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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:

· Despite the COVID-19 (coronavirus) pandemic, revenue for the Canadian Plumbing,
Heating and Air-Conditioning Equipment Wholesaling industry is expected to
increase. For more detail, please see the Current Performance chapter.

· The industry's profit margin is expected to decrease as a result of the coronavirus
pandemic. For more detail, please see the Cost Structure Benchmarks chapter.

· Industry demand is expected to fluctuate as each of the industry's major market is
affected by the coronavirus pandemic differently. For more detail, please see the
Demand Determinants 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 This industry distributes pipe, valves and fittings, plumbing fixtures, hydronics and

heating, ventilation and air-conditioning equipment. Wholesalers in the industry
purchase products directly from manufacturers and subsequently distribute
products to contractors, end use businesses and retailers.

Major Players EMCO Corporation

Wolseley Canada Inc.

Main Activities The primary activities of this industry:

Distributing air-conditioning equipment, excluding window units

Distributing plumbing fixtures

Distributing hydronic heating and cooling equipment

Distributing pipe, valves and fittings

Distributing allied products to building contractors

The major products and services in this industry:

Plumbing supplies

Heating, ventilation and air-conditioning supplies

Other
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Supply Chain
 

 

SIMILAR INDUSTRIES

Heating & Air-Conditioning
Equipment Manufacturing in
Canada

Electrical Equipment
Wholesaling in Canada

Home Improvement Stores
in Canada

Heating & Air-Conditioning
Contractors in Canada

Remodelling in Canada
   

RELATED INTERNATIONAL INDUSTRIES

Tool & Hardware
Wholesaling in the US

Plumbing & Heating
Supplies Wholesaling in the
US

Heating & Air Conditioning
Wholesaling in the US

Online Plumbing & Electrical
Supply Sales

Plumbing Goods
Wholesaling in Australia

Household Appliance
Wholesaling in Australia

Hardware, Plumbing &
Heating Equipment
Wholesaling in the UK

Hardware Wholesaling in
New Zealand

Household Appliance
Wholesaling in New Zealand

Hardware, Plumbing &
Heating Equipment
Wholesaling in Ireland
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Industry at a Glance
Key Statistics

$14.7bn
Revenue

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

1.5% 3.5%

$880.2m
Profit

Annual Growth  Annual Growth

2015-2020  2015-2025

-3.0%

6.0%
Profit Margin

Annual Growth  Annual Growth

2015-2020  2015-2025

-1.5%

1,327
Businesses

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-1.8% 1.6%

25,378
Employment

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-0.1% 2.7%

$1.7bn
Wages

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

0.0% 2.9%

Key External Drivers % = 2015-2020 Annual Growth

-0.5%
Demand from hardware stores

-4.2%
World price of crude oil

-3.4%
Value of nonresidential construction

1.7%
Housing starts

0.5%
Residential renovation expenditure

Industry Structure

POSITIVE IMPACT

Capital Intensity
Low

Concentration
Low

Regulation
Light

Technology Change
Low

Globalization
Low

MIXED IMPACT

Life Cycle
Mature

Revenue Volatility
Medium

Barriers to Entry
Medium

Competition
Medium

NEGATIVE IMPACT

Industry Assistance
Low

Key Trends

 The health of the industry is closely tied to trends in
construction activity across Canada

 Overall industry participation has slightly fallen

 Renovation, maintenance and repair work drives most of
demand for industry products

 Solid performance is expected to encourage industry
participation

 Demand from residential renovation expenditure will likely
grow at a faster rate

 The industry will be boosted by consumer purchases of more
energy-efficient products

 The industry is characterized primarily by numerous small
operators that serve regional and local markets
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Products & Services Segmentation

Plumbing supplies

43.7%

Heating, ventilation and air-
conditioning supplies

45.4%

Other

10.9%

Plumbing, Heating & Air-Conditioning Equipment Wholesaling
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

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

WEAKNESSES

Low & Steady Level of Assistance
Low Revenue per Employee

OPPORTUNITIES

High Revenue Growth (2015-2020)
High Revenue Growth (2020-2025)
World price of crude oil

THREATS

Low Revenue Growth (2005-2020)
Low Outlier Growth
Low Performance Drivers
Residential renovation expenditure
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Executive
Summary

The Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry in Canada has experienced consistent growth
over the five years to 2020.

The majority of demand for industry products is generated through renovation,
maintenance and repair work, and steady growth in renovation activity has
facilitated revenue growth. Demand from other major markets has been mixed, with
housing starts being volatile but rising overall. Meanwhile, poor performance in
nonresidential construction markets has constrained growth, with falling
commodity prices prompting affected industries to delay related infrastructure
spending. Overall, IBISWorld estimates that industry revenue has risen an
annualized 1.5% to $14.7 billion over the five years to 2020. This is despite a
forecast drop of 6.1% in 2020 alone, as the COVID-19 (coronavirus) pandemic is
expected to negatively affect demand from key downstream markets. The
coronavirus pandemic is also anticipated to cause the industry's profit margin to
decrease as a result of the decrease in value of nonresidential construction.

This industry is characterized primarily by numerous small operators that serve
regional and local markets, with the majority of industry establishments having
fewer than 10 workers. However, the industry has experienced steady consolidation
over the past five years, as major players have sought to expand their domestic
presence through acquisitions. Major player Wolseley Canada Inc. has spent
significant sums during the reporting period to acquire competitors and expand its
footprint domestically. This trend of consolidation is forecast to continue as
existing players seek acquisitions as a means of bolstering market share.

Over the five years to 2025, the industry is expected to continue to experience
steady demand from downstream construction markets, although rising demand
from remodelling and new residential construction markets will bolster revenue and
profit growth. The industry is expected to benefit from rebounding nonresidential
construction activity, as an improving business climate and stronger commodity
markets will prompt increased investment into commercial and industrial
structures. Eco-friendly plumbing and HVAC equipment are anticipated to grow as a
share of industry revenue as consumers and businesses opt for energy-efficient
products that reduce utility costs. Overall, industry revenue is forecast to rise an
annualized 3.5% to $17.4 billion over the five years to 2025.
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Industry Performance
 

 

Key External
Drivers

Residential renovation expenditure
Plumbing and heating supplies wholesalers serve the renovation market. The more
income that households have, the more likely they will be to undertake home
repairs, which include plumbing work and replacing aging equipment. Growth in do-
it-yourself alterations has a positive flow-on effect for plumbing and heating
equipment wholesalers. Total residential renovation expenditure is expected to
decrease in 2020. However, the overall rise over the five years to 2020 is expected
to represent a potential opportunity for this industry.

Housing starts
Residential construction markets purchase products carried by plumbing and
heating supply wholesalers for use in the construction of new houses.
Consequently, as housing starts rise, demand for industry products will increase,
and when housing start numbers decline, residential construction markets will
require fewer industry products. Housing starts are forecast to decline in 2020,
posing a potential threat to the industry.
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Value of nonresidential construction
The private nonresidential construction market purchases products carried by
plumbing and heating supply wholesalers. Consequently, construction growth
drives demand for plumbing supplies and heating equipment. Conversely, declines
in construction reduce demand for industry products. The value of nonresidential
construction is expected to decrease in 2020.

Demand from hardware stores
Smaller hardware stores unable to buy directly from manufacturers purchase
industry products, such as plumbing pipes, from wholesalers. Demand from
hardware stores consequently increases demand for industry products. Demand
from the Hardware Stores industry in Canada is expected to decrease in 2020.

