domestic industry. In 2020, the four largest
companies are estimated to capture 63.9% of industry revenue, up from 46.4% in
2015.

Ultimately, the industry is characterized by a disparity between small-scale and
larger operations. According to 2020 data from Statistics Canada, 41.1% of all
employing establishments have a staff of fewer than five people, while 64.4%
employ fewer than 10 people. Only 15.6% of all establishments employ more than
100 workers, and these are expected to be the facilities owned by major players,
particularly the five establishments that employ more than 500 workers in 2020.
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Key Success
Factors

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

Access to automated manufacturing technology: Large-scale gasoline engine

manufacturing requires the use of robotic assembly lines. Automated production helps keep

labour costs low and maintain consistent quality.

Ability to accommodate environmental requirements: Fuel efficiency regulations are

growing increasingly stringent. Engine manufacturers must strive to keep fuel efficiency in

mind across their product line.

Effective cost controls: Engine manufacturers need to strive to maintain low per-unit

production costs. Labour costs are particularly prone to rapid growth due to high union

penetration.

Undertaking technical research and development: Consumer demand and regulatory

pressure require constant improvement of gasoline engine designs. With gasoline prices

expected to rise, engine manufacturers need to develop new technologies to maintain

market share.

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.

Cost Structure
Benchmarks
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Profit

IBISWorld expects profit, measured as earnings
before interest and taxes, to account for 3.2% of
industry revenue in 2020, down from 8.2% in
2015. Industry operators that use aluminum to
reduce the weight of their products and increase
fuel economy typically have lower profit than
operators that use steel. Although aluminum is
more expensive than steel, it is being
implemented more to keep up with rising
regulatory standards regarding fuel economy.
However, the primary reason for the expected
decline in the industry profit margin is due to the
temporary closure of industry plants and
downstream automotive assembly facilities in
early 2020 to mitigate the spread of COVID-19
(coronavirus). The existence of high fixed costs
to manufacture industry products means that
sharp declines in production typically lead to
operating at a loss or at severely constrained
margins.

Wages

Wages are expected to account for 10.5% of
industry revenue in 2020. The average wage is
relatively high due to pressures from labour
unions, which make it difficult for industry
operators to cut labour expenses. As a result,
industry operators struggled to maintain
profitability under expensive labour contracts,
which included defined-benefit pensions, limiting
operators' ability to fire union workers. High
labour costs, guaranteed under union contracts,
along with other factors, have historically limited
flexibility for management, particularly in the
short term. New hiring has been done with
updated union contracts that have accepted
lower starting wages. Furthermore, advances in
automation technologies have contributed to
lessened labour requirements for production.
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Purchases

Purchases are expected to account for 70.1% of
industry revenue in 2020, down from 70.7% in
2015. Industry operators purchase raw
materials, such as steel and aluminum, to
manufacture industry products. Therefore, the
steel product prices affect purchases' share of
industry revenue. For example, as steel prices
decrease, purchases as a share of revenue tend
to follow suit.

Industry operators have increasingly been using
aluminum to reduce the weight of parts, which
tends to increase fuel economy. However,
aluminum is relatively costlier than steel. As a
result, purchases as a share of revenue are
generally higher for industry operators that use
aluminum, as opposed to using steel.

Depreciation

Automobile engine manufacturing, particularly
that of the major players, requires enormous
capital investment in manufacturing facilities
and equipment. In 2020, depreciation is
expected to comprise 2.3% of industry revenue
as a result of this structure.

Marketing

Marketing costs for industry operators are
expected to be negligible. Auto engine and parts
manufacturers typically have long established
contracts with downstream original equipment
manufacturers and as a result rarely have to
advertise their operations. In 2020, marketing
costs are estimated to account for 0.7% of
industry revenue.
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Rent

Rent for locations, plants and equipment is low
since most operators in the industry tend to buy
instead of lease equipment and locations.
Overall, rent costs are expected to account for
2.7% of industry revenue in 2020.

Utilities

Utility costs are expected to account for 1.2% of
industry revenue in 2020.

Other Costs

Other costs associated with this industry include
research and development, insurance costs and
general selling and administrative costs.
Industry operators have increased research and
development as they seek to innovate more
quickly and efficiently than their competitors.
Innovation includes both updating product lines
with new technologies to maintain consumer
interest and updating production process
technologies to reduce operating and wage
costs. Other costs are expected to account for
9.3% of industry revenue in 2020.

