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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:

· Some operators in the Canadian Metal Wholesaling industry are expected to qualify for a variety of government
assistance programs being offered in response to the COVID-19 (coronavirus) pandemic. For more detail, please
see the Industry Assistance chapter.

· The effect of the coronavirus pandemic on consumer spending and consumer confidence is forecast to lower
demand from a variety of downstream markets, including construction and energy. For more detail, please see the
Demand Determinants chapter.

· In 2021, strong growth in the world price of steel alongside expected growth in downstream demand is expected to
result in strong growth in industry revenue. For more detail, please see the Current Performance chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in the Metal Wholesaling industry in Canada distribute primary metals and metal products to end markets.

The majority of products distributed are ferrous, although the industry also distributes aluminum and other
nonferrous metals. Operators may also perform functions such as sawing and cleaning on a custom basis and as
part of the distribution service. The distribution of precious metals such as gold, silver and platinum is excluded from
this industry’s operations.

Major Players Russel Metals Inc.

Samuel

Main Activities The primary activities of this industry are:

Wholesaling steel products

Wholesaling stainless steel and alloys

Wholesaling aluminum and aluminum products

Wholesaling other nonferrous metals and products

Shaping and processing metals to customer specifications

The major products and services in this industry are:

Iron and steel

Aluminum

Other nonferrous metals and products
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Supply Chain

SIMILAR INDUSTRIES

Iron & Steel Manufacturing in
Canada

Electrical Equipment Wholesaling
in Canada

Recyclable Material Wholesaling
in Canada

Jewellery & Watch Wholesaling in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Metal Wholesaling in the US Coal & Ore Wholesaling in the US Metal and Mineral Wholesaling in
Australia

Metal & Metal Ore Wholesaling in
the UK

Metal and Mineral Wholesaling in
New Zealand
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Industry at a Glance
Key Statistics

$20.9bn
Revenue

Annual Growth

2016–2021

2.9%

Annual Growth

2021–2026

-0.3%

Annual Growth

2016–2026

 

$879.0m
Profit

Annual Growth

2016–2021

6.1%

  Annual Growth

2016–2021

 

4.2%
Profit Margin

Annual Growth

2016–2021

0.6pp

  Annual Growth

2016–2021

 

1,144
Businesses

Annual Growth

2016–2021

0.1%

Annual Growth

2021–2026

-0.2%

Annual Growth

2016–2026

 

25,956
Employment

Annual Growth

2016–2021

3.6%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

$1.8bn
Wages

Annual Growth

2016–2021

4.6%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

20.6%
World price of steel

2.4%
Government consumption and
investment

2.6pp
Industrial capacity utilization

-1.1%
Value of nonresidential
construction

4.2%
Value of residential construction

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Regulation & Policy
Medium / Steady   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

  Competition
High / Steady

 

Key Trends

 Growth in the world price of steel is expected to improve
industry profit

 Performance has been mixed and potential growth has been
constrained by offshoring

 Nonresidential construction has a greater level of influence
on industry growth

 Industry demand is expected to remain below historical
values

 The prices of key commodities such as oil and gas are
forecast to decline modestly

 The continued volatility of commodity prices is expected to
reduce industry participation

 Industry volatility has been influenced by the fluctuating
prices of oil and natural gas
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Government consumption and investment

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of steel
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Executive Summary Nonferrous and furious: Forecast growth in the global economy will likely
contribute to growing demand from certain markets

The Metal Wholesaling industry in Canada distributes metals and metal products to a variety of markets that use
these products as inputs in their operations. Three manufacturing subsectors comprise the bulk of demand for
metals, including machinery manufacturers, fabricated metal product manufacturers and transportation equipment
manufacturers. Demand from these segments has been mixed over the five years to 2021. During the period,
industry performance has been highly volatile in response to sharp fluctuations in the price of steel. Industry volatility
has also been influenced by the fluctuating prices of oil and natural gas, as this has knock-on effects related to
demand from the attendant manufacturing and construction markets. Changes in consumer activity related to the
COVID-19 (coronavirus) pandemic, altered demand from downstream markets and continued the trend of industry
volatility in 2020. Overall, IBISWorld estimates that industry revenue will grow an annualized 2.9% to $20.9 billion
over the five years to 2021.

Performance during the five-year period has been subject to considerable volatility in response to fluctuating steel
prices. Global steel overcapacity alongside falling demand from oil and gas markets in 2015 and 2016 led to sharp
declines in steel prices and industry revenue fell accordingly. The price environment began to change in 2017,
however, when global steel demand increased sharply. Further, tariffs placed by the United States in 2018 helped
bolster the prices of a variety of industry products on the year and industry revenue grew in excess of 10.0%. These
tariffs have since been removed and industry revenue declined 3.3% in 2019 specifically as steel prices fell as well.
In 2020, due to expectations for less downstream demand, IBISWorld expects the world price of steel to decline
further, contributing to a forecast decline in revenue of 15.0% the same year. Notably, since wholesalers can pass
most cost increases onto their customers, rising steel prices do not typically compress profit. Instead, rising prices
cause inventory to appreciate in value, boosting both profit and revenue. In 2021, strong forecast growth in the world
price of steel and improved downstream demand following the pandemic are expected to result in revenue growth of
14.2%.

Over the five years to 2026, IBISWorld estimates industry revenue will decrease an annualized 0.3% to total $20.6
billion. While manufacturing growth is forecast to be moderate, commodity prices are forecast to fall after growing
considerably in 2021. In particular, the world price of steel is forecast to fall an annualized 3.2%, which will lower the
value of industry steel inventories. However, forecast growth in the global economy is expected to fuel investment in
nonresidential construction activity and consumer spending, contributing to growth in demand from certain markets.
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Industry Performance

Key External
Drivers

Value of nonresidential construction

Metal wholesalers' products are used in the construction of commercial buildings. As a result, a rise in the value of
nonresidential construction increases demand for this industry's services. The value of nonresidential construction is
forecast to decline in 2021, posing a potential threat to this industry.

 

World price of steel

International supply and demand trends determine the world price of steel. In turn, higher steel prices can be passed
onto this industry's customers, boosting revenue and profit. Conversely, falling prices can devalue an industry
operator's inventory, forcing operators to sell products at reduced prices or at a loss. The world price of steel is
forecast to grow considerably in 2021, representing a potential opportunity for this industry.

 

Industrial capacity utilization

This industry derives the majority of its demand from industrial markets using metal products as inputs. Industrial
capacity utilization measures the extent of actual production over full potential production and is a good indicator of
demand for industry services. Industrial capacity utilization is forecast to grow in 2021.

 

Government consumption and investment

Government investment includes expenditure on infrastructure projects and subsidies for the mining and energy
sectors. These are all major markets for metal wholesalers in Canada, making government expenditure integral to
spurring demand and boosting operator revenue. Government expenditure and investment is forecast to rise in
2021.

 

Value of residential construction

Residential builders use metal wholesalers' products as inputs in their buildings. As a result, a decline in the value of
residential construction reduces demand for this industry's goods. The value of residential construction is forecast to
increase in 2021.
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Current
Performance

The Metal Wholesaling industry in Canada warehouses, processes and
distributes metal for a range of construction and manufacturing
industries.