World price of crude oil
Plumbing and heating supply wholesalers transport most of their goods with
trucking fleets that typically use petroleum-based fuels such as diesel fuel or
gasoline. When the price of crude oil rises, fuel expenses rise and reduce profit. In
addition, crude oil prices determine the level of demand for certain plumbing
supplies from the industrial market. The world price of crude oil is expected to
decrease in 2020.
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Current
Performance

The Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry in Canada has performed well over the five
years to 2020.

Industry products, such as metal and plastic pipes, valves and fittings (PVF),
plumbing fixtures, as well as heating and air-conditioning units, are used in the
construction of virtually all Canadian building structures. Wholesalers also sell a
variety of other building materials and related products such as drinking fountains
and solar heating panels.

The industry's largest downstream source of demand is residential renovation
projects, and consistent growth in renovation activity over the past five years has
been the primary driver of industry performance. Demand from new construction
markets has been more mixed during the period. Stagnant but volatile residential
construction figures have been counteracted to some extent by poor performance
in nonresidential construction markets, particularly during the beginning of the
reporting period when nonresidential construction fell sharply, as declining
commodity prices delayed investment from a variety of related industries. Overall,
industry revenue has risen at an annualized rate of 1.5% to $14.7 billion over the five
years to 2020. This is despite a forecast decline of 6.1% in 2020 alone due to the
COVID-19 (coronavirus) pandemic and the resulting fall in the value of
nonresidential construction activity.

Construction markets and consumer trends

Due to the extensive use of industry products in downstream
construction markets, the health of the industry is closely tied to
trends in construction activity across Canada.

During the majority of the reporting period, rising income levels and low interest
rates helped lead to growing demand for housing. However, the pace of growth
slowed during the second half of the reporting period in response to the economic
uncertainties resulting from the coronavirus pandemic. However, overall, the
number of housing starts has risen an annualized 1.0% over the five years to 2020.
Rising housing starts have resulted in increased demand for a variety of industry
products such as plumbing fixtures, boilers, furnaces and heating, cooling and
ventilation (HVAC) equipment.

Comparatively, new nonresidential construction markets have performed poorly, as
plummeting prices of crude oil and natural gas have slashed revenue in
downstream energy markets, prompting diminished expenditure from related
industries on construction projects. Accordingly, new nonresidential construction
projects have declined as a source of industry revenue over the five years to 2020.

While these two markets account for a comparable amount of industry revenue, the
largest source of demand for industry goods is the residential renovation
construction markets. Conditions have been strong for renovation markets, as
rising per capita disposable income and low interest rates for the majority of the
five-year period made it easier for consumers to pay for projects. They also led to
rising homeownership rates, which further boosted demand for renovation projects
as the number of homeowners rose. In addition, rising housing prices have
incentivized renovation projects, as consumers assume that they can recoup their
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investment through higher selling prices in the future. Overall, residential renovation
expenditure has risen an annualized 0.5% over the five years to 2020.

Renovation markets have also, to some extent, been influenced by shifting
consumer trends. Consumers have increasingly sought to cut costs by using longer
lasting and more efficient products such as plumbing fixtures, heating systems,
HVAC equipment and insulated pipes.

Competition and consolidation

The use of the internet in placing orders has also had an effect on
the industry, as it has made it easier for manufacturers to work
directly with customers.

Historically, contractors have required distributors to consolidate the industry's
products because a wide range of manufacturers produce each item type. Industry
major player Wolseley Canada Inc. (Wolseley Canada) works with more than 39,000
vendors alone. Over the past five years, to combat this threat, operators have
worked to expand their online product offerings and their range of services. As
online ordering, business intelligence and inventory management systems grew
increasingly popular to retain clients, industry operators benefited from increased
efficiencies, improved customer access and lower inventory-related costs. As a
result, wages have fallen slightly as a share of revenue during the five-year period.
Despite this decrease in wages, the industry's profit margin, measured as earnings
before interest and taxes, is still anticipated to decrease, falling to an estimated
6.0% of revenue in 2020.

While strong performance has prompted some companies to enter the industry,
overall industry participation has slightly fallen. Over the five years to 2020,
establishment and enterprise figures have both fallen in response to increased
acquisition activity by larger industry players. One of the industry's largest
operators, Wolseley Canada, has bolstered its share of the market through
numerous acquisitions over the past five years, mostly within its industrial business
segment. In 2015, the company acquired QIP Equipment Ltd. and Goodman
Industrial, and then Tackaberry Heating Supplies Limited in 2017. In early 2018, it
acquired AMRE Supply Co. Ltd., adding a dozen locations to the company's total.
Such consolidations have tempered industry participation during the period. Overall,
the number of industry establishments is expected to decrease at an annualized
rate of 0.3% to 2,675 locations over the five years to 2020. Meanwhile, in response
to the decreasing establishment figures, industry employment has also stumbled
during the five-year period, falling at an annualized rate of 0.1% to 25,378 workers.

Government and growing green movements

Renovation, maintenance and repair work drives most of demand for
industry products, and strong growth in renovation work has
underpinned industry growth over the five years to 2020.

To some extent, this has been assisted by various initiatives to promote energy
efficiency, particularly at the provincial level. Provinces have created a variety of
programs offering favourable tax incentives, rebates and other forms of financing to
promote energy-efficient products.
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Expected utility cost savings and favourable tax incentives have encouraged
industry operators to supply eco-friendly products. According to Statistics Canada's
2015 Households and the Environment Survey (latest data available), 62.0% of
households had a low-flow showerhead. Moreover, the survey found 51.0% of
Canadian households owned a low-volume toilet, with both those figures having
risen in recent years. These figures continue to reflect shifting preferences toward
sustainable products.

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

Demand
Residential
renovation

expenditure
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2011 11,959 2,384 2,643 1,436 20,413 N/A N/A 1,310 N/A 45.4
2012 13,058 2,636 2,568 1,396 24,609 N/A N/A 1,491 N/A 45.9
2013 12,491 2,419 2,543 1,384 25,443 N/A N/A 1,540 N/A 46.7
2014 12,812 2,590 2,717 1,459 26,448 N/A N/A 1,579 N/A 48.4
2015 13,640 2,817 2,711 1,450 25,559 N/A N/A 1,676 N/A 49.1
2016 13,811 2,831 2,691 1,425 25,447 N/A N/A 1,726 N/A 50.6
2017 14,063 2,788 2,655 1,350 23,685 N/A N/A 1,641 N/A 52.3
2018 15,462 3,055 2,726 1,347 25,601 N/A N/A 1,718 N/A 53.0
2019 15,623 3,123 2,727 1,351 26,385 N/A N/A 1,750 N/A 53.2
2020 14,670 2,678 2,675 1,327 25,378 N/A N/A 1,675 N/A 50.4
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Industry Outlook
Outlook The Plumbing, Heating and Air-Conditioning Equipment

Wholesaling industry in Canada is expected to continue to perform
well while exhibiting slightly quicker growth over the five years to
2025.

As interest rates remain low, and the
homeownership rate continues to
grow, this is likely to propel
residential renovation expenditure
levels. Quicker demand from major
downstream markets will likely result
in the pace of revenue growth being
faster compared with the previous
years. IBISWorld forecasts industry
revenue will rise at an annualized
rate of 3.5% to $17.4 billion over the
five years to 2025. The industry will
likely continue to be driven by home
renovation expenditures, particularly
for industry products that improve
energy efficiency.