Automobile Engine & Parts Manufacturing in Canada 33631CA December 2020

32 IBISWorld.com



Basis of
Competition

Competition in this industry is  High and Increasing

Internal competition

Operators in the Canadian Automobile Engine and Parts
Manufacturing industry are usually subsidiaries of parent
automakers, effectively eliminating most avenues for internal
competition within this industry.

However, since engines are essential components of vehicles, they become the
basis of differentiation between vehicles. Automakers compete with one another
primarily through price, fuel economy, design and performance of their engines.
Automakers that produce engines at lower prices can pass these savings onto
consumers and enhance their competitive standing. Some foreign and small car
manufacturers use engines produced by other large manufacturers. This drives a
certain level of internal competition, but this competition is primarily manifest
through downstream automakers contending for licensing agreements.
Competition does exist between smaller, bespoke engine manufacturers that
compete for niche performance and restoration markets. This, however, is a small
portion of the industry.

Fuel economy has become the most important competitive basis for engines. Major
industry operators, such as General Motors Company and Ford Motor Company, are
reducing the cylinder count of the engines in their vehicles to improve fuel economy
while adding turbochargers to boost performance. These turbochargers provide
increased air compression within the engine's cylinders. As a result, this technology
enables smaller engines to maintain performance that is comparable to larger
engines while simultaneously appealing to environmentally conscious consumers.

External competition

Consumer sentiment for new vehicle purchases correlates highly
with trends in gas prices because they alter the cost of owning and
operating a vehicle.

Consumers are less willing to invest in an automobile when gas prices are
significantly high. Therefore, while the price of crude oil is a significant factor in
determining consumer purchases, developers of electronic vehicle (EV) technology
or other substitutes for gasoline-powered vehicles threaten engine manufacturers.
Hybrid powertrain and EV technology pose the greatest threat to industry products
and, despite currently low gas prices, are forecast to continue to capture a greater
share of the automobile market in the future. Additionally, automotive engine
manufacturers compete indirectly with industries that offer consumers a less
expensive transportation alternative, such as buses, taxi services and vehicle rental
services.

Barriers to Entry Barriers to entry in this industry are  High and Steady
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Large-scale engine production in the
Canadian Automobile Engine and Parts
Manufacturing industry has very high
barriers to entry, although these
obstacles are contingent upon output
levels. Manufacturers that seek high-
volume production to compete with the
major players in this industry need to
invest in robotics and equipment to
handle molten metal and high-efficiency
machining tools. Most light vehicle
manufacturers produce their engines
through subsidiaries, leaving little room for new entrants to sell to major
automakers. According to Linamar Corporation, a large independent engine
manufacturer, an estimated 65.0% of automakers' demand for engine, powertrain
and transmission parts is satisfied by the automakers themselves, thereby
restricting access to the largest downstream market for industry operators. New
entrants are essentially confined to the niche engine or restoration market.
Additionally, new entrants must be wary of updated fuel economy regulations,
which will shift the manufacturing process toward producing more fuel-efficient
engines. Major companies have already invested heavily in research and
development for these engine technologies, eliminating many opportunities for
smaller companies, which are typically bereft of resources for research to parallel
that of the major players. The primary avenue for a significant entry into the market
would be for a large automaker to establish a manufacturing and assembly plant in
Canada. Industry participation is possible at a much smaller scale through engine
rebuilding and machining shops, although these represent a small share of industry
output.

Barriers to entry checklist
Competition High

Concentration Medium

Life Cycle Stage Mature

Technology Change High

Regulation & Policy Medium

Industry Assistance Medium

Industry
Globalization

Globalization in this industry  High and Steady

Globalization has been a preeminent force in the Automobile Engine and Parts
Manufacturing industry in Canada since the implementation of NAFTA in 1994 and
the newly ratified United States-Mexico-Canada (USMCA) Agreement. Industry
supply chains have grown increasingly complex since the treaty went into effect.
The high proportion of imports and exports from the United States and Mexico
illustrates this complexity. Automakers based in Europe and Japan produce many
of their vehicles within the USMCA zone to satisfy their North American consumer
base without the expense of overseas logistics. Additionally, many foreign
automakers have increased their presence in Mexico to take advantage of more
affordable labour. This trend has been gaining steam, which negatively affects
industry operators. Conversely, some automakers have chosen to increase their
investments in Canada as a site of innovation and technical expertise due to the
high levels of education. Nevertheless, Canada has the added convenience of being
close to the Great Lakes region, which is the automotive hub of the United States.
As a result, transportation costs for exports to the United States are lower, relative
to operations in Mexico.
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Major Companies
 

 

Major Players HONDA CANADA INC.

