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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 Ocean and Coastal Transportation industry in Canada provides essential transportation for cargo and
essential and nonessential transportation for passengers. Uncertainty for the industry's cruise segment will likely
exist moving forward as an extension for a ban on cruises with more than 100 people has been implemented in
2021 by the Canadian government. For more detail, please see the Products and Services chapter.

· Shipping rates are expected to be at extremely high levels in 2021 and this is likely to lead to a substantial increase
in industry revenue, even as the cruise segment of the industry is expected to fare poorly. For more detail, please
see the Current Performance chapter.

· The economic effects from COVID-19 (coronavirus) pandemic will likely affect segments of the industry
asymmetrically. For more detail, please see the Demand Determinants chapter.



Ocean & Coastal Transportation in Canada April 2021

4 IBISWorld.com

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 Operators in the Ocean and Coastal Transportation industry in Canada primarily transport freight and passengers

using deep sea, coastal and Great Lakes water transportation. This industry also includes ocean-going cruise ships.

Major Players British Columbia Ferry Services Inc.

Algoma Central Corporation

CLS

Main Activities The primary activities of this industry are:

Marine transportation of general freight, bulk commodities, passengers and vehicles

Cruise services

Marine transportation between Canadian points of destination

Marine transportation of exports, unless operator is based out of destination country

Marine transportation of imports, but only by domestically based players

The major products and services in this industry are:

Dry bulk carriers

Tankers

Passenger vessels

Container and general cargo ships
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Supply Chain

SIMILAR INDUSTRIES

Scheduled Air Transportation in
Canada

Rail Transportation in Canada Inland Water Transportation in
Canada

Long-Distance Freight Trucking in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Deep-Sea, Coastal &
Inland Water Transportation

Ocean & Coastal Transportation
in the US

Water Freight Transport in
Australia

Freight Transport by Sea in China

Sea & Coastal Freight Water
Transport in the UK

Water Freight Transport in New
Zealand

Sea & Coastal Freight Water
Transport in Ireland
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Industry at a Glance
Key Statistics

$4.5bn
Revenue

Annual Growth

2016–2021

-1.9%

Annual Growth

2021–2026

3.7%

Annual Growth

2016–2026

 

$383.8m
Profit

Annual Growth

2016–2021

2.9%

  Annual Growth

2016–2021

 

8.5%
Profit Margin

Annual Growth

2016–2021

1.8pp

  Annual Growth

2016–2021

 

356
Businesses

Annual Growth

2016–2021

-1.1%

Annual Growth

2021–2026

-0.8%

Annual Growth

2016–2026

 

13,123
Employment

Annual Growth

2016–2021

-1.2%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$1.2bn
Wages

Annual Growth

2016–2021

1.7%

Annual Growth

2021–2026

2.5%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.5%
World price of crude oil

1.4%
GDP of Canada

0.1%
Total trade value

1.8%
Per capita disposable income

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

  Technology Change
Medium   Industry Globalization

Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Regulation & Policy

Heavy / Steady

  Competition
High / Increasing

 

Key Trends

 Slowing economic growth in several emerging markets have
stifled demand for dry bulk goods

 The industry has benefited from increased consumer
expenditure on cruises

 Medium-term cost cutting measures have led to an overall
decrease in industry employment

 The cruise vacation segment of the industry is expected to
grow over the next five years

 As the US economy continues to expand, Canadian
manufacturers should expect to benefit from steady demand

 Canadian carriers will likely become increasingly competitive
in the global maritime transportation market

 Growth from ferries and cargo maritime transportation are
expected to lead to increased revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Volatility

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  GDP of Canada

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Making a splash: Rising disposable income and an aging population will
likely increase industry demand

Operators in the Canadian Ocean and Coastal Transportation industry transport freight, bulk cargo and passengers
along international and coastal shipping routes. The industry is expected to experience a decline in revenue over the
five years to 2021. Economic growth in emerging markets and the growing need for Canadian natural resources
enabled industry-relevant shipping companies to benefit from Canada's substantial dry and liquid-bulk exports
between 2016 and 2018. Stable, prepandemic economic growth in the United States also has increased demand for
industry services, as shipping to the United States makes up a substantial share of the industry's total export traffic.
Moreover, as domestic income levels gradually increased over the past five years, demand for cruises have
continued to climb, excluding 2020 and 2021. Ultimately, industry revenue is expected to decline at an annualized
rate of 1.9% to $4.5 billion over the five years to 2021. This includes an increase of 12.7% in 2021 alone since the
COVID-19 (coronavirus) pandemic caused industry revenue to decline in 2020, and growth from ferries and cargo
maritime transportation are expected to drastically improve in 2021, leading to increased revenue.

Prior to the current period, many maritime transporters expanded their fleets in response to surging demand for
freight transportation services, causing the industry to enter a period of overcapacity once industry demand
subsided. In turn, many carriers were forced to lower shipping rates to improve capacity utilization, placing
downward pressure on revenue and profit. Declines in the world price of crude oil severely limited the ability of
industry operators to generate revenue through fuel surcharge fees, causing industry revenue to decline in 2016,
especially as prices for many commodities fell as a result of less demand, which also led to lower trading volumes.
All this led to reduced industry profit at the beginning of the current period. A relatively low industry profit margin in
2016 and a sharp rise in shipping rates in 2021 have led to improved profitability during the current period,
especially as many industry operators implemented cost cutting measures in 2020.

Over the five years to 2026, economic recovery and a low base year are projected to improve demand for the
industry's freight transportation services. Moreover, trends in domestic consumer conditions, such as increased per
capita disposable income and an aging population, will likely increase demand for cruise services, under the
assumption that there are no permanent structural changes to the cruise industry and consumer sentiment toward
cruises and travel. Consequently, industry revenue is forecast to increase at an annualized rate of 3.7% to $5.4
billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Total trade value

A substantial portion of industry revenue is generated from the international transportation of Canadian imports and
exports. Consequently, an increase in the value of Canadian trade activity can generate significant revenue for
industry operators. Total trade value is expected to increase in 2021, representing a potential opportunity for the
industry.

 

GDP of Canada

An increase in Canadian economic growth generally indicates increased consumer spending, greater industrial
production and growth in Canadian trade activity, all of which generate demand for maritime transportation services.
The GDP of Canada is expected to increase in 2021.

 

Per capita disposable income

Rising levels of disposable income typically lead to higher consumer spending, stimulating industrial and trade
activity, in addition to bolstering demand for cruise travel. Therefore, increased per capita disposable income
generally leads to greater revenue for industry operators. Per capita disposable income is expected to decrease in
2021, posing a potential threat to the industry.

 

World price of crude oil

When the world price of crude oil increases, industry operators are able to generate revenue by imposing fuel
surcharges on their standard freight rates, shifting the burden of rising fuel costs to consumers. However, due to the
excess supply of maritime transport vessels and relatively intense competition within this industry, operators are
rarely able to transmit the full cost of rising fuel prices to their customers, imposing downward pressure on industry
profit. The world price of crude oil is expected to increase in 2021.
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Current
Performance

Over the five years to 2021, the Ocean and Coastal Transportation
industry in Canada is expected to navigate rough seas as demand for
industry services has fluctuated substantially.

