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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Mining, Oil and Gas Machinery Wholesaling industry in Canada is expected to increase in 2021 as
recovery from the COVID-19 (coronavirus) pandemic begins. For more detail, please see the Current Performance
chapter.

· The industry's level of competition is expected to increase as the market for industry products shrinks. For more
detail, please see the Basis of Competition chapter.

· Industry profit is projected to remain low due to the industry's more difficult operating conditions due to the
coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks 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 The Mining, Oil and Gas Machinery Wholesaling industry in Canada comprises operators primarily engaged in

wholesaling new and used mining, oil and gas equipment, as well as machinery. This industry does not include
wholesalers of pumps, oil refining equipment or pipeline equipment, which are included in the Industrial Machinery
and Equipment Wholesaling industry in Canada (IBISWorld report 41723CA).

Major Players Finning International Inc.

Main Activities The primary activities of this industry are:

Wholesaling agitators, crushers and classifiers

Wholesaling ball, rod and pebble mill machinery

Wholesaling floating roof seals for oil and gas storage tanks

Wholesaling natural gas field production equipment

Wholesaling oil well machinery and equipment

Wholesaling petroleum production machinery and equipment

Wholesaling vibrating and screening equipment

Wholesaling ore dressing machinery

The major products and services in this industry are:

Mining machinery and equipment manufacturing

Rotary oil and gas field drilling machinery and equipment

Oil and gas field production machinery and equipment

Portable drilling rigs and parts (above ground)

Other
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Supply Chain

SIMILAR INDUSTRIES

Electronic Part & Equipment
Wholesaling in Canada

Construction & Forestry
Equipment Wholesaling in
Canada

Farm, Lawn & Garden Equipment
Wholesaling in Canada

Industrial Machinery & Equipment
Wholesaling in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Construction & Mining Equipment
Wholesaling in the US

Fluid Power Equipment
Distributors

Mining and Industrial Machinery
Wholesaling in Australia

Mining, Construction & Civil
Engineering Machinery Wholesaling
in the UK

Industrial and Mining Machinery
Wholesaling in New Zealand

Mining, Construction & Civil
Engineering Machinery
Wholesaling in Ireland
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Industry at a Glance
Key Statistics

$10.7bn
Revenue

Annual Growth

2016–2021

4.2%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

$405.4m
Profit

Annual Growth

2016–2021

3.1%

  Annual Growth

2016–2021

 

3.8%
Profit Margin

Annual Growth

2016–2021

-0.2pp

  Annual Growth

2016–2021

 

617
Businesses

Annual Growth

2016–2021

-2.2%

Annual Growth

2021–2026

-1.1%

Annual Growth

2016–2026

 

12,625
Employment

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

0.6%

Annual Growth

2016–2026

 

$1.0bn
Wages

Annual Growth

2016–2021

1.9%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

10.6%
Demand from oil drilling and gas
extraction

1.5%
Demand from mining (except oil
and gas)

8.1%
World price of crude oil

20.5%
World price of steel

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Regulation & Policy

Light / Steady

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

 

Key Trends

 Oil and natural gas extraction have long played a significant
role in the Canadian economy

 A variety of minerals have suffered price declines

 The number of industry establishments has fallen in
response to weaker downstream demand

 Natural gas distribution infrastructure is expected to expand

 Mining operations with healthy profitability are expected to
purchase new machinery

 Operators are operating below their optimum capacity

 The pandemic has further complicated demand conditions
for industry operators
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  World price of crude oil

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  World price of steel
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Executive Summary Gold mine: Industry profit is expected to recover alongside industry
demand conditions

The Mining, Oil and Gas Machinery Wholesaling industry in Canada has experienced mixed results over the five
years to 2021. Domestic oil and gas extraction activity has grown steadily for most of the past decade, driven in the
years leading up to the period by high prices for both goods leading into the period. However, the price of these
goods and numerous metals such as copper and nickel has fluctuated wildly over the past five years. This has
resulted in fluctuating capital expenditure budgets by most downstream industries, causing volatile demand.

Performance and the level of downstream demand have been driven largely by oil and natural gas prices. These
prices dropped by more than half leading into the current period. This cut into oil companies' top and bottom lines
and left them with less resources to invest in new machinery. As a result, oil and gas extraction companies and
related support companies sharply cut their capital expenditures. Moreover, although commodity prices began to
stabilize beginning in 2017, the COVID-19 (coronavirus) pandemic has reversed this trend, further complicating
demand conditions for industry operators despite their recovery through most of the current period. Nonetheless,
industry recovery was strong enough between 2017 and 2019 to where the industry has been safeguarded from an
overall contraction in revenue over the five years to 2021. As a result of these countervailing forces, industry
revenue is forecast to increase an annualized 4.2% to $10.7 billion over the five years to 2021. This includes a
forecast expansion of 20.7% in 2021 specifically as oil and gas prices recover strongly amid a much-improved
demand environment, as the economy begins to recover from the pandemic. However, operating profit, measured
as earnings before interest and taxes, is expected to decline to reach 3.8% of revenue in 2021.

The industry is anticipated to continue growing over the five years to 2026, albeit more slowly than the current
period, with industry profitability expected to recover alongside industry demand conditions more broadly. Global
demand is expected to recover in absolute terms, incentivizing reinvestment in production and increasing demand
for industry products, though stagnant oil prices will moderate any strong expansion. As a result, IBISWorld expects
industry revenue to increase an annualized 1.1% to $11.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Demand from mining (except oil and gas)

Mining industries represent the second-most important source of demand for the Mining, Oil and Gas Machinery
Wholesaling industry in Canada, after the oil and natural gas sectors. As mining activity increases, mining
operations increase their purchases of mining equipment from industry operators to meet the capital investment
requirements of expanding production. Demand from mining (except oil and gas) is anticipated to increase in 2021,
representing a potential opportunity for the industry.

 

Demand from oil drilling and gas extraction

The Oil Drilling and Gas Extraction industry in Canada (IBISWorld report 21111CA) represents the domestic Mining,
Oil and Gas Machinery Wholesaling industry's most important downstream market. As oil drilling and gas extraction
activity rises, operators in this industry increase their purchases of machinery and equipment from wholesalers to
meet demands of their expanded production. Demand from oil drilling and gas extraction is forecast to increase in
2021.

 

World price of steel

Steel is one of the most important inputs in the production of mining, oil and gas machinery and equipment. As a
result, when steel prices rise, purchase costs for mining, oil and gas machinery manufacturers also increase. When
this occurs, manufacturers tend to charge downstream wholesalers higher prices for the output they produce,
increasing purchase costs for the domestic Mining, Oil and Gas Machinery Wholesaling industry. The world price of
steel is expected to increase in 2021.

 

World price of crude oil

The price of oil directly affects oil extraction activity, as well as demand for oil extraction machinery. Rising crude oil
prices typically lead to increased demand for oil drilling and gas extraction. In turn, this leads the domestic Oil
Drilling and Gas Extraction industry (21111CA) to increase its purchases of machinery and equipment from
wholesalers, boosting industry revenue. The world price of crude oil is expected to increase in 2021, though its
volatility poses a potential threat to the industry.
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Current
Performance

The performance of the Mining, Oil and Gas Machinery Wholesaling
industry in Canada has been mixed over the five years to 2021.

The industry experienced sharp declines in the years leading up to the current period, as oil and gas prices
collapsed throughout 2015 and 2016. Low oil prices cut the top and bottom line of many major oil producers, leaving
them with less resources and incentives to invest in new oil extraction machinery and equipment. Since extraction
industries are the primary market for industry products, faltering performance in these markets cut into demand for
mining, oil and gas machinery equipment.