Market Share: 31.8%

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, Honda employed
an estimated 215,638 people globally (latest
data available). Company operations are
divided into motorcycle production;
automobile manufacturing; life creation and
other businesses; and financial services. In
fiscal 2019 (year-end March), Honda generated an estimated $181.8 billion in global
revenue from all of its operating segments.

Honda Canada Inc. (Honda Canada) is headquartered in Markham, ON. The
subsidiary has been producing automobiles in Canada since 1986. Honda Canada
is headquartered in Toronto. Honda Canada currently operates two vehicle
assembly plants and one engine plant, all located in Alliston, ON. The plants
produce Honda Civic models, as well as other models such as the Honda CR-V and
4-cylinder engines, though revenue from its automobile assembly operations is not
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relevant to this industry. The Alliston manufacturing complex has an annual
capacity of 390,000 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.

Financial performance

Honda's revenue from its Canadian car and automobile manufacturing operations is
expected to rise at an annualized rate of 3.8% to $1.4 billion over the five years to
fiscal 2020. However, the COVID-19 (coronavirus) pandemic has led to a company-
wide closure of its Canadian production facilities between March 2020 and May
2020, and is expected to lead to a steep decline in industry-relevant revenue growth
in 2020. Growth for fuel-efficient cars has underpinned improving revenue
generation during the period. Furthermore, the popularity of the Honda Civic cannot
be understated as it has been Canada's top selling car for 22 consecutive years and
this has significantly helped the company's performance as the company produces
engines for this model. The company's industry-relevant operating profit is expected
to fare poorly due to the coronavirus pandemic, falling at an annualized rate of
14.9% to $27.7 million over the five years to fiscal 2020.

Honda Canada Inc. (industry-relevant operations) - financial performance*
Year** Revenue Growth Operating profit Growth

($m) (% change) ($m) (% change)
2015-16 1160.9 N/C 61.9 N/C
2016-17 1315.6 13.3 82.6 33.4
2017-18 1296.8 -1.4 79.1 -4.2
2018-19 1558.7 20.2 73.5 -7.1
2019-20 1791.6 14.9 101.8 38.5
2020-21 1397.9 -22.0 27.7 -72.8

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

FORD MOTOR COMPANY OF CANADA
LIMITED

Market Share: 13.3%

Ford Motor Company (Ford) is the second-
largest US automaker and one of the largest
car manufacturers in the world. The company
is based in Dearborn, MI, a suburb of Detroit.
Ford produces vehicles under the Ford and
Lincoln nameplates. The company also
operates in the same regions and market
segments as its rival, General Motors
Company, and generated an estimated $206.9
billion from its global automotive operations in 2019 (latest data available). Ford
participates in this industry through its subsidiary, the Ford Motor Company of
Canada Limited (Ford Canada).

In the Canadian Automobile Engine and Parts Manufacturing industry, Ford was the
first of the North American automakers to pursue a turbocharging and engine
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downsizing strategy across its line of vehicles. Ford's EcoBoost engines use
turbochargers and fewer engine cylinders to offer superior fuel economy and power
comparable to a larger engine. The company's introduction of the EcoBoost engines
is garnering goodwill from environmentally concerned customers, while also
helping it meet fuel-efficiency regulations. Ford has expanded its offering of
EcoBoost engines across its vehicle portfolio during the period. Canadian engine
and component production are facilitated through two domestic plants. These
plants are located in Essex, ON, and Windsor, ON, and employ an estimated 700 and
1,510 workers, respectively. Both operations encompass large locations in terms of
square metres and generate most of the engine supplies to Ford Canada's domestic
vehicle assembly plants.

Ford is also significantly increasing its research and development on all varieties of
electric vehicles (EVs). With the popularity of EcoBoost and its hybrid
developments, Ford is developing more plug-in hybrid EV engines and an all-electric
vehicle engine. The plug-in hybrid pairs a high-voltage battery and electric motor
with a gasoline engine that will enable the car to run on either system. The
company's all-electric vehicle, the Ford Focus EV, made its debut at the end of 2012.
Sales of Ford's EVs have been improving during the period, and the Fusion Hybrid
model is one of the best-selling hybrids in the US market.

