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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 spread of COVID-19 (coronavirus) is expected to increase revenue volatility over the five years to 2020 by
causing a significant decline in industry revenue in 2020.

· The coronavirus pandemic is expected to alter downstream demand for industry products, particularly from
downstream industrial markets.

· The spread of coronavirus is also forecast to harm industry profit by increasing operating costs for operators while
simultaneously limiting downstream demand.

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 Industrial machinery and equipment wholesalers in this industry primarily distribute specialized machinery,

equipment and related parts used in manufacturing, extraction and warehousing industries.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Wholesaling general-purpose industrial machinery and equipment

Performing service and labour on equipment and machinery

Wholesaling oil-well machinery and equipment

Wholesaling material-handling machinery and equipment

Wholesaling metalworking machinery and equipment

Wholesaling food-processing machinery and equipment

Wholesaling hydraulic and pneumatic equipment and machinery

Wholesaling other industrial machinery and equipment

The major products and services in this industry are:

General-purpose industrial machinery and equipment

Materials handling equipment

Other industrial machinery and equipment

Metalworking machinery and equipment

Food processing machinery

Hydraulic and pneumatic machinery and equipment
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Supply Chain

SIMILAR INDUSTRIES

Metal Wholesaling in Canada Tool & Hardware Wholesaling in
Canada

Construction & Forestry
Equipment Wholesaling in
Canada

Farm, Lawn & Garden Equipment
Wholesaling in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Industrial Machinery & Equipment
Wholesaling in the US

Industrial Supplies Wholesaling in
the US

Safety Equipment & Supplies
Distributors

Mining and Industrial Machinery
Wholesaling in Australia

Machine Tool Wholesaling in the
UK

Safety Equipment & Supplies
Wholesaling in the UK

Industrial and Mining Machinery
Wholesaling in New Zealand
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Industry at a Glance
Key Statistics

$21.9bn
Revenue

Annual Growth

2015–2020

-0.8%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

 

$1.8bn
Profit

Annual Growth

2015–2020

-3.0%

  Annual Growth

2015–2020

 

8.4%
Profit Margin

Annual Growth

2015–2020

-1.0pp

  Annual Growth

2015–2020

 

4,349
Businesses

Annual Growth

2015–2020

-2.3%

Annual Growth

2020–2025

0.6%

Annual Growth

2015–2025

 

54,681
Employment

Annual Growth

2015–2020

-1.4%

Annual Growth

2020–2025

2.6%

Annual Growth

2015–2025

 

$4.3bn
Wages

Annual Growth

2015–2020

-2.2%

Annual Growth

2020–2025

2.9%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-0.5%
Demand from wholesale trade,
durable goods

4.9%
World price of steel

-3.1%
Aggregate private investment

-4.0pp
Industrial capacity utilization

-0.1pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady

 

Key Trends

 Steady growth in industrial capacity utilization and demand
from manufacturing contributed to revenue growth

 Consumers have increasingly shifted the methods in which
they search for new wholesalers and product lines

 Increased merger and acquisition activity has enabled
industry operators to break into a new product segment

 Developments in downstream markets will likely translate to
increased demand for industrial machinery

 In regard to external competition, disintermediation is
expected to continue within this industry

 Larger industry operators are expected to continue moving
into niche product lines

 Declining industry profit has resulted in some operators
leaving the industry altogether
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  World price of steel

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Performance Drivers

  Industrial capacity utilization
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Executive Summary Fully equipped: Improving corporate profit may attract new entrants,
supporting industry wage growth

The Industrial Machinery and Equipment Wholesaling industry in Canada distributes a variety of products for
multiple industries. These products include hoists, forklifts, diesel engines, pipes and valves. Despite the variety of
product offerings, success in the industry is ultimately dependent on industrial and manufacturing activity in Canada.
Industry revenue has decreased at an annualized rate of 0.8% to $21.9 billion over the five years to 2020. This
forecast decline is primarily the result of the COVID-19 (coronavirus) pandemic, which is expected to cause a
dramatic decline in industrial capacity utilization, aggregate private investment and corporate profit. As a result of
these expected declines, which are occurring in several important indicators of downstream demand, IBISWorld
expects that industry revenue will decline 11.8% in 2020 alone. However, the industry grew between 2015 and
2019, primarily due to steady growth in demand from the wholesale trade for durable goods and from Canadian
manufacturing. For example, in 2018, industry revenue grew 4.7% due to increased consumer spending, thus
resulting in increased downstream activity that year.

Similarly, industry profit, defined as earnings before interest and taxes, is expected to decline during the period, from
accounting for 9.4% of revenue in 2015 to 8.4% in 2020. This expected decline in profit is attributable to growing e-
commerce sales, which have increased the level of disintermediation in the industry and lower product prices as a
result of increased competition. Additionally, the coronavirus pandemic is expected to increase transportation costs
for operators and limit downstream demand from industrial and manufacturing markets, which should harm
profitability. The decline in industry profit has resulted in some operators leaving the industry as result, with the
number of industry enterprises declining an annualized 2.3% to 4,349 companies over the five years to 2020.

Over the five years to 2025, downstream demand conditions are expected to improve amid a forecast improvement
in the general economy. Additionally, important indicators of downstream activity, such as industrial capacity
utilization and corporate profit, are expected to improve over the next five years. This is also expected to driver
further operator investment in logistic and labour-saving technologies, which should also aid industry profit growth.
This improved industry outlook may attract some new entrants and fuel growth in industry wages and employment.
Thus, IBISWorld expects industry revenue to grow an annualized 4.0% to $26.7 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Industrial capacity utilization

This industry is dependent on demand from downstream manufacturing markets, especially for products such as
engines, pumps and compressors. The industrial capacity utilization index is a ratio of actual industrial output to
potential full capacity output, and is a broad measure of activity in the manufacturing, mining and utility sectors. As
industrial capacity utilization increases, demand for industrial machinery and equipment generally rises. Industrial
capacity utilization is expected to decrease in 2020, posing a potential threat to the industry.

 

Aggregate private investment

Aggregate private investment includes spending by individuals and businesses on physical structures, equipment
and software. Relevant to this industry, aggregate private investment includes investment in machinery and
equipment and excludes investment in structures. As industry-relevant investments in equipment and machinery
increase, demand for industry products will also likely climb. Aggregate private investment is expected to decrease
in 2020.

 

Demand from wholesale trade, durable goods

Other wholesalers represent a significant market for this industry's goods and services, as wholesalers carry vast
inventories and commonly demand material-handling equipment, such as forklifts. Demand from wholesale trade is
expected to decrease in 2020.

 

Overnight rate

The overnight rate is the rate at which major financial institutions can borrow from and lend funds to one another in
the short term. A low interest rate encourages investment by companies and consumers alike as access to credit
becomes less expensive. Therefore, low interest rates encourage investors to invest in new machinery and
equipment, while also increasing industry revenue. The overnight rate is expected to decrease in 2020, representing
a potential opportunity for the industry.