Construction and consolidation

Demand from residential renovation expenditure is anticipated to
grow at a faster rate over the five years to 2025, as low interest
rates and increased homeownership rates raise demand from
consumers.

In contrast, nonresidential construction is expected to outpace the residential
market, growing at an annualized rate of 3.7% over the five years to 2025. However,
much of this growth will be a rebound following a significant decline in
nonresidential construction in 2015 and 2020, when falling commodity prices
delayed investments in nonresidential developments. Further, consumer spending
is forecast to rise over the next five years, which will likely prompt stronger demand
from manufacturers and likely encourage domestic businesses to invest in new
commercial spaces to meet growing demand. New commercial construction and
increased spending on improvements to existing structures will bolster demand for
various plumbing, heating, ventilation and air-conditioning (HVAC) and flow-control
products.

More broadly, macroeconomic factors, such as disposable income levels and
consumer sentiment, are projected to be slightly more favourable than the five
years to 2020. While consumer disposable income levels are expected to fall, the
Consumer Confidence Index is forecast to grow over the next five years in response
to a recovering economy from the COVID-19 (coronavirus) pandemic. This is
expected to benefit industry operators as when consumers gain more confidence in
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the recovering economy, they will choose to renovate their existing homes to
increase value and improve energy efficiency. Accordingly, the residential
construction and remodelling markets, which currently generate over 60.0% of
industry revenue, will remain the key driver of industry performance over the coming
years. Overall, while falling income levels will facilitate decreased expenditure on
remodelling projects that require industry goods, residential renovation expenditure
is forecast to grow quicker when compared with the previous reporting period,
rising at an annualized rate of 2.9%.

Since the solid performance is expected to encourage industry participation, the
number of industry operators is expected to rise at an annualized rate of 1.6% to
1,438 companies. In addition, growing industry revenue and demand will facilitate
increased employment, with the number of workers forecast to rise at an
annualized rate of 2.7% to 28,993 people over the next five years. Wage costs are
also expected to rise due to increased demand for superior customer service,
steady demand and improved pricing conditions. Despite the expected rise in
wages, the industry's profit margin is expected to slightly grow as the economy
recovers from the coronavirus pandemic.

Energy and hygiene leading growth

The industry is expected to continue to be boosted by increased
consumer purchases of more energy-efficient products, and the
federal government is likely to raise minimum efficiency standards
for various types of industry products such as HVAC equipment.

Products that are Energy Star-certified tend to be among the top 30.0% of their
class for energy performance, and government sources will bolster efforts to
expand demand for these products. According to a 2019 article from Natural
Resources Canada (latest data available), Energy Star-certified solar water heaters
use an estimated 60.0% less energy than standard models, which can help
consumers save significant amounts of money over the lifetime of a given product.
The federal and provincial governments are likely to expand initiatives such as
favourable tax incentives to encourage consumers to use these products. For
example, the Government of Ontario has helped to set up an Affordability Fund to
encourage energy efficiency, and residents may qualify for free upgrades of certain
appliances and insulation.

The Canadian Standards Association (CSA) certifies the quality and environmental
soundness of many industry products, both in Canada and abroad. Eco-friendly
plumbing certification has grown increasingly important to the organization. For
example, the CSA collaborated with the American Society of Mechanical Engineers
and US Environmental Protection Agency to develop standardized criteria for high-
efficiency shower heads, among other products for both residential and institutional
use. Distributors are expected to increasingly collaborate with such organizations
to ensure the products they distribute meet quality standards.
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Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Residential
renovation

expenditure
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2020 14,670 2,678 2,675 1,327 25,378 N/A N/A 1,675 N/A 50.4
2021 15,566 3,012 2,753 1,361 26,459 N/A N/A 1,752 N/A 52.5
2022 16,255 3,130 2,805 1,383 27,269 N/A N/A 1,811 N/A 54.3
2023 16,697 3,206 2,844 1,400 27,847 N/A N/A 1,851 N/A 55.6
2024 17,080 3,252 2,884 1,417 28,386 N/A N/A 1,889 N/A 56.9
2025 17,446 3,292 2,929 1,438 28,993 N/A N/A 1,929 N/A 58.2

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

LIFE CYCLE REASONS

Industry performance is generally in line with the overall economy

Industry operators are consolidating

The industry’s product segments have remained relatively stable

 

 

The Plumbing, Heating and Air-Conditioning Equipment Wholesaling industry in
Canada is in the mature stage of its life cycle. Over the 10 years to 2025, industry
value added (IVA), which measures an industry's contribution to the overall
economy, is projected to grow at an annualized rate of 1.6%. Comparatively,
Canada's GDP is expected to increase an annualized 1.8% during the same period.
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IVA growth that is consistent with growth in the overall economy is often indicative
of a mature industry.

As with most mature industries, industry performance typically fluctuates in
response to changes in the business cycle. Demand is heavily reliant on established
downstream construction markets that use plumbing and heating supplies for new
construction, repair and renovation work. Other characteristics that firmly establish
this industry in the mature stage of its life cycle include industry consolidation and
segmented product lines that experience complete acceptance by downstream
customers. Companies such as Emco Corporation have partnered with other
industry operators to expand their market reach, and the industry's distinct product
segments have remained relatively stable in recent years.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Plumbing, Heating and Air-Conditioning
Contractors In Canada

Homebuilders in Canada

Home Improvement Stores in Canada

Apartment & Condominium Construction
in Canada

Remodelling in Canada

Industrial Building Construction in Canada

2nd Tier
Public Administration in Canada

Consumers in Canada

KEY SELLING INDUSTRIES

1st Tier
Heating & Air-Conditioning Equipment
Manufacturing in Canada

Ceramics Manufacturing in Canada

Boiler & Heat Exchanger Manufacturing in
Canada

Valve Manufacturing in Canada

2nd Tier
Primary Metal Manufacturing In Canada

Products and
Services

 

 

The Canadian Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry's primary products include plumbing and
heating, ventilation and air-conditioning (HVAC) equipment.

Within these two product categories, industry products vary widely based on the
market served. Product offerings among industry players consequently vary based
on their target customer. For example, Wolseley Canada Inc.'s industrial business is
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dedicated to oil, mining and gas operators in Canada that require larger, industrial-
strength plumbing supplies whereas its blended branches business supplies
smaller plumbing equipment intended for commercial and residential use.

In addition, due to the COVID-19 (coronavirus) pandemic, demand for the industry's
products is expected to fluctuate. As a result of the depressed economic
conditions, demand for decorative equipment is expected to slightly decrease while
demand for necessary equipment is expected to continue its growth.

Plumbing supplies

The plumbing supplies segment includes plastic and metal pipes,
pipe fittings, valves and plumbing fixtures, and is expected to
account for 43.7% of industry revenue in 2020.

Plumbing fixtures deliver and drain water. They include toilets, urinals, bidets, sinks,
bathtubs and showers. Over the five years to 2020, nonresidential fixtures have
trended toward sensor-operated fixtures and no-flush urinals, which are considered
more cost-efficient and environmentally friendly. For example, sensor operated
automatic flush urinals have fewer moving parts, reduce wear and tend to last
longer than manual flush valves. Plastic plumbing products have also gained
momentum over the five years to 2020, particularly due to continued improvements
in plastic technology, such as heat-resistance capabilities.

Heating, ventilation and air-conditioning supplies

The heating, ventilation and air-conditioning (HVAC) supplies
segment is expected to account for 45.4% of industry revenue in
2020.