Industry operators provide marine transportation services to passengers and freight along both coastal international
routes, including the Great Lakes and the Saint Lawrence Seaway. Subpar trade volumes due to abated economic
growth in emerging markets and the collapse of commodity prices in late 2014 caused demand for certain industry
services to subside. This negative trend in demand has been reinforced by global cargo ship overcapacity, which
has placed significant downward pressure on industry freight rates. However, the effects of these trends were
endured by operators during the beginning of the period; however, the Canadian economy and industry then
experienced a strong recovery in 2017 and 2018, which offset this initial decline. In 2019, global trade tensions
caused industry revenue decline, as trade volumes for many products fell. More recently, the global spread of
COVID-19 (coronavirus) severely affected industry revenue in 2020 as shipping operators, cruise operators and
ferry operators all experienced declines of varying degrees. A low base level for industry revenue, combined with
recovering trade and increasing passenger and car traffic, means that industry revenue is expected to increase
12.7% in 2021 alone. While demand is expected to improve for shipping and ferry operators in 2021, cruise
operators are expected to experienced weak demand as the Canadian government extended a ban on cruises with
vessels carrying more than 100 people until 2022 in an effort to mitigate the spread of coronavirus. Overall, industry
revenue is projected to decline an annualized 1.9% to $4.5 billion over the five years to 2021.

CARGO TRANSPORTATION

Freight transportation services account for most industry revenue.

These services include the transportation of standardized containers and general cargo and dry and liquid bulk
commodities. In particular, dry bulk, which includes iron ore, coal and grain, is crucial for industry operators, as these
commodities constitute the largest portion of Canada's marine-transported exports. In particular, emerging markets
have continued to demand Canadian commodities, creating demand for bulk shipping services. Moreover, the US
economy has experienced steady growth over the past five years, excluding 2020, causing industry operators to
experience mounting demand for the transportation of Canadian commercial goods and manufacturing inputs to
companies and consumers in the United States. Overall, total trade value is estimated to grow at an annualized rate
of 0.4% over the five years to 2021, bolstering demand for waterborne freight transportation services.

At the same time, slowing economic growth in several emerging markets have stifled demand for dry bulk goods in
recent years, especially when global trade tensions rose in 2019. In addition, slowing prepandemic growth in the
Eurozone constrained freight volumes transported along the Great Lakes, the Saint Lawrence Seaway and other
key trade routes. Economic ramifications from the coronavirus pandemic in 2020 further exasperated this. Over the
past five years, many cargo companies, especially those operating on international routes, have also contended with
worldwide ship overcapacity. Prior to the period, many carriers ordered numerous cargo vessels to satisfy growing
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demand generated by booming trade activity, causing the industry to experience an excess of cargo carrying
capacity once global demand for industry services subsided. The ensuing imbalance between supply and demand
has led to significantly reduced shipping rates, constraining revenue growth for many industry operators. However,
high import tariffs and the Coasting Trade Act, which restricts the use of non-Canadian registered ships in domestic
waters, has limited the negative effects of overcapacity on coastal shipping routes.

PASSENGER TRANSPORTATION

Some of the largest players in this industry are ferry operators that serve
as a vital link to many coastal communities and several luxury cruise
lines.

Over the past five years, excluding 2020 and 2021, this segment expanded as a share of industry revenue as
gradually improving consumer conditions have encouraged everyday consumers to spend more on discretionary
cruise vacations. Per capita disposable income increased during most of the period, enabling many consumers to
take vacations and purchase relatively expensive services, such as cruises. As an industry that generates a
significant portion of its total revenue from nonessential vacations and entertainment purchases made by everyday
consumers, the Canadian Ocean and Coastal Transportation industry benefited from increased consumer
expenditure on cruises and other waterborne passenger transportation. Nonetheless, beginning in 2020, cruise
operators globally cancelled trips and suspended operations to mitigate the spread of the coronavirus, and in 2021,
the Canadian government banned cruises with vessels carrying more than 100 people until 2022, negatively
affecting industry revenue. However, some ferry operators, such as British Columbia Ferry Services Inc. (BC Ferry),
continued operations, albeit with less passenger and car volumes, since it provides essential ferry services between
Vancouver Island and British Columbia.

INDUSTRY STRUCTURE

Industry operators had initially recovered from volatile economic
conditions that began in late 2014, but the pandemic in 2020 and 2021 has
mitigated that recovery.

Nevertheless, industry profit, measured as earnings before interest and taxes, is expected to increase over the five
years to 2021, accounting for 8.5% of revenue in 2021, up from 6.7% in 2016, which was also considered a difficult
year for the industry. In 2016, overcapacity on several key trade routes, combined with lacklustre cargo volume
growth, caused cargo operators to increasingly compete based on price, leading to reduced freight rates and a
dampened industry profit margin. In 2020, a decline in international demand for commodities, such as iron ore, led to
industry operators seeking to decrease operating costs by reducing the number of employees where feasible.
However, in 2021, a swift increase in global economic trade and temporarily reduced capacity from cost-cutting
measures taken in 2020 by shipping operators have led to a surge in shipping costs, which is not expected to
subside for some months. This is expected to improve industry profit during the period. In addition, many large-scale
companies, such as BC Ferry, have monopolies on the routes they serve, enabling these companies to maintain a
sustainable profit margin due to relatively weak competition from external operators.

Medium-term cost cutting measures, coupled with the rapid economic shock stemming from the coronavirus
pandemic, have led to an overall decrease in industry employment. Industry employment is anticipated to decrease
an annualized 1.2% to 13,123 workers over the five years to 2021. Furthermore, high barriers to entry and success
have discouraged potential operators from entering the industry. Thus, the number of industry enterprises is
estimated to fall at an annualized rate of 1.1% to 356 companies over the five years to 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)

Total
Exports

($b)
2012 4,486 1,345 426 381 12,505 N/A N/A 865 N/A 555
2013 4,633 1,333 457 407 13,012 N/A N/A 879 N/A 568
2014 5,026 1,664 445 390 14,254 N/A N/A 1,034 N/A 604
2015 5,013 1,760 431 377 13,673 N/A N/A 1,061 N/A 625
2016 4,969 1,729 428 377 13,950 N/A N/A 1,094 N/A 634
2017 5,230 1,876 430 374 14,514 N/A N/A 1,156 N/A 643
2018 5,563 1,902 454 390 13,491 N/A N/A 1,105 N/A 662
2019 4,966 1,789 427 366 13,812 N/A N/A 1,124 N/A 671
2020 4,006 1,536 415 358 12,207 N/A N/A 1,099 N/A 606
2021 4,515 1,749 415 356 13,123 N/A N/A 1,192 N/A 644
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Industry Outlook
Outlook Over the five years to 2026, the Ocean and Coastal Transportation

industry in Canada is expected to recover from the economic
ramifications brought on by the COVID-19 (coronavirus) pandemic.

While global trade uncertainty may still remain, the global and Canadian economies are expected to recover in
2021, which is anticipated to continue in 2022. Afterward, the Canadian and global economy are likely to expand,
and as a result, consumer confidence is expected to increase over the next five years. Furthermore, it is anticipated
that most macroeconomic indicators will also increase during the outlook period. The problem of shipping
overcapacity is also expected to partially lessen over the next five years, enabling industry freight rates to remain at
levels that are higher than at the beginning of the five years to 2021. As a result of these trends, industry revenue is
forecast to increase, rising at an annualized rate of 3.7% to $5.4 billion over the five years to 2026. Additionally, the
world price of crude oil is projected to rebound over the next five years, increasing industry fuel costs. Rising fuel
costs, coupled with moderate overcapacity, negatively affects industry profit. However, industry operators will likely
increase their staff as the industry recovers, especially since employment is expected to be low in 2021. Industry
employment is forecast to increase at an annualized rate of 2.2% to 14,656 workers over the five years to 2026. Due
to these overarching trends, industry profit is expected to increase slightly as demand forces dominate supply
factors.

COUNTERVAILING TRENDS

Per capita disposable income is expected to marginally increase over the
next five years.

