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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:

• The Tool and Hardware Wholesaling industry in Canada relies on strong construction activity to generate revenue.
Nonresidential construction activity has fallen dramatically both as a result of economic uncertainty and social
distancing guidelines imposed by the government. Consequently, demand for industry products has fallen as well.
For more detail, please see the Demand Determinants chapter.

• Industry revenue, which has been growing at a more volatile rate over the past five years, is forecast to increase in
volatility as a result of the COVID-19 (coronavirus) pandemic. The industry relies on construction activity to generate
revenue and uncertainty has increased in that sector as a result of the pandemic. For more detail, please see the
Revenue Volatility chapter.

• Revenue is forecast to rebound in 2021 as a result of increased construction activity associated with low interest
rates and economic recovery. For more detail, please see the Current Performance chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry wholesales a range of hardware products including fasteners, hand tools, power tools, locks and keys,

metal knives and saw blades. Wholesalers purchase products in bulk and distribute them at competitive prices to
users in the manufacturing, construction and commercial sectors. However, this industry does not distribute motor
vehicle hand tools or machinists' precision hand tools.

Major Players Richelieu Hardware Ltd.

There are no major players in this industry

Main Activities The primary activities of this industry are:

Fasteners wholesaling

Hand and power tools wholesaling

Keys, locks and security hardware wholesaling

Metal cutlery wholesaling

The major products and services in this industry are:

Fasteners wholesaling

Hand and power tools wholesaling

Panellings, roofing, wallboards, mouldings and sidings

Other products and services
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Supply Chain

SIMILAR INDUSTRIES

Auto Parts Wholesaling in
Canada

Metal Wholesaling in Canada Construction & Forestry
Equipment Wholesaling in
Canada

Farm, Lawn & Garden Equipment
Wholesaling in Canada

Hardware Stores in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Roofing, Siding & Insulation
Wholesaling in the US

Tool & Hardware Wholesaling in
the US

Plumbing & Heating Supplies
Wholesaling in the US

Online Plumbing & Electrical Supply
Sales

Plumbing Goods Wholesaling in
Australia

Hardware Wholesaling in
Australia

Hardware, Plumbing & Heating
Equipment Wholesaling in the UK

Hardware Wholesaling in New
Zealand

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

$16.1bn
Revenue

Annual Growth

2016–2021

3.6%

Annual Growth

2021–2026

0.4%

Annual Growth

2016–2026

 

$790.4m
Profit

Annual Growth

2016–2021

0.9%

  Annual Growth

2016–2021

 

4.9%
Profit Margin

Annual Growth

2016–2021

-0.7pp

  Annual Growth

2016–2021

 

1,214
Businesses

Annual Growth

2016–2021

-1.1%

Annual Growth

2021–2026

-0.7%

Annual Growth

2016–2026

 

21,425
Employment

Annual Growth

2016–2021

0.6%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

$1.3bn
Wages

Annual Growth

2016–2021

1.0%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-0.5%
Demand from manufacturing

2.7%
Government consumption and
investment

1.4pp
Industrial capacity utilization

6.4%
Housing starts

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Barriers to Entry
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 Construction markets, a key source of demand, have been
more volatile in recent years

 Rising domestic sales of imports have helped lead to rising
industry profit

 The industry's largest operators have sought to expand their
market share

 Rising commodity prices should result in increased
commercial and business activity

 Overall demand from manufacturing is forecast to rise

 Increasing demand will likely lead to continued demand for
workers

 The industry has experienced strong competition from
imports
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Products & Services Segmentation

 
Major Players 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

  High Competition

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Demand from manufacturing

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Housing starts
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Executive Summary Locked down: Rising government spending will likely result in improving
nonresidential construction

The Tool and Hardware Wholesaling industry in Canada distributes fasteners, hand tools, power tools and other
related products. Wholesalers purchase products from upstream manufacturers in bulk and distribute them to
customers in the manufacturing, construction and retail sectors. By definition, the industry does not sell directly to
households, although consumers will buy industry products from retailers for use in home renovation projects.
Industry performance is a function of domestic manufacturing and construction output, although some operators
close to the border sell to markets in the United States as well. The industry has benefited from growth in residential
construction markets across North America and steady growth in manufacturing activity, though the outbreak of
COVID-19 (coronavirus) temporarily these strong economic conditions. As a result, industry revenue has expanded
an annualized 3.6% to $16.1 billion over the five years to 2021. Revenue is forecast to increase 10.0% in 2021
alone as housing starts, an important market, explode amid low interest rates driving economic recovery.

The industry depends on demand for tools and hardware in major downstream markets. Wholesalers are an
intermediate part of the supply chain that adds value from manufacturer to end user. However, downstream
markets, including hardware retail stores, may attempt to contain purchase costs by buying directly from
manufacturers. While the domestic Hardware Manufacturing industry has grown in recent years, it has also
experienced strong competition from imports. As these imports are generally produced by foreign manufacturers
with a minimal domestic presence, they are distributed through domestic wholesalers. As a result, import penetration
at the manufacturing level has helped industry performance. Further, as many imports are less expensive than
domestic options, this has also benefited industry profit.

IBISWorld expects the industry to experience slowed growth over the five years to 2026. Economic growth is
expected to slow during the second half of the period as the economy is expected to normalize. Rising government
spending and improving commodity markets should result in improving nonresidential construction figures, while
housing starts are expected to cool, particularly after 2021. Overall, industry revenue is expected to grow an
annualized 0.4% to $16.4 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Industrial capacity utilization

Industrial capacity utilization calculates the ratio of actual industrial output to potential full capacity industrial output.
Hence, it is a good measure of the level of manufacturing activity in the economy, which drives demand for fasteners
and other hardware. Industrial capacity utilization is expected to increase in 2021, albeit slower than other drivers,
posing a potential threat to the industry.

 

Housing starts

The construction of new housing units, including both single-family houses and multifamily apartments, is a key
source of demand for industry products. Contractors and homeowners, the main end users of hardware products,
need various tools for installing electricity lines, tiles, flooring, roofing and concrete. Housing starts are expected to
increase in 2021, representing a potential opportunity for the industry.

 

Government consumption and investment

The government represents a relatively small direct market for industry services. More significantly, government
spending can indirectly boost demand for hardware by invigorating downstream manufacturing and natural resource
industries. Government expenditure is expected to increase in 2021.