Segment products include gas furnaces, gas stoves and ovens, as well as gas water
heaters. The segment also includes hydronic-heating supplies, which are heating
equipment that use water as the heat transfer medium. Heated water is often
pumped through plastic or metal pipes underneath floorboards to provide heat to
rooms. It comprises a heat source, pipes and pumps for distributing the heated
water and controls. Natural gas, oil, electricity, wood or solar energy can be used to
heat the water. Hydronic systems have grown in popularity because they are more
cost effective compared with other radiant heating systems. This is one of the
leading factors which has increased demand for HVAC supplies and special
hydronic systems over the five years to 2020.

Other

Accounting for 10.9% of industry revenue in 2020, other industry
products include sanitary ware such as bath screens and other types
of shower enclosures.

Other products also include bathroom cabinets, faucet handles, soap holders and
other sanitary bathroom supplies. Other products in this segment are diverse and
include oil burners, gas fireplaces, drinking fountains, solar heating panels and
water filters. Other products have endured a slight decrease in demand over the five
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years to 2020 as these products tend to be more decorative than required
equipment in a construction project.

Demand
Determinants

Residential construction

Housing construction growth is primarily influenced by changes in
the overall economy that affects housing affordability as well as
population growth and household formation.

Unemployment rates, consumer confidence, expected future movements in
mortgage interest rates and the availability of loanable funds also determine
residential demand.

Within the residential market, consumer income and tastes dictate the types of
plumbing and heating fixtures introduced to the market. Tastes and preferences
may dictate anything from colour to type of fixture. For example, the
environmentally conscious consumer may opt for hydronic heating as opposed to
electric heating. High-income customers typically purchase price-premium
products, while the average consumer will predominantly choose fixtures on the
basis of price.

Despite the negative economic effects of the COVID-19 (coronavirus) pandemic,
demand from the residential construction market is expected to increase as
interest rates decrease. Due to the decreasing interest rates, consumers may be
more willing to invest and finance a new home, thus increasing demand for the
industry's products.

Nonresidential construction

Trends in employment, private fixed investment, business
conditions in industrial markets and government expenditure all
influence demand for the Canadian Plumbing, Heating and Air-
Conditioning Equipment Wholesaling industry.

During boom periods, businesses tend to invest more capital in new commercial
buildings, whereas periods of weak economic performance are usually a deterrent
to investment. As a general rule, government expenditure tends to be consistent or
increases when the economy slumps. However, government-funded construction
only accounts for a small part of industry demand. Industrial markets are also
affected by economic conditions. When the economy is experiencing a slump,
companies will hold off constructing new mills or factories, whereas demand for
new industrial construction tends to increase when the economy is booming. This
type of increase in governmental funding and decrease in the value of
nonresidential construction can be endured from the coronavirus pandemic and the
resulting trends in decreased product demand for the nonresidential construction
segment.
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Repair and replacement

Remodelling sales also drive demand for industry products.

Replacement sales are strongest where the installed base of plumbing and heating
equipment is largest. Replacement sales are driven by the age of equipment, the
trade-off between repair and replacement and the likelihood of increased energy
efficiency and greater environmental relevance. The replacement market is not
affected by levels of new home construction and, therefore, tends to be less
cyclical. Residential remodelling, however, is driven by disposable and home
improvement trends.

Wholesale bypass

As with most companies in the wholesale sector, the industry has
been forced to contend with wholesale bypass.

Some clients can choose to buy factory-direct items, which has reduced industry
demand. This factor is expected to play an increasing role in the future, limiting
industry growth.

Major Markets

Due to the ongoing COVID-19 (coronavirus) pandemic, demand from the Canadian
Plumbing, Heating and Air-Conditioning Equipment Wholesaling industry's major
markets is expected to fluctuate. Demand from the industry's major markets is
heavily reliant on construction trends and overall economic conditions. Despite
coronavirus and the adverse economic effects, certain markets may still
increasingly demand the industry's products.

Residential maintenance, repair and renovation

Residential maintenance, repair and renovation account for most of the industry's
sales, with residential maintenance, repair and renovation markets accounting for
33.3% of industry revenue in 2020. Industry operators benefit from relatively steady
demand from this segment because plumbing and heating, ventilation and air-
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conditioning (HVAC) repairs are necessary for a properly functioning building.
Residential renovation demand is largely determined by disposable income and
product innovation. Residential renovation expenditure has grown over the five
years to 2020, increasing this segment's share of revenue.

Nonresidential maintenance, repair and renovation

Nonresidential maintenance, repair and renovation account for the second-largest
market, at an estimated 25.3% of industry revenue in 2020. Industry operators
continue to benefit from relatively steady demand from this segment because
plumbing and heating, ventilation and air-conditioning (HVAC) repairs are necessary
for a properly functioning building. Furthermore, environmental concerns have
increased demand for the renovation of existing nonresidential buildings. Although
nonresidential maintenance, repairs and renovations are essential, this segment's
share of industry revenue has decreased slightly over the five years to 2020. This
decrease can be expected as a result of the coronavirus pandemic and the ensuing
decrease in the value of nonresidential construction.

New residential construction

Plumbing and HVAC systems are used in the construction of most building
structures. The construction of new homes and apartment buildings is expected to
generate 17.0% of industry revenue in 2020. Despite the negative effects due to the
coronavirus pandemic, the increase in housing starts is expected to raise this
segment's share of industry revenue over the five years to 2020.

New nonresidential construction

Since plumbing and HVAC systems are used in the construction of all new building
projects such as office buildings, retail centres, hotels, warehouses, hospitals and
schools. The nonresidential construction segment is estimated to account for
13.7% of revenue in 2020. This segment's share of revenue has decreased slightly
over the five years to 2020, despite contractors in the nonresidential sector also
working on industrial buildings such as mills and factories.

Other

Other markets that purchase industry products include retailers, such as hardware
stores, and contractors that use industry products for water and sewer
infrastructure. This segment is forecast to account for 10.7% of industry revenue in
2020. This segment's share of revenue has increased over the five years to 2020 as
wholesale bypassing is becoming inherently more popular.

International
Trade

Exports in this industry are  Low and Steady

Imports in this industry are  Low and Steady

While many wholesalers import and export products, specific trade data for the
Plumbing, Heating and Air-Conditioning Equipment Wholesaling industry in Canada

Plumbing, Heating & Air-Conditioning Equipment Wholesaling in Canada 41612CA February 2021

23 IBISWorld.com



is accounted for at the manufacturing level. For trade data regarding industry
products, please refer to the Heating and Air-Conditioning Equipment
Manufacturing industry in Canada (IBISWorld report 33341CA).

Business
Locations

 

Business Concentration in Canada

ABAB

BCBC

MBMB

NBNB

NLNL

NTNT

NSNS

NUNU

ONON

PEPE

QCQC

SKSK

YTYT

0 14 28 42

Percentage of Business Locations (%)

Plumbing, Heating & Air-Conditioning Equipment Wholesaling in Canada
Source: IBISWorld

 

The geographic spread of operators in the Plumbing, Heating and Air-Conditioning
Equipment Wholesaling industry in Canada is influenced by factors such as
population dispersion, overall economic activity, construction investment and
income. In general, highly populated Canadian provinces have a greater demand for
construction products, consequently increasing the need for plumbing and heating
supplies. For this industry, establishments include distribution centres, ancillary
warehouses, local sales branches and customer support offices.

