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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:

· Revenue expectations for the Auto Parts Manufacturing industry in Canada have
been adjusted from a decline of 0.2% to a decline of 21.7% in 2020 as a result of
weak downstream demand. For more detail, please see the Current Performance
chapter.

· Less demand from export markets is expected to be a primary driver of the decline
in industry revenue, with the value of exports expected to decline 28.6% in 2020. For
more detail, please see the Cost Structure Benchmarks chapter.

· Industry operators are expected to qualify for government assistance programs
aimed at reducing the effects of COVID-19 (coronavirus) on business operations.
For more detail, please see the Industry Assistance 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 Operators in the Auto Parts Manufacturing industry in Canada manufacture and

rebuild a wide variety of motor vehicle parts and accessories. These parts include
air bags, air conditioners, catalytic converters, engine exhaust systems, mufflers
and resonators, radiators, radiator cores and wheels.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry:

Manufacturing motor vehicle air conditioners

Manufacturing motor vehicle air bag assemblies

Manufacturing catalytic converters and engine exhaust

Manufacturing mufflers and resonators

Manufacturing radiators and cores

Manufacturing wheels (rims)

The major products and services in this industry:

Air-conditioning systems

Fuel tanks and filters

Exhaust systems and radiators

Airbags

Auto body parts, wheels and other auto parts
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Supply Chain
 

 

SIMILAR INDUSTRIES

Heating & Air-Conditioning
Equipment Manufacturing in
Canada

Truck, Trailer & Motor Home
Manufacturing in Canada

Automobile Engine & Parts
Manufacturing in Canada

Automobile Electronics
Manufacturing in Canada

RELATED INTERNATIONAL INDUSTRIES

Global Auto Parts &
Accessories Manufacturing

Automobile Steering &
Suspension Manufacturing
in the US

Automobile Brakes
Manufacturing in the US

Automobile Transmission
Manufacturing in the US

Automobile Interior
Manufacturing in the US

Motor Vehicle Parts and
Accessories Manufacturing
in Australia

Auto Parts Manufacturing in
China

Motor Vehicle Parts &
Accessories Manufacturing
in the UK

Motor Vehicle Parts &
Accessories Manufacturing
in Ireland

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

$5.3bn
Revenue

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-7.2% 5.5%

$-201.9m
Profit

Annual Growth  Annual Growth

2015-2020  2015-2025

-175.7%

-3.8%
Profit Margin

Annual Growth  Annual Growth

2015-2020  2015-2025

-14.3%

296
Businesses

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-0.3% 2.2%

14,818
Employment

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

2.5% 4.5%

$886.2m
Wages

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

0.4% 4.7%

Key External Drivers % = 2015-2020 Annual Growth

-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

Concentration
Low

MIXED IMPACT

Life Cycle
Mature

Capital Intensity
Medium

Regulation
Medium

Barriers to Entry
Medium

NEGATIVE IMPACT

Revenue Volatility
High

Industry Assistance
Low

Technology Change
High

Globalization
High

Competition
High

Key Trends

 The Canadian industry maintains a high trade deficit

 Industry participation is expected to decline due to the
industry's poor performance

 Aided by the depreciation of the Canadian dollar, imports are
expected to decrease

 As new car sales grow, the share of revenue accounted for by
automakers will grow

 Consumers have increasingly demanded eco-friendly
vehicles despite low oil prices

 Operators are expected to benefit from growth in industry
exports

 Industry operators conduct a significant amount of trade with
downstream markets in the United States
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Products & Services Segmentation

Air-conditioning systems

19.5%

Fuel tanks and filters

11.8%

Exhaust systems and
radiators

30.1%

Airbags

19.9%

Auto body parts, wheels
and other auto parts

18.7%

Auto Parts Manufacturing
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

Low & Increasing Level of Assistance
Low Product/Service Concentration

WEAKNESSES

High Competition
High Volatility
High Imports
Low Profit vs. Sector Average
High Customer Class Concentration
Low Revenue per Employee
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
New vehicle sales
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Executive
Summary

The Auto Parts Manufacturing industry in Canada is expected to
contract amid high revenue volatility over the five years to 2020.

The industry relies heavily on demand from downstream automakers in the United
States and Canada, which can lead to changes in demand for industry products.
The greater demand there is for automobiles, the more automakers will need to
order from upstream suppliers such as auto parts manufacturers. Declining
automobile manufacturing, both domestically and in the United States, has lowered
demand from automakers for industry products during the period. As a result,
industry revenue is expected to decline an annualized 7.2% to $5.3 billion over the
five years to 2020. Industry revenue is expected to decline 21.7% in 2020 alone, as
the spread of COVID-19 (coronavirus) is expected to lower consumer spending on
automobiles and auto parts, alongside a further decline in demand for industry
products from car and automobile manufacturers.

Industry operators conduct a significant amount of trade with downstream markets
in the United States, due to the large market for new cars and the concentration of
automakers. This trade is supported by the recently implemented United States-
Mexico-Canada Agreement, which enables domestic operators to trade freely with
the United States and Mexico. Due to the importance of trade with the US market,
revenue tends to fluctuate with the value of the Canadian dollar, which is measured
by the Canadian effective exchange rate index. The value of the Canadian dollar has
depreciated during the period, leading to growth in exports between 2015 and 2019.
However, the spread of coronavirus is expected to reduce overall demand for
industry products and increase transportation costs, leading to a significant
forecast decline of 28.6% in exports in 2020 alone. Additionally, the industry
competes heavily with imports of low-value parts, as imports are expected to
account for 74.0% of domestic demand in 2020. Strong import competition and
poor demand conditions to end the period are expected to result in industry profit,
defined as earnings before interest and taxes, standing at a loss of 3.8% in 2020.

Over the five years to 2025, industry revenue is expected to recover, but remain
below the level it was at a decade ago. Revenue growth is expected to be aided by
forecast growth in industry exports, which are estimated to rise an annualized 5.2%
to $2.3 billion over the next five years, despite a forecast appreciation in the
domestic dollar. Additionally, new vehicle sales are expected to grow alongside
forecast growth in corporate profit, which should drive demand for industry
products among consumers and businesses. Overall, industry revenue is forecast to
grow an annualized 5.5% to $6.9 billion over the five years to 2025.
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Industry Performance
 

 

Key External
Drivers

New vehicle sales
The Canadian Auto Parts Manufacturing industry's products are primarily used for
new motor vehicle production. New vehicle sales drive the production of
automobiles, which successively drives demand for auto parts for the
manufacturing of new automobiles. New vehicle sales are expected to decrease in
2020.

Canadian effective exchange rate index
This industry operates in an intensely competitive, globalized market. Variations in
exchange rates with prominent trade partners can greatly alter the price
competitiveness of a company's products. When the Canadian dollar is relatively
strong, domestically produced auto parts are costlier than foreign-produced parts.
The Canadian effective exchange rate index is expected to decline in 2020,
representing a potential opportunity for this industry.