 

World price of steel

Steel is a prominent input for many of this industry's products. When steel prices rise, purchase costs for
wholesalers increase accordingly, as manufacturers pass on these higher input costs to wholesalers. If industry
wholesalers cannot pass these price hikes on to downstream markets, industry profit on subsequent resale activity
will likely suffer. In 2020, the world price of steel is expected to decrease.
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Current
Performance

The Industrial Machinery and Equipment Wholesaling industry in Canada
distributes a wide range of products, from belts, hoses, valves and
fasteners to food processing equipment.

The industry also supplies material-handling equipment, such as hoists and forklifts and metalworking machinery, in
addition to power equipment, such as diesel engines and pumps. Despite this diversity, industry revenue is largely
determined by the level of manufacturing activity and industrial output in the Canadian economy, which can be
volatile. IBISWorld estimates that industry revenue has declined an annualized 0.8% to $21.9 billion over the five
years to 2020, including a forecast decline of 11.8% in 2020 alone. The industry has endured intense internal
competition during the period, which has increased the prevalence of price competition and competition on the basis
of customer satisfaction. Additionally, the COVID-19 (coronavirus) pandemic has altered the operating landscape by
lowering downstream demand for industry products and increasing transportation costs for many industry operators.
As a result, industry profit, defined as earnings before interest and taxes, is expected to fall as a share of revenue,
from accounting for 9.4% of revenue in 2015 to 8.4% in 2020.

DOWNSTREAM ACTIVITY

Early during of the period, industry revenue had stagnated, largely due to
the steep decline in the world price of oil, which is a key driver of
downstream demand for customers in a variety of industries.

However, between 2016 and 2019, global oil prices grew and fuelled growth in demand from downstream markets.
Additionally, steady growth in industrial capacity utilization and demand from manufacturing during most of the
period contributed to overall revenue growth between 2015 and 2019. Still, the significant forecast contraction in
industry revenue in 2020 as a result of the coronavirus pandemic is expected to outweigh the growth experienced
between 2015 and 2019 and result in an overall decline in industry revenue. The large expected decline in industry
revenue has been reinforced by important drivers of industry performance also falling, such as industrial capacity
utilization and corporate profit, which are likely to decline 9.4% and 22.6%, respectively in 2020. A decline in
industrial capacity utilization puts downward pressure on industry profit because it signals diminishing demand from
one of the industry's key downstream markets. Additionally, demand for maintenance and replacement services
provided by operators will also likely decrease, as equipment is expected to experience less wear and tear.

SHIFTING CONSUMER TRENDS AND BEHAVIOURS

Over the five years to 2020, online channels have become an increasingly
significant revenue segment for industry operators.
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For example, according to a 2017 survey by United Parcel Service of America Inc. (UPS), 75.0% of industrial buyers
bought industry-relevant products online (latest data available). The prevalence of e-commerce has increased due
to the coronavirus pandemic, as quarantine measures and closures have forced some consumers to shop almost
exclusively online. The evolution of this trend has been experienced across the retail and wholesale sectors, and is
also expected to continue. This trend has also increased wholesale bypass for industry products by enabling
downstream consumers to connect directly with manufacturers, which has been a negative influence on industry
revenue.

Consumers have also increasingly shifted the methods in which they search for new wholesalers and product lines.
According to the same 2017 UPS study, both the company website and online search engines were the two most
used resources when customers were conducting research on a new supplier or product. The study further stated
how different age demographics have different buying tendencies. Millennial buyers typically purchase a higher
proportion of industry goods online, while older generations still buy most of their goods from wholesalers. As a
result, wholesalers have made increased investments in their online presence over the past five years. Primarily,
these investments were made in regard to search engine optimization, to attract new customers, improve the
website or to enhance the buyers' experience. Still, online platforms ultimately increase opportunities for
disintermediation and incentivize operators to prioritize customer loyalty at all costs.

INCREASING MERGER AND ACQUISITION ACTIVITY

The number of industry companies has decreased at an annualized rate of
2.3% to 4,349 enterprises over the five years to 2020.

Moreover, the industry experienced increased merger and acquisition activity during the period. Industry merger and
acquisition activity has historically been high, as WW Grainger Inc., a US-based company and broadline distributor
of industrial equipment, purchased Canada's largest industry operator, Acklands, in the 1990s. Together, the
companies operate in Canada under Acklands-Grainger Inc. Major acquisitions over the past five years include US-
based Applied Industrial Technologies Inc.'s (AIT) purchase of Seals Unlimited in 2016.

Increased merger and acquisition activity has enabled industry operators to break into a new product segment via
an established brand. Established brands tend to have a significant number of clients, and it may be easier to
acquire a competitor rather than spend on business development initiatives to win new customers organically. Other
acquisitions are done in an attempt to increase economies of scale, thereby lowering per-unit purchasing costs and
creating an opportunity for higher profit. Reducing purchasing costs has become increasingly important to operators
over the past five years due to significant volatility in the general economy, which has made some operators more
susceptible to downturns in demand. Fortunately for operators, the expected closure of some industry
establishments is expected to reduce industry employment and lead to a decrease in industry wages. Thus, industry
wages have declined an annualized 2.2% to $4.3 billion over the five years to 2020. Still, industry wages remain a
significant share of revenue since operators must maintain a skilled and knowledgeable staff for maintenance and
repair, sales and customer relations. This is because products and equipment sold by industry wholesalers require a
great deal of technical expertise, and securing contracts with downstream markets is a key factor to industry
success.
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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)

Industrial
capacity

utilization
(Index)

2011 22,724 6,121 6,887 5,148 52,296 N/A N/A 3,779 N/A 81.3
2012 22,898 6,744 6,697 4,983 56,239 N/A N/A 4,416 N/A 81.0
2013 21,871 6,910 6,656 4,936 58,769 N/A N/A 4,544 N/A 81.0
2014 22,608 7,110 6,749 4,986 59,397 N/A N/A 4,551 N/A 82.3
2015 22,765 7,187 6,638 4,885 58,625 N/A N/A 4,783 N/A 80.3
2016 22,273 6,735 6,541 4,910 55,799 N/A N/A 4,274 N/A 79.1
2017 23,193 7,145 6,457 4,839 56,131 N/A N/A 4,536 N/A 81.5
2018 24,285 7,411 6,408 4,790 58,514 N/A N/A 4,704 N/A 83.0
2019 24,818 7,508 6,152 4,578 59,425 N/A N/A 4,697 N/A 81.8
2020 21,896 6,389 5,818 4,349 54,681 N/A N/A 4,287 N/A 74.1
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Industry Outlook
Outlook Over the five years to 2025, revenue for the Industrial Machinery and

Equipment Wholesaling industry in Canada is expected to grow due to
improved economic conditions, which should result in growth in
industrial production and in demand of durable goods from wholesale
trade.

Additionally, corporate profit is expected to grow an annualized 8.3% over the next five years, which should increase
investment in the improvement or replacement of existing equipment by downstream businesses. As a result,
industry revenue is expected to grow an annualized 4.0% to $26.7 billion over the five years to 2025. Alongside
improved economic conditions, industry profit, defined as earnings before interest and taxes, is expected to grow
from accounting for 8.3% of industry revenue in 2020 to 9.5% in 2025. This expected profit growth may be aided by
a forecast increase in the world price of steel, which may enable operators to increase product prices during the
outlook period.