 

Demand from manufacturing

The Tool and Hardware Wholesaling industry in Canada is dependent on the manufacturing sector in Canada, as
domestic manufacturers rely on tools, equipment and supplies distributed by industry operators. Consequently, a
weakening Canadian manufacturing market dampens demand for wholesale services. Demand from manufacturing
is expected to grow in 2021.
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Current
Performance

Operators in the Tool and Hardware Wholesaling industry in Canada
distribute a range of products including fasteners, hand and power tools,
metal cutlery and keys, locks and other security hardware.

While the direct purchasers of most industry products are retailers or other wholesalers, key downstream buying
industries also include manufacturers and construction contractors. Further, by definition, the industry does not sell
directly to households. However, households are major end users of hardware, purchasing it from retailers for use in
home improvement and remodelling.

Industry revenue has expanded over the five years to 2021, as the industry performed well through much of the
period. This was likely due to strong demand from households performing renovation projects and growth during the
first half of the reporting period in domestic residential construction markets. In addition, some operators sell to
customers in the United States, with the country's strong construction markets contributing to sales growth. This
trend began to shift in 2019 and in 2020, as the COVID-19 (coronavirus) pandemic drastically reduced economic
activity. However, housing markets were insulated from this amid low interest rates, a trend that is expected to
continue over 2021, resulting in a forecast revenue increase of 10.0% in 2021 alone. Overall, IBISWorld estimates
industry revenue will climb an annualized 3.6% to $16.1 billion over the five years to 2021.

MAJOR MARKETS

Manufacturers are key buyers of products distributed by this industry,
generating nearly 15.0% of industry revenue in 2021.

Fasteners are particularly important for assembling machines in a piecemeal fashion and for providing flexibility to
the manufacture and repair of equipment. Numerous manufacturers also require battery and electric-powered tools
for their operations, including power drills, circular saws, nut drivers and auto hammers. Manufacturers have
experienced slow, but steady growth prior to the pandemic and are not expected to return to pre-pandemic levels
until 2023.

Construction markets, another key source of demand for tools and hardware, have been much more volatile in
recent years. Residential construction activities are especially pertinent to this industry. Saw blades, power drills,
fasteners and other tools are used to install and renovate flooring, walls, roofs and other structures in residential
units. Housing starts have expanded an annualized 6.4% over the five years to 2021, despite a decline through the
middle of the period. An improving economy and rising disposable income levels for most of the five-year period
have also bolstered home renovation projects, with residential renovation expenditure rising an annualized 0.7%
over the five years to 2021, bolstering demand from households for industry products.

Nonresidential construction activity, however, has been very weak during the five-year period. Nonresidential
construction numbers were strong in the years leading up to the reporting period. This is likely due to high levels of
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corporate profit, low interest rates and other indicators that encouraged construction projects. This in turn tanked
commodity prices in 2015 and 2016 and put downward pressure on demand from a variety of industries, resulting in
declines in nonresidential construction. Although conditions began to recover in 2017, conditions have since
remained weak. Overall, the value of nonresidential construction is forecast to decline an annualized 1.2% over the
five years to 2021.

Further, while international trade is not tracked at the wholesale level, operators do sell goods across the border.
Construction markets in the United States have experienced similar trends to domestic markets and housing starts
in the United States have risen an annualized 6.1% over the five years to 2021.

EXTERNAL COMPETITION AND OPPORTUNITIES

Wholesalers act as intermediaries between manufacturers and markets.

They purchase products from manufacturers in bulk before distributing them at competitive prices to end markets or
to retailers for resale. Subsequently, the value added by wholesaling to the supply chain is tangible yet relatively
low, being restricted to warehousing, inventory management and customized product provision. If manufacturers
can provide these services directly and inexpensively to markets, then wholesalers may be bypassed altogether.
Even so, wholesalers often maintain the upper hand when market orders are time sensitive or small.

However, while the industry does experience external competition from manufacturers, several factors help to
mitigate this. First, although the domestic Hardware Manufacturing industry (IBISWorld report 33251CA) has grown
over the past five years, it suffers from significant import competition. Imports of tools have risen over the past five
years and imports account for the majority of domestic demand for such products. Many foreign hardware
manufacturers do not have a significant presence domestically. As a result, those goods naturally are sold through
domestic wholesalers, so rising import penetration at the manufacturing level has been beneficial for industry
performance. Further, rising domestic sales of imports, often of less expensive foreign products, alongside strong
demand conditions, have helped lead to a rising industry profit margin. Profit, measured as earnings before interest
and taxes, is estimated to account for 4.9% of revenue in 2021.

FRAGMENTED INDUSTRY

Wholesaling establishments are typically located within a narrow
geographic region.

This ensures on-time delivery, lowers transportation costs and enables wholesalers to forge networks with contacts
in these markets. However, the industry has been steadily consolidating over the past five years as operators have
sought to boost profit in a highly competitive environment. This has prompted the exit of some operators with
flagging performance, while the industry's largest operators have also sought to expand their market share through
targeted acquisitions of other companies. For example, Richelieu Hardware Ltd., one of the industry's largest
operators, has acquired over a dozen companies across North America in recent years. Overall, the number of
industry enterprises has decreased an annualized 1.1% to 1,214 operators over the five years to 2021. However,
industry employment has grown as revenue has expanded. This caused total wages to increase an annualized 1.0%
to $1.3 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)
Housing Starts

(Thousands)
2012 12,786 2,030 2,025 1,416 22,516 N/A N/A 1,278 N/A 214,827
2013 12,095 2,136 1,899 1,358 25,966 N/A N/A 1,439 N/A 187,923
2014 12,971 2,197 1,972 1,329 25,592 N/A N/A 1,437 N/A 189,329
2015 13,448 2,190 1,911 1,302 23,541 N/A N/A 1,406 N/A 195,535
2016 13,512 2,098 1,887 1,280 20,780 N/A N/A 1,233 N/A 197,915
2017 14,832 2,255 1,874 1,276 20,497 N/A N/A 1,278 N/A 219,763
2018 16,385 2,375 1,877 1,260 21,702 N/A N/A 1,313 N/A 212,843
2019 15,168 2,055 1,825 1,246 20,893 N/A N/A 1,256 N/A 208,685
2020 14,657 1,780 1,792 1,230 20,365 N/A N/A 1,222 N/A 217,880
2021 16,130 2,218 1,777 1,214 21,425 N/A N/A 1,297 N/A 270,000
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Industry Outlook
Outlook The Tool and Hardware Wholesaling industry in Canada is likely to

continue growing, albeit more slowly, over the five years to 2026 as the
economic recovery from the COVID-19 (coronavirus) pandemic slows and
residential construction markets wane amid climbing interest rates.