Operators warehouse metal from production mills and process it into the shapes and forms desired by customers.
Metal processing tasks include machining, sawing, bending, shearing and edging. The industry's major customers
are machinery manufacturers, metal fabricators, transportation equipment manufacturers and residential and
commercial builders. Steel and steel-based products comprise the majority of products distributed by this industry,
although operators also distribute aluminum, copper and other nonferrous metals.

Over the five years to 2021, industry performance has been highly volatile, primarily in response to significant
fluctuations in demand and volatility in underlying steel prices. While demand from some key manufacturing markets
and residential construction grew during most of the period, falling prices of oil and natural gas resulted in slashed
activity in the energy sector, a key downstream market, which also lowered demand from related manufacturing
markets and resulted in falling nonresidential construction expenditure. Meanwhile, commodity prices have
fluctuated significantly, with the price of domestic steel being affected both by changing global demand conditions
and tariffs placed on domestic steel and aluminum goods by the United States in 2018. Industry revenue started at a
low level to begin the period as a result of global steel overcapacity and diminished demand from oil and gas
markets in 2016. Changes in consumer activity resulting from the COVID-19 (coronavirus) pandemic and the
resulting economic downturn also lowered demand for industry products from most downstream markets in 2020. In
2021, strong growth in the world price of steel and renewed demand from energy and manufacturing markets is
expected to result in 14.2% growth in revenue that year. Ultimately, industry revenue is forecast to grow after
beginning the period at a low value and due to considerable forecast growth in 2021. IBISWorld expects revenue to
increase an annualized 2.9% to $20.9 billion over the five years to 2021.

STEEL PRICES AND PROFIT

Steel products generate the majority of industry revenue, typically about
70.0% in a given year.

As a result, industry revenue is closely tied with the price of steel goods, which are subject to global supply and
demand conditions and geopolitical risk. The world price of steel has been highly volatile over the past five years
and global overproduction helped lead to a sharp drop in steel prices toward the start of the period.

Improving prices toward the middle of the period were partly in response to improved demand, but also by changing
US trade policies. In April 2017, the United States Department of Commerce began to investigate whether steel and
aluminum imports affected national security and the investigation concluded that they did. Following this, the current
administration enacted tariffs of 25.0% on steel imports and 10.0% on aluminum imports. As a result, the price of
steel across North America remained high and this helped contribute to industry revenue growth in excess of 10.0%
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in both 2017 and 2018. These tariffs were removed in May 2018 and the price of steel is forecast to decline in 2019
and 2020. Overall, the world price of steel is forecast to rise an annualized 10.4% over the five years to 2021,
though this is partially due to the low level of prices to begin the period. In 2021 alone, the world price of steel is
expected to grow 36.0% and reach the highest price since 2011. Growth in the world price of steel is expected to
improve industry profit. Profit, defined as earnings before interest and taxes, is expected to account for 4.2% of
industry revenue in 2021, up from 3.6% in 2016.

DOMESTIC DEMAND

Industry revenue is closely linked to the health of domestic manufacturing
industries as steel is a key input into the production of a wide variety of
different goods, with key buyers being machinery manufacturers,
transportation equipment manufacturers and fabricated metal product
manufacturers.

Machinery manufacturers weld or assemble metals distributed by this industry into various parts of machines, such
as agriculture equipment, industrial machines, engines and turbines, while transportation product equipment
manufacturers require steel to produce goods such as ships and automobiles. On a smaller scale, fabricated metal
product manufacturers use industry products to create a range of goods such as boilers, tanks and shipping
containers; springs, wires, screws, nuts and bolts; and coated or heat-treated products.

Demand from the majority of these key manufacturing markets was rising in the years leading up to the reporting
period. However, over the five years to 2021, performance has been mixed and potential growth has been
constrained by the offshoring of some manufacturing activity to regions with lower production costs. This trend has
harmed the industry since manufacturers source their inputs from local distributors, shifting some demand abroad.
Also, the spread of the coronavirus has shifted consumer spending activity away from a variety of manufactured
goods, resulting in a significant decline in demand for industry goods. Further, the industry has been hampered by
declining prices of natural gas and crude oil during the majority of the period. This resulted in declining capital
expenditure by oil and gas companies and lowered related infrastructure investment, slowing domestic demand for
steel.

WEAK CONSTRUCTION DEMAND

The construction sector is another important market for this industry's
products and services.

Builders use this industry's steel structural products for the construction of residential and nonresidential buildings.
These products include flat bars, beams, pipes, sheet steel, plates and custom shapes. Nonresidential construction
is particularly dependent on metal wholesaling services since the use of steel for foundations in commercial and
institutional buildings is nearly ubiquitous.

Residential construction has been volatile over the past five years. Housing starts grew for the majority of the five-
year period, although rising interest rates and high household debt levels contributed to a decline in housing starts in
2018 and 2019. However, nonresidential construction has a greater level of influence on industry growth and
demand from nonresidential construction has fallen over the past five years, to some extent in response to low oil
and natural gas prices during most of the period. Overall, the value of nonresidential construction is expected to fall
an annualized 0.9% over the five years to 2021.

Volatile demand and steel prices have created difficult operating conditions in this industry, which has helped limit
industry participation. The number of industry enterprises is expected to grow an annualized 0.1% to 1,144
companies over the five years to 2021. Also, industry wages are expected to increase an annualized 4.6% to $1.8
billion over the five years to 2021.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 23,374 3,366 1,642 1,182 25,286 N/A N/A 1,656 N/A 204
2013 19,608 2,682 1,625 1,165 23,554 N/A N/A 1,517 N/A 195
2014 22,220 2,807 1,644 1,166 25,584 N/A N/A 1,584 N/A 187
2015 19,439 2,527 1,613 1,162 22,362 N/A N/A 1,487 N/A 131
2016 18,161 2,343 1,573 1,137 21,776 N/A N/A 1,449 N/A 144
2017 20,262 2,674 1,569 1,121 23,248 N/A N/A 1,552 N/A 187
2018 22,300 3,202 1,575 1,122 24,107 N/A N/A 1,625 N/A 218
2019 21,560 2,895 1,550 1,115 25,580 N/A N/A 1,618 N/A 177
2020 18,321 2,312 1,518 1,095 23,674 N/A N/A 1,643 N/A 174
2021 20,930 2,951 1,596 1,144 25,956 N/A N/A 1,817 N/A 236
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Industry Outlook
Outlook The Metal Wholesaling industry in Canada is forecast to decline over the

five years to 2026, in response to stagnant demand and an expected
decline in the world price of steel.

While hard to anticipate, most commodity prices are forecast to decline over the next five years after a forecast jump
in prices in 2021, which should lead to lower private investment in Canada. Over the five years to 2026, the world
price of steel is forecast to decline an annualized 3.2%, which will lower the value of sales and inventory for
operators. Also, while overall downstream demand is expected to grow, it is expected to be moderate and relatively
low compared with historical figures. Overall, IBISWorld expects industry revenue to decline slightly at an annualized
rate of 0.3% to $20.6 billion over the five years to 2026.

MANUFACTURING MARKETS

Manufacturing industries are among the primary markets for metal
wholesaling services in Canada.