Financial performance

Ford has been a leader in investing in domestic production. While it has made
significant outlays into increasing its Mexican footprint, Ford has maintained its
Canadian operations. In March 2017, Ford Canada, along with the federal and
provincial government, invested $600.0 million into the Windsor plant. However,
despite this investment, Ford Canada's engine production revenue is anticipated to
decrease an annualized 2.5% to $583.9 million over the five years to 2020. While
revenue was initially anticipated to grow, the coronavirus pandemic led to the
temporary closure of Ford Canada's factories in early 2020. This negatively affected
engine production, to the detriment of company revenue. The company's operating
profit is also expected to fare poorly for the same reasons, falling an annualized
50.5% to $1.3 million over the five years to 2020. The plant is expected to receive an
investment of $148.0 million over the five years to 2025 to build new 6.X-litre
engines, which should lead to revenue growth.

Ford Motor Company of Canada Limited (industry-relevant operations) - financial
performance*

Year Revenue Growth Operating profit Growth
($m) (% change) ($m) (% change)

2015 662.0 N/C 45.0 N/C
2016 690.8 4.4 46.3 2.9
2017 696.0 0.8 34.8 -24.8
2018 707.9 1.7 25.9 -25.6
2019 701.6 -0.9 24.1 -6.9
2020 583.9 -16.8 1.3 -94.6

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)
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GENERAL MOTORS OF CANADA
COMPANY

Market Share: 9.8%

General Motors Company (GM) is
headquartered in Detroit, and employs an
estimated 164,000 people. Its most notable
brands include Chevrolet, GMC, Buick and
Cadillac. GM generated $182.1 billion in global
revenue in 2019 (latest data available).
General Motors of Canada Company (GM
Canada) is headquartered in Oshawa, ON, but
its engine manufacturing facility is located in
St. Catharines, ON. This plant manufactures powertrain components that focus
primarily on engine parts. In total, the plant employs an estimated 1,189 workers.
The plant manufactures GM's Gen V V8 and HFV6 engines. The Gen V V8 engine
variants produced are the 5.3 litre and 6.2 litre version. The plant also produces iron
and aluminum engine blocks and various engine components.

GM is a prolific developer and producer of gasoline engines and engine
technologies. GM's engineering teams frequently lead the development in improving
fuel efficiency, with fuel-saving technologies, such as cylinder deactivation, direct
fuel injection, turbocharging with engine downsizing and variable valve timing.
Increased use of these technologies in production vehicles is expected to help GM
meet consumer demand trends while complying with ever-increasing fuel economy
regulation. GM is also developing homogenous charge compression ignition
engines, which can achieve diesel-like fuel economy with gasoline-like emissions.
Beyond gasoline engines, GM has been involved with developing and
commercializing ethanol-capable gasoline engines, hydrogen fuel-cell systems,
diesel engines and electric vehicles. Concerns over climate change and the volatile
cost of oil, particularly regarding its effect on gasoline and diesel prices, have driven
these initiatives, along with substantial federal subsidy assistance.

Financial performance

Revenue from GM Canada's engine manufacturing segment is expected to fall at an
annualized rate of 1.7% to $430.3 million over the five years to 2020. While revenue
was relatively strong earlier during the period and was initially anticipated to grow,
the coronavirus pandemic led to the temporary closure of GM Canada's factories in
early 2020. This negatively affected engine production, to the detriment of company
revenue. These closures had a larger effect on the company's operating profit,
measured as earnings before interest and taxes, as it is also expected to fall at an
annualized rate of 11.4% to $27.2 million during the same period.