However, oil prices recovered through much of the period, peaking in 2018, which prompted renewed investment
from oil extraction companies. Despite this, oil prices are once again forecast to decline 32.7% in 2020 due to the
COVID-19 (coronavirus) pandemic, which ended several years of strong revenue growth for the industry. As a result
of these countervailing forces, industry revenue rose 10.3% in 2018 and 8.7% in 2019, but is projected to decline
18.0% in 2020 before a recovery of 20.7% in 2021 as oil price are expected to skyrocket amid the beginning of
economic recovery from the pandemic. Due to these conflicting factors and fluctuating downstream demand, overall,
industry revenue is projected to increase an annualized 4.2% to $10.7 billion over the five years to 2021.

DEMAND FROM OIL AND GAS EXTRACTION

Oil and natural gas extraction have long played a significant role in the
Canadian economy.

In 2016, Statistics Canada estimated that natural resources contributed 16.0% of the nation's GDP, the vast majority
of which was generated through activities related to minerals and energy. In recent years, wholesalers have
increasingly provided high-tech equipment and machinery to oil and gas companies, in response to production
growth. Hydraulic fracturing and horizontal drilling, techniques that have been in use for several decades,
experienced a worldwide resurgence in popularity over a decade ago and helped prompt increased production
among oil and gas producers.

According to the US Energy Information Administration, Canada contains the third-largest amount of crude oil
reserves in the world. The majority of these reserves are located in the Athabasca oil sands of Alberta, while other
principal sources are found in the Western Canada Sedimentary Basin and offshore fields in the Atlantic Ocean.

However, the significant collapse in oil and natural gas prices leading into the current period prompted downstream
extraction companies to slash activity, with many closing rigs to wait for prices to improve or exiting the industry
altogether. This proved to have a severe negative effect on revenue. While oil prices have rebounded, demand is
still far below its 2014 peak, while oil prices have remained volatile due to the coronavirus pandemic.

DEMAND FROM MINING
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Although mining sector activity plays a smaller role to industry success
compared with oil and natural gas extraction, it nevertheless contributes
significantly to the Canadian economy.

For example, capital expenditure in the mining industry generally hovers at an estimated 25.0% of the value of
expenditure in the oil and gas extraction industry.

Nonetheless, as with oil and natural gas extraction, mining activity grew substantially in the years leading up to
2015, when growth in the global economy led to increased demand for coal, zinc, nickel, copper and other minerals
mined in Canada. However, while this led to significant growth in the mining sector during this time, conditions
subsequently weakened during the current period, as a variety of minerals have suffered price declines of as much
as 50.0%. Yet at the same time, many mining subsegments within the sector have performed well, increasing their
demand for mining equipment and machinery. For instance, the persistently high price of gold has substantially
increased demand from gold mining and led to increased purchases of excavators and other strip-mining machines
from operators. Nevertheless, the mining sector, similar to the oil and gas sector, is projected to suffer in 2020 due
to forecast declines regarding many commodity prices, chiefly as a result of the coronavirus pandemic.

LANDSCAPE AND PROFIT

In response to weaker demand from downstream markets and
consolidation activity, the number of industry establishments has fallen
an annualized 2.8% to an estimated 968 locations over the five years to
2021.

However, the number of industry employees is anticipated to expand an annualized 1.1% to 12,625 workers during
the same period as revenue conditions were strong through much of the period prior to the pandemic, a trend that is
forecast to return in 2021.

Lastly, industry profit, defined as earnings before interest and taxes, is expected to decline to 3.8% of revenue in
2021, due mainly to the more difficult operating conditions caused by the coronavirus pandemic. Profit was at its
lowest in 2020, but the industry has yet to completely recover from the pandemic Industry profitability was higher
during the beginning of the period, with the oil and natural gas boom encouraging the Oil Drilling and Gas Extraction
industry in Canada (IBISWorld report 21111CA). Conversely, the sharp drop in demand for industry products in
2015 and 2016 reduced industry sales well below storage and maintenance capacity. Further complicating matters,
during times of adverse conditions in downstream markets, many customers choose to purchase used equipment,
which is a lower margin industry service, or choose not to purchase equipment at all, opting to increase
maintenance costs on their existing equipment by increasing demand for product support.
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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 crude oil

($US per
barrel)

2012 9,601 1,586 1,130 670 12,333 N/A N/A 1,003 N/A 120
2013 9,673 1,584 1,127 670 13,434 N/A N/A 1,066 N/A 117
2014 9,372 1,507 1,172 680 12,884 N/A N/A 1,011 N/A 106
2015 8,486 1,468 1,171 690 12,508 N/A N/A 1,039 N/A 56.3
2016 8,703 1,402 1,118 688 11,976 N/A N/A 935 N/A 47.1
2017 8,988 1,467 1,103 685 11,990 N/A N/A 988 N/A 56.6
2018 9,912 1,556 1,112 676 12,332 N/A N/A 1,011 N/A 72.0
2019 10,772 1,641 1,043 657 12,816 N/A N/A 1,039 N/A 63.6
2020 8,839 1,244 986 637 11,312 N/A N/A 904 N/A 42.5
2021 10,670 1,573 968 617 12,625 N/A N/A 1,026 N/A 59.0
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Industry Outlook
Outlook The Mining, Oil and Gas Machinery Wholesaling industry in Canada is

expected to continue growing over the five years to 2026, albeit more
slowly, as the Canadian economy and its commodities-reliant sectors
recover following the worst effects of the COVID-19 (coronavirus)
pandemic.

The world price of oil is expected to be much more stable over the next five years, prompting renewed investment
from downstream oil extraction companies during the period. Further, investment is expected to pick up in the
energy and mining sectors. In particular, the production growth forecast for oil is projected to continue rising, albeit
at a slower rate compared with the five years to 2021, as existing production growth in the oil industry was buoyed
by recovering oil prices prior to the pandemic.

As a response to rising commodity demand, downstream oil, gas and mining customers are expected to increase
their purchases of new and used high-end machinery from industry operators. As a result, IBISWorld forecasts
industry revenue will increase an annualized 1.1% to $11.3 billion over the five years to 2026.

DEMAND FROM OIL AND GAS EXTRACTION

Downstream demand from oil and gas companies, the industry's primary
market, is highly dependent on the prices of crude oil and natural gas.

While oil prices are lower than they have been compared with historic levels, they improved through the current
period, prior to the pandemic. Moreover, although oil prices fell sharply due to the coronavirus pandemic, oil prices
are forecast to recover nearly to pre-pandemic levels over 2021. Plus, natural gas distribution infrastructure is
expected to expand in upcoming years, helping to alleviate the existing discrepancy between supply and demand for
natural gas.

With the promise of re-stabilization regarding the prices of the underlying commodities, the downstream Oil Drilling
and Gas Extraction industry in Canada (IBISWorld report 21111CA) is expected to increase its demand for industry
products as the exploitation of Canada's unconventional oil and gas deposits gradually recover after a period of
steep decline. As revenue for that industry rises, albeit at a slightly suppressed rate, it will likely prompt more
purchases of industry products, as oil and gas companies rely heavily on high-quality equipment to survey, collect
and analyze geological data. They also require advanced machinery to bore well holes, operate rigs and perform a
wide variety of refining processes after the extraction process is complete. Unconventional techniques, which are
commonly used in the Athabasca oil sands of Alberta, have also become more widespread. These techniques
include steam-assisted gravity drainage and cyclic steam stimulation. The pervasiveness of these techniques in the
oil sands has stimulated demand for advanced machinery in the oil and gas sector, which could be especially
lucrative for industry operators if shale gas reserves in Canada's Northwest Territories develop as intensely as those
in Alberta.