Over the five years to 2026, manufacturing performance from key sources of demand is forecast to rise modestly.
For example, demand from machinery manufacturing is forecast to rise at an annualized rate of 1.5% over the next
five years, while fabricated metal product manufacturing is forecast to grow at an annualized rate of 1.7% during the
same period. Meanwhile, demand from transportation equipment manufacturing is forecast to grow an annualized
3.2%.

These trends are to some extent a function of the continually changing global manufacturing landscape. Domestic
industries will continue to experience strong competition from the United States, eroding the competitive advantage
of domestic manufacturers. Meanwhile, signs of slowing growth in China and other emerging markets, which have
powered global demand in recent years, will constrain global demand growth, hindering performance from a variety
of downstream industries. Ultimately, while demand from most manufacturing markets is expected to grow over the
next five years, the level of demand is expected to remain below historical values.

CONSTRUCTION AND ENERGY MARKETS

Over the next five years, the prices of key commodities such as oil and
gas are forecast to decline modestly after strong growth in 2021.

This will likely suppress investment in infrastructure by downstream operators in energy markets, which will
ultimately lower demand for industry products. However, domestic oil currently trades at a discount to international
oil prices due to a supply glut in Canada because there is a lack of sufficient pipeline transportation to move oil
efficiently to export markets. Fixing this inefficiency would require significant expenditure on pipelines and related
infrastructure that require industry products. Additionally, the value of nonresidential construction is forecast to rise
an annualized 4.5% over the next five years, which will stimulate demand for industry products such as structural
steel, stainless steel and other alloys and products. Further, the construction of electrical infrastructure will spur
demand for copper and other metals with high conducting capacity.

PRICE AND PARTICIPATION GAINS
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The price of steel, which reflects international supply and demand trends,
has a major effect on the fortunes of industry operators.

Downward price trends are unfavourable for operators because their inventory depreciates and they pass cost
savings on to consumers to remain competitive. Despite the forecast decline in the price of steel, profit is expected
to grow slightly as a result of improved demand conditions. Industry profit, defined as earnings before interest and
taxes, is expected to account for 4.5% of industry profit, up from 4.2% in 2016. While profit is expected to grow, it will
remain susceptible to losses due to low steel prices alongside an expected decline in the world price of crude oil.

The continued volatility of commodity prices and poor outlook for industry revenue is expected to reduce industry
participation over the next five years. IBISWorld expects the number of industry enterprises to decline at an
annualized rate of 0.2% to 1,135 companies over the five years to 2026. Existing operators, especially those that are
medium to large size and have a desire to reach expanded markets, are likely to step up mergers and acquisitions,
resulting in forecast growth in the number of employees. Industry employment is expected to grow an annualized
0.1% to 26,093 workers over the five years to 2026, as operators look to increase the size of their operations to
increase market share.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
 (Index)

2021 20,930 2,951 1,596 1,144 25,956 N/A N/A 1,817 N/A 236
2022 20,579 2,974 1,581 1,134 25,674 N/A N/A 1,795 N/A 211
2023 20,479 2,998 1,576 1,131 25,692 N/A N/A 1,794 N/A 195
2024 20,482 3,008 1,576 1,131 25,826 N/A N/A 1,802 N/A 192
2025 20,544 3,013 1,579 1,133 25,967 N/A N/A 1,811 N/A 196
2026 20,616 3,019 1,582 1,135 26,093 N/A N/A 1,819 N/A 200
2027 20,101 2,932 1,569 1,127 25,680 N/A N/A 1,787 N/A 204
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s services are wholly accepted in downstream markets

The industry’s products and services are clearly segmented

The pace of structural change in the industry is slow

The Metal Wholesaling industry in Canada is in the mature phase of its life cycle. IBISWorld estimates industry value
added (IVA), which measures an industry's contribution to the overall economy, will rise at an annualized rate of
2.6% over the 10 years to 2026. Conversely, Canadian GDP is anticipated to increase at an annualized rate of 2.0%
during the same period. While the disparity in growth rates would typically be indicative of an industry in the growth
stage of the life cycle, industry maturity is reflected by other factors.

The industry's services are wholly accepted in downstream markets, with little threat of wholesale bypass. Metal
wholesalers are indispensable to numerous manufacturers that require the industry's warehousing and processing
services, in addition to its distribution service. In addition, the industry's products and services are well-established
and clearly segmented, with innovation in the industry mostly concerned with operational and organizational
efficiency. Finally, the pace of structural change in the industry is slow, with limited entry and exits and persistent
fragmentation of operators.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Tractors & Agricultural Machinery Manufacturing in
Canada

Construction Machinery Manufacturing in Canada

Commercial Building Construction in Canada

Homebuilders in Canada

2nd Tier

Car & Automobile Manufacturing in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Train, Subway & Transit Car Manufacturing in Canada

Apartment & Condominium Construction in Canada

Mining, Oil & Gas Machinery Manufacturing in Canada

Ship Building in Canada

Key Selling Industries
1st Tier

Iron & Steel Manufacturing in Canada

Aluminum Manufacturing in Canada

Nonferrous Metal Foundry Product Manufacturing in
Canada

2nd Tier

Copper, Nickel, Lead & Zinc Mining in Canada

Gold & Silver Ore Mining in Canada

Metalworking Machinery Manufacturing in Canada

Products & Services

  The Metal Wholesaling industry in Canada offers metal products for
resale, in addition to processing services for the products it sells.

These processing services include sawing, blanking, laser and flame cutting, heat treating, levelling, shearing,
slitting, waterjet cutting, grinding and pickling. Product segmentation includes revenue derived from services
performed on each product and revenue from resale.

IRON AND STEEL

Iron and steel products distributed and custom processed by this industry
include pipes, tubes, plates, bars and coils.

Together, they are expected to account for 69.5% of total industry revenue in 2021, down from 71.2% in 2016. Price
volatility has been the primary driver behind the decline in this segment over the five years to 2021.

Steel pipes and tubes are widely used in construction, particularly for plumbing applications. Also, they are
demanded by the energy sector for transporting oil. Due to tepid demand from nonresidential construction markets
and falling expenditure on oil and natural gas pipelines over the past five years in response to declining oil and gas
prices, demand for steel pipes and tubes has fallen slightly as a share of revenue over the past five years.

Steel plates are used in a variety of construction and manufacturing applications. These include flooring, machinery
parts, die forging, bolster plates, base plates, wear plates, brake dies and hammer forging. Steel bars resemble
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steel tubes, except they are solid. One of their primary applications is in the manufacturing of rebar for reinforcing
concrete and masonry structures. Steel bars are also used for repair work, machine parts, welding jobs and bracing.
These products have remained fairly stable as a share of revenue over the past five years.

Steel coils are actually flat steel products rolled over a tubular axis. The thickness of the steel sheet ranges from
less than a millimetre to more than a metre. Steel coils have a range of uses, including steel tube production,
creating teardrop pattern anti-slip surfaces for stairs or industrial floors, gas containers, automotive manufacturing,
lighting fixtures, electrical components and roof and wall elements. Steel coils are an input for a range of other
products this industry makes and a raw material offered for resale. As these products experience demand from a
variety of different downstream segments, this product has been relatively stable as a share of industry revenue
over the past five years, as falling demand from any one segment is usually counteracted by rising demand from
another segment.

Other common steel products distributed by operators include structural steel such as I-beams, angles, railway rails
and rods. These products are demanded by a variety of industries in the manufacturing, mining, infrastructure and
construction sectors.