However, consumers may be wary to make discretionary purchases during the beginning of the outlook period as
many households seek to stabilize finances first. In addition, household debt continues to remain a problem, which
may inhibit consumers from taking cruises, thus affecting industry revenue. This may be offset by an aging
Canadian population, as Canadians aged 65 and older account for an estimated 24.0% of passenger volume,
according to a November 2018 Conference Board of Canada study, “Canadian Cruise Market”, despite only
accounting for 18.0% of the overall population in 2020 (latest data available). Furthermore, the number of adults
aged 65 and older in Canada is expected to grow at an annualized rate of 3.5% over the five years to 2026. As a
result of these trends, the cruise vacation segment of the industry is expected to grow over the next five years,
despite some weakness in the first few years of the period. It is important to note that this consumer behaviour
regarding travel will not be permanently changed once expected economic recovery occurs and the cruise industry
rebounds over the next few years.

In regard to exporting commodities, Canada has vast array of natural resources, and with emerging markets'
continued need for dry bulk commodities, such as coal, iron ore and grain, there will likely still be demand to export
these commodities. Moreover, as the US economy continues to expand over the coming years, Canadian
manufacturers should expect to benefit from steady demand for their goods from Canada's largest trading partner.
However, this demand may be lower than prepandemic levels for a few years as many emerging economies have
been more profoundly affected by the coronavirus pandemic, which is expected to lead to a slower economic
recovery in these economies.

INDUSTRY STRUCTURE

Similar to the past five years, it is expected that the number of industry
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enterprises will continue declining.

This is primarily due to a government monopoly on ferry service and high barriers to entry and success for shipping
companies, which means smaller operators will likely be acquired to survive. The number of industry enterprises is
anticipated to decrease an annualized 0.8% to 342 companies over the five years to 2026. As a result, the number
of cargo vessels coming into operation is expected to increase at a slower rate over the next five years. In response
to significant downward pressure placed on industry freight rates by a chronic excess of global shipping capacity,
many shipping companies have begun scrapping older ships and ordering relatively fewer, but larger vessels. As a
result, shipyard backlogs are expected to steadily decline during the outlook period, which will likely translate into
fewer ships being built over the five years to 2026. Moving forward, Canadian carriers are also expected to become
increasingly competitive in the global maritime transportation market, as a combination of environmental regulations
and government support for diversified export markets may encourage industry shipping companies to increasingly
invest in fuel-efficient engines, ballast-water treatment systems and premium electronics. As these high-end vessels
make up an increasingly significant share of Canada's merchant fleet, the broader industry will likely be able to
benefit from improved efficiency and potentially lower operating costs.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Total

Exports  ($b)
2021 4,515 1,749 415 356 13,123 N/A N/A 1,192 N/A 644
2022 5,039 1,965 417 354 14,020 N/A N/A 1,285 N/A 679
2023 5,185 2,001 416 351 14,277 N/A N/A 1,312 N/A 698
2024 5,272 2,018 416 348 14,434 N/A N/A 1,327 N/A 717
2025 5,343 2,041 415 346 14,547 N/A N/A 1,339 N/A 736
2026 5,406 2,067 411 342 14,656 N/A N/A 1,351 N/A 755
2027 5,463 2,084 409 339 14,769 N/A N/A 1,362 N/A 774
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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 the Canadian economy

The industry plays an important role in the Canadian transportation system

Industry revenue growth depends heavily on underlying economic growth

The Ocean and Coastal Transportation industry in Canada is in the mature stage of its life cycle, which is
characterized by slow growth rates, dependence on macroeconomic trends and consolidation activity. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is expected to grow at an
annualized rate of 1.8% over the 10 years to 2026. Conversely, Canadian GDP is forecast to increase at an
annualized rate of 1.7% during the same period. Similar growth between IVA and the overall economy is considered
indicative of a mature industry. Furthermore, relatively stable participation in the industry and full market acceptance
of industry services are reflections of the industry's ongoing maturity.

There are several indicators that also point to the industry's maturity. For example, the industry plays a crucial role in
the Canadian transportation system, since most Canadian exports and imports that do not travel through the United
States must be transported by cargo ships. As a result, this industry is essential for Canada to maintain trade
connections with the rest of the world, causing the industry's services to be fully and consistently accepted by
downstream clients. In recent years, mounting internal competition and volatile profit have forced many small-scale
operators to exit the market. Moreover, the industry's largest companies have increasingly relied on vessel pools,
which are fleets that source ships from multiple companies. These fleets enable large-scale operators to improve
efficiency and outperform smaller competitors. As a result, market share concentration has increased as larger
operators have heightened their competitive advantage. Overall, the total number of industry enterprises is projected
to decrease at an annualized rate of 1.0% over the 10 years to 2026.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Mining In Canada

Manufacturing In Canada

Wholesale Trade In Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Key Selling Industries
1st Tier

Ship Building in Canada

Boat Building in Canada

Gasoline & Petroleum Wholesaling in Canada

Products & Services

  The Ocean and Coastal Transportation industry in Canada comprises a
wide variety of commercial vessels, including container ships, dry-bulk
carriers, cruise ships and other industry-relevant ships.

Each of these vessels performs a specialized service within the industry. For example, only liquid-bulk tankers
possess the necessary infrastructure to safely transport oil-related products. The service segmentation breaks down
the industry's services according to each specialized vessel's share of the total Canadian fleet in units.

PASSENGER VESSELS

In 2021, passenger vessels are expected to constitute 34.6% of the
industry-relevant Canadian vessel fleet.

Common passenger ships in this segment include ferries, ocean liners and cruise ships. Ferries are ships that
transport passengers, and occasionally vehicles, across a body of water. Ferries typically cross relatively short
distances, generally travelling between towns and cities situated on coasts. Some of the industry's largest ferry
routes are located along Canada's Pacific and Atlantic coasts, the Great Lakes and the Saint Lawrence Waterway.
This service segment also includes cruise ships that conduct round-trip voyages in which the trip and its attractions
are the main consumer products. Prior to the COVID-19 (coronavirus) pandemic, this service segment grew as a
share of industry revenue as rising levels of disposable income fuelled demand for cruise vacations. However, there
is uncertainty of the cruise industry's future stemming from the pandemic. The Canadian government has extended
a ban on cruise vessels carrying more than 100 people until 2022 in an effort to mitigate the spread of coronavirus.
This is likely to affect this segment over the coming years. However, the ferry portion of this segment may offset this
as ferry service is considered an essential service and is expected to recover to prepandemic levels as more of the
Canadian population becomes vaccinated.

CONTAINER AND GENERAL CARGO SHIPS

In 2021, container and general cargo ships comprise 30.1% of the
industry-relevant vessel fleet.

Vessels in this service segment transport standardized freight within their hauls or in containers. The size of the
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average container vessel has increased over the past five years, reflecting the growing desire among manufacturers
and shippers to achieve greater economies of scale and supporting this segment's share of revenue. This growth
has been aided by the recent expansion of the Panama Canal, which has doubled the canal's vessel capacity and
cleared the path for large scale cargo ships to dominate waterborne trade. However, foreign-based cargo liners
account for most of Canada's international trade. These operators typically have worldwide operations, making it
difficult for Canadian cargo liners to compete.

DRY BULK CARRIERS

Dry bulk carriers represent the third-largest share of total vessel fleet,
with these ships ranging from relatively small-scale carriers that are used
to transport minor bulk loads along regional trade routes to capesize
vessels, which are designed to transport massive shipments of dry
commodities, such as iron ore and coal, along long haul trade routes.

The cargo transported in such ships is typically loose cargo without any specific packaging. Manufacturers that use
larger carriers to ship commodities benefit substantially from economies of scale, leading to reduced overhead costs
and higher profit. In 2021, dry bulk carriers are estimated to account for 20.2% of all vessels in this industry,
remaining a stable share of revenue during the period.

TANKERS

In 2021, bulk liquid and gas tankers are estimated to account for 15.1% of
the industry's total vessel fleet.

