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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 Canadian New Car Dealers industry is expected to grow in 2022 as economic recovery from the
COVID-19 (coronavirus) pandemic continues. For more detail, please see the Current Performance chapter.

· Tough economic conditions will likely reduce demand for new cars, which are a large and important purchase for
consumers. For more detail, please see the Demand Determinants chapter.

· Despite low globalization, supply chain difficulties for imported vehicles may constrain recovery in industry revenue.
For more detail, please see the Industry Globalization chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The New Car Dealers industry in Canada sells new and used passenger vehicles. Vehicles include passenger cars,

light-duty trucks, sport utility vehicles (SUVs) and passenger vans. New car dealers also sell parts and provide repair
services.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Selling new cars

Selling new light trucks

Selling used cars

Selling used light trucks

Providing vehicle maintenance and repairs

The major products and services in this industry are:

New vehicles

Used vehicles

Parts and repair services

Other
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Supply Chain

SIMILAR INDUSTRIES

Car & Automobile Manufacturing
in Canada

SUV & Light Truck Manufacturing
in Canada

Used Car Dealers in Canada Auto Mechanics in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Car & Automobile Sales New Car Dealers in the US Online Car Dealers Truck Dealers

Motor Vehicle Dealers in Australia Car Dealers in China New Car & Light Motor Vehicle
Dealers in the UK

Motor Vehicle Retailing in New
Zealand

Motor Vehicle Dealers in Ireland      
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Industry at a Glance
Key Statistics

$156.3bn
Revenue

Annual Growth

2017–2022

0.7%

Annual Growth

2022–2027

1.6%

Annual Growth

2017–2027

 

$3.3bn
Profit

Annual Growth

2017–2022

-2.0%

  Annual Growth

2017–2022

 

2.1%
Profit Margin

Annual Growth

2017–2022

-0.3pp

  Annual Growth

2017–2022

 

4,416
Businesses

Annual Growth

2017–2022

0.9%

Annual Growth

2022–2027

1.0%

Annual Growth

2017–2027

 

184k
Employment

Annual Growth

2017–2022

0.0%

Annual Growth

2022–2027

1.5%

Annual Growth

2017–2027

 

$12.0bn
Wages

Annual Growth

2017–2022

0.9%

Annual Growth

2022–2027

1.6%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

4.0%
World price of crude oil

-0.9%
Consumer confidence index

1.6%
Per capita disposable income

4.5%
Corporate profit

0.2pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Barriers to Entry
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Steady

  Competition
High / Increasing

 

Key Trends

 Used vehicle sales are expected to drive industry growth

 Dealers that offer parts and repair divisions can generate
higher profit

 Industry manufacturers have responded to rising oil prices
by introducing new fuel-efficient models

 Rising aggregate household debt levels will likely hinder the
industry

 More companies are anticipated to enter the industry

 Increasingly advanced vehicle introductions will encourage
consumers to trade in older vehicles

 The emergence of online automobile services has fostered
rising competition
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2022-2027)

  World price of crude oil

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Revenue Growth (2017-2022)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary New wheels: Impending interest rate hikes will likely mitigate strong
revenue growth

Revenue for the Canadian New Car Dealers industry in Canada is expected to expand, albeit marginally, over the
five years to 2022. While demand for automobiles has been driven by healthy economic conditions during most of
the period, such as rising consumer confidence and low unemployment, the COVID-19 (coronavirus) pandemic has
caused the reversal of many of these trends. However, due to the government's Economic Response Plan regarding
the pandemic, disposable income in Canada rose in 2020 following various programs and support payments made
to individuals and families, protecting operators from experiencing a more profound revenue decline. Rising
disposable income encourages consumers to make big-ticket discretionary purchases, such as new vehicles. Due to
these countervailing trends, IBISWorld expects industry revenue to rise an annualized 0.7% to $156.3 billion over
the five years to 2022. Industry revenue is expected to grow 3.5% in 2022 alone as economic recovery following the
pandemic continues.

Industry profit is forecast to decline somewhat during the period. While rising technological change has helped spur
demand for industry services over the past five years, rising internal competition, in addition to the pandemic, have
eroded profitability. Moreover, operators are increasingly leveraging the internet for tasks that are typically done by
car salesmen, such as providing consumers with vehicle quotes. While such technological change has minimized
the industry's rising labour costs, the emergence of online automobile services has also fostered rising competition
among operators, as potential customers are able to compare prices among several dealerships.

Growth is expected to accelerate over the five years to 2027, along with the continued recovery of the economy from
the coronavirus pandemic. Plus, new product offerings such as increasingly fuel-efficient vehicles are anticipated to
further support demand. Further, improving economic conditions are expected to boost consumer spending, which
will enable consumers to purchase big-ticket items such as cars. As a result, new vehicle sales are forecast to grow
over the next five years, supporting industry expansion, though an impending hike in interest rates to curb inflation
should moderate this otherwise positive trend. Consequently, industry revenue is forecast to grow more strongly
moving forward, rising an annualized 1.6% to $169.1 billion over the five years to 2027.
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Industry Performance

Key External
Drivers

Per capita disposable income

During periods of low disposable income, discretionary spending declines. Similarly, during periods of high
disposable income, discretionary spending increases. Rising disposable income increases consumers' capacity to
support debt-funded consumption, such as purchasing new cars. Per capita disposable income is expected to
decrease in 2022, posing a potential threat to the industry.

