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

  INDUSTRY REPORT 44719CA

Gas Stations in Canada

Running on empty: The industry is not expected to expand strongly due to rising external
competition

Shawn McGrath  |  September 2021



Gas Stations in Canada September 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
Business Locations........................................................... 20

COMPETITIVE LANDSCAPE.......................... 21

Market Share Concentration............................................. 21
Key Success Factors........................................................21
Cost Structure Benchmarks............................................. 22
Basis of Competition......................................................... 25
Barriers to Entry............................................................... 25
Industry Globalization........................................................26

MAJOR COMPANIES...................................... 27

Major Players.................................................................... 27

OPERATING CONDITIONS............................ 31

Capital Intensity................................................................. 31
Technology & Systems......................................................32
Revenue Volatility..............................................................33
Regulation & Policy........................................................... 33
Industry Assistance........................................................... 34

KEY STATISTICS............................................ 35

Industry Data..................................................................... 35
Annual Change..................................................................35
Key Ratios......................................................................... 35

ADDITIONAL RESOURCES............................36

Additional Resources........................................................ 36
Industry Jargon..................................................................36
Glossary............................................................................ 36



Gas Stations in Canada September 2021

3 IBISWorld.com

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 Gas Stations industry in Canada relies on Canadians travelling for revenue. As Canadians reduced travel to
minimize exposure to COVID-19 (coronavirus), demand shrunk for industry products. For more detail, please see
the Demand Determinants chapter.

• The industry is expected experienced drastic declines as a result of the coronavirus pandemic, as demand falls for
industry products and the world price of oil collapses. For more detail, please see the Current Performance chapter.

• Individual consumers comprise more than 50.0% of industry revenue. As individuals drive less for various reasons
related to the pandemic, this segment has contracted as a share of revenue. For more detail, please see the Major
Markets 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 Gas Stations industry in Canada comprises establishments primarily engaged in retailing gasoline, diesel fuel

and automotive oils. More specifically, this industry excludes gasoline stations that operate in conjunction with a
restaurant or other type of operation, such as convenience stores. Establishments that operate restaurants or
convenience store franchises on behalf of their owners are also not included in the industry.

Major Players Imperial

Parkland Fuel

Royal Dutch Shell PLC

Suncor

Main Activities The primary activities of this industry are:

Selling automotive fuels (e.g. diesel fuel and gasoline)

Selling automotive goods

Providing automotive repair services

The major products and services in this industry are:

Premium gasoline

Midgrade gasoline

Regular gasoline

Diesel fuel

Parts

Services and repairs
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Supply Chain

SIMILAR INDUSTRIES

Convenience Stores in Canada Gas Stations with Convenience
Stores in Canada

Auto Mechanics in Canada Car Body Shops in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Gas Stations in the US Fuel Retailing in Australia Gas Stations in China Petrol Stations in the UK

Fuel Retailing in New Zealand Petrol Stations in Ireland    
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Industry at a Glance
Key Statistics

$36.9bn
Revenue

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

0.1%

Annual Growth

2016–2026

 

$2.5bn
Profit

Annual Growth

2016–2021

0.1%

  Annual Growth

2016–2021

 

6.8%
Profit Margin

Annual Growth

2016–2021

-0.3pp

  Annual Growth

2016–2021

 

2,553
Businesses

Annual Growth

2016–2021

-3.8%

Annual Growth

2021–2026

-1.8%

Annual Growth

2016–2026

 

19,645
Employment

Annual Growth

2016–2021

-5.0%

Annual Growth

2021–2026

-0.6%

Annual Growth

2016–2026

 

$538.3m
Wages

Annual Growth

2016–2021

-3.7%

Annual Growth

2021–2026

-0.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

0.5pp
National unemployment rate

0.8%
Per capita disposable income

0.5%
Net gasoline sales

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Steady

  Barriers to Entry
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 Consumers remain the largest end market for industry
products

 The adoption of these fuel-efficient cars has placed
downward pressure on demand for gasoline

 The industry's consolidation has left fewer low-performing
operators

 Operators with flagging profit are anticipated to continue
leaving this industry

 The government is expected to incentivize the purchase of
electric and hybrid vehicles

 Consolidation activity will reduce employment over the next
five years

 Greater competition has led some operators to compete on
price, causing some operators to exit the industry
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  National unemployment rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  World price of crude oil
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Executive Summary Running on empty: The industry is not expected to expand strongly due
to rising external competition

The Gas Stations industry in Canada has been very volatile over the five years to 2021, reflecting the movements of
underlying crude oil prices worldwide. Due to the relatively inelastic demand for vehicle fuel, demand does not
significantly decline when prices rise. However, as lower crude oil prices caused operators to lower the retail price of
gasoline, revenue was negatively affected. Even as the trucking sector recovered and demand from consumers
grew, causing sales of diesel and gasoline to rise, sharp declines in the price of crude oil over 2016 and 2020
contributed to slow growth in revenue for the industry. Consequently, industry revenue is expected to expand an
annualized 0.9% to $36.9 billion over the five years to 2021, including a projected increase of 28.8% in 2021 alone
as the economic recovery for the COVID-19 (coronavirus) pandemic begins, while the world price of oil also climbs
sharply.

Several additional developments have placed downward pressure on demand for fuel sold at gas stations. More
consumers purchased fuel-efficient vehicles, curbing demand for gasoline. In addition, operators endured intense
competition from gas stations that operate alongside convenience stores. Consumers increasingly turned to retailers
that offer fuel along with food, beverages and other sundries due to the convenience of these locations. Greater
competition led some operators to compete on price, causing some operators to exit the industry. Ultimately,
IBISWorld anticipates industry profit, measured as earnings before interest and taxes, to fall from 7.1% of revenue in
2016 to 6.8% in 2021.

The industry is not expected to expand strongly over the five years to 2026, as it will be stifled by rising competition
from the Gas Stations with Convenience Stores industry in Canada (IBISWorld report 44711CA) and middling oil
prices. Crude oil prices are anticipated to decrease an annualized 0.1% over the next five years, causing operators
to lower retail prices on gasoline and diesel fuel when oil prices are down. While net gasoline sales are expected to
increase over the next five years, the accelerating adoption of fuel-efficient cars will likely continue to place
downward pressure on demand. Demand for diesel fuel from the trucking sector is projected to continue rising
however, as reliable electric busses and trucks have not yet penetrated the market, enabling industry revenue to
grow an annualized 0.1% to $37.1 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

World price of crude oil

The world price of crude oil plays a major role in determining industry revenue. Consequently, the price of crude oil
is the primary determinant of operators' purchase costs. When crude oil prices rise, operators typically absorb a
larger portion of these costs than they are able to pass on due to the high level of competition within this industry.
Therefore, while operators' revenue may rise during surges in the price of crude oil, profit margins drop. The world
price of crude oil is expected to increase in 2021, representing a potential opportunity for the industry.

 

Net gasoline sales

Net gasoline sales measure the billions of litres of gasoline that are sold domestically. Since industry operators are
heavily reliant on gasoline sales to fuel revenue growth, industry performance is tethered to the sale of gasoline.
Accordingly, as net gasoline sales rise, industry revenue should follow suit. Gasoline sales are expected to grow
over 2021.

 

National unemployment rate

The level of unemployment affects the amount of time consumers spend driving. Therefore, this affects demand for
vehicle fuel. As more consumers return to work, demand for gasoline rises and boosts industry performance. The
national unemployment rate is expected to fall in 2021.