General Motors of Canada Company (industry-relevant operations) - financial
performance*

Year Revenue Growth Operating profit Growth
($m) (% change) ($m) (% change)

2015 468.9 N/C 49.9 N/C
2016 529.3 12.9 55.0 10.2
2017 516.5 -2.4 55.2 0.4
2018 497.8 -3.6 47.1 -14.7
2019 483.3 -2.9 37.3 -20.8
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General Motors of Canada Company (industry-relevant operations) - financial
performance*

Year Revenue Growth Operating profit Growth
($m) (% change) ($m) (% change)

2020 430.3 -11.0 27.2 -27.1
Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

LINAMAR CORPORATION

Market Share: 9%

Founded in 1966 and headquartered in
Guelph, ON, Linamar Corporation (Linamar) is
a publicly traded company on the Toronto
Exchange and specializes in manufacturing
products for powertrain systems and aerial
work platforms. Globally, the company
operates out of 61 plants and employs an
estimated 26,000 workers as of Q2 2020
(latest data available). The primary
components that are industry relevant include
parts manufactured by the powertrain
systems segment, and are primarily sold to large automakers. In general, these are
lower-level component parts that will become part of a final engine assembly.

Linamar maintains plants in Canada, the United States, Mexico, China, India, the
United Kingdom, Germany, Hungary, France, Bulgaria and Spain. However, most
operations are located in Canada, where Linamar has 24 manufacturing facilities,
21 of which manufacture engine components. In January 2015, the company
completed its acquisition of Seissenschmidt AG for $109.0 million, which has three
powertrain component plants in Germany. While this does not directly increase the
company's footprint in Canada, it does increase its overall scale. This increased
scale is likely to improve its negotiating position with large automakers, bolstering
its market share moving forward.

Financial performance

Linamar's industry-relevant revenue is expected to decrease at an annualized rate of
0.7% to $397.0 million over the five years to 2020. However, the decline can be
mainly attributed to the drastic decline in downstream demand as a result of the
coronavirus pandemic as revenue grew between 2015 and 2019. Over these years,
as other companies left the Canadian industry, Linamar has been able to increase
its business with large automakers that have domestic production facilities.
Revenue production has relied on the company strategically situating itself as a key
link in the North American automotive supply chain. The company produces more
basic level engine components, which are not efficient for large automaker-owned
engine plants to manufacture in-house. As a result, the company has benefited from
increased outsourcing of lower value-added engine parts to independent
manufacturers. However, as with revenue, operating profit for the company,
measured as earnings before interest and taxes, is expected to decline an
annualized 35.5% to reach $4.7 million over the five years to 2020 as downstream
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automakers temporarily closed earlier in the year, to the detriment of operating
profit over the current year.

Linamar Corporation (industry-relevant operations) - financial performance*
Year Revenue Growth Operating profit Growth

($m) (% change) ($m) (% change)
2015 411.4 N/C 42.1 N/C
2016 490.6 19.3 52.7 25.2
2017 518.3 5.6 52.1 -1.1
2018 547.4 5.6 45.2 -13.2
2019 519.1 -5.2 35.8 -20.8
2020 397.0 -23.5 4.7 -86.9

Source: Annual Report and IBISWorld
Note: *Estimates
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Operating Conditions
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Capital Intensity The level of capital intensity is  Medium

The Automobile Engine and Parts
Manufacturing industry in Canada is
moderately capital intensive. For every $1.00
spent on labour, the average industry operator
will invest an estimated $0.22 in capital
equipment in 2020, a decline from $0.25 in
2015. With an expected decline in revenue in
2020 as the COVID-19 (coronavirus) pandemic
significantly affects the industry, companies
are expected to delay capital improvement
projects to maintain funds amid future
uncertainty in the Canadian and global
economy. Industry operators need extensive
machinery and manufacturing space and
reliable access to raw materials such as steel,
iron and aluminum. Engine cylinder blocks are
cast in sand-filled moulds using molten iron or
aluminum, which may be combined with other
metals to form alloys. Large-scale
manufacturers use a high degree of
automation in this process to maintain high-
quality standards and minimize marginal
production costs. Ultimately, while these
capital expenditures are crucial to industry
performance, industry operators have focused on maintaining existing fixed capital.

The high levels of automation that are common in most automotive-manufacturing
industries enable a relatively small workforce to produce many engines.
Automakers began adopting these technologies in the 1980s and 1990s, as they
experienced increasing competition with manufacturers in Japan, which had much
less costly nonunionized labour. These production strategies enhance profitability
and productivity when demand is high, but also impede these variables when
demand is low. Strong vehicle demand in recent years has supported the use of
increased automation, particularly as the domestic industry struggles to compete
with low-wage countries.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

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.

Moderate
Rate of
Innovation

Potential

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.
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Level Factor Disruption Description

Very Low
Innovation
Concentration

Very Unlikely

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

Very Low Ease of Entry Very Unlikely

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

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.

