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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:

· Customers with prime credit ratings have increased sharply as a share of revenue in the Canadian Car Dealers
industry, as lenders become more cautious about issuing loans for cars. For more detail, please see the Major
Markets chapter.

· Revenue is expected to rebound strongly in 2021 as the economy begins to normalize, but interest rates still
remain low. For more detail, please see the Current Performance chapter.

· The Government of Canada released a COVID-19 Economic Response Plan to support Canadians and
businesses enduring economic hardships due to the pandemic. Industry operators may be qualified to apply for
assistance, including wage subsidies. For more detail, please see the Industry Assistance chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Used Car Dealers industry in Canada sells used passenger vehicles, which includes cars, light trucks, sport

utility vehicles and vans. Used car dealers also provide parts and repair services and financing and insurance.

Major Players AutoCanada Inc.

Main Activities The primary activities of this industry are:

Selling used cars

Selling used light trucks

Wholesaling used vehicles

Offering vehicle financing

The major products and services in this industry are:

Used vehicles

Parts and services

Financing and insurance
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Supply Chain

SIMILAR INDUSTRIES

Car & Automobile Manufacturing
in Canada

New Car Dealers in Canada Motorcycle, Boat & ATV Dealers
in Canada

Bicycle Dealership & Repair in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Car & Automobile Sales Used Car Dealers in the US Classic Car Dealers Motor Vehicle Dealers in Australia

Car Dealers in China Used 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

$14.3bn
Revenue

Annual Growth

2016–2021

2.3%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$314.6m
Profit

Annual Growth

2016–2021

1.4%

  Annual Growth

2016–2021

 

2.2%
Profit Margin

Annual Growth

2016–2021

-0.1pp

  Annual Growth

2016–2021

 

7,625
Businesses

Annual Growth

2016–2021

0.6%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

13,778
Employment

Annual Growth

2016–2021

2.3%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

 

$836.0m
Wages

Annual Growth

2016–2021

2.5%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

2.3%
Per capita disposable income

-0.3pp
Overnight rate

-1.9%
New vehicle sales

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 Operators have been able to charge higher prices in recent
years

 Volatile gas prices have stimulated demand for specific
vehicle models

 Many lending institutions have been more likely to finance
used car buyers

 Consumers with stable employment will likely become
increasingly able to purchase used vehicles

 More motor vehicle registrations in Canada represents
steady demand growth

 Increasing competition will likely result in stagnant profit

 Despite growing prior to the pandemic, industry profit is
expected to decline
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  New vehicle sales

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Off the lot: Some operators will likely forgo significant expansion in
favour of increasing inventory

The Used Car Dealers industry in Canada has performed well over the five years to 2021, especially as the industry
has rebounded strongly from the COVID-19 (coronavirus) pandemic. Nonetheless, save for 2020, economic
conditions have been strong, with consumer spending increasing along with demand for big-ticket purchases such
as automobiles. Moreover, as a result of lingering uncertainty and high levels of per capita debt, many consumers
have opted to purchase relatively affordable used cars, rather than investing in new vehicles. Overall, industry
revenue is estimated to increase an annualized 2.3% to $14.3 billion over the five years to 2021. This includes a
projected increase of 7.9% in 2021 alone. This is primarily attributed to economic recovery from the coronavirus
pandemic as vaccine rollouts continue, enabling the industry to return to normal operations.

Despite growing prior to the pandemic, industry profit is expected to decline over the five years to 2021 due to the
pandemic. Vehicle prices began to rise during the first half of the period due to limited inventory. Times of economic
struggles often reduce fleet purchases and the number of leased vehicles, which has caused a shortage in the one-
to five-year-old used vehicles segment. Despite these positive trends, industry operators are expected to experience
heightened competition from external competitors, such as new car dealers and individual sellers, which may inhibit
profit growth over the coming years.

Many of these positive trends are expected to continue over the five years to 2026. However, the overnight rate is
expected to rise significantly over the next five years, making vehicle financing more expensive and less desirable.
As a result, demand for used vehicles is expected to slow. Additionally, the price of used vehicles is expected to
drop slightly due to an anticipated increase in vehicle supply during the outlook period. While many industry
operators are expected to forgo significant expansion of their operations in favour of increasing inventory at their
existing retail outlets, certain industry operators are anticipated to expand inorganically through acquisitions. For
example, AutoCanada Inc., one of the largest domestic players, is expected to continue acquiring small dealerships
to extend its geographical reach. Ultimately, industry revenue is forecast to increase an annualized 2.2% to $15.9
billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Used cars are an expensive discretionary purchase that consumers tend to avoid when their disposable income
declines. In contrast, as disposable income levels increase, consumers are more likely to purchase big-ticket items,
such as an automobile. Per capita disposable income is expected to decrease in 2021, posing a potential threat to
the industry.

 

New vehicle sales

Buying a used car is a more affordable alternative to purchasing a new car. When new cars are being bought, it
indicates that used cars are also being bought. New vehicle sales are expected to increase in 2021.

 

World price of crude oil

High gasoline prices, which are dictated by trends in crude oil prices, tend to constrain new and used vehicle sales.
Consumers with access to public transportation typically avoid vehicle purchases when gasoline prices rise. The
world price of crude oil is expected to grow in 2021.

 

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 in Canada. As interest rates trend higher, vehicle financing becomes
more expensive, which causes industry demand to fall. The overnight rate is expected to decrease in 2021,
representing a potential opportunity for the industry.
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Current
Performance

The Used Car Dealers industry in Canada has experienced strong growth
over the five years to 2021, as improving economic conditions during
most of the period have encouraged consumers to release pent-up
demand for big-ticket purchases, such as used vehicles.

