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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 Movie Theatres industry in Canada experienced considerable declines in industry revenue in 2020. As theatres
reopen and attendance gradually rises, operators are still expected to experience continued financial challenges in
2021. For more detail, please see the Current Performance chapter.

· Since industry performance is dependent on consumers being able to congregate in enclosed areas, a difficult
operating environment is expected to persist until COVID-19 (coronavirus) social distancing and quarantine
measures are relaxed. For more detail, please see the Demand Determinants chapter.

· With many domestic consumes expected to have pent-up demand following the relaxation of pandemic related
restrictions, IBISWorld expects demand for industry services to pick up once conditions normalize. For more detail,
please see the Industry Outlook 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 Movie Theatres industry in Canada comprises operators that primarily exhibit movies. It includes cinemas,

drive-in and outdoor movie theatres and film festival exhibitors.

Major Players Cineplex Entertainment LP

Landmark Cinemas

Main Activities The primary activities of this industry are:

Operating movie theatres and cinemas

Exhibiting films at festivals

Operating drive-in movie theatres

The major products and services in this industry are:

In-theatre ticket sales

Online ticket sales

Rental of facilities

Concessions

Other
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Supply Chain

SIMILAR INDUSTRIES

Movie & Video Distribution in
Canada

Movie, TV & Video Production in
Canada

Video Postproduction Services in
Canada

DVD, Game & Video Rental in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Movie Theaters in the US Cinemas in Australia Cinemas in China Cinemas in the UK
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Industry at a Glance
Key Statistics

$857.4m
Revenue

Annual Growth

2016–2021

-16.8%

Annual Growth

2021–2026

9.5%

Annual Growth

2016–2026

 

$-57.4m
Profit

Annual Growth

2016–2021

-42.5%

  Annual Growth

2016–2021

 

-6.7%
Profit Margin

Annual Growth

2016–2021

-21.4pp

  Annual Growth

2016–2021

 

545
Businesses

 

21,240
Employment

Annual Growth

2016–2021

3.1%

Annual Growth

2021–2026

6.5%

Annual Growth

2016–2026

 

$182.1m
Wages

Annual Growth

2016–2021

-7.7%

Annual Growth

2021–2026

7.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.3%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

0.3%
Leisure time

0.8%
Number of children aged 19 and
younger

 
Industry Structure

POSITIVE IMPACT

  Regulation & Policy
Light / Steady   Barriers to Entry

High / Increasing

  Industry Globalization
Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Technology Change

Medium

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Increasing   Concentration

High

 

Key Trends

 The low cost and accessibility of movie theatres protects
operators from downturns in disposable income

 Industry operators have emphasized expanding their
concession offerings

 The number of industry enterprises is expected to stagnate

 The accessibility and low price of video-on-demand services
is projected to threaten movie attendance rates

 IBISWorld expects release windows to shrink for Canadian
theatres

 Industry profit is forecast to rise due to declining wage costs

 Industry profit is anticipated to remain low as theatres
navigate an uncertain operating environment
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  Number of children aged 19 and younger

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Dim the lights: Industry revenue is projected to increase as theatres
continue to recover from major setbacks

The performance of the Canadian Movie Theatres industry largely depends on the success or failure of major film
releases. Although per capita disposable income directly influences households' ability to spend on discretionary
services, such as movies, the marketing efforts and popularity of blockbuster films strongly determine revenue, as
movie-going is a relatively low-cost entertainment option. Cineplex Inc. (Cineplex), the industry's dominant player,
also drives industry performance, as it typically accounts for almost 60.0% of the domestic market. The COVID-19
(coronavirus) pandemic created significant disruptions for the industry as theatres temporarily closed and audiences
stayed home, which resulted in a profound drop in industry revenue. As restrictions ease and moviegoers return to
theatres, the industry is likely to continue to experience historically depressed attendance levels. Taking these
developments into account, industry revenue is expected to decrease an annualized 16.8% to $857.4 million over
the five years to 2021, including an increase of 37.0% in 2021 alone as theatres reopen.

External forms of competition including online video, on-demand services, internet-enabled TVs, smartphones and
tablets have constrained industry growth in recent years. Exhibitors have responded by focusing on concessions
and other revenue streams that are typically more lucrative than ticket sales, as these are usually split with
distributors under film licensing agreements. Movie attendance has stagnated in recent years, mostly due to external
competition from substitute entertainment services, a trend accelerated by pandemic-related disruptions. As a result
of these trends and the ongoing challenges posed by the pandemic, industry profit is anticipated to remain low or
even operate at a loss in the near term as theatres navigate an uncertain operating environment.

Over the five years to 2026, industry revenue will likely continue to depend on films' ability to draw attendance and
annual studio release schedules. Meanwhile, the trend toward larger multiplexes is expected to continue over the
next five years. As major players such as Cineplex upgrade theatres, add amenities and focus on concessions,
independent venues that are unable to compete will likely exit the industry entirely. Industry revenue is projected to
increase at an annualized rate of 9.5% to $1.4 billion over the five years to 2026 as theatres continue to recover
from major setbacks at the close of the current period.
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Industry Performance

Key External
Drivers

Per capita disposable income

As a leisure activity, movie attendance relies on household disposable income levels, which are affected by
employment rates, taxes and the general state of the economy. When disposable income rises, people spend more
on discretionary services, driving up ticket sales. Conversely, consumers may defer or reduce trips to the movies
when they have lower disposable income. Per capita disposable income is expected to decrease in 2021 while
remaining at historically elevated levels.

 

Leisure time

Leisure time measures the average hours per day that a typical Canadian has to spare. Since most audiences go to
movie theatres during their leisure time, rising levels of leisure time increase the ability for Canadians to go to the
movies. Leisure time is expected to decline in 2021, posing a potential threat to the industry.

 

Canadian effective exchange rate index

Most films shown in Canadian theatres are made abroad, with the largest portion coming from the United States.
Therefore, exchange rates between the Canadian and US dollar affect the industry's profit and costs. When the
Canadian effective exchange rate (CEER) index rises, industry operators benefit from lower rental costs. The CEER
index is expected to increase in 2021.

 

Number of children aged 19 and younger

Adolescents aged 19 and younger contribute an estimated one-quarter of industry revenue, as many successful
movies are geared toward younger audiences and families. As the number of primary and secondary school-aged
children rises, demand for movie tickets typically rises, increasing industry revenue. The number of children aged 19
and younger is expected to increase in 2021, representing a potential opportunity for the industry.

 



Movie Theatres in Canada October 2021

11 IBISWorld.com

Current
Performance

Due to the global dominance of US media, the Movie Theatres industry in
Canada is largely dependent on the commercial success or failure of US-
produced films.

As with other sources of entertainment and leisure activities, such as music concerts, sporting events and theme
parks, movie theatres also rely on the ability of consumers to spend on discretionary goods and services. However,
the influence of a single release can make or break the industry's performance for a given year, making the industry
relatively resistant to economic downturns, but vulnerable to other forces outside its control, such as the
effectiveness of major studios' marketing campaigns. Additionally, the industry as a whole is heavily influenced by
the performance of Cineplex Inc. (Cineplex), which accounts for more than 60.0% of the market in a given year.