In addition to typical iron and steel products, the industry also manufactures stainless steel and various steel alloys,
which are expected to account for more than 10.0% of total revenue in 2021. Stainless steel is a steel alloy with a
minimum 10.8% content of chromium by mass. The chromium content makes this alloy highly durable and resistant
to corrosion, rusting and staining. Its clean appearance has also made it a popular material for use in hospitals,
increasing demand from that market over the past five years.

Additionally, many other steel alloys provide strength and weight benefits over carbon steel. Alloys are generally
also better for welding. Stainless steel and other superior steel alloys are among the most expensive products
distributed by this industry.

ALUMINUM

Of the nonferrous metal distributed by this industry, aluminum is the most
popular.

Aluminum and its derivative products, including pipes, tubes and bars, are expected to account for 14.3% of industry
revenue in 2021, up from 11.9% in 2016. Aluminum is popular for its remarkably low density and its ability to
withstand corrosion. Alumina sheets come in a variety of sizes and shapes, including sheets as thin as 0.0127
centimetres (0.005 inches) in diameter. Aluminum is used extensively in the aerospace industry where low density is
a priority. As with steel, movements in the price of aluminum may shift this segment's contribution to revenue, with
high prices boosting the value of inventory and vice versa. Over the past five years, the price of aluminum has
fluctuated significantly, experiencing declines in 2016 before recovering the following year. The US Department of
Commerce placed tariffs on aluminum and steel in 2018 that raised prices of both products until the tariffs were
removed in May 2019.

OTHER NONFERROUS METALS AND PRODUCTS

Other metals and related products distributed by this industry include
copper, brass, magnesium, nickel, tin, lead and zinc.

Titanium is used extensively in the aerospace industry while magnesium is an important food additive, as is zinc.
Copper is used for electrical wires and other communication infrastructure. The products in this segment have a
wide range of uses and collectively are expected to account for 16.2% of industry revenue in 2021, down from
16.9% in 2016.

Demand
Determinants

Demand for the Canadian Metal Wholesaling industry's products hinges
primarily on activity in the manufacturing sector, but is also dependent on
construction levels and demand from the energy sector.

Over the five years to 2021, demand from the industry's larger manufacturing customers has recovered slowly, while
demand from construction has been tepid, with residential construction volatile during the reporting period while the
value of nonresidential construction has fallen. In 2020, the spread of COVID-19 (coronavirus) caused a downturn in
demand across a variety of downstream markets, fuelling a 15.0% decline in industry revenue that year. While
activity related to the oil and gas sector remains an important source of demand for industry revenue, the collapse in
oil and natural gas prices in 2015 and 2016 prompted slashed activity in the energy sector and related
manufacturing industries, which has had a negative effect on industry demand. Historically low oil and gas prices in
2020 contributed to low demand from energy markets, harming industry performance.

Demand from manufacturing
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Domestic manufacturing activity is the single most reliable indicator of this industry's sales since it is the major
market for metals and metal products. Over the past five years, manufacturing activity has mostly grown. The
sector's growth has been dampened by the increasing popularity of offshoring certain manufacturing operations
abroad to more efficient and cost competitive countries, which has lessened domestic demand. In fact, some of this
industry's main customers have increased North American manufacturing operations in Mexico and the United
States rather than Canada. Since manufacturing operations use local wholesalers, this trend has harmed industry
operators, shifting the entire supply chain abroad and circumscribing the need for industry services.

Demand from construction

Construction influences demand for steel structural components and affects sales of other product segments,
including steel bars, pipes, tubes and coils. Demand from construction has fluctuated over the past five years. The
value of residential construction grew during most of the period, in response to rising numbers of housing starts and
renovation activity in response to growing consumer confidence and per capita disposable income levels. However,
residential activity slowed during the second half of the period in response to rising interest rates and high
household debt levels. Also, the value of nonresidential construction is expected to fall, with low commodity prices
prompting aggregate private investment in such activities to fall. The coronavirus pandemic is expected to
significantly lower demand from domestic construction markets, as lower levels of consumer spending and
consumer confidence are expected to lower the value of construction markets.

Demand from energy industries

Energy industries are becoming a more important source of revenue for industry operators and major companies
often aim to acquire smaller metal wholesalers that are established in the energy sector. Industry operators benefit
from growth in renewable energy production since they often distribute products for solar roof and ground mounting
systems, while many steel products have applications in the wind energy industry. Additionally, industry revenue can
be linked to the price of oil and the amount of activity in oil and gas drilling markets, as their products are used to
make much of the equipment for the extraction and transport of these fuels. For this reason, demand from energy
markets is expected to fall considerably in 2020 as a result of changes in consumer activity related to coronavirus. In
general, transportation, tourism and freight industries are demanding significantly less oil and gas, in response to
less travel and movement among consumers. As a result, world oil and gas prices plummeted in 2020, reducing
demand from these operators for industry products.

Major Markets

  The Metal Wholesaling industry in Canada serves markets in the
manufacturing, construction and energy sectors.

  MANUFACTURING AND MINING

In 2021, manufacturing and mining industries are the largest market for
metal wholesalers, generating an expected 36.6% of industry revenue,
down from 41.2% in 2016.

This segment represents direct purchases alone, excluding indirect purchases from other wholesalers to whom this
industry sells. Manufacturers of automotive vehicles, aircraft, space vehicles and missiles, tractors and agricultural
machinery, trains and ships all use metals as production inputs. Steel is popular within nearly all manufacturing
applications while copper and aluminum are more popular within specific sectors, such as the electrical sector and
aerospace, respectively. Mining, oil and gas industries also rely on steel and other metal inputs to manufacture
machinery and conduct drilling, extraction and transport operations. While demand from a variety of manufacturing
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industries has risen over the five years to 2021, demand from mining and oil and gas extraction facilities has fallen
sharply in response to falling commodity prices.

RETAIL AND OTHER WHOLESALERS

The industry distributes the majority of its products to end markets.

Still, in 2021, an estimated 35.9% of industry revenue is generated from sales to retailers and other wholesalers, up
from 33.1% in 2016. Other companies may offer wholesalers a convenient way to reach geographically distant end
markets, although they reduce the profitability of industry operators since they take a cut of the final profit. This
market segment is expected to grow during the period, fuelled by growth in demand from retailers.

CONTRACTORS

Building and heavy construction contractors rely on steel products for the
majority of their operations.

Nonresidential construction and the erection of commercial, office and institutional buildings in particular demand
metal reinforcing bars for concrete in addition to metal pipes, tubing, rods, nonelectrical wires and other structural
products. Building contractors are expected to account for 11.6% of industry revenue in 2021, up from 11.2% in
2016. This segment is expected to grow as a result of overall growth in construction markets across Canada over
the past five years.

BUSINESSES FOR END USE

Not all businesses use steel and other metals as inputs into industrial
processes.

Businesses that use metal products for end use are estimated to account for 12.2% of industry revenue in 2021, up
from 10.9% in 2016. Demand from this segment has expanded in relation to the other segments as overall business
activity domestically has risen, while demand from other markets has fluctuated more significantly.

OTHER

Other downstream markets for industry products include farmers for use
in farm production, sales to governmental bodies and sales to household.