 

Consumer confidence index

When consumers are more confident, they are more willing to make large purchases such as new vehicles. As the
economy recovered and unemployment decreased, consumer sentiment picked back up, though the COVID-19
(coronavirus) pandemic briefly reversed this trend in 2020. The Consumer Confidence Index is expected to grow in
2022, representing a potential opportunity in the industry.

 

Corporate profit

Corporate profit determines a company's available budget for new vehicle purchases. The higher a company's
earnings, the more likely that it will buy new vehicles to expand and update its fleet. Corporate profit is expected to
increase in 2022.

 

Overnight rate

The overnight rate is the rate at which major financial institutions borrow and lend short-term funds to one another.
This acts as a proxy for overall interest rates for Canada. As interest rates trend higher, vehicle financing becomes
more expensive, which causes industry demand to fall. The overnight rate is expected to grow in 2022.

 

World price of crude oil

High gasoline prices tend to decrease new and used vehicle sales. Consumers with access to public transportation
typically avoid vehicle purchases when gasoline is relatively expensive. The world price of crude oil is expected to
decrease in 2022.
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Current
Performance

Revenue for the Canadian New Car Dealers industry is anticipated to rise
marginally over the five years to 2022.

Although economic conditions have continued to improve during much of the period, thus fuelling rising consumer
demand for new vehicles, the COVID-19 (coronavirus) pandemic has caused a short-term reversal of some of these
trends; it is worth noting, however, that this industry has not been affected as much as other retail industries have.
For instance, despite the pandemic's negative effects on the economy, the federal government's Economic
Response Plan created to combat the pandemic has served to increase disposable income through various
programs and support payments to Canadian individuals, households and employers. Thus, per capita disposable
income rose 7.3% in 2020. Moreover, the Bank of Canada cut interest rates in March 2020 to stimulate the
economy, further acting to preserve industry revenue during a period of national public health and economic crises.
However, interest rate hikes are likely in 2022. Considering these slightly countervailing trends, industry revenue is
anticipated to increase an annualized 0.7% to $156.3 billion over the five years to 2022, including an increase of
3.5% in 2022 alone due to continued economic recovery.

RENEWED DEMAND

During most of the period, the industry has benefited from increasing
disposable income.

When disposable income rises, consumers are more willing to purchase big-ticket items such as new vehicles.
Additionally, used vehicle sales are also expected to drive industry growth. Due to a shortage of one to five year-old
used vehicles, used car prices gradually trended higher during the period. However, the price of used cars is
expected to soften moving forward due to an increase in vehicle supply. Yet, at the same time, many consumers
that are still cautious regarding spending, especially considering the ongoing pandemic, are likely to opt for used
vehicles over new vehicles, increasing this segment's share of revenue over the past five years. Additionally, used
vehicles sold at new car dealerships often come with extended warranties or certificates of inspection, which enable
new car dealers to capture additional parts and services revenue, in addition to higher selling prices. Vehicles under
warranty can only be serviced at a specific dealership or franchise, supporting industry growth.

NEW REVENUE STREAMS

According to industry player AutoCanada Inc.

(AutoCanada), parts and services revenue is a potential growth area for industry operators. According to the
company, the growing use of advanced technology in vehicles makes it more difficult for independent repair shops
to service new vehicles. Additionally, auto manufacturers require warranty work to be performed at their franchised
dealerships, which further supports industry revenue growth. Although the parts and services segment accounts for
a smaller share of industry revenue than new vehicle sales, it yields a larger profit margin.
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Profit for new car dealers varies, depending on a company's product and service mix. Dealers that offer parts and
repair divisions can generate a higher margin than those that do not. Over the past five years, industry profit has
decreased amid heightened price-based competition and as a result of the coronavirus pandemic further eroding
profit. Profit, defined as earnings before interest and taxes, is projected to account for 2.1% of industry revenue in
2022, down from 2.4% in 2017.

Though internal competition among operators is anticipated to expand over the five years to 2022, mergers and
acquisitions are prevalent in this industry as industry operators such as AutoCanada have acquired many smaller
dealerships. Consequently, the number of industry operators is expected to grow merely an annualized 0.9% to
4,416 companies over the five years to 2022. Conversely, volatile industry employment is expected to stabilize as
the labour force recovers from layoffs and furloughs amid the coronavirus pandemic. As a result, the number of
employees is anticipated to stagnate at 184,035 people during the period.

The ability to shop for vehicles on a mobile device, tablet or computer also creates rising internal competition, as the
industry's downstream customers can browse dealership inventories and gain information on vehicles without
leaving their home. Therefore, car dealerships must keep their websites and mobile sites as up to date as possible
to reduce the risk of losing business to a competing dealership.

NEW MODELS

Typically, a significant decrease in the price of oil encourages consumers
to use automobiles, rather than public transportation, which indirectly
benefits industry demand.

However, the world price of crude oil is expected to grow, climbing an annualized 4.0% over the five years to 2022.
It is important to note that the world price of crude oil has been highly volatile during this period and remains below
historic highs prior to the current period. As a result, industry manufacturers have responded by introducing new
fuel-efficient models. For example, the Ford Motor Company has introduced new vehicles with EcoBoost engines
that work similar to larger engines, but achieve greater fuel efficiency and reduced greenhouse emissions.