The industry remains a cornerstone of film and entertainment across Canada, but the evolving media environment
increasingly favours streaming providers. The ubiquity of high-speed internet connection and smart devices has
transformed media consumption habits, particularly among younger demographics. As a result, while box office
sales have grown over the five years to 2021, it was mostly due to higher ticket prices, rather than wider attendance.
The disruptions caused by the COVID-19 (coronavirus) pandemic led to a profound drop in industry revenue as
theatres temporarily closed, operated at limited capacity or continued to experience low attendance. In 2020,
revenue fell 71.7% due to these disruptions. Overall, industry revenue is expected to decrease an annualized 16.8%
to $857.4 million over the five years to 2021, the result of aforementioned operating challenges. Industry revenue is
anticipated to grow 37.0% in 2021 alone as theatres reopen; however, it should be noted that this follows a
precipitous decline in the size of the industry in 2020.

BLOCKBUSTERS DEFINE INDUSTRY PERFORMANCE

The industry's ability to drive traffic depends on consumers' demand for
entertainment and levels of disposable income.

Further, per capita disposable income is expected to increase at an annualized rate of 0.8% over the five years to
2021. However, the low cost and accessibility of movie theatres protects operators somewhat from downturns in
disposable income. A better indicator of industry performance is the box office sales of a given year's top grossing
films. Blockbuster hits can singlehandedly make or break industry performance. For example, in 2019, Avengers:
Endgame was released and ranked as one of the highest grossing films in history. These box office hits resulted in
strong ticket sales and drove industry revenue growth. Box office sales during popular seasons, such as the summer
and holiday seasons, also determine industry performance. The coronavirus pandemic has disrupted previous
trends and delayed in-theatre release. In 2020, according to Statistics Canada, movie theatre attendance fell 78.3%
compared with 2016 (latest data available).

UPGRADING THEATRES
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The industry has continued to adopt digital projection systems over the
past five years.

Digital technology offers several long-term cost savings for the industry, including lower storage costs and direct
access to the film's digital file once the licence has been negotiated. A digital movie retains its crisp quality, unlike
35mm film, which deteriorates over time. However, these changes, while significant for industry operators, did not
influence consumer behaviour, so operators have strived to revamp their theatres to attract larger audiences.

Most operators, specifically those with a larger market share, have the resources for such upgrades and have
focused on upgrading their facilities to cater to discerning consumers. Important upgrades include more
comprehensive online ticketing options and luxury seating. Many theatres now have leather seats with reclining
capabilities to make the movie-going experience a much more comfortable and value-added service. This justifies
rising ticket prices, while distinguishing theatre entertainment from simply watching a movie, similar to what a
consumer can do at home. Crucially, industry operators have emphasized expanding their concession offerings,
which tend to be more profitable than box office sales. Many theatres now offer full meals, hot and cold beverages,
alcoholic beverages and VIP options to cater to different consumer tastes, buoying industry revenue growth even
when licensing fees are high or audience attendance is low.

CONSOLIDATION AND COMPETITION

With most of the movie-going public concentrated in specific metropolitan
areas, such as Toronto, Montreal and Vancouver, exhibitors with a strong
presence in those areas are able to corner substantial market shares.

For example, industry leader Cineplex, which operates slightly less than one-fifth of all theatres in Canada, but
generates more than 60.0% of industry revenue, operates almost exclusively in Ontario, Quebec and British
Columbia. Other operators in the industry are small, independent theatres or circuits with only a few locations that
compete in niche markets or more remote areas. The most notable exception is the thriving French-language
cinema market in Montreal and other parts of Quebec, which is served by independent exhibitors such as Cinemas
Guzzo.

As a whole, the industry has trended toward consolidation over the past five years, ushered by Cineplex's major
acquisitions. The company has absorbed many of the midsize circuits that once held substantial market shares,
including Famous Players and Galaxy Cinemas. Profit, measured as earnings before interest and taxes, is expected
to operate at a loss of 6.7% of industry revenue in 2021, down from 14.7% in 2016, as continued operating
challenges due to pandemic-related disruptions keep theatres in the red.

Additionally, the pressure exerted by major player Cineplex has led many operators to exit the industry. Prior to the
current period, in late 2013, Empire Theatres Limited, once the industry's second-largest player, sold all its theatres
to Cineplex and Landmark Cinemas Canada LP. Smaller operators are also struggling to remain competitive. The
number of industry enterprises is expected to stagnate at 545 operators over the five years to 2021. This stagnation
is the result of persistent competitive pressure and the added challenges posed by the pandemic in recent years.
Enterprises are increasingly running larger establishments that offer a wider array of services to customers. To offer
these products, operators must increase the number of people they employ. Accordingly, industry employment is
expected to increase an annualized 3.1% to 21,240 workers over the five years to 2021. Importantly, most of these
employees work part-time to decrease labour costs for industry operators.
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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 2,139 649 775 509 16,548 N/A N/A 261 N/A 28,883
2013 2,066 582 801 518 15,106 N/A N/A 259 N/A 29,369
2014 1,990 626 826 531 14,641 N/A N/A 256 N/A 29,466
2015 2,087 640 814 538 16,165 N/A N/A 266 N/A 30,804
2016 2,151 717 815 545 18,210 N/A N/A 272 N/A 30,332
2017 2,156 715 815 547 26,087 N/A N/A 276 N/A 30,675
2018 2,177 769 815 545 27,411 N/A N/A 282 N/A 30,647
2019 2,213 710 828 547 30,445 N/A N/A 285 N/A 30,852
2020 626 -222 818 548 17,885 N/A N/A 149 N/A 33,416
2021 857 188 795 545 21,240 N/A N/A 182 N/A 31,559
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Industry Outlook
Outlook Despite rising competition from external substitutes, the Movie Theatres

industry in Canada is expected to grow over the five years to 2026
following historic declines in revenue due to the COVID-19 (coronavirus)
pandemic.

Households are expected to continue viewing the movie-going experience as a worthwhile, inexpensive means of
out-of-home entertainment. Steady economic growth across Canada will likely bolster consumers' disposable
income, encouraging them to spend more on discretionary goods, such as movie tickets. However, considerable
uncertainty remains regarding the extent to which Canadians' media habits were altered by pandemic disruptions
that further encouraged the use of at-home digital streaming platforms for film watching.

The expansion of concession options and the convergence of restaurants and bars in posh movie theatres are
expected to draw movie-goers for the unique experiences they offer in contrast to home-viewing options. Further,
the industry's health will likely continue to depend on the marketing efforts and excitement surrounding blockbuster
releases. Industry revenue is forecast to rise at an annualized rate of 9.5% to $1.4 billion over the five years to 2026,
though it should be noted that this growth is relative to a considerably low base level in 2021. Additionally,
increasing external competition from companies such as Netflix Inc. (Netflix) and other streaming services is
projected to constrain revenue growth over the next five years.

CONSUMER CHOICE

The Canadian economy is forecast to grow steadily during the outlook
period, facilitating greater discretionary spending.

Per capita disposable income is projected to rise at an annualized rate of 0.8% over the five years to 2026, while
consumer spending is forecast to climb an annualized 2.6% during the same period, giving consumers and
households more room to spend on entertainment, thus contributing to industry revenue growth. However, the
distribution of film content is quickly shifting. While the experience of going to the movies cannot be replicated at
home, the growing popularity of streaming content from the internet, encouraged by greater high-speed internet
rates, the accessibility and low price of video-on-demand (VOD) services such as Netflix and advances in home
theatre systems, is projected to threaten movie attendance rates and box office sales over the next five years as
they have in the past.