Consumer confidence index
Consumer confidence can influence the timing and quantity of motor vehicle
purchases. When consumer confidence is low, individuals are less willing to make
expensive purchases such as vehicles, which decreases demand for automobiles,
potentially hampering the production of new cars and therefore auto parts. The
Consumer Confidence Index is expected to decline significantly in 2020, posing a
potential threat to the industry.
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World price of crude oil
As the price of gasoline increases, automotive manufacturers are more motivated
to produce fuel-efficient cars. The effects trickle down to auto parts manufacturers,
which consequently experience higher demand for new technologies. However, this
is a long-term trend. Short-term fluctuations in fuel prices may affect consumer and
business decisions. As the price of oil declines and gasoline prices follow suit,
consumers are more likely to purchase SUVs and other large vehicles that require a
greater range of automotive parts. The world price of crude oil is expected to
decline in 2020.

 

 

Current
Performance

The Auto Parts Manufacturing industry in Canada has experienced
high revenue volatility, and is poised to decline over the five years to
2020.

The industry produces a wide variety of motor vehicle parts and accessories,
including airbags, air conditioners, catalytic converters, engine exhaust systems,
mufflers and resonators, radiators and radiator cores and wheels. The industry's
performance is highly dependent on the performance of the downstream
automotive industries, which are driven by macroeconomic patterns and factors
that affect demand for automobiles. Consumer confidence, disposable income and
employment have improved for the majority of the period, which supported demand
for new vehicles and stimulated demand for the industry's goods. Alongside a
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forecast decline in exports, the industry is expected to decline an annualized 7.2%
to $5.3 billion over the five years to 2020. This includes a decline of 21.7% in 2020
alone as the spread of COVID-19 (coronavirus) limits consumer spending activity
and downstream demand from car and automobile manufacturers.

Downstream demand

The industry experienced growth at the start of the period, as steady
growth in new car sales in the United States, as well as new vehicle
sales in Canada, contributed to revenue growth of 34.3% in 2015.

In 2015 alone, demand from the Car and Automobile Manufacturing industry in
Canada (IBISWorld report 33611aCA) grew 12.5% alongside an 8.7% growth in
demand from the SUV and Light Truck Manufacturing industry in Canada
(33611bCA). Consumers and businesses were ready to make large-scale purchases
again as employment figures were improving and interest rates remained low. In
fact, automotive sales in North America have reached historic levels in recent years,
which facilitated growth for parts manufacturers that supply automakers. However,
declining new vehicle sales in Canada between 2018 and 2020 should result in an
overall decline in industry revenue during the period, with a forecast decline of
24.8% in domestic new vehicle sales in 2020 leading to a 21.7% decline in industry
revenue over the same year.

Industry participation is expected to decline over the five years to 2020 due to the
industry's poor performance in recent years, with the number of industry
establishments forecast to decline an annualized 0.6% to 343 locations. This
forecast decline will keep market share concentration low in this industry,
promoting fierce price competition among industry operators. As a result of strong
price competition and a strong forecast decline in downstream demand, IBISWorld
expects industry profit, defined as earnings before interest and taxes, to stand at a
loss of 3.8% of industry revenue in 2020, down from 10.5% in 2015. Also
contributing to the decline in profit is an expected increase in industry wages, which
are expected to grow an annualized 0.4% to $886.2 million during the period.
Despite overall growth in wages, the average salary of industry employees is
expected to fall during the period as employment growth outpaces growth in
wages. This is primarily a result of strong new vehicle sales toward the beginning of
the period, which fuelled strong growth in industry employment over those years.

International trade

International trade is an integral component of the industry,
particularly trade with the United States, which is expected to
account for 87.4% of exports and 67.7% of imports in 2020.

The recently implemented United States-Mexico-Canada Agreement plays a large
role in this, as trade between Canada, Mexico and the United States is largely free of
tariffs. Consequently, trade between these countries remains high for a variety of
goods. Additionally, the concentration of automakers in the United States, which
focuses on the large US market for new cars, drives auto parts manufacturers to
locate across North America.
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Aided by the depreciation of the Canadian dollar, imports are expected to decrease
at an annualized rate of 8.2% to $9.9 billion over the five years to 2020. As the
Canadian dollar depreciates relative to other currencies, domestic purchasing
power declines and foreign goods and services become relatively more expensive.
Industry imports are expected to decline significantly in 2020, as the spread of
coronavirus is expected to increase transportation costs alongside a forecast
decline in domestic demand. According to a 2018 report from the Government of
Canada (latest data available), there are 10 final vehicle assembly plants in Canada,
which account for the majority of the industry's imported products. The industry's
domestic manufacturing capacity tends to focus on final parts, which are sold
directly to automakers. These Tier 1 operators need to purchase a wide array of
lower level components from Tier 2 and Tier 3 operators. As a result, countries such
as China and Mexico that focus on lower value-added parts tend to sell goods to
Canadian companies. Larger economies such as the United States, which hold a
production capacity advantage over Canada, are also responsible for a large share
of imports.

Exports are also expected to decline, despite the decline in the domestic dollar,
which has made Canadian auto parts comparatively more affordable in foreign
markets. As with imports, the spread of coronavirus is expected to increase
transportation costs of industry goods, making it less economical to buy auto parts
from operators in foreign countries. As a result, IBISWorld expects industry exports
to decline an annualized 5.4% to $1.8 billion over the five years to 2020. In addition
to greater transportation costs, lower levels of consumer spending activity and
corporate profit are expected to reduce downstream demand for automotive
products and parts, leading to a forecast decline in exports of 28.6% in 2020 alone.
The largest market for domestic auto parts is the United States, where the largest
automotive original equipment manufacturers operate. The Canadian industry
maintains a high trade deficit. This is primarily due to the amount of manufacturing
done by operators in the United States and Mexico, which manufacture many of the
industry's inexpensive goods, while Canadian operators have a more specialized
focus on higher-value products.

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

Demand
New

Vehicle
Sales

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Million)
2011 5,395 1,097 331 282 12,813 2,020 11,316 726 14,691 1.62
2012 6,191 1,141 328 283 14,072 2,067 12,030 812 16,153 1.72
2013 5,887 1,342 354 304 14,051 2,039 12,234 793 16,082 1.78
2014 5,757 1,202 348 296 14,534 2,172 13,263 728 16,848 1.89
2015 7,730 1,849 354 300 13,079 2,404 15,220 870 20,546 1.94
2016 7,799 1,477 377 318 12,156 2,429 16,194 780 21,565 1.98
2017 7,570 2,001 383 328 16,844 2,307 16,086 1,011 21,349 2.08
2018 7,040 1,903 374 320 17,399 2,479 15,504 1,065 20,065 2.04
2019 6,787 1,837 371 317 17,185 2,552 15,706 1,047 19,940 1.96
2020 5,314 801 343 296 14,818 1,823 9,920 886 13,411 1.48
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Industry Outlook
Outlook Revenue for the Auto Parts Manufacturing industry in Canada is

expected to return to growth over the five years to 2025, after
performing poorly toward the end of the previous period as a result
of declining automotive production in North America and the spread
of COVID-19 (coronavirus).

In particular, consumer confidence is
expected to improve, which should
fuel demand from consumers and
businesses. Consequently, new
vehicle sales in Canada are forecast
to grow an annualized 6.6% over the
next five years, compared with a
decline at an annualized rate of 5.3%
over the five years to 2020. As
macroeconomic conditions improve,
industry profit, defined as earnings
before interest and taxes, is also
expected to grow and account for
7.4% of revenue in 2025. Overall,
industry revenue is expected to
increase an annualized 5.5% to $6.9
billion over the next five years, which
is still below the value of industry
revenue during the majority of the previous period.