DEMAND FROM MINING

As the global economy recovers, demand for Canada's extensive mineral
resources is forecast to normalize, slowing revenue growth.



Mining, Oil & Gas Machinery Wholesaling in Canada October 2021

15 IBISWorld.com

The world price of nickel, for example, is forecast to rise an annualized 0.7% over the five years to 2026, while the
world price of copper is expected to shrink an annualized 2.1% during the same period. As a result, the mining
sector in Canada is forecast to experience mixed performance over the five years to 2026. Similar to oil and gas
companies, operators in the mining sector require advanced machinery to extract and refine minerals. Further,
safety is crucial in mining operations. Therefore, mining companies demand machinery that is not only reliable, but
also safe. To this end, mining operations with healthy profitability are expected to purchase new machinery from
industry operators as soon as it is available, contributing to industry growth, though overall growth will nevertheless
likely come more from the oil and gas sector than it will the mining sector in aggregate.

INDUSTRY LANDSCAPE AND PROFIT

Despite revenue expansion, uneven commodity prices are expected to
result in the number of industry establishments decreasing an annualized
1.1% to 918 locations over the five years to 2026 amid consolidation
activity.

However, stronger demand is expected to prompt increased hiring, with employment anticipated to grow an
annualized 0.6% over the next five years, totalling 13,000 workers.

Industry profit is expected to recover over the five years to 2026. With the contraction experienced by the industry
beginning in 2015 and reinforced by the expected revenue decline in 2020, operators are operating below their
optimum capacity, causing revenue generation to remain relatively low in relation to wages, rent, utilities and other
costs. Additionally, industry operators are selling their products at lower prices in an attempt to mitigate the drop in
their sales volumes. As demand from downstream oil and gas extraction and mining companies expands in
upcoming years, industry operators will likely grow by filling capacity and by being able to sell their products for
higher prices, both of which are expected to have a positive effect on industry profit and revenue.

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 crude oil

 ($US per
barrel)

2021 10,670 1,573 968 617 12,625 N/A N/A 1,026 N/A 59.0
2022 10,903 1,603 961 612 12,771 N/A N/A 1,040 N/A 59.2
2023 11,008 1,615 949 604 12,826 N/A N/A 1,046 N/A 58.5
2024 11,075 1,623 938 597 12,874 N/A N/A 1,050 N/A 58.2
2025 11,166 1,635 929 590 12,943 N/A N/A 1,056 N/A 58.4
2026 11,258 1,647 918 583 13,000 N/A N/A 1,062 N/A 58.8
2027 11,399 1,665 912 579 13,092 N/A N/A 1,070 N/A 58.8
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA growth is roughly in line with that of the broader economy

The industry is undergoing slow consolidation

Downstream markets are clearly defined

The Mining, Oil and Gas Machinery Wholesaling industry in Canada is currently in the mature stage of its economic
life cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected
to rise an annualized 1.6% over the 10 years to 2026. This growth moves in line with Canadian GDP, which is
forecast to grow an annualized 1.9% during the same 10-year period. IVA growth that is in line with that of the
broader economy is typical of a mature industry.

The industry also exhibits other traits of a mature industry, such as having clearly defined downstream markets and
product segments, along with consolidation. The has been little movement in the markets to which industry
operators sell over the five years to 2021. Both the mining and oil and gas sectors are mature sectors that are
deeply entrenched in the Canadian economy and absolutely require industry machinery to produce. Therefore,
although each sector may experience fluctuations year-to-year dependent primarily on global commodities prices,
they are reliant on this industry and provide consistent demand as a result of this dependence. Plus, an increasing
trend of consolidation has begun to take place within the industry. The number of industry enterprises is expected to
decrease an annualized 1.6% over the five years to 2026. This is because larger companies have been acquiring
smaller operators to improve their footprint in different areas and bolster market share. Consolidation of this scale is
also indicative of industry maturity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Oil Drilling & Gas Extraction in Canada

Oil & Gas Field Services in Canada

Mining (except Oil and Gas) In Canada

Key Selling Industries
1st Tier

Mining, Oil & Gas Machinery Manufacturing in Canada

2nd Tier

Iron Ore Mining in Canada

Metal Ore Mining In Canada

Products & Services

  The Mining, Oil and Gas Machinery Wholesaling industry in Canada sells a
variety of machinery and equipment for the purpose of extracting raw
materials from the earth.

For example, this industry wholesales drills and bits that bore holes to make desired materials accessible. Further,
still, a host of other equipment is needed to regulate pressure at wellheads, separate materials on-site, power large
machines and extract large quantities of oil, gas and minerals in remote areas. Industry operators wholesale
machinery for both underground and surface mining operations.

ROTARY OIL AND GAS FIELD DRILLING MACHINERY AND EQUIPMENT

Oil and gas machinery and equipment includes rotary and portable drilling
rigs, derricks, substructures and other accessories.

The contribution of oil and gas drilling and extraction machinery sales to overall industry revenue started out strong
in the years leading up to the reporting period, in line with the expansion of domestic oil extraction activity in Alberta.
Due to the difficulties inherent in drilling for oil in the Athabasca, Peace River and Cold Lake oil sands, downstream
oil companies and hydraulic fracturing services providers increased their purchases of specialized equipment
needed to work in these environments such as horizontal drills and steam injection. However, new sales of this
machinery and equipment have fallen in line with the collapse in global oil prices in 2015, signifying the industry's
decline in revenue leading into the period. Rotary oil and gas field drilling machinery and equipment is expected to
comprise 27.7% of industry revenue in 2021, a share that has decreased over the past five years.

OIL AND GAS FIELD PRODUCTION MACHINERY AND EQUIPMENT

Oil and gas field production machinery and equipment is estimated to
account for 22.7% of industry revenue in 2021.

Notably, this product segment does not include pumps. This segment has remained relatively stable overall
considering the industry's widespread struggles over the five years to 2021, as most oil and gas prices have
experienced extreme volatility, affecting demand for oil and gas machinery.

MINING MACHINERY AND EQUIPMENT MANUFACTURING
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The mining machinery and equipment sold by the domestic industry's
operators includes a variety of machines designed to be used specifically
for either underground or above ground mining operations.

Mining drilling rigs, mineral processors (which are used in separating valuable minerals from their ores), ore
crushers, continuous mining machines, washers, screeners and loaders and a variety of other types of equipment
and machinery are included under this segment. Canada is home to a large mining sector, with the country being a
major producer of gold, silver, copper, zinc, nickel and many other important minerals. Although mining production
remained higher than historical averages, activity in several mining industries fell due to commodity price declines
leading into the period, aiding in its increase as a share of revenue over the five years to 2021. Mining machinery
and equipment manufacturing is estimated to account for 26.9% of industry revenue in 2021.

OTHER

The other product segments provided by industry operators include
above-ground portable drilling rigs and parts, which are estimated to
account for 1.4% of industry revenue in 2021, in addition to miscellaneous
products and services, which altogether are estimated to account for the
remaining 21.3% of revenue.

Demand
Determinants

Demand for the products sold by the Mining, Oil and Gas Machinery
Wholesaling industry in Canada is primarily dependent on the level of
activity in downstream commodity extraction markets, with increased
production acting to encourage increased demand for industry products.