These tankers represent a unique niche for industry operators, as the transportation of oil, gas and other hazardous
chemicals requires highly specialized tools and specialized training for industry employees. For example, residual
vapours in a tank must be expelled before new oil can be loaded, and the level of pressure within a tank must be
constantly monitored throughout the transportation process. Given the danger and volatility associated with handling
oil-related products, oil tankers are generally subject to a heightened level of government regulation, and have thus
declined as a share of revenue during the period.

Demand
Determinants

Demand for services provided by the Canadian Ocean and Coastal
Transportation industry is derived from a broad range of factors.

Both passenger and shipping volumes are greatly influenced by macroeconomic conditions, such as disposable
income and foreign trade. For instance, a decline in disposable income not only leads to less travel onboard cruise
ships, but also causes lower spending on discretionary goods. When demand for goods wanes, shipping volumes
decline, which leads to lower demand for industry shipping services.

Within this industry, the passenger transportation segment is dependent on changes in overall consumer spending.
The unemployment rate, consumer confidence and level of disposable income all directly influence the likelihood
that consumers will use industry services. Cruises are particularly sensitive to these trends, since cruise vacations
are highly discretionary and are often the first expenditure consumers cut back on during tough financial times.
Conversely, ferry services are more resilient given that a large portion of the ferry segment serves an essential role
for many commuters.

Commodity and freight shippers are highly dependent on general macroeconomic conditions, including foreign
trade. Increased demand for Canadian goods abroad generally leads to more demand for shipping services. In
particular, growing Canadian grain, coal, iron and oil exports are important to the industry, as they account for the
largest share of overseas exports. The industry's dependence on trade means that industry demand is often driven
by factors, such as domestic and foreign consumption and manufacturing; the relative competitiveness of countries;
the cost, capacity and efficiency of Canadian transportation; and the value of the Canadian dollar.

The global COVID-19 (coronavirus) pandemic has affected demand asymmetrically within different segments of the
industry. Consumer spending and certain commodity prices have declined, leading to a reduction of global trade.
However, transportation of goods is considered an essential service. Some ferry operations are also considered
essential, but have nevertheless experienced a reduction in passenger and car traffic, which has reduced overall
ticket fare revenue. Lastly, coronavirus outbreaks on cruise ships in early 2020 have led to cruise operators
cancelling trips and suspending operations.
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Major Markets

  Operators in the Canadian Ocean and Coastal Transportation industry
provide cargo and passenger transportation services to a wide variety of
domestic and international clients.

  For example, operators are often hired by foreign manufacturers to transport commodities and commercial goods
into the Canadian market. Similarly, Canadian manufacturers, wholesalers and retailers rely on industry operators to
organize and transport Canadian goods to foreign markets. These clients constitute the industry's primary markets,
though industry operators also generate significant revenue through cruises and other passenger transportation
services. Market breakdown excludes passenger services and segments the industry's major shipping clients
according to the destination of their cargo.

EXPORTERS

Manufacturers and shipping companies transporting goods to foreign
markets represent the largest market segment for operators, accounting
for an estimated 49.1% of revenue in 2021.

Clients within this segment typically engage industry operators to transport large quantities of containerized freight,
dry-bulk commodities and other commercial goods. The United States represents the most popular destination for
clients in this market segment. Additionally, the total volume of waterborne exports has increased in recent years,
resulting in rising demand for industry services among Canadian manufacturers. As a result, this segment's share of
industry revenue has increased over the five years to 2021.

DOMESTIC TRADERS

Companies involved in the domestic transportation of marine cargo along
Canada's coastlines constitute the largest market for industry services.

Over the past five years, the volume of waterborne freight transported across the Great Lakes and along coastlines
has experienced a modest decline, causing this market segment's share of industry revenue to decrease. In 2021,
domestic traders are expected to account for 26.6% of industry revenue.

IMPORTERS

Additionally, companies that import goods to Canada generally include
manufacturers in need of inputs and retailers importing popular
commercial goods from foreign markets.

Over the past five years, the Canadian dollar has remained fairly stable compared with Canada's largest trading
partner, the United States, causing many commonly imported goods to remain at relatively the same cost for
Canadian consumers and businesses. As a result, the total volume of Canadian maritime imports is expected
decline only slightly over the past five years, causing this market segment to slightly contract as a share of industry
revenue. In 2021, importers are expected to account for 24.3% of industry revenue.



Ocean & Coastal Transportation in Canada April 2021

20 IBISWorld.com

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

International trade does not occur in the Canadian Ocean and Coastal Transportation industry due to the service-
based nature of industry operations. Equipment and fuel used by industry operators may be imported, but these
international transactions are reported at the manufacturing level. Additionally, the industry is heavily involved in the
international transportation of Canadian exports and imports.

Business
Locations

  Operators in the Canadian Ocean and Coastal Transportation industry are almost exclusively located near major bodies of water,
with coastal provinces accounting for most industry establishments. At the same time, many inland provinces also contain
significant numbers of industry establishments, as many ocean transportation companies maintain headquarters, warehouses and
other facilities in these regions.

British Columbia

British Columbia accounts for 36.9% of industry establishments in 2021, making it the most popular province for industry
operators. The province handles most of Canada's Pacific trade activity. The region is home to the Port of Vancouver, the largest
port in Canada. In 2020, the port handled more than 145.5 million tonnes of cargo, and more than 345,300 vehicles (latest data
available). British Columbia is also home to British Columbia Ferry Services Inc., which is Canada's largest ferry company.

Quebec

In 2021, an estimated 21.7% of industry establishments are located in Quebec. As a result of the province's prominent location on
the coast of the Atlantic Ocean, Quebec handles a significant portion of Canada's trade with Europe and certain regions of the
United States. Trade agreements, such as the United States-Mexico-Canada Agreement (USMCA) and the Comprehensive
Economic Trade Agreement (CETA), also make Quebec an attractive location for industry operators due to its proximity to both
the United States and Europe.

The province also houses some of Canada's largest ports, including Montreal, Pointe-Noire and Quebec City. Moreover, operators
located in Quebec are able to travel between the Great Lakes and the Atlantic Ocean via the Saint Lawrence Seaway, significantly
reducing the per-tonne shipment costs of many freight transporters. Additionally, since Quebec is the second-largest economy
and second-most populous province in Canada, it naturally generates a significant amount of marine shipping traffic, which
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benefits industry operators.

Ontario

Ontario is the most populous province in Canada, in addition to hosting the third-largest number of industry establishments.
Although home to 38.8% of the population, Ontario is estimated to account for only 18.6% of industry establishments in 2021.
Given the proximity to the United States, Canadian operators contend with competition from US-based operators. Ontario's
shoreline runs across parts of the Saint Lawrence Seaway and the entire Canadian coastline surrounding the Great Lakes.
Consequently, a large portion of shipping traffic on the Great Lakes is based out of Ontario.

Other provinces

Collectively, Canada's remaining provinces and territories are estimated to account for 22.8% of industry establishments in 2021.
In particular, Newfoundland, New Brunswick and Nova Scotia contain significant numbers of ocean transporters relative to their
populations, accounting for 6.3%, 6.7% and 7.0% of industry establishments, respectively, in 2021. All three of these regions are
popular cruise destinations. Since Newfoundland and Nova Scotia are islands, their populations are highly dependent on marine
transportation.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Ocean and Coastal Transportation industry in Canada has a moderate level of market share concentration, with
the four largest companies estimated to account for 45.0% of industry revenue in 2021. The high capital costs
associated with acquiring vessels and training new employees make it difficult for players to expand their operations
to include multiple geographic areas or operating segments. As a result, the industry is somewhat fragmented.
According to Statistics Canada, establishments that employ fewer than five workers are estimated to account for
34.4% of industry establishments, while establishments employing more than 100 employees represent 12.8% of
industry establishments. Over the five years to 2021, market concentration has increased slightly as the industry's
largest players increased their fleet sizes to expand their operations. In recent years, many large companies have
also been able to receive long-term contracts that provide these operators with a stable source of income, enabling
these operators to outperform competing enterprises.