 

Per capita disposable income

The amount of discretionary income that consumers have access to affects industry revenue. As disposable income
levels rise, some consumers trade up to higher grades of vehicle fuel, helping boost industry performance. Per
capita disposable income is expected to fall in 2021, posing a potential threat to the industry.
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Current
Performance

While the Gas Stations industry in Canada has benefited from the
recovery of the trucking sector and increasing per capita disposable
income over much of the five years to 2021, steep volatility in the price of
crude oil during the beginning and end of the period resulted in higher
revenue swings for industry operators.

Part of these swings was greatly influenced by the COVID-19 (coronavirus) pandemic, which sharply cut into
demand over 2020. Demand from consumers improved prior to the pandemic as more Canadians returned to work,
demonstrated by the gradual decline of the national unemployment rate, though it grew sharply amid the pandemic's
tough operating conditions. However, demand for diesel fuel from trucking companies grew, increasing diesel's
share of industry revenue. More broadly, the world price of crude oil is expected to grow an annualized 6.6% over
the five years to 2021, though this due to historically low prices leading into the period, combined with a sharp rise
over 2021 as a result of economic recovery from the coronavirus pandemic. This economic recovery is expected to
result in revenue growth of 28.8% over 2021 as the world price of crude oil expands 42.9% over 2021 alone.

Furthermore, with rising competition from the Gas Stations with Convenience Stores industry in Canada (IBISWorld
report 44711CA) and big-box retailers that operate gas stations, industry operators have contended with constrained
demand. Net sales of gasoline in Canada are projected to rise an annualized 0.5% over the five years to 2021, but
most of this demand is expected to be satisfied by gas stations with convenience stores due to their more
comprehensive product offerings. Ultimately, a mostly favourable economic climate has been insufficient to stave off
the double threat of external competition and volatile prices of oil and gasoline. As a result, IBISWorld anticipates
industry revenue to expand an annualized 0.9% to $36.9 billion over the five years to 2021.

CRUDE OIL PRICE VOLATILITY PERSISTS

Petroleum refiners process crude oil into gasoline.

Therefore, crude oil represents the largest input cost for industry operators. While higher prices tend to place
downward pressure on the sales volume of many goods, due to the nondiscretionary nature of vehicle fuel, demand
does not change significantly along with the price of gasoline. However, price declines negatively affect revenue for
industry operators, as lower prices for gas at the pump result in lower returns. Extreme swings in oil prices over the
five years to 2022 catalyzed weak performance in the domestic industry after worldwide turbulence in commodity
markets in 2016 and 2020.

As sales of gasoline and diesel fuels make up the majority of industry revenue, changes in the price of oil tend to
affect demand to a degree. Consequently, as a result of this volatility in the price of crude oil, industry revenue also
experienced volatility during much of the five-year period, even as sales volumes rose. As the unemployment rate
declined during much of the five-year period, more people returned to driving daily, increasing demand for vehicle
fuel. Additionally, per capita disposable income also rose steadily prior to the coronavirus pandemic, giving
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consumers the financial means to increase their consumption of fuel. As a result, consumers remain the largest end
market for industry products.

Driven by the recovery of the trucking sector, demand for diesel fuel grew during the period as well, although this
rise was not strong enough to offset volatile commodity prices. In particular, growing demand for Canadian goods
from the United States and improving domestic economic conditions supported the recovery of the trucking sector,
causing trucking companies to demand more diesel fuel for their operations.

INTENSIFYING EXTERNAL COMPETITION

Car manufacturers have introduced a variety of new cars over the past
decade that are marketed for their fuel efficiency, which have become
widely available and more affordable during the period.

In addition to saving money on fuel, consumers have been enticed by significant rebates from provincial
governments, such as that of Ontario, which provides savings to consumers and businesses that lease new plug-in
hybrid electric or battery electric vehicles. With major automakers producing more efficient and longer-range electric
vehicles, competition is only expected to intensify for industry operators. Consequently, the adoption of these fuel-
efficient cars has placed downward pressure on demand for gasoline, curbing industry growth.

Gas station operators have also endured intensifying competition from gas stations with convenience stores. Many
consumers prefer the convenience of having access to food, beverages and sundries sold at convenience stores.
Corporations also prefer operating gas stations with convenience stores due to the higher profit margin generated
from selling convenience store items and the diversified revenue streams they afford. Additionally, big-box retailers,
such as Costco Wholesale Corporation and BJ's Wholesale Club Holdings Inc., have begun retailing fuel to drive
foot traffic to their retail stores. This highly competitive landscape caused vertically integrated oil and gas
companies, such as Chevron Canada R&M ULC (Chevron), to divest their retail operations or completely exit this
industry over the past five years.

INDUSTRY CONSOLIDATION

Volatile commodity prices have facilitated widespread industry exit over
the past five years.

The number of industry establishments is projected to fall an annualized 3.3%, reaching 7,211 gas stations over the
five years to 2021. Industry employment has suffered as well, falling an annualized 5.0% to 19,645 employees
during the same period, as many gas stations closed down. However, the industry's consolidation has left fewer low-
performing operators, though tough operating conditions led the industry profit margin, measured as earnings before
interest and taxes, to decrease to 6.8% of revenue in 2021.
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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
($)

2012 42,908 4,451 9,700 3,811 26,805 N/A N/A 724 N/A 28,883
2013 42,376 4,327 9,348 3,420 24,539 N/A N/A 628 N/A 29,369
2014 43,263 4,662 9,284 3,325 23,575 N/A N/A 607 N/A 29,466
2015 36,745 3,698 8,755 3,201 23,372 N/A N/A 627 N/A 30,804
2016 35,243 3,550 8,540 3,101 25,367 N/A N/A 651 N/A 30,332
2017 38,314 3,685 8,603 3,038 28,730 N/A N/A 726 N/A 30,675
2018 38,328 3,860 7,442 2,879 19,405 N/A N/A 528 N/A 30,647
2019 35,728 3,503 7,403 2,766 19,393 N/A N/A 529 N/A 30,852
2020 28,663 2,283 7,286 2,663 16,898 N/A N/A 453 N/A 33,416
2021 36,915 3,444 7,211 2,553 19,645 N/A N/A 538 N/A 31,559
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Industry Outlook
Outlook The Gas Stations industry in Canada is expected to experience strong

growth over the five years to 2026, despite increased competition from
retail sites in the Gas Stations with Convenience Stores industry in
Canada (IBISWorld report 44711CA), as the economy recovers from the
COVID-19 (coronavirus) pandemic.

The world price of crude oil is expected to experienced decreased volatility, ultimately decreasing an annualized
0.1% over the five years to 2026. Since industry demand tends to follow underlying commodity prices to a degree,
when oil prices are up, industry operators will raise prices on gasoline and diesel fuel. The projected continuation of
consolidation trends exhibited over the five years to 2021 is expected to optimize industry operations for larger
operators. Operators with flagging profit are anticipated to continue leaving this industry in favour of operating gas
stations with convenience stores, which generate a higher profit margin. As less profitable operators depart the
industry, the remaining players will have a higher profit margin.

While greater adoption of fuel-efficient vehicles will likely continue to place downward pressure on demand for fuel,
rising per capita disposable income and favourable economic conditions are expected to cause net gasoline sales to
increase an annualized 1.5% over the five years to 2026. Additionally, increased demand from the trucking industry
is expected to help sales of diesel grow, resulting in businesses' share of revenue increasing over the next five
years. However, much of this demand is expected to be satisfied by gas stations with convenience stores. Despite
these countervailing forces, IBISWorld forecasts industry revenue will grow an annualized 0.1% to $37.1 billion over
the five years to 2026.