In turn, the extent of oil, gas, coal, gold and other commodity extraction and processing is dependent on a variety of
factors, including demand for energy, the price of these commodities (which is affected by both domestic and global
production and supply levels), demand for manufactured goods that make use of these specific commodities in their
production and many other factors. Additionally, demand for industry products from downstream markets is also
dependent on the rate at which existing mining, oil and gas machinery is becoming obsolete due to the introduction
of new types of machinery alongside new extraction and processing techniques. Given the variety of potential
factors affecting demand, only the most important direct sources of demand are discussed below.

Oil and gas

Oil and gas companies demand a wide variety of machinery and equipment for use in all stages of the exploration
and production processes. Demand from oil and gas companies for industry products depends on the extent of the
companies' operations, which hinge not only on the price of oil and gas, but also the availability of infrastructure to
transport the products they extract or process, as well as the extent to which the government facilitates or inhibits
their activity overall. In recent decades, the boom in hydraulic fracturing activity taking place in the Oil Drilling and
Gas Extraction industry in Canada (IBISWorld report 21111CA) has consequently resulted in rising oil and gas
production, thus increasing demand for the Oil and Gas Field Services industry in Canada (21311CA) and boosting
demand for industry products, particularly in the years leading up to the reporting period. Yet, due to the global oil
and gas supply glut of the past few years, prices collapsed between 2015 and 2016, causing downstream demand
for oil and gas machinery and equipment to sharply decline in recent years. This is expected to be further
augmented by the COVID-19 (coronavirus) pandemic, which has caused a dramatic decrease in oil prices globally
and once again devasted Canada's oil and gas extraction sector. However, recovery is expected to be strong, as oil
prices are expected to approach pre-pandemic levels in 2021.

Mining

Mining companies use a wide variety of expensive machinery and equipment to locate, extract and beneficiate a
metals and minerals. Mining operations, much similar to oil and gas operations, are heavily dependent on
commodity prices. Volatility in global commodity markets can rapidly cause production at a given mine to become
uneconomical, which would cut into demand for industry products. When mining companies suspend mine
operations, machinery typically sits idle, which reduces their rate of depreciation and reduces demand for new
machinery. However, similarly to oil and gas companies, mine operators demand high quality and technologically
advanced machinery. Therefore, the industry has continued to innovate and provide high value-added products to
mining companies. Safety is also of paramount importance to mining operations, which incentivizes this downstream
market to invest in the purchase and maintenance of the machinery and equipment used.

Commodity prices
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Both mining and oil and gas companies are exposed to fluctuations in global commodity prices, which consequently
also affect the Mining, Oil and Gas Machinery Wholesaling industry in Canada. When commodity prices decline, as
is expected to be the case in 2020 as a result of the coronavirus pandemic, mining, oil and gas companies may
decrease production to offset negatively affected profitability and revenue streams. This has the effect of reducing
demand for the mining, oil and gas machinery used by these downstream markets. Commodity prices are typically
very volatile, but demand for downstream products, especially oil and gas, is nonetheless inelastic due to the fact
that oil and gas tend to have very few direct substitutes. There has also been a push in more recent years to obtain
oil from unconventional oil sources while using increasingly technologically advanced extraction methods. Therefore,
while high levels of commodity price volatility can negatively influence industry performance, the inelastic nature of
downstream product demand ensures that this negative effect is somewhat limited. Yet, industry operators continue
to closely monitor commodity prices to help forecast demand for machinery in all downstream markets.

Seasonality

Historically, certain industry segments have followed seasonal trends. In Canada, first quarter activity levels are
particularly high, as operators take advantage of the winter freeze to gain access to remote drilling and production
areas. In past years, some Canadian businesses have declined during the second quarter due to warming weather
conditions which result in thawing, softer ground, difficulty accessing drill sites and road bans that also curtail drilling
activity. Activity in Canada sometimes increases during the third quarter and peaks in the fourth quarter, as
operators spend the remaining drilling and production budgets for that year.

Major Markets

  OIL DRILLING AND NATURAL GAS EXTRACTION OPERATIONS

Given the immensity of the Oil Drilling and Gas Extraction industry in
Canada (IBISWorld report 21111CA), oil and gas field operators comprise
the Canadian Mining, Oil and Gas Machinery Wholesaling industry's
largest downstream major market segment, accounting for 73.1% of
revenue in 2021.

These companies purchase drills, portable drilling rigs, derricks, pump parts and a variety of other types of
machinery and equipment from the industry's operators for use in their drilling, extraction and processing operations.
In the years leading up to the reporting period, production in this segment decreased. Consequently, demand from
this segment started out weak heading into the reporting period as the rapid development of Alberta's oil sands in
particular led to a sharp increase in demand for oil and gas field equipment and machinery. However, as the
reporting period progressed, the prices of crude oil and natural gas both recovered, prior to the COVID-19
(coronavirus) pandemic. Despite this, oil prices have had high levels of volatility over the past five years, resulting in
this segment falling as a share of revenue over the past five years.

MINING OPERATIONS, EXCLUDING OIL AND GAS OPERATIONS

The sale of industry products to mining and mineral processing industries
and contractors is expected to account for 26.9% of industry revenue in
2021.

Mining operators purchase both underground and above ground equipment, including stationary ore crushers,
washers, screeners and loaders; mineral processors and beneficiators; and stone-beneficiating machinery. Canada
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is home to a major mining sector, producing large quantities of coal, gold, silver, zinc, copper, among a variety of
other minerals. While production slowed during the recession in line with the global collapse in demand for
commodities, domestic mining activity expanded in subsequent years as commodity demand recovered, leading
downstream mining operations to increase their demand for mining equipment and machinery in the years leading
up to the reporting period. Fluctuations in demand for machinery from this market have fallen at a slower rate
compared with demand from oil and gas field producers, ultimately causing this market segment to increase as a
share of industry revenue over the five years to 2021 in comparison.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Mining, Oil and Gas Machinery Wholesaling industry in Canada does not directly engage in international trade,
since imports and exports of mining, oil and gas machinery and equipment are accounted for at the manufacturing
level within the Mining, Oil and Gas Machinery Manufacturing industry in Canada (IBISWorld report 33313CA).
International trade plays an important role in that industry's operations. In addition, all of the major companies in the
Canadian Mining, Oil and Gas Machinery Manufacturing industry are foreign-based and owned, including Caterpillar
Inc., the Halliburton Company, National Oilwell Varco Inc. and Baker Hughes Company. As a result, much of the
equipment and machinery sold by the domestic wholesaling industry is either imported or produced domestically by
foreign-owned companies.

Business
Locations

  The location of establishments in the Mining, Oil and Gas Machinery Wholesaling industry in Canada follows natural resource
availability. Alberta is expected to contain the largest number of industry establishments by far, with an estimated 55.3% of the
total in 2021. While also containing substantial reserves of conventional oil, Alberta is home to almost all of Canada's heavy crude
oil sands reserves, including Canada's largest oil sands area, Athabasca. The province's oil reserves are estimated to total 174.5
billion barrels, with only 20.0% of the oil reserves shallow enough to be accessible through surface mining. This makes Alberta
one of the most oil-rich areas on the globe and one of the most promising areas in which new advancements in oil extraction
technology may be tested. As a result, oil companies have increasingly flocked to the province and have begun drilling for oil,
particularly over the decade leading up to the five years to 2021. This wealth of increased activity has then subsequently prompted
oil equipment and machinery wholesalers to establish greater numbers of establishments close to these sites so that they may
meet these companies' oil extraction, processing and transport needs.