DOWNSTREAM GROWTH

Additionally, developments in downstream markets will likely translate to
increased demand for industrial machinery at the wholesale level.

For example, demand from metalworking machinery, which includes manufacturing, metal cutting and forming
machine tools, is forecast to grow. This is due to expected growth in domestic industrial activity, which influences
revenue generated by the Metalworking Machinery Manufacturing industry (IBISWorld report 33351CA). Also,
demand from chemical product manufacturing is expected to increase over the next five years as chemical product
exports to the United States are expected to rise, which should increase the need for new equipment and machinery
to keep up with demand. An expected increase in the price of natural gas will also likely result in increased demand
for industry products, as many consumers of industry products require sufficiently high commodity prices to justify
investment in industry products, such as pipes and diesel engines.

INCREASED INTERNAL AND EXTERNAL COMPETITION

Over the five years to 2020, industry operators have shifted their business
models from brick-and-mortar stores to online since most consumers
prefer the convenience and increased product availability that a company
website provides.

A well-functioning online catalogue has become a key differentiator for industry operators, and this trend is expected
to continue moving forward. While larger industry operators have already implemented online stores for their clients,
smaller industry operators are expected to follow suit or endure the threat of reduced sales. Furthermore, small
operators can potentially increase their product lines by drop shipping, in which a company does not keep the
product it sells in stock, but instead purchases it from the manufacturer and ships straight to the customer.

In regard to external competition, disintermediation, which is when consumers purchase directly from manufacturers,
effectively removing the wholesaler from the process, is a trend that is expected to continue within this industry. This
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trend will likely be exacerbated by the continued growth of e-commerce sales, which provide manufacturers a
greater opportunity to sell goods directly. However, not all manufacturers want to take on the additional role of
selling products. This gives industry operators an opportunity to adjust their business models to changing buyer
trends.

INDUSTRY LANDSCAPE

Forecast revenue growth and healthy downstream demand will likely
increase the need for more industry employees.

Accordingly, IBISWorld expects industry employment to rise at an annualized rate of 2.6% to 62,297 workers over
the five years to 2025. Moving forward, mergers and acquisitions will likely continue to characterize the industry. The
industry's largest operators can lower per-unit purchasing costs and benefit from economies of scale. In addition,
these operators can secure long-term supply, maintenance and repair contracts with key markets, thereby ensuring
a steady stream of revenue. Nevertheless, an anticipated increase in demand for industrial machinery and
equipment wholesaling products will likely be captured by existing industry operators. This favourable outlook is
expected to attract new entrants, and thus, the number of industry enterprises is expected to grow, rising an
annualized 0.6% to 4,471 companies over the five years to 2025.

This industry distributes a vast array of products, from tiny fasteners and food processing equipment to metalworking
machinery. This diversity leaves ample room for wholesalers that have interest in specializing in selling a particular
product to a niche market. However, larger industry operators are expected to continue moving into niche product
lines, making it difficult for small, specialized operators to effectively compete.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Industrial
capacity

utilization
 (Index)

2020 21,896 6,389 5,818 4,349 54,681 N/A N/A 4,287 N/A 74.1
2021 23,591 7,130 5,933 4,418 57,332 N/A N/A 4,519 N/A 77.1
2022 25,233 7,490 6,034 4,478 59,875 N/A N/A 4,742 N/A 79.8
2023 25,792 7,618 6,039 4,477 60,732 N/A N/A 4,818 N/A 79.9
2024 26,269 7,723 6,044 4,474 61,574 N/A N/A 4,889 N/A 80.0
2025 26,655 7,800 6,047 4,471 62,297 N/A N/A 4,949 N/A 80.1
2026 26,367 7,668 5,992 4,430 61,901 N/A N/A 4,913 N/A 80.2
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is dependent on demand from vital downstream markets

IVA is expected to grow at a slower rate than the overall economy

The number of industry enterprises and establishments is expected to decrease over the 10 years
to 2025

The Industrial Machinery and Equipment Wholesaling industry in Canada is in the mature stage of its life cycle.
Industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
increase at an annualized rate of 0.8% over the 10 years to 2025. Meanwhile, Canadian GDP is projected to grow
an annualized 1.8% during the same period. IVA that is increasing at a slower rate than the overall economy is
indicative of an industry in the mature stage of its life cycle.

While revenue is expected to increase during the 10-year period, the number of establishments and enterprises is
forecast to decrease. This can be attributed to volatile segments of this industry. For example, the downturn in
global commodity prices early during the period led to decreased revenue for industry operators that supplied
machinery and equipment to the companies involved in the exploration and extraction of natural resources. As a
result, there was a decrease in the number of establishments and enterprises. In addition, many industry operators,
such as Acklands-Grainger Inc. (Acklands-Grainger), have shifted their business model to a more e-commerce-
focused model, as evidenced by Acklands-Grainger closing 59 branches in Canada in 2017 due to higher online
sales.

Additionally, the trend of offshoring, which is the relocation of the manufacturing process to countries with lower
labour and operational costs, has reduced the market base for industrial machinery and equipment wholesalers. In
response, consolidation activity, mergers and acquisitions have been quite common in recent years.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Wholesale Trade In Canada

Retail Trade In Canada

Public Storage & Warehousing in Canada

Construction In Canada

Manufacturing In Canada

Machine Shop Services in Canada

2nd Tier

Public Administration in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Valve Manufacturing in Canada

Metalworking Machinery Manufacturing in Canada

Forklift & Conveyor Manufacturing in Canada

2nd Tier

Mining In Canada

Products & Services

  GENERAL-PURPOSE INDUSTRIAL MACHINERY AND EQUIPMENT

In the Industrial Machinery and Equipment Wholesaling industry in
Canada, general-purpose machinery includes machinery and equipment
for industrial and manufacturing markets.

Examples include diesel engines, excluding automotive engines, conveyance equipment, pumps, compressors,
valves and other general-purpose machinery used by original equipment manufacturers (OEMs) and industrial
markets. In 2020, this segment is estimated to account for 42.7% of industry revenue, up from 36.8% in 2015.
Expected growth in demand for this product segment over the five years to 2020 has been driven by growth in
Canadian industrial output between 2015 and 2019, which boosted sales of engines, pumps and other equipment
sold by industry operators.

MATERIALS HANDLING EQUIPMENT

Materials handling equipment include hoists, cranes, forklifts, industrial
tractors and other conveyers generally used to move goods in a
warehouse setting.

In 2020, this segment is expected to account for 14.3% of industry revenue, up from 12.4% in 2015. As the materials
handling segment primarily serves the transportation and warehousing industries, demand for materials handling
equipment is subject to shifts in industrial production, construction and domestic and international trade. Over the
five years to 2020, this segment's share of revenue has grown due to rising investments in utilities and
transportation during most of the period, which bolstered demand for warehousing and materials handling
equipment.
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METALWORKING MACHINERY AND EQUIPMENT

In 2020, metalworking machinery and equipment is expected to account
for 12.5% of industry revenue, up from 10.9% in 2015.