As new car sales grow, the share of revenue accounted for by automakers is
expected to grow. Typically, higher sales to automakers results in increased sales
of higher-value products, such as air-conditioning systems and fuel tanks.
Moreover, industry operators are expected to increase production, as forecast
growth in new vehicle sales increases downstream demand. This is likely to attract
new entrants, which is expected to result in the number of industry enterprises
growing an annualized 2.2% to 330 operators over the next five years. As the
number of new facilities increases alongside production, industry employment is
expected to increase an annualized 4.5% to 18,457 workers during the same period.
While automation is likely to remain a focus for manufacturers, there is a limit to the
amount of production that can be automated in the near term.

Regulation and innovation

Domestic emission standards are harmonized with the United
States.

Therefore, as standards in the United States become stricter, domestic standards
typically follow. To meet annual benchmarks, automakers will likely seek upstream
technologies, which may increase fuel economy and reduce emissions.
Consequently, auto parts manufacturers are investing in research and development
at a higher rate, hindering industry profit to a degree. Nonetheless, automakers
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might develop stronger relationships with suppliers to meet stricter standards.
Currently, the Trump administration in the United States has ordered a review of fuel
economy targets. The Corporate Average Fuel Economy (CAFE) regulations have a
target of average fleet fuel economy of 23.2 kilometres per litre (54.5 miles per
gallon) by 2030 and automakers dispute the feasibility of this target. Moreover,
consumers have come to expect higher fuel economy from new cars and it is
typically listed as a key determining factor in the model choice. Therefore,
automakers' efforts to produce fuel-efficient cars are expected to be significant
regardless of government regulations.

Additionally, consumers have increasingly demanded eco-friendly vehicles, despite
low oil prices. Consequently, hybrid and plug-in electric vehicles are expected to
become increasingly popular over the next five years. Fortunately for the industry,
many industry products, such as filters, air-conditioning units, radiators and rims,
will be used in these vehicles. However, these products may require some
adjustments to accommodate new vehicle specifications. Trends toward
technological advancement in automobiles are anticipated to favour those industry
operators that produce greater value-added parts. Over the five years to 2025,
companies that focus on innovation and have specialized contracts with
automakers are expected to outperform those that focus on process manufacturing
commoditized goods.

International trade

The Canadian dollar is anticipated to gain value relative to the
currencies of its major trading partners over the next five years.

IBISWorld expects this growth to be driven by growth in the world prices of oil and
gas, which are an integral aspect of the Canadian economy, alongside the recent
implementation of Canada's trade diversification strategy, which should make the
value of the loonie more robust and less dependent on factors related to the United
States. This is likely to contribute to forecast growth in imports, which are expected
to grow an annualized 6.7% to $13.7 billion over the next five years, by increasing
the value of the domestic currency and making foreign products more affordable.
The magnitude of this growth is somewhat inflated by the large decline in the value
of imports in 2020, caused by the spread of coronavirus and the resulting economic
downturn.

Industry operators are expected to benefit from growth in industry exports,
particularly to the United States and Mexico. This growth in exports is expected
despite the forecast appreciation of the loonie, as improving macroeconomic
conditions are expected to stimulate new vehicle sales, increasing demand for
industry products from foreign operators in downstream markets. Over the five
years to 2025, exports are expected to grow at an annualized rate of 5.2% to $2.3
billion.
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Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
New

Vehicle
Sales

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Million)
2020 5,314 801 343 296 14,818 1,823 9,920 886 13,411 1.48
2021 6,098 1,431 362 311 16,354 2,086 11,508 986 15,520 1.75
2022 6,439 1,597 372 319 17,083 2,196 12,329 1,032 16,572 1.85
2023 6,657 1,701 379 324 17,663 2,265 12,886 1,067 17,279 1.93
2024 6,817 1,749 383 328 18,182 2,313 13,340 1,097 17,844 1.98
2025 6,941 1,779 386 330 18,457 2,350 13,731 1,115 18,322 2.03

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

LIFE CYCLE REASONS

The industry’s product offerings have remained largely unchanged over the past few

decades

There is wholehearted market acceptance of the industry’s products

The development of technology is driven by increased regulation

 

 

The Auto Parts Manufacturing industry in Canada is considered to be in the mature
stage of its life cycle. Industry value added (IVA), which measures an industry's
contribution to the overall economy, is expected to decrease at an annualized rate
of 0.4% over the 10 years to 2025. Comparatively, Canadian GDP is expected to
grow at an annualized rate of 1.6% during the same period. While IVA growth below
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that of GDP is generally indicative of an industry in decline, many other
characteristics illustrate this industry's maturity.

The rate of growth in establishments has been slow and is expected to outpace
revenue growth, indicating a decline in the amount of revenue generated by each
establishment. Additionally, although technology has been changing, these
technological improvements are being driven by increases in regulatory standards.
As vehicle emission standards continue to increase, industry operators are under
increased pressure to innovate ways to improve efficiency and reduce the weight of
their products. Further, the industry's product offerings have remained largely
unchanged over the past few decades, with most innovations coming in the form of
improvements for existing products. Moreover, industry products have
wholehearted acceptance in downstream markets, which is typically indicative of a
mature industry.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Auto Parts Wholesaling in Canada

SUV & Light Truck Manufacturing in
Canada

Car & Automobile Manufacturing in
Canada

Truck & Bus Manufacturing in Canada

Truck, Trailer & Motor Home
Manufacturing in Canada

2nd Tier
Car Body Shops in Canada

Auto Mechanics in Canada

Consumers in Canada

KEY SELLING INDUSTRIES

1st Tier
Iron & Steel Manufacturing in Canada

Aluminum Manufacturing in Canada

Synthetic Fibre Manufacturing in Canada

Screw, Nut & Bolt Manufacturing in
Canada

Textile Mills in Canada

Paint Manufacturing in Canada

2nd Tier
Uranium & Metal Ore Mining

Copper, Nickel, Lead & Zinc Mining in
Canada

Inorganic Chemical Manufacturing in
Canada

Products and
Services

 

 

Operators in the Auto Parts Manufacturing industry in Canada
manufacture and rebuild a wide variety of motor vehicle parts and
accessories.
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These parts include airbags, air conditioners, catalytic converters, engine exhaust
systems, mufflers and resonators, radiators, radiator cores and wheels.
Furthermore, these products are primarily used in new motor vehicle production.

Exhaust systems and radiators

Vehicle exhaust systems and radiators are some of the more
mechanically integral parts manufactured by the industry and are
expected to account for 30.1% of revenue in 2020, down slightly
from 2015.