Mining, Oil & Gas Machinery Wholesaling in Canada October 2021

21 IBISWorld.com

While the Mining, Oil and Gas Machinery Wholesaling industry in Canada is very disproportionately concentrated in Alberta, other
provinces such as British Columbia, Ontario, Saskatchewan and Quebec also contain a substantial number of industry
establishments. British Columbia, which is expected to contain an estimated 11.0% of industry establishments in 2021, is home to
a large mining sector. Coal is one of British Columbia's largest exports, while many gold, silver, zinc, copper and other mines are
also located in the province. These require industry products for successful mineral extraction. Ontario and Quebec represent the
most important provinces for gold, silver and stone mining, while Quebec is home to a large portion of the Labrador Trough, which
is Canada's primary iron ore mining region. Ontario and Quebec are expected to account for 13.7% and 5.1% of industry
establishments in 2021, respectively. Finally, Saskatchewan is the only province aside from Alberta that contains a portion of
Canada's oil sands. The province is estimated to contain 8.7% of industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Mining, Oil and Gas Machinery Wholesaling industry in Canada is characterized by a relatively low level of
market share concentration, with the top four companies estimated to account for less than 15.0% of industry
revenue in 2021. Overall, the majority of industry operators are regionally based distributors of specific brands of
mining, oil or natural gas equipment and machinery. Following National Oilwell Varco Inc.'s divestment of NOW Inc.
prior to the beginning of the five-year period, all major mining, oil and gas equipment manufacturers sell the majority
of their industry-relevant equipment and machinery either through independent distributors or directly to mining, oil
and gas operations. Nevertheless, some larger brand name companies such as Caterpillar Inc. (Caterpillar) have
granted the right to distribute their equipment to a small number of companies, each of which maintains a monopoly
over the sale of this brand of machinery within a specified geographic area. Caterpillar distributors Finning
International Inc. and Toromont Industries Ltd. are two examples of this kind of distributor. This has propped up
market share concentration slightly, as companies with the rights to distribute these prominent brands have a
distinct advantage over those that do not. However, this is simultaneously and effectively moderated by the fact that
an even greater number of major oil, gas and mining machinery and equipment manufacturers permit their
equipment to be distributed by a wide range of smaller wholesalers. For example, the Halliburton Company
distributes its machinery and equipment in Canada through a large network of small wholesalers. As a result, a wide
range of industry operators have access to the industry's leading products, which helps keep industry market share
concentration growth relatively low, despite some major companies having exclusive contracts.

Key Success
Factors

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

Having links with suppliers:
Establishing a good relationship with suppliers is particularly crucial in this industry given the tendency of
manufacturers to grant the right to wholesale their products to a limited number of wholesalers within a specific
region.

Having technology sharing arrangements with major players:
Wholesalers must be able to purchase the newest and most advanced construction and mining equipment available
from manufacturers to attract business and compete with other wholesalers.

Having a loyal customer base:
Industry operators must develop a loyal base of repeat customers to generate a stable stream of revenue and
prevent competitors from stealing market share.

Proximity to key markets:
Geographic proximity to key markets is a crucial component of success in this industry. Industry operators must be
geographically close to mining operations or oil and natural gas wells to compete successfully.
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Cost Structure
Benchmarks

  Profit

Profit, defined as earnings before interest and taxes, is expected to
account for 3.8% of industry revenue in 2021, down from 4.0% in 2016.
This decline is primarily a result of the COVID-19 (coronavirus)
pandemic, as profit reached record lows in 2020 due to the brutal
operating conditions. Profit remained high through most of the period as
commodity prices recovered prior to the pandemic, supporting demand
for mining, oil and gas equipment. However, oil prices sank to historic
lows amid the pandemic, which weighted on profit, which has started to
recover along with the rest of the economy. Overall, operating profit is
forecast to grow over the next five years as commodity prices
experience less volatility.

 

  Wages

Wages are expected to account for 9.6% of industry revenue in 2021.
Industry operators must pay highly skilled salesmen who are able to
develop and maintain stable relationships with suppliers and buyers of
mining, oil and gas equipment to keep business operating. In addition,
mining, oil and gas machinery wholesalers also require labourers to
manage and organize inventories in warehouses and deliver purchased
goods to buyers. Increased automation within the industry has caused
wages to fall as a share of revenue over the past five years.
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  Purchases

Purchases are expected to represent the industry's largest cost in
2021, accounting for 63.8% of industry revenue. Purchase costs are
high because the industry's primary business activity involves both the
purchasing and reselling of expensive pieces of machinery. Purchase
costs have risen marginally as a share of industry revenue over the five
years to 2021, although purchase costs are subject to a certain degree
of volatility overall, as steel comprises the largest and most critical raw
input in the manufacturing process for mining, oil and gas machinery
and equipment. Whenever the input prices for a particular product
increase, the price of the final product does as well, as upstream
manufacturers need to mark up prices to make up for the amount they
had to spend on acquiring raw materials. Consequently, the finished
mining, oil and gas machinery and equipment products purchased by
the wholesalers that comprise this industry are more expensive,
causing purchase costs to rise from 62.7% of revenue in 2016.

 

  Marketing

Marketing costs are expected to have remained stagnant as a share of
revenue over the past five years and are expected to represent 2.0% of
revenue in 2021.

 

  Depreciation

Depreciation costs are anticipated to account for 1.3% of revenue in
2021. Depreciation has decreased slightly as a share of revenue over
the five years to 2021.

 

  Rent

Rent costs are expected to account for 4.9% of industry revenue in
2021, which has increased slightly over the past five years.
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  Utilities

Utility expenditures are expected to account for 2.0% of industry
revenue in 2021.

 

  Other Costs

Other industry expenses are expected to comprise the remaining
12.4% of revenue in 2021. These include inventory maintenance, legal
fees, insurance fees and other costs.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

The Mining, Oil and Gas Machinery Wholesaling industry in Canada is
characterized by a medium level of competition.

Some manufacturers of mining, oil and gas equipment, such as Caterpillar Inc. (Caterpillar) and National Oilwell
Varco Inc., grant singular wholesaler monopoly rights to wholesale their brands of equipment within a specific
geographic area. While the process of obtaining the sole right to sell a particular brand of equipment and machinery
can be very competitive, this pattern of wholesaling is beneficial in that it prevents competition between wholesalers
of certain brands of mining, oil and gas equipment.

Conversely, competition can be strong between wholesalers that have not obtained exclusive rights to certain
distributors, such as wholesalers of the Halliburton Company's equipment. Competition is also significant between
wholesalers of a variety of different industry brands. This competition is based on which brand of equipment is being
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offered, its price, the variety and quality of the available products, warranty terms and the resale value of
equipment. The location of wholesaling establishments is also a crucial factor pertaining to competition. Due to the
remoteness and difficult terrain characterizing many mineral, oil and gas extraction locations, downstream markets
are much more likely to purchase or rent equipment from wholesalers that are conveniently located to their site of
operations.

EXTERNAL COMPETITION

Since all mining, oil and gas operations must make use of industry-
specific equipment to operate.

As a large portion of this equipment is purchased from wholesalers, it is unlikely that other industries would offer
close substitutes to the products sold by the industry to the point where the industry would be negatively affected by
high levels of external competition stemming from the product substitution arena. In addition, some machinery and
equipment manufacturers, such as the foreign-owned operator Caterpillar, grant specific wholesalers the exclusive
right to conduct the distribution of their products within a specific geographic area, thus reducing the amount of
external competition industry operators are exposed to. Nonetheless, since certain manufacturers of mining, oil and
gas equipment and machinery sell much of their output directly to mining and oil and gas extraction operations, the
industry as a whole is confronted with substantial competition from its upstream suppliers.