Additionally, new models with newer technology, such as adaptive cruise control and traffic jam assistance that
automatically slow or apply the brakes for a vehicle, are also driving demand. As disposable income continues to
rise, these new vehicle introductions will likely drive consumers to trade in older vehicles for new ones, supporting
revenue growth and guarding against a more pronounced revenue decline despite the ongoing pandemic and its
detrimental effects on the Canadian economy overall.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

New vehicle
sales

(Million)
2013 116,385 11,146 4,384 3,958 132,822 N/A N/A 8,153 N/A 1.80
2014 122,474 11,701 4,456 4,058 131,229 N/A N/A 8,185 N/A 1.90
2015 131,979 13,181 4,460 4,134 146,564 N/A N/A 9,261 N/A 1.90
2016 138,853 14,057 4,491 4,187 159,629 N/A N/A 10,232 N/A 2.00
2017 151,326 15,946 4,528 4,221 184,085 N/A N/A 11,473 N/A 2.10
2018 152,114 15,583 4,677 4,273 178,426 N/A N/A 11,370 N/A 2.00
2019 152,125 15,724 4,571 4,300 175,327 N/A N/A 11,465 N/A 2.00
2020 139,378 13,747 4,647 4,338 168,909 N/A N/A 10,937 N/A 1.60
2021 150,997 15,607 4,565 4,348 178,028 N/A N/A 11,591 N/A 1.80
2022 156,310 16,113 4,639 4,416 184,035 N/A N/A 11,986 N/A 1.90
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Industry Outlook
Outlook The New Car Dealers industry in Canada is forecast to grow over the five

years to 2027, particularly as the Canadian economy recovers from the
COVID-19 (coronavirus) pandemic.

As a result, improving economic conditions are expected to boost consumer spending and corporate profit levels,
both of which will support industry expansion. At the same time, the anticipated decrease of fuel prices will drive
demand for fuel-efficient vehicles.

Nonetheless, certain factors, such as rising aggregate household debt levels, are expected to hinder the industry;
aggregate household debt is forecast to increase an annualized 1.6% over the five years to 2027 as interest rates
grow to stem inflation as the economy recovers from the pandemic. Industry revenue is therefore forecast to rise,
increasing an annualized 1.6% to $169.1 billion over the five years to 2027.

ECONOMIC CONDITIONS AND COMPETITION

Over the next five years, decreasing unemployment and new vehicle
introductions will drive consumer traffic to car dealers and bolster
revenue growth.

For example, the Ford Motor Company is expected to continue launching new models of its popular F-150, seeking
to make it lighter, stronger and more fuel-efficient. Moreover, industry profit, defined as earnings before interest and
taxes, is also projected to stabilize over the next five years as the economy grows postpandemic, accounting for
2.1% of revenue in 2027. Profit is expected to recover over time, as steady sales rates in addition to parts and repair
services' revenue are anticipated to further stabilize profit moving forward.

New vehicles sales are expected to grow over the five years to 2027. As economic conditions improve moving
forward, evidenced by rising consumer spending levels, consumers will be more likely to finance big-ticket
purchases. As a result, new vehicle sales will rise as a share of industry revenue during the outlook period, despite
declining over the five years to 2022. However, this may be moderated by increased interest rates aimed at
stemming inflation.

During periods of rising demand for new fuel-efficient vehicles, industry competition expands. Due to increasing
consumer spending levels and a healthier economic environment in Canada, more companies are anticipated to
enter the industry. However, merger and acquisition activity is also expected to persist, hampering industry
expansion at the same time. Consequently, IBISWorld expects the number of industry operators to grow an
annualized 1.0% to 4,645 companies over the five years to 2027. New entrants will require labour, which will likely
increase the number of employees in the industry. Consequently, industry employment is expected to rise an
annualized 1.5% to 198,710 workers over the next five years.

REGULATIONS AND TECHNOLOGY

New models with innovative technology, such as adaptive cruise control
and traffic jam assistance that automatically slows or applies the brakes
for a vehicle, will likely drive consumer demand over the five years to
2027.
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Moreover, fully autonomous driving technology has gained popularity among Canadian consumers, resulting in
increased scrutiny by the Ontario Ministry of Transportation in turn. Ontario is expected to launch a pilot project to
test automated vehicles on public roads, involving three participants that will work with different levels of automation.
This pilot is set to run for 10 years, with the intention that other provinces begin to invest in these technologies. As
the economy continues to recover, increasingly advanced vehicle introductions will encourage consumers to trade in
older vehicles, supporting industry revenue growth.

Environmental regulations are also expected to support industry expansion over the next five years. The federal
government adopted new fuel-efficiency and greenhouse gas regulations for car models made prior to 2012. The
regulations are similar to those implemented by the Obama administration in the United States, since the two
nations are involved in a joint vehicle emissions standard, which was agreed on in 2012. In 2009, the Obama
administration passed a law requiring 2012 to 2016 vehicle models to have an average fuel economy standard of
15.1 kilometres per litre (35.5 miles per gallon). In 2012, more legislation was passed requiring an 80.0%
improvement in kilometrage by 2025 from current standards for post-2016 cars. These regulations spurred new
vehicle introductions of electric and hybrid vehicles to support demand.