Exhaust systems guide harmful gas byproducts of fuel combustion out of an
engine. Nitric oxide (NO), carbon monoxide (CO) and particulate matter (PM) are
the primary target gases that are filtered. Depending on the system's design, these
gases may flow through some combination of a turbocharger to increase engine
power, a catalytic converter to reduce pollution and a muffler to reduce noise. In
addition to these components, an exhaust system consists of large amounts of
steel tubing used to direct airflow. Overall, the exhaust system plays an important
role in engine performance, enabling greater efficiency in terms of power output.
Tightening emissions regulations may require alterations to an exhaust system's
design and the Canadian standards are harmonized with the United States. In 2006,
the California Air Resources Board tightened nitrogen dioxide (NO2) emission
standards on diesel engines, making it increasingly difficult for automakers to meet
cost-effective production levels. This placed significant pressure on companies to
innovate or lose contracts with key automaker customers. Stricter standards across
the board have increased the complexity of these systems, but pricing power held
by the large automakers has limited the revenue growth that industry operators
could have experienced in this product line.

Radiators are a crucial component of an engine's cooling system. These products
are a form of heat exchanger, usually filled with a combination of water and
antifreeze, which extracts heat from inside the engine block. The radiator exposes
coolant, heated by travelling through the engine block, to cool air as the vehicle
moves. Radiators are simple devices consisting of a series of steel tubes and fins,
which increase exposed surface area and enhance cooling. Larger industry
operators usually produce radiators abroad, where wages are typically lower.
Radiators are easily damaged as a result of being located at the front of the vehicle.
Consequently, radiators require more frequent replacement than other products of
this industry. However, radiators make up a smaller portion of this overall product
line than exhaust systems due to relative cost differences.

Air-conditioning systems

Air-conditioning systems are expected to account for 19.5% of
industry revenue in 2020, up from 2015.

These systems are composed of several specialized components, which are often
purchased from small manufacturers. For example, air-conditioning systems
combine ventilation ducts, a compressor and heat exchanger to control the
temperature inside of a vehicle. Furthermore, in an air-conditioning system, an
engine-driven compressor forces refrigerant gas through a series of heat
exchangers which indirectly exposes the gas to air from the inside and outside of
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the vehicle. Although the complexity of these systems adds significant weight to a
vehicle, industry operators are expected to develop alternative systems that weigh
less and thus increase fuel efficiency.

Fuel tanks and filters

Fuel tanks and filters are expected to account for 11.8% of revenue
in 2020, down from 2015.

These products are essential to internal combustion powertrain cars. As a result,
many large manufacturers are able to satisfy growing demand from automakers
and aftermarket suppliers with these parts. This product line does contend with a
long-term threat of obsolescence as carmakers progress toward alternative
driveline technology. However, this threat is over a long-term time horizon, but an
effect is expected over the five years to 2025 as companies roll out new
technology.

Airbags

Airbag systems have grown increasingly prevalent and complex
since being invented in 1952.

In the case of a collision, a crash-detection sensor causes a solid propellant to
ignite, forcing inert gas into a nylon bag that cushions the occupant. In the past,
airbags were primarily for the driver of the vehicle, however, demand for airbags for
all passengers is becoming increasingly popular among consumers. Additionally, as
safety becomes a selling point for consumers, industry operators have developed
improvements to airbags, implementing them in seatbelts and rear doors.
Moreover, modern crash-detection sensors now include a network of
accelerometers, gyroscopes and brake-pressure sensors. A central airbag control
unit uses information from these sensors to determine which airbags are deployed
at a specific force. Continued product innovation and safety standards are expected
to drive this segment's revenue higher in the future. Overall, this segment is
expected to account for 19.9% of industry revenue in 2020, and has grown since
2015.

Auto body parts, wheels and other auto parts

Companies in this industry also produce vehicle frames, bumpers,
sunroofs, doors, wheels, filters and other auto parts.

A significant portion of these parts are highly commoditized and tend to be
manufactured abroad to improve cost efficiencies for manufacturers. However, the
amount of car assembling done in the United States and more generally, in North
America, maintains a need for nearby parts suppliers. Wheels are another
significant portion of industry revenue; wheel size and material have a significant
effect on car preference. As a result, many manufacturers are turning to lightweight
alloys to minimize weight. The aesthetic appeal of certain wheel types acts to
confound the efficiency trend toward smaller, lighter wheels. Particularly in the
aftermarket, individuals purchase larger wheels as a styling choice, but automakers
also tend to outfit larger wheels to increase visual appeal. As new car sales have
increased and gas prices have decreased, automakers have increasingly offered
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larger, more expensive wheel options to consumers. Other auto parts include pieces
such as chassis and safety systems that are manufactured for specific use by
particular automakers, which generates significant revenue production for industry
operators. Not only do companies in this industry manufacture windshield wipers,
but they also make small spring-loaded attachments for windshield wipers
designed for consumers seeking to increase wiper blade performance. Overall, this
product segment is expected to account for 18.7% of industry revenue in 2020,
down from 2015.

Demand
Determinants

Demand in the Auto Parts Manufacturing industry in Canada is
primarily derived from new motor vehicle production.

Replacement parts contribute a significantly smaller amount of revenue relative to
other automotive supply industries. Demand determinants for new motor vehicle
production include vehicle prices, income, interest rates, scrappage rates, product
quality and product innovation. As a result, overall economic improvement tends to
support industry revenue. Factors such as employment and disposable income
levels dictate new car purchasing patterns. In general, new car purchases directly
link to demand for auto parts. Automobiles require auto parts, so more purchases
by consumers signal automakers to purchase more, but several other underlying
factors dictate how car sales translate to industry sales. The primary demand
market for industry products is original equipment manufacturers (OEMs), the
majority of which are large automakers. Consequently, company level decisions by
these large OEMs drive demand for Canadian operators. When large automakers
decide to locate assembly plants in Canada and the United States this benefits the
industry. US demand for new cars, exchange rate levels, shipping costs, wages and
government support all affect OEM decisions pertaining to manufacturing
locations. Industry operators tend to locate in proximity to OEMs to provide efficient
just-in-time product delivery and promote supply chain improvements.

Fluctuations in exchange rates affect international trade, particularly with the United
States. As the Canadian effective exchange rate increases, domestic purchasing
power rises, which benefits imports. However, an appreciating currency limits
export growth because goods and services become relatively more expensive for
downstream markets abroad. In addition to exchange rate fluctuations, trade terms
between key partners dictate the flow of goods. For example, current efforts in the
United States to bolster domestic manufacturing can have an effect on the
Canadian trade balance. The US automotive market is much larger than the
Canadian, so it is more advantageous for OEMs to produce in the United States
than Canada. The waterway connection between the Great Lakes and a shared
border permits for easy trade between industry operators and OEMs. Due to the
proximity of the US assembly locations to potential auto parts manufacturers in
Ontario, political movements may not generate a high enough cost to justify moving
manufacturing capacity across the border.
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Major Markets

Automakers

The Auto Parts Manufacturing industry in Canada is heavily dependent on demand
from car and automobile manufacturing. Higher demand for vehicles leads to
automakers increasing production, which increases demand for industry operators
to supply auto parts. Consequently, automakers are expected to account for 58.3%
of industry revenue in 2020, a figure that has grown since 2015. Traditionally,
industry operators sold the majority of industry products to the big three US
automakers, which include General Motors Company (GM), Fiat Chrysler
Automobiles NV and Ford Motor Company.