However, this segment comprises a small share of industry revenue, as purchases from these downstream markets
are generally rare. Overall, other markets are forecast to comprise 3.7% of industry revenue in 2021, up from 3.6%
in 2016.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

No international trade is reported for the Metal Wholesaling industry in Canada, since operators sell their products
and services within local or regional markets. Instead, international trade is reported at the producer level. However,
international trade still has a significant effect on metal wholesalers. Many customers are manufacturers that export
a significant share of their products. As a result, growth in export activity benefits metal wholesalers, so long as
production remains in Canada. Conversely, industry operators are negatively affected by offshoring trends, since
manufacturers typically turn to wholesalers located near plants and facilities. For example, a manufacturer that
offshores production from Canada to Mexico will now turn to distributors and wholesalers in Mexico, undercutting
demand for industry services.
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Business
Locations

  The location of the Canadian Metal Wholesaling industry's establishments aligns with the locations of upstream steel suppliers
and downstream buyers in the manufacturing sector. In turn, this distribution closely mirrors Canada's population, causing the
most populous provinces to house the largest shares of establishments in the industry.

Ontario

Ontario, which is the most populous province and contains the most steel mills, is expected to contain the largest share of industry
establishments at 40.4% in 2021. Additionally, Ontario has the highest concentration of the industry's major downstream buyers,
including automobile manufacturers and fabricated metal product manufacturers. Ontario is the only province, aside from Alberta,
with a high share of the country's oil and gas machinery manufacturers. The industry's two largest operators are headquartered in
Ontario and they operate many of their service centres in their home province.

Quebec

Quebec, which has the second-highest percentage of the population at 22.5%, is expected to contain the second-largest share of
industry establishments at 20.1% in 2021. Quebec is the second-greatest producer of steel, reducing upstream transportation
costs. It is a major centre for manufacturing agricultural machinery and is the country's second-largest manufacturer of
automobiles.

British Columbia and Alberta

Alberta and British Columbia are the next two most populous provinces. Downstream demand in Alberta, which accounts for an
estimated 15.6% of industry establishments in 2021, exceeds its share of the population since it contains the majority of the
country's oil reserves. As a result, its demand figure is outsized compared with its population. British Columbia is expected to
account for 15.9% of industry establishments in 2021. British Columbia and Alberta are also two of Canada's fastest-growing
regions in terms of population, aside from certain territories, where population is still small. As a result, construction demand in
these provinces has been higher than average.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration among operators in the Metal Wholesaling industry in Canada is low. The top four
industry operators are estimated to account for less than 25.0% of industry revenue in 2021. The low market share
concentration is partly due to the scale of the industry, as the majority of industry operators are smaller players that
operate on a local or regional level. In total, the industry is estimated to contain more than 1,000 operators. While
industry participation has been relatively steady in recent years, some of the industry's largest operators have
opened up new centres and acquired small competitors. Indeed, while the industry does have several large players
that operate dozens of facilities across the country, the vast majority of facilities are small. For example, more than
one-quarter of industry facilities have no employees, while almost 75.0% of facilities with workers employ fewer than
20 employees. Average industry facility size has risen over the five years to 2020, but not to a significant extent. The
scale of industry participation is also insured by the necessity of locating close to key buyers to limit transportation
costs and provide efficient service. IBISWorld expects concentration to remain low over the five years to 2026.

Key Success
Factors

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

Effective quality control:
Operators compete largely on product quality. Industry operators also frequently undergo internal and external
quality audits.

Ability to control stock on hand and maintain appropriate inventory levels:
Operators must balance the need to meet demand by keeping adequate stock with the need to run lean operations.
The latter is important due to the threat steel price drops pose to inventory value.

Proximity to key markets:
Most customers are located within a 200.0-mile radius of the metal wholesaler they use. Companies must operate
multiple locations to grow once their local market is saturated.

Access to the latest available and most efficient technology and techniques:
Operators must adopt the newest metal processing techniques and equipment for their metals services to remain
competitive.

Ability to continue paying suppliers during economic downturn:
Operators in this industry rely on a steady supply of quality metal products at affordable prices. As a result,
operators must maintain good relationships with suppliers, even during economic downturns.



Metal Wholesaling in Canada August 2021

24 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
increase over the five years to 2021, growing from 3.6% of revenue in
2016 to 4.2% in 2021. Profit trends are closely linked to the prices of
steel and the other metals used to create industry products. Over the
past five years, steel prices have been highly volatile, which can be
disastrous for an operator's bottom line. When steel prices drop
precipitously, operators' inventories are suddenly devalued. After a
price drop, sales of existing inventory must be made at lower prices.
This can have a significant effect on profitability, especially if inputs
were purchased during an earlier period of high metal costs.
Conversely, rising metal prices boost the value of inventory and reflect
periods of high demand. In 2021 alone, the world price of steel is
expected to grow 36.0%, fuelling growth in profit.

 

  Wages

Wages are expected to grow as a share of revenue during the period
and are estimated to account for 8.7% of industry revenue in 2021, up
from 8.0% in 2016. Wages account for a fairly small portion of industry
revenue compared with purchases. Although employees are necessary
for logistics throughout the wholesaling process and for custom-shaping
metals and metal products, expenditure on labour is still dwarfed by
expenditure on raw material purchases. However, labour expenses are
still the industry's second-largest individual cost.
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  Purchases

As with most wholesalers, purchases are the primary cost for operators
in this industry. Purchase costs mainly consist of buying steel, the
industry's main resale product and input in its processing operations.
The world price of steel has fluctuated significantly over the five years
to 2021. As an overall net result of these movements, purchase costs
are forecast to account for 83.3% of industry revenue in 2021, up
slightly from 83.2% in 2016.

 

  Marketing

Marketing expenses are low for this industry, accounting for an
estimated 0.1% of revenue in 2021, down from 0.2% in 2016. Most
operators have dedicated sales teams and long-term relationships with
suppliers and customers that minimizes the need for marketing
expenses.

 

  Depreciation

Depreciation charges are fairly low for this industry, accounting for an
estimated 1.3% of revenue in 2021, a figure that is expected to remain
steady during the period. Operators do not require significant capital
outlays on depreciable assets and so this expense is negligible for this
industry.

 

  Rent

Rent expenses are estimated to account for 0.5% of industry revenue
in 2021, down from 0.7% in 2016. Rent expenses are generally stable
and given the volatility in industry product prices, will rise or fall as a
share of industry revenue. Falling product prices will push rent up as a
share of revenue and vice versa.
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  Utilities

Utilities account for an estimated 0.2% of industry revenue in 2021, a
figure that is forecast to remain steady during the period. Industry
activities are not energy intensive and so utilities are a minimal
expense.

 

  Other Costs

Other significant costs include transportation expenses, administrative
expenses, insurance and a variety of other potential costs. Given the
huge share of revenue accounted for by purchases, other expenses are
minimal. IBISWorld expects other costs to account for 1.8% of industry
revenue in 2021, down from 2.7% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Metal wholesalers in Canada mainly compete with other industry
operators, but also experience competition from manufacturers with
internal distribution divisions.

Competition is based on price, turnaround time, processing capabilities, quality and range of products. Competition
is usually confined to an operator's local area since customers use wholesalers that are located near them. Most
customers buy within a 200.0-mile radius of their wholesaler.