Metalworking machinery is primarily purchased by the construction, automobile, durable goods manufacturing and
mining industries. Metalworking machinery and equipment includes all power-operated tools and machinery that are
used for finishing or shaping metal parts that are later used in the manufacturing of other machines. Examples of
products within this segment include drilling bits; hobs; metal refining machinery and equipment; metalworking tools,
such as drills, taps, dies and grinding wheels; tool holders, such as chucks and turrets; twist drills; industrial moulds;
welding machinery; and rolling mill machinery. Expansion in these downstream industries during most of the period
is likely to increase demand for industry products.

HYDRAULIC AND PNEUMATIC MACHINERY AND EQUIPMENT

Hydraulic and pneumatic power machinery and equipment is used to
transfer power from one location to another.

Hydraulic systems use a liquid, such as mineral oil or water, while pneumatic systems use a gas, such as
compressed air. These products include a variety of control valves, solenoid valves, hose assemblies, hose fittings
and other related parts. Demand for this machinery is largely dependent on capital expenditures in the oil, gas and
mining sectors. Consequently, demand has been restricted due to low commodity prices over the past five years. In
2020, this segment is expected to account for 6.4% of industry revenue, down from 8.5% in 2015.

FOOD PROCESSING MACHINERY

Food processing machinery refers to machinery used to manufacture
food.

In 2020, this product segment is expected to account for 4.0% of industry revenue, up from 2.6% in 2015. Common
products wholesaled in this segment include machinery for dairy products manufacturing, bottling machinery and
equipment and other food product machinery. This segment's share of industry revenue is expected to grow moving
forward as a result of growth in the domestic population and forecast growth in the domestic consumer price index
for food, which should fuel downstream demand from food manufactures that experience growth in revenue. In
addition, demand for food processing machinery is expected to increase over the five years to 2025, rising due to
anticipated growth in the Canadian population, consumer spending and food consumption.

OTHER INDUSTRIAL MACHINERY AND EQUIPMENT

The other industrial machinery and equipment segment includes
machinery and equipment that cannot be classified elsewhere.

Other products include power plant equipment, excluding electrical, printing trade machinery, textile and sewing
machinery, woodworking machinery and metal smelting and refinery machinery. In 2020, this product segment is
expected to account for 20.1% of industry revenue, down from 28.8% in 2015. Typically, the nature of this product
grouping has permitted little change in this segment's share of industry revenue. However, revenue generated by
this product segment has fallen over the five years to 2020 because of significant volatility in downstream energy
industries combined with lower demand from lumber industries due to trade disputes and insect infestations. Over
the next five years, energy prices are expected to rebound, which could increase revenue for downstream operators
and increase demand for industry products from this segment.

Demand
Determinants

Operators in the Industrial Machinery and Equipment Wholesaling
industry in Canada commonly distribute power equipment, such as diesel
engines and general-purpose equipment, including pumps, hoses,
compressors and valves, to original equipment manufacturers.

Industry operators also distribute metalworking machinery, oil and gas drilling, refining and transportation equipment
and materials handling equipment to various downstream markets.

Therefore, demand for industry products is dependent on industrial production and fluctuates with shifts in the
business cycle. Indicators of good economic health, such as high employment, consumer spending and corporate
profit, are indicative of adequate consumer demand and should inspire operators to invest in new productive
equipment. In addition, businesses and consumers typically make investments in durable goods when they are
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confident that the economy is improving. Alternatively, during an economic downturn, lower consumer spending and
reduced demand for durable goods result in a decrease in capital investments in machinery and equipment, such as
those provided by industry operators.

Replacement demand

Higher industrial activity leads to higher rates of machinery usage and results in equipment wear. Replacing worn
equipment is a vital component of consumer demand in the industry. Equipment such as engines, compressors and
drilling rig parts are among the components that need to be regularly replaced. Consumers must constantly evaluate
the state of existing equipment and decide whether to purchase new equipment or procure parts for maintenance of
existing equipment. Industry operators benefit from both the replacement and maintenance of industry products by
providing the necessary components for each. This creates cyclical, reliable demand in which industry operators
continuously benefit from the depreciation of industry products and the need to maintain and replace them.

Seasonality

For industry operators that sell machinery and equipment to energy companies, oil and gas exploration and
production activities are seasonal and typically experience a lull in the spring due to thaws and regulatory
restrictions, limiting drill and rig operations during these periods.

Operators also sell machinery and equipment to construction companies. During the winter, construction typically
slows due to extreme temperatures and snowfall, which negatively affects overall sales for equipment. However,
there typically will be a higher need to replacement parts as extreme weather increases the probability of machinery
malfunctioning.

COVID-19

Since demand for industry products is largely dependent on good economic health, the COVID-19 (coronavirus)
pandemic is expected to harm industry performance in 2020. The spread of coronavirus is expected to lower
Canadian GDP and ultimately lower important indicators of downstream demand, such as industrial capacity
utilization, corporate profit and aggregate private investment. These indicators are signals of activity and investment
by downstream operators, which are the primary drivers of demand for industry products. The coronavirus pandemic
is also expected to alter demand for industry products due to quarantine measures and workplace closures that
have been implemented by governments across the globe. Through workplace closures and other quarantine
measures, many downstream businesses have experienced temporary delays and shutdowns in activity, which has
lowered the need to replace or upgrade existing equipment.

Major Markets

  MANUFACTURING

In the Canadian Industrial Machinery and Equipment Wholesaling
industry, manufacturing and industrial markets purchase general-purpose
industrial machinery for assembly processes and supplies to use as raw
inputs from related wholesalers.

This market is expected to account for 56.4% of industry revenue in 2020, up from 55.7% in 2015. However, this
segment's performance has varied over the five years to 2020. A sharp decline in global crude oil prices between
2014 and 2016 dampened business confidence and subsequently, capital investment in Canada. Still, expected
growth in domestic demand from manufacturing during the period has fuelled growth in this market segment
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WHOLESALERS

Other wholesalers form a significant market for this industry, accounting
for an estimated 13.8% of industry revenue in 2020.

Downstream wholesaling companies include specialists, providing specialized goods and services to specific
markets, such as metalworking machinery manufacturers. This segment has remained steady as a share of revenue
over the five years to 2020 as wholesalers have increasingly consolidated, which has decreased the prospective
pool of downstream clientele amid growth in the purchasing power of those remaining operators.

BUSINESSES FOR END USE

This market consists of operators that purchase goods and services as
part of their internal processes and ongoing operations.

In 2020, businesses for end use are expected to account for 14.9% of industry revenue, down from 15.6% in 2015.
Goods purchased are not intended for resale or production, but rather to help maintain existing operations.
Examples include process equipment and material-handling equipment such as hoists and cranes for use in a
factory setting. This market's share of industry revenue is estimated to have slightly decreased over the past five
years alongside a forecast decline in aggregate private investment.

OTHER MARKETS

Other markets are expected to account for 14.9% of industry revenue in
2020, remaining steady as a share of revenue during the period.