EXTERNAL COMPETITION

The adoption of fuel-efficient vehicles is anticipated to accelerate over the
next five years, pressuring demand.

Federal and provincial governments have emphasized alternative fuel types and a steady evisceration of
greenhouse gas emissions over the next half century. For example, the Ministry of Transportation of Ontario is
seeking to reduce its greenhouse gas emissions to 80.0% of 1990 levels by 2050, with benchmarks in between to
monitor progress.

To achieve this goal, the government is expected to incentivize the purchase of electric and hybrid vehicles and
develop charging infrastructure and workplace charging stations over the next five years as the technology
develops. Moreover, as electric car companies, such as Tesla Inc., expand their operating presence in Canada,
consumer demand for such vehicles is projected to rise, constraining demand for gasoline. Finally, the introduction
of a greater variety of affordable fuel-efficient vehicles, such as Toyota Motor Corporation's Prius line and Motors
Liquidation Company's Chevrolet Volt, as well as forthcoming models from various automakers, will enable middle-
and lower-income consumers to purchase these cars, thus curtailing demand for gasoline in the process.

Coupled with the proliferation of fuel-efficient cars, industry operators are expected to endure growing competition
from gas stations that operate alongside convenience stores. Consumers will continue to seek the convenience of
sites that offer food, beverages and cigarettes along with vehicle fuel. Major oil and gas companies will also prefer to
operate gas stations with convenience stores due to the higher profit margin obtained from the sale of store goods.
As a result, the number of industry establishments is expected to decline an annualized 1.6% to 6,641 locations over
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the five years to 2026.

INDUSTRY CONSOLIDATION

Consolidation has been a significant theme of the previous five-year
period and is expected to persist amid a paltry profit margin and waning
demand for fuel.

Through consolidation, operators can benefit from economies of scale through distribution contracts and favourable
purchasing agreements, as well as brand recognition.

While the industry has traditionally been dominated by vertically integrated oil companies, this trend has been
shifting due to divestment by former operators. This pattern emerged during the previous five-year period,
culminating in Parkland Fuel Corporation (Parkland) becoming one of the largest operators in the industry. This
represents a crucial shift in corporate ownership. If current patterns persist, it could signal a growing divide between
operators that are focused solely on retail operations and those that are still involved with upstream extraction
industries. This trend could lead to operating efficiencies that can severely alter the landscape of the industry
moving forward.

This consolidation activity will reduce employment over the next five years, as fewer establishments will require
fewer employees. Consequently, industry employment is forecast to shrink an annualized 0.6% to reach 19,027
workers over the next five years, while wages are expected to decline more slowly to represent the more skilled
workforce employed by the industry.

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  ($)

2021 36,915 3,444 7,211 2,553 19,645 N/A N/A 538 N/A 31,559
2022 36,883 3,449 7,060 2,495 19,507 N/A N/A 535 N/A 32,740
2023 36,576 3,427 6,913 2,439 19,284 N/A N/A 529 N/A 32,722
2024 36,642 3,446 6,799 2,395 19,143 N/A N/A 527 N/A 32,677
2025 36,858 3,490 6,684 2,351 18,973 N/A N/A 523 N/A 32,707
2026 37,114 3,524 6,641 2,330 19,027 N/A N/A 525 N/A 32,786
2027 37,301 3,545 6,594 2,310 19,058 N/A N/A 527 N/A 32,886
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

External competition is intensifying

The industry is undergoing consolidation

Growth remains constrained

The Gas Stations industry in Canada is in the mature stage of its life cycle. Industry value added (IVA), which
measures an industry's contribution to the economy, is forecast to decrease an annualized 0.1% over the 10 years
to 2026. In contrast, Canadian GDP is forecast to increase an annualized 1.9% during the same period. Although
negative IVA growth alongside a growing economy is typically indicative of a declining industry, this industry is
closely linked to the price of crude oil, which depends on cyclical global demand and supply conditions that are not
necessarily linked to the domestic economy. As a result, IVA is not necessarily aligned with GDP growth over a
given time frame.

The most significant trend in the domestic industry has been that of consolidation, exemplified by the contraction of
the number of enterprises and establishments an annualized 2.8% and 2.5%, respectively, during the 10-year
period. Amid an environment where some major vertically integrated petroleum companies are divesting in their
retail operations, some companies have increased their market share by purchasing these defunct operations. For
example, major player Parkland Fuel Corporation is one of the only gas station chains without connections to the
upstream production and extraction industries and has boosted its presence in the industry drastically over the five
years to 2021. This response to divestiture at the multinational level is expected to shape the industry moving
forward, shaking up the supply chain in the process.

Industry operators have endured intensifying competition from operators in the Gas Stations with Convenience
Stores industry in Canada (IBISWorld report 44711CA). Consumers have increasingly turned to fuel stations that
offer food, drinks, cigarettes and sundries due to the convenience that these locations offer. Also, businesses prefer
selling fuel along with convenience store products because the sale of store goods generates a higher profit margin
and a diversified revenue stream. Consequently, while demand for gasoline is relatively inelastic, a substantial
portion of that demand is being siphoned off by operators from its sister industry, limiting the growth prospects of the
Gas Stations industry in Canada.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Local Freight Trucking in Canada

Local Specialized Freight Trucking in Canada

Long-Distance Freight Trucking in Canada

Key Selling Industries
1st Tier

Petroleum Refining in Canada

2nd Tier

Other Pipeline Transportation In Canada

Oil Pipeline Transportation in Canada

Products & Services

  The primary product sold at gas stations is vehicle fuel, which accounts
for an estimated 81.9% of revenue for the Canadian Gas Stations industry
in 2021.

The sale of car parts, accessories and services rendered for auto repair, as well as sales from car washes and
cleaning, make up the remaining 18.1% of revenue. Of these extra services, automotive repairs are the most
lucrative to gas stations, with higher profit than most industry operations.

REGULAR GASOLINE

Regular gasoline is expected to account for 53.7% of revenue in 2021.

This figure represents an increase from 2016, as consumers increasingly chose to use regular gasoline over
midgrade or premium varieties. Nearly all gasoline sales are from unleaded gasoline with leaded gasoline making up
a marginal share of revenue. Prices for this segment is lower than diesel or other premium gasolines, cementing its
strong share of revenue over the past five years.

DIESEL FUEL

Diesel fuel is anticipated to account for 24.2% of industry revenue in 2021,
growing as a share of revenue from 2016.

The local and long-distance freight trucking industries have continued to grow over the past five years. As these
trucks use diesel fuel, this has resulted in an increase for this segment over the past five years.

MIDGRADE AND PREMIUM GASOLINE

The midgrade and premium gasoline segments are expected to account
for a combined 4.0% of industry revenue in 2021, representing a slight
decline from 2016.

While per capita disposable income has grown over much of the past five years prior to the COVID-19 (coronavirus)
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pandemic and Canadians have increased purchases of luxury cars, growth in this segment was limited by increases
in sales of regular gasoline and diesel fuel.

PARTS, SERVICES AND REPAIRS

Accounting for a combined 18.1% of industry revenue in 2021, these
ancillary aspects of industry operations only apply to gas stations with
relevant service stations and repair shops.