However, bandwidth caps pose a huge barrier to VOD in Canada. Unlike in the United States, where internet service
providers (ISPs) offer a flat rate for unlimited data usage, Canadian ISPs typically include limits on the amount of
data covered by the monthly rate and charge customers for each gigabyte used thereafter. This convention may limit
the use of VOD, which uses large amounts of data to stream video content. It also restricts consumers' ability to
download pirated films on the internet. Therefore, this system benefits theatres by keeping the advantage of new
content in the hands of industry operators. IBISWorld does not expect the system of capped service to reverse over
the next five years, although two scenarios could emerge. The allotted precap data will likely increase, or rates for
additional data usage will likely fall as ISP costs decline, both of which will have an indelible influence on industry
operations moving forward. The popularity of streaming services has been accelerated by the coronavirus
pandemic, which forced Canadians to turn to services such as Netflix to for digital entertainment purposes due to
stay-at-home orders and other restrictions on non-essential movie theatres.

RELEASE WINDOWS AND CONSOLIDATION
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Film distributors and exhibitors typically agree on the length of time a film
remains exclusively in movie theatres, called the theatrical release
window, after which it can be released in other mediums, such as on Blu-
ray or as a streaming or downloadable file.

Illegally distributing digital copies of films is a practice known as pirating, and it enables an individual to effectively
bypass the release window, which hurts industry operators. Although bandwidth caps undermine widespread
pirating in Canada, which often requires large downloads, it remains a problem in the United States, which
comprises most of the North American market. Therefore, studios have pressured exhibitors to agree to shorter
release windows, which would enable newer films to appear online as legal, paid-for streams and downloads
sooner. Canadian circuits negotiate different contracts with US distributors and would not necessarily be forced to
accept shorter windows. However, given the pressure of the US market and the incentives in place for producers,
IBISWorld expects release windows to shrink for Canadian theatres over the five years to 2026, causing revenue
growth to slow further in years without a major blockbuster hit.

As a result, theatres that are able to capitalize on consumers' interest in the social aspect of a night out at the
movies will likely fare better than those that only focus on the screen experience. Therefore, operators that
consistently upgrade their theatres and incorporate the newest technologies into their projection systems are more
likely to capture a rising share of the market. Cineplex Inc.'s (Cineplex) VIP locations, which incorporate a restaurant
and lounge area, along with leather rocker seating, arm tables and waiter service in the auditorium, emphasize an
out-of-home luxury experience, contributing to Cineplex's dominance in the domestic market.

While concessions and other nonadmissions sales, which generate higher profit, are expected to grow over the five
years to 2026, they are not expected to significantly outpace wage growth during the period. Due to this, industry
profit, which is measured as earnings before interest and taxes, is forecast to rise, accounting for 12.0% of revenue
in 2026. Operators will likely try to move to new, large auditoriums to facilitate the new features and amenities
offered to moviegoers, thus increasing purchase costs and contributing to falling profit. However, the shift toward
these new theatres will likely in part lead the number of industry establishments to increase, rising an annualized
1.6% to 860 locations over the five years to 2026, as sustained audience engagement buoys revenue. Employment
is also expected to rise as a result of this trend, since larger auditoriums with a wider array of product offerings will
need a larger staff, particularly for concession services that are not easily automated. Industry employment is
expected to increase an annualized 6.5% to 29,063 individuals over the five years to 2026, most of which are
expected to be part-time workers.

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 857 188 795 545 21,240 N/A N/A 182 N/A 31,559
2022 1,029 314 807 553 23,832 N/A N/A 207 N/A 32,740
2023 1,138 401 823 563 25,647 N/A N/A 224 N/A 32,722
2024 1,187 450 832 568 26,700 N/A N/A 234 N/A 32,677
2025 1,275 493 846 577 27,964 N/A N/A 246 N/A 32,707
2026 1,351 524 860 586 29,063 N/A N/A 256 N/A 32,786
2027 1,441 561 875 596 30,270 N/A N/A 268 N/A 32,886
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry services are well-established

Markets are saturated and the industry is consolidating

Technological changes in the industry have slowed

The Movie Theatres industry in Canada is in the mature phase of its life cycle, characterized by moderate growth,
saturated markets, widespread consolidation and slowing technological change. Industry value added (IVA), which
measures an industry's contribution to the overall economy, is expected to decline at an annualized rate of 3.1%
over the 10 years to 2026, with this decline largely attributable to the recent fall in industry revenue due to pandemic
related operating disruptions. This is notably below Canadian GDP, which is expected to rise an annualized 1.9%
during the same period. The disparity between these forecast growth rates points to the mature nature of the
industry. Also, the industry's markets are largely saturated, dominated by a few large chains. Cineplex Inc. is the
industry's top player, claiming 63.8% of the industry's total revenue. Acquisition and consolidation activity has grown
in popularity over the five years to 2021, a trend that is expected to continue over the five years to 2026 as operators
adapt to depressed levels of moviegoing.

Characteristic of a mature industry, industry services are well-established as an out-of-home entertainment option
for consumers and households. Operators have invested in upgrading their amenities and concession offerings to
expand their revenue growth. Finally, technological change within the industry, mostly concerning digital display and
sound, has slowed. The adoption of digital screen and projection systems was largely completed prior to the five-
year period. Therefore, this industry is considered to be in its mature phase.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Video Postproduction Services in Canada

Movie & Video Distribution in Canada

Food Service Contractors in Canada

2nd Tier

Performing Arts Companies In Canada

Electric Power Generation, Transmission and Distribution
In Canada

Movie, TV & Video Production in Canada

Products & Services

  BOX OFFICE SALES

Industry box office sales represent the largest source of revenue for the
Canadian Movie Theatres industry.

Overall, the Canadian exhibition market is dominated by foreign films, the vast majority of which are produced by US
companies. More than 80.0% of Canadian box office revenue is regularly generated by films made in the United
States. Conversely, Canadian films have a much stronger presence in the French-speaking box office due to the
well-established film industry in Quebec. Even so, Canadian films in this linguistic market amount to a relatively
small share of revenue. Film exhibition has changed significantly over the past five years due to industry operators
upgrading screens and projection systems to digital and 3D technologies. A large majority of Canadian theatres are
now digital, including the entire circuits of Cineplex Inc. (Cineplex) and Landmark Cinemas Canada LP.

As a result of stagnating attendance, operators have focused more on alternate revenue streams, such as
concessions and merchandising to supplement their traditional business earnings. This trend has led the admissions
product segment to shrink as a share of revenue over the five years to 2021. In 2021, IBISWorld expects the sale of
tickets for 2D movies to generate 54.1% of industry revenue, with 38.3% of total revenue attributable to in-theatre
ticket sales and 15.8% to online ticket sales. The latter category of box office sales has been steadily growing in
recent years as movie-goers have taken advantage of convenient mobile and online ticket purchase options.

CONCESSIONS

The concessions, or merchandising segment, is expected to generate
33.9% of industry revenue in 2021.

This segment has grown over the past five years, as theatres have improved food and beverage offerings at most
locations. This segment includes food and beverage sales, vending machine sales and revenue generated by other
consumer-directed offerings. Concessions revenue has been on the rise over the five years to 2021, as major
operators expand menu options to include higher value food and drinks, including full meals and alcoholic
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beverages. Theatres may also house restaurant franchises, such as Burger King or Pizza Hut, to boost sales. As
industry operators continue to expand food and beverage offerings to make the most of stagnating attendance,
concessions' share of revenue is forecast to rise over the five years to 2026.

RENTAL OF FACILITIES

This segment represents revenue generated through the rental of theatre
and parking lot space.

The rental of facilities represents the smallest share of industry revenue, with rentals primarily occurring during
special occasions, such as a work event or birthday party. The rental of industry facilities is expected to marginally
rise as a share of revenue during the period, from 1.3% in 2016 to 1.4% in 2021.