Governmental bodies and repair shops are included in this segment. Repair shops' share of revenue has slightly
increased over the past five years, as more companies opted to repair machinery in 2015 and 2016 as opposed to
purchasing new equipment.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Industrial Machinery and Equipment Wholesaling industry in Canada does not directly engage in international
trade, as imports and exports of industrial machinery and equipment are accounted for at the manufacturing level.
Since the industry consists of a range of products, the most relevant upstream manufacturing industries include
Valve Manufacturing in Canada (IBISWorld report 33291CA), Metalworking Machinery Manufacturing in Canada
(33351CA) and Forklift and Conveyor Manufacturing in Canada (33392CA).
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Business
Locations

  In the Industrial Machinery and Equipment Wholesaling industry in Canada, provinces with large populations and high
manufacturing and agricultural production activity tend to have a greater concentration of industry establishments. Therefore, most
industry operators are located in Ontario, Quebec and Alberta.

Ontario

Ontario is expected to account for 38.4% of industry establishments in 2020, and is the most concentrated region for the industry.
According to 2020 figures from Statistics Canada (latest data available), the province accounts for 38.8% of the population in
2020. The province is home to major business and urban centres, which fuels downstream demand for industry products. Industry
operators also benefit from proximity to key downstream manufacturing markets in the region, as automobile manufacturers, such
as General Motors Company, Honda Motor Company Ltd. and Ford Motor Company, as well as auto parts manufacturer Magna
International Inc., have operating facilities in the region. In addition, Ontario has large steel operations, which require metalworking
machinery and equipment commonly sold by operators in the industry.

Quebec

Quebec is expected to account for 20.7% of industry establishments in 2020, which is slightly less than the province's share of the
population. The region is home to downstream aerospace manufacturers and major companies, such as Bombardier Inc. and
Pratt & Whitney Company Inc., which commonly require metalworking machinery, materials handling and other power equipment
provided by this industry.

Alberta

While Alberta contains 11.6% of the Canadian population, it is expected to account for 16.8% of industry establishments in 2020.
Most industry operators are involved in distributing general-purpose and food processing industrial machinery and equipment. In
regard to food processing machinery and equipment, Alberta has a developed agriculture sector and there are many food
processing locations in the province (IBISWorld reports 31161CA and 31122CA).
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Industrial Machinery and Equipment Wholesaling industry in Canada has a low level of concentration and is
highly fragmented. According to 2020 figures from Statistics Canada (latest data available), 61.8% of industry
operators employ fewer than 10 people in 2020. The market's large size and product diversity make it difficult for any
one company to establish more than a 5.0% share of the total market, which indicates low concentration. Industry
operators can offer some or most of the products covered in the industry's definition, but few can provide all, leaving
the field open to companies specializing in niche product lines. Industry concentration has remained low over the
five years to 2020, and the four largest industry operators are expected to collectively account for less than 10.0% of
industry revenue in 2020.

Key Success
Factors

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

Having links with suppliers:
Wholesalers purchase products from suppliers or equipment and machinery manufacturers. Long-term contracts
with suppliers at fixed costs can potentially hedge against price increases, as operators are rarely able to pass price
increases on to customers.

Having a good technical knowledge of the product:
Due to the technical nature of products sold by this industry, salespeople must have good working knowledge of the
items they sell. This knowledge is developed from training or work in related fields, such as engineering or
warehouse management.

Proximity to key markets:
Wholesalers can better serve customers when they can reduce the time between ordering and delivery. Therefore,
being located near a major demand hub, such as an oil exploration field or industrial centre helps ensure prompt
turnaround times.

Having a loyal customer base:
Long-standing relationships between wholesalers and customers are common in this industry. Having a loyal
customer base helps maintain a stable revenue stream because industrial machinery has fixed wear and use rates,
so it must be replaced regularly.

Cost Structure
Benchmarks
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  Profit

Industry profit, measured as earnings before interest and taxes, has
fallen over the five years to 2020, accounting for 8.4% of industry
revenue in 2020, down from 9.4% in 2015. This is primarily attributed to
an increase in disintermediation, which has forced industry operators to
increasingly compete on the basis of price. Furthermore, industry
operators have offered improved postsales services and support to
retain customers, increasing operating expenses. The COVID-19
(coronavirus) pandemic is also expected to harm industry profit, by
reducing demand from downstream consumers while also increasing
costs as a result of operational disruptions caused by quarantine
measures and increased transportations costs.

 

  Wages

In 2020, wage costs are expected to account for 19.6% of industry
revenue, down from 21.0% in 2015. Industry employees need to
possess strong technical and product knowledge. For example, industry
major player Acklands-Grainger Inc. employs product specialists
capable of providing product and safety demonstrations. The company
also offers technical services, such as the repair and maintenance of
manufacturing equipment, which also requires skilled employees. As a
result, the average wage in this industry is high and industry operators
incur significant wage and salary costs.

 

  Purchases

Purchases typically account for the largest share of industry revenue.
Purchase costs are expected to account for 65.3% of industry revenue
in 2020, up from 64.2% in 2015. Products are either imported or bought
from local manufacturers. Prices for industrial machinery and
equipment, in turn, are dependent on the costs of raw material inputs,
such as steel. Over the five years to 2020, expected growth in the world
price of steel is expected to cause growth in this segment's share of
industry revenue.

 

  Marketing

Marketing can be a differentiator among industry operators. As buyer
trends have shifted from brick-and-mortar stores to online, marketing
efforts have shifted to website and online advertising. Marketing costs
are expected to account for 0.5% of industry revenue in 2020, up from
0.4% in 2015.
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  Depreciation

Depreciation, which is largely related to buildings and equipment, is
expected to remain steady at 1.2% of industry revenue in 2020.
Depreciation is a useful benchmark for capital investment in the
industry.

 

  Rent

Rental costs, which are largely related to leases on office, store and
warehouse space, are expected to account for 1.0% of industry
revenue in 2020, up from 0.8% in 2015. Industry operators have
increasingly shifted their focus toward online business models to
improve profitability. This may put downward pressure on rental
expenses over the five years to 2025.

 

  Utilities

Utility costs are related primarily to maintenance costs associated with
operating branches and distribution centres, such as electricity, water
and heating. Utility costs are expected to account for 0.4% of industry
revenue in 2020, up slightly from 0.3% in 2015.

 

  Other Costs

Other costs include expenses such as software, legal and general and
administrative costs. Other costs are anticipated to account for 3.7% of
industry revenue in 2020, up from 2.8% in 2015.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Operators in the Canadian Industrial Machinery and Equipment
Wholesaling industry compete on a variety of factors including price,
scope of product offerings, machinery and equipment quality, location,
maintenance and service contracts.

Some of the industry's largest players, such as Acklands-Grainger Inc., have built their business based on providing
broad product lines. Providing a wide range of product offerings enables industry operators to serve widespread
downstream markets, including warehouse operators and durable goods manufacturers. However, supplying a
diverse and expansive range of industry products comes with increased costs associated with storage, transport and
even labour. As a result, the bulk of industry players specialize as distributors of niche products.