Key Success
Factors

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

Rapid expansion and reduction of operations in line with demand:
Proper timing of vessel expansion can be crucial to a company's top and bottom line performance.

Economies of scale:
Economies of scale enable operators to reduce per-tonne shipping costs, thereby increasing competitiveness.

Ability to Pass on Cost Increases:
Volatile fuel prices have made it vital for industry players to be able to recoup these added costs from clients in the
form of surcharges.

Highly trained workforce:
Having a competent crew is essential for reliable, safe and efficient sailing.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
estimated to account for 8.5% of revenue in 2021, up from 6.7% in
2016. Profit varies among the different segments of the industry. For
example, in the industry's cargo shipping segment, profit mainly
depends on cargo volumes, industry capacity and fuel costs. In general,
when volumes increase beyond or near industry capacity, profit rises.
Moreover, under such conditions, operators can charge higher fuel
surcharges, which increases revenue and protects companies from
volatile fuel costs. Conversely, volumes below capacity create a supply
and demand imbalance, which provokes competition among operators
and reduces ship usage, increasing cost per-tonne of cargo
transported. This trend also reduces profit and makes it more difficult
for operators to adjust surcharges due to price competition. In the
industry's cruise segment, operators can typically increase profit with
onboard services, such as entertainment and recreational services.
Additionally, ferry operators that have government monopolies
generally benefit from high profit, as they do not experience significant
competition. In 2016, overcapacity on several key trade routes,
combined with lacklustre cargo volume growth, caused cargo operators
to increasingly compete based on price, leading to reduced freight rates
and a dampened industry profit margin. However, in early 2021, a swift
increase in global economic trade and temporarily reduced capacity
from shipping operators has led to a surge in shipping costs, which is
not expected to subside for a few months, benefiting industry profit.
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  Wages

Wages are the second-largest expense for industry operators,
representing 26.4% of industry revenue in 2021. A typical cargo ship
has a captain; three deck officers or mates; a chief engineer and three
assistant engineers; a radio operator; and six or more seamen, such as
able seamen, oilers and cooks or food handlers. While operators are
able to use low-wage labour from abroad on international routes, it is
much harder to employ such crews on domestic routes due to rules and
regulations enforced by the Canadian government. Over the five years
to 2021, wages have increased as a share of industry revenue.
Companies within the industry are usually cautious when laying off
employees during hard economic periods, as finding employees once
the economy improves is difficult, given the shortage of seafarers
already exists. Thus, wages have not fluctuated as much as revenue
and major industry revenue declines in 2019 and 2020 mean that
wages as a share of revenue is now higher than the historical average.
Wages as a percentage of revenue is expected to eventually decline as
the global economy eventually recovers and expands over the five
years to 2026.

 

  Purchases

Purchases constitute a major expense for industry operators,
accounting for an estimated 35.8% of industry revenue in 2021. Typical
purchases in this industry include the purchase of new vessels and the
acquisition of materials, equipment and bunker fuel used to provide
industry services. Since these costs are relatively large, the industry is
vulnerable to fluctuations in the prices of supplies and fuel, with many
operators investing in financial derivatives and using fuel surcharges to
mitigate the effects of fuel price volatility. Ocean transportation
companies also experience substantial maintenance and repair costs,
with vessel components requiring regular upkeep. Over the five years
to 2021, purchases have remained relatively stable as a share of
industry revenue.

 

  Marketing

Marketing costs are expected to account for 0.6% of industry revenue
in 2021.
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  Depreciation

This industry is highly capital intensive, with depreciation costs
accounting for an estimated 3.9% of industry revenue in 2021. The
Canadian fleet of merchant transportation vessels has expanded during
the period. Over the five years to 2026, depreciation expenses are
expected to continue growing as newer and larger ships account for an
increasingly significant share of the world's merchant and cruise line
fleet. However, depreciation will likely remain a stable percentage of
industry revenue moving forward.

 

  Rent

Rental costs, accounting for an estimated 3.3% of revenue in 2021,
typically include fees associated with equipment, warehouses and port
facilities.

 

  Utilities

Utilities are estimated to account for 2.1% of revenue in 2021, and
include heating, electricity and water.

 

  Other Costs

Other common expenses for industry operators include insurance
premiums, cleaning costs, legal fees, piloting charges, accounting fees
and channeling duties. Collectively, these miscellaneous costs are
expected to account for 19.5% of industry revenue in 2021. In
particular, insurance costs account for a significant portion of industry
revenue since shippers are often required to cover the cost of lost
cargo or shipwrecks.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

In the cargo shipping segment of the Canadian Ocean and Coastal
Transportation industry, the basis of competition involves price,
reputation and the ability to obtain contracts.

Industry operators engaged in shipping goods prefer to do so for the lowest possible price and in the fastest possible
time. As a result, companies invest in larger, more efficient vessels that can increase economies of scale and lower
per-tonne shipping costs. However, if industry cargo capacity expands beyond demand, it can lead to extreme price
competition because supply exceeds demand. Companies with a reputation for timely and reliable service are better
equipped to avoid price competition. Moreover, operators that have a good reputation and offer competitive prices
have the best chance of securing long-term contracts with clients. This practice enables companies to stabilize
revenue streams and exclude competition. Conversely, companies without long-term contracts must rely on the spot
market, which exposes them to price swings and intense competition.

Within the industry's cruise segment, internal competition is based on price and the quality of a guest's experience.
Cruise ship passengers seek comfortable accommodations, quality entertainment and desirable destinations when
deciding which player to choose. In contrast, the ferry market is much less competitive. In many cities and provinces,
the ferry service is either controlled by the government or run by a government sanctioned monopoly. For instance,
British Columbia Ferry Services Inc. has a practical monopoly on costal ferry operations in British Columbia, while
the government heavily subsidizes Marine Atlantic Inc.'s ferry service, which operates routes between
Newfoundland and Nova Scotia.

EXTERNAL COMPETITION

This industry is also subject to strong external competition.

Foreign cargo liners dominate the international cargo shipment market, especially for containerized trade. Imports
are usually transported by massive international liners, such as MSC Cruises SA and AP Moller - Maersk A/S
(Maersk), or by the shipping companies of the country from which the goods are being imported. In particular, the
economies of scale and scope of liners, such as Maersk, enables these companies to achieve superior efficiencies
and offer a broader range of destinations. Moreover, since Canada is not a major manufactured goods exporter, its
general cargo fleet is relatively small. However, since Canada is a major exporter of bulk cargo, especially of coal
and petroleum, industry operators are much more globally competitive in the transportation of these goods. In
addition, since most of Canada's bulk freight is exported to the United States via land, the industry is often
outcompeted by railroad and trucking shippers. The competitiveness of domestic port operators is also important. If
ports in the United States become more efficient than Canadian counterparts, goods will most likely be shipped in
and out of US ports, avoiding the industry. At the same time, foreign competition is restricted by the Coasting Trade
Act, which limits coastal shipping to Canadian registered ships.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Ocean and Coastal Transportation industry in
Canada has high barriers to entry since new entrants
must satisfy strict safety, environmental, labour and
licensing requirements. Operating on a large scale also
requires investment in large and expensive vessels, which
can impede entry into the industry. In this sense,
incumbent players with substantial fleets and good
reputations have a clear advantage. Significant capital
investments are also required for the technology and
support services that go along with shipping or cruise ship
operations. Incumbents are also more likely to obtain
large, long-term contracts, which largely blocks
competition from new players. Foreign players are also
prevented from operating in the coasting segment of this
industry unless they register their ships locally or pay
substantial duty fees. However, even when duties are
paid, Canadian registered ships are given preferential
treatment. In addition, the industry's ferry service segment
is often dominated by government-backed monopolies,
preventing new competition.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Ocean and Coastal Transportation industry in Canada is characterized by a moderate level of globalization.
Regulations, such as the Coasting Trade Act, restrict the participation of foreign vessels and crews on routes
between Canadian points. However, foreign carriers often dominate international trade. Moreover, since the industry
is essential to international transportation of Canadian imports and exports, it relies heavily on foreign trade activity
and globalization.
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Major Companies

Major Players British Columbia Ferry Services Inc.