Additionally, while per capita disposable income has increased during the period, high levels of consumer debt have
caused many consumers to remain cautious about making major investments. This has driven consumers to
purchase relatively affordable used cars rather than pricier new vehicles as many consumers view used vehicles as
more economically sound purchases than new vehicles. As a result of these positive factors, industry revenue is
estimated to increase an annualized 2.3% to $14.3 billion over the five years to 2021. However, this steady growth
was interrupted by the global spread of COVID-19 (coronavirus) in 2020. The Canadian economy is expected to
improve in 2021 as the pandemic begins to recede, which will result in revenue expanding 7.9% in 2021 alone.

The decline in 2020 is primarily accredited to social distancing and its effects such as closing nonessential
businesses and altering business practices to fulfill safety requirements during the coronavirus pandemic. Closing
orders and assignment of essential industries varies by provinces. Many deemed automotive repair as an essential
service. Consequently, dealerships that provide these services were able to remain open to provide these services.
However, many operators have either had to close their showrooms or alter services to cater to social distancing
and disinfecting needs. Furthermore, the unemployment rate dramatically increased in 2020 as many businesses lay
off or furlough employees. Accordingly, many consumers have put off making big-ticket discretionary purchases, at
least for the duration of the pandemic.

DEMAND AND RISING PRICES

A used vehicle that is two to three years old can cost significantly less
than a new vehicle.

However, used vehicle prices have risen over the past five years, largely due to limited inventory. At the same time,
per capita disposable income has also risen, enabling a greater number of consumers to make big-ticket purchases.
Benefiting from lower supply and higher demand, operators have been able to charge higher prices in recent years.
In addition, prior to 2020, consumers were willing to pay more for vehicles with higher mileage, bolstering industry
growth.

Higher selling prices have also bolstered industry profit, though this was derailed by the coronavirus pandemic.
Profit, measured as earnings before interest and taxes, is estimated to account for 2.2% of industry revenue in 2021,
down from 2.3% in 2016. However, profit varies depending on a company's scale of operations. Larger companies
typically 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 value-added parts and repair divisions are
generally able to generate relatively high profit. Additionally, while the industry is heavily fragmented, many industry
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operators with available credit have pursued substantial inorganic growth in recent years, using mergers and
acquisitions as a means to expand their geographic reach and cut costs through greater economies of scale. For
example, AutoCanada Inc., one of the largest industry players, has acquired more than a dozen small-scale
competitors in recent years.

Despite rising downstream demand, the number of industry enterprises is expected to climb, rising an annualized
0.6% to 7,625 companies over the five years to 2021 due to increases in acquisitions. However, knowledgeable and
experienced staff is very valuable in the industry and creates a competitive edge when compared with competitors.
Consequently, industry employment is estimated to grow an annualized 2.3% to 13,778 employees over the five
years to 2021. However, employment growth will likely slow over the coming years, largely due to advances in
inventory management software.

VOLATILE GAS PRICES

High gasoline prices typically hamper new and used vehicle sales.

When oil prices increase, consumers may turn to other modes of transit, including public transportation, which
negatively affects sales for used vehicles. Global oil prices have experienced significant volatility in recent years,
with the world price of crude oil declining a substantial 15.7% in 2016 and an additional 10.2% in 2019, before
decreasing an expected 32.7% in 2020. While this development has significantly constrained economic activity
across Canada's geographic regions and economic sectors, plummeting fuel prices have also encouraged many
consumers to purchase their own vehicles, rather than rely on public transit. In turn, this trend has generated
significant revenue opportunities for the industry. Volatile gas prices have also stimulated demand for specific
vehicle models, with a growing number of consumers turning to smaller and more fuel-efficient cars such as hybrids.

IMPROVING QUALITY

Meanwhile, greater access to information on used vehicles and
improvements in vehicle quality are further propelling industry growth.

There is a growing amount of industry-specific resources for consumers. For example, used car buyers can access
the Canadian Black Book and VMR Canada, which provide valuations for used vehicles. Additionally, independent
used car dealers have become more reputable in recent years, which are generally viewed as safe outlets from
which to make used vehicle purchases. Historically, used car dealers have encountered the stigma associated with
dealers that buy, sell and trade used vehicles without a licence, known as curbstoners. Further, many lending
institutions have been more likely to finance used car buyers in recent years. This trend has also contributed to
rising industry sales, as most consumers purchase used cars with cash or through financing arranged through
banks, credit unions or independent finance companies.
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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)

Per capita
disposable

income
($ thousand)

2012 8,566 770 7,066 6,934 9,419 N/A N/A 532 N/A 32,896
2013 8,905 756 7,469 6,961 9,205 N/A N/A 529 N/A 32,883
2014 9,653 836 7,720 7,071 9,765 N/A N/A 570 N/A 32,363
2015 11,012 948 7,786 7,216 10,877 N/A N/A 643 N/A 34,120
2016 12,754 1,099 7,869 7,414 12,292 N/A N/A 737 N/A 33,355
2017 13,102 1,163 7,869 7,512 13,349 N/A N/A 779 N/A 32,890
2018 13,578 1,204 8,112 7,606 13,687 N/A N/A 815 N/A 32,290
2019 14,393 1,231 7,873 7,629 13,516 N/A N/A 824 N/A 31,966
2020 13,252 1,050 7,814 7,617 13,000 N/A N/A 786 N/A 34,379
2021 14,299 1,221 7,892 7,625 13,778 N/A N/A 836 N/A 31,560
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Industry Outlook
Outlook The Used Car Dealers industry in Canada is set to experience stable

growth over the five years to 2026, continuing to climb at a similar rate as
over the five years to 2021.