Foreign automakers have rapidly increased their share of industry revenue as they
have increasingly focused on fuel-efficient vehicles, which are becoming more
popular as fuel economy becomes a greater point of emphasis for consumers.
Additionally, foreign automakers, such as Honda Motor Company Ltd., Nissan
Motor Co. Ltd. and Toyota Motor Corporation, have been expanding as a share of
the market in the United States. As a result, domestic auto parts manufacturers
typically benefit as the United States-Mexico-Canada Agreement provides free trade
with the United States. Foreign automakers are expected to increase their share of
industry revenue as they continue to expand their operations in the United States
over the five years to 2025. According to 2018 figures from the Government of
Canada (latest data available), there are 10 vehicle assembly plants located in
Canada and the breakdown by specific automakers is based on this capacity.

Aftermarket

The market for aftermarket products is relatively small and is only expected to
account for 4.9% of revenue in 2020, growing slightly as a share of revenue since
2015. While there is a wide range of industry products sold to aftermarket retailers,
these goods are typically sold at lower price points. Aftermarket products, as
opposed to original equipment, are generally more commoditized, so a large portion
of demand for these parts is supplied by lower wage countries that have a cost
advantage in the manufacturing process. This market segment is driven primarily
by product lines such as wheels and other performance and aesthetic parts.
However, there are significant product lines that are heavily used in vehicle repairs.
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Exports

The industry is expected to generate 34.3% of revenue through export markets in
2020, up from 31.1% in 2015. Exports are primarily to foreign automaker production
facilities, which tend to be in Mexico or the United States. A similar group of
automakers as domestic sales generates these exports, but this is a more diverse
group of companies than the Canadian contingent. The value of exports has
increased over the five years to 2020, as a depreciation in the Canadian dollar has
made Canadian goods less expensive in foreign markets.

Other

The final market segment is other auto parts manufacturers, which includes
companies in this industry and other similar parts industries. The majority of sales
are made by Tier 1 manufacturers that sell directly to automakers, but some
companies in the industry supply lower value components to Tier 1 companies.
Additionally, some companies operate in several tiers simultaneously. Overall, this
segment is expected to account for 2.5% of revenue in 2020, down slightly from
2015.

International
Trade

Exports in this industry are  High and Decreasing

Imports in this industry are  High and Decreasing

International trade is an integral
component of the Auto Parts
Manufacturing industry in Canada,
with imports expected to account for
74.0% of domestic demand in 2020.
As the Canadian dollar depreciates,
domestic purchasing power falls and
foreign goods and services become
comparatively more expensive. As a
result, industry imports are expected
to decline an annualized 8.2% to $9.9
billion over the five years to 2020.
This forecast decline in imports will
be aided by the spread of COVID-19
(coronavirus), which is expected to
increase transportation costs and
lower overall consumer demand,
resulting in an expected decline in
imports of 36.8% in 2020 alone.
Typically, manufacturers in Canada
tend to focus on final parts, which
means that they require a lot of
imports of component parts to
facilitate final assembly. However,
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poor economic conditions, particularly in 2020, are expected to result in industry
operators lowering expenditures on imported goods.

Conversely, the depreciation of the Canadian dollar makes industry exports more
affordable in foreign markets, which typically benefits industry revenue. As the
Canadian dollar weakens relative to other currencies, Canadian goods and services
become relatively less expensive and thus more affordable. However, poor
economic conditions in 2020 are expected to lower foreign demand for industry
products and result in a decline of 28.6% in 2020 alone. Exports have risen during
the majority of the period, but a downturn in global demand is expected to outweigh
the benefits of the depreciation of the Canadian dollar. Overall, exports are expected
to decline at an annualized rate of 5.4% to $1.8 billion over the five years to 2020.
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Business
Locations

 

Business Concentration in Canada
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Operators in the Auto Parts Manufacturing industry in Canada tend to establish a
manufacturing presence in Ontario and Quebec due to the proximity of those
provinces to the Great Lakes region in the United States. Ontario has the largest
share of industry establishments, accounting for an estimated 52.7% of industry
locations in 2020. The Great Lakes region in the United States is home to the
largest US automakers including Ford Motor Company, General Motors Company
and Fiat Chrysler Automobiles NV. As a result, industry operators benefit from
diminished transportation costs and higher profitability. Although Quebec is not
located directly on any of the Great Lakes, it is still expected to account for 19.5% of
industry establishments, as it benefits from its proximity to Ontario and access to
the Saint Lawrence River. Additionally, Alberta and British Columbia are home to a
significant number of establishments, accounting for 8.2% and 12.4%, respectively,
in 2020. British Columbia benefits from its access to the Pacific Ocean and
proximity to the large populations on the West coast of the United States, whereas
companies appear to locate in Alberta as a result of the operations in British
Columbia.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Low

The Auto Parts Manufacturing industry in
Canada has a low level of market share
concentration. The two largest companies
are expected to account for less than
10.0% of total revenue in 2020, and no
company is expected to generate revenue
greater than 5.0% of the industry total.
Magna International Inc. is the only
domestically headquartered major parts
manufacturer. Other industry operators
typically establish manufacturing facilities
near the Great Lakes region to lower
transportation costs. While larger
companies do experience benefits of scale
and better contractual relationships with
large automakers, the variety of products
included in this industry creates a natural fragmentation since no operator
manufactures the entire range of products at a large scale. However, concentration
is likely to gradually increase as technological advancements in cars drives demand
for innovation from industry operators. This trend favours larger operations that can
invest in research and development.
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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 the latest available and most efficient technology and techniques:
Successful auto parts manufacturers will use the most efficient manufacturing technologies

and techniques.

Effective cost controls: Supply contracts typically mandate annual price decreases. Auto

parts manufacturers need effective cost controls to meet these goals.

Undertaking technical research and development: Industry operators need to invest in

research and development to improve their products and secure supply contracts.

Degree of globalization in the company: Successful auto parts manufacturers need to

outsource production of low value-added products to offer competitive prices.

Optimum capacity utilization: Successful industry operators must operate near optimum

capacity to remain profitable. Additionally, operators need to continually align production

capacity to automakers' production levels.

Adaptability of operations to comply with social distancing protocols: The nature of

manufacturing operations can require employees to interact and work closely with one

another. Operators must make sure to alter operations to ensure everything is compliant

with social distancing protocols.

Cost Structure
Benchmarks
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Profit

Profit, measured as earnings before interest and
taxes, is expected to stand at a loss of 3.8% in
2020, down from 10.5% in 2015. This large
forecast decline is expected to occur as a result
of lower consumer confidence and corporate
profit caused by the spread of COVID-19
(coronavirus), which is ultimately expected to
reduce demand for industry products and raise
costs for operators. Ultimately, industry profit is
largely influenced by the performance of
downstream automotive industries across North
America, which are expected to perform poorly
toward the end of the period.