Market Share: 20.4%

  Based in Victoria, BC, British Columbia Ferry Services Inc. (BC Ferries) provides ferry services for coastal and
island communities along British Columbia's Pacific coast. The company was founded in 1960 as a Crown
corporation and is deemed necessary for the health, safety and welfare of the inhabitants of British Columbia by the
provincial government. In 2003, it was transformed from a Crown corporation into an independent company. The
company is one of the largest maritime transporters in the world, operating 35 vessels on 25 routes that traverse
more than 1,600.0 kilometres of coastline. In fiscal 2019 (year-end March), BC Ferries transported 21.7 million
passengers and 8.8 million vehicles, generating $941.4 million in total revenue (latest data available).

The company divides its sources of income into direct route revenue and indirect route revenue. Most of the
company's revenue comes from direct routes, which include vehicle and passenger tariffs, fuel surcharges, onboard
catering, social program fees and reservation fees. The company classifies its routes as major, northern and other.
The major routes comprise three regulated routes connecting Metro Vancouver with Southern and Mid-Vancouver
Island and one regulated route connecting Horseshoe Bay and Langdale. The company's northern routes consist of
three regulated routes that operate on British Columbia's coast, north of Port Hardy on Vancouver Island. The
company's remaining routes primarily serve the Southern Gulf Islands and the Sunshine Coast.

BC Ferries' indirect route revenue is sourced from industry-relevant ferry transportation fees and federal and
provincial subsidies. Transportation fees are paid by British Columbia under the Coastal Ferry Act. Under this 60-
year contract, the company must provide a certain number of trips on regulated routes in exchange for fees.

Financial performance

The company's industry-relevant revenue is expected to increase at an annualized rate of 1.4% to $920.9 million
over the five years to fiscal 2021. Since BC Ferries has a monopoly on passenger and vehicle marine transportation
on the British Columbia coast, it has not experienced significant revenue declines over the past five years, with the
exception of 2020. The COVID-19 (coronavirus) pandemic has led to preventive measures and travel restrictions
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that have severely affected vehicle and passenger traffic, which is expected to have led to a significant decline in
revenue in 2020. Regardless, traffic is expected to increase in 2021 to the benefit of BC Ferries. Additionally, the
company's operating profit has experienced steady growth over the past five years, with the exception 2020 due to
the pandemic. BC Ferries' industry-relevant operating profit, measured as earnings before interest and taxes, is
estimated to decrease at an annualized rate of 7.3% to $91.2 million over the five years to fiscal 2021 as passenger
traffic is not expected to fully recover to prepandemic levels until after 2021.

 
British Columbia Ferry Services Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 859.3 N/C 133.1 N/C
2017-18 900.6 4.8 116.3 -12.6
2018-19 925.7 2.8 105.0 -9.7
2019-20 941.4 1.7 85.3 -18.8
2020-21 816.7 -13.2 72.0 -15.6
2021-22 920.9 12.8 91.2 26.7

Source: Annual Report and IBISWorld
Note: *Estimates; **Year-end March

Algoma Central Corporation

Market Share: 12.7%

  Incorporated in 1899, Ontario-headquartered Algoma Central Corporation (Algoma) is one of Canada's largest
shipping companies. The company originally started as a railway company, eventually expanding into marine
transportation, trucking, helicopter and air expediting services. Algoma operates the largest fleet of Canada-flagged
dry and liquid bulk ships on the Great Lakes and Saint Lawrence Waterway. In 2020 (latest data available), the
company generated $545.7 million in global revenue.

Algoma operates five business units, which include domestic dry bulk, product tankers, ocean self-unloaders,
investment properties and corporate. The domestic dry bulk segment is the company's largest segment, accounting
for 52.4% of the company's total revenue in 2020 (latest data available). Algoma's dry bulk fleet consists of 11 self-
unloading and eight gearless vessels, which are ships that do not have onboard cranes. In order of overall volume,
iron and steel constituted the largest volume of cargo shipped, followed by salt, agriculture products and
construction materials in 2020.

The company's product tankers segment accounted for an additional 20.9% of its overall revenue in 2020 (latest
data available), primarily transporting liquid petroleum products across the Great Lakes, Saint Lawrence Waterway,
Atlantic Canada and international markets. The division operates eight tankers. The product tankers segment's
primary downstream customers are oil refineries, wholesale distributors and large companies directly purchasing
petroleum. Lastly, the ocean shipping segment accounted for 24.6% of total revenue in 2020 (latest data available).

Financial performance

Algoma's industry-relevant revenue is expected to increase an annualized 8.0% to $574.6 million over the five years
to 2021. While 2020 was a difficult year, five-year revenue and profit growth is attributed to a low base year as
operators experienced adverse effects from a global decline in commodity prices in 2015 and 2016, subsequently
affecting the company's financial performance. The company fared relatively well in 2020, despite the COVID-19
(coronavirus) pandemic. Revenue only fell 3.9% in 2020 as demand from certain downstream sectors was
unchanged, which protected Algoma from revenue declines in other downstream sectors. Prior to the period, the
company acquired Upper Lakes Group Inc.'s (ULG) fleet of 11 dry bulk vessels and its interest in Seaway Marine
Transportation Inc., a joint venture between Algoma and ULG. In subsequent years, the company struggled to
increase revenue as demand for transportation of grains and construction material declined as a result of weak
construction activity and tepid government infrastructure spending. Moreover, general overcapacity of the shipping
market has reduced Algoma's ship usage. However, renewed demand for iron and steel in late 2016 and the
addition of two new vessels that same year supported revenue growth later during the period. The company's
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operating profit, measured as earnings before interest and taxes, has also grown in recent years, increasing an
annualized 22.6% to $73.1 million over the five years to 2021, as it starts from a relatively low base level.

 
Algoma Central Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 391.4 N/C 26.4 N/C
2017 452.9 15.7 44.4 68.2
2018 508.2 12.2 46.3 4.3
2019 567.9 11.7 58.4 26.1
2020 545.7 -3.9 74.1 26.9
2021 574.6 5.3 73.1 -1.3

Source: Annual Report and IBISWorld
Note: *Estimates

The CSL Group Inc.

Market Share: 7.3%

  The CSL Group Inc. (CSL) is one of Canada's prime shipping companies and the owner of the world's largest fleet of
self-unloading vessels. The company was founded in 1845 and has since grown from a single steamer operating
along the Richelieu River to a large-scale shipping liner with global operations. In early 2021, CSL is estimated to
employ 1,500 people across the company's offices in Canada, the United States, the United Kingdom, Norway,
Singapore, Indonesia and Australia. In total, the company delivers more than 78.0 million tonnes of dry bulk
commodities each year, including construction materials, steel, coal, agri-food, iron ore, grain, salt and sugar.