However, the Trump administration announced in March 2017 that it would revisit the regulations after automakers
expressed concerns regarding the large investments that will be required to meet such demands. In August 2018,
the administration announced a proposal to freeze the antipollution and fuel-efficiency standards in 2021. In
response, the Minister of Environment and Climate Change announced plans to review the joint vehicles emissions
standards before deciding whether to follow the new US proposed plan or proceed with writing new Canadian-
specific regulations.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

New vehicle
sales

 (Million)
2022 156,310 16,113 4,639 4,416 184,035 N/A N/A 11,986 N/A 1.90
2023 160,834 16,564 4,709 4,480 189,076 N/A N/A 12,318 N/A 2.00
2024 163,298 16,830 4,758 4,526 192,195 N/A N/A 12,518 N/A 2.00
2025 165,314 17,029 4,802 4,568 194,234 N/A N/A 12,655 N/A 2.00
2026 167,251 17,225 4,836 4,601 196,362 N/A N/A 12,796 N/A 2.00
2027 169,133 17,418 4,881 4,645 198,710 N/A N/A 12,947 N/A 2.00
2028 170,915 17,618 4,922 4,684 201,240 N/A N/A 13,106 N/A 2.00
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry has fairly stable product lines

The market is relatively saturated

Technological changes in the industry are minimal

The New Car Dealers industry in Canada is currently in the mature stage of its economic life cycle. Fairly stable
industry products and clearly defined, segmented product groups and user industries indicate the industry's mature
phase. Despite newer technologies, which have enabled better efficiency regarding the retail process, technological
changes industry-wide remain low as new vehicle technologies are accounted for at the upstream manufacturing
level. Additionally, due to an absence of new buyers, key buying markets continue to be within the consumer sector.
Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected to
increase an annualized 0.9% over the 10 years to 2027. In contrast, Canadian GDP will likely grow an annualized
1.7% during the same period. Although IVA is expected to grow at a slower rate compared with the overall economy,
typically signalling a declining industry, IVA as a measurement on its own is not necessarily indicative of a declining
industry. Oftentimes, there are other, more salient factors at play when it comes to determining an industry's life
cycle stage, which happens to be the case for this industry in light of the aforementioned demand conditions. Lastly,
another factor that best exemplifies the industry's mature stage is the market's level of product saturation. Since the
Canadian economy is relatively developed, consumers that need a vehicle typically already own a vehicle. As a
result, technological change is driving demand for new vehicles, particularly regarding fuel economy.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Taxi & Limousine Services in Canada

Key Selling Industries
1st Tier

Car & Automobile Manufacturing in Canada

SUV & Light Truck Manufacturing in Canada

2nd Tier

Automobile Engine & Parts Manufacturing in Canada

Automobile Electronics Manufacturing in Canada

Auto Parts Manufacturing in Canada

Products & Services

  NEW VEHICLES

In 2022, new vehicle sales are expected to generate 52.1% of revenue for
the Canadian New Car Dealers industry.

While per capita disposable income has increased despite the COVID-19 (coronavirus) pandemic, this segment is
nonetheless projected to decrease as a share of industry revenue over the five years to 2022 and is projected to
shrink further in 2022 as a result of the pandemic. This is because individuals and households are both likely to
scale back regarding all discretionary purchases amid a period of economic difficulty, while supply chain difficulties
have reduced the number of new cars on the lot. However, as the economy recovers more broadly over the five
years to 2027, this segment is projected to benefit from new vehicle models that incorporate the latest technology.

USED VEHICLES

The industry's new car dealers also buy used vehicles through auctions
and customer trade-ins, selling them at a higher profit than new vehicles.

Even so, used vehicles offer a compelling value alternative for shoppers opting to minimize their transportation
expenses. Used vehicles that are sold at new car dealerships often come with extended warranties or certificates of
inspection, which enable new car dealers to capture additional parts and services revenue and higher selling prices.
Vehicles under warranty can only be serviced at a specific dealership or franchise. Used vehicles are expected to
account for 30.4% of industry revenue in 2022, increasing as a share of revenue over the five years to 2022.
Individuals and households that must purchase a vehicle amid the pandemic will likely gravitate toward this product
segment; the coronavirus pandemic has eroded the availability of new cars, while consumer spending has also
fallen amid a poor economy.

PARTS AND REPAIR SERVICES

Demand for the parts and repair services segment has remained stable
over the five years to 2022, despite the rising prominence of vehicle
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warranties.

However, since new vehicle warranties permit only franchised dealers to perform repair services under warranty, this
segment has benefited from repeat customers, aiding in keeping demand stable. Parts and repair services are
anticipated to generate 12.3% of industry revenue in 2022, with all other industry products and services projected to
account for 5.2% of revenue.

Demand
Determinants

Demand for the Canadian New Car Dealers industry depends on several
factors, including disposable income and consumer confidence.

Consumers' existing debt burden, interest rates and gasoline prices also influence demand for new vehicles.
However, ultimately, consumers' financial stability and spending power are the most significant factors in new car
demand. When disposable income rises, they tend to increase their overall spending, especially on large
discretionary purchases such as vehicles.

Used vehicle sales are affected by the same indicators as new vehicle sales, though often in different ways. For
example, while manufacturer incentives serve to boost demand for new vehicles, the same strategy reduces
demand for used vehicles. During difficult economic periods, cash-strapped consumers tend to purchase used
vehicles, which sell at a significant discount compared with similar new versions. This is likely to be the case amid
the COVID-19 (coronavirus) pandemic. New car dealers also sell new and used vehicles, so although used car
sales are generally included in the Used Car Dealers industry in Canada (IBISWorld report 44112CA), they also
contribute to new car dealers' revenue when sold on the same lot, which will mitigate any more severe revenue
decline amid the pandemic.