Wages

Wages are expected to account for 16.7% of
industry revenue in 2020, up from 11.3% in 2015.
Despite investments in automation technologies
by operators over the five years to 2020, wages
as a share of revenue have grown as a result of
the significant decline in revenue and the
inability to automate certain processes of the
auto parts manufacturing process at this time.
Also, strong demand for industry products to
start the period resulted in some operators
increasing employment, resulting in growth in
2017 and 2018. Wages are typically high for the
automotive sector due to the prominence of
labour unions. However, the onset of the most
recent recession pressured labour unions to
compromise regarding employee wages and
working hours. The most recent rounds of union
labour contract negotiations have made
concessions on wages, particularly for entry
level workers that account for the majority of
new employees added during the period.
Moreover, companies have increasingly relied
more on machine capital rather than labour to
manufacture more advanced parts, lowering the
average salary in the industry during the period.
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Purchases

Purchases account for the largest expense in
the industry at an estimated 61.5% of revenue in
2020, down from 65.3% in 2015. Steel, a major
input for auto parts, accounts for a majority of
this segment. The world price of steel is
forecast to increase but the decline in
automobile production is expected to ultimately
reduce industry purchases as a share of
revenue. Over the five years to 2025, IBISWorld
expects purchases to grow as a share of
revenue, primarily as a result of forecast growth
in the world price of aluminum.

Depreciation

Depreciation costs are expected to account for
2.2% of industry revenue in 2020, up slightly
from 2.1% in 2015. Similar to other
manufacturing industries, depreciation for the
Auto Parts Manufacturing industry in Canada is
relatively high due to the relatively high level of
machinery in the manufacturing process.
Despite industry operators increasingly shifting
toward automating the production process,
depreciation as a share of revenue has hardly
increased. Large companies have experienced
higher sales and have reduced the portion of
revenue that is allocated to investing in
depreciable assets.
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Marketing

Marketing costs are expected to account for
1.5% of revenue in 2020, up from 0.5% in 2015.
Most operators have ties with the few
downstream automobile manufacturers that
demand the industry's goods, which limits the
need for marketing.

Rent

Rent expenses are expected to account for 3.6%
of industry revenue in 2020, up from 1.1% in
2015. This share varies by location and the size
of an operator.

Utilities

Utilities are expected to account for 1.4% of
revenue in 2020, up from 1.1% in 2015. This
share varies by location and the size of an
operator.

Other Costs

Other expenses include administrative costs
and research and development. Administrative
expenses are expected to remain relatively
steady. However, research and development
expenses are expected to trend higher as
industry operators search for new ways to
increase fuel economy in vehicles by adjusting
auto part designs. As a result, other costs are
expected to increase to 16.9% of industry
revenue in 2020, up from 8.0% in 2015.
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Basis of
Competition

Competition in this industry is  High and Steady

Internal competition

Operators in the Auto Parts Manufacturing industry in Canada
primarily compete on the basis of price, product quality and
timeliness.

For the most technologically intensive components, particularly air conditioners and
exhaust systems, production quality takes precedence. Over the five years to 2020,
pressure from automakers to improve performance and emissions standards has
increased in response to customer preferences and increasing regulatory
requirements. Conversely, the lower value-added products, particularly filters and
radiators, rely more on price competition. To this end, the high cost of domestic
unionized labour gives foreign operators a significant advantage in their cost
structure. As a result, industry operators tend to focus on more technologically
intensive components.

External competition

External competition in the industry is limited since most of the
products manufactured by the industry's operators are essential for
the manufacturing of automobiles.

However, external competition may arise from downstream automakers that can
produce many of the industry's products themselves or choose to circumvent the
integration of some of the products into the car. Some technological developments
may make some of the industry's products obsolete by replacing or modifying
mechanisms. However, external competition has been low during the period and is
expected to remain low over the five years to 2025.

Barriers to Entry Barriers to entry in this industry are  Medium and Increasing
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Operators in the Auto Parts
Manufacturing industry in Canada must
have the production capacity and
economies of scale to produce large
quantities of products at low prices.
Additionally, large-scale auto part
production requires advanced
manufacturing facilities, which have
high set-up costs. Moreover, with the
onset of tighter fuel economy
regulations, spending on research and
development in the industry is high for
certain products, such as air-conditioning units and exhaust systems. New entrants
must also acquire considerable technological expertise to produce vehicle
components compliant with new regulatory standards.

Auto parts manufacturers, depending on the product produced, contend with tough
competition from abroad. For example, imports are expected to satisfy nearly
75.0% of domestic demand in 2020. To compete with operators that use low-cost
labour, new entrants need manufacturing expertise and efficiency. Additionally, due
to being close to the Great Lakes region, industry operators have a competitive
advantage over foreign companies abroad, in that transportation costs are relatively
less expensive.

Barriers to entry checklist
Competition High

Concentration Low

Life Cycle Stage Mature

Technology Change High

Regulation & Policy Medium

Industry Assistance Low

Industry
Globalization

Globalization in this industry  High and Steady

Globalization is very high for the Auto Parts Manufacturing industry in Canada. The
implementation of the United States-Mexico-Canada Agreement (USMCA) is
expected to play a large role in increasing industry globalization by promoting trade
with the United States and Mexico. Additionally, the USMCA bolsters industry
profitability as costs associated with trading with the United States, which is the
industry's largest trade partner, are reduced.

Industry globalization is important for the manufacturing of low value-added
industry products, such as filters and radiators. Industry operators have been
establishing a presence in emerging markets to lower wages and increase
profitability. This trend is expected to continue as operators search for alternative
ways to lower costs amid rising regulation standards. Overall, global trade has
shifted slightly toward the localization of manufacturing in recent years due to a
combination of social, political and economic issues. These trends have the
potential to limit globalization over the next five years if the expansion of trade
liberalization enters a waning period.
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Major Companies
Major Players THERE ARE NO MAJOR PLAYERS IN THIS INDUSTRY

Other Players The Auto Parts Manufacturing industry in Canada is highly fragmented primarily
due to the wide and diverse range of products manufactured in the industry. Since
most operators focus on a specific segment of the industry's product range, no
single player is expected to account for more than 5.0% of the industry's revenue.
However, Magna International Inc. and Denso Corporation are large companies with
a strong global footprint.

MAGNA INTERNATIONAL INC.

Market Share: 3.9%

Magna International Inc. (Magna) is an automotive parts manufacturer and
wholesale supplier based in Ontario. Magna operates 346 manufacturing plants and
94 development, engineering and sales centres in 28 countries across five
continents, according to the company's 2019 annual report (latest data available).
The company operates 48 of its manufacturing plants in Canada, a figure that has
declined since 2015. Magna focuses its operations on developing and
manufacturing automotive interior systems, seating systems, closure systems,
body and chassis systems, vision systems, electronic systems, exterior systems,
powertrain systems, roof systems and hybrid and electric systems.

The company has acquired other auto parts manufacturers to increase its market
share and geographical reach. In January 2016, the company finalized an
agreement to acquire the GETRAG Group of Companies for an estimated $2.6
billion, in an attempt to grow its transmissions systems business. In September
2016, Magna also acquired the German closures systems supplier, BOCO. Overall,
the company's major acquisition activity has been focused on Europe, Germany in
particular. While this primarily changes the company's standing in Europe, any
action to expand its network of capabilities can aid domestic operations through
better relations with original equipment manufacturers.

Magna's industry-relevant revenue is expected to total $208.1 million in 2020,
representing a 3.9% share of the market. The company's performance is expected
to suffer in 2020 due to the poor economic conditions as a result of the spread of
COVID-19 (coronavirus), both domestically and abroad. Over the five years to 2020,
Magna has capitalized on its relationships with companies such as the Hyundai
Motor Company, which has been experiencing strong vehicle sales. Additionally, the
company has strengthened its global standing through aggressive acquisition
activity.

