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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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Covid-19
Coronavirus
Impact Update

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

• The Lumber and Building Material Stores industry in Canada is likely to experience
increased competition. As a result of the economic uncertainty stemming from the
outbreak of COVID-19 (coronavirus), the market for industry products has shrunk,
resulting in operators competing more fiercely for industry products. For more
detail, please see the Basis of Competition chapter.

• The industry relies greatly on foot traffic in stores. However, rising economic
uncertainty has reduced activity in construction markets, so fewer customers are
entering stores, reducing demand. For more detail, please see the Demand
Determinants chapter.

• Social distancing guidelines and weak construction markets are forecast to result
in a severe revenue contraction in 2020. For more detail, please see the Current
Performance chapter.

Note: The content in this report is currently being updated to reflect the trends
outlined above.
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About This Industry
Industry Definition This industry retails building materials, such as lumber, hardwood, stones and brick.

This industry also supplies cabinets, floor coverings, roofing materials, electrical
and plumbing goods, doors and windows to the construction market. The industry
does not include home improvement centres, paint and wallpaper specialty stores
or hardware stores.

Major Players Home Hardware Stores Limited

Main Activities The primary activities of this industry:

Retailing building materials

Retailing cabinets

Retailing ceiling fans

Retailing doors and windows

Retailing electrical supplies

Retailing fencing

Retailing floor coverings (wood or ceramic only)

Retailing lighting fixtures

Retailing masonry (e.g. block, brick and stone)

Retailing plumbing supplies

The major products and services in this industry:

Lumber and other wooden building materials

Other structural materials and supplies

Hardware, tools, plumbing and electrical supplies

Other
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Supply Chain
 

 

SIMILAR INDUSTRIES

Lumber Wholesaling in
Canada

Home Furnishings Stores in
Canada

Home Improvement Stores
in Canada

Hardware Stores in Canada

RELATED INTERNATIONAL INDUSTRIES

Lumber & Building Material
Stores in the US

Tile & Marble Stores Hardware and Building
Supplies Retailing in
Australia

Hardware & Home
Improvement Stores in the
UK

Hardware and Building
Supplies Retailing in New
Zealand

Hardware & Home
Improvement Stores in
Ireland
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Industry at a Glance
Key Statistics

$5.5bn
Revenue

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

1.5% 3.3%

$154.3m
Profit

Annual Growth  Annual Growth

2015-2020  2015-2025

-8.5%

2.8%
Profit Margin

Annual Growth  Annual Growth

2015-2020  2015-2025

-1.9%

3,290
Businesses

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

-1.2% 1.1%

23,953
Employment

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

0.7% 2.4%

$918.9m
Wages

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

1.3% 2.6%

Key External Drivers % = 2015-2020 Annual Growth

-3.4%
Value of nonresidential construction

1.7%
Housing starts

0.5%
Residential renovation expenditure

1.2%
Population

Industry Structure

POSITIVE IMPACT

Revenue Volatility
Low

Capital Intensity
Low

Concentration
Low

Regulation
Light

Technology Change
Low

Globalization
Low

MIXED IMPACT

Life Cycle
Mature

NEGATIVE IMPACT

Industry Assistance
None

Barriers to Entry
Low

Competition
High

Key Trends

 Revenue has benefited and suffered from dynamics within
downstream construction markets

 The industry is largely composed of small and midsized
independent stores and yards

 Some nonprofitable operators have departed the industry

 An increase in renovation activity from homeowners will
likely drive industry sales

 Industry operators are expected to continue experiencing
strong competition

 Green building products will likely comprise a larger share of
industry sales

 Most lumber and building materials stores are small
operations that experience fierce competition from big-box
retailers
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Products & Services Segmentation

Lumber and other wooden
building materials

24.1%

Other structural materials
and supplies

44.8%

Hardware, tools, plumbing
and electrical supplies

22.8%

Other

8.3%

Lumber & Building Material Stores
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

Low Volatility
Low Imports
Low Customer Class Concentration
Low Product/Service Concentration
Low Capital Requirements

WEAKNESSES

Low & Steady Barriers to Entry
None & Steady Level of Assistance
High Competition
Low Profit vs. Sector Average
Low Revenue per Employee

OPPORTUNITIES

High Revenue Growth (2015-2020)
High Revenue Growth (2020-2025)
High Performance Drivers
Housing starts

THREATS

Low Revenue Growth (2005-2020)
Low Outlier Growth
Residential renovation expenditure
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Executive
Summary

The Lumber and Building Material Stores industry in Canada has
outperformed the retail sector over the five years to 2020,
rebounding from its downturn earlier during the period.

The industry performed strongly over the beginning of the period due to a strong
housing market, but housing starts started to fall in 2018, slowing growth. This
trend was exacerbated by the COVID-19 (coronavirus) pandemic, which is expected
to cause revenue to decline 5.6% in 2020 alone as the result of rising economic
uncertainty and social distancing guidelines reducing store capacity. This is also
forecast to cause a reduction in operating profit. Overall, IBISWorld projects industry
revenue to grow an annualized 1.5% to $5.5 billion over the five years to 2020.

Most lumber and building materials stores are relatively small operations that
experience fierce competition from big-box retailers in the Home Improvement
Stores industry (IBISWorld report 44411CA) and the Hardware Stores industry
(44413CA). Companies in these external industries can leverage their large size to
achieve economies of scale. Big-box stores can save on purchasing costs by buying
in bulk and passing their savings down to consumers. Many industry operators have
joined cooperatives or distribution networks to take on these large stores. Members
of these businesses have benefited from national scale purchasing power and
business services, achieving economies of scale, while remaining operational at a
single location or local level.

The industry is expected to grow more quickly over the five years to 2025 as the
economy improves. Nevertheless, growing interest rates from coronavirus-era lows
will likely subdue demand for new housing, reducing demand for lumber and
building materials. Furthermore, although it is difficult to forecast the Bank of
Canada's monetary policy, the overnight rate is expected to moderately increase
over the next five years. This would raise interest rates and rein in borrowing, further
reducing demand for new housing, limiting growth in operating profit. As a result,
private contractors will likely exhibit limited demand for industry products,
constraining revenue growth, which is forecast to be carried by increased
renovation infrastructure. Revenue is expected to grow an annualized 3.3% to $6.5
billion over the five years to 2025.
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Industry Performance
 

 

Key External
Drivers

Housing starts
The residential construction market is the largest buyer of industry products
because building materials, such as lumber, hardwood, bricks and stones, are used
to build new homes. In addition, industry products, such as doors, windows, floor
coverings and cabinets, are typically purchased and installed to customize a home
upon its purchase by a homeowner. Therefore, a rise in the number of housing
starts boosts demand for industry goods. Housing starts are expected to fall in
2020, posing a potential threat to the industry.