Therefore, location is a major factor in competition and the need to be close to customer markets is a primary reason
for the industry's fragmentation. Recent consolidation within the industry has been brought on by large operators
expanding their geographic scope by acquiring operators already established in promising regional markets.
Additionally, operators located in the same region often merge to complete product lines.

Price-based competition is significant for the industry's less differentiated products, which are those that are not
processed to a high degree. The cost of an operator's metal determines the extent to which it can undercut
competitors' prices. Some operators purchase their metal from foreign producers and may benefit from favourable
exchange rates and lower prices associated with reduced regulation for labour and the environment. Since
purchases are large and heavy, however, these benefits may be offset by higher transportation costs.

Industry operators also compete on the quality of their processed metals and the range of services they offer. To
remain competitive in this area, service centres invest in computer numerical control (CNC) machines that increase
automation and processing capabilities.

Operators also compete with primary metal producers, which sell to very large customers that are able to hold
massive inventories. However, metal wholesalers offer processing services and let customers purchase smaller
quantities than mills. Therefore, primary metal producers do not capture much of the market from wholesalers.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry into the Metal Wholesaling industry in
Canada vary with the range of services an entrant plans
to offer. Barriers are lower for general line wholesalers,
which focus on distribution rather than processing. These
operators' start-up costs are reduced since their needs for
metal processing equipment are minimal. However, such
companies generate relatively low profit due to the
undifferentiated nature of their products and the lower
value of their services compared with service centres that
also process metal.

Beyond increased capital outlays, metal wholesalers that
provide a range of processing services have higher start-
up costs since they require more skilled labour. As
metalworking machinery advances, employees that
handle metals processing need greater mechanical skills
and a thorough understanding of computer numerical
control (CNC) programming. These employees demand
higher wages than typical warehouse workers.

Furthermore, start-ups are usually unable to operate with
the economies of scale of established operators. As a
result, attracting customers away from their current
wholesalers is a further barrier to entry. Start-ups do not
maximize profit until they are satisfying a significant level
of demand.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Metal Wholesaling industry in Canada exhibits a low level of globalization since international trade is not
reported for the industry. Instead, international trade is reported at the producer level. Wholesalers serve their local
or regional markets and wholesaling facilities do not serve territories that span more than one country. The prices for
many industry products are influenced by global supply and demand levels, however.

Although the industry's largest operators, such as Russel Metals Inc., have facilities across North America, only
those located in Canada and servicing local markets are reported as part of this industry. For example, beyond
Canada, major player Samuel, Son & Co. Limited also maintains operations in the United States, Australia and
China. However, these countries do not contribute to the company's industry-specific revenue.

Conversely, the largest players based in the United States, such as Reliance Steel & Aluminum Co., have multiple
service centres in Canada, which contribute to this industry's total revenue (refer to Major Companies section for
more information). IBISWorld forecasts industry globalization to remain low over the five years to 2026.
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Major Companies

Major Players Russel Metals Inc.

Market Share: 9.5%

  Russel Metals Inc. (Russel) is one of the oldest metal service centres in North America, having been established as
John Russel & Co. in 1785 by John Russel, a Scottish immigrant. Similar to its largest competitor Samuel, Son &
Co. Limited, Russel is headquartered in Mississauga, ON. The company is estimated to be the largest metals
wholesaler in Canada and also has a significant presence in the southeast and Midwest regions of the United
States. Russel employs about 3,000 people and recorded $2.7 billion in consolidated revenue in 2020, according to
its 2020 annual report (latest data available).

Russel has three primary operating segments, which include metals service centres, energy products and steel
distributors, each of which is industry relevant. Its metals service centres segment consists of 65 facilities, 49 of
which are located in Canada and these facilities carry a range of products purchased from steel producers for
distribution. The energy products segment distributes a wide variety of products primarily used by the oil and gas
sector such as oil country tubular goods, pipes, tubes and valves. Its steel distributors segment primarily sells steel
in large volumes to other steel service centres and equipment operators. The company operates across North
America and in addition to products, its centres provide services including sawing, blanking, laser and flame cutting,
levelling, shearing and waterjet cutting.

Similar to most large metal wholesalers, Russel's growth during the first half of the period was partly due to its
acquisition activity across North America. Its largest recent acquisition over the past decade was the purchase of
Apex Distribution Inc. in 2012, which helped significantly expand its revenue during the reporting period. Over the
five years to 2021, more acquisitions include Alberta Industrial Metals Ltd., which operates a service centre in Red
Deer, AB; Siemens Laserworks Inc., a market leader in laser processing with locations in Saskatchewan and
Alberta; and Western Fiberglass Pipe Sales Ltd., a distributor of fibreglass pipes within the oil and gas industry with
locations in Saskatchewan and Alberta. Notably, however, the company has closed several facilities located
domestically over the past five years.
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Financial performance

Russel generates close to 70.0% of its overall revenue in Canada. Over the five years to 2021, IBISWorld estimates
revenue from its industry-relevant operations has grown at an annualized rate of 2.2% to $2.0 billion. Revenue has
been volatile across its product segments. For example, while its metal service centres revenue has risen over the
past five years, revenue from the company's energy products segment fell during the period. The company
experienced strong growth in 2017 and 2018, primarily due to both stronger performance in the energy sector and
rising prices due to tariffs. Unfortunately, lower steel prices in both 2019 and 2020 are expected to result in losses in
revenue, with a forecast decline of 29.1% in 2020 alone. Still, the company has been able to leverage its standing as
a major player to maintain growth in its operating profit. Russel's operating profit, defined as earnings before interest
and taxes, is expected to increase at an annualized rate of 10.2%, reaching $132.7 million over the five years to
2021.

 
Russel Metals Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,781.6 N/C 81.7 N/C
2017 2,299.3 29.1 160.5 96.5
2018 2,721.0 18.3 237.9 48.2
2019 2,561.2 -5.9 166.8 -29.9
2020 1,815.8 -29.1 118.9 -28.7
2021 1,989.0 9.5 132.7 11.6

Source: Annual Report and IBISWorld
Note: *Estimates

Samuel, Son & Co. Limited

Market Share: 6.7%

  Founded in 1855 and based in Mississauga, ON, Samuel, Son & Co. Limited (Samuel), which has been family
owned for five generations, is Canada's largest metal service centre. Samuel has a significant presence in the
United States and Canada and also operates in Mexico, Australia and China. Samuel employs more than 5,000
people and generated total revenue of $3.4 billion in 2016, according to its 2016 Corporate Responsibility report
(latest data available).

Industry-relevant service centres in Canada account for 26 of the company's total facilities according to Samuel's
website and its Canada service facility's revenue was responsible for 39.0% of the company's total revenue as of
2016. Along with metal service centres, Samuel has manufacturing facilities and a trucking subsidiary that vertically
integrates its operations and offers distribution services. According to its website, the company operates through 10
groups that comprise the Samuel Group. These groups work within Samuel's manufacturing facilities and service
centres to serve general markets for steel tubes, plates and shapes, in addition to niche markets in wind energy and
solar energy. Major markets served by the company include aerospace, automotive, building and construction,
chemical processing, manufacturing, medical, transportation and water sectors.