Major Markets

  HOUSEHOLDS

Households and individual consumers represent the largest market
segment for the New Car Dealers industry in Canada, accounting for an
estimated 84.2% of revenue in 2022.

Households are primary customers in all new car dealer activities, including new vehicle sales, trade-ins, used
vehicle sales, repair services and parts sales. Consumers under the age of 55 are expected to account for the
largest share of revenue in this segment, making up 49.8% in 2022, with this segment increasing as a share of
industry revenue over the five years to 2022. The younger segments of the population tends to drive more often
compared with older drivers. Therefore, demand for new cars and new car services provided by industry operators
typically trends higher. Consumers aged 65 and older are estimated to account for 16.2% of industry revenue in
2022, decreasing as a share of revenue over the past five years. Consumers aged 55 to 64 are expected to make
up 18.2% of revenue in 2022, growing as a share of revenue during the period.

Although baby boomers will likely expand industry sales moving forward since individuals aged 65 and older
comprise the fastest-growing segment of the population, the COVID-19 (coronavirus) pandemic has caused the
potential cessation of this trend in the short term. Though many baby boomers may opt to replace or upgrade their
vehicles prior to retirement amid more positive economic conditions, the challenging economic operating
environment wrought by the pandemic will likely infringe upon seniors' discretionary or luxury purchases by
decreasing their disposable income in the short term. Nonetheless, this is likely to reverse over the five years to
2027 as the economy recovers.



New Car Dealers in Canada February 2022

18 IBISWorld.com

CORPORATIONS

Corporations typically purchase minimally equipped vehicles, except for
alternative fuel vehicles, accounting for 14.4% of industry revenue in 2022.

This segment has remained fairly stable over the five years to 2022 compared with more profound growth and
declines in other market segments. Corporate vehicle purchases, including rental cars and service vehicles, tend to
favour vehicles manufactured by one of the big three automakers, although brands such as Hyundai are now
gaining in popularity. Corporate vehicles are typically bought through a separate fleet department within a
dealership. Industry car dealers do not normally handle large-quantity purchases. Instead, businesses use a
wholesale company or go directly to the manufacturer. Other markets include government agencies, including local
and federal law enforcement, which purchase vehicles for use by employees. This segment is projected to comprise
1.4% of revenue in 2022, decreasing slightly as a share of revenue over the past five years.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Operators in the Canadian New Car Dealers industry do not directly engage in international trade. Upstream motor
vehicle manufacturers or automotive wholesalers manage the imports relevant to this industry. Given that all new
light vehicles in Canada are ultimately sold through domestic car dealerships, the success of imported brands only
affects the distribution of revenue within the industry.

Business
Locations

  Establishments in the Canadian New Car Dealers industry are generally spread out according to the share of the population, as
store locations located in high-foot-traffic areas are likely to appeal to a wider demographic of consumers. Accordingly, most
industry sales are completed in Quebec and Ontario, as both of these provinces collectively account for an estimated 61.4% of
industry establishments in 2022 (26.0% and 35.4%, respectively). This is largely due to both of these provinces containing a
significant share of the Canadian population. To this end, Ontario is the most populous province, containing an anticipated 38.8%
of the population in 2022, with Quebec following at 22.5% as Canada's second-most populous province. Generally, most
Canadians tend to live in the southern part of the country, which is also the home to many of Canada's largest cities. Other
provinces that contain a significant portion of industry sales include Alberta and British Columbia, which are estimated to contain
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10.8% and 12.6% of industry establishments, respectively, in 2022.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The New Car Dealers industry in Canada is ultimately characterized by a low level of market share concentration.
The industry is highly fragmented, with the top two industry operators expected to generate less than 5.0% of
industry revenue in 2022. Moreover, 20.0% of industry operators in 2022 are nonemployers, according to Statistics
Canada (latest data available). Despite the industry's fragmentation, consolidation activity has risen over the five
years to 2022, as industry operators seek to gain market share through mergers and acquisitions. For example,
AutoCanada Inc., the largest industry operator, has managed to increase its consumer base through engaging in
numerous acquisitions of smaller companies.

Key Success
Factors

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

Provision of superior after-sales service:
Providing parts, repair services and vehicle trade-ins enhances revenue and profitability. Since these services are
more expensive at a new car dealership than at an independent shop, high service standards will be key to a
dealer's success.

Use of high volume/low margin strategy:
Consumers are taking progressively longer to purchase a new car, spending a significant amount of time comparing
prices. Dealerships that provide low prices will increase traffic and volume sales.

Superior financial management and debt management:
New car dealers are extensive users of debt capital, exposing them to considerable risk when the economy
suddenly weakens. Even as new car sales drop, dealers must still pay interest on their debt-purchased inventory.

Having contacts within key markets:
Dealers should have strong relationships with upstream automakers that supply vehicles and parts.

Cost Structure
Benchmarks
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  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to account for 2.1% of industry revenue in 2022. However,
profit varies depending on a company's scale of operations. Larger
companies benefit from lower operating expenses established through
economies of scale. Furthermore, profit varies depending on a
company's product and service mix. Dealers that offer parts and repair
divisions can generate higher profit than those that do not. Industry
profit has decreased over the five years to 2022 amid heightened price-
based competition and the COVID-19 (coronavirus) pandemic, which
has further eroded industry profit in 2020.

 

  Wages

New car dealerships require salespeople, technicians and office
workers to operate. Wages are expected to account for 7.7% of
industry revenue in 2022. This segment's share of industry revenue has
gradually risen over the past five years, as industry operators
increasingly opt to increase the quality of their respective workforces to
improve the overall consumer experience, thereby distinguishing
themselves from competitors.