Residential renovation expenditure
Investment in alterations, additions and repairs to existing housing stimulates
demand for building materials. In fact, repair and renovation activities are the
second-largest market for lumber, according to the Western Wood Products
Association. Residential renovation expenditure is expected to decrease in 2020.

Value of nonresidential construction
Similar to the housing market, the nonresidential construction market purchases
building materials from this industry to construct office buildings, schools and other
public structures. An increase in the value of nonresidential construction typically
leads to a higher volume of projects that require industry products. The value of
nonresidential construction is expected to decrease in 2020.
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Population
Residential construction activity, as well as industry performance, is heavily
influenced by the rate of population growth. When the country's population is
growing steadily, housing stock is quickly absorbed and newer homes more
frequently break ground. Canada's population is expected to increase in 2020,
representing a potential opportunity for the industry.

 

 

Current
Performance

The Lumber and Building Materials Stores industry in Canada is
expected to grow slowly over the five years to 2020, though it has
grown more quickly than the retail sector.

Industry retailers sell a variety of structural lumber, stone and brick, as well as
cabinets, floor coverings, roofing materials, doors and windows. The industry
primarily serves customers and contractors involved in building and remodelling-
related activities, which makes industry performance heavily reliant on construction
markets. While volatility in the housing market has complicated industry
performance, overall industry revenue is expected to grow at an annualized rate of
1.5% to $5.5 billion over the five years to 2020. However, rising economic
uncertainty, which has caused declining consumer confidence and consumption,
due to the COVID-19 (coronavirus) pandemic, is expected to cause revenue to fall
5.6% in 2020 alone.
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Major market dynamics

Industry revenue has both benefited and suffered from the
dynamics within downstream construction markets over the past
five years.

Early during the five-year period, the industry was encouraged by strong residential
and nonresidential construction markets, stemming from low interest rates and a
recovering Canadian economy. Residential renovation expenditure increased an
annualized 0.5% over the five years to 2020, a figure that was depressed due to
coronavirus. This has boosted demand for lumber and other building materials,
such as new doors, countertops and windows.

Just as healthy construction activity benefited the industry early during the period,
steep declines in the value of nonresidential construction depressed industry
revenue during the latter half of the five-year period, despite the continued rise in
residential renovation expenditure. Nonresidential markets bogged down demand
for industry goods, with the value of nonresidential construction declined 9.5% in
2015 and 9.9% in 2016. Falling oil prices forced many companies to cut their
investment in facilities and infrastructure, significantly depressing demand for
industry goods from commercial markets. While residential renovation expenditure
is expected to expand, a decline in the number of housing starts starting in 2018 is
projected to lead revenue to a sluggish revenue growth in 2019.

Competitive environment

The rise of big-box home improvement and hardware stores in
Canada has put pressure on the profit of smaller retailers in
industries across the Canadian economy, including lumber and
building material stores.

Large external competitors appeal to consumers because they can offer lower
prices by leveraging their economies of scale to purchase items in bulk and passing
savings down to their customers. Moreover, large competitors are often
conveniently located in high-traffic areas and they carry a wider variety of products
than most specialty lumber and building material stores. Over the past five years,
big-box stores have appealed to do-it-yourself consumers who carry out their own
renovation projects to save money. During the beginning of the period, industry
operators increased the workforce in response to the strong revenue growth.
However, later during the period, operators began cut down on employees because
of the weaker construction environment. Overall, IBISWorld projects that the
number of industry employees will increase an annualized 0.7% to 23,953 people
over the five years to 2020.

The Lumber and Building Materials Stores industry is largely composed of small-
and mid-sized independent stores and yards, so their reach does not extend far
beyond regional markets. Small retailers are the most likely to succumb to
competition from big-box retailers outside the industry. Nevertheless, Canadian
retailers, both big and small, have learned to thrive among their larger competitors
by adopting several successful strategies. Small- and mid-sized stores tend to
focus on cultivating niches or specializing in certain types of building materials,
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such as roofing or drywall categories. Others have banded together to form buying
groups that provide dealers with extra purchasing power and help level the playing
field against big-box competition. Industry operators that are members of
cooperatives or distribution networks, such as Castle Building Centres Group Ltd.,
benefit from national scale purchasing power and business services while
operating at a localized level. As a result, more industry operators have been able to
remain price competitive with big-box stores that benefit from economies of scale.

Profit and participation

Profit, measured as earnings before interest and taxes, has
decreased from 4.7% of industry revenue in 2015 to an estimated
2.8% of revenue in 2020.

Profit remained steady through much of the period due to booming construction
markets early during the period and a rising number of cooperative and distribution
network-affiliated enterprises. These cooperatives have enabled independently
owned stores to remain price competitive with big-box stores without sacrificing
profit. However, the coronavirus pandemic ate into revenue as well as profit,
resulting in a temporary drop. The price of wood products, including lumber inputs
used for building projects, has also increased during the period due in part to an
infestation of beetles in Canada that has damaged a great deal of available timber.
Industry operators have had difficulty adapting to rising prices and many have had
to adjust earnings to absorb increased costs. As a result, some nonprofitable
operators have departed the industry. The number of industry enterprises is
projected to decreased an annualized 1.2% to 3,290 companies over the five years
to 2020.

Historical Performance Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Value of

nonresident
ial

constructio
n

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)
2011 4,611 1,114 3,815 3,205 22,947 N/A N/A 835 N/A 164
2012 4,627 1,122 3,856 3,249 23,896 N/A N/A 864 N/A 176
2013 4,570 1,075 3,843 3,245 23,039 N/A N/A 803 N/A 184
2014 4,777 1,098 3,991 3,373 24,077 N/A N/A 822 N/A 191
2015 5,127 1,179 4,140 3,503 23,114 N/A N/A 861 N/A 173
2016 5,478 1,273 4,167 3,526 25,463 N/A N/A 945 N/A 156
2017 5,698 1,340 4,149 3,512 27,192 N/A N/A 973 N/A 159
2018 5,836 1,354 4,255 3,605 25,122 N/A N/A 966 N/A 161
2019 5,838 1,332 4,100 3,479 25,020 N/A N/A 963 N/A 161
2020 5,512 1,154 3,879 3,290 23,953 N/A N/A 919 N/A 150
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Industry Outlook
Outlook The Lumber and Building Materials Stores industry in Canada is

expected to grow more quickly over the five years to 2025.

Similar to the previous period,
dynamics in construction-related
industries are expected to heavily
influence industry performance.
While Canada's overheated housing
market is unlikely to result in a
dramatic crash, new home
construction is anticipated to remain
constrained moving forward. At the
same time, a likely increase in the
overnight rate over the next five
years will halt faster growth in the
construction market. The Bank of
Canada controls this policy, which
determines the rate at which major
financial institutions can borrow and
lend short-term funds. While it is
difficult to forecast monetary policy,
the overnight rate is expected to moderately increase as economic growth picks up
as the COVID-19 (coronavirus) pandemic recedes. Any increase in the overnight rate
will likely tighten lending and slow the housing market further, which is expected to
undoubtedly dampen demand for building materials, especially from new housing
starts.