Industry operators also benefit from proximity to downstream markets. Proximity to these markets enables operators
to reduce transportation costs and turnaround time, making them more competitive in the industry. As noted in the
business locations section, most operators are located near manufacturing and industrial hubs, such as Ontario and
Quebec. Some industry players offer swift order fulfillment services and next-day shipping policies.

Customer service is another vital determinant of success in this industry because it increases customer retention
rates which can help to reduce revenue volatility. Other industry operators take advantage of inventory management
practices to help lower customer's overall costs by increasing operational efficiency. Increasingly, a company's
online presence with regard to catalogue availability, ease of use and customer representative responsiveness, form
the criteria by which customers gauge the level of a wholesaler's customer service.

EXTERNAL COMPETITION

Industry operators compete with industrial equipment manufacturers,
which own and maintain extensive distribution facilities.

While industry wholesalers may be capable of handling small and large orders, downstream markets can also place
orders directly with manufacturers, which negatively affects the industry. This trend has become more prevalent over
the five years to 2020 and has contributed to the decline in industry revenue during the period.

Offshoring within the manufacturing industry can also be considered an indirect source of external competition.
Manufacturers buy products from this industry to manufacture new goods and are considered a significant purchaser
of industry products. If manufacturers offshore their operations, they will likely end up using local wholesalers and
industry operators in Canada may be negatively affected.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry into the Canadian Industrial Machinery
and Equipment Wholesaling industry are moderate.
Industry operators must establish supply contracts with
equipment manufacturers before beginning operations.
Furthermore, larger operators that purchase higher
quantities of goods receive lower per unit purchasing
prices and benefit from economies of scale, making it
more difficult for smaller operators and new industry
entrants.

Nevertheless, most wholesalers in this industry operate
on a local or regional level, as evidenced by the low level
of market concentration. In addition, some industry
operators may cater to specific downstream markets,
such as food processing equipment and machinery
manufacturing. However, other companies, such as
Acklands-Grainger Inc., operate on a national scale,
distributing a wide variety of industry products to a variety
of downstream markets.

Lastly, capital intensity is low, but new industry entrants
may have to pay more to accumulate sufficient stock
levels, particularly given the long-term supply contracts
that commonly exist between suppliers and established
wholesalers.

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

  Some of the larger companies that participate in the Industrial Machinery and Equipment Wholesaling industry in
Canada are based in the United States. However, major player Acklands-Grainger Inc. (Acklands-Grainger) has an
extensive history in Canada. The company was formed as a result of WW Grainger Inc.'s acquisition of Acklands in
1996. Prior to the purchase, Acklands was Canada's largest distributor of industrial machinery and equipment.

Industrial machinery and equipment wholesalers also commonly import industry-related products from the United
States, as the recently implemented United States-Mexico-Canada Agreement ensures that goods can be shipped
with ease across country borders. Additionally, industry operators also import machinery and equipment from
overseas. These factors contribute to an overall low level of industry globalization, which is expected to continue
moving forward.
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Major Companies
There are no major players in this industry

Other Companies The Industrial Machinery and Equipment Wholesaling industry in Canada is highly fragmented, and therefore,
IBISWorld expects no single operator to account for more than 5.0% of the market in 2020. Further, there exists a
high level of specialization within the industry in terms of what buying industries an operator can cater to. As a result,
most industry players are small-scale, localized companies that capture market share by addressing niche or
regional markets.

Acklands-Grainger Inc.

  Market Share: 3.0%
  Acklands-Grainger Inc. (Acklands-Grainger) is the subsidiary of WW Grainger Inc. (Grainger), a broadline distributor

of industrial machinery, material handling equipment, power and hand tools, pumps, safety supplies and other
related equipment. Grainger operates in 20 countries and employs more than 25,000 workers across nearly 700
locations. Acklands-Grainger's roots date back to 1889. The company currently employs more than 2,500 workers
and offers more than 190,000 products in Canada. According to Grainger's 2019 annual report (latest data
available), the company generated $15.2 billion in global revenue in 2019.

Acklands-Grainger operates a Canadian division, Grainger Canada, and is Canada's largest distributor of industrial,
safety and fastener products. In addition to industrial machinery and equipment, the company offers value-added
services, such as e-commerce solutions, which includes automatic electronic order confirmation, invoices, payment
and processing information. Grainger Canada also offers technical services, such as the repair and maintenance of
manufacturing equipment, hydro testing and fill breathing for air cylinders, torque wrench testing and other industry-
relevant services. The company's customers include contractors, service and maintenance shops, manufacturers,
hotels, government and healthcare and educational facilities. The company's industry-relevant revenue is expected
to fall, despite consistent growth in global revenue. The company's industry-relevant revenue is forecast to decline at
an annualized rate of 10.3% to $661.5 million over the five years to 2020, as the company's Canadian sales figures
have consistently declined during the period.

Grainger Canada has had important industry developments in recent years. Prior to the period, in 2014, it acquired
WFS Enterprises Inc. (WFS), a regional distributor of tools and industrial supplies. WFS's Canadian presence is
situated in southwest Ontario. WFS's product line is focused primarily on safety, metalworking, plumbing and hand
and power tools. However, the company's Canadian operations are still closely tied to commodity prices, particularly
the price of oil. When the world price of oil dropped sharply in 2016, Grainger Canada's operating income dropped
347.5% from generating a profit of $35.0 million in 2015 to a reported loss of $86.6 million in 2016. The company
announced the closure of an additional 59 Canadian branches in 2017, which were considered by management to
be the least profitable locations. This closure was done in an effort to increase profitability, as the industry is
experiencing a strong shift to online sales that has increased disintermediation.

Fastenal Company

  Market Share: 1.6%
  Fastenal Company (Fastenal) is engaged in the distribution of industrial machinery and equipment primarily to

manufacturing and nonresidential construction markets. According to Fastenal's 2019 annual report (latest data
available), the company employs more than 20,000 workers across a network of about 3,000 in-market locations
and reported generating $7.1 billion in total revenue in 2019.

While fasteners, particularly threaded fasteners, represent the largest product segment for Fastenal, the share of
revenue accounted for by other product lines has grown steadily over the five years to 2020, which could help
mitigate revenue volatility moving forward. In particular, the safety supplies product line has grown quickly, nearly
tripling as a percentage of sales over the 10 years to 2018, representing 17.2% of sales (latest data available). In an
effort to increase profitability, Fastenal has placed an emphasis on increased logistical efficiency during the period
through the computerization of inventory control. Controlling inventory levels using computer systems has permitted
Fastenal to collect more accurate data, enabling it to be more efficient in the allocation of inventory to particular
locations, ultimately reducing transportation costs. Increased efficiency has been a major driver of growth in profit
during the period. Fastenal's industry-relevant profit, defined as earnings before interest and taxes, has grown an
annualized 5.7% to $69.4 million over the five years to 2020. Similarly, the company's industry-relevant revenue has
also grown during the period alongside profit. Among the reasons cited for growth in Fastenal's revenue are the
success it has had growing its product lines outside of fasteners, the ability to increase product prices and better
conditions in the manufacturing sector. Thus, Fastenal's industry-relevant revenue has increased at an annualized
rate of 6.8% to $341.8 million over the five years to 2020.