OTHER

Other industry services include advertising displayed on-screen and
revenue generated through cash-operated games.

Since these ancillary services contribute little to overall revenue, growth in this segment is expected to be minimal
over the five years to 2021. Overall, this segment is forecast to generate 10.6% of industry revenue in 2021.
Cineplex Media, industry leader Cineplex's advertising branch, captures a sizeable share of the Canadian cinema
advertising market, largely via pre-show ad spots and the circulation of its two magazines, Cineplex and Le
magazine.

Demand
Determinants

Demand for the Movie Theatres industry in Canada is largely determined
by consumers' desire to watch specific movies, directly tying a theatre's
revenue to its ability to secure a licence to show blockbuster films.

Therefore, advertising expenditure and the increasing complexity of targeted market campaigns facilitate demand.
Additionally, as an entertainment service, movie attendance is highly based on consumers' ability to spend on non-
essential goods such as movie tickets. Hence, levels of disposable income are key indicators of industry demand.
As other sources of entertainment, such as video-on-demand services such as Netflix and other online streaming
options, become more prevalent, demand for movies shown in theatres is likely to fall. However, the experience of
visiting a theatre as a social outing, which cannot be replicated at home, lessens the competition from these
alternative sources. This has encouraged operators to invest in a movie-going experience, with upgrades to seating,
concessions and ticketing strategies to sell an experience that is distinct from watching movies at home.

Moreover, demand for movie theatres is highly linked to the movies that come out in a given year, especially
blockbusters. The success of blockbusters is largely the product of heavy advertising and the draw created by
actors' and directors' reputations. The hype surrounding a well-received film can send even infrequent moviegoers to
theatres and fans may watch a single film more than once. As a result, movie theatre demand is, to an extent, at the
mercy of the marketing efforts of major motion picture studios and the commercial appeal of a certain film or
franchise, such as The Avengers or the Walt Disney Pictures live action series. A theatre's ability to acquire a
licence to show a film tied to a popular brand or franchise, such as any of the Star Wars films, can make or break a
theatre's season.

Demand for movie theatres is also highly seasonal, with distributors historically concentrating big releases in the
summer and holiday seasons. While the seasonality of releases has become less pronounced over the five years to
2020, a year's box office performance is generally tethered to the success of summer and holiday hits.

Complications across the business landscape in Canada caused by the COVID-19 (coronavirus) pandemic are
expected to pose a significant threat to industry operators. The closure of nonessential businesses, which included
movie theatres, and other restrictions on business and social activity had an unprecedented effect on industry
operations. At the close of the current period, as vaccine distribution expands, along with businesses reopening and
the easing of capacity restrictions, theatre operators are expected to see a limited improvement in demand.
However, as uncertainty lingers and alternative digital media platforms remain popular, theatre visitor levels are
expected to remain significantly depressed relative to pre-pandemic levels.
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Major Markets

  CONSUMERS AGED 24 AND YOUNGER

In the Movie Theatres industry in Canada, consumers aged 24 and
younger are estimated to generate 39.0% of revenue in 2021.

More specifically, moviegoers younger than 17 are expected to account for 27.0% of total revenue, and those aged
between 18 and 24 are estimated to account for 12.0% of revenue. School-age children experience a relatively large
amount of leisure time compared with other age groups, which outweighs their lower disposable incomes. Several
large blockbuster movies of recent years were geared specifically for this age group, including Marvel's Guardians of
the Galaxy Volume 2 and Star Wars Episode VIII: The Last Jedi in 2017. Movies in 3D typically have greater
success with this age group. These two age groups had the highest average attendance of 3D movies during the
five-year period. While young adults aged between 18 and 24 typically view watching a movie as an affordable form
of out-of-home entertainment, they are also more comfortable using substitute services, particularly streaming
services such as Netflix Inc. (Netflix). As a result, this market has slightly declined as a share of industry revenue
over the five years to 2021.

CONSUMERS AGED 25 TO 49

Consumers aged between 25 and 49 are expected to account for 41.0% of
industry revenue in 2021.

Moviegoers aged 25 to 39 are forecast to account for 28.0% of total revenue, and those aged between 40 and 49
are expected to account for 13.0%. Consumers in these age groups have larger disposable incomes, and because
consumers typically start families in their late 20s and early 30s, much of the revenue in this segment is created
when parents pay for and accompany their children to theatres. Consequently, consumers aged between 25 and 39
are frequent moviegoers or patrons who watch a movie in theatres once a month or more. This market segment has
remained steady as a share of industry revenue over the past five years.

CONSUMERS AGED 50 AND OLDER

Consumers aged 50 and older are estimated to account for 20.0% of
industry revenue in 2021.

Individuals in this age group generally have higher disposable incomes than other demographics and tend to use
newer technologies that act as substitutes for the movie theatre experience, such as internet-based film and TV
services such as Netflix, less than other consumer demographics. This segment of the population is also growing
more quickly than younger groups, contributing to its growing share of industry revenue over the past five years. As
these consumers reach retirement, this market segment will have more leisure time and IBISWorld anticipates that
its share of revenue will continue to grow over the five years to 2026.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

With no production elements, the Movie Theatres industry in Canada does not record imports or exports. While the
vast majority of films shown in Canadian theatres are imported from other countries, in the sense that they were
produced in another country and that exhibition companies negotiate rental contracts and licences with these foreign
companies, the services of exhibitors are local, on-site and include no trade. The Movie, TV and Video Production
industry in Canada (IBISWorld report 51211CA) includes import and export figures for the Canadian film sector.

Business
Locations

  Establishments in the Movie Theatres industry in Canada are distributed across the country according to population, with the most
populous areas attracting a larger concentration of theatres. However, provinces with lower population per capita tend to have a
disproportionately high number of theatres compared with population.

With 38.8% of the country's population, Ontario is the most heavily populated province in Canada and has the highest share of
industry establishments at 32.5% in 2021. The region includes Toronto, the fifth-most populous city in North America, and Ottawa,
with both cities being lucrative entertainment markets. Major player Cineplex Inc. (Cineplex) is headquartered in Toronto.

Quebec has the second-highest number of movie theatres, with 25.0% of industry establishments in 2021, in line with its 22.5%
share of the population. The province is home to Montreal, the second-largest city in Canada and the French-language Canadian
film industry is based there. Accordingly, there is a strong Quebecois cinema culture in Montreal and in the rest of the province,
evidenced by the success of independent movie theatres such as Cinemas Guzzo.

British Columbia holds an estimated 16.7% of industry establishments in 2021 and 13.6% of the national population. The
industry's strong presence in the province is largely due to Vancouver, the third-most populated city in Canada. Cineplex operates
many theatres in Vancouver, while Landmark Cinemas Canada LP, which exists exclusively in the western provinces, operates
half its locations in the Vancouver metropolitan area.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Movie Theatres industry in Canada has a high level of market share concentration, with the two largest theatre
chains generating the majority of the industry's revenue. Cineplex Inc. (Cineplex) and Landmark Cinemas Canada
LP (Landmark) are expected to account for 70.9% of the industry's market share in 2021. Cineplex is the leading
force in the industry in terms of revenue, with operations in lucrative metropolitan markets, such as Toronto,
Montreal and Vancouver. Prior to pandemic related operating challenges, Cineplex generated an estimated $10.2
million per location, considerably higher than the industry average of $2.6 million. The company typically commands
over 70.0% of the industry's market share alone. Empire Theatres Limited had a presence in the less-populated
Atlantic Provinces before selling its theatres to Cineplex and Landmark at the end of 2013. Landmark now focuses
on its operations in the western regions. IBISWorld expects a degree of consolidation to continue in the industry as
smaller exhibitors fold under the pressure of the industry's leaders or are acquired. However, the thriving French-
language market in Quebec and the strong film production culture there ensures some demand for independent
theatre operators, such as Cinemas Guzzo.