While the cooling housing market tempers demand, an increase in renovation
activity from homeowners is expected to drive industry sales. As the Canadian
economy strengthens, consumers will likely continue to engage in renovation
activity forestalled over the five years to 2020. Moreover, the introduction of new
green and energy-efficient building materials will likely provide further impetus for
consumers to spend on home renovations. Industry revenue is expected to increase
an annualized 3.3% to $6.5 billion over the five years to 2025.

Small companies adapt

Industry operators are expected to continue experiencing strong
competition over the next five years from big-box stores in the
Home Improvement Stores industry (44411CA) and the Hardware
Stores industry (44413CA).

However, small- and mid-sized retailers are expected to be better suited to compete
as they become more technologically proficient. While some industry stores are at
the forefront of technological innovation and have already begun using point-of-sale
systems, work management software and cloud-based computing to help
streamline their operations, most industry stores have yet to adopt tech solutions to
power their businesses.

Lumber & Building Material Stores in Canada 44419CA February 2021

14 IBISWorld.com



Similar to the previous period, independent operators are expected to band together
to increase purchasing power, enabling them to remain price competitive with big-
box stores. Cooperatives and distribution networks, such as TIM-BR Marts Ltd. and
Castle Building Centres Group Ltd., enable small industry companies to operate
locally, while using national scale purchasing power and business services. As
demand for industry goods increases over the next five years and membership
distribution networks increase their efficiency, new operators will likely be enticed
into the industry. The number of industry operators is expected to rise an
annualized 1.1% to 3,476 companies over the five years to 2025. As the number of
industry operators increases during the outlook period, so will the number of
industry employees. IBISWorld expects the industry's workforce to increase an
annualized 2.4% to 26,916 people over the five years to 2025. Despite rising
operating efficiency, a more-crowded industry will likely keep operating profit from
growing more quickly, as price competition intensifies. Average industry profit,
measured as earnings before interest and taxes, is expected to increase to 4.6% of
revenue in 2025.

Green building supplies

Green building products and technologies are expected to comprise
a larger share of industry sales over the next five years.

A combination of volatile energy prices, declining resources, LEED certification of
buildings and growing environmental regulations will likely drive growth in new
green technologies. Furthermore, some provincial governments have begun to help
spur the use of green building technologies and products. For example, the
Government of Alberta has developed a strategy for action on climate change,
which is set to encourage energy efficiency and the small-scale use of alternative
energy sources by Albertans. The provincial government temporarily ran a green
building rebate program for homeowners and businesses seeking to use green
building materials in new construction projects. Currently, nonresidential markets,
including public buildings, office, commercial structures and industrial buildings,
drive most of demand for green building materials. Nevertheless, future growth in
demand for green building supplies will likely increasingly come from residential
segments. A 2013 Scotiabank survey found that two-thirds of Canadian
homeowners would likely consider green renovations to make their homes more
energy-efficient or environmentally friendly. Of these respondents, 66.0% were likely
to consider green renovations even if they were more expensive. Consumers
seeking to retrofit their homes with new environmentally friendly building products
will likely raise demand for industry products over the next five years.

Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Value of

nonresident
ial

constructio
n

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)
2020 5,512 1,154 3,879 3,290 23,953 N/A N/A 919 N/A 150
2021 5,772 1,295 3,957 3,351 24,764 N/A N/A 953 N/A 157
2022 6,034 1,346 4,027 3,404 25,553 N/A N/A 985 N/A 166
2023 6,199 1,379 4,062 3,429 26,101 N/A N/A 1,008 N/A 172
2024 6,345 1,408 4,093 3,451 26,532 N/A N/A 1,026 N/A 176
2025 6,487 1,435 4,125 3,476 26,916 N/A N/A 1,042 N/A 180
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Industry Life Cycle The life cycle stage of this industry is  Mature

LIFE CYCLE REASONS

IVA is growing in line with Canadian GDP

The industry experiences wholehearted market acceptance

The industry supplies essential goods to construction markets

 

 

The Lumber and Building Materials Stores industry in Canada is in the mature stage
of its life cycle. Industry value added (IVA), which measures an industry's
contribution to the overall economy, is expected to grow at an annualized rate of
2.0% over the 10 years to 2025. This is in line with the Canadian economy, which is
forecast to grow 1.8% during the same period. An industry's IVA growing in line with
the overall economy is indicative of a mature industry.

There are several indications that the industry is in a mature phase. The industry
provides essential goods, namely wood and other similar products, to construction
markets. These products do not have a substitute and are required for any
construction project. Finally, market acceptance of lumber and building materials is
widespread. These products are basic materials used in any construction project
and there is little differentiation between the products operators sell. Most building
materials have changed little over the past 10 years. However, the shift toward
green construction materials may drive up product competition and innovation over
the five years to 2025.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Apartment & Condominium Construction
in Canada

Electricians in Canada

Roofing Contractors in Canada

Consumers in Canada

2nd Tier
Consumers in Canada

KEY SELLING INDUSTRIES

1st Tier
Lumber Wholesaling in Canada

Roofing, Siding & Insulation Wholesaling
in Canada

Electrical Equipment Wholesaling in
Canada

Plumbing, Heating & Air-Conditioning
Equipment Wholesaling in Canada

2nd Tier
Manufacturing In Canada

Products and
Services

 

 

The Lumber and Building Materials Stores industry in Canada sells a
range of building materials, such as lumber, fencing, glass, doors,
plumbing fixtures and supplies, electrical supplies, prefabricated
buildings and kits and kitchen and bath cabinets and countertops.
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Lumber and other structural building materials

Accounting for an estimated 65.9% of revenue in 2020, lumber and
other structural building materials dominate the industry's product
mix.

Lumber and other wooden materials account for an estimated 24.1% of industry
revenue and include dimensional lumber, treated lumber, boards, gypsum and
engineered wood products. In 2019, other structural building materials account for
44.8% of industry revenue and include nonwood structural panels, building
components, moulding, windows, glass, masonry supplies, insulation, roofing,
siding and heating units. Products in this segment are primarily used in the
construction of housing starts and some commercial construction activity. This
segment's share of revenue has fluctuated over the five years to 2020 alongside
growth in the residential and nonresidential construction markets. During the
beginning of the period, both residential and commercial construction received a
boost from an expanding economy, stemming from increase public funding and the
development boom in the Prairie provinces facilitated by high demand for oil on the
global market. In turn, demand for lumber and other structural building materials
grew. Nonetheless, the slowdown in the Canadian housing market more recently
and the decline in nonresidential construction activity stemming from the
precipitous drop in the price of oil has hurt this segment. Growth in demand for
lumber and other structural building materials is expected to subside during the
next few years as interest rates rise and the housing sector continues to struggle.