Industry wholesale activity is concentrated in the Atlantic and Pacific regions. In
Canada, the Atlantic region is a manufacturing hub, with easy access to road, rail
and maritime distribution and supply channels. Likewise, Canada shares a border
with the United States, which helps facilitate trade across that international border.
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Additionally, these regions are more vulnerable to volatile weather conditions, which
increases demand for industry products that are used for repairs.

Ontario, which accounts for the largest share of the population, holds the largest
concentration of industry establishments at 41.7% in 2020. The province also
includes the large metropolitan area of Toronto, which alone accounts for a
sizeable portion of establishments and revenue. Quebec is expected to account for
19.3% of industry establishments in 2020. Meanwhile, Alberta's share of industry
establishments has fallen slightly to 11.6% due to weaker demand in recent years.
Similarly, British Columbia is home to 13.9% of industry establishments in 2020, a
figure that has slightly increased in recent years. The industry's concentration in this
region is largely due to Vancouver, which is one of the largest cities in British
Columbia.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Low

The Plumbing, Heating and Air-
Conditioning Equipment Wholesaling
industry in Canada exhibits a low level of
market share concentration, with the three
largest players accounting for under 20.0%
of industry revenue in 2020. The industry is
primarily characterized by several smaller
establishments that operate on a regional
or local basis. Based on data sourced from
Statistics Canada, IBISWorld estimates
that just over one-quarter of industry
players operate as nonemployers. Further,
the vast majority of industry
establishments have fewer than 20
employees, indicating that the industry is
dominated by small businesses. While the
industry is anticipated to remain highly fragmented over the five years to 2025,
acquisitions will likely increase the presence of the industry's largest players.

Key Success
Factors

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

Having links with suppliers: Companies with strong supplier links can typically negotiate

superior pricing contracts and ensure that stock is always accessible.

Having a good technical knowledge of product: It is important within this industry for

wholesalers to have a strong working knowledge of products, as this can enable them to

provide elevated levels of service to clients.

Guaranteed supply of key inputs: Successful industry players ensure customers have a

reliable and stable delivery of products.

Having a loyal customer base: Repeat business is essential to industry success because

many contractors opt to use one wholesaler for all of their projects.

Ability to avoid wholesale bypass: Companies can avoid wholesale bypass by providing

superior customer service, private label brands and vertical integration.

Adaptability of operations to comply with social distancing protocols: Industry

operators must be able to adapt to new safety regulations to keep their employees safe.

Improving workplace conditions and implementing social distancing protocols will be

crucial for an operator’s ability to stay operational.
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Cost Structure
Benchmarks

Profit

Profit, measured as earnings before interest and
taxes, is estimated to account for 6.0% of
industry revenue and has decreased over the
five years to 2020. Industry profit has hindered
from unsteady downstream demand, particularly
from nonresidential construction. In addition, a
poor performance in residential construction
markets has tempered overall profit growth
during the latter half of the reporting period.
Overall, profit is higher for large operators due to
the operational efficiencies achieved through
multiple locations and distribution centres.
Furthermore, large wholesalers are better able
to negotiate with upstream suppliers and offer
value-added services to major downstream
customers, particularly within the waterworks
and industrial construction markets. The
decrease in profit experienced over the five
years to 2020 can be mainly attributed to the
COVID-19 (coronavirus) pandemic and the
resulting delays in manufactured products along
with a decreasing value in the construction
industry.
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Wages

IBISWorld estimates that wages will account for
11.4% of revenue in 2020, falling from 12.3% in
2015. While the industry is reliant on labour and
will remain so in near future, it has been able to
lessen its demand for labour through increasing
use of technology. For example, radio-frequency
identification (RFID) assists in stocking and
maintaining inventory and has been used to
decrease the industry's dependence on
warehousing labour.

Purchases

As with most wholesale industries, purchases
represent the largest expense for industry
players. Companies in this industry purchase
heating, air-conditioning and plumbing
equipment from vendors and distributors across
the globe and subsequently distribute
equipment to domestic downstream contractors
and retailers. In general, purchases' share of
sales is higher among larger industry operators
than among smaller operators. Overall,
IBISWorld estimates that purchases will account
for 74.7% of revenue in 2020.

Depreciation

Depreciation is minimal for operators,
accounting for an estimated 0.8% of industry
revenue in 2020.

Marketing

Marketing expenses are estimated to account
for 0.7% of industry revenue in 2020. Most
operators have internal sales teams and
established links with downstream clients,
minimizing the need for advertising
expenditures.
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Rent

Rent expenses are estimated to account for
1.3% of industry revenue in 2020. Industry
revenue is not particularly volatile and rent
expenses are also stable, so this figure has
changed very little over the past decade.

Utilities

Utility expenses are estimated to account for
0.4% of industry revenue in 2020. Utility
expenses tend to be low for wholesalers given
the minimal amount of energy required to
conduct operations.

Other Costs

Plumbing and heating wholesalers incur a
variety of other costs associated with the daily
operations of running a business, including fuel,
and professional service fees. Industry players
manage vehicles used for transporting, handling
and storing inventory. Most companies also
have fully integrated management information
systems that require significant computer
hardware and software. These systems support
primary internal operational functions and
provide complete integration of purchasing,
receiving, order processing, shipping, inventory
management, sales analysis and accounting.
Other expenditures include freight, insurance
and administrative expenses. In 2020, other
costs are expected to account for 4.7% of
revenue.
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Basis of
Competition

Competition in this industry is  Medium and Increasing

Internal competition

Proximity is essential to best meet contractor needs in a convenient
and timely manner.

The ability to compete is enhanced when distribution facilities are located near
developing suburbs because construction activity is high in these areas. A closer
proximity to customers generally translates to faster delivery times. The ongoing
nature of construction projects requires that products be available on an immediate
or short-term basis.

Price competition and maximum market coverage are of particular importance in
residential product lines. Having a lower price can provide a competitive advantage
for one wholesaler over another. The ability to offer lower prices is affected by an
operator's size and its relationships with suppliers. Typically, larger companies in
the Canadian Plumbing, Heating and Air-Conditioning Equipment Wholesaling
industry can purchase more and influence suppliers based on purchasing power,
while smaller players generally have to purchase lower volumes, which can lead to
paying higher prices. These smaller wholesalers are often forced to pass on the
higher costs of purchases onto customers and are therefore less able to compete
effectively on the basis of price. Although this factor has forced some wholesalers
to exit the industry, small operators can remain competitive through superior
customer service.

Industry operators also compete on the basis of product selection. Clients often opt
for wholesalers that can provide a wide range of products at competitive price
points, including both plumbing and heating supplies. Furthermore, a client may
choose one operator over another based on the number or type of options given for
a particular product line, such as a selection of gas furnaces.

Competition is also based on delivery service, product performance and reliability.
This is particularly important due to wholesaler bypass. Retailers and other
downstream customers choose to buy directly from manufacturers for a less-
expensive price unless wholesalers can offer extra benefits such as convenience
and a broad choice of products and services. Contracts with several manufacturers
can ensure that companies have a wide brand and product coverage. Wholesaler
bypass has also caused some large operators to create their own brand name
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products. The marketability and perceived quality of these brand names will
become more important over the next five years.

External competition

Plumbing and heating supply wholesalers are exposed to external
competition from manufacturers that sell directly to contractors and
consumers.