The industry's level of competition is expected to grow amid the COVID-19 (coronavirus) pandemic. Oil and gas
extraction activity declined sharply amid historically low levels of demand due to the pandemic, which reduced the
need for downstream companies to purchase machinery from wholesalers. As a result, industry operators must
compete more fiercely for the remaining market for industry products.

Barriers to
Entry

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

  Barriers to entry in the Mining, Oil and Gas Machinery
Wholesaling industry in Canada are moderate. Except in
the case of used equipment wholesaling, industry
operators must establish a supply contract with a
manufacturer before building an inventory and beginning
operations. Obtaining such a contract can be difficult,
especially regarding industry equipment manufacturers
that grant the rights to wholesale their brand of equipment
to a sole wholesaler within a specific geographic area. In
such cases, prospective entrants into the industry must be
able to convince an equipment manufacturer that they
would be able to wholesale its products more efficiently
and on a larger scale than an already-established player.
Given the large amount of time required to re-establish a
supply chain, this is unlikely to occur. Establishing a
supply contract with machinery and equipment
manufacturers that do not grant such exclusive contracts,
while easier, remains difficult, as wholesalers must be
able to endure the large short-term purchase costs
associated with industry products prior to selling these
products to downstream markets. However, the industry's
relatively low-to-medium level of capital intensity reduces
the start-up cost burden for prospective entrants into the
industry, making entry challenging yet not wholly
impossible.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Mining, Oil and Gas Machinery Wholesaling industry in Canada is characterized by a low level of globalization.
The majority of industry operators consist of small, domestically owned companies operating at a regional level,
while the majority of products sold by industry operators are manufactured in the domestically located factories of
foreign-owned companies, such as Caterpillar Inc., the Halliburton Company, Schlumberger Limited and National
Oilwell Varco Inc. Moreover, almost all of the industry's downstream clients are domestic mineral, oil and gas
extraction operations. As a result, Canada remains a lucrative source of revenue generation for major companies.
As a result, the vast majority of operators operate regionally within just Canada. However, many larger industry
players maintain operations in other countries as well.
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Major Companies

Major Players Finning International Inc.

Market Share: 5.8%

  First founded in 1933 and headquartered in Vancouver, Finning International Inc. (Finning) is the world's largest
dealer of Caterpillar Inc.'s (Caterpillar) machinery and equipment. Finning employs nearly 12,000 workers across
Canada, Chile, Argentina, Bolivia, Uruguay, the United Kingdom and Ireland, an estimated 4,500 of which are
employed in Canada. Finning's dominant market by far is Canada, which generates over half of total company
revenue. Within Canada, Finning operates in Alberta, British Columbia, the Yukon, Saskatchewan, the Northwest
Territories and Nunavut. In particular, Finning is most notable for being the world's largest Caterpillar dealer.

The company participates in this industry through its sales of used and new Caterpillar equipment and machinery. It
also provides repair services and product support, with product support generating more than half of the company's
revenue, although revenue from these activities is not industry-relevant. In addition to purchasing machinery,
downstream buyers often enter into a contract with Finning that pays the company to train buyers on how to use the
machinery, as well as how to service and maintain it throughout the product's lifecycle or the length of the contract.
The company generated $7.8 billion in total revenue across all operating segments in 2020 (latest data available).

Overall, Finning has sought to grow both organically and through strategic acquisitions, though its performance was
significantly affected by plummeting oil and other commodity prices during the first half of the five-year period, which
deteriorated as a result. To combat this, Finning employed a strategy of restructuring its facilities network. This
included closing locations and reducing Finning's global workforce. The company also engaged in acquisition activity
to bolster business in a difficult selling environment by purchasing numerous Caterpillar dealerships and businesses
to increase its inventory and its presence in Canada. This is in addition to an acquisition of 4Refuel Canada LP and
4Refuel US LLC, two companies that provide mobile on-site refuelling services in North America, which was officially
completed in February 2019.

Financial performance

Finning's industry-relevant revenue is expected to expand an annualized 2.3% to $613.6 million over the five years
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to 2021. While Finning's repertoire of clients ranges from large and small construction companies to entire
municipalities, the company's largest industry-relevant downstream market is mining operations, including oil and
natural gas companies, such as oil sands, copper and coal extraction companies. As with the industry as a whole,
Finning's operations were strongly affected by the decline in demand for energy and other commodities during the
downturn in both 2015 and 2016, causing revenue to fall substantially leading into the period. However, as world oil
prices recovered in 2017, so did revenue. Nevertheless, due to the COVID-19 (coronavirus) pandemic once again
devastating the domestic mining sector and commodity prices more generally, IBISWorld estimates that the
company's revenue will experience a reversal of this trend of recovery in 2020. Yet, as a result of Finning's strong
recovery following the 2015 downturn in particular, the company's operating profit, measured as earnings before
interest and taxes, is estimated by IBISWorld to rise an annualized 15.5% over the five years to 2021, reaching
$33.1 million. The company's operating profit is expected to be protected from a more significant downturn
compared with revenue.

 
Finning International Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 548.0 N/C 16.1 N/C
2017 598.9 9.3 37.5 132.9
2018 821.3 37.1 49.7 32.5
2019 863.5 5.1 46.9 -5.6
2020 482.8 -44.1 30.5 -35.0
2021 613.6 27.1 33.1 8.5

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies SMS Equipment Inc.

  Market Share: 3.3%
  Headquartered in Acheson, AB, SMS Equipment Inc. (SMS) was formed in May 2008 through the merger of three

Canadian equipment dealers, which include Federal Equipment, Coneco Equipment and Transwest Mining
Systems, each of which had been operating separately as private companies for decades. SMS has offices across
nearly every province in Canada, offering a broad range of equipment for sale or rent. Its primary downstream
markets are the construction, forestry, mining and utility industries. In addition to the company's extensive suite of
product and repair part offerings, SMS also offers an array of services including custom manufacturing, field services
and training and maintenance programs. In particular, SMS is known for being the largest Komatsu Limited dealer in
Canada, though it also maintains relationships with over a dozen other brands. SMS employs an estimated 2,000
workers. While its status as a private company means that its revenue figures are not publicly available, IBISWorld
estimates that the company's industry-relevant revenue will reach $352.7 million in 2021, corresponding to a market
share of 3.3%.

Toromont Industries Ltd.

  Market Share: 3.3%
  Founded in 1961 and headquartered in Concord, ON, Toromont Industries Ltd. (Toromont) is one of the largest

distributors of Caterpillar Inc. (Caterpillar) machinery and equipment in North America. The company employs an
estimated 6,000 workers at 150 locations in North America. Although a significant amount of Toromont's revenue is
derived from its Canada-specific sales, these sales do not encompass revenue generated through product support
or equipment rentals, as these are not industry-relevant. However, it is worth noting that these segments do
comprise a sizable portion of the company's Canadian operations. Furthermore, only a small segment of the
company's new and used equipment sales are actually specific to the industry.

Toromont comprises two main operating segments, which are CIMCO and the Equipment Group. Through CIMCO,
Toromont designs, builds, installs and repairs industrial and recreational refrigeration systems. Toromont wholesales
and rents out construction, forestry and mining equipment, as well as other heavy machinery through its Equipment
Group business segment. Toromont managed to come out of this difficult period more strongly compared with many
other companies in the industry, however, most likely due to it becoming the sole authorized Caterpillar dealer for
Quebec, Western Labrador and the Maritimes in 2017, which aided in boosting sales. IBISWorld anticipates
Toromont's industry-relevant revenue to reach $355.4 million in 2021, with a market share of 3.3%.