Hardware, tools, plumbing and electrical supplies

Hardware, tools, plumbing and electrical supplies represent the
industry's second-largest product market, accounting for an
estimated 22.8% of revenue in 2019.

This category's share of revenue has increased slightly over the past five years
along with renovation activity in Canada. Government investment in the housing
market has also helped shore up demand for residential renovation projects. Finally,
growth in the number of do-it-yourself consumers has helped boost demand for this
segment among homeowners. However, increasing competition from home
improvement and hardware stores, which attract customers with lower prices and a
wider array of merchandise, have offset some of this segment's growth.

Other

Industry operators retail a wide variety of other products used by
construction and remodelling markets.

These items are expected to account for 8.3% of industry revenue in 2020. These
items include floor coverings and accessories, ceiling fans, lighting fixtures, textile
products and installation services. These goods are typically installed during the
construction of new housing and during renovation activities. This segment's share
of revenue has remained relatively stable over the past five years due to broad
selection of products this segment encompasses.
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Demand
Determinants

The Lumber and Building Materials Stores industry in Canada
primarily caters to building professionals that operate in the
residential and nonresidential construction market.

Therefore, sales largely rely on downstream demand from professional contractors,
who are mostly hired by developers, homeowners, interior designers and property
managers. Housing market activity is the primary demand driver for this industry.
An increase in investment in residential construction, housing starts and consumer
spending on renovations all benefit industry sales.

Construction spending across other markets (e.g. retail, office, hospitality and
municipal building construction) also drives demand for industry products.
Specialty contractors in these markets will likely buy industry products mostly for
use in repairs and renovation projects. Demand is derived primarily from
investments in nonresidential construction. Building activity in the industrial and
commercial sectors provides demand for contractors who purchase supplies from
industry operators.

Consumer confidence is another key demand determinant. When consumers'
confidence in the economy is low, households tend to postpone big-ticket
renovation projects, leading to low demand for building materials. However, low
consumer confidence can drive do-it-yourself (DIY) purchases of building materials
as consumers aim to save money on renovation projects by carrying them out
themselves. While Lumber and Building Material Stores industry has captured
portions of this demand, most DIY shoppers prefer to purchase renovation
materials at big-box home improvement stores where they can find a greater array
of products and discounts.

Industry demand is also subject to seasonal cycles. Most annual demand for
industry products is generated from April to June. Little rain during these months
makes it favourable for contractors and homeowners to engage in home
alterations, additions and other residential work, leading them to purchase more
lumber and building materials. In contrast, demand is typically lowest from January
to March.

Demand is expected to fall amid the COVID-19 (coronavirus) pandemic. Rising
economic uncertainty has reduced economic activity, particularly in construction
markets, which is the primary user of industry products. This trend has come from
both individuals and businesses, who are increasingly opting to delay purchases of
industry products.
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Major Markets

The Lumber and Building Materials Stores industry in Canada traditionally retails to
professional workers. However, the rise of do-it-yourself (DIY) consumers have
significantly altered the industry's retail market over the five years to 2020.
Nevertheless, professional contractors remain the dominant market for industry
operators.

Professional contractors

Many products that the industry retails require specific knowledge to properly install
and operate (e.g. electrical, plumbing and flooring installations), so licensed
tradespeople undertake much of the work and consequently represent the largest
market for this industry. Professional contractors dominate the market for the
industry, accounting for an estimated 46.8% of revenue in 2020. However, this
segment's share of revenue has declined over the past five years as sales to
household consumers, who are part of the DIY movement, have grown. Contractors
have also been hard hit by the slowdown in new home construction. Although some
mild recovery during the period has helped this segment, continued difficulty in
downstream construction markets continues to plague demand from this segment.

Household consumers

IBISWorld estimates that household consumers account for 31.5% of industry
revenue in 2020. This segment is composed of two distinct groups, which include
do-it-for-me (DIFM) customers and DIY customers. The DIFM category includes
consumers who are typically homeowners that purchase materials themselves and
hire third parties to complete the projects and installation. This market is more
traditional and it has co-existed with the professional market for decades.
Conversely, DIY customers consist of homeowners that purchase new products but
complete their own projects and installations. This group of consumers has
significantly influenced the industry's market over the past five years.

During the economic recovery, some Canadian consumers have sought to adjust
their spending behaviour by engaging in home renovations themselves to save
money. This trend has been enabled by various “how to” clinics that building
material stores, home improvement centres and hardware stores offer, both in-store
and online. As a result, the DIY market has steadily increased over the past five
years. Industry operators have implemented several strategies to increase their
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appeal to these consumers including increasing products offerings, expanding their
sales floors beyond contractor showrooms, adopting longer trading hours and
introducing advertising programs.

As the Canadian economy continues its recovery, some consumers will likely begin
to return to hiring contractors and professionals to carry out their renovations. As a
result, this market segment is expected to decrease slightly over the five years to
2025. Nevertheless, high levels of household debt are expected to boost demand
for DIY renovations. DIFM and DIY customers will likely continue to provide a
significant amount of demand for industry operators over the next five years.

Other

The industry also sells to several other markets, including other retailers and
wholesalers for resale, manufacturing and industrial companies for production
inputs, farmers and governmental bodies. These various markets combine to
account for 21.7% of industry revenue in 2020. This market is expected to grow in
its share of industry revenue over the next five years as downstream demand from
various retail, manufacturing and industrial companies picks up alongside the
recovering Canadian economy.

International
Trade

Exports in this industry are  Low and Steady

Imports in this industry are  Low and Steady

The Lumber and Building Materials Stores industry in Canada has negligible trade
by convention, as export and import activity is typically undertaken at the
manufacturing and wholesaling levels. Nonetheless, the industry retails products
that are sourced from foreign suppliers. Refer to these manufacturing reports for
industry-specific trade levels, which include Sheet Metal, Window and Door
Manufacturing in Canada (IBISWorld report 33232CA); Wood Panelling
Manufacturing (32121CA); and Sawmills and Wood Production (32111CA).
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Business
Locations

 

Business Concentration in Canada
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As with most retailers, the location of establishments in the Lumber and Building
Materials Stores industry in Canada falls broadly in line with the region's population
and commercial activity. In theory, the greater the number of residents and the
larger the commercial presence, the stronger demand will be for lumber and
building material stores.

Ontario houses most of industry establishments, accounting for 35.7% of
establishments in 2020, which is generally in line with its share of the nation's
population, which is 38.8% of the population. Ontario is home to three of Canada's
largest cities and a sizeable portion of the country's manufacturing, financial and
high-tech activities. Naturally, these residential and industrial hubs provide a large
amount of demand for residential and commercial construction, both key drivers of
industry growth.