This industry also competes with operators in the Home Improvement Stores
industry in Canada (IBISWorld report 44411CA) such as the Home Depot Inc. and
Rona Inc. (Lowe's) that sell directly to contractors. However, competition with these
retail stores is relatively limited because of the higher costs associated with
purchasing from a retail store rather than a wholesale company. Furthermore, home
improvement stores are often unable to provide the services demanded of major
professional contractors while simultaneously meeting the needs of its primary
consumer market.

Barriers to Entry Barriers to entry in this industry are  Medium and Increasing

The Plumbing, Heating and Air-
Conditioning Equipment Wholesaling
industry in Canada exhibits moderate
barriers to entry. While no formal
barriers exist, companies incur relatively
high initial capital costs to obtain the
equipment, staff and facilities required
to distribute industry equipment.
Moreover, new entrants will find it
difficult to compete with the more
established players that experience
significant advantages from established
relationships with manufacturers and downstream customers.

Contractual arrangements between existing operators and downstream customers
give established operators a competitive advantage. New entrants will find it
challenging to establish similar supply arrangements, which are necessary to
compete effectively. In addition, new entrants need to obtain contracts with
manufacturers, which may prove to be hard due to existing relationships between
suppliers and wholesalers. For example, major player Wolseley Canada Inc.'s latest
annual report states the company maintains contracts with over 39,000 suppliers
worldwide. Furthermore, larger operators in the industry have started their own
brands and directly compete with manufacturers that have bypassed wholesalers to
sell directly to downstream industries, which further challenges new entrants that
want to compete effectively.

The industry experiences increasing product saturation and an intensely
competitive environment, which has made it difficult for operators to experience
significant revenue growth. This has spurred many larger players to acquire smaller

Barriers to entry checklist
Competition Medium

Concentration Low

Life Cycle Stage Mature

Technology Change Low

Regulation & Policy Light

Industry Assistance Low
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companies and expand their market share. Although the industry's concentration is
relatively low, the wholesaling sector of the economy has experienced a
considerable amount of consolidation over the past decade. As a result, operators
seeking to enter the industry have to compete with larger players with considerable
resources, heightening industry barriers over the five years to 2020.

Industry
Globalization

Globalization in this industry  Low and Increasing

Globalization within the Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry in Canada is low. The overwhelming majority of industry
players operate domestically and serve a limited regional market. However, one of
the largest organizations in this industry, Wolseley Canada Inc., is the domestic
subsidiary of a large multinational based in the United Kingdom and has significant
operations across North America and Europe. Globalization is consequently
expected to rise as the company continues to capture a growing share of the
market. Moreover, many industry players source products from offshore locations.
The majority of imported products distributed in this industry are manufactured in
China, Canada, Mexico, Germany, Japan and Korea.
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Major Companies

Major Players EMCO CORPORATION

Market Share: 10.6%

Emco Corporation (Emco) was founded in 1906 as a small plumbing store in
London, ON. The company has grown to more than 270 locations and 2,500
employees that provide plumbing; heating, ventilation and air conditioning (HVAC);
refrigeration; waterworks; and industrial materials across Canada. Emco is a large
private organization with several dozen operating divisions and subsidiaries,
including its plumbing and heating distribution segment; the Ensuite, which is its
bath and kitchen showroom business; McKeough Supply, its HVAC segment; and
Niagara Plumbing Supply, which is its plumbing and heating distribution business.

Emco's industry-relevant revenue is generated through major wholesale brands
such as Noble, Don Park and Boutique Plomberie. Rona Inc. (Rona), the largest
Canadian distributor and retailer of hardware, gardening and renovation products,
sold its commercial and professional market division to Talisker Plumbing
Corporation, a subsidiary of Emco, in October 2013, for $214.0 million, which helped
lead to expansion in the company's revenue.

Its most recent purchase was a 370.0 square metre Kohler Co. (Kohler) Signature
store in Toronto in 2020. This is Emco's second Kohler Signature store location, with
the first one located in Vancouver. This partnership with Kohler enables customers
to view all the prestigious Kohler brands and get professional assistance for their
bathroom and kitchen needs from a reputable brand such as Kohler.

Financial performance

Emco is a privately held company that has never released its financial information.
Therefore, all financial figures are IBISWorld estimates. Emco has remained the
industry's dominant operator over five years to 2020. Its partnership with Kohler
helped significantly expand its share of the market during the middle of the
reporting period. Overall, Emco's industry-relevant revenue is expected to rise an
annualized 0.9% to $1.6 billion over the five years to 2020. Despite the expanding
revenue, the company's operating profit, measured as earnings before interest and
taxes, is expected to decrease an annualized 1.4% to $76.7 million during the same
period. This decrease in profit can be mainly attributed to the COVID-19
(coronavirus) pandemic and the resulting decrease in the value of nonresidential
construction.

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

($m) (% change) ($m) (% change)
2015 1488.2 N/C 82.2 N/C
2016 1461.1 -1.8 85.2 3.6
2017 1497.8 2.5 89.7 5.3
2018 1625.5 8.5 105.4 17.5
2019 1642.1 1.0 107.1 1.6
2020 1556.9 -5.2 76.7 -28.4
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Source: IBISWorld
Note: *Estimates

WOLSELEY CANADA INC.

Market Share: 5.5%

Originally founded in 1887 as a sheep shearing company, Wolseley PLC (Wolseley)
has undergone significant restructuring over the past 130 years to become the
world's leading wholesale distributor of plumbing supplies and other building
materials. Headquartered in England, Wolseley operates in over a dozen countries
primarily across North America and Europe, and maintains more than 2,100
branches globally. The company purchases construction products in bulk from
39,000 suppliers and resells these products primarily to contractors. In fiscal 2020
(year-end July), the company generated $29.4 billion in total net sales across all
regions and business units. The company's largest market is the United States,
which accounted for nearly 86.0% of total net sales. Wolseley's Canadian
operations historically generate close to 5.0% of the company's global net sales.

In fiscal 2017, Wolseley PLC changed its name to Ferguson PLC. However, it
operates domestically under the name Wolseley Canada Inc (Wolseley Canada).
Prior to 2016, the company had reported its Canada revenue as a single
geographical unit. However, since that time, it has operated with three primary
geographic segments, which include the United States, the United Kingdom and
Canada and Central Europe. On its website, the company highlights several distinct
business product lines, namely plumbing and HVAC, waterworks, industrial and fire
protection. Overall, Wolseley Canada supplies plumbing, heating, ventilation, air-
conditioning and refrigeration products to residential and commercial contractors.
In addition, it supplies pipe, valve and fitting products to oil and gas customers as
well as various water treatment systems. Wolseley Canada currently operates more
than 210 sales branches and employs close to 2,000 people across the country.

Over the five years to fiscal 2020, Wolseley has steadily expanded by acquiring a
variety of smaller competitors across Canada. For example, in 2017, it acquired
Tackaberry Heating Supplies Limited, an HVAC distributor in eastern Ontario with
several locations, and in 2018, it acquired Amre Supply Co. Ltd., a similar company
with over 50 years in business that added 12 locations to the company's total.

Financial performance

Over the five years to fiscal 2021, company revenue is expected to rise an
annualized 4.2% to $811.5 million. The company divested its HDPE pipes
distribution business in 2015, and falling commodity prices helped lead to declining
nonresidential construction spending across Canada, which had a negative effect
on the company's industrial and waterworks business segments. However, with
falling demand, the company acquired several competitors to help bring in new
revenue streams, and a series of acquisitions during the second half of the
reporting period have helped prompt strong growth in industry revenue. The
company has also grown organically. For instance, in 2018, it opened a major new
distribution centre in Montreal that helped bolster sales growth. Despite the
company's revenue growth, its operating profit, measured as earnings before
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interest and taxes, is expected to decrease an annualized 0.1% to $31.8 million over
the five years to fiscal 2021.