NOW Inc.

  Market Share: 2.5%
  Headquartered in Texas, NOW Inc. (NOW) offers a range of machinery for oil and gas extraction companies. NOW

operated under the name CE Franklin until 2012, when its primary shareholder Schlumberger Limited
(Schlumberger) approved the company's sale to National Oilwell Varco Inc. (NOV) for $240.0 million. Shortly
thereafter, NOV also acquired Wilson International, another high-profile industry player. In May 2014, NOV spun off
its machinery and equipment distribution business. This business became known as NOW, a publicly traded,
independent company that currently manages over 195 locations in over 20 countries across the globe, employing
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over 2,500 workers in 2020 (latest data available). Although the majority of the company's operations take place in
the United States, DistributionNOW has a significant presence in Canada, operating 22 locations in the oil-rich
provinces of Alberta and Saskatchewan that service energy exploration, production and drilling businesses.
IBISWorld forecasts DistributionNOW's industry-relevant revenue to total $264.5 million in 2021, reflecting a 2.5%
market share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Mining, Oil and Gas Machinery Wholesaling industry in
Canada exhibits a moderate level of capital intensity, with
the average industry operator spending an estimated $0.14
on capital in 2021 for every $1.00 spent on wages. Capital
costs can vary quite drastically for operators in the industry
with different sizes and product focuses. For industry
operators that wholesale unusually large or heavy pieces of
equipment, which can require expensive and specialized
transportation devices to be safely moved, capital costs
can be higher. The majority of oil and natural gas
machinery is difficult to transport for this reason.
Additionally, larger operators are often required to invest
more in land, buildings, vehicles and equipment to stock
and transport a higher volume of goods than smaller
companies. This also serves to boost capital expenditure,
as this industry contains a much higher proportion of larger
businesses compared with many other wholesaling
industries, explaining the increase in the industry's level of
capital intensity over the five years to 2021, as operators
spent $0.13 on capital in 2016 for every $1.00 dollar spent
on labour. Conversely, many types of mining machinery,
e.g. draglines and portable drilling rigs, can be transported
without aide (as they are vehicles themselves) or moved
relatively easily, which makes capital investment in
transportation lower for operators that choose to focus on
product sales in those categories.

While capital intensity relative to other wholesalers is high
for this industry, it is still moderate and relatively stable as
a whole due to the industry's reliance on labour, which
helps restrain capital intensity. Labour costs, comprising an
estimated 9.6% of revenue in 2021, is essential to the
industry's success as it is required to manage equipment
inventories, organize and transport shipments of goods and
develop and maintain relationships with suppliers and
buyers of industry products. Industry employees are crucial
in seeking out potential clients and working with them to
determine their needs and negotiate a mutually beneficial
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deal between the buyer and the seller. This task has
largely remained manual, as the interpersonal skills
necessary in maintaining these relationships cannot be
replicated by technology more broadly or artificial
intelligence more specifically. Moreover, relationships must
be built with suppliers to ensure a favourable price for the
goods acquired. The necessity of these manual tasks
keeps capital intensity moderate, even though it is higher
than many other wholesalers due to the size of the
industry's products.

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.

Very Low Ease of Entry Very
Unlikely

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

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

Low Market
Concentration

Unlikely 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.

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

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

Overall, operators in the Mining, Oil and Gas Machinery Wholesaling industry
in Canada do not experience disruptions to their range of operations due to
technological advances in competing industries.

This is primarily because external competition from this industry is extremely limited to begin with. Since all mining, oil and
gas operations must use the equipment sold by the industry to operate. As a large portion of this equipment is also
purchased from the wholesalers that operate in this industry, it is very unlikely that other industries would offer product
substitutes to the point where operators' revenue streams would be negatively affected. Furthermore, this industry operates
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largely on a contract basis regarding its relationship with major upstream manufacturing processes and plants, as some
manufacturers will grant specific wholesalers the exclusive right to distribute their products within a defined geographical
area. Nevertheless, the industry does endure some competition from manufacturers that not only create mining, oil and gas
machinery equipment, but also distribute it themselves, effectively cutting the industry's wholesalers out of the process.
Advances in supply chain management systems and software have permitted some manufacturers to also become
distributors over the five years to 2021. However, this is not widespread enough to affect the industry at large.

The level of technology change is    Medium

  There is a moderate level of technological change in the Mining, Oil and Gas
Machinery Wholesaling industry in Canada.

As new types of machinery and equipment are developed and sold via wholesalers, industry operators must ensure that
they have in their inventories a full portfolio of up-to-date machinery to sell to downstream customers that stay abreast of
industry-relevant technological advancement. While much of the advancement in technology comes directly from the
manufacturers, industry operators must make sure that they have the latest equipment available with which to maintain and
transport such equipment. Many rig components and drills have grown in size over the five years to 2021, which has
prompted operators to seek out transport vehicles that can handle increased tonnage to move these products.
Consequently, technological change in this industry tends to follow trends in technological change for manufacturers.

More significantly, industry operators are making greater use of technology to organize and maintain their inventories and
supply chains from within. Fully automated inventory control systems record wholesaler inventories, manage deliveries,
assess customer credit ratings and generate invoices. Successful equipment wholesalers must make use of such systems
to lower their costs in line with competitors and to minimize the risk of damaging inventories or making mistakes in filling out
orders. Such technologies are expected to play an increasing role in industry operations in the future as information
technology continues to develop.

Revenue
Volatility

The level of volatility is    High

  The Mining, Oil and Gas Machinery Wholesaling industry in Canada is subject
to a high level of revenue volatility.

This is due to the industry's dependence on global commodity prices, which can fluctuate tremendously and unpredictably
and therefore affect industry downstream demand, which comes from the mining, oil and gas extraction industries.

A glut in the supply of oil shortly before the beginning of the reporting period and leading into the period ultimately
discouraged further oil exploration over the five years to 2021, thereby reducing downstream demand from oil drilling and
extraction companies and leaving them with less resources to invest in new oil and gas machinery and equipment.
Moreover, although many commodity prices largely recovered over the course of the past five years overall, the COVID-19
(coronavirus) pandemic has once again caused many commodity prices to experience sharp declines, devastating both the
mining and oil drilling sectors. This includes the world price of crude oil, which has grown an annualized 6.6% over the five
years to 2021, is also expected to shrink 32.7% in 2020 specifically. To this end, industry revenue is fairly volatile. During
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the five-year period, industry revenue has decreased as much as an estimated 18.0% in 2020 and increased as much as a
forecasted 20.7% in 2021, fluctuating an average of 14.9% year-over-year.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

Much of the mining sector in Canada is highly regulated, as is the oil and
natural gas sector.

For example, the industry's downstream oil drilling and extraction clients must obtain exploration licences and production
leases and comply with numerous environmental and public safety regulations. Specific ordinances have been put in place
by the Canadian government under the Oil and Gas Occupational Safety and Health Regulations (OGOSHR) to ensure that
these hazardous environments are as safe as possible. However, while there are no specific government policies or
regulations aimed at the regulation of the Mining, Oil and Gas Wholesaling industry in Canada, all operators must comply
with federal and provincial laws that are applicable to all Canadian businesses.