Quebec is the second-largest province in Canada, representing 22.5% of the
population. The province's demographics are also in line with its share of industry
establishments, accounting for 22.1% of establishments in 2019. Similar to Ontario,
Quebec is a major hub for many of Canada's largest sectors including
Manufacturing, Knowledge and Energy. As in Ontario, demand for industry products
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comes from the considerable amount of residential and nonresidential construction
that occurs in this highly populated territory.

British Columbia, Canada's third-most populous province, accounting for 13.5% of
the population, is also home to the third-most industry establishments, at 16.9% of
the total in 2020. Most of these business locations are in Vancouver, Canada's third-
largest city, where the majority of the province's commercial activity occurs. Alberta
is the fourth-largest region, accounting for 12.4% of industry establishments and
11.7% of Canada's population in 2020. No other province holds more than 5.0% of
establishments in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Low

The Lumber and Building Materials Stores
industry in Canada has a low level of
market concentration. The industry is
highly fragmented, with only one operator
accounting for over 5.0% of industry
revenue in 2020. Most of industry
businesses are privately owned and
successfully supply the local demand in
their communities. Larger operators tend
to form out of collectives of independently
owned retailers that band together to
achieve competitive advantages by buying
in volume or receiving special deals on
transportation costs. Furthermore, small
retailers in Canada have been able to thrive
by carving out niches in smaller regional
markets across the country, mostly in more isolated locations where big box stores
are unable to profitably locate.

Although industry operators themselves are not undergoing significant
consolidation, an increasing amount of lumber and building materials stores are
relying on distribution networks to benefit from economies of scale. These
networks or cooperatives, enable industry businesses to operate independently,
while using national scale buying power and business services. These distribution
networks have undergone significant consolidation activity over the five years to
2020 to compete with big-box home improvement stores. TIM-BR Marts Ltd., the
industry's largest member-owned distribution network, has expanded its scope over
the past five years, both by adding new members and acquiring smaller lumber and
building materials distribution businesses, such as IRLY Distributors Ltd. in 2011.

Concentration is expected to increase sightly as a result of the COVID-19
(coronavirus) pandemic. The high levels of uncertainty and shrinking demand may
force the numerous smaller operators to merge or be acquired by a larger player to
survive.
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Key Success
Factors

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

Ability to control stock on hand: Industry operators need to have sufficient inventory to

meet consumer demand, while eliminating inventory buildup.

Experienced workforce: Since industry products require specific skills to install and

operate, employees must have the knowledge to provide strong sales service.

Proximity to key markets: Stores in key development areas and locations with strong

population growth will enable operators to maximize their potential exposure to consumers.

Having an exclusive sales contract: Successful operators establish exclusive sales

contracts with professional contractors to ensure a steady stream of revenue and to shield

them from both internal and external competition.

Membership of joint marketing/distribution operations: Many successful operators

are members of a cooperative or distribution network, permitting them to operate

independently while benefiting from economies of scale.

Adaptability of operations to comply with social distancing protocols: Governments

have required retail operations to keep people apart to reduce the spread of COVID-19

(coronavirus). Those that can follow these guidelines have an advantage.

Cost Structure
Benchmarks
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Profit

Profit, measure as earnings before interest and
taxes, varies among industry operators, mostly
based on size. Larger stores can generally
achieve extra cost savings by purchasing in bulk
while smaller players are forced to sell at a
higher mark up. Average industry profit is
expected to reach 2.8% of revenue in 2020,
down from 4.7% of revenue in 2015. Profit
remained steady through much of the period as
a result of consistent demand. However, the
COVID-19 (coronavirus) pandemic resulted in
rising economic uncertainty, which reduced
consumption, eating into profit. Operating profit
is forecast to rebound over the next five years as
the economy improves.

Wages

Employee compensation, including payroll and
benefits, is the second-largest expense for the
industry. Wages are expected to represent
16.7% of revenue in 2020. Most industry players
are small and rely heavily on a few employees
for daily operations. These activities include
operating registers, organizing store displays
and performing customer service. Despite the
industry's reliance on its employees, wages as a
share of total revenue is expected to have fallen
over the past five years due to only small growth
in employment.

Purchases

Purchase costs are expected to remain the
largest industry expense, accounting for 65.9%
of revenue in 2020. High purchasing costs are
typical of the retail sector because stores must
maintain a large volume of inventory to
sufficiently meet consumer demand. Operators
purchase inventory items from many
wholesalers, often without long-term contracts.
Furthermore, while wholesalers and
manufacturers can pass material cost increases
downstream to buyers, retailers are typically
unable to charge customers more for products.
As a result, store owners are forced to absorb
most cost increases associated with raw
materials used in the goods they sell.
Purchasing costs fell over the past five years
due to a price decrease in several inputs used in
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building materials including lumber and other
wood products.

Depreciation

Depreciation is low, accounting for a 1.5% of
industry revenue in 2020.

Marketing

Marketing and advertising expenses account for
1.5% of industry revenue in 2020.

Rent

Rent costs are expected to account for 2.9% of
revenue in 2020. This cost largely covers leases
paid on store premises.
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Utilities

Utilities costs, accounting for any additional
expenditure for rented equipment or machinery,
are expected to account for 1.0% of revenue in
2020.

Other Costs

Other costs, such as general administrative
expenses, account for 7.7% of revenue in 2020.

Basis of
Competition

Competition in this industry is  High and Steady

Operators of the Lumber and Building Materials Stores industry in
Canada endure a high degree of competition from other operators
and from big box stores outside the industry.

Industry operators mostly compete based on store location, price, product
availability, product quality and customer service.
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Internal competition

Most industry operators are privately owned and rely on local
demand for sales, so they often compete based on location.

High traffic areas help stores maximize exposure; therefore, sales tend to be
stronger in heavily populated regions such as Ontario and Quebec. Companies also
establish new stores in areas experiencing population booms to take advantage of
increases in demand due to an increased volume of housing starts. At the same
time, smaller companies have thrived in more isolated areas where it is less
practical for large stores to locate.

The industry is also subject to strong price competition. Operators price products to
maximize returns, while remaining cost conscious of the price that rival
competitors charge for similar items. Large sellers and big-box stores can purchase
products at a discount by buying in volume. These stores then pass their savings
down to customers in the form lower prices, which are difficult for smaller
operators to match. Many independently owned stores have circumvented this
competitive advantage by joining cooperatives, such as the Castle Building Centres
Group Ltd., which provides it members with access to inventory, advertising and
service programs to help them compete with larger players. For example,
cooperatives enable small stores to pool resources and buy product in bulk to
achieve the same economies of scale as larger companies.