The company operates through six divisions, which include Canada Steamship Lines, CSL Americas, CSL Australia,
CSL Asia, CSL Europe and CSL Transhipment. However, only the Canada Steamship Lines and CSL Americas
divisions are relevant to the industry. Canada Steamship Lines operates 16 Canadian flagged self-unloaders and
bulk carriers on the Great Lakes and Saint Lawrence Seaway. The fleet primarily transports iron ore, coal, ilmenite,
salt, slag, limestone, dolomite, wheat, corn, soybeans, canola and gypsum. In contrast, CSL Americas specializes in
the transport of dry bulk across North America, South America and Central America. With offices in Vancouver and
Boston, the division operates 19 vessels and manages several others through the CSL International Pool. The CSL
International Pool is a fleet of vessels pooled from CSL, Marbulk Shipping Inc. and Algoma Central Corporation,
which are managed by CSL.

Financial performance

CSL's industry-relevant revenue is expected to decrease at an annualized rate of 0.7% to $328.4 million over the
five years to 2021. Global trade tensions in 2019 and the COVID-19 (coronavirus) pandemic in 2020 have weighed
heavily on company revenue growth over those years and are the primary reasons for revenue declines during the
current period. At the same time, CSL's profit has been constrained by the company's substantial investments in
new vehicles and other equipment during the beginning of the period; however, this investment should help
profitability over the coming years. Overall, CSL's industry-relevant operating profit, measured as earnings before
interest and taxes, is expected to increase at an annualized rate of 0.8% to $34.0 million over the five years to 2021.
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The CSL Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 340.0 N/C 32.7 N/C
2017 343.9 1.1 36.9 12.8
2018 393.5 14.4 41.0 11.1
2019 343.1 -12.8 32.2 -21.5
2020 313.2 -8.7 30.7 -4.7
2021 328.4 4.9 34.0 10.7

Source: IBISWorld
Note: *Estimates

Other Companies Fednav Limited

  Market Share: 4.6%
  Montreal-based Fednav Limited (Fednav) is Canada's largest ocean-going dry bulk and chartering group. Founded

in 1944, the company primarily transports bulk and breakbulk cargo, including grain, alumina, industrial minerals,
fertilizers, sugar and steel. The company operates more than 110 owned or chartered vessels sailing across
Canada's Great Lakes, Saint Lawrence Seaway and Artic routes and worldwide destinations. Aside from its many
offices in the United States and Canada, the company has offices in Antwerp, Barbados, Hamburg, Rio de Janeiro,
Singapore and Tokyo. In addition to its marine transportation operations, the company also has divisions that
specialize in technical services, ice monitoring and analysis, marine terminal operations and logistics. However,
these operations are not industry-relevant.

Fednav's industry-relevant operations include dry bulk shipping, liner shipping and Artic operations and projects.
Fednav International Ltd. carries out the company's dry bulk shipping. This subsidiary is the company's largest,
operating most the company's ships and transporting more than 30.0 million tonnes of bulk cargo each year. Overall,
the company is expected to generate $205.6 million in industry-relevant revenue in 2021, with a market share of
4.6%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Ocean and Coastal Transportation industry in Canada
is characterized by a moderate to high level of capital
intensity. As a result, industry operators are expected to
spend $0.15 on capital investments for every $1.00 spent
on wages in 2021. Vessels generally represent the largest
capital expense for industry operators, since modern
container and cruise ships often cost hundreds of millions
of dollars. Moreover, the industry's largest players operate
numerous vessels, with each ship requiring equipment
replacement while simultaneously depreciating. However,
industry operators also rely on labour inputs, as workers
are needed to pilot, navigate and repair industry vessels, in
addition to providing hospitality accommodations to cruise
ship passengers. Moreover, domestically registered ships
typically have all-Canadian crews, as opposed to
international ships that employ low-wage labour from
abroad. Overall, wages are estimated to account for 26.4%
of industry revenue in 2021. The level of capital intensity in
this industry has decreased over the five years to 2021.
While technological innovations have automated many
functions on cruise and container ships previously
performed by workers, which increased investment
prepandemic, the global shipping industry has contended
with oversupply issues in recent years, which has
constrained investment growth from reaching higher levels.
Additionally, with the COVID-19 (coronavirus) pandemic
significantly affecting the industry, companies have and are
expected to continue to delay investment in new marine
shipping vessels to maintain funds amid future uncertainty
in the Canadian and global economy.
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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.

Very Low Innovation
Concentration

Very
Unlikely

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

Low Ease of Entry 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.

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

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 has recently and is expected to continue to affect the
Ocean and Coastal Transportation industry in Canada.

For example, ships are becoming increasingly automated, with many nautical maneuvers occurring without human action.
Moving forward, the possibility of autonomous ships could become a reality. This would likely reduce operating expenses,
which may lead to price-based competition, which would put downward pressure on industry growth. Additionally, updated
port infrastructure and boat sensors featuring Internet of Things capabilities are already improving ocean transportation by
facilitating vessel damage detection and improving port logistics.

Other technologies that may significantly affect the industry over the next five years and beyond include freight airships. A
variety of manufacturers, such as Lockheed Martin Corporation and Straightline Aviation Limited, are developing the new
airborne cargo alternatives that would very rarely need to be fully grounded and offer low- or even zero-emission cargo
transportation with fewer infrastructure limitations. These technologies have the potential to disrupt the industry and reduce
total demand for ocean and coastal transportation altogether.

The level of technology change is    Medium

  Since operators in the Canadian Ocean and Coastal Transportation industry
compete primarily on the basis of price and customer experience, industry
innovation tends to focus on reducing operating costs and improving
amenities for passengers.
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For example, freight transportation companies generally focus research on improving efficiency and obtaining energy
savings, as their priority is to transport the largest amount of cargo at the lowest cost. Additionally, the Panama Canal
expansion was completed in 2016, doubling the canal's vessel capacity and clearing the path for large scale cargo ships to
dominate waterborne trade. Therefore, while Ultra Large Container Vessels (ULCV) have historically represented a small
portion of total cargo ships, the canal expansion has enabled manufacturers to increasingly employ these large-scale
vessels. For example, the largest container ship in the world is currently the HMM Algeciras, a 400.0 metre-long ULCV with
an estimated carrying capacity of 23,964 six-metre equivalent units (TEUs), surpassing the previous record of 23,756 TEUs
set by MSC Gulsun. Additionally, new onboard electronic and navigation equipment has enabled ships to automate many
transportation operations and hire smaller crews. This industry is also known for operating some of the largest fleets of self-
unloading bulk carriers. These vessels have onboard cranes and other unloading equipment that helps ships unload cargo
without the use of port equipment. Nonetheless, most of these innovations are developed in external industries.

Revenue
Volatility

The level of volatility is    High

  Over the five years to 2021, the Ocean and Coastal Transportation industry in
Canada is expected to exhibit a high level of revenue volatility, with year-to-
year revenue growth rates ranging between an increase of 6.4% in 2018 to an
expected decline of 19.3% in 2020.

Revenue volatility is affected by a variety of global factors that influence international trade, such as currency exchange
rates between Canada and its major trading partners, commodity prices, domestic demand for imports and levels of
disposable income. The industry has also experienced a growing oversupply of cargo carrying capacity in recent years,
contributing to the industry's revenue volatility. Due to the length of time that it takes to order and build a ship, the industry
tends to either overshoot or undershoot on its demand forecasts for its fleet. This practice creates regular supply and
demand imbalances, which often have substantial effects on shipping rates and overall industry revenue. Lastly, the
COVID-19 (coronavirus) pandemic led to a significant revenue declines in 2020, contributing to revenue volatility during the
period. This was caused due to a significant decline in revenue from cruise ships and declines in trading activity as global
economic activity declined.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Ocean and Coastal Transportation industry in Canada is subject to heavy
regulation.