Rising demand for used vehicles, particularly vehicles five years and older, will likely support industry demand.
However, rising overnight rates, which act as a proxy for overall interest rates in Canada, are expected to hamper
growth as they reached historic lows in 2021 amid the COVID-19 (coronavirus) pandemic and will likely rise as the
economy normalizes. Furthermore, the industry is expected to be in recovery following the decline in 2020, which
was caused by the pandemic-induced economic downturn. Overall, industry revenue is forecast to increase an
annualized 2.2% to $15.9 billion over the five years to 2026.

RISING DEMAND

Consumers have increasingly been opting to purchase used vehicles over
new ones over the past decade, a trend that is expected to continue
trending upward over the next five years.

This long-term shift in vehicle preferences is attributed to consumers perceiving used vehicles as a better value than
new vehicles. New vehicles lose between 6.0% and 9.0% of their resale value after the initial purchase, with
depreciation of some new vehicles reaching as high as 20.0%. Additionally, vehicles have improved in quality, which
gives purchasing a used car even greater value as vehicles have become more durable. These factors, along with
improving economic conditions, are expected to support revenue growth over the next five years.

For instance, per capita disposable income is projected to increase an annualized 0.8% over the five years to 2026,
enabling more everyday consumers to make big-ticket purchases. At the same time, the overnight rate is projected
to increase from 0.3% in 2021, a historic low, to 1.8% in 2026, which could constrain industry revenue growth. When
the overnight rate rises, vehicle financing becomes more expensive, which results in declining demand for new and
used cars. Nevertheless, many consumers with stable employment and income will likely become increasingly
willing and able to purchase used vehicles over the next five years, keeping the industry afloat.

SUPPLY TRENDS

The supply of used vehicles in Canada will likely continue to expand over
the next five years, largely due to the gradual return of leasing and
consumer trade-ins.

The supply of vehicles in Canada will also likely be bolstered by growing imports from the United States, especially
as the country's vehicle production kicks back into gear. There are limited restrictions placed on moving vehicles
between the United States and Canada. Under the United States-Mexico-Canada Agreement, consumers and
nonmanufacturers can legally import vehicles into Canada from the United States, and vice versa, on a duty-free
basis. Overall, the number of motor vehicle registrations in Canada is forecast to increase an annualized 2.3% over
the five years to 2026, representing steady growth in demand for industry services.

RENEWED DEMAND AND RISING PRICES
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As a result of improving conditions in the Canadian economy, particularly
at the consumer level, many used car dealers are expected to expand their
operations over the coming years.

The number of industry establishments will likely rise an annualized 1.1% to 8,352 locations over the five years to
2026. Moreover, acquisition activity is expected to remain prominent during the outlook period, as industry operators
vie for a greater share of the market. The industry's largest operators will also likely benefit from increasing
economies of scale, which will enable these players to achieve lower costs and bolster profit. However, increasing
competition will likely result in stagnant profit for the industry at large. As a result, industry profit, measured as
earnings before interest and taxes, is expected to remain steady, accounting for 2.2% of revenue in 2026. Moreover,
industry employment is forecast to rise an annualized 2.1% to 15,314 workers over the five years to 2026. However,
while the industry is expected to experience steady employment growth moving forward, certain technological
improvements, such as the proliferation of inventory management software, will likely inhibit such growth.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($
thousand)

2021 14,299 1,221 7,892 7,625 13,778 N/A N/A 836 N/A 31,560
2022 14,854 1,269 8,030 7,753 14,291 N/A N/A 867 N/A 32,740
2023 15,221 1,300 8,132 7,849 14,656 N/A N/A 889 N/A 32,722
2024 15,492 1,322 8,213 7,927 14,919 N/A N/A 905 N/A 32,677
2025 15,720 1,341 8,293 8,002 15,128 N/A N/A 918 N/A 32,707
2026 15,926 1,359 8,352 8,060 15,314 N/A N/A 930 N/A 32,786
2027 16,116 1,376 8,435 8,138 15,511 N/A N/A 941 N/A 32,886
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry has clearly defined product segments

The number of dealers operating in the industry has experienced stable growth

There is little product innovation that occurs among industry retailers

The Used Car Dealers industry in Canada is in the mature phase of its economic life cycle. Industry value added
(IVA), which measures an industry's contribution to the overall economy, is forecast to grow an annualized 2.1%
over the 10 years to 2026. In contrast, Canadian GDP is projected to increase an annualized 1.9% during the same
period. An industry that is growing in line with the economy at large is indicative of a mature industry. Additionally,
other factors cement this industry's maturity.

For instance, industry operators offer a relatively standardized variety of products to downstream consumers and
there is little product innovation that occurs among industry retailers. Moreover, the industry plays a crucial role in
the broader economy, as many consumers rely exclusively on used vehicles for their daily transit. Therefore, the
industry generally benefits from stable demand and wholehearted acceptance of its products by downstream
markets. Additionally, the number of dealers operating in the industry has experienced stable growth in recent years,
with the number of industry enterprises projected to grow an annualized 0.8% over the 10 years to 2026.
Additionally, mounting internal competition and ongoing acquisition activity may somewhat constrain growth in
industry participation, as many relatively large-scale dealers continue to acquire smaller competitors to extend their
geographical reach and develop cost-saving synergies such as economies of scale. Ultimately, these factors
reinforce the industry's mature status.
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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

Consumers in Canada

Automobile Wholesaling in Canada

2nd Tier

Auto Mechanics in Canada

Car Body Shops in Canada

Products & Services

  Operators in the Canadian Used Car Dealers industry sell used light
vehicles, including cars and trucks.