In recent years, the company appears to have pursued a variety of acquisitions to facilitate growth. For example, in
2013, the company acquired British Columbia-based Wilkinson Steel & Metals Inc., expanding its presence in three
western Canadian provinces. This has enabled Samuel to expand its services to the mining, oil, gas and
shipbuilding industries, all of which are concentrated in the region. During the period, the company announced the
acquisition of Ontario-based Burloak Technologies Inc., which has a focus on additive manufacturing processes.
However, Samuel appears to have primarily pursued acquisitions abroad. For example, in 2014, the company
opened a new aerospace metals facility in China. In 2018, it acquired several US-based companies, including Metal
Spinners Holdings, Sierra Aluminum Company and CAID Industries Inc., all of which provide metal distribution
services.

Financial performance



Metal Wholesaling in Canada August 2021

30 IBISWorld.com

Samuel is a private company that rarely releases any insight into its financial performance. However, according to
projections based off of Canadian service centre revenue figures released for 2016, IBISWorld estimates that
Samuel's industry-relevant operations have increased at an annualized rate of 1.1% to $1.4 billion over the five
years to 2021. The company's industry-relevant revenue has been helped by growth in the world steel price in 2019
and 2020, alongside modest growth in downstream manufacturing markets during the period. The company's
operating profit, defined as earnings before interest and taxes, is also forecast to decline, falling at an annualized
rate of 2.2% to $45.8 million over the five years to 2021.

 
Samuel, Son & Co. Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,326.0 N/C 51.1 N/C
2017 1,430.2 7.9 56.5 10.6
2018 1,510.0 5.6 77.0 36.3
2019 1,483.4 -1.8 77.9 1.2
2020 1,287.1 -13.2 45.0 -42.2
2021 1,398.5 8.7 45.8 1.8

Source: IBISWorld
Note: *Estimates

Other Companies Ryerson Holding Corporation

  Market Share: 2.0%
  Ryerson Holding Corporation (Ryerson) is the second-largest metal wholesaler in the United States and the third-

largest metal wholesaler in Canada, by IBISWorld estimates. The company, which was founded in 1842 and is
headquartered in Chicago, IL, operates more than 100 facilities. The majority of facilities are in the United States but
the company also maintains distribution facilities in Canada, Mexico, China and Brazil. Ryerson recorded $4.6 billion
in consolidated revenue in 2020 according to its 2020 annual report (latest data available), an estimated 9.0% of
which pertained to Canadian operations.

Under Ryerson Canada Inc., a wholly owned subsidiary of Ryerson Holding Corporation, the company operates nine
metal wholesaling facilities and service centres. These facilities are spread across Alberta, British Columbia,
Manitoba, New Brunswick, Ontario, Quebec and Saskatchewan, servicing industrial manufacturers, construction
markets and the oil and gas sectors. IBISWorld forecasts revenue from the company's metal wholesaling operations
in Canada will total $426.9 million in 2021.

Reliance Steel & Aluminum Co.

  Market Share: 1.5%
  Founded in 1939 and headquartered in California, Reliance Steel & Aluminum Co. (Reliance) is the largest metal

wholesaler in North America, generating $11.8 billion in consolidated revenue in 2020, according to the company's
2020 annual report (latest data available). However, the vast majority of that revenue comes from US-based
operations and is therefore external to this industry. Reliance currently employs about 15,000 people across more
than 300 locations in 13 countries, with operations in Europe, North America, Oceania, Asia and the Middle East.
The company purchases a variety of metals, including carbon steel, aluminum, stainless steel and alloys from
primary producers and sells them in small quantities based on its customers' needs.

The company last reported Canadian revenue in 2016, at which time it accounted for 2.5% of total company
revenue. Overall company revenue performance has been volatile, fluctuating along with the world price of steel and
volatile downstream demand. In 2021, IBISWorld estimates that Reliance will generate $307.8 million in industry-
relevant revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Metal Wholesaling industry in Canada exhibits a low to
moderate level of capital intensity. For every $1.00 spent
on wages, industry operators are estimated to spend $0.15
on capital in 2021. Capital intensity is relatively high, given
the minor portion of revenue that operators spend on
capital equipment. This is due to the similarly small share
of revenue that goes toward wages, as is the case for most
wholesaling industries. In fact, wages are expected to
command only 8.7% of revenue in 2021, making capital
intensity relatively high despite modest expenditure, in
absolute terms, on capital equipment.

Still, within the industry, capital intensity varies depending
on an operator's focus. Operators that focus on distribution
rather than processing operate with lower capital intensity,
while specialized service centres and operators that offer a
range of services are more capital intensive. Purchases of
expensive technology such as computer numerical control
(CNC) machines or inventory management systems
account for a large share of operators' capital expenditure.
IBISWorld expects capital intensity to remain moderate
over the five years to 2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

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.

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

Medium 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.

Medium 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.

  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.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

The most relevant disruptive force in the Metal Wholesaling industry in Canada
is the improvement of 3D printing that may hinder manufacturing demand of
iron and steel products.

For instance, continued research and development in material sciences, in addition to processing manufacturing may
hinder demand from key markets, such as the automotive market. As manufacturers endure growing demand from
alternative materials, an operator in this industry must adapt with a facility's technology requirements to keep its supply
chain efficient.

The level of technology change is    Low

  The level of technological change in the Canadian Metal Wholesaling industry
is fairly low.

The technologies most crucial to industry operations are inventory management software and computer numerical control
(CNC) machines. Inventory management software tracks orders, shipments and depletion levels. It also reports customer
information and aggregates sales data. Industry operators are reliant on inventory management systems and any disruption
to these can pose a serious threat to a company's operations. More advanced inventory management systems offer a
competitive advantage since these systems can provide operators with easier access to information and can automate
many reporting and accounting tasks. Inventory management systems can also reduce turnaround times and help minimize
inventory, which shields operators from severe steel price drops. Several software operators offer software suites
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developed specifically for metal service centres.

Moreover, CNC technologies enhance the competitiveness of an industry operator by expanding its processing capabilities.
While metal wholesalers are not as specialized as most machine shops in their use of these machines, many offer services
such as flame cutting, laser cutting and waterjet cutting that rely on CNC technology. However, metal service centres are
unlikely to buy the most advanced CNC machines, which operate on a large number of axes and are therefore highly
automated. Such devices are more often used by downstream manufacturers producing high-performance products.

Revenue
Volatility

The level of volatility is    High

  The Metal Wholesaling industry in Canada has exhibited a moderate to high
level of revenue volatility over the five years to 2021.

Industry revenue is closely tied to downstream demand for metal products from a variety of industries and the price of steel
and other metals that are used to create industry products. Over the past five years, industry revenue has been volatile for
several reasons. First, the price of steel has been highly volatile, with multiple years of double-digit growth or decline during
the period. Industry revenue grew 11.6% in 2017, a year that the world price of steel increased 29.9%. The price of steel is
tied to global supply and demand conditions, particularly demand from China, which is responsible for a significant amount
of global steel demand. Steel prices are also subject to geopolitical risks. For example, in 2018, the United States
Department of Commerce initiated tariffs on Canadian steel, which were removed in May 2019. These tariffs raised prices
on industry goods across North America and industry revenue rose more than 10.0% in both 2017 and 2018. Over the five
years to 2021, industry revenue is expected to fluctuate an average of 14.8% each year.