However, consumer spending and spending on renovation projects are forecast to grow more quickly relative to the
five years to 2021. Despite this, continued volatility in some key downstream markets will likely constrain potential
growth, as will high household debt levels.

Meanwhile, rising commodity prices and other positive indicators should result in increased commercial and
business activity, while nonresidential construction is also forecast to rebound over the next five years. Housing
starts both domestically and in the United States are forecast to fall, constraining growth. Overall, IBISWorld expects
industry revenue to grow an annualized 0.4% to $16.4 billion over the five years to 2026.

MAJOR MARKET DYNAMICS

In the coming years, tool and hardware wholesalers are expected to make
more sales to construction contractors and, via retailer intermediaries, to
do-it-yourself homeowners.

While housing starts are expected to shrink, residential renovation expenditure is expected to rise an annualized
2.0% over the five years to 2026. Rising residential remodelling activity will prompt demand for fasteners, hand tools
and power tools for installing new and improved tiles, flooring, roofing and other structures.

Additionally, nonresidential construction markets are forecast to rise an annualized 4.0% over the five years to 2026.
This anticipated growth is due to a confluence of multiple factors. For example, rising government expenditure over
the next five years should lead to growth in nonresidential construction and other infrastructure developments that
will require industry goods. Further, the prices of various commodities, such as copper, nickel and gold, are forecast
to rise over the next five years, which should result in improving fortunes for a variety of related industries and a
subsequent increase in investment in nonresidential assets. While this growth is strong, it is also starting from a low
base, as the value of nonresidential construction is forecast to shrink 6.8% in 2020 and 2.9% in 2021 amid the
coronavirus pandemic.

Canada's manufacturing sector is expected to continue to experience slow growth over the next five years. Rising
import penetration in a variety of sectors will likely continue to constrain potential growth, although an improving
economy overall will benefit the manufacturing sector to some extent. Overall demand from manufacturing is
forecast to rise an annualized 1.4% over the five years to 2026, although this growth rate is weaker than that of the
previous reporting period. This will boost demand for metal fastenings and a variety of other industry goods used in
manufacturing processes.

COMPETITION AND CONSOLIDATION

Competition in this industry is likely to remain high, with both wholesalers
and manufacturers competing for the provision of hardware to a saturated
and barely growing market.
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In light of such pressures, the industry is expected to consolidate further, with fewer companies controlling a greater
share of revenue. Less profitable operators will likely continue to exit the industry, while larger and more profitable
companies seek expansion into new markets through the acquisition of key competitors, outweighing new entrants
into the industry as the economy rebounds from the coronavirus pandemic. Overall, IBISWorld expects the number
of hardware wholesalers to decrease an annualized 0.7% to 1,174 operators over the five years to 2026.
Additionally, rising demand will likely lead to continued demand for workers, with industry wages forecast to stagnate
at $1.3 billion over the five years to 2026 as automation offsets any increase in demand. New employment will be
concentrated in the medium- to large-size wholesaling facilities that are expanding their presence in key
construction, private enterprise and natural resource markets.

Although many companies are expected to consolidate over the next five years, the industry is likely to remain highly
fragmented with low market share concentration, as the majority of industry operators will continue to operate on a
local level. The top four operators are expected to still generate below 20.0% industry revenue in 2026. However,
the effects of increasing consolidation should outweigh a decline in the pace of revenue growth. While price
competition will likely constrain potential profit growth, the industry profit margin is forecast to remain stable over the
next five years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing Starts

 (Thousands)
2021 16,130 2,218 1,777 1,214 21,425 N/A N/A 1,297 N/A 270,000
2022 15,750 2,168 1,745 1,192 20,945 N/A N/A 1,268 N/A 227,000
2023 15,834 2,176 1,735 1,185 20,925 N/A N/A 1,268 N/A 221,000
2024 16,039 2,201 1,731 1,182 21,086 N/A N/A 1,279 N/A 223,000
2025 16,233 2,227 1,728 1,178 21,251 N/A N/A 1,291 N/A 225,000
2026 16,416 2,250 1,724 1,174 21,373 N/A N/A 1,299 N/A 227,000
2027 16,616 2,276 1,724 1,173 21,544 N/A N/A 1,311 N/A 229,000
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s markets are saturated

The industry is enduring rising competition

There is a low level of technological change in the industry

The Tool and Hardware Wholesaling industry in Canada is in the mature stage of its life cycle. IBISWorld expects
industry value added (IVA), which measures an industry's contribution to the overall economy, to increase an
annualized 0.7% over the 10 years to 2026. By contrast, Canada's GDP is expected to grow an annualized 1.9%
during the same period. When IVA growth slower than GDP growth, it indicates a declining industry. However, such
rapid growth is primarily due to a strong recovery within the housing sector early during the period.

Other factors are indicative of industry maturity. For example, the industry features a low level of technological
change. Wholesaling services, albeit accepted by downstream markets, are still contested by external competitors,
including hardware manufacturers, selling directly to retailers and other end markets. In response to such pressures,
operators are becoming increasingly price competitive, seeking ways to cut costs and improve the efficiency of
inventory management.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Hardware Stores in Canada

Home Improvement Stores in Canada

Construction In Canada

Manufacturing In Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Screw, Nut & Bolt Manufacturing in Canada

Hardware Manufacturing in Canada

Hand Tool & Cutlery Manufacturing in Canada

2nd Tier

Nonferrous Metal Rolling & Alloying in Canada

Ferrous Metal Foundry Products in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Products & Services

  The Tool and Hardware Wholesaling industry in Canada distributes
primarily metallic products, falling into broad categories such as
fasteners, hand and power tools and security hardware.

Additionally, hardware products comprise a broad range of fixtures, fittings and equipment. The following service
segments include revenue generated from the distribution of these products to end markets and to other retailers
and wholesalers for resale.