The rate of new patent additions to the industry is low. This is combined with a low
concentration of innovation. Both factors being low suggests that new technology
entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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

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

Over the five years to 2020, the Automobile Engine and Parts
Manufacturing industry in Canada has endured the possibility of
strong technological disruptive forces due to the increasing
momentum toward advanced drive-line technology.

Industry-relevant goods are gas powered, and due to recent innovations and
increased environmental consciousness, automakers are increasingly opting to
produce vehicles that run on partially or completely electrically run engines.
Therefore, developers of electronic vehicle (EV) technology or other substitutes for
gasoline-powered vehicles threaten engine manufacturers. Hybrid powertrain and
EV technology pose the greatest threat to industry engines and their share of the
auto market is expected to grow moving forward. This trend should only be
accelerated by the race to autonomous or self-drive technology. This movement
may endanger industry revenue moving forward and could drastically disrupt
industry growth and landscape.

The level of technology change is  High
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Operators in the Automobile Engine and Parts Manufacturing
industry in Canada are exposed to fairly rapid technological change
in products and production techniques.

Automakers were one of the earliest adopters of industrial robots, which are now
ubiquitous in automotive manufacturing. Advances in machine-vision and robotic
movement enable the current generation of industrial robots to complete tasks with
even higher accuracy.

Overall, automobile engine technology advances quickly, though widespread
adoption of innovations can take years. In recent years, innovation in this area has
focused on improving fuel economy by incorporating different sources of energy.
Fuel economy concerns are propelling interest in non-gasoline engines as well,
particularly hybrid-electric and diesel systems, which are not produced by this
industry. Establishments within this industry do not engage in electric motor or
battery manufacturing. Therefore, the rising popularity of electric vehicles is
expected to steal some demand away from the industry over the five years to 2025.
While Tesla Inc. garners significant headlines for automated controls and electric
motors, cars produced by larger automakers offer extensive driving ranges at
affordable prices. All large automakers are investing in electric drive capabilities
and are betting on electric vehicles being a primary mode of transportation in the
next decade. While these changes are not directly pertinent to the industry, larger
engine manufacturers typically produce a range of engine types and therefore has
an indelible effect on domestic conditions. Furthermore, the advances in these
alternative engines fuel innovation in gasoline engine research and development to
combat rising competition from these external products. Nonetheless, the
schematics of combustion engines at its core have remained relatively unchanged
over time, with most technological developments focused on improving a tried-and-
true model of propulsion.
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Revenue Volatility The level of volatility is  High

Note: Revenue growth and decline reflective of 5-year annualized trend. Y-axis is in
logarithmic scale. Y-axis crosses at long-run GDP. X-axis crosses at high volatility
threshold.

Over the five years to 2020, the Automobile Engine and Parts
Manufacturing industry in Canada has experienced a moderate to
high level of revenue volatility.

Industry operators are heavily reliant on the United States as a trading partner, thus
tethering industry performance to currency valuations and the health of the US
economy. For example, exports are expected to account for 76.7% of industry
revenue in 2020, of which over 90.0% is expected to go to the United States alone.
Therefore, the industry is highly exposed to changes in both domestic and
international economies, which adds a degree of volatility for the industry at large.
Lastly, the COVID-19 (coronavirus) pandemic is expected to lead to a significant
decline in revenue in 2020, contributing to revenue volatility during the period.

Additionally, as a tier one manufacturing industry, operators are heavily reliant on
the production levels of automakers. If an automaker reduces production, this may
cause an industry player to idle its factory. Moreover, industry companies do not
carry significant levels of backlog and they focus on production as orders come in.
This is done partly to increase inventory turnover, but is also a function of specific
product demands by automakers that makes it difficult for companies to carry
stock inventory. As a result, there is no cushion of backlogged orders to alleviate a
particularly hard year for the industry.

Regulation &
Policy

The level of regulation is  Medium and is Increasing
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The Automobile Engine and Parts Manufacturing industry in Canada
experiences a moderate level of government regulation, primarily
regarding vehicle emission standards.