The industry also generates revenue by providing vehicle parts and automobile services. Used vehicle sales have
risen over the five years to 2021. Financing and insurance services are directly tied to used vehicle sales, which
results in this segment generating a notable share of industry revenue.

USED VEHICLES

The sale of used vehicles is expected to account for 63.4% of industry
revenue in 2021.

This product segment has expanded as a share of industry revenue over the five years to 2021 as consumers
across Canada rely almost exclusively on personal vehicles for transportation, since public transit options are not
always readily available. Moreover, demand for used vehicles has risen over the past five years, bolstered by strong
economic conditions during most of the period. In the short term, the segment is likely to contract due to the
COVID-19 (coronavirus) pandemic as consumer spending and confidence is limited, which will likely cause
consumers to opt to repair vehicles instead of purchasing one.

PARTS AND SERVICES

Parts and services account for 25.6% of industry revenue in 2021,
declining as a share of revenue during the period.

Used car dealers provide a wide array of parts and repair services, however industry operators are increasingly
competing with new car dealerships seeking additional revenue. Nevertheless, industry operators still generate a
significant amount of revenue from repair services as companies, such as AutoCanada Inc., continually invest in
high-skilled workers and sophisticated equipment that small, independent automobile repair shops cannot afford.
This segment is likely to increase in the short term due to the consequences of social distancing caused by efforts to
slow the spread of coronavirus. Many dealerships closed their showrooms, but kept service bays and parts
departments open.
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FINANCING AND INSURANCE

Financing, insurance and other services are estimated to account for
11.0% of industry revenue in 2021.

Many industry operators offer customers a variety of insurance and vehicle warranty products with the sale of used
vehicles. While this segment experiences competition from other financial institutions, it has represented an
increasing share of industry revenue over the past five years, as these operations generally follow movements in a
dealer's overall used car sales.

Demand
Determinants

Demand for the Canadian Used Car Dealers industry is strongly
dependent on consumers' disposable income and the affordability of new
vehicles.

Levels of household debt, interest rates and gasoline prices also contribute to variations in used vehicle demand.
With the exception of gasoline prices, trends in these indicators tend to be relatively stable, resulting in consistent
demand for industry products.

Consumers' financial stability and spending power are the most significant factors affecting demand for used cars.
When levels of per capita disposable income decline, most consumers limit their spending, especially on large
discretionary purchases such as vehicles. In contrast, when disposable income is high, consumers are more likely to
purchase big-ticket items such as a used vehicle. Demand for used vehicles is also dependent on new vehicle
prices. With high levels of per capita debt, many consumers remain hesitant to purchase a new vehicle, which is
more expensive than a used vehicle. Additionally, used vehicle prices have increased over the five years to 2021
due to a lack of used car inventory, which threatens industry demand.

During economic downturns or global crises, consumers' financial stability becomes shaken, therefore lessening
industry demand. Early during the COVID-19 (coronavirus) pandemic, unemployment skyrocketed and consumer
spending decreased; consequently, many consumers limited their spending on discretionary purchases such as a
new vehicle. However, many consumers who were planning on buying a vehicle prior to the coronavirus pandemic,
will likely put off the purchase until they feel financially stable.

Major Markets

  The Used Car Dealers industry in Canada sells vehicles to customers with
a wide range of creditworthiness.

  Used car dealers classify customers' creditworthiness in five different credit rating segments, with deep subprime
customers possessing the worst credit. Customers choose to purchase vehicles from used car dealers for different
reasons, depending on their credit score. As the economy recovers following the worst of the COVID-19
(coronavirus) pandemic, expansion in credit availability has made it easier and affordable for these customers to get
financing. However, customers with the worst credit scores are largely unable to purchase vehicles on traditional
credit, encountering interest rates of 6.0% or more above prime rates.

SUBPRIME AND DEEP SUBPRIME CUSTOMERS

Subprime and deep subprime customers are expected to account for
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15.1% and 2.0% of industry revenue, respectively, in 2021.

Subprime customers have a FICO credit score between 550 and 619. In contrast, deep subprime customers
possess a FICO score less than 550. These customers are the most likely to default on debts, especially during
periods of high unemployment. These customers have fallen as a share of revenue over the five years to 2021 as
the economy has suffered due to the coronavirus pandemic, causing lenders to be stricter to whom they lend
money.

NONPRIME CUSTOMERS

Nonprime customers are expected to account for 18.0% of industry
revenue in 2021.

Nonprime customers' credit ratings correspond to a FICO score between 620 and 679. These customers have
increased slightly as a share of revenue over the past five years due to the worsening economy.

PRIME CUSTOMERS

Prime customers are expected to account for 44.3% of industry revenue in
2021.

Prime credit ratings correspond to a FICO score between 680 and 739. Customers with intermediate credit scores
may choose to purchase vehicles at a used car dealer to protect their credit scores for more important purchases.
During periods of economic instability, tighter lending standards make credit less accessible and more expensive for
customers. As a result, this segment has increased rapidly as a share of revenue over the past five years.

SUPER PRIME CUSTOMERS

Super prime customers have FICO scores of 740 or higher.