Auto parts comprise an estimated 5.2% of revenue, while services are expected to account for 12.9% of industry
revenue. Ultimately, demand for auto parts goes hand in hand with services. However, gas stations with repair
shops can charge a premium for convenience, particularly for industry establishments located in less populated
areas of the country. Therefore, auto parts and lubricants comprise a larger share of revenue due to their higher
price points.

Demand
Determinants

Demand for products and services rendered at gas stations depends on
various factors, including price, total distance travelled, adoption of fuel-
efficient vehicles and external competition.

These are all to be considered within the context of macroeconomic conditions, which can either support or
discourage demand from consumers and businesses alike, thereby making indicators such as disposable income
levels, unemployment rates and the number of businesses important to the Canadian Gas Stations industry's
operations. Due to the nondiscretionary nature of vehicle fuel, demand for gasoline is inelastic, meaning demand is
more or less unaffected by price. However, when the price of gasoline increases drastically, consumers are more
likely to trade down to more affordable grades or more environmentally friendly automobiles, placing downward
pressure on industry performance by reducing their consumption.

Another factor that influences demand for vehicle fuel is the total distance travelled by truck drivers and commuters
throughout a year. For instance, demand for diesel fuel is highly contingent on demand from trucking industries, a
crucial market for the industry. As demand picked up for long-distance freight trucking over the past five years amid
steadier overall economic growth, the trucking sector increased their demand for fuel, subsequently increasing
demand for diesel fuel. Broader economic conditions such as global trade flows and free trade agreements have an
effect on distance travelled.

The adoption of fuel-efficient vehicles, including electric, hybrid and diesel-compatible cars, lowers demand for
gasoline, making research into alternative fuel sources a threat to the industry. Many consumers have migrated
toward smaller, more affordable, compact cars, which also require less fuel for environmental and budgetary
reasons. Thus, vehicle innovation will continue to place downward pressure on demand for fuel.

Finally, external competition from operators in the Gas Stations with Convenience Stores industry (IBISWorld report
44711CA) and big-box retailers that retail vehicle fuel also influences the level of demand for industry goods and
services. External competition has intensified over the five years to 2021, as consumers sought the convenience of
gas stations that sell food, drinks and cigarettes, among other products, along with vehicle fuel. Big-box retailers,
such as Costco Wholesale Corporation, have also begun to offer vehicle fuel to drive foot traffic to their stores,
placing downward pressure on demand for fuel sold by independently operated gas stations.

Additionally, the COVID-19 (coronavirus) pandemic is expected to severely constrain demand from both individual
consumers and trucking companies. Individuals are reducing travel as a result of stay-at-home orders issued by the
government, as only essential businesses are open and Canadians have been wary of travelling for nonessential
reasons as a way to reduce potential exposure to the coronavirus. The trucking industry is also demanding less
gasoline because many retailers are closed and do not need regular shipments to brick-and-mortar stores, only to
regional distribution centres for online orders.
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Major Markets

  CONSUMERS

Consumers constitute the majority of the downstream market the Gas
Stations industry in Canada, which is expected to account for 65.3% of
revenue in 2021, representing a slight decrease from 2016 as the
COVID-19 (coronavirus) pandemic cut into travel over 2020 and early 2021.

Intense competition from gas stations that retail food, beverages and sundries limited more robust growth in this
segment as consumers increasingly shopped at these locations for their convenience. This segment's share of the
market is anticipated to decline over the five years to 2026 as consumers turn to more convenient fuel stations.

BUSINESSES

Businesses account for a significant share of the downstream market for
gas stations.

The segment is anticipated to account for a combined 34.4% of revenue over 2021, representing a slight increase
from 2016. A majority of this downstream market is formed by the trucking sector. Demand for diesel fuel from
trucking companies continued to increase over the five years to 2021, as domestic and international demand for
goods produced in Canada improved. Moreover, a majority of goods produced by manufacturers is transported
across Canada and to the United States by trucks, which require diesel fuel. Diesel fuel is generally more expensive
than regular gasoline and is therefore a larger contributor to industry revenue. As the trucking industry continues to
grow over the next five years, demand for diesel fuel from businesses is anticipated to rise, causing this segment's
share of the industry's downstream market to expand. Currently, transportation industries account for 32.4% of
industry revenue alone. Other businesses represent the remainder of business demand and can be segmented into
industrial end users (1.0%) and the agricultural sector (1.0%).

PUBLIC ORGANIZATIONS

Government organizations and nonprofits are anticipated to constitute the
remaining 0.3% of the downstream market for this industry over 2021.

This segment's contribution to the industry is expected to remain steady due to the relatively static demand from
public institutions.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Gas stations do not engage in international trade. However, upstream participants in the Canadian Oil Drilling and
Gas Extraction industry (IBISWorld report 21111CA) engage in substantial international trade. Typically, more than
two-thirds of this industry's output is forecast to go to international markets, while nearly half of crude oil and other
goods produced by the industry will be sourced from foreign countries. Many industry operators are components or
subsidiaries of companies in these upstream industries and are therefore susceptible to global trade trends.
However, ultimately, industry operations are not recorded in international trade data.
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Business
Locations

  The geographic distribution of establishments in the Gas Stations industry in Canada largely resembles the distribution of the
population across Canada. Moreover, establishment concentration is compounded by industrial and commercial activity, thereby
centralizing operations in densely populated and economically active regions of the country. As a result, more than one-third of
gas stations are located in Ontario, which is expected to account for 34.8% of establishments in 2021, whereas nearly one-fourth
are located in Quebec, which is expected to account for 23.9% of industry establishments. Since downstream consumers
constitute a leading market for industry operators, demand for gas stations depends on population density. While people in urban
areas and cities depend more on public transportation than consumers that live in rural regions, lesser demand for fuel from
consumers is offset by greater demand from public transportation operators and logistics companies. Alberta (13.6% of
establishments) and British Columbia (12.3%) each represent a similar proportion of establishments to their populations.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Gas Stations industry in Canada exhibits a low level of market share concentration, with the four leading
operators anticipated to generate 31.3% of industry revenue in 2021, up from 26.3% in 2016. Industry concentration
has increased over the five years to 2021 as the largest operators have sought to increase profit by acquiring
smaller competitors. In addition, the volatility in oil prices during the period helped make it easier for large
companies to acquire smaller ones that were less able to compete in an environment with changing prices.
Nonetheless, the industry is characterized by small independent operators catering to their local markets. According
to Statistics Canada, more than 95.0% of all establishments employ fewer than 20 people and more than 90.0%
have fewer than 10 workers. While these are small operations, revenue per establishment has risen slowly during
the current period, suggesting consolidation activity has worked to boost revenue generation. Still, enterprise
formation is dwindling, which suggests that consolidation strategies have far outpaced industry participation. This
trend of consolidation is expected to shape the industry moving forward.

Key Success
Factors

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

Upstream vertical integration:
Retailers that are vertically integrated benefit from lower input costs.

Supply contracts in place for key inputs:
Securing fuel and automotive parts at a low cost are crucial to maintaining profitability.

Proximity to high traffic areas:
Gas stations located in high-volume areas benefit from robust demand for vehicle fuel and other services.

Superior financial management and debt management:
Due to volatile oil and petroleum prices, financial and debt management is crucial for operators to maintain cash flow
and earnings.