FASTENERS WHOLESALING

Fasteners are hardware devices that mechanically affix two or more
objects together, including screws, nuts, bolts and rivets.

Also included in this segment are sales of nails, iron and stilling wiring and wiring products. IBISWorld expects the
wholesale of fasteners to generate 17.3% of revenue in 2021. Fasteners are central to most manufacturing
operations since they enable producers to create machines in small component parts which are then assembled via
nuts, screws and bolts, as opposed to in one large body. Fasteners are also used for home repair projects and tiling,
roofing and other construction projects. This segment has fallen as a share of revenue over the past five years as
costs of other segments, including wood, have increased.

HAND AND POWER TOOLS WHOLESALING

The wholesale of hand tools, such as screwdrivers, as well as power
tools, such as drills, is expected to account for 39.2% of industry revenue
in 2021.

Operators usually wholesale these products to retailers that then sell them to industrial buyers and, less often, to
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households. Power tools are tools actuated by a mechanism besides manual labour, such as batteries or electricity,
and are becoming increasingly technologically advanced, safe and user friendly. Tools have grown as a segment of
revenue over the past five years as technological developments in power tools develop.

PANELLINGS, ROOFINGS, WALLBOARDS, MOULDINGS AND SIDINGS

This category includes wood veneers and sidings, gypsum wallboard,
particleboard, fibreboard, wafer board, structural wood, decorative wood
and composite products, including mouldings and sidings.

Also included in this segment are roofing and non-wood siding and insulation products. Overall, this segment is
expected to account for 37.4% of industry revenue in 2021 and have increased sharply as a shortage of wood
brought on by the COVID-19 (coronavirus) pandemic drastically increased prices. These products are typically used
in residential and commercial construction.

OTHER PRODUCTS AND SERVICES

The remainder of industry revenue comes from the wholesale of
miscellaneous hardware products to industrial users, retailers and other
wholesalers.

Miscellaneous hardware includes staples, stacks, paint and paint supplies, wallpaper and general-purpose industrial
equipment. Additionally, this segment includes simple security hardware including keys and locks as well as
housewares such as cutlery, flatware and containers. Other products and services are expected to account for 6.1%
of industry revenue in 2021.

Demand
Determinants

Demand for services provided by the Tool and Hardware Wholesaling
industry in Canada depends on two factors, which include the level of
activity in downstream markets and the extent to which these markets
purchase inputs from wholesalers as opposed to manufacturers.

The latter refers to the degree to which markets realize wholesalers as a necessary part of the supply chain.

The level of activity in downstream markets

Manufacturing and construction markets are major end users of hardware products. Higher industrial capacity
utilization and greater residential and nonresidential construction spur demand for fasteners, power drills and other
hardware. Numerous businesses also demand hardware for end use, making the general level of investment and
interest rates in the economy relevant to demand for industry services. Lower interest rates typically spur expansion
of commercial spaces, such as hotels, restaurants and office spaces.

Households are another significant end user of hardware and tools, used in renovation projects and do-it-yourself
construction. This makes movements in disposable income and consumer confidence relevant to generating
demand for industry services. The effect of disposable income on demand for hardware is mixed, although falling
income may discourage the purchase of new homes, it may also encourage renovation or less expensive
investment in existing homes as an alternative.

As a result of shrinking activity in downstream markets, particularly construction and retail, as a result of the
COVID-19 (coronavirus) pandemic, demand for industry products is expected to decline. While many retailers of
industry products, including home improvement stores, are open, sales are slowing as economic uncertainty
increases and consumers are less willing to purchase nonessential supplies. Additionally, construction projects have
slowed considerably, further reducing demand for hardware products.
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Major Markets

  RETAILERS

The Tool and Hardware Wholesaling industry in Canada services a broad
range of market segments, the largest of these being retailers.

IBISWorld estimates that sales to the retail segment will account for 42.9% of revenue in 2021. Mass merchandisers
represent the most significant submarket within retailers and consist of companies such as the Home Depot Inc. and
Lowe's Companies Inc. and cooperatives such as Home Hardware Stores Limited. Meanwhile, product demand
from small independent retailers has declined as they struggle to keep up with the dominant larger stores. Still,
independent retailers are important to the industry because mass merchandisers are becoming increasingly inclined
to purchase directly from manufacturers. This trend is expected to cause this segment to shrink as a share of
revenue over the next five years.

OTHER WHOLESALERS

Other wholesalers are the second-largest direct purchasers of tool and
hardware products and represent inter-industry purchases.

One wholesaler may purchase tools and hardware from another, instead of from a manufacturer, before reselling it
to retailers and industrial users. Purchases from other wholesalers are expected to account for 20.0% of revenue in
2021. Still, the general decline in the number of wholesalers in Canada will reduce revenue from this inter-industry
market over the next five years.

MANUFACTURING

Manufacturers represent an estimated 11.8% of industry revenue in 2021.

Manufacturers of both light equipment, such as household appliances, as well as heavy equipment, such as
construction equipment, require a variety of hardware and tools. The most important types of hardware include
fasteners, since these enable manufacturers to produce the equipment in small parts and then assemble them, as
well as power tools such as drills. The contribution of manufacturing industries to revenue has fallen over the five
years to 2021.

CONSTRUCTION

Construction is expected to generate 10.1% of industry revenue in 2021.

This segment includes construction contractors, which may purchase hardware directly from wholesalers or
indirectly via retailers, as well as households that purchase hardware exclusively via retailers. Construction
contractors demand a range of simple hardware tools, including fasteners, hand tools and power tools, for flooring,
tiling, roofing and other operations. Industry products are required for new construction and renovation projects,
which often involve retiling, reroofing and other operations using hardware. Similarly, households and other
consumers, to whom the industry does not sell, constitute an important end market for hardware, which they
purchase at home improvement and hardware retail shops. This subsegment includes do-it-yourself homeowners
undertaking their own renovation projects. This segment is expected to grow over the next five years as the value of
nonresidential construction rebounds amid a recovering economy from the COVID-19 (coronavirus) pandemic.
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OTHER

Other markets for hardware wholesaling services include businesses,
repair shops and government bodies demanding hardware for end use.