Key Success
Factors

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

Ability to raise revenue from additional sources:
Falling attendance rates have made secondary revenue streams, such as concessions sales, essential to
succeeding in this industry.

Access to flexible workforce:
The majority of industry employees work part-time and serve many functions in a theatre. Additionally, operators
must be able to shift employee work schedules and duties easily.

Access to the latest available technology:
Theatres with at least one 3D digital screen will be able to take advantage of the higher prices justified for 3D films.

Having favourable film rental contracts:
Being able to negotiate favourable contracts with distributors can create a more stable and lucrative revenue flow
from ticket sales.
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Cost Structure
Benchmarks

  Profit

Profit, which is measured as earnings before interest and taxes, is
estimated to account for -6.7% of industry revenue in 2021, down from
14.7% in 2016 as a result of pandemic related disruptions to typical
operating levels. The industry's larger companies, such as Cineplex
Inc. and Landmark Cinemas Canada LP, were previously estimated to
have higher levels of profit due to vertical integration of merchandise
suppliers and economies of scale that permit them to buy in bulk.
Independent theatres with only one location, conversely, typically have
much lower levels of profit, especially those that show films on their
second or third runs. However, due to the recent challenges posed by
the pandemic, all theatres are expected to experience considerable
cash burn until moviegoers begin to return to theatres in substantial
numbers.

Prior to the pandemic, the long-term trend of consolidation in the
industry led to better profitability for leaders such as Cineplex, although
these operators typically generate less profit in the short term as a
result of acquisition purchases. As operators close underperforming
theatres and concentrate their screens in larger establishments that
offer expanded merchandising, such as full-service restaurants and
alcoholic beverages, profit grew. Additionally, since exhibitors share
revenue generated from ticket sales with a film's distributor, part of the
film's rental fee structure, concessions sales, which are wholly kept by
the exhibitor, have a disproportionate influence on profit. Accordingly,
many larger movie theatre chains have focused on expanding their
concessions menus to drive up these sales.

Film exhibitors rent or license a movie to show it in their theatres, and
rental contracts are usually drawn up on a location-by-location basis.
Since the vast majority of films shown in Canada are from the United
States, with US films regularly accounting for more than 80.0% of the
Canadian box office, the value of the Canadian effective exchange rate
index can influence a theatre's rental costs and affect its profit. Over the
five years to 2021, the Canadian dollar is expected to appreciate, which
could affect rental costs. However, any adjustments to costs in the near
term are unlikely to offset the overall drop in revenue, which is likely to
weigh heavily on industry operators amid an uncertain outlook period.
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  Wages

Similar to most service industries, the Movie Theatres industry in
Canada requires labour input in all operations, from ticket and
concessions sales to maintenance and cleaning. The vast majority of
industry employees work part-time and theatre managers adjust
working hours during periods of low demand rather than lay off workers
altogether. Therefore, wages tend to be more volatile than employment.
Despite the growing popularity of automated ticket kiosks and online
ticket purchases, the increased focus on concessions and other
activities has increased industry wages over the five years to 2021.
Wages as a share of revenue are forecast to reach 21.2% in 2021, up
from 12.6% in 2016 as a result of total revenue falling at a faster rate
than total wages due to pandemic related disruptions.

 

  Purchases

Movie theatres purchase a variety of goods for resale, mostly food and
beverages. Purchase costs also include items such as cleaning
supplies, employee uniforms, arcade machines and 3D glasses, which
are typically reused for more than one screening. IBISWorld estimates
that purchase costs will account for 40.9% of industry revenue in 2021.
Concessions sales are typically more profitable than ticket sales and
exhibitors have expanded food service options to combat stagnating
admissions revenue. Industry leaders have begun including restaurant-
quality food, and in some locations, alcoholic beverages. Operators
have aimed to reduce purchasing costs by switching to digital film,
which reduces the need to replace film, such as with 35mm. As a result,
industry purchasing costs are expected to decline as a share of
revenue during the five-year period.

 

  Marketing

Marketing costs are expected to account for 1.0% of industry revenue
in 2021, down from 0.8% in 2016.

 

  Depreciation

The industry's depreciation costs, which account for an estimated 7.4%
of revenue in 2021, largely relates to screens, projection systems and
auditorium equipment such as seating. While many theatres are
upgrading, they are also buying items that last longer, including arcade
machines and 3D glasses. Depreciation costs are forecast to stabilize
over the five years to 2026 as existing theatre equipment and capacity
is maintained in the face of depressed visitor levels.
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  Rent

Rent costs for theatres tend to be high. Exhibitors strive to corner
markets with high population concentrations, such as major
metropolitan areas and this proximity to a large customer base comes
at a price. Furthermore, the industry is consolidating screens into fewer,
larger establishments, making the individual rent of these structures
higher. Rent costs are somewhat higher for the industry's leader,
Cineplex, which is heavily focused on the largest cities, such as
Toronto, Montreal and Vancouver. Average industry rent costs are
estimated to account for 15.9% of revenue in 2021, up from 12.6% in
2016.

 

  Utilities

Additionally, as industry facilities grow in size, the utilities required to
operate them will increase as well. Average utility costs are estimated
to account for 3.1% of industry revenue in 2021, up from 2.4% in 2016.

 

  Other Costs

One of the largest expenses for a movie theatre is renting or licensing a
film for exhibition. To show films, movie theatres enter contracts with
film production and distribution companies, such as Warner Media LLC,
in which revenue from admissions is shared between the exhibitor and
the distributor. In some cases, the proportion is fixed for the film's entire
first-run duration in theatres, which is usually four to eight weeks,
although blockbusters often have longer runs. More commonly, it is a
sliding scale that changes as the film's run progresses is used. For
example, a distributor may receive 80.0% of a film's admissions during
high-volume opening or holiday weeks, but this percentage then falls to
50.0% or less by the film's sixth week in theatres. The licence fees paid
to distributors according to these contracts account for an estimated
one-third of industry revenue on average. However, this cost is likely
lower for smaller theatres less focused on showing blockbuster films.
Other expenses, including administrative and back-end costs, are
estimated to account for 17.3% of industry revenue in 2021, down from
17.5% in 2016.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

In the Movie Theatres industry in Canada, theatres compete with one
another primarily on the basis of film offerings, ticket prices and
auditorium quality.

Overall, competition is moderate in the industry due to the dominance of Cineplex Inc. (Cineplex), which traditionally
generates above 70.0% of industry revenue. The popularity of films and whether a theatre has gained a licence to
show them is the most influential determinant of demand for an establishment. A theatre unable to show a
blockbuster film such as Avengers: Endgame during the in 2019, for example, would have been at a severe
disadvantage. Strong links with distributors that manage blockbuster releases ensure that a company's circuit can
offer the most popular films. To that end, Cineplex and Landmark Cinemas Canada LP are able to leverage their
market position and regional presences to secure popular films quickly. Conversely, smaller, independent theatres
may be forced to show a film in its second or third run when ticket prices are much lower and demand is much lower.
Theatres may also compete on the language of films shown and establishments that offer a mix of both French and
English-speaking films can have an advantage over those that offer only one language. Companies such as
Cinemas Guzzo can capitalize on these niche markets by focusing on the Francophone market with very little
competition.