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

($m) (% change) ($m) (% change)
2015-16 662.0 N/C 32.0 N/C
2016-17 828.0 25.1 35.8 11.9
2017-18 1163.1 40.5 63.8 78.2
2018-19 986.2 -15.2 54.7 -14.3
2019-20 797.6 -19.1 31.7 -42.0
2020-21 811.5 1.7 31.8 0.3

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

Other Players The Plumbing, Heating and Air-Conditioning Equipment Wholesaling industry in
Canada is highly fragmented due to the wide array of products distributed.
Moreover, most wholesale industries comprise small players that serve their
respective regional markets. While major companies such as Emco Corporation
and Wolseley Canada Inc. have captured a considerable share of the market, over
one-quarter of establishments are nonemployers.

WATSCO INC.

Market Share: 2.6%

Florida-based Watsco Inc. (Watsco) is a leading North American distributor of air-
conditioning, heating and refrigeration equipment, as well as related parts and
supplies. With an estimated 603 global locations and 5,800 employees, the
company serves an estimated 250,000 contractors and technicians that deal in the
replacement and new construction markets. Watsco principally operates in the
United States but also maintains locations in Canada and Mexico. In 2019, Watsco
generated $4.8 billion in total revenue globally (latest data available).

In 2012, Watsco vastly expanded its footprint in Canada through the Carrier
Enterprise III joint venture with the UTC Canada Corporation, where Watsco received
as 60.0% controlling stake in 35 of UTC's carrier locations. Over the five years to
2020, Watsco's industry-relevant revenue has steadily increased, as the company
expanded through organic growth and acquisitions. Moreover, strong Canadian
residential renovation activity helped bolster company sales, as Watsco's heating,
ventilation and air-conditioning (HVAC) equipment is commonly sold to residential
construction and remodelling contractors. As a result, IBISWorld estimates
Watsco's industry-relevant revenue will total $383.7 million in 2020.
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Operating Conditions
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Capital Intensity The level of capital intensity is  Low

The Plumbing, Heating and Air-Conditioning
Equipment Wholesaling industry in Canada
has a low level of capital intensity. IBISWorld
estimates that for every $1.00 spent on
wages, operators in the industry allocate
$0.07 toward machinery, equipment and other
capital expenses, and this figure has remained
stable over the five years to 2020. While the
industry does rely on a variety of machinery
and equipment, the low level of capital
intensity reflects most operators' reliance on
labour, with qualified personnel being needed
for inventory management, stocking,
packaging, marketing, selling and distribution
tasks.

While some operators have invested
increasingly in computerized inventory
management and selling systems and
distribution centres, many industry operators
are small businesses and lack the financial
resources to invest significantly in such
technology. The industry's heavy reliance on
labour will likely keep capital intensity low in
the near future.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

High
Innovation
Concentration

Likely

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.

High Ease of Entry Likely

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.

Moderate
Market
Concentration

Potential

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.

Low
Rate of
Innovation

Unlikely

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

Low Rate of Entry 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 technologies entering the industry is low, which limits the
potential for innovations. A low rate does not mean that innovations cannot occur,
just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests
that industry operators have exposure to potentially unforeseen areas of innovation.

The technological factors supporting the disruptive innovation potential are
connected to an industry structure that is accommodative to new entrants. The
relative ease of entry into the industry magnifies the threat of disruption regardless
of other factors as one-off occurrences are more likely to succeed. However, the
current rate of new entrants is low, suggesting that there is a limited number of new
companies that are potential innovators within the industry.

Given that most operators in the Canadian Plumbing, Heating and
Air-Conditioning Equipment Wholesaling industry are small
enterprises that cater to local demand, success has been largely
driven by these companies' ability to maintain relationships with
buyers.

However, with the emergence of e-commerce giants, such as Amazon.com Inc.,
which are able to attract customers with lower prices, industry operators are unable
to rely on existing relationships to retain their clients. These companies have
increasingly been forced to differentiate themselves through value-added services
that create a superior customer experience and result in customer loyalty.

The level of technology change is  Low

Wholesaling industry

Within the wholesaling industry, capital improvements have
primarily focused on the introduction and upgrading of
communications and operational technology.

Over the five years to 2020, major players in the Plumbing, Heating and Air-
Conditioning Equipment Wholesaling industry in Canada have increasingly invested
in information technology solutions, including business intelligence, inventory
management, mobile applications and e-commerce systems, which automate the
ordering process, improve customer access and lower inventory carrying costs.

Some systems enable managers to track each item of inventory and its location
within a distribution network. By monitoring inventory levels, companies are able to
quickly reorder products and ensure product availability. Operators are also
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accomplishing better inventory management by employing radio-frequency
identification (RFID) tag systems. While smaller wholesalers have been slow to
adopt RFID technology, its popularity is anticipated to grow. Information technology
systems are increasingly enabling operators to monitor product sales to identify
and eliminate underperforming products. The efficiency and flexibility of
information technology systems are critical to business success and proper
inventory management.

Products

Product utility for industry products has remained largely the same
for decades.

Products in this industry are, however, constantly improved to boost sales, primarily
in response to environmental policies and energy costs. Some toilets have large
drain passages, redesigned bowls and tanks for easier wash down. Others
supplement the gravity system with water supply line pressure, compressed air or a
vacuum pump. Infrared technology has also contributed to the technological
development of automatic flush toilets.

Revenue Volatility The level of volatility is  Medium

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.

The Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry in Canada exhibits a low to moderate level of
revenue volatility.

Demand in this industry is largely influenced by cyclical fluctuations in building
activity, as downstream users require industry products as part of the construction
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process for new buildings. However, a substantial amount of industry revenue is
also generated through remodelling and home improvement markets, which are
less cyclical than construction markets, and this helps to bring down overall
volatility.

Nonetheless, sharp changes in domestic construction activity have flow-on effects
for revenue within this industry. Over the five years to 2020, the industry has been
negatively affected by a sharp decline in the value of nonresidential construction,
and significant volatility in housing starts has also increased industry volatility.
However, rising disposable income levels and homeownership rates have prompted
consistent growth in the value of expenditure on residential remodelling projects,
which is one of the largest sources of demand for industry products overall.

Regulation &
Policy

The level of regulation is  Light and is Steady

Similar to most building material wholesaling industries, the
Plumbing, Heating and Air-Conditioning Equipment Wholesaling
industry in Canada is not subject to any industry-specific regulation.

Industry operators must comply with all general laws regarding the occupational
health and safety of workers handling equipment. Companies must also transport
and store hazardous equipment in accordance with safety standards set in place by
Transport Canada and Environment Canada.

Most regulation for industry products is enforced at the manufacturing level. The
Canada Standards Association (CSA) cooperates with multiple organizations and
manufacturers to ensure the quality and environmental soundness of many industry
products. For example, the CSA collaborates with the American Society of
Mechanical Engineers and US Environmental Protection Agency to develop
standardized and specific criteria for high-efficiency showerheads. Plumbing
fixtures, pipe fittings, air conditioners and other industry products are also subject
to broad standards set by various standard-setting organizations, including the
International Organization for Standardization.