Products demanded include fasteners, simple hand tools and cutlery. Although these markets have historically
purchased hardware from retailers, they are increasingly turning to wholesale purchases to avoid the price mark-up
imposed by retailers. Together, these non-household end users of hardware comprise a small, yet growing market
segment for industry operators and are expected to generate 15.2% of revenue in 2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Tool and Hardware Wholesaling industry in Canada does not engage in international trade. The industry's
services are localized, with most wholesalers operating within a narrow radius of key markets. Locating in proximity
to customers is key for containing transportation costs and ensuring efficient and timely delivery. Meanwhile, the
import and export of hardware tools is accounted for at the upstream manufacturing level.

Business
Locations

  The Tool and Hardware Wholesaling industry in Canada is fragmented, with different operators across the country serving mostly
local or regional markets. Due to demand linkages with general industrial production and with construction and commercial
businesses, the spread of operators largely mirrors the spread of the Canadian population. Areas of high population concentration
warrant general economic activity, including commercial, industrial and residential construction, making them ideal for tool and
hardware wholesalers servicing those markets.

Consequently, Ontario houses more establishments than any other province, accounting for 41.0% of industry establishments in
2021. This corresponds closely to its share of the Canadian population. Quebec, the second-most populous province, follows,
accounting for 23.6% of industry establishments. Together, Ontario and Quebec are home to over 60.0% of the Canadian
population and are the country's centres of manufacturing and construction.

British Columbia and Alberta are the third- and fourth-most populous Canadian provinces. Respectively, they house 13.0% and
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12.3% of the country's tool and hardware wholesalers in 2021. These provinces are also national centres for the forestry and
mining industries, which generate significant demand for hand tools, saw blades and power drills. All other provinces, with small
and dispersed populations, negligible industrial production and modest commercial and construction activity, house a very small
number of industry establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Tool and Hardware Wholesaling industry in Canada exhibits a low level of market share concentration.
IBISWorld estimates that the top four companies combined generate less than 15.0% of industry revenue.
Additionally, only one company is expected to generate more than 5.0% of industry revenue in 2021. Even so, some
moderately sized regional players have grown in market share over the past five years through organic growth and
acquisitions. For example, Richelieu Hardware Ltd. (Richelieu) has acquired almost over a dozen companies in
recent years to expand its presence. Low concentration is due to the fragmented nature of wholesaling operations.
Establishments must remain in proximity to key markets to ensure rapid delivery, low transportation costs and
effective aftermarket service. In turn, key markets, primarily related to the manufacturing and construction sectors,
are geographically dispersed across the country. Consequently, the majority of companies remain small to medium
in size in addition to being localized to service markets in a given city and its surrounding areas. The vast majority of
industry operators are small companies, with 24.4% of industry establishments being nonemploying sole proprietors
and almost 90.0% of establishments having fewer than 20 employees. The share of facilities with between one and
four employees has actually risen over the five years to 2021, indicating that for the most part companies do not
appear to be getting larger. The importance of local delivery also limits the economies of scale available to operators
in the wholesaling sector. Spreading operations across the country necessitates opening up different and dispersed
facilities; this multiplies the fixed cost of running the business instead of consolidating it. As a result, most expansion
over the past five years has occurred via mergers and acquisitions, which limits new capital expenditure. Still,
acquisitions remain limited and IBISWorld expects the industry to remain fragmented and with low concentration
over the five years to 2026. Concentration is expected to temporarily grow amid the COVID-19 (coronavirus)
pandemic. Larger companies, including Richelieu, have a more diverse customer and supplier base, which served to
mute any economic fallout from the pandemic. While this was partially fuelled by acquisitions, Richelieu grew
strongly over fiscal 2020 (year-end November), despite the pandemic.

Key Success
Factors

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

Having a good reputation:
Strong relationships with professional contractors, home improvement centres, big-box retailers and other markets is
necessary for success in this industry.

Proximity to key markets:
Wholesalers must locate in proximity to key markets to ensure timely delivery, low transportation costs and efficient
aftermarket service.

Ability to control stock on hand:
Wholesalers must have sufficient stock on hand without having an oversupply of material.

Guaranteed supply of key inputs:
Access to, or contracts with, reliable manufacturers and importers of hardware is critical for building inventory and
meeting customer orders.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before income and taxes, is expected to
account for 4.9% of revenue in 2021, falling from 5.6% in 2016. Profit
was high during the first half of the period in response to strong growth
in demand. Consolidation within the industry has enabled large
operators to benefit from economies of scale, helping boost margin.
However, competitive pricing, external competition from direct-sale
manufacturers and weak construction markets over 2019 and 2020,
partially stemming from the COVID-19 (coronavirus) pandemic, cut into
profit. The industry started to recover over 2021 and profit is expected
to remain level over the next five years.

 

  Wages

Wages account for an estimated 8.0% of revenue in 2021. The industry
depends on its workforce for a variety of operations, including forging
relationships with upstream suppliers and downstream markets,
managing the inventory, transporting the material and offering
aftermarket services. However, wages have fallen as a share of
revenue over the past five years as operators have invested in
inventory management systems and sales have increasingly been
conducted online. As a result, employment has fallen faster than
industry participation, with companies growing becoming smaller in
size.
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  Purchases

Purchases account for the largest share of revenue, at 76.4% in 2021.
This cost category includes the purchase of all the material
redistributed through wholesale, such as fasteners, power tools and
cutlery, from upstream manufacturers. Wholesalers often purchase
these products externally, from independent manufacturers, although a
few of the largest wholesalers may purchase them internally via
vertically integrated supply divisions. Purchase costs are expected to
remain high over the five years to 2026 and to continue to account for
the majority of industry expenses.

 

  Marketing

Marketing costs are modest, accounting for 0.7% of revenue in 2021.
Operators market themselves from an established reputation for
effective service and high-quality products, with little reliance on an
official advertisement.

 

  Depreciation

Depreciation is expected to account for 0.8% of industry revenue in
2021. Depreciation reflects expenditure on fixed capital. Since this
industry is not heavily reliant on fixed capital, except for vehicles,
depreciation costs are low.

 

  Rent

Rent costs are estimated to account for 1.9% of revenue in 2021, as
operators must invest heavily in warehouses to maintain inventory.
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  Utilities

Utility expenses are minimal, as industry operations do not require
significant energy usage. Utilities are expected to account for 0.6% of
revenue in 2021.