On the whole, ticket prices have risen gradually over the five years to 2021, particularly with respect to 3D showings,
which include a surcharge for the 3D glasses worn by viewers. Second- and third-run theatres, otherwise known as
discount theatres, can gain an edge over competitors by offering lower ticket prices. However, such theatres
typically are unable to offer new amenities and high-quality auditoriums because they generate less revenue and
show movies once their most lucrative weeks have passed. Conversely, first-run theatres that expand their food
services to include full restaurants and alcoholic beverages are better able to attract adult patrons interested in
going to the movies as a social outing.

EXTERNAL COMPETITION

Movie theatres compete with other providers of film content, including
home theatre systems and downloading or streaming content from the
internet.

Further competition comes from other forms of entertainment, such as video game consoles or sports. The rapid
penetration of in-home entertainment equipment, such as projector screen TVs, affects industry revenue by
competing with movie theatres for a share of household disposable income spent on entertainment. Compared with
other kinds of out-of-home entertainment (e.g. sporting events, live theatre or music concerts), movie theatres have
a distinct price advantage, shielding the industry from this type of competition.

Industry operators also benefit from a significant barrier to external competition. Theatrical releases are highly
important to the future commercial success of a film. Sales of toys and other products associated with a title largely
depend on the excitement generated by a successful debut at theatres. Furthermore, when film distributors license
titles to industry operators for exhibition, the terms of the agreement specify that the distributor refrains from
licensing the film to other mediums for a set time period, known as the theatrical release window. This window can
range from three months from release at cinemas to availability on Blu-ray or streaming services as long as 12
months for free-to-air release. However, illegal download websites, where users upload bootlegged copies of films,
circumvent the window altogether and pressure film distributors to rethink the standard length of the release window.
Leading companies in the industry have claimed that any reduction in the window's length would severely hurt their
business.

Changes in Canadians' digital media habits are likely to play an increasingly important role in coming years as
streaming services, which can digitally release new movies or produce and feature their own exclusive movie
content, provide an alternative to traditional theatre-going. The COVID-19 (coronavirus) pandemic accelerated this
trend as viewers remained home due to shelter-in-place orders and closed venues.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  Barriers to entering the Movie Theatres industry in
Canada are very high and are only expected to increase.
Entrepreneurs hoping to break into the industry encounter
several obstacles. The higher the market share
concentration of existing players, particularly Cineplex Inc.
(Cineplex), the higher the initial costs required and the
need to acquire rental rights for attendance-driving
blockbuster films.

Cineplex operates the most first-run theatres in the most
lucrative movie-going urban markets, including Toronto
and Montreal. This enables Cineplex to leverage its size,
scale and profitability to provide upgraded amenities and
more screenings than smaller theatres. Initial start-up
costs include renting property in locations that have the
potential for heavy traffic. In metropolitan areas with high
population density, rent is a significant expense, however
in more rural areas, rent is less expensive, but demand is
likely lower as well. Purchasing or renting projection
equipment, screens, speakers and seating, in addition to
concessions, can also be a deterring factor for new
companies. Finally, newcomers without ties to major
distributors may find it difficult acquiring the licences to
the latest releases. While some operators can solely
exhibit independent films, these movies tend to have
much lower rates of audience attendance, which further
contributes to the disparity between the dominance of
major players and the negligible share of industry revenue
generated by independent movie theatres.

Many of these barriers can be alleviated, although not
eliminated, by opening a second- or third-run discount
theatre. Such establishments can experience trouble
remaining profitable, as older films generate less revenue.
Typically, these operators depend more heavily on
concessions revenue and income. However, such
theatres offer a slightly different service than first-run
theatres and are popular for their low prices, keeping
demand steady in most markets.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Movie Theatres industry in Canada has a low level of globalization. The industry generates no revenue through
international trade and caters to local consumers. Films from the United States generate the majority of exhibitor
revenue and US-produced movies regularly account for more than 80.0% of the Canadian box office. The rental
costs associated with licensing from US distributors affect industry profit and the close relationship between US
distributors and Canadian exhibitors is the industry's largest source of globalization. The exhibition of the films,
however, is a strictly local enterprise. The Movie, TV and Video Production industry in Canada (IBISWorld report
51211CA), conversely, endures extreme import competition from US films. With the 2017 acquisition of major player
Landmark Cinemas Canada LP by Belgian film exhibitor the Kinepolis Group, globalization has increased, but only
slightly due to the aforementioned countervailing factors inhibiting high levels of globalization.
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Major Companies

Major Players Cineplex Inc.

Market Share: 63.8%

Brand Names Cineplex Odeon, Famous Players, Galaxy
Cinemas, SilverCity, Colossus, Coliseum, Scotiabank
Theatres, Cinema City, Cineplex VIP Cinemas

  Operating 162 theatres with 1,667 screens, Cineplex Inc. (Cineplex) is the dominant movie theatre operator in
Canada. Cineplex focuses its circuit in lucrative metropolitan areas, principally Toronto, Montreal, Vancouver,
Calgary and Quebec City. The company was created through a string of acquisitions over the past 50 years, with
many recognizable brands, including Cineplex Odeon, SilverCity, Galaxy Cinemas, Colossus and Famous Players.
Cineplex operates under three segments, which include box office, concession and media, generating revenue from
ticket sales; merchandise, including concessions and other food services; and ancillary offerings, such as arcade
games and advertising.

Cineplex is at the forefront of technological advances, with several IMAX affiliated theatres, reclining seats and 3D
viewing capabilities in most of its establishments. Importantly, its primary expansion strategy has been acquisition,
as evidenced by its large portfolio of theatres under different names. Most recently, in early 2017, Cineplex
purchased Dandy Amusements International Inc., absorbing the company into Cineplex's Player One Amusement
Group, which includes arcade and amusement and is external to industry operations. While this acquisition is
outside of the purview of the industry, it ultimately boosts industry revenue by attracting larger audiences through a
comprehensive entertainment experience.

Financial performance

Although Cineplex operates only an estimated one-quarter of all movie theatres in Canada, it holds considerable
market share due to the high value of each of its locations. In 2019, prior to pandemic related disruptions, the
average establishment in the industry was expected to generate $2.7 million in revenue while the average Cineplex
location was expected to make $10.2 million each year.

Cineplex's revenue is expected to fall at an annualized rate of 18.0% to $546.8 over the five years to 2021 due to
the pandemic's toll on theatre operations in recent years. Prior to COVID-19 related difficulties, the company's focus
on operating state-of-the-art theatres facilitated lucrative product development, including 3D and IMAX showings for
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blockbuster films. The company's operating income, measured as earnings before interest and taxes, is expected to
have declined into negative territory due to the profound drop in visitors to theatre venues beginning in 2020.
Previously, the company has taken measures to support healthy profit in the long term, including the acquisition of
New Way Sales Games Ltd., a large distributor of arcade games. The acquisition vertically integrates an important
part of the company's merchandise revenue stream and lowers purchase costs. In 2016, Cineplex expanded VIP
cinema services, which include outdoor patios and lounges, to 17 locations. Meanwhile, the company has combated
stagnating attendance with higher prices, particularly for 3D films, while also upgrading concession menus.
However, recent obstacles are likely to offset any benefits provided by these features amid previous levels of theatre
traffic. Given its large market share, Cineplex is anticipated to see eventual growth from Canadians' return to
movies, though current setbacks are substantial and the outlook uncertain.