These customers have a strong history of on-time payments and use a low proportion of credit available to them.
Super prime customers are expected to account for 20.6% of industry revenue in 2021. With such a high credit
rating, these customers qualify for the best interest rates. Super prime customers may choose to purchase vehicles
from a used car dealer, whether financed or cash, to protect their favourable credit. Increasing their rate of credit use
could hurt their FICO score, resulting in higher interest rates on their credit cards or home loans. As credit has
gotten harder to secure, this segment has fallen 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

The Used Car Dealers industry in Canada does not directly engage in international trade. Motor vehicle
manufacturers or automotive wholesalers manage the imports relevant to this industry. Given that most used 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.
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Business
Locations

  The geographic spread of establishments in the Canadian Used Car Dealers industry generally follows the distribution of the
overall Canadian population. With a population of 38.0 million people dispersed over a large geographic area, most of the
population tends to live in the southern part of the country, which is also home to 17 of Canada's largest cities. Most industry sales
are completed in the most populous regions, with Ontario accounting for an estimated 39.4% of industry establishments and
38.8% of the population in 2021. Similarly, Quebec is expected to account for 30.0% of industry establishments and 22.5% of the
population in 2021. Other major regions for used car dealers include British Columbia and Alberta, which are home to 7.7% and
8.5% of industry establishments, respectively, in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Used Car Dealers industry in Canada is highly fragmented and has a low level of concentration. AutoCanada
Inc. is the only company that is expected to hold more than 5.0% of the market in 2021. The company, which has
benefited from several acquisitions over the five years to 2021, is estimated to account for 9.8% of the industry in
2021. This low degree of concentration reflects the large number of nonemployers operating within the industry and
the industry's high level of internal competition. For instance, nonemploying entities account for 67.0% of all
companies operating within this industry. Moving forward, the industry is projected to remain relatively fragmented,
though certain large-scale dealers are expected to increase their market share by leveraging their superior
purchasing power and economies of scale to force smaller competitors out of the market.

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:
Industry operators need access to reliable maintenance facilities to service warranty agreements and offer higher
levels of customer service over competitors.

Superior financial management and debt management:
Used car dealers need exceptional financial and debt management because a high proportion of sales are financed
through the dealership.

Effective cost controls:
Used car dealers need to aggressively manage operating costs, particularly labour expenses, to maintain
profitability. Control of financing and debt expenses is unavoidably limited.

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

Adaptability of operations to comply with social distancing protocols:
Companies that follow and enforce social distancing guidelines and procedures are more likely to meet
governmental requirements to remain in business, and retain increasingly health-conscious consumers.

Specialization in a product/service that is considered essential by legislators:
The specialization in a product or service that is considered essential by legislators is a key requirement for
businesses opting to remain open to the public during the COVID-19 (coronavirus) pandemic.
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Cost Structure
Benchmarks

  Profit

Industry profit varies significantly depending on a company's scale of
operations, with larger companies benefiting from lower operating
expenses established through economies of scale. Profit can also vary
depending on a company's product and service mix. Dealers that offer
parts and repair divisions are generally able to generate a higher
margin than those that do not. Profit has decreased due to the
COVID-19 (coronavirus) pandemic, which reduced profit to a historic
low in 2020. Overall, industry profit, measured as earnings before
interest and taxes, is estimated to account for 2.2% of revenue in 2021,
down from 2.3% in 2016.

 

  Wages

Used car dealerships require salespeople, technicians and office
workers. Wages are estimated to account for 5.8% of industry revenue
in 2021. Wages are estimated to grow at a quicker rate than industry
revenue over the five years to 2021, which has resulted in both
employment and the average wage increasing. However, wages have
grown at a slightly faster rate than revenue, so wages have remained
steady as a share of industry revenue during the period. Due to the
coronavirus pandemic, some operators have been forced to allocate
less revenue toward wages, which has led to layoffs. However, the
industry is largely composed of nonemploying entities and small- and
medium-sized companies, with 67.0% of enterprises being
nonemployers, while 67.5% of those that do employ have fewer than
five employees. Those operators are highly dependent on those
employees and they will likely keep those few employees if they remain
open. As some dealers move sales operations online, many dealers will
likely have employees offer services remotely.
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  Purchases

Inventory purchases represent the largest expense for a typical used
car dealership. In 2021, purchases account for an estimated 84.9% of
revenue, and primarily consist of vehicles held for sale, equipment,
software and other purchases. This share has fluctuated slightly but
has remained relatively stable over the past five years. Prior to selling
the vehicle, used car dealers repair and recondition the vehicle.
However, dealers have been spending less on reconditioning vehicles
due to improved initial vehicle quality and the purchase of newer
vehicles. Larger operators can control reconditioning costs through on-
site wholesale auctions, where less desirable vehicles are sold to
smaller used car dealers. While the supply chain for dealerships to
access equipment may be disturbed during the coronavirus pandemic
due to limitations on trade and disrupted manufacturers, the industry's
primary products are secondhand vehicles that are almost exclusively
bought from domestic consumers. However, imported vehicles from the
United States may be less available.

 

  Marketing

Car dealers must maintain substantial marketing efforts to draw in
customers. Marketing costs are expected to account for 1.2% of
industry revenue in 2021.

 

  Depreciation

Depreciation is estimated to account for 0.5% of industry revenue in
2021.
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  Rent

Rent expenses are expected to account for a modest 1.4% of industry
revenue in 2021, as the buildings required to store inventory are often
large, but relatively simple warehouses.

 

  Utilities

Utilities are expected to account for 0.5% of industry revenue in 2021.

 

  Other Costs

Other costs for industry operators include computer hardware,
communication services, repairs and maintenance. Other costs are
anticipated to account for 3.5% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Used Car Dealers industry in Canada is highly competitive.