Specialization in a product/service that is considered essential by legislators:
Gasoline is considered essential for the operation of the country, which permits industry establishments to operate
amid emergency shelter-in-place scenarios, protecting revenue.
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Cost Structure
Benchmarks

  Profit

IBISWorld anticipates that profit, measured as earnings before interest
and taxes, will account for 6.8% of industry revenue in 2021,
representing a slight decrease from 7.1% in 2016. The world price of
crude oil has increased over the five years to 2021. As a result, prices
for fuel rebounded from historic lows, hurting the industry profit margin.
Additionally, competition intensified from gas stations operated by big-
box retailers, such as Costco Wholesale Corporation (Costco), in
addition to those that operate alongside convenience stores, resulting
in some price-based competition between retailers. Rising debit and
credit card transaction fees have also placed downward pressure on
profitability.

However, two of the four largest players, Suncor Energy Inc. (Suncor)
and Parkland Fuel Corporation (Parkland), experienced strong growth
in their industry-relevant profit margin over the five years to 2021. By
centralizing and standardizing their operations, these companies have
benefited from economies of scale and vertically integrated business
models. In response to the aforementioned profit pressures, these
operators have increasingly sought merger and acquisition activity to
bolster profitability. Many smaller and independent operators have been
forced to sell their operations or have closed stores as evidenced by
the declining number of enterprises and establishments during the
period. This concentration of the industry has led to a slight growth in
the industry profit margin.
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  Wages

Wage costs are particularly low for industry operators because gas
stations do not require many workers. Unskilled labour is needed to
operate cash registers and monitor facilities. However, the few stations
that have car maintenance repair services typically pay higher salaries
for mechanics and technicians, although this represents a negligible
share of industry establishments and therefore does not contribute
substantially to wage costs. Overall, wages have remained consistent
as a share of revenue over the past five years, representing 1.5% of
revenue in 2021.

 

  Purchases

Purchases represent the largest expense for gas stations, accounting
for 83.7% of revenue in 2021. Retailers purchase refined gasoline from
upstream oil and gas explorers and refiners. The world price of crude
oil is expected to increase over the five years to 2021, resulting in an
overall increase in the wholesale price of gasoline for retailers.
However, revenue generally follows pricing trends, providing minor
relief for industry operators during price contractions. Still, the
proportion of revenue dedicated to purchases has marginally declined
from 84.3% in 2016 amid rampant consolidation activity, which has
created economies of scale while centralizing gasoline distribution.
Other minor costs include tires and additional goods used to repair
vehicles and these costs are typically stable since their underlying
commodities are less volatile compared with crude oil and other refined
petroleum products.

 

  Marketing

Gas stations spend a relatively small amount for marketing and
advertising as most operators do not need to place substantial efforts
into promoting their products. Marketing expenses are expected to
account for 0.2% of revenue in 2021.

 

  Depreciation

Depreciation is expected to account for 1.1% of industry revenue in
2021.
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  Rent

Rental expenses are expected to account for 1.3% of industry revenue
in 2021.

 

  Utilities

Utilities are expected to account for 0.8% of industry revenue in 2021.

 

  Other Costs

Other costs including administrative and maintenance costs account for
an estimated 4.7% of industry revenue in 2021. Permits and licence
fees vary by province both in the form the licence fee takes (e.g. per
pump, per gas station and dealer registration) and the level of the fee.
Many operators also pay to use services including CRM and payroll
software. Upkeep on equipment can also be expensive, particularly on
gas pumps which are costly to repair.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Gas Stations industry in Canada compete on several
factors, including location, price, quality and a variety of amenities.

Due to the nondiscretionary and homogeneous nature of gasoline, retailers often compete on price. Operators even
engage in price wars, offering discounts to customers that pay with cash or debit card, due to exorbitant credit card
fees incurred by gas station owners that disincentivize credit card discounts. Nonetheless, significant discounts and
incentives are restricted by underlying commodity prices, leaving little room to manoeuvre in price fixing. Plus,
larger, vertically integrated companies are more able to offer loyalty and incentive programs across their domain,
increasing competitive barriers for independent operators.

Along with price, retailers chiefly compete based on location. Fuelling sites that are located in busy intersections,
popular shopping malls and along a highway benefit from higher foot traffic than sites that are located in remote
areas. Moreover, operators that offer a greater variety of fuel, including diesel and different grades of gasoline,
attract a wider range of customers, such as trucking companies and consumers. A large portion of industry revenue
is derived from industrial and commercial applications, making any amenity that caters to logistics companies
extremely beneficial, boosting the competitiveness of operators that satisfy demand from this market. Along with
offering a variety of fuel, gas stations use automobile repair and car wash services to remain competitive in the
market.

EXTERNAL COMPETITION

Externally, gas stations compete intensely with retailers in the Gas
Stations with Convenience Stores industry in Canada (IBISWorld report
44711CA).

Competition from operators in this industry has intensified over the five years to 2021, as consumers have
increasingly gravitated toward fuel sites that offer food, drinks and cigarettes for convenience. Furthermore, these
retailers have diversified their prepared food offerings to drive foot traffic to their sites and increase consumer loyalty
to their brand. Consequently, more consumers are expected to turn to gas stations that operate in conjunction with
convenience stores in the upcoming years to satisfy multiple consumer needs at once.

Advances in engine technology are also threatening the industry's performance. In recent years, car manufacturers
have introduced a variety of hybrid and electric cars, which are marketed for their fuel efficiency. These vehicles
travel the same distance as traditional cars on a smaller volume of fuel, repressing demand for gasoline. Increasing
research into alternative fuel types is placing downward pressure on gasoline volume sales at gas stations. Still, this
opens up an opportunity to supply fuel to these consumers, although this upends the tradition gasoline-based
business model on which industry operators have historically relied.

The industry's level of competition is expected to grow amid the COVID-19 (coronavirus) pandemic. As travel
declines amid stay-at-home orders and social distancing guidelines persuaded Canadians to remain at home for
non-essential movements, gas station sales declined. As a result of shrinking gas sales and less movements,
industry operators must compete more fiercely with each other, as well as external companies, for the smaller
market for industry products.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing
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  Barriers to entry for the Gas Stations industry in Canada
are moderate and have increased over the five years to
2021. First and foremost, the direct correlation between
revenue and extremely volatile commodity prices serves
as the key barrier for prospective business owners that
are risk averse. Since revenue trends follow upstream
supply and demand, significant events such as the
widespread commodity collapses over 2016 and 2020
have heightened a reluctance to enter an industry that is
very reliant on gas and oil prices. Importantly, while this is
crucial for operators that strictly sell gasoline,
establishments with repair shops and other specialized
fuelling stations for marine or aviation purposes are less
threatened by this volatility.

Moreover, while demand for gas is relatively inelastic,
differing profitability among gas stations with convenience
stores and those without, has been a salient factor when
considering entering the industry. Due to intensifying
competition from gas stations that operate alongside
convenience stores, many operators have exited this
industry in recent years, causing the number of
enterprises to decline. In addition, growing purchase costs
and swipe fees have caused some retailers to operate at
a loss, deterring potential entrants from pursuing a gas
station business without the diversified revenue stream of
a convenience store, coffee shop or service station.
Ultimately, these trends have facilitated widespread
consolidation activity in the industry, further limiting
industry participation by heightening competition from
operators with the substantial resources and benefits
accrued to them via economies of scale.

Along with the aforementioned pressures and low profit
margin, prospects must secure significant capital to either
purchase or lease retail space. While the level of capital
investment required depends on whether the prospect
chooses to franchise a station or open an independent
business, both models can be costly.