Operators also compete on product availability and quality. Building contractors and
consumers frequent stores that they can trust to carry the volume and type of
products they need and that meet high quality standards. Keeping prices low
through special offers and discounting is a key to success within this highly
competitive industry.

Customer service is also an important basis of competition among operators since
homeowners and do-it-yourself consumers often require specific instruction
regarding product use and installation. Stores that have highly trained personnel
with technical knowledge of industry products have a competitive advantage.
Consumers will more likely shop at stores where they are confident that they are
receiving informative advice from knowledgeable employees.

External competition

The industry also endures strong external competition from
operators that retail a similar line of merchandise.

For instance, the industry experiences strong competition from the Home
Improvement Stores industry (IBISWorld report 44411) and the Hardware Stores
industry (44413). These industries offer a broad range of home repair and
maintenance goods, such as power tools, plumbing and electrical goods, lumber
and other structural building materials. In addition, online retailers are increasing in
popularity because they can offer lower markups on prices due to cost savings
associated with not paying for store space and space for inventory.

Competition is expected to increase as a result of the COVID-19 (coronavirus)
pandemic. The market for industry services is forecast to decline over 2020 due to
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rising economic uncertainty and falling consumption. As a result, operators must
compete more fiercely for what remains of demand for industry services.

Barriers to Entry Barriers to entry in this industry are  Low and Steady

The Lumber and Building Materials
Stores industry in Canada exhibits low
barriers to entry for prospective
operators. New entrants do not need to
meet licensing requirements or adhere
to significant government regulation.
Nevertheless, investment costs and high
levels of competition can be challenging
to companies that want to enter the
industry.

The initial cost of establishing or
purchasing a retail outlet and costs associated with building inventory can be high.
Prospective operators may not be readily able to secure the necessary capital to
purchase or lease space to establish a new store. Furthermore, new operators
require a line of credit for the purchase of store inventory, which can be quite
extensive. Established companies may have stronger relationships with banks and
financial institutions that permit for more favourable lending terms. Operators that
can borrow at lower rates can afford to sell their products at lower prices, providing
them with an advantage over newer sellers.

Retailers need to establish relationships with suppliers to guarantee a consistent
and reliable supply of quality products, which can also be a barrier to entry. This
reality is compounded by the effect of exclusive agreements between wholesalers
and retailers and are likely to limit the ability of new entrants to secure
merchandise.

While not regarded as a formal barrier to entry, high competition levels might also
deter new entrants, as competition poses a potential barrier to success. Many
stores, both operating in this industry and in similar industries, compete for the
same customers with similar products. In fact, there is little product differentiation
between industry goods since home improvement stores and hardware stores
provide similar merchandise. To compete, companies entering often need to
expend large sums of money on product promotion and advertisements, making it
more difficult for new entrants to be successful.

Barriers to entry checklist
Competition High

Concentration Low

Life Cycle Stage Mature

Technology Change Low

Regulation & Policy Light

Industry Assistance None

Industry
Globalization

Globalization in this industry  Low and Steady

The Lumber and Building Materials Stores industry in Canada has a low level of
globalization. Most retailers are small or medium sized businesses that lack the
resources to operate globally. As a result, most of industry revenue is generated
from stores in Canada. However, some larger operators also have store locations in
the United States. For example, Winroc, a subsidiary of Superior Plus Construction
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Products Corp., operates nine locations across the United States in addition to its
store locations in Canada. While some companies have opened stores in the United
States, the industry operators have only expanded into a handful of locations. The
Lumber and Building Materials Stores industry in the United States (IBISWorld
report 44419) is already highly concentrated with little room for new domestic
entrants, let alone for foreign operators, to expand.
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Major Companies
 

 

Major Players HOME HARDWARE STORES LIMITED

Market Share: 31.1%

Home Hardware Stores Limited (Home
Hardware) traces its roots to 1964, when 122
independent Ontario hardware retailers
purchased Hollinger Hardware Limited,
forming a dealer-owned hardware
cooperative. The cooperative includes an
estimated 1,100 hardware stores operating
under four trademark banners, which include
Home Hardware, Home Building Centre, Home
Hardware Building Centre and Home
Furniture. The company's Home Hardware
Building Centre stores are relevant to the industry. These stores specialize in the
sale of building materials, cabinetry, floor and wall materials, forest products and
millwork. Home Hardware is headquartered in St. Jacobs, ON.

In March 2014, Home Hardware entered an agreement with FedEx Corporation
(FedEx), permitting individual dealer-owners the option to host a full-service FedEx
Authorized ShipCentre within their store. This alliance with FedEx, a leader in the
transportation market, is expected to generate more traffic into Home Hardware
stores. Since the company operates in a dealer model, individual store owners can
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undertake their own acquisitions. For instance, in 2013, the owners of Tecumseh
Home Hardware Building Centre acquired the Essex Home Hardware Building
Centre, absorbing its product inventory and staff of 25 employees. Additionally, the
company bought a North American Lumber Ltd. store in early 2018.

Financial performance

The company's industry-relevant revenue is expected to increase at an annualized
rate of 3.0% to $1.7 billion over the five years to 2020. Revenue has risen
consistently over the past five years despite fluctuations in downstream demand.
Company members have benefited from national level purchasing power and
marketing resources. However, increasing competition, both internal and external to
the industry, has served to squeeze profit, though it grew through much of the
period. This has led to operating profit, measured as earnings before interest and
taxes, to decrease at an annualized rate of 7.1% to $48.1 million over the five years
to 2020. Operating profit was forecast to grow slightly in 2020 prior to the COVID-19
(coronavirus) pandemic, but rising economic uncertainty and store capacity
restrictions are forecast to result in a sharp decrease in profit in 2020.

Home Hardware Stores Limited (industry-relevant operations) - financial
performance*

Year Revenue Growth Operating profit Growth
($m) (% change) ($m) (% change)

2015 1475.0 N/C 69.4 N/C
2016 1587.4 7.6 72.0 3.7
2017 1691.6 6.6 84.3 17.1
2018 1764.0 4.3 91.9 9.0
2019 1798.7 2.0 87.4 -4.9
2020 1712.5 -4.8 48.1 -45.0

Source: Annual Report and IBISWorld
Note: *Estimates

Other Players The Lumber and Building Materials Stores industry in Canada has only one major
player, which are companies that hold more than 5.0% of the market. The industry is
characterized by many small, privately owned businesses that operate in regional
markets, which are widely spread apart. Unlike the Lumber and Building Material
Stores industry in the United States (IBISWorld report 44419), independent stores
can survive by banding together in cooperatives through which they are able to take
advantage of savings and discounts by purchasing in large volumes, as well as by
carving out niches untouched by big-box stores. For example, there are many small
roofing and drywall operators.

CASTLE BUILDING CENTRES GROUP LTD.