 
Cineplex Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,478.3 N/C 234.0 N/C
2017 1,555.1 5.2 235.9 0.8
2018 1,612.4 3.7 247.3 4.8
2019 1,665.1 3.3 230.5 -6.8
2020 418.3 -74.9 -182.8 N/C
2021 546.8 30.7 -81.6 -55.4

Source: Annual Report and IBISWorld
Note: *Estimates

Landmark Cinemas Canada LP

Market Share: 7.1%

  Based in Calgary, Landmark Cinemas Canada LP (Landmark Cinemas) is the dominant movie theatre company in
the western provinces. It operates 46 establishments with more than 300 screens and employs more than 1,400
people. The company's growth has been fuelled by refurbishing select theatres with luxury amenities, such as full
leather seating and alcoholic beverage offerings, producing an unparalleled entertainment experience. Landmark
Cinemas' programming primarily emphasizes family-friendly comedies and westerns, along with a small number of
independent and art house films in some theatres, although the company also exhibits blockbuster movies from
major film distributors.

Landmark Cinemas, similar to Cineplex Inc., has focused on growing its market share through acquisitions. The
most significant acquisition over the five years to 2021 is the company's purchase of Empire Theatres Limited
(Empire Theatres). In 2013, Landmark Cinemas purchased 23 theatres in Ontario and western Canada from Empire
Theatres, formerly the industry's second-largest player, for $55.0 million. However, in late 2017, Landmark Cinemas
announced its sale to Belgian exhibitor, the Kinepolis Group (Kinepolis), for $123.0 million. Landmark Cinemas is
Kinepolis' only presence in the Canadian market. Kinepolis is an international exhibitor with a notable presence
across Europe, and this acquisition marked its entry into the North American market.

Financial performance

Landmark Cinemas' industry-relevant revenue is expected to have fallen 18.5% to $60.6 million during the five years
to 2021. This decline is the result of pandemic related disruptions to theatre operations beginning in 2020. Prior to
this period, Landmark Cinemas' industry-relevant operations quickly expanded to a large portion of Kinepolis'
revenue following its acquisition, generating 25.0% of the company's revenue according to its 2019 annual report.
During the five-year period, the company's industry-relevant operating income, defined as earnings before interest
and taxes, is expected to have fallen substantially into negative territory due to low theatre visitor levels. The
acquisition of Landmark Cinemas by Kinepolis, which can leverage economies of scale and an international
presence, is projected to fuel growth in the future with more acquisition activity expected as Kinepolis seeks to
penetrate the North American market.
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Landmark Cinemas Canada LP (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 168.3 N/C 9.2 N/C
2017 173.1 2.9 3.8 -58.7
2018 194.4 12.3 17.0 347.4
2019 204.7 5.3 18.2 7.1
2020 51.5 -74.8 -36.0 N/C
2021 60.6 17.7 18.5 N/C

Source: IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)

Other Companies With the top two players in the Movie Theatres industry in Canada expected to account for more than 70.0% of the
industry in 2021, very few of the remaining industry operators command a noteworthy share of the market. The
industry is characterized by numerous small enterprises that cater to local and niche markets, thus contributing to
low levels of market share concentration among these operators. According to Statistics Canada, 96.0% of all
establishments employ fewer than 100 people, with 36.1% employing fewer than 10 workers. Within this landscape,
very few operators secure a large market share. However, some are worth mentioning.

Imagine Cinemas

  Market Share: 1.5%
  Imagine Cinemas, founded in 2005 in Tecumseh, ON, is a rapidly expanding independent movie exhibitor. With 14

theatres, Imagine Cinemas includes arcades and meeting rooms to meet the needs of its clientele. Importantly, the
company's flagship Lakeshore Cinemas theatre is the only remaining independently owned and operated movie
theatre in the Windsor, ON, area. Imagine Cinemas' theatres were upgraded over the five years to 2021 to
incorporate reclining seats, luxury seating and 3D capabilities throughout its establishments. Although the company
is private and does not disclose its financial information, IBISWorld estimates that Imagine Cinema's industry-
relevant revenue will reach $12.9 million in 2021, representing 1.5% of the market.

Cinemas Guzzo

  Market Share: 1.4%
  Cinemas Guzzo, with 11 movie theatres, is a leading film exhibitor in Quebec. Founded in 1974 and headquartered

in Montreal, the company employs more than 600 people across Quebec. Cinemas Guzzo caters to the niche
francophone market and has capitalized on French-language films since its inception. Major theatre chains do not
regularly show French films, and in that way, Cinemas Guzzo is protected from competition from Cineplex Inc. and
Landmark Cinemas Canada LP, the two major players in this industry. Similar to other players, Cinemas Guzzo has
focused on revamping its consumer experiences, incorporating luxury seating and 3D technologies into its theatres
to boost demand. While the company is private and does not disclose its financial information, IBISWorld estimates
the company's industry-relevant revenue will reach $11.9 million in 2021, capturing 1.4% of industry revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Movie Theatres industry in Canada has a moderate to
high level of capital intensity, largely due to the rapid
adoption of digital screens, projection technology and
auditorium upgrades, including stadium seating and higher-
quality speaker systems. The installation of IMAX and 3D
projection, in particular, has raised capital intensity for the
industry. In 2021, IBISWorld estimates that the average
exhibitor spends $0.35 in capital investment for every
$1.00 spent on wages and labour, which is up from 2016.
While many theatres are renovating and upgrading their
locations, operators are also buying items that are more
durable, including arcade machines and 3D glasses. As a
result, industry depreciation has risen to 7.4% of revenue in
2021 from 6.0% in 2016; this change is also the result of
volatility across industry cost structures due to pandemic
related operating disruptions.

Although labour will continue to be more significant than
capital for movie theatres, major players have implemented
self-serve ticket kiosks in some locations and also enable
patrons to print tickets at home or download them to their
smartphones. These efforts marginally reduce a company's
reliance on labour. However, with the near saturation of
digital technologies in theatres as of 2021, IBISWorld does
not expect capital intensity to rise significantly over the five
years to 2026.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

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

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

Low Market
Concentration

Unlikely 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.

  Both the rate of new innovation and the concentration are in line with the average across all industries.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The most relevant technological disruption in the Canadian Movie Theatres
industry has been the pressure from Netflix Inc. and other similar streaming
services such Amazon Prime Video and HBO Go.

Many consumers are opting to skip the movie theatres and instead stay home and stream movies and TV shows at their
convenience. These services permit consumers to access hundreds of international TV shows and movies in the comfort of
their own home. Movie theatres have countered this by making going to the movies more of an experience, with
comfortable seating, high tech screens and more up-scale snack stands that include espresso, meals, even wine and beer.
Additionally, many operators are creating memberships, where consumers pay a monthly fee for unlimited access to movie
theatres. However, the industry will continue to be disrupted by streaming services, as many of these services have begun
to produce their own content.

The level of technology change is    Medium

  The Movie Theatres industry in Canada has undergone significant
technological change over the past decade, with the adoption of digital
projection driving this change.

While digital cinema debuted in 1999, the technology only overtook 35mm film as the dominant format over the past
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decade, with the conversion rapidly accelerating in the wake of Avatar in late 2009. By 2014, large circuits such as Empire
Theatres Limited and Landmark Cinemas Canada LP reported that their entire circuits were digital. Additionally, nearly all of
industry giant Cineplex Inc.'s screens were converted to digital by this point.

Digital films are both recorded and stored as computer files. They can then be distributed as hard drives or via satellite or
broadband internet connection. By eliminating the need to physically record a film onto thousands of reels and ship them
individually to theatres, digital film saves distributors and exhibitors millions of dollars. The costs of upgrading screens to
digital are high but not prohibitive and this technology has been around long enough to become the norm for industry
operators. The exception, however, is vintage cinemas that focus on attracting niche consumer markets with their old-
fashioned technology.