These laws include minimum wage statutes, federal labour standards, the Environmental Protection Act and the
Competition Act, the latter of which aims to encourage marketplace competition in Canada and guard against the
perpetuation of anticompetitive practices in the marketplace writ large. Industry operators must also register their
businesses prior to beginning operations. The New West Partnership, an agreement fully implemented in July 2013 that
seeks to greater integrate the economies of Alberta, British Columbia and Saskatchewan, has streamlined much of the
bureaucratic framework between the three provinces, easing the regulatory burden on mining, oil and gas machinery
wholesalers operating in these provinces. This agreement is particularly beneficial to the industry as a whole, as the
majority of the industry's wholesalers are located in these provinces. All equipment sold by the industry must also meet
OGOSHR regulations to ensure that faulty or potentially dangerous products are not used by downstream consumers.

Industry
Assistance

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

The Mining, Oil and Gas Machinery Wholesaling industry in Canada does not
receive direct government assistance on the part of the federal or provincial
governments.

Given that operators wholesale both domestically produced and imported machinery and equipment, the industry is also
relatively unaffected by tariffs on the products it sells. The industry does, however, indirectly benefit from some government
policies. For example, both federal and provincial governments provide subsidies to and permit operators in the oil and gas
industry to claim tax deductions and other special tax exemptions. Tax breaks such as these grant downstream oil
extraction companies more financial freedom, encouraging the purchase of more oil machinery and equipment to the
benefit of the domestic Mining, Oil and Gas Machinery Wholesaling industry. In addition, the industry receives some direct
support from associations such as the Associated Equipment Distributors, which lobby industry interests to the relevant
government bodies, offer networking and informational events and conduct public relations work for the benefit of the
industry.

Nevertheless, as a result of the recent effects of the COVID-19 (coronavirus) pandemic on the Canadian economy, the
federal government passed the COVID-19 Economic Response Plan beginning in March to assist various businesses
across Canada whose operations have been negatively. More specifically, this includes the industry's operators, in addition
to the broader wholesale sector that has reported a notable decline in overall sales following the emergence and
proliferation of coronavirus within Canada. To this end, operators wishing to offset the detrimental effects of the pandemic
on their business operations have a host of new options available to them when it comes to receiving government
assistance. For instance, mining, oil and gas machinery wholesalers can apply for the Canada Emergency Wage Subsidy
(CEWS). Under the CEWS, the federal government commits to covering up to 75.0% of an employee's wages for all eligible
employers. This initiative seeks to enable operators to not only rehire employees that were laid off due to the pandemic, but
also to avoid instituting layoffs in the first place.

In addition, the Canada Emergency Business Account provides industry operators with interest-free loans up to $40,000 for
qualifying small businesses, to help cover operators' costs during a period of reduced operating revenue due to the
coronavirus. Since well over half the industry's companies are small, with 71.3% of operators employing under 10
individuals, many industry operators may qualify for these loans, further assisting them in protecting their respective
businesses during a time of a global pandemic.
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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 crude oil

($US per
barrel)

2012 9,601 1,586 1,130 670 12,333 N/A N/A 1,003 N/A 120
2013 9,673 1,584 1,127 670 13,434 N/A N/A 1,066 N/A 117
2014 9,372 1,507 1,172 680 12,884 N/A N/A 1,011 N/A 106
2015 8,486 1,468 1,171 690 12,508 N/A N/A 1,039 N/A 56.3
2016 8,703 1,402 1,118 688 11,976 N/A N/A 935 N/A 47.1
2017 8,988 1,467 1,103 685 11,990 N/A N/A 988 N/A 56.6
2018 9,912 1,556 1,112 676 12,332 N/A N/A 1,011 N/A 72.0
2019 10,772 1,641 1,043 657 12,816 N/A N/A 1,039 N/A 63.6
2020 8,839 1,244 986 637 11,312 N/A N/A 904 N/A 42.5
2021 10,670 1,573 968 617 12,625 N/A N/A 1,026 N/A 59.0
2022 10,903 1,603 961 612 12,771 N/A N/A 1,040 N/A 59.2
2023 11,008 1,615 949 604 12,826 N/A N/A 1,046 N/A 58.5
2024 11,075 1,623 938 597 12,874 N/A N/A 1,050 N/A 58.2
2025 11,166 1,635 929 590 12,943 N/A N/A 1,056 N/A 58.4
2026 11,258 1,647 918 583 13,000 N/A N/A 1,062 N/A 58.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of crude oil

(%)
2012 -11.8 -12.4 2.16 0.00 -13.5 N/A N/A -14.1 N/A -0.34
2013 0.74 -0.15 -0.27 0.00 8.92 N/A N/A 6.34 N/A -2.51
2014 -3.12 -4.86 3.99 1.49 -4.10 N/A N/A -5.17 N/A -9.35
2015 -9.46 -2.59 -0.09 1.47 -2.92 N/A N/A 2.71 N/A -46.7
2016 2.55 -4.48 -4.53 -0.29 -4.26 N/A N/A -10.0 N/A -16.4
2017 3.27 4.65 -1.35 -0.44 0.11 N/A N/A 5.63 N/A 20.2
2018 10.3 6.00 0.81 -1.32 2.85 N/A N/A 2.41 N/A 27.2
2019 8.67 5.46 -6.21 -2.82 3.92 N/A N/A 2.76 N/A -11.7
2020 -18.0 -24.2 -5.47 -3.05 -11.7 N/A N/A -13.0 N/A -33.2
2021 20.7 26.4 -1.83 -3.14 11.6 N/A N/A 13.4 N/A 38.8
2022 2.18 1.91 -0.73 -0.82 1.15 N/A N/A 1.36 N/A 0.33
2023 0.96 0.76 -1.25 -1.31 0.43 N/A N/A 0.53 N/A -1.19
2024 0.60 0.48 -1.16 -1.16 0.37 N/A N/A 0.42 N/A -0.52
2025 0.82 0.75 -0.96 -1.18 0.53 N/A N/A 0.59 N/A 0.34
2026 0.82 0.72 -1.19 -1.19 0.44 N/A N/A 0.51 N/A 0.68

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 16.5 N/A N/A 778 10.4 10.9 81,302
2013 16.4 N/A N/A 720 11.0 11.9 79,373
2014 16.1 N/A N/A 727 10.8 11.0 78,485
2015 17.3 N/A N/A 678 12.2 10.7 83,043
2016 16.1 N/A N/A 727 10.7 10.7 78,056
2017 16.3 N/A N/A 750 11.0 10.9 82,360
2018 15.7 N/A N/A 804 10.2 11.1 82,006
2019 15.2 N/A N/A 841 9.65 12.3 81,094
2020 14.1 N/A N/A 781 10.2 11.5 79,950
2021 14.7 N/A N/A 845 9.62 13.0 81,259
2022 14.7 N/A N/A 854 9.54 13.3 81,427
2023 14.7 N/A N/A 858 9.50 13.5 81,514
2024 14.7 N/A N/A 860 9.48 13.7 81,552
2025 14.6 N/A N/A 863 9.46 13.9 81,596
2026 14.6 N/A N/A 866 9.43 14.2 81,654

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Associated Equipment Distributors
http://www.aednet.org

The Mining Association of Canada
http://www.mining.ca

Canadian Association of Oilwell Drilling Contractors
http://www.caodc.ca

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

Industry Jargon BENEFICIATION
A process by which valuable minerals are extracted from ore, leaving unusable material aside for discard.

CLASSIFIER
Machinery used to separate valuable ores and minerals from other particles within a liquid mixture.

CONTINUOUS MINING MACHINE
A machine that rips coal or other minerals from a mine wall, which it then collects and loads onto a conveyor belt in
one continuous operation.

EXCAVATOR
A piece of heavy construction equipment with a shovel or bucket attached to its front. Used to dig and move earth
and other materials.

ORE DRESSING
The process of separating valuable minerals from their ores. Also known as mineral dressing or processing.

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

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

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

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

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
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