 

  Other Costs

Other costs for this industry include transportation fees to get products
to clients, as well as insurance and expenditure on various professional
services such as accounting. Other costs are anticipated to account for
6.7% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Tool and Hardware Wholesaling industry in Canada exhibits a high
level of competition.

To be competitive, operators must first establish the ability to meet customer requirements on time and efficiently.
This is especially important in industrial markets such as manufacturing and construction, where input delays are
detrimental to the progress of the project. In such markets, the quality of hardware used is also of high importance,
especially in respect to fasteners used to assemble high-technology machines and equipment.

Given an established ability to offer effective and timely service, the industry becomes principally price competitive.
Since industry products are relatively homogeneous, competitive pricing is used to attract new buyers and maintain
loyalty with existing ones. Operators regularly publish catalogues detailing services at discounted prices; price-
based competition is the primary means of differentiation among the majority of operators.

However, direct competition between wholesalers is mitigated by their geographic dispersal. This means that most
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companies operate within a given local base and are shielded from competition in other regions. Also, wholesalers
often enter into exclusive distribution arrangements with upstream manufacturers. This limits the supply available to
competitors and gives the operator an advantage without having to resort to aggressive price wars.

EXTERNAL COMPETITION

Price-based competition is intensified by the external competitive threats
that the industry is enduring.

An industrial or commercial user of hardware may decide to purchase the products from manufacturers, directly and
without recourse to a wholesaler. The same applies to retailers, such as home improvement stores, seeking to boost
their profit by minimizing the profit cut taken by other middlemen, such as wholesalers. External competition is often
fiercer than an internal competition. It is warded off so long as wholesalers can justify their presence in the supply
chain by enabling manufacturers to continue to produce in bulk while permitting more piecemeal and customized
product distribution to customers.

Due to supply shortages, competition is expected to temporarily increase amid the COVID-19 (coronavirus)
pandemic. While these supply shortages have not affected revenue, as it created price increases, especially in
wood, it did cause industry operators to compete more fiercely for products to sell to downstream customers, as
manufacturing activity decreased amid high levels of economic uncertainty due to the pandemic.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady

  The Tool and Hardware Wholesaling industry in Canada
exhibits moderate barriers to entry. The capital required to
establish a wholesaling establishment include a
warehousing facility and a few trucks; these are not
onerous requirements. A similar point relates to labour
start-up costs. The industry relies on a skilled workforce to
manage marketing, negotiation, distribution, aftermarket
services and other services provided by wholesalers.
However, recruiting such a workforce is relatively easy
and training may be undertaken on the job.

More significant barriers to entry include pre-existing
procurement arrangements between established
wholesalers, or incumbents, and upstream manufacturers.
Incumbents benefit from the relationships they have built
with suppliers over time; some may even secure exclusive
rights to the distribution of certain brands. To compete for
the procurement of products, entrants often need to
discount their services and spend large sums on
promotion. This prolongs the turnover point, at which
revenue covers and exceeds costs, which may be
untenable for entrants without substantial financial
resources and good debt management. Another barrier to
entry is the significant number of industry operators,
which helps to raise the level of competition.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Tool and Hardware Wholesaling industry in Canada exhibits a low level of globalization. The industry provides
distribution services, with the import and export of hardware products accounted for at the upstream manufacturing
level of the supply chain. The industry's services are localized, with establishments located within a narrow radius of
key markets to ensure timely delivery and to cap transportation costs. Although the industry's does feature domestic
imprints of international companies, such as Acklands-Grainger Inc., a subsidiary of a United States-based global
company, all its facilities servicing Canadian markets are located within Canada. Many of the industry's largest
players also compete across North America, but their domestic business is handled by their local subsidiaries.
IBISWorld expects the level of globalization in this industry to remain stable over the five years to 2026.
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Major Companies

Major Players Richelieu Hardware Ltd.

Market Share: 5.1%

  Founded in 1969 and based in Montreal, Richelieu Hardware Ltd. (Richelieu) is one of the leading hardware
wholesalers in Canada. The company employs more than 2,200 workers across its 84 distribution centres and two
manufacturing plants in North America. The company offers a variety of hardware products and sells to a variety of
kitchen dealers, residential and commercial woodworkers, home furnishings manufacturers, renovation superstore
chains and thousands of hardware retailers. Richelieu generated $1.1 billion in revenue over fiscal 2020 (year-end
November, latest data available). The company has more than 90,000 customers across North America and sells
more than 130,000 unique products.

The company dramatically expanded its operations over the past decade through numerous acquisitions. However,
the majority of these acquisitions have been in the United States, which has pushed down the share of revenue
generated in domestically. In fact, the majority of the company's distribution centres are located in the United States
in 2021, whereas the majority were located in Canada in 2017. Both of the company's manufacturing facilities are
located domestically, although their revenue is not industry-relevant.

Financial Performance

IBISWorld estimates that Richelieu's industry-relevant revenue will expand an annualized 8.1% to reach $826.4
million in fiscal 2021. The company grew strongly over fiscal 2020 despite the COVID-19 (coronavirus) pandemic
and is expected to continue to do so over fiscal 2021 amid a large increase in housing starts, providing a solid
customer base for industry products. As a result, operating profit, measured as earnings before interest and taxes, is
forecast to expand an annualized 7.0% to reach $58.6 million over the five years to fiscal 2021. Richelieu has a
robust e-commerce platform, which has aided revenue growth amid the pandemic, when the company's distribution
centres were closed amid social distancing policies. This is also forecast to help expansion over the five years to
2026.
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Richelieu Hardware Ltd. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 559.1 N/C 41.7 N/C
2016-17 635.5 13.7 45.8 9.8
2017-18 678.3 6.7 45.9 0.2
2018-19 685.7 1.1 43.9 -4.4
2019-20 730.0 6.5 55.4 26.2
2020-21 826.4 13.2 58.6 5.8

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end November

There are no major players in this industry

  There are no major players in this industry

Other Companies CanWel Building Materials Group Ltd.