Applied Industrial Technologies LP



Industrial Machinery & Equipment Wholesaling in Canada December 2020

29 IBISWorld.com

  Market Share: 1.3%
  Applied Industrial Technologies LP (AIT Canada) is the Canadian subsidiary of Applied Industrial Technologies Inc.

(AIT), a global industrial equipment wholesaler with more than 600 facilities and about 6,000 employees across
North America. The company's Canadian operations are headquartered in Saskatoon, SK, with more than 40
facilities located across seven Canadian provinces. Most locations are around major population centres and
manufacturing hubs such as southern Ontario. According to the company's fiscal 2020 (year-end June) annual
report, AIT generated $4.3 billion in global revenue in fiscal 2020 (latest data available).

A distributor of bearings, power transmission components, material handling, sealing products, lubrication and
specialty products, the company sells to Canada's mining, steel, oil and gas, food processing, transportation and
power generation industries. AIT Canada specializes in fluid power distribution, distributing and assembling fluid
power systems and components and providing regular technical advice and equipment repair. AIT Canada also
operates in Canada under the HyPower Systems Inc., PRO-Hydraulique and PV Hydraulique brand names. AIT
Canada's customers largely include original equipment manufacturers. The company's industry-relevant revenue
has declined during the period as a result of lower global commodity prices and the depreciation of the Canadian
dollar, causing widespread effects across the Canadian economy. However, AIT has made a series of acquisitions
during the period that have helped improve profit. Prior to the current period, AIT acquired Reliance Industrial
Products Ltd., a distributor of fluid conveyance and oil field supplies, which services companies in Canada's oil fields
in fiscal 2014. In fiscal 2016, AIT acquired Seals Unlimited Inc., a distributor of fastener and hose products
headquartered in Burlington, ON. IBISWorld estimates AIT Canada's industry-relevant revenue to decrease at an
annualized rate of 3.1% to $291.8 million over the five years to fiscal 2021. AIT Canada's industry-relevant revenue
grew between fiscal 2017 and fiscal 2020, but the COVID-19 (coronavirus) pandemic is expected to significantly
lower the company's performance in fiscal 2021. AIT Canada's industry-relevant profit, defined as earnings before
interest and taxes, has grown at an annualized rate of 6.4% to $16.4 million over the five years to 2020.

MRC Global Inc.

  Market Share: 1.0%
  MRC Global Inc. (MRC) is primarily a distributor of pipes, valves and fittings (PVF) and related industrial equipment.

The company sells these products to the energy industry, servicing upstream, midstream and downstream energy
companies involved in the exploration, production, transmission, storage, processing and refining of oil and natural
gas. According to the company's 2019 annual report (latest data available), MRC employs 3,200 workers in about
250 service locations and generated $4.9 billion in total revenue in 2019. In Canada, MRC operates 22 locations.

The company's Canadian sales represent about 10.0% of total consolidated revenue, according to its latest annual
report. MRC's operations are located in western Canada, with a high concentration of distribution operations in oil-
rich Alberta and western Saskatchewan. As a result, the company has been significantly affected by the volatility of
global oil prices, which reached a historic low in 2020. Accordingly, IBISWorld estimates that MRC's industry-
relevant revenue has declined an annualized 11.8% to $226.6 million over the five years to 2020. Sales of PVF
products are dependent on capital spending in the downstream oil and gas industries. According to the company,
the oil and gas industries represent nearly 90.0% of MRC's sales, making company growth particularly dependent
on the health of these commodity prices. When prices for these commodities fall, operators in oil and gas industries
reduce investment in new equipment a technology, which lowers industry growth potential. The company cites low
consumer spending due to the falling price of natural gas and oil among the primary reasons for the decline in
revenue during the period.

Industry-relevant revenue is expected to decline more than 20.0% in 2016, 2019 and 2020 due to falling commodity
prices, resulting in plummeting PVF products and other equipment sales. Consequently, MRC has implemented
cost-cutting measures, including layoffs and salary freezes in an attempt to regain profitability. Operating conditions
improved in 2017, as the company's Canadian sales were favourably affected by rising energy prices. However,
further volatility in commodity prices in 2018, coupled with government-imposed restrictions on oil production in
Alberta, have strained the company's Canadian operations. Thus, the company's industry-relevant profit, defined as
earnings before interest and taxes, has declined an annualized 23.1% to $3.1 million over the five years to 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Industrial Machinery and Equipment Wholesaling
industry in Canada has a low level of capital intensity. In
2020, the average industry operator is expected to spend
$0.06 on machinery, equipment and other capital expenses
for every $1.00 spent on labour. In 2020, wages are
expected to account for 19.6% of industry revenue.
Depreciation costs, which serve as a proxy for capital
investments, are estimated to account for 1.2% of revenue
in 2020.

Industry investment in capital equipment has remained
steady over the five years to 2020. Examples of capital
investments by operators include labour-saving
technologies such as logistics software and computerized
inventory and warehousing systems. At the same time, the
industry relies on employees with extensive customer
service experience, sales experience and product
knowledge. This balance helps to maintain a low level of
capital intensity in the industry.



Industrial Machinery & Equipment Wholesaling in Canada December 2020

31 IBISWorld.com

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.

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

Very Low Rate of Entry Very
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.

Medium Market
Concentration

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

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

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

The most relevant disruptive force in the Canadian Industrial Machinery and
Equipment Wholesaling industry has been the pressure from advancements in
self-driving trucks and vehicles.

While these technologies have not yet become commercially feasible, it is quickly becoming more possible. Self-driving
vehicles would enable operators to reduce employment and wages, leading to restructuring within the industry and a
potential opportunity for industry operators. However, self-driving vehicles are expected to increase capital expenses and
depreciation costs for industry operators. Ultimately, this technological development represents a significant potential
disruption to industry operations moving forward and could threaten the performance of smaller operators unable to invest
in such technology, reducing competition within the industry.

The level of technology change is    Medium

  Technological change in the Industrial Machinery and Equipment Wholesaling
industry in Canada is moderate.

Within the industry, capital improvements involve the introduction or improvement of communications technology and
logistical improvements. Communications technology improvements have primarily included online services that permit
customers to search inventory lists, check prices, place and print orders and be billed directly via e-mail or a mobile device.
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The movement toward e-commerce is indicative of a shift toward new technologies in other retail and wholesale sectors.

Developments in logistics systems and a wider implementation of these technologies by industry operators has
revolutionized procurement by changing order procedures and facilitating a more efficient supply chain. Over the five years
to 2020, both supply markets and customer markets have improved and have been heavily influenced by the shift toward
increasingly efficient approaches to logistics. An example of these advancements is radio-frequency identification
technology, which uses electromagnetic fields to identify and track products and supplies. Over the five years to 2025,
IBISWorld expects the development and implementation of communications and logistics technology to continue within the
industry.

Revenue
Volatility

The level of volatility is    Medium

  The Industrial Machinery and Equipment Wholesaling industry in Canada
exhibits a low to moderate level of revenue volatility.