Steel products are used in numerous downstream construction and manufacturing industries such as transportation
equipment manufacturing and also in mining and oil and gas extraction. Demand from downstream manufacturing and
construction markets has been mixed over the past five years. Declining commodity prices, particularly oil and natural gas
prices, helped lead to diminished demand from extraction markets and related manufacturing industries, which damaged
industry revenue.

Downstream demand from construction, manufacturing and extraction markets declined significantly in 2020 due to the
spread of COVID-19 (coronavirus). In 2020, consumer spending activity fell considerably and demand from downstream
markets waned, leading to a decline in the world price of steel. Ultimately, industry revenue is forecast to decline 15.0% in
2020 alone, the largest decrease in industry revenue since 2013. As long as consumer demand remains constricted due to
the coronavirus, industry revenue volatility is expected to remain at heightened levels.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Operators in the Metal Wholesaling industry in Canada must adhere to federal
and provincial environmental laws governing the discharge of pollutants into
the air and water.
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Since service centres warehouse and process (e.g. cut and shape) steel rather than produce it or manufacture end
products with it, their operations are less affected by such regulation than upstream suppliers and downstream buyers.

Additionally, industry operators must abide by occupational health and safety regulations to ensure the wellbeing of their
employees. These regulations are specific to Canada's 14 occupational health and safety jurisdictions (one federal, 10
provincial and three territorial) that have their own legislation. Industry operators are also subject to federal and provincial
laws covering wages, overtime, hiring practices and other issues pertaining to employment. Finally, certifications required to
become a metal worker vary by province. Provinces requiring certification generally mandate a four-year apprenticeship
program as well.

Industry
Assistance

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

No tariffs benefit the Metal Wholesaling industry in Canada directly, since
international trade is not reported at the wholesale level.

However, metal wholesalers are affected indirectly by tariffs on upstream and downstream products. Tariffs on upstream
products, such as steel, raise purchase costs, raising total costs and hurting the industry. Conversely, tariffs on downstream
products (such as machines and cars) protect manufacturers in key markets, boosting demand for metal wholesaling
services and benefiting the industry.

Additionally, the industry benefits from support from the Metals Service Center Institute (MSCI). The MSCI serves the
industrial metals industry and operates primarily in North America. The association collects industry data, provides
education and promotes industry advocacy.

Also, some industry operators qualified for a variety of assistance programs that were offered by the Canadian government
to help mitigate losses by businesses due to the COVID-19 (coronavirus) pandemic. For example, the Canada Emergency
Wage Subsidy covered 75.0% of an employee's wages, up to $847.00 per week, for qualified employers. Further, the
government offered a variety of loan programs, in addition to a deferral of sales taxes, in attempt to give businesses more
access to funds and reduce liquidity problems.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of steel
(Index)

2012 23,374 3,366 1,642 1,182 25,286 N/A N/A 1,656 N/A 204
2013 19,608 2,682 1,625 1,165 23,554 N/A N/A 1,517 N/A 195
2014 22,220 2,807 1,644 1,166 25,584 N/A N/A 1,584 N/A 187
2015 19,439 2,527 1,613 1,162 22,362 N/A N/A 1,487 N/A 131
2016 18,161 2,343 1,573 1,137 21,776 N/A N/A 1,449 N/A 144
2017 20,262 2,674 1,569 1,121 23,248 N/A N/A 1,552 N/A 187
2018 22,300 3,202 1,575 1,122 24,107 N/A N/A 1,625 N/A 218
2019 21,560 2,895 1,550 1,115 25,580 N/A N/A 1,618 N/A 177
2020 18,321 2,312 1,518 1,095 23,674 N/A N/A 1,643 N/A 174
2021 20,930 2,951 1,596 1,144 25,956 N/A N/A 1,817 N/A 236
2022 20,579 2,974 1,581 1,134 25,674 N/A N/A 1,795 N/A 211
2023 20,479 2,998 1,576 1,131 25,692 N/A N/A 1,794 N/A 195
2024 20,482 3,008 1,576 1,131 25,826 N/A N/A 1,802 N/A 192
2025 20,544 3,013 1,579 1,133 25,967 N/A N/A 1,811 N/A 196
2026 20,616 3,019 1,582 1,135 26,093 N/A N/A 1,819 N/A 200

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World price
of steel (%)

2012 11.9 5.56 -1.74 -1.26 18.9 N/A N/A 15.1 N/A -14.0
2013 -16.1 -20.3 -1.04 -1.44 -6.85 N/A N/A -8.40 N/A -4.56
2014 13.3 4.65 1.16 0.08 8.61 N/A N/A 4.42 N/A -3.79
2015 -12.5 -9.96 -1.89 -0.35 -12.6 N/A N/A -6.13 N/A -30.2
2016 -6.58 -7.28 -2.48 -2.16 -2.63 N/A N/A -2.57 N/A 10.2
2017 11.6 14.1 -0.26 -1.41 6.75 N/A N/A 7.08 N/A 29.9
2018 10.1 19.7 0.38 0.08 3.69 N/A N/A 4.69 N/A 16.7
2019 -3.32 -9.59 -1.59 -0.63 6.11 N/A N/A -0.44 N/A -19.0
2020 -15.0 -20.1 -2.07 -1.80 -7.46 N/A N/A 1.58 N/A -1.81
2021 14.2 27.7 5.13 4.47 9.63 N/A N/A 10.6 N/A 36.0
2022 -1.68 0.75 -0.94 -0.88 -1.09 N/A N/A -1.20 N/A -10.8
2023 -0.49 0.81 -0.32 -0.27 0.07 N/A N/A -0.05 N/A -7.55
2024 0.01 0.34 0.00 0.00 0.52 N/A N/A 0.42 N/A -1.31
2025 0.30 0.15 0.19 0.17 0.54 N/A N/A 0.49 N/A 1.84
2026 0.35 0.18 0.18 0.17 0.48 N/A N/A 0.45 N/A 2.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 14.4 N/A N/A 924 7.09 15.4 65,507
2013 13.7 N/A N/A 832 7.74 14.5 64,418
2014 12.6 N/A N/A 869 7.13 15.6 61,929
2015 13.0 N/A N/A 869 7.65 13.9 66,510
2016 12.9 N/A N/A 834 7.98 13.8 66,546
2017 13.2 N/A N/A 872 7.66 14.8 66,750
2018 14.4 N/A N/A 925 7.29 15.3 67,391
2019 13.4 N/A N/A 843 7.50 16.5 63,233
2020 12.6 N/A N/A 774 8.97 15.6 69,409
2021 14.1 N/A N/A 806 8.68 16.3 69,992
2022 14.5 N/A N/A 802 8.72 16.2 69,911
2023 14.6 N/A N/A 797 8.76 16.3 69,831
2024 14.7 N/A N/A 793 8.80 16.4 69,763
2025 14.7 N/A N/A 791 8.81 16.4 69,727
2026 14.6 N/A N/A 790 8.82 16.5 69,708

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Metal Center News
http://www.metalcenternews.com

Metals Service Center Institute
http://www.msci.org

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

Industry Jargon BLANKING
Punching a hole in sheet metal for the purpose of using the removed piece.

NONFERROUS METAL
A metal that does not contain iron.

PICKLING
Using strong acids to remove surface impurities such as rust or scale from metals.

ROLLING STOCK
Vehicles that move on a railway.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

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