 

  Purchases

Inventory purchases are by far the largest expense for a new car
dealership. New car dealers spend an estimated 85.2% of revenue on
vehicles held for sale in 2022. Dealers also stock parts, tires and
accessories for use in their growing parts and repair service business.
Floor plan interest expense, which is the total interest the dealer pays
on vehicles for sale as they sit in inventory, is an additional industry
purchase. Industry purchase costs have increased slightly as a share of
revenue over the past five years.

 

  Marketing

New car dealers engage in marketing efforts to draw in and retain
customers. Marketing expenses are expected to account for 0.8% of
industry revenue in 2022.
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  Depreciation

Depreciation is estimated to account for 0.6% of revenue in 2022,
remaining stable over the past five years.

 

  Rent

Rent costs are expected to account for 0.9% of industry revenue in
2022.

 

  Utilities

Utilities account for 0.3% of industry revenue in 2022.

 

  Other Costs

Other costs include legal fees and transportation costs, in addition to
vehicle repair and maintenance expenditures. Collectively, these costs
are expected to account for 2.4% of industry revenue in 2022.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian New Car Dealers industry experience strong
competition, particularly in large metropolitan areas where there are
dealers of every car make and even multiple dealers selling the same
make.

To this end, IBISWorld expects most of the industry's sales to be derived from Ontario, which is also the most
populous province in Canada. Moreover, dealers compete on new vehicle prices, in addition to warranty and credit
offerings.

The quality of customer service in the parts and repair business is a significant point of competition within a
franchise's dealer network. Poor customer service can ultimately drive downstream customers to other dealerships
within the franchise to get their car serviced without violating manufacturer warranties. Lastly, new car dealers also
compete on the basis of brand offerings, as customer preferences for a brand shift from year to year.

EXTERNAL COMPETITION

New car dealers encounter external competition on the part of
independent leasing companies, online purchasing services, warehouse
clubs, used car dealers and private sellers.

Leasing companies can operate with lower overhead costs and avoid franchise fees, helping them to undercut
dealer prices. Online pricing services provide customers the opportunity to request price quotes from competing
dealers, forcing dealers to cut profit. Warehouse clubs, such as Costco Wholesale Canada, offer wholesale pricing
on the Ford Motor Company's vehicles. Other forms of external competition for industry operators include oil change
centres, tire stores and independent service shops, with which new car dealers compete for parts and repair service
revenue.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry in the Canadian New Car Dealers
industry are moderate and primarily include substantial
capital requirements, access to distribution networks and
skilled labour. Establishing a brand name also presents a
barrier for some new entrants. These barriers largely
reflect the growing market share concentration among
new car dealers.

New entrants need to purchase a large volume of vehicles
and real estate to compete with incumbent companies.
High capital costs typically deter new entrants, especially
in highly competitive provinces such Ontario and Quebec.
Moreover, operators must pay different fees, including a
licensing fee, which differs between provinces. For
example, in Ontario, new car dealers must pay at least a
processing fee of $750.00 and a one-time contribution fee
of $300.00 to the Motor Vehicle Dealers Compensation
Fund. Additionally, new car dealers require a skilled
workforce, including salespeople and technicians.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Although the New Car Dealers industry in Canada has close ties with international automakers, primarily those
located in Japan, Germany and South Korea, new car dealers themselves have limited international presence. Most
industry-relevant revenue is generated through sales to domestic consumers. Although no regulation exists
preventing cross-border sales, US dealers have an incentive to sell to their local consumers as they are more likely
to return for car maintenance. This benefits the industry as domestic dealers do not typically compete with US
dealers, particularly on price. As a result, industry operators can charge a premium for many automobiles.

However, many vehicles are sourced from other countries, particularly the United States. Supply chain difficulties
due to the COVID-19 (coronavirus) pandemic have resulted in vehicle shortages, which may slow sales as the
pandemic wanes and economic conditions improve, until supply and demand and be normalized.
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Major Companies
There are no major players in this industry

Other Companies AutoCanada Inc.

  Market Share: 2.2%
  Edmonton, AB-based AutoCanada Inc. (AutoCanada) is Canada's largest publicly traded group and one of the

country's largest multilocation automobile dealership groups. The company has locations in British Columbia,
Alberta, Manitoba, Ontario, New Brunswick and Nova Scotia. Its 50 franchised dealerships primarily sell Chrysler
vehicles. The company also has several Hyundai, Mitsubishi, Nissan, Subaru and Volkswagen franchises.
AutoCanada was founded in 2006 and currently has 4,200 employees. AutoCanada operates in four segments,
which include new vehicle sales; used vehicle sales; parts, service and collision repair; and finance and insurance.
AutoCanada generates the bulk of its revenue from new vehicle sales, while most of its profit is derived from its
three other segments. IBISWorld expects AutoCanada to generate $3.4 billion in industry-relevant revenue in 2022,
corresponding to a market share of 2.2%. The company's varying segments and dealerships have insulated it from
larger declined amid the COVID-19 (coronavirus) pandemic, as the company reported its revenue declined 2.0% in
2020.