As of 1988, Canadian emission standards have been harmonized with the United
States. Abiding by these regulations results in increased compliance costs,
ultimately hampering industry profitability. Additionally, industry operators must
invest more in research and development to ensure that they meet emission
standards. However, the regulation does provide an added benefit. For example,
stringent regulations force industry operators to innovate and therefore help them
stay competitive. The current prevailing standard was established in July 2015
under the On-Road Vehicle and Engine Emissions Regulations which harmonizes
Canadian standards with EPA Tier 3 regulations beginning with the model year 2017
and will be phased in up to model year 2025. These standards have gradually
improved over time.

Industry
Assistance

The level of industry assistance is  Medium and is Steady

Since operators in the Canadian Automobile Engine and Parts
Manufacturing industry heavily rely on the US economy and the
strength of the US auto market, US industry assistance is relevant to
domestic manufacturers.

Almost all of the industry's trade occurs with the countries under the United States-
Mexico-Canada Agreement (USMCA), which was ratified in summer 2020. It
eliminates tariffs, thereby providing indirect assistance to manufacturers that
export their products.

The primary level of domestic assistance comes in the form of union support.
These unions help to ensure higher quality manufacturing at the expense of higher
wages. Unifor handles the negotiating for unionized autoworkers. This includes
workers at engine plants owned by large automakers. Additionally, the industry
traditionally relies on the federal and Ontario governments to supply incentives to
automotive companies to invest in Canada. For example, the federal government
and the Government of Ontario have each provided in excess of $100.0 million to
support a partnership with Ford Motor Company of Canada Limited in 2017, which
supported industry sales and set a precedent for future public-private partnerships
of this sort. With the USMCA now in place, industry operators and automobile
manufacturers that buy industry products must follow the new specifics of the
agreement and may have to adjust their supply chain and long-term capital
investment strategies. Lastly, with the COVID-19 (coronavirus) pandemic creating
poor economic conditions in 2020, numerous smaller industry operators are
expected to have qualified for some form of government assistance, such as the
Canada Emergency Business Account or the Canada Emergency Wage Subsidy.

Outside of government assistance, industry operators can also seek out trade
organizations. Globally, the Truck and Engine Manufacturers Association provides
enterprise and educational resources for engine producers. Domestically, industry
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associations offer both indirect and direct support. For example, Global
Automakers of Canada, the Automotive Industries Association of Canada and the
Canadian Vehicle Manufacturers Association are not directly pertinent to
manufacturing engines alone, but their resources can be useful for engine
producers in this industry. Meanwhile, the Automotive Parts Manufacturers
Association is more directly involved in industry operations and can prove beneficial
for engine manufacturers that need enterprise assistance, educational resources,
licensing information, accreditation and customs assistance for exporters.
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Key Statistics
Industry Data

Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic
Demand

World price
of steel

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)
2011 5,136 1,123 215 200 7,789 3,620 7,420 534 8,935 237
2012 5,845 1,116 200 186 8,165 3,890 8,204 589 10,158 204
2013 4,922 1,105 185 172 8,250 3,175 7,596 535 9,342 195
2014 5,674 1,199 171 159 8,637 4,144 7,783 515 9,314 187
2015 6,295 1,189 159 147 8,977 4,880 9,009 539 10,424 131
2016 6,095 1,113 152 140 7,416 4,957 10,449 509 11,586 144
2017 5,869 1,189 149 138 7,848 4,396 9,879 538 11,352 187
2018 6,156 1,086 148 137 8,784 4,440 9,377 581 11,093 218
2019 5,915 1,149 143 133 8,555 4,223 9,638 564 11,330 177
2020 4,391 703 133 124 7,135 3,368 7,495 460 8,518 152
2021 5,210 872 130 121 7,881 3,990 9,038 516 10,258 163
2022 5,469 988 127 117 8,060 4,208 8,971 531 10,232 184
2023 5,694 1,058 123 114 8,206 4,368 9,682 543 11,008 190
2024 5,857 1,087 121 112 8,339 4,483 10,230 553 11,604 197
2025 5,994 1,111 118 109 8,437 4,578 10,758 561 12,174 204

Annual Change
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
World price

of steel
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)