DENSO CORPORATION

Market Share: 2.2%
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Founded in 1949, Denso Corporation (Denso) is a Japanese automotive parts
supplier and one of the largest automotive component suppliers in the world. Denso
is a member of the Toyota Motor Corporation (Toyota), and sales to Toyota typically
account for about half of Denso's revenue. The company works closely with Toyota,
often jointly developing new components to meet Toyota's engineering goals.
Located in Guelph, ON, Denso's Canadian operations primarily include the
manufacture of heating and air-conditioning units, radiators, condensers, engine
fans and cooling modules. This facility caters to the company's customers in North
America. Globally, the company has about 170,000 employees and operates 200
consolidated subsidiaries, according to Denso's website.

Denso operates one manufacturing facility in Canada, which was established in
1972. The Guelph, ON, location manufactures air conditioners, condensers and
radiators. While this is the only manufacturing site in Canada, Denso also maintains
a sales and service centre in Mississauga, ON. This increases the company's
industry-relevant footprint while stimulating domestic demand for products. The
company's industry-relevant revenue is expected to total $116.8 million in fiscal
2021 (year-end March). Denso is expected to benefit from continued growth from
its main source of revenue, which is Toyota. As Toyota continues to increase
production capacity and requires additional parts, demand for upstream supplies
will increase and Denso will likely be the primary benefactor.

Auto Parts Manufacturing in Canada 33639CA November 2020

36 IBISWorld.com



Operating Conditions
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Capital Intensity The level of capital intensity is  Medium

The Auto Parts Manufacturing industry in
Canada is a moderately capital-intensive
industry, which is typical for most industries in
the automotive sector. In 2020, for every $1.00
spent on labour, industry operators will invest
an estimated $0.13 in capital. Over the five
years to 2020, industry wages have risen while
industry performance has fallen considerably,
which has slightly decreased the industry's
level of capital intensity.

A majority of the industry's products, including
air-conditioning units and exhaust systems,
must be modified periodically for use in
vehicles of different sizes and layouts. This
periodic retooling of machinery increases the
need for proper machinery and equipment.
Additionally, volatile gas prices are prompting
automakers to produce smaller vehicles with
superior fuel economy. To meet these goals,
automakers are working with suppliers more
frequently to reduce the weight of component
systems and improve performance. In some
cases, redesigns involve the use of lighter and
more exotic metals such as aluminum or titanium. As a result, these new materials
require adaptations using production machinery.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

Very High
Market
Concentration

Very 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.

Moderate Rate of Entry Potential

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

Low Ease of Entry Unlikely

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

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.

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

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

The Auto Parts Manufacturing industry in Canada encompasses the
production of a manifold of essential components for the
manufacturing of automobiles and vehicles.

Moreover, the industry's operators adapt quickly to technological changes that
occur in downstream industries. However, technological disruptions may originate
from developments in alternative transportation forms, such as airplanes, railroads
and subways. Technological advancements that improve the affordability or
performance of these transportation systems act as a disruption to the car
manufacturing industries and therefore, the Auto Parts Manufacturing industry.
Moreover, there can be technological disruptions that make certain products
obsolete within the industry. For example, window cranks are no longer
manufactured at the same level as they were more than 10 years ago as technology
led to power window switches. However, these disruptions have yet to have a
significant influence on the industry as its wide range enables the industry to adapt
quickly.

The level of technology change is  High

The Auto Parts Manufacturing industry in Canada produces a wide
assortment of products with generally slow rates of technological
change.

Air-conditioning units, exhaust systems and airbags are most subject to innovation.
Reduced weight and emissions, higher fuel economy and increased safety are
common goals in the iterative development of auto parts. In general, most parts in
the industry are standardized, but companies continue to push standards forward in
an attempt to improve products. This is primarily in weight and strength. However,
increasing connectivity in modern cars has provided an outlet for manufacturers to
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produce increasingly complex components that interact with other parts of the car.
While this trend, which focuses on electric drive, autonomous drive and connectivity
drives change in the industry, the majority of the parts in the industry are
secondarily affected by this trend. Changes will likely force operators to lighten
materials and introduce more sensors to their components, although the basic
structure of industry products is not expected to change drastically.

Most auto parts manufacturers heavily use inventory and supply chain
management software. The software enables manufacturers to maintain strict
adherence to production schedules and minimize inventory carrying costs. Auto
parts manufacturers also employ management and quality control techniques to
improve quality and productivity. Total Quality Management (TQM) and Six Sigma
are the most popular of these systems. TQM systems emphasize each employee's
role in quality control and process improvement. Six Sigma systems emphasize
overall quality improvement by minimizing errors and defects on individual
components of a more complex system.

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.

Revenue volatility for the Auto Parts Manufacturing industry in
Canada is expected to be high over the five years to 2020.

Rebounding consumer confidence, lower fuel prices and strong demand from
automakers led to a surge in industry revenue in 2015. As the industry is highly
dependent on international trade, similar positive conditions in the United States
drove a double-digit increase in industry exports in 2015 and furthered demand for
Canadian produced vehicle parts. The industry's revenue is driven by conditions in
downstream automobile manufacturing industries and market, which are primarily
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influenced by global macroeconomic conditions, trade agreements, interest rates
and geopolitical environment.

Historically, the industry is heavily reliant on exports to drive revenue growth. As a
result, a forecast decline in industry exports is expected to resulted in a decline in
industry revenue. This decline is expected to occur despite the recent depreciation
in the Canadian dollar, which makes domestic products more affordable in foreign
markets and typically increases demand for industry products. However, declining
automobile production in North America reduced the size of the downstream
automotive market and has ultimately reduced demand. Overall, industry revenue is
expected to fluctuate 12.6% on average during the period.

Regulation &
Policy

The level of regulation is  Medium and is Steady

The Auto Parts Manufacturing industry in Canada is subject to a
moderate level of government regulation 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 they meet emission standards.
The industry includes exhaust systems and catalytic converters which are placed
under intense scrutiny by regulatory bodies. As governments place more emphasis
on emissions standards, companies will have greater oversight in the testing of
relevant systems. However, regulations do provide an added benefit. Stringent
regulations force industry operators to innovate and therefore enable them to stay
competitive. Moreover, as automotive components, all parts produced by the
industry are under regulatory oversight from highway safety and other
commissions. The current US administration recently ordered a review of the
Corporate Average Fuel Economy (CAFE) standards, which is likely to reduce the
2030 emissions target of average fleet fuel economy of 23.2 kilometres per litre
(54.5 miles per gallon). This is likely to filter back to Canadian manufacturers.
However, the reduction is not expected to be severe and the trajectory toward
greater efficiency has not changed. Consumers have already adjusted to
expectations of higher fuel efficiency and automakers are not expected to risk
losing market share by pulling back on fuel economy advances.