Market Share: 4.6%

Founded in Newmarket, ON, in 1963, Castle Building Centres Group Ltd. (Castle) is
the oldest Canada-based, cooperatively owned buying group of lumber and building
materials. Castle gives its members the flexibility to operate while providing them
with access to inventory, advertising and service programs, none of which are made
mandatory by the central office. Rather than franchisees, the over 300 members of
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the group are considered shareholders in the company to reflect its cooperative
association. The number of member stores has steadily grown over the five years
to 2020. Over time, as big-box stores began to emerge in Canada, many of these
small business owners flocked to Castle's ranks to maintain their independence
while assuming some of the shared competitive advantages provided by the
collective. Castle is a privately held company and does not release financial
information. Additionally, since member stores are independently owned and
operated, industry market share from Castle affiliated stores are accounted for on a
per-store basis, rather than a collective group. IBISWorld estimates that the
company will generate $255.8 million in industry-relevant revenue over 2020.

MONAGHAN LUMBER SPECIALTIES

Founded in 1989 by two brothers, Monaghan Lumber Specialties (Monaghan
Lumber) operates in Peterborough, ON. The company sells a litany of different
types of wood and specialty lumber, including decking, flooring, doors and other
products. Monaghan Lumber also offers deliveries for customers. The company is
private and does not provide financial data. However, IBISWorld estimates that it
will generate $15.6 million in industry-relevant revenue over 2020.

NORTH AMERICAN LUMBER LTD.

North American Lumber Ltd. (North American Lumber) was a privately owned
lumber and building products company serving customers in Manitoba,
Saskatchewan and Northwestern Ontario. Each Home Hardware was independently
owned. Founded in 1906, the company opened its first Canadian location in
Manitoba in 1907. The company supplied customers in the commercial, industrial,
residential, recreational and agricultural sectors and sold a variety of lumber and
building supplies including insulation, siding, plasterboard, asphalt roofing,
mouldings and concrete products. According to the Better Business Bureau, the
company has gone out of business and thus, has departed the industry.

TAMARACK LUMBER INC.

Tamarack Lumber Inc. (Tamarack) is located at a 35-acre facility in Burlington, ON,
which includes both a retail store and manufacturing space. Founded in 1973, the
company ships province-wide and in addition to wood and plywood, it also sells
concrete products, skylights and residential insulation. Tamarack is private and
does not provide any financial information. However, IBISWorld expects the
company to generate $4.9 million in industry-relevant revenue over 2020.
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Operating Conditions
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Capital Intensity The level of capital intensity is  Low

The Lumber and Building Materials Stores
industry in Canada has a low level of capital
intensity. Stores spend an estimated $0.09 on
capital for every $1.00 spent on wages in
2020. The size and number of stores operated
influences the level of capital expenditure
undertaken by industry players. Capital costs
for this industry include fixtures and fittings,
cash registers and point-of-sale (POS)
systems. The advent and implementation of
computerized scanning technology, while
applicable to this industry, has not had a
significant influence on the capital costs of
operators. Operators have been slow in
applying this new technology, though some
larger operators have made the initial steps
for the transition. In recent years, the industry
has also experienced growth in the
establishment of internet websites for the
advertisement and purchase of company
merchandise.

As part of the retail trade sector, this industry
has historically been labour-intensive, with
store staff required to undertake most daily operations. Wages accounts for an
estimated 16.7% of revenue in 2020. Duties undertaken by employees include
aiding consumers with their purchase, processing transactions and restocking
display shelves. The number of employees and their positions within the company,
training hours and relative wage rate influence labour costs for operators.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

High
Innovation
Concentration

Likely

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

High Ease of Entry Likely

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

High
Market
Concentration

Likely

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

Moderate
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.

Moderate 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.

The industry is adding new patent technologies at a rate in line with the average
across all industries, which suggests a stable addition of technology. However, the
concentration of technologies is high. This creates the potential for innovation
outside the focus of industry leaders to gain traction.

The relative ease of entry is high, which can support the potential for external
innovators to enter the industry with a disruptive trajectory. Despite this, the rate of
entry of new companies is in line with the national average.

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

The most relevant technological disruption in the Lumber and
Building Material Stores industry in Canada is the rise in e-
commerce, which is included in a different industry (IBISWorld
report 45411aCA).

Many consumers are increasingly shopping online and purchasing many industry-
relevant products online, such as lumber, hardwood, stones and brick, as well as
having them delivered to their homes or businesses. Since many operators cannot
provide the breadth of product that is available online, this has been a significant
hurdle for the industry. Most notably, Amazon.com Inc. has offered these products
at a steep discount compared to traditional brick-and-mortar locations. As a result,
the rise of online retailers has proven to be a significant disrupting force in the
industry.

The level of technology change is  Low

Technological advances that have affected the Lumber and Building
Materials Stores industry in Canada primarily pertain to point-of-
sale (POS) systems, such as computer scanning cash registers,
automated warehouse equipment and other computer software that
facilitates the management of inventory.

These advances have influenced the speed with which products are processed and
reordered. Industry operators, especially smaller companies, have been slow to
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adopt these innovations despite the beneficial affect they have on productivity.
Nevertheless, according to ProSales magazine, a growing number of industry
operators at all sizes have concluded that the only way to compete with big-box
operators is to install efficient, web-enabled systems. The company Moffatt &
Powell Ltd. now uses a state-of-the-art POS system, which is interconnected with
TimeClockPlus cloud technology. This provides the company with instantaneous
reporting and access to sales and wage ratios that have made the company more
responsive and flexible in managing its employees and work hours.

Revenue Volatility The level of volatility is  Low

Note: Revenue growth and decline reflective of 5-year annualized trend. Y-axis is in
logarithmic scale. Y-axis crosses at long-run GDP. X-axis crosses at high volatility
threshold.

The Lumber and Building Materials Stores industry in Canada has
experienced a low level of revenue volatility over the five years to
2020.

The robust growth in residential activity in urban areas during the five-year period
has boosted year-to-year revenue growth. However, more recently, concerns of a
housing bubble have led to a decline in housing starts, which has served to
constrain demand. As a result, revenue has grown as much as 7.3% in 2015 and is
forecast to fall 5.6% in 2020 amid the COVID-19 (coronavirus) pandemic.

Regulation &
Policy

The level of regulation is  Light and is Steady

The Lumber and Building Materials Stores industry in Canada has a
very low level of regulation.
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However, there are some general acts that all Canadian retailers must adhere.
Industry operators must comply with the Canada Consumer Product Safety Act
(CCPSA) that was enacted in June 2011. The act requires retailers to prepare and
maintain certain documents regarding the products sold to consumers, the name
and location of the supplier to potentially track harmful or unsafe products.
Additionally, the CCPSA requires retailers to ensure that packaging, labelling and
advertising of the products are not false, misleading or deceptive in respect to its
safety.