  Market Share: 4.6%
  CanWel Building Materials Group Ltd. (CanWel) is a Canadian wholesale distributor of building materials, home

renovation products and hardware. The company is based in Vancouver, with locations across Canada and the
United States. Globally, CanWel has 18 distribution centres and employs more than 1,000 workers. A significant
portion of company revenue is derived from the sale and distribution of timber, lumber and engineered wood
products, which is outside the scope of the industry. The company has also sought to expand the segment of its
operations in recent years, for example, in May 2016, the company acquired JEMI, a vertically integrated fibre and
wooden building tool distributor with locations across British Columbia and Saskatchewan. Nevertheless, the vast
majority of company sales comes from the wholesale of fasteners and related hardware, accounting for the
company's presence in this industry. Company revenue has expanded significantly over the five years to 2021, both
as the result of acquisitions and increasing demand. IBISWorld expects CanWel's industry-relevant revenue to total
$788.7 million in 2021.

WW Grainger Inc.

  Market Share: 1.6%
  Acklands-Grainger Inc. (Acklands-Grainger) is the Canadian subsidiary of WW Grainger Inc. (WW Grainger), a

global industrial supply company founded in 1927 and based in Lake Forest, IL, that employs 23,100 workers. WW
Grainger generated $15.8 billion in revenue in 2020 (latest data available).

Acklands-Grainger is based in Thornhill, ON and operates 33 branches and five distribution locations across
Canada. The company has two reportable segments that denote the geographical location of sales. Acklands-
Grainger distributes hand tools, fasteners, power tools, material handling equipment and welding equipment, among
other items. Across its distribution centres, the company's product catalogue currently includes more than 1.0 million
products and is used by customers to assist in product selection. Major clients include the forestry market, heavy
manufacturing, commercial services and gas and oil markets. The company has also expanded through a variety of
mergers and acquisitions.

Despite acquisitions, the company has had to reorganize its domestic operations and shut down multiple distribution
centres due to negative performance over the five years to 2021. It has shifted its focus toward e-commerce, which
has helped to improve the company's domestic health. Overall, the company is forecast to generate $282.9 million in
industry-relevant revenue in 2021.

Vallen Distribution Inc.

  Market Share: 1.4%
  Vallen Distribution Inc. (Vallen) was founded in 1937 and is headquartered in Edmonton, AB. The company is a

subsidiary of Sonepar Group, a France-based global distributor of electrical and janitorial material. Vallen operates
25 branches across Canada, employing 400 people and servicing manufacturers, commercial centres and other
businesses. The company specializes in the provision of safety and janitorial equipment. However, it also provides
fasteners, hand tools and power tools, which contribute to industry-relevant revenue. IBISWorld expects the
company's revenue from tool and hardware wholesaling operations to reach $226.9 million in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Tool and Hardware Wholesaling industry in Canada
exhibits a low level of capital intensity. While the purchase
of products for resale constitutes a significant cost for
operators at more than 70.0% of revenue, capital
expenditures tend to be significantly lower. The majority of
industry operations, from procurement to inventory
management, rely on labour. This is a common situation for
almost all wholesale industries. Capital expenditure is
usually limited to outlay on warehousing facilities and on
transport vehicles. However, larger operators may also
invest in computerized inventory controls, raising
depreciation expenditure slightly. Overall, the average tool
and hardware wholesaler is estimated to spend $0.10 on
capital for every $1.00 spent on labour in 2021. This figure
is a slight increase from 2016 as operators increasingly
invest in automated inventory management and other
computer systems.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
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.

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

Very High Rate of Entry Very Likely 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.

Very High Market
Concentration

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

  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.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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

The most relevant disruptive force in the Tool and Hardware Wholesaling
industry in Canada is the threat of Amazon.com Inc.

(Amazon). Consequently, operators that remain stagnant and do not invest in automating their supply chain process
experience the risk of losing their contract with manufacturers. Companies such as Amazon and Alibaba Group Holding
Limited are giving original manufacturers access to downstream markets and alleviating costs with current wholesalers.
Furthermore, with manufacturers investing to create a seamless supply chain, wholesalers are pressured to meet the
facility's technology requirement.

The level of technology change is    Low

  The Tool and Hardware Wholesaling industry in Canada exhibits a low level of
technology change.

Industry services are primarily concerned with warehousing, inventory management and transportation of products in bulk.
This offers little scope for significant technology use.
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Still, if and when advances are made in computer technology that provides opportunities for efficient service, operators will
upgrade their systems. The application of electronic systems enables companies to improve accuracy, enhance the
monitoring of inventory levels and update or reorder various products. Lean logistics systems, which improve the value
stream to the customer and eliminate waste in the supply chain, are also becoming popular with wholesalers that operate
large warehouses. Lean logistics includes the idea of just-in-time inventory management, whereby a company keeps only
enough inventory in stock. Little to no excess inventory is retained, to reduce the cost waste associated with inventory
storage. However, this forces companies to run the risk of falling short of customer requirements during periods of high and
unexpected demand.

Wholesalers are also increasingly investing in e-commerce. Customers are often able to access product catalogues online
and to order and discuss their needs with online representatives. This improves service quality and enables operators to
better monitor and forecast demand trends.

Revenue
Volatility

The level of volatility is    Medium

  The Tool and Hardware Wholesaling industry in Canada historically exhibits a
moderate level of revenue volatility.

Industry performance is closely linked to performance in downstream markets, with residential and nonresidential
construction markets representing a significant source of industry demand. While international trade is not tracked at the
wholesale level, operators do sometimes export goods across the border to the United States and as a result, the
performance of construction markets in the United States also have an effect on industry performance. Many industry
goods are also used for a variety of purposes in the manufacturing process, so domestic manufacturing levels can also
affect industry performance.

Fluctuations in industry revenue have been heavily influenced by downstream demand in the construction market over the
five years to 2021. In particular, rising numbers of housing starts and growing home renovation activity have helped lead to
growth in industry revenue. However, commercial construction activity declined substantially leading into the period as low
commodity prices negatively affected a variety of nonresidential construction activities. Further, domestic housing starts
began to fall over 2019 in response to high household debt levels and rising interest rates, cutting into industry demand.
However, low interest rates and stimulus payments resulted in an expansion of housing starts over 2020, a trend that is
expected to continue over 2021. Moreover, the rising economic uncertainty and volatile commodity prices has reduced
nonresidential construction over 2020 and 2021, temporarily increasing revenue volatility.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Tool and Hardware Wholesaling industry in Canada is lightly regulated.