Dealers compete primarily on the basis of vehicle prices, but may also compete through warranty and financing
options, in addition to knowledge and sales experience. Offering products of high quality can also differentiate
industry providers, and therefore, provide a competitive advantage. Additionally, larger operators are generally able
to offer a larger inventory to their customers, enabling the company to attract a great diversity of clients while
benefiting from economies of scale. Dealers also gain a competitive advantage from providing quality customer
service. Recruiting and maintaining a highly skilled workforce will enable operators to provide better customer
service.

Technological advancements also contribute to increasing competition between industry operators. Customers can
browse dealership inventories on their smartphones, tablets or computers, giving them a wider option to choose
from. Therefore, companies must keep their websites and mobile sites user friendly and as up to date as possible to
reduce the risk of losing business to a competing dealership.

Furthermore, during the COVID-19 (coronavirus) pandemic, dealerships that have been able to move their sales
operations seamlessly to online have had a competitive advantage. The ability to alter operations is also beneficial
for dealerships. Other dealers that may keep their showrooms open have altered showroom etiquette to comply with
social distancing. These changes include limiting the number of people permitted in a showroom or switching to
meeting by appointments only. In addition, increased cleaning to disinfect all surfaces has been implemented.
Moreover, providing a variety of services has also given dealerships a leg up during the pandemic. In many
provinces, automotive repair has been declared essential. Consequently, dealerships that provide these services
have been able to remain open, despite having to close their showrooms.

EXTERNAL COMPETITION

Used car dealers experience stiff competition from operators in the
Canadian New Car Dealers industry (IBISWorld report 44111CA), and
individual vehicle owners who sell their vehicles themselves.

For instance, new car dealers generally benefit from superior facilities and a wider range of vehicles, while individual
owners are typically able to offer lower prices than dealerships.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Used Car Dealers industry in Canada is
characterized by moderate barriers to entry and is largely
composed of nonemploying entities and small- and
medium-sized companies. For instance, the industry is
highly fragmented, with just one company holding a
significant market share of more than 5.0%. This low
concentration leads to intense price-based competition
among industry operators, which can make it difficult for
new entrants to generate a reasonable profit.
Consequently, this market structure often acts as a barrier
to entry for potential small-scale operators. Additionally,
dealers entering the industry usually encounter significant
capital costs. Industry operators must make large, up-
front investments in inventory purchases and dealership
lots. New entrants also need to be aware of the
appropriate value and demand for used vehicles to avoid
holding obsolete inventory.

The COVID-19 (coronavirus) pandemic in 2020 has been
especially challenging for industry operators. Many
establishments have been forced to close significant
portions, if not the total, of their operations for prolonged
periods of time. While many have increased their online
operations, it is unlikely to offset the income loss. Many
dealerships operate on a thin margin, so continued
closure may be devastating. This may lead operators to
close their dealerships permanently.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Used Car Dealers industry in Canada has a low level of globalization, as the industry's primary products are
secondhand vehicles that are almost exclusively sold to domestic consumers. Additionally, under the United States-
Mexico-Canada Agreement, consumers and nonmanufacturers have historically been permitted to import vehicles
into Canada from the United States, and vice versa, on a duty-free basis. However, these international transactions
are conventionally recorded at the upstream manufacturing and wholesaling levels, which are not included in this
retail industry.

During the COVID-19 (coronavirus) pandemic in 2020, the supply chain of the industry has been somewhat
disrupted, such as imported vehicles from the United States being less available. Also, if operators provide service
bays and parts departments, many of the products needed to perform these services may be affected due to the
limitations on trade and the operations of the manufacturers being disturbed.
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Major Companies

Major Players AutoCanada Inc.

Market Share: 9.8%

  Edmonton, AB-based AutoCanada Inc. (AutoCanada) is one of the country's largest multilocation automobile
dealership groups, with locations in British Columbia, Alberta, Manitoba, Ontario, New Brunswick and Nova Scotia.
AutoCanada was founded in 2006 and currently has an estimated 4,200 employees. The company's 50 franchised
dealerships primarily sell Chrysler vehicles, though AutoCanada also operates Hyundai, Mitsubishi, Nissan, Subaru
and Volkswagen franchises. AutoCanada operates in four segments, which include new vehicle sales; used vehicle
sales; parts, service and collision repair; and finance and insurance.

The company is expected to place an emphasis on growing inorganically via acquisitions over the five years to
2021. AutoCanada continued expanding, acquiring both Wellington Motors Limited and Guelph Hyundai in 2016.
However, the company's largest acquisition was not industry-relevant, as AutoCanada expanded into the United
States in 2018 by acquiring Grossinger Auto Group, which is based in Illinois and includes eight dealerships within
the state.

Financial performance

AutoCanada generates the bulk of its revenue from new vehicle sales, which is excluded from its industry-relevant
revenue. The company benefits from the relatively respectable profit generated through the sale of used vehicles
and accompanying parts, accessories and value-added services, all of which are included in the Used Car Dealers
industry in Canada. Additionally, many downstream consumers have begun to release pent-up demand for big-ticket
purchases, such as used vehicles, boosting the company's industry-relevant sales. Overall, AutoCanada's industry-
relevant revenue is estimated to increase an annualized 4.0% to $1.4 billion over the five years to 2021. However,
profit is expected to fall an annualized 0.4% to $33.3 million during the same period amid volatile commodity prices.
The company has benefited from consistent growth over the past five years, even during the COVID-19
(coronavirus) pandemic. Supply chain disruptions at the manufacturing level reduced the supply of new cars, which
increased demand for used vehicles. Used vehicle sales increased 13.4% for the company in 2020.
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AutoCanada Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,148.1 N/C 34.0 N/C
2017 1,172.5 2.1 34.9 2.6
2018 1,102.0 -6.0 11.6 -66.8
2019 1,242.3 12.7 25.3 118.1
2020 1,326.4 6.8 38.1 50.6
2021 1,397.0 5.3 33.3 -12.6