Industry
Assistance

The level of industry assistance is  Low and is Increasing

The Auto Parts Manufacturing industry in Canada benefits from
several associations that provide data and up-to-date news for the
auto industry.
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For example, the Original Equipment Suppliers Association provides members with
industry information and analysis. Industry operators benefit from this information
to gain insight into how competitors are doing. Industry associations also lobby for
new legislative proposals that align with member's best interests. While labour is
not unionized to the same extent as other automotive sector industries, Unifor,
Canada's primary labour union, still advocates on behalf of the industry.

Due to the spread of COVID-19 (coronavirus), the Canadian government has
instituted a variety of assistance programs that industry operators are expected to
qualify for. For example, the Canada Emergency Wage Subsidy provides up to
$847.00 per week for eligible employers that have been negatively affected by the
coronavirus pandemic. Additionally, operators can take advantage of tax deferrals
and improved access to credit and loans to remain liquid. The Canada Emergency
Business Account provides interest-free loans to small businesses of up to
$40,000. Large operators can apply for bridge financing through the Large Employer
Emergency Financing Facility.
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Key Statistics
Industry Data

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

New
Vehicle

Sales
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Million)

2011 5,395 1,097 331 282 12,813 2,020 11,316 726 14,691 1.62
2012 6,191 1,141 328 283 14,072 2,067 12,030 812 16,153 1.72
2013 5,887 1,342 354 304 14,051 2,039 12,234 793 16,082 1.78
2014 5,757 1,202 348 296 14,534 2,172 13,263 728 16,848 1.89
2015 7,730 1,849 354 300 13,079 2,404 15,220 870 20,546 1.94
2016 7,799 1,477 377 318 12,156 2,429 16,194 780 21,565 1.98
2017 7,570 2,001 383 328 16,844 2,307 16,086 1,011 21,349 2.08
2018 7,040 1,903 374 320 17,399 2,479 15,504 1,065 20,065 2.04
2019 6,787 1,837 371 317 17,185 2,552 15,706 1,047 19,940 1.96
2020 5,314 801 343 296 14,818 1,823 9,920 886 13,411 1.48
2021 6,098 1,431 362 311 16,354 2,086 11,508 986 15,520 1.75
2022 6,439 1,597 372 319 17,083 2,196 12,329 1,032 16,572 1.85
2023 6,657 1,701 379 324 17,663 2,265 12,886 1,067 17,279 1.93
2024 6,817 1,749 383 328 18,182 2,313 13,340 1,097 17,844 1.98
2025 6,941 1,779 386 330 18,457 2,350 13,731 1,115 18,322 2.03

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

Demand
New

Vehicle
Sales

(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
2011 3.58 10.4 -2 -2 -12 0.22 3.99 -14.9 4.38 2.27
2012 14.8 3.95 -1 0 10 2.36 6.30 11.8 9.95 5.93
2013 -4.90 17.6 8 7 -0 -1.37 1.69 -2.27 -0.44 3.47
2014 -2.22 -10.4 -2 -3 3 6.49 8.41 -8.27 4.76 6.41
2015 34.3 53.7 2 1 -10 10.7 14.8 19.5 21.9 2.59
2016 0.90 -20.1 6 6 -7 1.03 6.40 -10.3 4.96 2.27
2017 -2.95 35.5 2 3 39 -5.02 -0.67 29.6 -1.00 4.69
2018 -7.01 -4.90 -2 -2 3 7.46 -3.62 5.35 -6.01 -1.98
2019 -3.59 -3.46 -1 -1 -1 2.96 1.29 -1.70 -0.62 -3.66
2020 -21.7 -56.4 -8 -7 -14 -28.6 -36.8 -15.4 -32.7 -24.8
2021 14.8 78.6 6 5 10 14.5 16.0 11.2 15.7 18.7
2022 5.58 11.6 3 3 4 5.23 7.13 4.68 6.78 5.81
2023 3.38 6.53 2 2 3 3.13 4.51 3.39 4.26 4.05
2024 2.40 2.80 1 1 3 2.15 3.52 2.83 3.27 2.93
2025 1.81 1.73 1 1 2 1.56 2.92 1.57 2.68 2.18

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

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2011 20.3 77.0 37.4 421 13.5 38.7 56,646
2012 18.4 74.5 33.4 440 13.1 42.9 57,689
2013 22.8 76.1 34.6 419 13.5 39.7 56,466
2014 20.9 78.7 37.7 396 12.6 41.8 50,076
2015 23.9 74.1 31.1 591 11.3 36.9 66,488
2016 18.9 75.1 31.1 642 10.0 32.2 64,182
2017 26.4 75.3 30.5 449 13.4 44.0 60,021
2018 27.0 77.3 35.2 405 15.1 46.5 61,216
2019 27.1 78.8 37.6 395 15.4 46.3 60,925
2020 15.1 74.0 34.3 359 16.7 43.2 59,806
2021 23.5 74.2 34.2 373 16.2 45.2 60,279
2022 24.8 74.4 34.1 377 16.0 45.9 60,411
2023 25.6 74.6 34.0 377 16.0 46.6 60,409
2024 25.7 74.8 33.9 375 16.1 47.5 60,345
2025 25.6 74.9 33.9 376 16.1 47.8 60,384
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Additional Resources
Additional
Resources

Automotive Aftermarket Suppliers Association
http://www.aftermarketsuppliers.org

Edmunds
http://www.edmunds.com

Original Equipment Suppliers Association
http://www.oesa.org

Government of Canada - Canadian automotive industry
http://www.ic.gc.ca/eic/site/auto-auto.nsf/eng/home

Industry Jargon BIG THREE
Another name for the top US automotive companies, which are General Motors Company,

Ford Motor Company and Fiat Chrysler Automobiles NV.

ORIGINAL EQUIPMENT MANUFACTURER (OEM)
A company that manufactures products or components that are purchased by a company

and retailed under the purchasing company's brand name.

SCRAPPAGE RATES
The rate at which used vehicles are retired from active use.

TIER 1 MANUFACTURER
The manufacturers that supply directly to automaker OEMs. This is opposed to Tier 2 and

Tier 3 companies that supply to Tier 1.

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.
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CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation

using the current year (i.e. year published) as the base year. This removes the impact of

changes in the purchasing power of the dollar, leaving only the "real" growth or decline in

industry metrics. The inflation adjustments in IBISWorld’s reports are made using Statistics

Canada's implicit GDP price deflator.

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

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

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

partners, managers and executives within the industry.

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

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

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

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

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

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

abroad.

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

Canada.

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

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

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

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.
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INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods

and services used in production. IVA is also described as the industry's contribution to GDP,

or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to

domestic demand. For exports/revenue: low is less than 5%; medium is 5% to 20%; and high

is more than 20%. Imports/domestic demand: low is less than 5%; medium is 5% to 35%;

and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an

industry's life cycle by considering its growth rate (measured by IVA) compared with GDP;

the growth rate of the number of establishments; the amount of change the industry's

products are undergoing; the rate of technological change; and the level of customer

acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are

mostly set up by self-employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s

profitability. It is calculated as revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB

Atlantic | NB, NS, PE, NL

Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of

the past five years. Volatility levels: very high is more than ±20%; high volatility is ±10% to

±20%; moderate volatility is ±3% to ±10%; and low volatility is less than ±3%.

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

Copyright 2021 IBISWorld Inc.
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