NewRoads Automotive Group

  Market Share: 0.2%
  NewRoads Automotive Group (NewRoads) is a privately held automotive chain that comprises General Motors, Kia,

Mazda and Subaru franchises north of Toronto. NewRoads was founded in 1960 and employs 50 people. Its seven
car dealerships sell both new and used vehicles. The dealerships also offer parts and repair services in addition to
leasing options for consumers and businesses. Since NewRoads is a private company, financial information for the
company is therefore unavailable. However, IBISWorld estimates that the company will generate $269.6 million in
industry-relevant revenue in 2022, corresponding to a market share of 0.2%. NewRoads has rebounded strongly
from declines brought on by the coronavirus pandemic as low interest rates have aided new car sales.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  Operators in the Canadian New Car Dealers industry
require salespeople, technicians and office workers to
operate. Wages are estimated to account for 7.7% of
industry revenue in 2022. This percentage has remained
steady over the five years to 2022, steadying the industry's
overall level of capital intensity in turn as the incorporation
of inventory management systems and other technologies
has spurred companies' need for higher-skilled labour.
Conversely, industry depreciation costs account for a
negligible share of revenue. By classifying vehicles as
short-term assets, new car dealers tend to avoid significant
depreciation expenses. Service equipment and the
physical dealership are the industry's primary long-term
assets. Therefore, industry operators are estimated to
spend $0.07 on capital for every $1.00 spent on labour in
2022, connoting a low degree of capital intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Low Innovation
Concentration

Unlikely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

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

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

Medium Market
Concentration

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

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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

In the Canadian New Car Dealers industry, rising technological innovation at
the automobile manufacturing level, such as the development of increasingly
fuel-efficient vehicles and autonomous vehicles, could ultimately represent an
opportunity for dealerships.

More operators will likely be able to generate more revenue by stocking these new, in-demand products. Nonetheless, the
industry is expected to also contend with the rising popularity of ride-sharing services, which will likely place downward
pressure on consumer demand for automobiles.

The level of technology change is    Low

  The New Car Dealers industry in Canada experiences a low level of
technological change.

Until recently, the industry's fundamental business operations had not changed significantly. The introduction of electronic
diagnostic equipment and inventory management systems has improved the efficiency of repair services and purchasing,
respectively. Additionally, the advent of the internet is rapidly altering the way consumers shop for vehicles by providing an
alternate marketplace of information for new vehicles and their pricing. Dealers are increasingly providing online features
that enable consumers to view inventory, schedule service appointments, complete financing applications and view the
manufacturers' suggested retail price.

A digital marketplace helps consumers better negotiate lower prices for new vehicles. At the same time, the medium is also
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increasing sales volume. For example, operators can increase traffic to their dealerships through cost-efficient internet
marketing, using their respective websites, affiliate programs with third-party websites or pay-per-lead vendors. Dealers rely
on platforms such as DealerRater's 360Certified program, which helps dealers to promote positive reviews and ratings on
their dealership site and other review sites.

Revenue
Volatility

The level of volatility is    Medium

  The New Car Dealers industry in Canada currently experiences a moderate
level of revenue volatility overall, which reflects relatively minor variations in
the level of downstream demand from consumers and businesses.

Although the COVID-19 (coronavirus) pandemic has caused some of the industry's demand conditions to fluctuate more
than usual, this is not projected to negatively affect revenue volatility as much as it is for other industries located in other
sectors of the economy. Generally, fluctuations in consumer sentiment, disposable income, household wealth and
corporate profit all influence demand for industry goods. The highest year of industry revenue growth over the five years to
2022 occurred in 2017, in which industry revenue grew 9.0%, while revenue has decreased as much as 8.4% in 2020 due
to the coronavirus pandemic. Industry revenue has fluctuated an average of 7.8% year-over-year over the five years to
2022.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The New Car Dealers industry in Canada is highly regulated.

Potential entrants in most provinces, including British Columbia, Ontario and Saskatchewan, must complete and pass a
certification course to become a dealer. Courses, which include information on the industry and how to maintain
professionalism, typically take nearly 24 hours to complete. Additionally, all dealers must complete and pass a background
check. Fraud convictions can preclude obtaining a dealership licence.

Dealers must also comply with the Motor Vehicle Dealers Act, which regulates the licensing of automotive dealers. The
legislation establishes dealer standards, including mandating the dealer disclosure of a vehicle's history. Industry operators
are further subject to lemon laws. Lemon laws require a dealer to fix a defective vehicle under the warranty that was sold
with the vehicle. Lemon laws do not require the seller to refund or replace the newly purchased vehicle if found defective
unless this is outlined in the warranty. Consumers can seek support under the Canadian Motor Vehicle Arbitration Plan to
resolve disputes involving new vehicle defects.

To combat the spread of COVID-19 (coronavirus), many provincial governments released orders for social distancing and
shelter-in-place protocols. These include the ordered closure or minimal operations of nonessential businesses. Other
provinces and territories have taken different steps by either releasing the lists of essential businesses, but not mandating
the closure of nonessential businesses or permitting nonessential businesses to stay open as long as they follow health
recommendations. What is considered essential and nonessential differs between the provinces. Consequently, many
operators have offered curbside pickups or delivery while others have increased their online presence and have closed
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their stores. This is due to lack of demand because of social distancing orders and fear of the spread of coronavirus.
Furthermore, many operators are considering the health of their employees by requiring masks to be worn by both
employees and customers when inside stores.

Industry
Assistance

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

The New Car Dealers industry in Canada receives support from industry
organizations such as the Canadian Automobile Dealers Association (CADA).