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 Gas Stations industry in Canada exhibits a low level of globalization. Due to the service-based nature of this
industry, operators do not engage in international trade. Conversely, upstream suppliers in the Oil Drilling and Gas
Extraction industry in Canada (IBISWorld report 21111CA) engage in substantial trade and are highly globalized.
While independent business owners operate a majority of gas stations, the leading operators are multinational
corporations, thereby contributing to the minimal levels of globalization inherent in industry operations. For example,
while three of the four major players in the industry are based in Canada, most large gas station chains domestically
are owned by multinational vertically integrated petroleum companies. Those that are not have traditionally used
franchise options and other marketing solutions to maintain a multinational brand for their establishments to foster
brand recognition, thereby remaining independent as operators but fully dependent on multinational marketing
strategies.
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Major Companies

Major Players Imperial Oil Limited

Market Share: 13.1%

  Imperial Oil Limited (Imperial Oil) is a vertically integrated oil and gas company that was first incorporated in 1880.
Headquartered in Calgary, the company has grown to become one of the largest integrated oil companies in
Canada. Imperial Oil divides its business into four operating segments, which include corporate and other,
upstream, downstream and chemical operations. The company currently employs more than 5,500 workers globally
and markets brands across three continents. Overall, Imperial Oil generated $23.3 billion in 2020 (latest data
available) through its myriad operations along the energy supply chain.

The company operates in the Gas Stations industry in Canada through its downstream segment. In addition to
retailing fuel, the company refines, distributes and transports crude oil. The company markets more than 550
petroleum products, including gasoline, jet fuel and lube oils. Imperial Oil sells fuel to the public through its Esso-
branded retail service stations. While there are more than 1,700 Esso-branded gas stations, only an estimated 470
are owned or leased by the company. Many of these stations are owned by Parkland Fuel Corporation since
Imperial Oil has increasingly focused on divesting from its retail operations. In recent years, the company has
focused on providing greater service to customers by adding amenities such as car wash services and convenience
stores, the latter of which is not included in this industry.

Financial performance

IBISWorld expects Imperial Oil's industry-relevant revenue to grow an annualized 6.0% over the five years to 2021,
reaching $4.8 billion. The COVID-19 (coronavirus) pandemic eroded demand for gasoline over 2020, eating into
revenue. However, a strong rebound over 2021 is expected, which when combined with the recovery from the
collapse in 2016, resulted in strong expansion over the past five years. However, the company has been offloading
its retail operations, particularly locations without convenience stores, since these establishments are less profitable
compared with their more comprehensive counterparts. As a result, the company's industry-relevant operating profit,
measured as earnings before interest and taxes, is expected to fall an annualized 14.1% to $145.8 million over the
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five years to 2021.

 
Imperial Oil Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 3,614.8 N/C 312.4 N/C
2017 5,563.0 53.9 93.6 -70.0
2018 5,855.0 5.2 387.5 314.0
2019 5,699.1 -2.7 368.7 -4.9
2020 3,480.9 -38.9 -290.1 N/C
2021 4,833.2 38.8 145.8 N/C

Source: Annual Report and IBISWorld
Note: *Estimates

Parkland Fuel Corporation

Market Share: 7.5%

  Parkland Fuel Corporation (Parkland) is the only major player in the Gas Stations industry in Canada that is
completely independent of upstream extraction and production processes. Founded in 1975, the company was
originally a cattle feedlot, but in 1977, it established Fas Gas Plus, a dominant gas station chain in western Canada.
Based in Calgary, the company currently operates in the industry under several banners, including Pioneer, Esso,
On The Run and Ultramar, among others, to both residential and commercial markets. Parkland operates through
six business segments, which include supply, Canada, USA and Corporate, of which only Canada is considered
industry relevant. Globally, the company generated $14.0 billion in revenue in 2020 (latest data available).

Parkland advanced its position in the industry within the context of widespread retail gas offloading by some major
integrated energy suppliers over the past 30 years. This includes the notable acquisition of Pioneer Energy
(Pioneer) in late 2014, which boosted the company's presence in the industry through Pioneer's nearly 400 gas
stations. More recently, in 2016, Parkland purchased hundreds of gas stations from Quebec leader Alimentation
Couche-Tard Inc. (Couche-Tard) due to growing competitive concerns in the region, resulting in over 1,500
Canadian gas stations under Parkland's control at that time. In 2017, Parkland acquired Chevron Canada R&M ULC
(Chevron), resulting in Chevron's entire Canadian downstream fuel operations, including a refinery in British
Columbia, coming under Parkland's ownership. Currently, the company has more than 1,700 gas stations in
Canada, most of which have convenience stores and are therefore omitted from this industry. Still, the company
dominates the industry through its robust acquisition strategies.

Financial performance

Parkland's financial performance has been strong over most of the five years to 2021, primarily aided by aggressive
acquisition activity. The company's industry-relevant revenue is projected to skyrocket, rising an annualized 22.6%
to reach $2.8 billion over the five years to 2021, despite an expected contraction of 28.4% in 2020 specifically due to
the COVID-19 (coronavirus) pandemic. Moreover, operating profit, measured as earnings before interest and taxes,
is expected to climb an annualized 45.4% to $38.3 million over the five years to 2021.
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Parkland Fuel Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 996.4 N/C 5.9 N/C
2017 2,315.8 132.4 16.6 181.4
2018 3,174.5 37.1 49.9 200.6
2019 2,918.5 -8.1 86.5 73.3
2020 2,088.7 -28.4 23.0 -73.4
2021 2,758.4 32.1 38.3 66.5

Source: Annual Report and IBISWorld
Note: *Estimates

Royal Dutch Shell PLC

Market Share: 5.8%

  Headquartered in the Netherlands and incorporated in the United Kingdom, Royal Dutch Shell PLC (Shell) is one of
the largest oil and gas companies in the world. The company is vertically integrated and is involved in exploration,
production, refining, distribution and marketing, petrochemicals, power generation and even trading. Its business is
divided into three operating segments, which include upstream, downstream and corporate, of which the
downstream segment is partially industry relevant. The downstream segment generates a majority of the company's
total revenue and includes revenue generated from manufacturing, distributing and marketing oil products and
chemicals. Overall, the company earned total revenue of $241.8 billion in 2020 worldwide (latest data available).
Shell also employs more than 86,000 workers and maintains a presence in over 70 countries.

The company operates in the industry through its subsidiary, Shell Canada Limited, which retails motor fuel through
Shell-branded gas stations in Canada. The company has increasingly focused on expanding its retail operations,
announcing in 2018 that it would expand the number of stores to 1,300 over the year with a goal of adding 50 more
stores in 2019. However, similar to its competitors, the company has focused on developing retail sites that operate
alongside convenience stores due to the higher profit generated from the sale of store products, thereby limiting
industry participation.

Financial performance

IBISWorld expects Shell's industry-relevant revenue to decrease an annualized 2.4% to reach $2.1 billion over the
five years to 2021. After the collapse in the world price of crude oil in 2016, Shell performed strongly to begin the
period as the commodity recovered. However, its revenue fell 52.8% in 2020 as a result of reduced demand for
consumer fuel stemming from the COVID-19 (coronavirus) pandemic. While other companies have divested from
the industry, Shell has committed to expanding its retail operations in Canada. While many of Shell's gas stations
have convenience stores and are thus excluded from the industry, the company is still one of the largest retail gas
station operators in Canada. The company's industry-relevant segment is expected to experience flagging
profitability during the five-year period, with its operating income, measured as earnings before interest and taxes,
shrinking an annualized 13.9% to $23.3 million as the economy begins to recover from the pandemic.