Operators in this industry must adhere to federal and provincial environmental law regulating the discharge of pollutants.
Since this industry is not engaged in manufacturing operations, pollutant discharge primarily relates to the emission of
vehicles during product transport. Additionally, operators must abide by occupational health and safety regulations meant to
ensure the wellbeing of their employees. Canada has one federal, 10 provincial and three territorial health and safety
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jurisdictions, each with its own legislation. These statutes cover safety standards for workers handling equipment and
storing hazardous material. They also cover wages, overtime, hiring and other issues pertaining to employment.

Industry
Assistance

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

The Tool and Hardware Wholesaling industry in Canada receives little
government assistance.

No federal assistance is provided since the industry is service based; with no product exports or imports, common forms of
federal assistance such as import tariffs and export subsidies are inapplicable. Nevertheless, the industry benefits from the
support of various associations such as the North American Building Material Distribution Association (NBMDA). The
NBMDA attempts to improve the profitability and growth of its members by promoting efficient distribution processes
through educational seminars and partnerships with other institutions. For example, NMBDA partners with Insperity, an
organization that delivers solutions to the members' human resource challenges. The NMBDA also publishes regular
economic outlook reports that correlate macroeconomic data to specific service categories, published in partnership with
senior economists at the Institute for Trend Research.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020, as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May.



Tool & Hardware Wholesaling in Canada October 2021

33 IBISWorld.com

Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing Starts

(Thousands)
2012 12,786 2,030 2,025 1,416 22,516 N/A N/A 1,278 N/A 214,827
2013 12,095 2,136 1,899 1,358 25,966 N/A N/A 1,439 N/A 187,923
2014 12,971 2,197 1,972 1,329 25,592 N/A N/A 1,437 N/A 189,329
2015 13,448 2,190 1,911 1,302 23,541 N/A N/A 1,406 N/A 195,535
2016 13,512 2,098 1,887 1,280 20,780 N/A N/A 1,233 N/A 197,915
2017 14,832 2,255 1,874 1,276 20,497 N/A N/A 1,278 N/A 219,763
2018 16,385 2,375 1,877 1,260 21,702 N/A N/A 1,313 N/A 212,843
2019 15,168 2,055 1,825 1,246 20,893 N/A N/A 1,256 N/A 208,685
2020 14,657 1,780 1,792 1,230 20,365 N/A N/A 1,222 N/A 217,880
2021 16,130 2,218 1,777 1,214 21,425 N/A N/A 1,297 N/A 270,000
2022 15,750 2,168 1,745 1,192 20,945 N/A N/A 1,268 N/A 227,000
2023 15,834 2,176 1,735 1,185 20,925 N/A N/A 1,268 N/A 221,000
2024 16,039 2,201 1,731 1,182 21,086 N/A N/A 1,279 N/A 223,000
2025 16,233 2,227 1,728 1,178 21,251 N/A N/A 1,291 N/A 225,000
2026 16,416 2,250 1,724 1,174 21,373 N/A N/A 1,299 N/A 227,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2012 24.1 14.3 -2.84 -4.13 8.14 N/A N/A 5.33 N/A 10.8
2013 -5.41 5.18 -6.23 -4.10 15.3 N/A N/A 12.6 N/A -12.5
2014 7.24 2.87 3.84 -2.14 -1.45 N/A N/A -0.16 N/A 0.74
2015 3.67 -0.32 -3.10 -2.04 -8.02 N/A N/A -2.11 N/A 3.27
2016 0.47 -4.19 -1.26 -1.69 -11.7 N/A N/A -12.3 N/A 1.21
2017 9.77 7.47 -0.69 -0.32 -1.37 N/A N/A 3.66 N/A 11.0
2018 10.5 5.29 0.16 -1.26 5.87 N/A N/A 2.73 N/A -3.15
2019 -7.43 -13.5 -2.78 -1.12 -3.73 N/A N/A -4.38 N/A -1.96
2020 -3.37 -13.4 -1.81 -1.29 -2.53 N/A N/A -2.70 N/A 4.40
2021 10.0 24.6 -0.84 -1.31 5.20 N/A N/A 6.17 N/A 23.9
2022 -2.36 -2.29 -1.81 -1.82 -2.25 N/A N/A -2.27 N/A -15.9
2023 0.53 0.36 -0.58 -0.59 -0.10 N/A N/A 0.03 N/A -2.65
2024 1.29 1.18 -0.24 -0.26 0.76 N/A N/A 0.87 N/A 0.90
2025 1.21 1.14 -0.18 -0.34 0.78 N/A N/A 0.87 N/A 0.89
2026 1.12 1.05 -0.24 -0.34 0.57 N/A N/A 0.68 N/A 0.88

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 15.9 N/A N/A 568 9.99 11.1 56,746
2013 17.7 N/A N/A 466 11.9 13.7 55,411
2014 16.9 N/A N/A 507 11.1 13.0 56,135
2015 16.3 N/A N/A 571 10.5 12.3 59,738
2016 15.5 N/A N/A 650 9.12 11.0 59,331
2017 15.2 N/A N/A 724 8.62 10.9 62,355
2018 14.5 N/A N/A 755 8.01 11.6 60,506
2019 13.5 N/A N/A 726 8.28 11.4 60,101
2020 12.1 N/A N/A 720 8.34 11.4 60,000
2021 13.8 N/A N/A 753 8.04 12.1 60,551
2022 13.8 N/A N/A 752 8.05 12.0 60,535
2023 13.7 N/A N/A 757 8.01 12.1 60,612
2024 13.7 N/A N/A 761 7.98 12.2 60,675
2025 13.7 N/A N/A 764 7.95 12.3 60,731
2026 13.7 N/A N/A 768 7.92 12.4 60,796

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

North American Building Material Distribution Association
http://www.nbmda.org

National Association of Wholesaler-Distributors
http://www.naw.org

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

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

Industry Jargon DO-IT-YOURSELF (DIY)
Building, modifying or repairing something without the aid of professional contractors.

FASTENERS
Hardware devices that mechanically join two objects together; include screws, nuts, bolts and rivets.

POWER TOOLS
Tools that are operated by a nonmanual source of power; for example, by batteries or electricity.

WHOLESALE BYPASS
The direct sale of products from manufacturers to retailers or to end use markets, obviating the need for
wholesalers.

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

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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.



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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