Founded in 1941 in Ottawa, CADA represents over 3,200 franchised new automobile dealerships. The group provides
members with advocacy and education support. Other industry trade groups are province-specific. For example, the Trillium
Automobile Dealers Association (TADA) provides support to Ontario's new car and truck dealers. Established in 1908,
TADA works to create fair and uniform business practices, standards of advertising and training and customer service
programs.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020. The Canada Emergency Wage Subsidy will also support up to 75.0% of an employee's wages, up to $847.00 weekly,
for employers that experienced a decrease in gross revenue of at least 15.0% in March and 30.0% in both April and May.
The program will be in place until at least March 13, 2022.
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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)

New vehicle
sales

(Million)
2013 116,385 11,146 4,384 3,958 132,822 N/A N/A 8,153 N/A 1.80
2014 122,474 11,701 4,456 4,058 131,229 N/A N/A 8,185 N/A 1.90
2015 131,979 13,181 4,460 4,134 146,564 N/A N/A 9,261 N/A 1.90
2016 138,853 14,057 4,491 4,187 159,629 N/A N/A 10,232 N/A 2.00
2017 151,326 15,946 4,528 4,221 184,085 N/A N/A 11,473 N/A 2.10
2018 152,114 15,583 4,677 4,273 178,426 N/A N/A 11,370 N/A 2.00
2019 152,125 15,724 4,571 4,300 175,327 N/A N/A 11,465 N/A 2.00
2020 139,378 13,747 4,647 4,338 168,909 N/A N/A 10,937 N/A 1.60
2021 150,997 15,607 4,565 4,348 178,028 N/A N/A 11,591 N/A 1.80
2022 156,310 16,113 4,639 4,416 184,035 N/A N/A 11,986 N/A 1.90
2023 160,834 16,564 4,709 4,480 189,076 N/A N/A 12,318 N/A 2.00
2024 163,298 16,830 4,758 4,526 192,195 N/A N/A 12,518 N/A 2.00
2025 165,314 17,029 4,802 4,568 194,234 N/A N/A 12,655 N/A 2.00
2026 167,251 17,225 4,836 4,601 196,362 N/A N/A 12,796 N/A 2.00
2027 169,133 17,418 4,881 4,645 198,710 N/A N/A 12,947 N/A 2.00

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
New vehicle

sales (%)
2013 9.69 7.70 2.74 1.38 6.28 N/A N/A 7.99 N/A 5.88
2014 5.23 4.98 1.64 2.52 -1.20 N/A N/A 0.39 N/A 5.55
2015 7.76 12.6 0.08 1.87 11.7 N/A N/A 13.1 N/A 0.00
2016 5.20 6.65 0.69 1.28 8.91 N/A N/A 10.5 N/A 5.26
2017 8.98 13.4 0.82 0.81 15.3 N/A N/A 12.1 N/A 5.00
2018 0.52 -2.28 3.29 1.23 -3.08 N/A N/A -0.91 N/A -4.77
2019 0.00 0.90 -2.27 0.63 -1.74 N/A N/A 0.83 N/A 0.00
2020 -8.38 -12.6 1.66 0.88 -3.67 N/A N/A -4.61 N/A -20.0
2021 8.33 13.5 -1.77 0.23 5.39 N/A N/A 5.98 N/A 12.5
2022 3.51 3.24 1.62 1.56 3.37 N/A N/A 3.40 N/A 5.55
2023 2.89 2.80 1.50 1.44 2.73 N/A N/A 2.76 N/A 5.26
2024 1.53 1.60 1.04 1.02 1.64 N/A N/A 1.62 N/A 0.00
2025 1.23 1.18 0.92 0.92 1.06 N/A N/A 1.09 N/A 0.00
2026 1.17 1.14 0.70 0.72 1.09 N/A N/A 1.11 N/A 0.00
2027 1.12 1.12 0.93 0.95 1.19 N/A N/A 1.18 N/A 0.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 9.58 N/A N/A 876 7.00 30.3 61,381
2014 9.55 N/A N/A 933 6.68 29.4 62,373
2015 9.99 N/A N/A 900 7.02 32.9 63,189
2016 10.1 N/A N/A 870 7.37 35.5 64,099
2017 10.5 N/A N/A 822 7.58 40.7 62,326
2018 10.2 N/A N/A 853 7.47 38.1 63,723
2019 10.3 N/A N/A 868 7.54 38.4 65,389
2020 9.86 N/A N/A 825 7.85 36.3 64,748
2021 10.3 N/A N/A 848 7.68 39.0 65,110
2022 10.3 N/A N/A 849 7.67 39.7 65,128
2023 10.3 N/A N/A 851 7.66 40.2 65,147
2024 10.3 N/A N/A 850 7.67 40.4 65,132
2025 10.3 N/A N/A 851 7.66 40.4 65,155
2026 10.3 N/A N/A 852 7.65 40.6 65,165
2027 10.3 N/A N/A 851 7.65 40.7 65,156

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

Canadian Automobile Dealers Association
http://www.cada.ca

Automotive Industries Association of Canada
http://www.aiacanada.com

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

Industry Jargon ECOBOOST ENGINE
Engines manufactured by the Ford Motor Company for Ford vehicles.

FLOOR PLAN FINANCING
A type of financing used to fund purchases of vehicles intended for sale.

LIGHT-DUTY VEHICLE
A passenger vehicle, sport utility vehicle or truck weighing less than 6,350 kilograms (14,000 pounds).

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

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

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

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

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

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

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

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

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

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

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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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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