 
Royal Dutch Shell PLC (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,410.6 N/C 49.3 N/C
2017 3,208.8 33.1 141.3 186.6
2018 3,957.8 23.3 243.6 72.4
2019 3,717.3 -6.1 177.1 -27.3
2020 1,756.4 -52.8 -209.5 N/C
2021 2,139.7 21.8 23.3 N/C

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)
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Suncor Energy Inc.

Market Share: 4.9%

  Suncor Energy Inc. (Suncor) is an integrated energy company headquartered in Calgary. The company participates
in the domestic industry through its wholly owned subsidiary, Petro-Canada, which was purchased by Suncor in
2009 and currently operates within Suncor's refining and marketing segment. Furthermore, Suncor's refined
petroleum and lubricants are sold at a combination of company-owned, branded-dealer and other retail stations
across Canada and Colorado. Suncor generated $24.7 billion globally through its various operations across the
petroleum supply chain in 2020 (latest data available), with its downstream operations accounting for $15.3 billion of
this total.

An estimated one-fifth of Suncor's retail stations are industry relevant in 2021, as the majority operate in conjunction
with a convenience store, which situates these establishments in the Gas Stations with Convenience Stores industry
in Canada (IBISWorld report 44711CA). This proportion is far below the industry average, representing a crucial
transition in business models that favour convenience stores as a means to bolster revenue generation while
stymying the more volatile components of commodity oscillations. All in all, Suncor is expected to operate nearly
1,500 gas stations, of which just over 300 are considered industry relevant.

Financial performance

Petro-Canada benefits from the support of its vertically integrated parent company, which enables the retailer to
effectively respond to changing market conditions. Moreover, gasoline contributes just under half the company's
total refined petroleum product sales, while distillate and other products constitute the remaining share. Suncor's
industry-relevant revenue is expected to grow an annualized 5.1% to reach $1.8 billion over the five years to 2021,
despite volatility in commodity prices during the period, as well as the COVID-19 (coronavirus) pandemic, which
caused industry-relevant revenue to fall 34.6% over 2020. However, revenue is forecast to expand 56.7% over 2021
as gas prices climb amid a more favourable demand environment. Similarly, the company's operating profit,
measured as earnings before interest and taxes, is projected to rise an annualized 5.0% to reach $191.2 million over
the five years to 2021.

 
Suncor Energy Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,397.6 N/C 150.1 N/C
2017 1,545.5 10.6 164.7 9.7
2018 1,866.2 20.8 247.5 50.3
2019 1,746.7 -6.4 228.1 -7.8
2020 1,143.1 -34.6 64.8 -71.6
2021 1,791.0 56.7 191.2 195.1

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

Capital
Intensity

The level of capital intensity is    High

  The Gas Stations industry in Canada is highly capital
intensive. Using wages as a proxy for labour and
depreciation as a proxy for capital, IBISWorld estimates
that for every $1.00 spent on labour in the industry, $0.75
will be spent on capital in 2021, up from $0.60 in 2016.
Considerable funding is needed to acquire fixed assets
such as retail facilities, dispensers, storage tanks, pumps
and point of sale systems. Capital intensity increases as
operators expand their stations and replace old equipment.
While depreciation has remained steady over the five years
to 2021, wage costs have decreased, resulting in increased
capital intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

Very Low Rate of Entry Very
Unlikely

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

Very High Market
Concentration

Very 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.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

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

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.

Technological innovation, driven by demand for the development of alternative
forms of energy and increased fuel efficiency, has and is expected to continue
to disrupt the Gas Stations industry in Canada.

With the rising prevalence of electric cars, drivers will not need to visit gas stations to refill their tanks. Similarly, as newer
automobiles powered by gas become increasingly fuel efficient in response to electric vehicles, gas stations will likely have
to contend with less frequent visits to the pump from its traditional consumer base.

The level of technology change is    Low

  Facilities operating within the Gas Stations industry in Canada undergo a low
level of technological change.

While upstream oil and gas explorers and producers rely heavily on new technology to obtain fuel from deeper deposits,
gas retailers have implemented minor changes in their daily operations. Ultimately, most technological development has
occurred outside of the domestic industry, resulting in updating payment and inventory systems. In addition to
accommodating the use of debit and credit cards, many stations offer alternative methods of payment, such as
ExxonMobil's Speedpass, as well as company-specific loyalty programs and credit cards. In particular, Speedpass enables
customers to pay for gasoline by simply waving the key tag in front of a reader at the pump or by using the company's
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mobile app. Other companies have introduced a variety of new payment systems to make the payment process more
convenient for drivers.

Alongside payment processing capabilities, operators have had to comply with environmental regulations, which requires
regular monitoring of their gasoline inventory, which is typically located underground, although there are above-ground
tanks available. Many gas station operators choose to use underground metal tanks as opposed to above-ground options
primarily due to space limitations. However, there is also added safety to underground systems in that they are not
susceptible to adverse weather conditions. Conversely, underground systems are much more difficult to monitor for
environmental concerns such as leakage and ultimately require excavation for regulatory oversight or repair.

Operators typically rely on relatively simple pressure-based gauges and float kits that can help with inventory management.
More advanced systems include automatic tank gauge consoles that are generally connected to software that can connect
to computers and mobile devices for regular supervision. These systems require hardwiring for underground uses that
inhibit the use of most wireless capabilities. Above-ground tanks, while susceptible to inclement weather, can be more
easily monitored through simpler instalment and wireless fuel management systems.

Revenue
Volatility

The level of volatility is    High

  The Gas Stations industry in Canada exhibits a high level of revenue volatility.

Due to the nondiscretionary nature of vehicle fuel, industry revenue is largely dependent on the price of gasoline rather than
elastic demand. As a result, industry revenue closely follows the world price of crude oil, as well as region-specific prices
such as those in the Western Canadian Select and the West Texas Intermediate markets. However, as crude oil prices
experienced extreme volatility over the five years to 2021, the retail price of gasoline followed a similar trend, causing
industry revenue volatility to increase further. In particular, the tumultuous decline of the world price of crude oil in 2020,
alongside many other commodity prices amid the COVID-19 (coronavirus) pandemic, facilitated a 19.8% contraction in
revenue over the same year, although this volatility has largely been mitigated by relatively inelastic demand.

In addition to the price of gasoline, unemployment and disposable income also affect revenue volatility. As more Canadians
returned to work over the past five years, demand for vehicle fuel rose, supporting industry revenue in the process. A
favourable economic environment is conducive to increased trade, which catalyzes more logistics activity and therefore
increases demand for fuel from commercial endeavours. All in all, revenue oscillated an average 18.0% year-over-year
over the past five years, connoting a high level of revenue volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Gas Stations industry in Canada is regulated at the federal and provincial
level in Canada and is primarily focused on environmental impact.

Accordingly, operators must abide by regulations established by the Canadian Council of Ministers of the Environment. In
its Environmental Code of Practice for Vapour Recovery, the council establishes the proper handling of gasoline as it is
transported from refineries to fuel stations. While most of these regulations apply more directly to upstream oil refiners,
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there are rules that pertain to the proper storage of gasoline at retail stations. Moreover, since the leaders of this industry
are typically vertically integrated extractors, distributors and marketers, these regulations are still pertinent for many
industry operators.