Source: Annual Report and IBISWorld
Note: *Estimates
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Used Car Dealers industry in Canada is characterized
by a low degree of capital intensity, with the typical
operator estimated to spend $0.09 on capital investments
for every $1.00 spent on labour inputs in 2021. Used car
dealers require some capital, typically limited to a few
computers, vehicle diagnostic equipment and sales space.
Most investments for the industry come in the form of
vehicle stock, which is held-for-sale and not depreciated.
Many dealerships further reduce their capital investment by
foregoing parts and services departments and focusing
purely on vehicle sales. However, as industry operators
increasingly automate their processes, capital intensity is
expected to follow suit.
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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.

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.

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

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.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

The most disruptive force in the Canadian Used Car Dealers industry has been
the pressure from websites such as Carfax that provide vehicle history
reports.

Consumers gain more information about used vehicles and are able to make more informed decisions about their vehicle
purchases due to these services. However, this has shifted power away from used car dealers, leading to them having to
accept lower prices.

The level of technology change is    Low

  The Used Car Dealers industry in Canada has limited exposure to
technological change, as the industry's central activity, selling vehicles, has
changed little over the past 50 years.

Additionally, the internet and its effects on consumer purchasing significantly altered the industry's marketing practices over
the past decade. More Canadian consumers are using the internet for personal reasons, including researching used
vehicles. As a result, more used car dealers are building an online and mobile presence by developing dealership websites
and advertising on social media sites. Many industry operators have also made use of inventory management software and
other applications that can track expenses, manage inventories and organize customer receipts, reducing the industry's
reliance on labour inputs and improving overall operating efficiency.
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During the COVID-19 (coronavirus) pandemic, many industry operators have pivoted operations to have more of an online
presence. In many provinces, dealerships have either been ordered to or chosen to close showrooms and in-person
vehicles sales because they are considered nonessential. Therefore, many have expanded their online sales to continue
operations. However, sales are still expected to be significantly slower than before the pandemic.

Revenue
Volatility

The level of volatility is    Medium

  The Used Car Dealers industry in Canada has experienced a moderate level of
revenue volatility over the five years to 2021.

Periods of volatile revenue growth are not uncommon in this industry, as the discretionary and costly nature of vehicle
purchases makes it difficult for suppliers to anticipate surges and declines in downstream demand. Fluctuations in
consumer sentiment, disposable income and employment levels also influence demand for industry goods.

Additionally, the world price of crude oil fell 47.2% and 15.7% in 2015 and 2016, respectively. Moreover, the overnight rate
dropped 37.5% and 20.0% over the same years, significantly bolstering demand for industry goods just prior to the period.
When the price of oil is low, consumers are more likely to make vehicle purchases instead of opting for public
transportation. Similarly, when the overnight rate is low, vehicle financing becomes less expensive, which increases
industry demand. As a result, industry revenue jumped 14.1% in 2015 and 15.8% in 2016.

Furthermore, due to the COVID-19 (coronavirus) pandemic, unemployment grew 67.4% in 2020. Moreover, the Consumer
Confidence Index declined 27.2% that same year. These factors are expected to significantly depress demand for industry
goods. When unemployment is high, consumers are less likely to make vehicle purchases because they are unlikely to
have the resources to afford a vehicle. Similarly, declines in per capita disposable income and consumer confidence
decrease industry demand. As a result, industry revenue decreased 7.9% in 2020. The industry is expected to rebound in
2021 amid better economic conditions, temporarily increasing revenue volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Used Car Dealers industry in Canada is subject to a moderate level of
regulation.

For example, used car dealers in Canada must comply with the Motor Dealers Act, which regulates the licensing of
automotive dealers. This 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. Additionally, consumers can seek support under the
Canadian Motor Vehicle Arbitration Plan to resolve disputes involving vehicle defects.

To combat the spread of COVID-19 (coronavirus), many provincial governments have released orders for social distancing
and shelter-in-place protocols. These include the ordered closure or minimal operations of nonessential businesses. Other
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provinces and territories have taken different steps by permitting nonessential businesses to stay open as long as they
follow health recommendations. What is considered essential and nonessential differs between the provinces. In many
provinces, showrooms and vehicle sales are not considered essential, but service bays and parts departments may stay
open. However, for many operators, part sales must be through curbside pick-up or delivery. For car sales, dealerships
may move operations to virtual means. However, while many dealerships across Canada were permitted to stay open in
2020, many were not. This has been due to lack of demand because of social distancing orders and fear of the virus.
Furthermore, many operators have considered the health of their employees.

Industry
Assistance

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

The Used Car Dealers industry in Canada does not generally receive direct
grants or subsidies from federal or provincial governments, though operators
frequently benefit from the assistance of various trade associations.

For instance, the industry receives support from industry organizations such as the Automotive Industries Association of
Canada (AIA). Established in 1952, the AIA is the national trade association for the automotive aftermarket industry and the
association's membership extends to more than 4,000 locations across Canada. Additionally, many regions of Canada
have province-specific trade associations that support the particular needs of used car dealers in the area. For example,
the Used Car Dealers Association of Ontario represents more than 5,000 used car dealers in Ontario. Founded in 1984, the
nonprofit organization seeks to improve the industry's image through workforce development programs, conflict mediation
and government advocacy.