Industry
Assistance

The level of industry assistance is  Low and is Steady

The Plumbing, Heating and Air-Conditioning Equipment
Wholesaling industry in Canada does not receive any direct
assistance from the government.

The industry does, however, benefit from many associations. The Canadian Institute
of Plumbing and Heating provides representation and networking opportunities for
companies that manufacture, wholesale and sell plumbing, hydronic heating and
other related products. Moreover, the Heating, Refrigeration and Air Conditioning
Institute of Canada comprises companies that manufacture, distribute and contract
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heating, ventilation, air-conditioning and refrigeration products. Electro Federation
Canada also provides data and educational sources to industry operators.

Economic response

With the COVID-19 (coronavirus) pandemic, the Department of
Finance Canada announced a new set of economic measures to help
stabilize the economy through Canada's COVID-19 Economic
Response Plan in March 2020.

Such economic measures include emergency care benefits, tax filing extensions, a
10.0% wage subsidy for small businesses and up to a six-month payment deferral
for mortgages. These are expected to support consumers during times of
uncertainty and support operators to remain in business. Furthermore, the
Government of Canada announced the Canadian Emergency Wage Subsidy (CEWS)
in March 2020, providing up to 75.0% of remuneration to eligible applicants. In
addition, employers that are eligible for the CEWS are entitled to receive a 100.0%
refund for certain employer contributions to Employment Insurance, the Canada
Pension Plan, the Quebec Pension Plan and the Quebec Parental Insurance Plan
paid in respect of employees that are on leave with pay.

With over 95.0% of establishments employing fewer than 50 workers in 2020,
according to IBISWorld and Statistics Canada estimates, the Canada Emergency
Business Account (CEBA) provides further assistance for operators. The federal
government is guaranteeing bank loans for small businesses and has been
implemented by eligible financial institutions in cooperation with Export
Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability
Program, Business Development Bank of Canada and Export Development Canada
are providing more than $40.0 billion in loans and other forms of credit support and
enhancement at market rates to businesses with viable business models.

More recently, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a
subsidiary of Canada Development Investment Corporation (CDEV), have been
mandated to implement the Government of Canada's Large Employer Emergency
Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic
Development Canada and the Department of Finance. With CDEV and CEEFC now
being a part of Canada's COVID-19 Economic Response Plan, the LEEFF program
will provide emergency funding support for large Canadian enterprises enduring
financial challenges during the pandemic. This support is limited to businesses
generating $300.0 million or more in annual revenue and require a minimum loan
size of about $60.0 million.
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Key Statistics
Industry Data

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

Residential
renovation

expenditure
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2011 11,959 2,384 2,643 1,436 20,413 N/A N/A 1,310 N/A 45.4
2012 13,058 2,636 2,568 1,396 24,609 N/A N/A 1,491 N/A 45.9
2013 12,491 2,419 2,543 1,384 25,443 N/A N/A 1,540 N/A 46.7
2014 12,812 2,590 2,717 1,459 26,448 N/A N/A 1,579 N/A 48.4
2015 13,640 2,817 2,711 1,450 25,559 N/A N/A 1,676 N/A 49.1
2016 13,811 2,831 2,691 1,425 25,447 N/A N/A 1,726 N/A 50.6
2017 14,063 2,788 2,655 1,350 23,685 N/A N/A 1,641 N/A 52.3
2018 15,462 3,055 2,726 1,347 25,601 N/A N/A 1,718 N/A 53.0
2019 15,623 3,123 2,727 1,351 26,385 N/A N/A 1,750 N/A 53.2
2020 14,670 2,678 2,675 1,327 25,378 N/A N/A 1,675 N/A 50.4
2021 15,566 3,012 2,753 1,361 26,459 N/A N/A 1,752 N/A 52.5
2022 16,255 3,130 2,805 1,383 27,269 N/A N/A 1,811 N/A 54.3
2023 16,697 3,206 2,844 1,400 27,847 N/A N/A 1,851 N/A 55.6
2024 17,080 3,252 2,884 1,417 28,386 N/A N/A 1,889 N/A 56.9
2025 17,446 3,292 2,929 1,438 28,993 N/A N/A 1,929 N/A 58.2

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

Demand
Residential
renovation

expenditure
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)

2011 1.25 7.65 -2 -5 -2 N/A N/A 0.87 N/A 1.79
2012 9.19 10.6 -3 -3 21 N/A N/A 13.9 N/A 1.10
2013 -4.35 -8.24 -1 -1 3 N/A N/A 3.27 N/A 1.74
2014 2.57 7.06 7 5 4 N/A N/A 2.52 N/A 3.64
2015 6.45 8.77 -0 -1 -3 N/A N/A 6.11 N/A 1.44
2016 1.25 0.50 -1 -2 -0 N/A N/A 3.00 N/A 3.05
2017 1.82 -1.54 -1 -5 -7 N/A N/A -4.95 N/A 3.35
2018 9.95 9.60 3 -0 8 N/A N/A 4.73 N/A 1.33
2019 1.03 2.19 0 0 3 N/A N/A 1.82 N/A 0.37
2020 -6.11 -14.2 -2 -2 -4 N/A N/A -4.28 N/A -5.27
2021 6.10 12.4 3 3 4 N/A N/A 4.63 N/A 4.16
2022 4.42 3.94 2 2 3 N/A N/A 3.33 N/A 3.42
2023 2.71 2.42 1 1 2 N/A N/A 2.23 N/A 2.39
2024 2.29 1.41 1 1 2 N/A N/A 2.00 N/A 2.33
2025 2.14 1.25 2 1 2 N/A N/A 2.13 N/A 2.28

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

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2011 19.9 N/A N/A 586 11.0 7.72 64,165
2012 20.2 N/A N/A 531 11.4 9.58 60,600
2013 19.4 N/A N/A 491 12.3 10.0 60,535
2014 20.2 N/A N/A 484 12.3 9.73 59,706
2015 20.7 N/A N/A 534 12.3 9.43 65,558
2016 20.5 N/A N/A 543 12.5 9.46 67,823
2017 19.8 N/A N/A 594 11.7 8.92 69,263
2018 19.8 N/A N/A 604 11.1 9.39 67,115
2019 20.0 N/A N/A 592 11.2 9.68 66,310
2020 18.3 N/A N/A 578 11.4 9.49 65,994
2021 19.3 N/A N/A 588 11.3 9.61 66,231
2022 19.3 N/A N/A 596 11.1 9.72 66,405
2023 19.2 N/A N/A 600 11.1 9.79 66,481
2024 19.0 N/A N/A 602 11.1 9.84 66,529
2025 18.9 N/A N/A 602 11.1 9.90 66,530

Plumbing, Heating & Air-Conditioning Equipment Wholesaling in Canada 41612CA February 2021

42 IBISWorld.com



Additional Resources
Additional
Resources

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

Heating, Refrigeration and Air Conditioning Institute of Canada
http://www.hrai.ca

CSA Group
http://www.csagroup.org

Industry Jargon HEATING, VENTILATION AND AIR CONDITIONING (HVAC)
Equipment and technology that provides indoor or automotive environmental comfort.

HYDRONIC HEATING
A method of heating a whole home or building by using hot water, which is often heated by a

gas boiler.

RADIO-FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products from the time they leave the assembly line to the time

they leave the store by releasing continuous signals from a chip.

WHOLESALE BYPASS
A popular trend within retail and manufacturing industries whereby producers supply goods

directly to retailers, eliminating the middleman.

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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