On the provincial level, there is further scrutiny. For instance, Alberta has the Alberta Gas Code Regulation, in which it
enforces the proper handling of gasoline at retail stations. Still, most provincial regulations mirror those at the federal level
and do not deviate substantially from those guidelines. Provinces are also responsible for protecting workers' rights through
Employment Standards Acts. In these acts, governments establish standards regarding vacation time and pay, minimum
wage levels, severance pay and a variety of other work- and pay-related matters. Nonetheless, since many labourers in this
industry are part-time or seasonal employees, some of these regulations are not directly applicable.

Importantly, provinces, including Quebec and the rest of the Atlantic provinces, also regulate gasoline prices. Conversely,
the Canadian government only has constitutional authority to regulate prices in an emergency. Ultimately, these price
disparities between provinces are attributed to diverse tax implications at the provincial and even municipal level. Plus,
obtaining gasoline for retail in some Northern provinces is often costly due to a dearth of infrastructure capabilities, thereby
increasing fuel costs for both operators and consumers in the area. In the end, retailers that manipulate prices are subject
to regulatory scrutiny from the Competition Bureau, alongside other provincial bodies.

Industry
Assistance

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

The Gas Stations industry in Canada does not receive direct government
assistance through subsidies, grants or tariffs because gas stations do not
engage in international trade.

Moreover, the upstream Petroleum Refining industry in Canada (IBISWorld report 32411CA) receives minimal assistance
through tariffs for ready-to-use propane in containers and free-trade tariffs. The industry also receives minimal indirect
assistance through trade associations that assist upstream fuel providers and refiners. For instance, the Canadian Gas
Association supports the natural gas distribution industry in Canada, while the Canadian Association of Petroleum
Producers support the growth of Canada's oil and gas industry and the Canadian Fuels Association focuses on all aspects
of the energy supply chain, although with an emphasis on production and distribution rather than retailing. Therefore, while
industry associations such as the Canada Independent Petroleum Marketers Association exist to further the interests of
industry operators in particular, the assistance is minimal compared with the upstream suppliers.

Nonetheless, the major players in this industry are vertically integrated businesses that can benefit from both the supply
side and distribution aspect of energy operations. Smaller players are left with little recourse in comparison. As a result,
major players such as Imperial Oil Limited and Suncor Energy Inc., which have both extraction and marketing operations,
also benefit from trade agreements and federal assistance for upstream suppliers, thereby indirectly aiding their profitability
and overall dominance in the industry.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020, as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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 ($)

2012 42,908 4,451 9,700 3,811 26,805 N/A N/A 724 N/A 28,883
2013 42,376 4,327 9,348 3,420 24,539 N/A N/A 628 N/A 29,369
2014 43,263 4,662 9,284 3,325 23,575 N/A N/A 607 N/A 29,466
2015 36,745 3,698 8,755 3,201 23,372 N/A N/A 627 N/A 30,804
2016 35,243 3,550 8,540 3,101 25,367 N/A N/A 651 N/A 30,332
2017 38,314 3,685 8,603 3,038 28,730 N/A N/A 726 N/A 30,675
2018 38,328 3,860 7,442 2,879 19,405 N/A N/A 528 N/A 30,647
2019 35,728 3,503 7,403 2,766 19,393 N/A N/A 529 N/A 30,852
2020 28,663 2,283 7,286 2,663 16,898 N/A N/A 453 N/A 33,416
2021 36,915 3,444 7,211 2,553 19,645 N/A N/A 538 N/A 31,559
2022 36,883 3,449 7,060 2,495 19,507 N/A N/A 535 N/A 32,740
2023 36,576 3,427 6,913 2,439 19,284 N/A N/A 529 N/A 32,722
2024 36,642 3,446 6,799 2,395 19,143 N/A N/A 527 N/A 32,677
2025 36,858 3,490 6,684 2,351 18,973 N/A N/A 523 N/A 32,707
2026 37,114 3,524 6,641 2,330 19,027 N/A N/A 525 N/A 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 1.46 13.4 -4.90 -11.6 -0.99 N/A N/A -5.19 N/A 1.73
2013 -1.24 -2.78 -3.63 -10.3 -8.46 N/A N/A -13.3 N/A 1.68
2014 2.09 7.73 -0.69 -2.78 -3.93 N/A N/A -3.26 N/A 0.33
2015 -15.1 -20.7 -5.70 -3.73 -0.87 N/A N/A 3.32 N/A 4.53
2016 -4.09 -3.99 -2.46 -3.13 8.53 N/A N/A 3.79 N/A -1.54
2017 8.71 3.80 0.73 -2.04 13.3 N/A N/A 11.5 N/A 1.12
2018 0.03 4.74 -13.5 -5.24 -32.5 N/A N/A -27.3 N/A -0.10
2019 -6.79 -9.26 -0.53 -3.93 -0.07 N/A N/A 0.15 N/A 0.66
2020 -19.8 -34.8 -1.59 -3.73 -12.9 N/A N/A -14.3 N/A 8.31
2021 28.8 50.8 -1.03 -4.14 16.3 N/A N/A 18.8 N/A -5.56
2022 -0.09 0.13 -2.10 -2.28 -0.71 N/A N/A -0.58 N/A 3.73
2023 -0.84 -0.65 -2.09 -2.25 -1.15 N/A N/A -1.09 N/A -0.06
2024 0.17 0.57 -1.65 -1.81 -0.74 N/A N/A -0.55 N/A -0.14
2025 0.58 1.27 -1.70 -1.84 -0.89 N/A N/A -0.59 N/A 0.09
2026 0.69 0.97 -0.65 -0.90 0.28 N/A N/A 0.36 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 10.4 N/A N/A 1,601 1.69 2.76 26,999
2013 10.2 N/A N/A 1,727 1.48 2.63 25,576
2014 10.8 N/A N/A 1,835 1.40 2.54 25,756
2015 10.1 N/A N/A 1,572 1.71 2.67 26,844
2016 10.1 N/A N/A 1,389 1.85 2.97 25,671
2017 9.62 N/A N/A 1,334 1.89 3.34 25,266
2018 10.1 N/A N/A 1,975 1.38 2.61 27,199
2019 9.80 N/A N/A 1,842 1.48 2.62 27,257
2020 7.97 N/A N/A 1,696 1.58 2.32 26,826
2021 9.33 N/A N/A 1,879 1.46 2.72 27,401
2022 9.35 N/A N/A 1,891 1.45 2.76 27,436
2023 9.37 N/A N/A 1,897 1.45 2.79 27,453
2024 9.41 N/A N/A 1,914 1.44 2.82 27,504
2025 9.47 N/A N/A 1,943 1.42 2.84 27,587
2026 9.50 N/A N/A 1,951 1.42 2.87 27,608

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Green Car Reports
http://www.greencarreports.com

Canadian Independent Petroleum Marketers Association
http://www.cipma.org

Canadian Fuels Association
http://www.canadianfuels.ca

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

Industry Jargon DIESEL
A midrange petroleum product, with a higher boiling point than gasoline, used as a fuel for internal combustion
engines.

GASOLINE
A light liquid petroleum product used as a fuel for internal combustion engines.

HYBRID
A vehicle that uses two different power sources to operate, in most cases referring to an electric battery in
conjunction with a gasoline engine.

SWIPE FEE
A fee that banks and credit card companies charge gas station owners when consumers use credit or debit cards for
purchases.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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