In response to the spread of COVID-19 (coronavirus), the Government of Canada released a COVID-19 Economic
Response Plan to support Canadians and businesses suffering economic hardships due to the pandemic. Industry
operators may qualify for government assistance. The government announced support for businesses including new
measures that help businesses stay open and their workers employed. Included in these measures are expanding the
Canada Emergency Business Account to businesses that paid between $20,000 and $1.5 million in total payroll in 2019.
The program was previously available to businesses with payrolls between $50,000 and $1.0 million. Second, the
government intends to premiere the Canada Emergency Commercial Rent Assistance program for businesses. The
program provides loans to commercial property owners that, in turn, lower or forgo the rent of businesses for the months of
April, May and June. Additional support is available for businesses, including the Canada Emergency Wage Subsidy
(CEWS), which is a subsidy that generally covers 75.0% of an employee's wages, up to $847.00 per week.
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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)

Per capita
disposable

income ($
thousand)

2012 8,566 770 7,066 6,934 9,419 N/A N/A 532 N/A 32,896
2013 8,905 756 7,469 6,961 9,205 N/A N/A 529 N/A 32,883
2014 9,653 836 7,720 7,071 9,765 N/A N/A 570 N/A 32,363
2015 11,012 948 7,786 7,216 10,877 N/A N/A 643 N/A 34,120
2016 12,754 1,099 7,869 7,414 12,292 N/A N/A 737 N/A 33,355
2017 13,102 1,163 7,869 7,512 13,349 N/A N/A 779 N/A 32,890
2018 13,578 1,204 8,112 7,606 13,687 N/A N/A 815 N/A 32,290
2019 14,393 1,231 7,873 7,629 13,516 N/A N/A 824 N/A 31,966
2020 13,252 1,050 7,814 7,617 13,000 N/A N/A 786 N/A 34,379
2021 14,299 1,221 7,892 7,625 13,778 N/A N/A 836 N/A 31,560
2022 14,854 1,269 8,030 7,753 14,291 N/A N/A 867 N/A 32,740
2023 15,221 1,300 8,132 7,849 14,656 N/A N/A 889 N/A 32,722
2024 15,492 1,322 8,213 7,927 14,919 N/A N/A 905 N/A 32,677
2025 15,720 1,341 8,293 8,002 15,128 N/A N/A 918 N/A 32,707
2026 15,926 1,359 8,352 8,060 15,314 N/A N/A 930 N/A 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 0.00 0.74 -1.72 -2.63 1.17 N/A N/A 1.40 N/A 0.48
2013 3.95 -1.88 5.70 0.38 -2.28 N/A N/A -0.70 N/A -0.05
2014 8.40 10.6 3.36 1.58 6.08 N/A N/A 7.79 N/A -1.58
2015 14.1 13.4 0.85 2.05 11.4 N/A N/A 12.9 N/A 5.42
2016 15.8 15.9 1.06 2.74 13.0 N/A N/A 14.6 N/A -2.25
2017 2.73 5.86 0.00 1.32 8.59 N/A N/A 5.58 N/A -1.40
2018 3.63 3.52 3.08 1.25 2.53 N/A N/A 4.71 N/A -1.83
2019 5.99 2.18 -2.95 0.30 -1.25 N/A N/A 1.10 N/A -1.01
2020 -7.93 -14.7 -0.75 -0.16 -3.82 N/A N/A -4.64 N/A 7.54
2021 7.89 16.3 0.99 0.10 5.98 N/A N/A 6.36 N/A -8.21
2022 3.88 3.98 1.74 1.67 3.72 N/A N/A 3.75 N/A 3.73
2023 2.46 2.37 1.27 1.23 2.55 N/A N/A 2.53 N/A -0.06
2024 1.77 1.70 0.99 0.99 1.79 N/A N/A 1.78 N/A -0.14
2025 1.46 1.45 0.97 0.94 1.40 N/A N/A 1.41 N/A 0.09
2026 1.31 1.31 0.71 0.72 1.22 N/A N/A 1.25 N/A 0.24

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 8.99 N/A N/A 909 6.22 1.33 56,524
2013 8.49 N/A N/A 967 5.94 1.23 57,436
2014 8.66 N/A N/A 989 5.90 1.26 58,361
2015 8.61 N/A N/A 1,012 5.84 1.40 59,134
2016 8.62 N/A N/A 1,038 5.78 1.56 59,982
2017 8.88 N/A N/A 981 5.94 1.70 58,319
2018 8.87 N/A N/A 992 6.00 1.69 59,560
2019 8.55 N/A N/A 1,065 5.73 1.72 60,980
2020 7.92 N/A N/A 1,019 5.93 1.66 60,462
2021 8.54 N/A N/A 1,038 5.85 1.75 60,676
2022 8.55 N/A N/A 1,039 5.84 1.78 60,696
2023 8.54 N/A N/A 1,039 5.84 1.80 60,685
2024 8.53 N/A N/A 1,038 5.84 1.82 60,681
2025 8.53 N/A N/A 1,039 5.84 1.82 60,689
2026 8.53 N/A N/A 1,040 5.84 1.83 60,703

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

DesRosiers Automotive Consultants Inc.
http://www.desrosiers.ca

Canadian Vehicle Manufacturers' Association
http://www.cvma.ca

Industry Jargon CAR LEASE
When a financier purchases a car on behalf of the customer, and then leases the vehicle to the customer in return
for monthly rental payments.

CURBSTONERS
Dealers that buy, sell and trade used vehicles without a licence.

FLEET
A large collection of cars used for any specific business.

LEMON LAW
A law obligating manufacturers or sellers to repair, replace or refund the price of motor vehicles that prove to be
defective.

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

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

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

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

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

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

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

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

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.
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INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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