2011 6.66 1.90 -2 -1 25 -7.51 -9.26 16.9 -1.56 16.0
2012 13.8 -0.63 -7 -7 5 7.47 10.6 10.3 13.7 -14.0
2013 -15.8 -0.93 -7 -8 1 -18.4 -7.42 -9.16 -8.03 -4.56
2014 15.3 8.51 -8 -8 5 30.5 2.46 -3.63 -0.31 -3.79
2015 10.9 -0.84 -7 -8 4 17.8 15.7 4.57 11.9 -30.2
2016 -3.18 -6.39 -4 -5 -17 1.58 16.0 -5.55 11.2 10.2
2017 -3.71 6.79 -2 -1 6 -11.3 -5.46 5.69 -2.02 29.9
2018 4.89 -8.68 -1 -1 12 0.99 -5.08 7.99 -2.27 16.7
2019 -3.93 5.81 -3 -3 -3 -4.89 2.78 -2.88 2.13 -19.0
2020 -25.8 -38.9 -7 -7 -17 -20.3 -22.3 -18.4 -24.8 -14.0
2021 18.7 24.2 -2 -2 11 18.5 20.6 12.1 20.4 7.35
2022 4.95 13.3 -2 -3 2 5.46 -0.74 2.80 -0.26 12.6
2023 4.12 7.10 -3 -3 2 3.79 7.92 2.26 7.59 3.40
2024 2.85 2.73 -2 -2 2 2.61 5.65 1.87 5.42 3.61
2025 2.35 2.18 -2 -3 1 2.11 5.15 1.41 4.91 3.68

Key Ratios
Year IVA/Revenue Imports/Demand Exports/Revenue Revenue per

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2011 21.9 83.0 70.5 659 10.4 36.2 68,494
2012 19.1 80.8 66.6 716 10.1 40.8 72,100
2013 22.5 81.3 64.5 597 10.9 44.6 64,824
2014 21.1 83.6 73.0 657 9.08 50.5 59,673
2015 18.9 86.4 77.5 701 8.56 56.5 60,042
2016 18.3 90.2 81.3 822 8.35 48.8 68,649
2017 20.3 87.0 74.9 748 9.17 52.7 68,565
2018 17.6 84.5 72.1 701 9.44 59.4 66,154
2019 19.4 85.1 71.4 691 9.54 59.8 65,973
2020 16.0 88.0 76.7 615 10.5 53.6 64,527
2021 16.7 88.1 76.6 661 9.91 60.6 65,487
2022 18.1 87.7 77.0 678 9.70 63.5 65,831
2023 18.6 88.0 76.7 694 9.53 66.7 66,122
2024 18.6 88.2 76.5 702 9.44 68.9 66,291
2025 18.5 88.4 76.4 710 9.35 71.5 66,445
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Additional Resources
Additional
Resources

Wards Auto
http://www.wardsauto.com

Automotive News
http://www.autonews.com

Truck & Engine Manufacturers Association
http://www.enginemanufacturers.org

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

Industry Jargon BIG THREE
Another name for the top US automobile manufacturers.

CORPORATE AVERAGE FUEL ECONOMY (CAFE)
US regulations intended to improve the fuel economy of cars and light trucks.

ELECTRIC VEHICLE
A plug-in vehicle that eschews gasoline in favour of an electric battery.

Glossary Terms 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.
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DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of

origin. It is derived by adding imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors,

partners, managers and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise

consists of one or more establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single

physical location where business is conducted or where services or industrial operations are

performed. Multiple establishments under common control make up an enterprise.

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

abroad.

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

Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is

considered high if the top players account for more than 70% of industry revenue. Medium

is 40% to 70% of industry revenue. Low is less than 40%.

INDUSTRY REVENUE
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.
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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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IBISWorld helps you find the industry information
you need – fast
With our trusted research covering thousands of global industries, you’ll get a quick and intelligent overview of any industry
so you can get up to speed in minutes. In every report, you’ll find actionable insights, comprehensive data and in-depth
analysis to help you make smarter, faster business decisions.If you're not yet a member of IBISWorld, contact us at
+1-800-330-3772 or info@IBISWorld.com to learn more.

Disclaimer

This product has been supplied by IBISWorld Inc. ('IBISWorld') solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person with
regard to the completeness or accuracy of the data or information contained herein, and it accepts no responsibility and
disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage whatsoever suffered or
incurred by any other person resulting from the use of, or reliance upon, the data or information contained herein.
Copyright in this publication is owned by IBISWorld Inc. The publication is sold on the basis that the purchaser agrees not
to copy the material contained within it for other than the purchasers own purposes. In the event that the purchaser uses or
quotes from the material in this publication - in papers, reports, or opinions prepared for any other person - it is agreed that
it will be sourced to: IBISWorld Inc.
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