Revenue is expected to grow as much as 4.7% in 2018 and decline as much as 11.8% in 2020. The industry is composed
of a variety of manufacturing industries that all experience different growth rates due to differing demand determinants. This
was illustrated by a decline within the Canadian oil and gas markets in 2015 and 2016, which facilitated a global decline in
commodity markets. Unsurprisingly, there was a modest decline in industry revenue in 2016 as business confidence was
shaken and a key downstream market was adversely affected. The industry is also susceptible to shifts in economic
conditions, as demand for industry products is closely tied to demand from manufacturing and other downstream
businesses. Accordingly, the spread of COVID-19 (coronavirus) is expected to increase revenue volatility over the five
years to 2020 by lowering downstream demand for industry products, causing revenue to fall significantly in 2020.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

There are no specific government policies aimed at the regulation of the
Industrial Machinery and Equipment Wholesaling industry in Canada.

However, all industry operators must comply with the federal and provincial laws applicable to all Canadian businesses,
such as minimum wage statutes, federal labour standards, the Environmental Protection Act and the Competition Act.
Industry operators must also register their business prior to beginning operations.

The New West Partnership, which seeks to integrate the economies of Alberta, British Columbia, Manitoba and
Saskatchewan, indirectly affects this industry. The agreement, fully implemented in July 2013, will likely continue to
streamline general business regulatory hurdles for industry operators that have establishments in Alberta, British Columbia
and Saskatchewan. A trade agreement stemming from the partnership went into effect for Manitoba in 2017. Some key
benefits from this partnership include increased labour mobility, consolidated business registration, streamlined regulations
and free-flowing trade across participating provinces. Therefore, industry operators attempting to expand into these
provinces can do so with more ease.
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Industry
Assistance

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

The Industrial Machinery and Equipment Wholesaling industry in Canada does
not receive direct assistance from the federal or provincial governments.

However, industry operators are supported by associations such as the National Association of Wholesale-Distributors and
the Associated Equipment Distributors, which both lobby industry interests to the federal and provincial governments, offer
networking and informational events and conduct public relations work for the benefit of the industry.

Due to the spread of COVID-19 (coronavirus), the Canadian Government has instituted a variety of assistance programs
that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy provides
weekly wage assistance for eligible employers that have been negatively affected by the pandemic. Additionally, operators
can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada Emergency
Business Account provides interest-free loans to small business operators. Additionally, large operators can apply for
bridge financing through the Large Employer Emergency Financing Facility.
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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)

Industrial
capacity

utilization
(Index)

2011 22,724 6,121 6,887 5,148 52,296 N/A N/A 3,779 N/A 81.3
2012 22,898 6,744 6,697 4,983 56,239 N/A N/A 4,416 N/A 81.0
2013 21,871 6,910 6,656 4,936 58,769 N/A N/A 4,544 N/A 81.0
2014 22,608 7,110 6,749 4,986 59,397 N/A N/A 4,551 N/A 82.3
2015 22,765 7,187 6,638 4,885 58,625 N/A N/A 4,783 N/A 80.3
2016 22,273 6,735 6,541 4,910 55,799 N/A N/A 4,274 N/A 79.1
2017 23,193 7,145 6,457 4,839 56,131 N/A N/A 4,536 N/A 81.5
2018 24,285 7,411 6,408 4,790 58,514 N/A N/A 4,704 N/A 83.0
2019 24,818 7,508 6,152 4,578 59,425 N/A N/A 4,697 N/A 81.8
2020 21,896 6,389 5,818 4,349 54,681 N/A N/A 4,287 N/A 74.1
2021 23,591 7,130 5,933 4,418 57,332 N/A N/A 4,519 N/A 77.1
2022 25,233 7,490 6,034 4,478 59,875 N/A N/A 4,742 N/A 79.8
2023 25,792 7,618 6,039 4,477 60,732 N/A N/A 4,818 N/A 79.9
2024 26,269 7,723 6,044 4,474 61,574 N/A N/A 4,889 N/A 80.0
2025 26,655 7,800 6,047 4,471 62,297 N/A N/A 4,949 N/A 80.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Industrial
capacity

utilization (%)
2011 9.07 13.3 -1.66 -1.93 7.59 N/A N/A 7.29 N/A 2.87
2012 0.76 10.2 -2.76 -3.21 7.53 N/A N/A 16.9 N/A -0.34
2013 -4.49 2.46 -0.62 -0.95 4.49 N/A N/A 2.91 N/A 0.00
2014 3.36 2.89 1.39 1.01 1.06 N/A N/A 0.15 N/A 1.54
2015 0.69 1.08 -1.65 -2.03 -1.30 N/A N/A 5.09 N/A -2.41
2016 -2.17 -6.29 -1.47 0.51 -4.83 N/A N/A -10.6 N/A -1.53
2017 4.13 6.08 -1.29 -1.45 0.59 N/A N/A 6.12 N/A 3.03
2018 4.70 3.72 -0.76 -1.02 4.24 N/A N/A 3.70 N/A 1.90
2019 2.19 1.31 -4.00 -4.43 1.55 N/A N/A -0.16 N/A -1.45
2020 -11.8 -14.9 -5.43 -5.01 -7.99 N/A N/A -8.75 N/A -9.45
2021 7.73 11.6 1.97 1.58 4.84 N/A N/A 5.42 N/A 4.12
2022 6.96 5.04 1.70 1.35 4.43 N/A N/A 4.94 N/A 3.52
2023 2.21 1.70 0.08 -0.03 1.43 N/A N/A 1.58 N/A 0.05
2024 1.84 1.37 0.08 -0.07 1.38 N/A N/A 1.47 N/A 0.13
2025 1.47 0.99 0.04 -0.07 1.17 N/A N/A 1.23 N/A 0.12

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 26.9 N/A N/A 435 16.6 7.59 72,256
2012 29.5 N/A N/A 407 19.3 8.40 78,513
2013 31.6 N/A N/A 372 20.8 8.83 77,325
2014 31.4 N/A N/A 381 20.1 8.80 76,625
2015 31.6 N/A N/A 388 21.0 8.83 81,591
2016 30.2 N/A N/A 399 19.2 8.53 76,604
2017 30.8 N/A N/A 413 19.6 8.69 80,813
2018 30.5 N/A N/A 415 19.4 9.13 80,396
2019 30.3 N/A N/A 418 18.9 9.66 79,042
2020 29.2 N/A N/A 400 19.6 9.40 78,391
2021 30.2 N/A N/A 411 19.2 9.66 78,823
2022 29.7 N/A N/A 421 18.8 9.92 79,205
2023 29.5 N/A N/A 425 18.7 10.1 79,327
2024 29.4 N/A N/A 427 18.6 10.2 79,400
2025 29.3 N/A N/A 428 18.6 10.3 79,447

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

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

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

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

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

Industry Jargon CAPACITY UTILIZATION
In the context of this industry, this represents an industry's percentage of the manufacturing capacity, such as
plants, that is actually used for production purposes.

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

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

MAINTENANCE, REPAIR AND OPERATIONS (MRO)
Machinery and equipment used mainly for maintenance and repair purposes, which includes conveyors and
plumbing tools.

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
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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.
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