As home improvement stores employ workers, industry operators must also adhere
to Canadian labour laws. The Canada Labour Code, Canadian Centre for
Occupational Health and Safety Act and Fair Wages and Labour Act are some of the
acts regarding labour with which industry operators must comply.

Provincial and local governments have imposed social distancing guidelines and
capacity restrictions on retail locations to prevent the spread of the virus. These
policies will likely reduce the number of customers in industry establishments,
cutting into revenue.

Industry
Assistance

The level of industry assistance is  None and is Steady

There are no specific protections afforded to the Lumber and
Building Materials Stores industry in Canada.

While some tariff rates apply to products that operators sell, this factor is of little
significance to retailers, since operators purchase goods from importers and
wholesalers after the tariff has been applied. However, a change in the tariff rate of
a product may alter where the retailers purchase it from and how much it costs. For
example, a decline in tariffs of goods will likely result in falling purchasing costs,
which can be passed onto customers. This factor permits the retailer to remain
price competitive.

The industry also has several associations that provide information, training
assistance and advocacy services for store owners. For example, the Retail Council
of Canada is a nonprofit association representing more than 45,000 stores from all
retail sectors. The organization's mission is “to advance, promote and protect the
interests of our members through effective advocacy, communication and
education.”

In addition, industry participants are subject to environmental regulations under the
Canadian Environmental Protection Act enforced by the Department of the
Environment. The Act establishes pollution standards that apply to all businesses,
as well as vehicles, engines, fuels and biohazardous products.

Additionally, the federal government has adopted several policies to help
businesses nationwide in the wake of COVID-19 (coronavirus), including the
deferment of income taxes owed between March 18, 2020 and August 31, 2020.
The Canada Emergency Wage Subsidy also will support up to 75.0% of an
employee's wages, up to $847 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May.
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Key Statistics
Industry Data

Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic
Demand

Value of
nonresident

ial
constructio

n
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2011 4,611 1,114 3,815 3,205 22,947 N/A N/A 835 N/A 164
2012 4,627 1,122 3,856 3,249 23,896 N/A N/A 864 N/A 176
2013 4,570 1,075 3,843 3,245 23,039 N/A N/A 803 N/A 184
2014 4,777 1,098 3,991 3,373 24,077 N/A N/A 822 N/A 191
2015 5,127 1,179 4,140 3,503 23,114 N/A N/A 861 N/A 173
2016 5,478 1,273 4,167 3,526 25,463 N/A N/A 945 N/A 156
2017 5,698 1,340 4,149 3,512 27,192 N/A N/A 973 N/A 159
2018 5,836 1,354 4,255 3,605 25,122 N/A N/A 966 N/A 161
2019 5,838 1,332 4,100 3,479 25,020 N/A N/A 963 N/A 161
2020 5,512 1,154 3,879 3,290 23,953 N/A N/A 919 N/A 150
2021 5,772 1,295 3,957 3,351 24,764 N/A N/A 953 N/A 157
2022 6,034 1,346 4,027 3,404 25,553 N/A N/A 985 N/A 166
2023 6,199 1,379 4,062 3,429 26,101 N/A N/A 1,008 N/A 172
2024 6,345 1,408 4,093 3,451 26,532 N/A N/A 1,026 N/A 176
2025 6,487 1,435 4,125 3,476 26,916 N/A N/A 1,042 N/A 180

Annual Change
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Value of

nonresident
ial

constructio
n

(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
2011 -6.27 -11.3 1 1 -8 N/A N/A -7.00 N/A 5.66
2012 0.34 0.69 1 1 4 N/A N/A 3.37 N/A 6.94
2013 -1.24 -4.16 -0 -0 -4 N/A N/A -6.99 N/A 4.79
2014 4.53 2.13 4 4 5 N/A N/A 2.37 N/A 3.83
2015 7.33 7.35 4 4 -4 N/A N/A 4.66 N/A -9.50
2016 6.83 7.99 1 1 10 N/A N/A 9.80 N/A -9.94
2017 4.00 5.23 -0 -0 7 N/A N/A 2.98 N/A 2.19
2018 2.42 1.08 3 3 -8 N/A N/A -0.81 N/A 0.93
2019 0.04 -1.64 -4 -3 -0 N/A N/A -0.32 N/A -0.12
2020 -5.59 -13.3 -5 -5 -4 N/A N/A -4.53 N/A -6.68
2021 4.72 12.2 2 2 3 N/A N/A 3.65 N/A 4.56
2022 4.52 3.93 2 2 3 N/A N/A 3.45 N/A 6.11
2023 2.74 2.47 1 1 2 N/A N/A 2.26 N/A 3.20
2024 2.35 2.06 1 1 2 N/A N/A 1.78 N/A 2.50
2025 2.23 1.91 1 1 1 N/A N/A 1.60 N/A 2.40
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Key Ratios
Year IVA/Revenue Imports/Demand Exports/Revenue Revenue per

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2011 24.2 N/A N/A 201 18.1 6.01 36,401
2012 24.2 N/A N/A 194 18.7 6.20 36,136
2013 23.5 N/A N/A 198 17.6 6.00 34,863
2014 23.0 N/A N/A 198 17.2 6.03 34,153
2015 23.0 N/A N/A 222 16.8 5.58 37,237
2016 23.2 N/A N/A 215 17.3 6.11 37,117
2017 23.5 N/A N/A 210 17.1 6.55 35,794
2018 23.2 N/A N/A 232 16.5 5.90 38,432
2019 22.8 N/A N/A 233 16.5 6.10 38,469
2020 20.9 N/A N/A 230 16.7 6.18 38,363
2021 22.4 N/A N/A 233 16.5 6.26 38,463
2022 22.3 N/A N/A 236 16.3 6.35 38,563
2023 22.2 N/A N/A 238 16.3 6.43 38,608
2024 22.2 N/A N/A 239 16.2 6.48 38,659
2025 22.1 N/A N/A 241 16.1 6.53 38,720
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Additional Resources
Additional
Resources

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

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

Canadian Contractor Magazine
http://www.canadiancontractor.ca

Industry Jargon DO-IT-FOR-ME (DIFM)
A category of customers who purchase materials themselves and hire third parties or

professionals to complete the projects.

DO-IT-YOURSELF (DIY)
A category of customers that includes homeowners who purchase products and complete

their own projects.

POINT-OF-SALE (POS) SYSTEM
A system used at checkout in retail stores that uses computers and cash registers to

capture transaction data at the time and place of sale.

PROFESSIONAL CONTRACTORS
Professional remodellers, general contractors, repairmen and tradesmen.

Glossary Terms 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.
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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 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.
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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.

Lumber & Building Material Stores in Canada 44419CA February 2021

44 IBISWorld.com



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.

IBISWorld.com +1-800-330-3772 info@IBISWorld.com
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