The government agency most responsible for these regulations is Transport Canada. The Canada Shipping Act is the
industry's primary regulation and includes measures regarding ship pollution, marine traffic, marine safety, registration of
vessels and ship salvaging. Enacted in 2001, this act is enforced by the Minister of Transport and the Minister of Fisheries
and Oceans, which is responsible for the prevention of oil spills. The Marine Liability Act creates an organized method for
establishing ship owners' legal liability toward passengers and cargo, as well setting out pollution compensation standards.
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Lastly, the Coasting Trade Act reserves all commercial marine traffic between points in Canada for Canadian registered
vessels. However, the act does permit the use of foreign registered vessels when a suitable Canadian registered vessel is
unavailable.

In addition to domestic regulation, industry players, especially those with international operations, are subject to numerous
international regulations. The International Maritime Organization (IMO) sets regulations and standards concerning safety,
environmental concerns, legal matters, technical cooperation, maritime security and the efficiency of shipping. The IMO
measures include standards for ship design, rules concerning distress and safety communications and conventions that
establish compensation and liability regimes, such as the International Convention on Civil Liability for Oil Pollution
Damage. Lastly, the Canadian government is seeking to align its ballast water regulations with the international ballast
water discharge standard. This would require the installation of ballast water treatment systems on vessels operating in
Canadian waters that need to be dry docked. This regulation is set to go into effect in September 2024.

Industry
Assistance

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

The government provides a moderate level of assistance to the Canadian
Ocean and Coastal Transportation industry.

The Coasting Trade Act restricts coastal shipping to Canadian registered ships, thereby reducing competition from foreign-
based vessels and companies. However, if there is no appropriate domestic ship available for contract, then foreign ships
are permitted into the coastal market on a temporary basis, limiting the extent of this protection. Moreover, foreign built
ships are typically subject to a 25.0% tariff, even if they are imported on a temporary basis. Under this circumstance,
foreign vessels can pay the duty on a pro rata basis for each month the vessel is in Canadian waters. The Canada-
European Union Comprehensive Economic and Trade Agreement (CETA) permits eligible European Union entities to offer
a limited number of coasting trade services without a licence. In addition, the Immigration and Refugee Protection Act
requires foreign workers to obtain work permits when operating in Canadian waters.

While these regulations provide the industry with a certain level of assistance, especially when it comes to protecting
domestically based companies and workers, they can also hinder the industry. For instance, while the 25.0% tariff of foreign
vessels and worker regulations may assist with competition from imported carriers and labour, they also increase costs by
forcing carriers to rely on more expensive domestic labour and shipyards. In particular, this makes the domestic fleet less
competitive as operators are discouraged from acquiring new vessels. In recent years, however, the government
temporarily waived the 25.0% import tariff on foreign ships to encourage industry operators to invest in more modern and
competitive vessels. Lastly, ferry providers may receive federal-provincial subsidies such as British Columbia Ferry
Services Inc. (BC Ferries), however passenger and car fares comprise the majority of their revenue.

Regarding the COVID-19 (coronavirus) pandemic, a difficult overall economic climate in 2020 meant that some industry
operators were likely to qualify for some form of government assistance. Some noteworthy government assistance
programs that have supported the industry include the Canada Emergency Business Account and the Canada Emergency
Wage Subsidy (CEWS). For example, Algoma Central Corporation received $1.9 million from the CEWS program to offset
operating expenses. In addition, BC Ferries is expected to receive transit funding from the federal government in response
to the negative economic effects caused by the pandemic.
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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)
Total

Exports ($b)
2012 4,486 1,345 426 381 12,505 N/A N/A 865 N/A 555
2013 4,633 1,333 457 407 13,012 N/A N/A 879 N/A 568
2014 5,026 1,664 445 390 14,254 N/A N/A 1,034 N/A 604
2015 5,013 1,760 431 377 13,673 N/A N/A 1,061 N/A 625
2016 4,969 1,729 428 377 13,950 N/A N/A 1,094 N/A 634
2017 5,230 1,876 430 374 14,514 N/A N/A 1,156 N/A 643
2018 5,563 1,902 454 390 13,491 N/A N/A 1,105 N/A 662
2019 4,966 1,789 427 366 13,812 N/A N/A 1,124 N/A 671
2020 4,006 1,536 415 358 12,207 N/A N/A 1,099 N/A 606
2021 4,515 1,749 415 356 13,123 N/A N/A 1,192 N/A 644
2022 5,039 1,965 417 354 14,020 N/A N/A 1,285 N/A 679
2023 5,185 2,001 416 351 14,277 N/A N/A 1,312 N/A 698
2024 5,272 2,018 416 348 14,434 N/A N/A 1,327 N/A 717
2025 5,343 2,041 415 346 14,547 N/A N/A 1,339 N/A 736
2026 5,406 2,067 411 342 14,656 N/A N/A 1,351 N/A 755

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Total

Exports (%)
2012 8.35 12.6 -3.19 -3.30 8.64 N/A N/A 7.08 N/A 2.81
2013 3.27 -0.94 7.27 6.82 4.05 N/A N/A 1.66 N/A 2.46
2014 8.49 24.9 -2.63 -4.18 9.54 N/A N/A 17.6 N/A 6.32
2015 -0.27 5.73 -3.15 -3.34 -4.08 N/A N/A 2.58 N/A 3.41
2016 -0.88 -1.73 -0.70 0.00 2.02 N/A N/A 3.17 N/A 1.40
2017 5.24 8.50 0.46 -0.80 4.04 N/A N/A 5.62 N/A 1.41
2018 6.36 1.36 5.58 4.27 -7.05 N/A N/A -4.44 N/A 3.07
2019 -10.7 -5.97 -5.95 -6.16 2.37 N/A N/A 1.74 N/A 1.28
2020 -19.3 -14.1 -2.82 -2.19 -11.6 N/A N/A -2.26 N/A -9.73
2021 12.7 13.9 0.00 -0.56 7.50 N/A N/A 8.54 N/A 6.27
2022 11.6 12.3 0.48 -0.57 6.83 N/A N/A 7.78 N/A 5.48
2023 2.89 1.83 -0.24 -0.85 1.83 N/A N/A 2.04 N/A 2.86
2024 1.68 0.85 0.00 -0.86 1.09 N/A N/A 1.21 N/A 2.73
2025 1.34 1.11 -0.25 -0.58 0.78 N/A N/A 0.90 N/A 2.61
2026 1.16 1.28 -0.97 -1.16 0.74 N/A N/A 0.82 N/A 2.50

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 30.0 N/A N/A 359 19.3 29.4 69,140
2013 28.8 N/A N/A 356 19.0 28.5 67,553
2014 33.1 N/A N/A 353 20.6 32.0 72,534
2015 35.1 N/A N/A 367 21.2 31.7 77,569
2016 34.8 N/A N/A 356 22.0 32.6 78,444
2017 35.9 N/A N/A 360 22.1 33.8 79,633
2018 34.2 N/A N/A 412 19.9 29.7 81,869
2019 36.0 N/A N/A 360 22.6 32.3 81,364
2020 38.3 N/A N/A 328 27.4 29.4 89,989
2021 38.7 N/A N/A 344 26.4 31.6 90,863
2022 39.0 N/A N/A 359 25.5 33.6 91,669
2023 38.6 N/A N/A 363 25.3 34.3 91,861
2024 38.3 N/A N/A 365 25.2 34.7 91,963
2025 38.2 N/A N/A 367 25.1 35.1 92,074
2026 38.2 N/A N/A 369 25.0 35.7 92,147

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Transport Canada
http://www.tc.gc.ca

Canadian Ferry Association
http://www.canadianferry.ca

Industry Jargon DRY BULK
Cargo that is shipped in large, unpacked amounts. Examples include iron ore, coal and grain.

LIQUID BULK
Liquid cargo that is shipped in large, unpacked amounts. Examples include oil, fuel and chemicals.

SAINT LAWRENCE SEAWAY
A system of canals and locks that enables ocean-going vessels to travel from the Atlantic Ocean to the Great Lakes.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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