Overall, while different kinds of film and projectors have been used, notably IMAX technologies, which require specific film
production and exhibition equipment, other technology changes have boosted industry revenue over the five years to 2021.
While industry revenue has increased over the past decade, industry operators have experienced a significant threat from
online content streaming and piracy. To combat potential declines in box office sales, operators have increasingly
revamped their theatre design, producing a luxury experience by incorporating reclining chairs, more comprehensive
concession choices, including rapidly evolving soft drink machines, 3D viewing capabilities and online ticket sales. These
choices have stymied the pressure from content piracy and have bolstered industry revenue over the past decade.

Revenue
Volatility

The level of volatility is    Medium

  Revenue for the Movie Theatres industry in Canada has exhibited a high level
of volatility over the five years to 2021 due to the disruptions created by the
COVID-19 (coronavirus) pandemic beginning in 2020.

Since exhibitor revenue is largely tied to the commercial success of specific blockbuster films, the industry's yearly
performance varies. Accordingly, demand for movies such as Avengers: Endgame, released and in 2019, among the
highest grossing films of all time, have been prime drivers for industry revenue growth.

Over the five years to 2021, revenue has fluctuated 37.3% on average per year, with previous years' steady growth
interrupted by pandemic related closures and a profound fall in industry revenue. During the five-year period, revenue has
fallen as much as 71.7% in 2020 and risen as much as an anticipated 37.0% in 2021. Volatility is expected to be dampened
substantially once Canadian moviegoers return to theatres over the next five years. However, due to the increasing
popularity of streaming services, theatre visits may remain at a historically lower level than prior to pandemic related
disruptions.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

There is little direct government regulation for the Movie Theatres industry in
Canada.
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Most regulations regarding industry operating fall under broader safety and discrimination laws which influence all
employers nationwide. No national disability access laws are in place in Canada, but most theatres include wheelchair-
accessible seating. Provinces may pass their own disability discrimination legislation with Ontario becoming the first and
only province to do so in 2002. However, the Ontarians with Disabilities Act is largely geared toward employers and hiring
practices instead of consumer protection.

Likewise, there is not a standard film rating system used throughout the entire country. Alberta, British Columbia, Manitoba,
Ontario, New Brunswick, Nova Scotia and Prince Edward Island use a system similar to that of the United States, with
ratings based on age and parental accompaniment. The ratings were adopted from the Canadian Home Video Rating
System, a voluntary standard administered by the Canadian Motion Picture Distributors Association. Quebec uses a
simpler rating system with age requirement for viewing as the only determining factor.

Due to the COVID-19 (coronavirus) pandemic, theatres throughout Canada faced capacity and other operating restrictions
in an ongoing effort by provinces to manage public health. As vaccination distribution rises and venues begin to reopen,
such measures will be rolled back to accommodate returning moviegoers.

Industry
Assistance

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

The Movie Theatres industry in Canada receives no direct government
assistance.

Additionally, there is no trade association specifically for exhibitors, a function served by the National Association of Theatre
Owners in the United States. The Motion Picture Association in Canada represents the largest international film producers
and distributors (IBISWorld report 51211CA), which are all US companies. Importantly, while there are currently no direct
government subsidies, protectionist policies have been the subject of debate recently as Canadian entertainment outlets
are inundated with foreign content, primarily from the United States. However, the federal government has not implemented
any legislation that would protect the domestic industry. Additionally, these debates have largely focused on film production
rather than exhibition.

In May 2020, the Canadian government introduced the COVID-19 Emergency Support Fund for Cultural, Heritage and
Sport Organizations. This program provided relief to cultural and recreational entities facing financial difficulties due to
pandemic related disruptions, allocating $500.00 million for such purposes. Telefilm, a state owned enterprise that provides
services to the audiovisual industries, distributed these funds to theatres that received assistance under the program.
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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 2,139 649 775 509 16,548 N/A N/A 261 N/A 28,883
2013 2,066 582 801 518 15,106 N/A N/A 259 N/A 29,369
2014 1,990 626 826 531 14,641 N/A N/A 256 N/A 29,466
2015 2,087 640 814 538 16,165 N/A N/A 266 N/A 30,804
2016 2,151 717 815 545 18,210 N/A N/A 272 N/A 30,332
2017 2,156 715 815 547 26,087 N/A N/A 276 N/A 30,675
2018 2,177 769 815 545 27,411 N/A N/A 282 N/A 30,647
2019 2,213 710 828 547 30,445 N/A N/A 285 N/A 30,852
2020 626 -222 818 548 17,885 N/A N/A 149 N/A 33,416
2021 857 188 795 545 21,240 N/A N/A 182 N/A 31,559
2022 1,029 314 807 553 23,832 N/A N/A 207 N/A 32,740
2023 1,138 401 823 563 25,647 N/A N/A 224 N/A 32,722
2024 1,187 450 832 568 26,700 N/A N/A 234 N/A 32,677
2025 1,275 493 846 577 27,964 N/A N/A 246 N/A 32,707
2026 1,351 524 860 586 29,063 N/A N/A 256 N/A 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2012 2.73 11.9 0.25 -0.98 4.59 N/A N/A 2.03 N/A 1.73
2013 -3.45 -10.2 3.35 1.76 -8.72 N/A N/A -0.89 N/A 1.68
2014 -3.68 7.48 3.12 2.50 -3.08 N/A N/A -1.09 N/A 0.33
2015 4.87 2.20 -1.46 1.31 10.4 N/A N/A 3.78 N/A 4.53
2016 3.08 12.1 0.12 1.30 12.7 N/A N/A 2.14 N/A -1.54
2017 0.25 -0.37 0.00 0.36 43.3 N/A N/A 1.54 N/A 1.12
2018 0.95 7.58 0.00 -0.37 5.07 N/A N/A 2.35 N/A -0.10
2019 1.63 -7.59 1.59 0.36 11.1 N/A N/A 0.92 N/A 0.66
2020 -71.7 N/A -1.21 0.18 -41.3 N/A N/A -47.8 N/A 8.31
2021 37.0 N/A -2.82 -0.55 18.8 N/A N/A 22.4 N/A -5.56
2022 20.1 67.4 1.50 1.46 12.2 N/A N/A 13.8 N/A 3.73
2023 10.5 27.7 1.98 1.80 7.61 N/A N/A 8.20 N/A -0.06
2024 4.36 12.2 1.09 0.88 4.10 N/A N/A 4.14 N/A -0.14
2025 7.43 9.48 1.68 1.58 4.73 N/A N/A 5.26 N/A 0.09
2026 5.89 6.16 1.65 1.55 3.93 N/A N/A 4.31 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 30.3 N/A N/A 129 12.2 21.4 15,790
2013 28.2 N/A N/A 137 12.5 18.9 17,146
2014 31.5 N/A N/A 136 12.9 17.7 17,499
2015 30.7 N/A N/A 129 12.7 19.9 16,449
2016 33.3 N/A N/A 118 12.6 22.3 14,915
2017 33.1 N/A N/A 82.7 12.8 32.0 10,572
2018 35.3 N/A N/A 79.4 13.0 33.6 10,299
2019 32.1 N/A N/A 72.7 12.9 36.8 9,358
2020 -35.5 N/A N/A 35.0 23.8 21.9 8,320
2021 21.9 N/A N/A 40.4 21.2 26.7 8,573
2022 30.5 N/A N/A 43.2 20.1 29.5 8,694
2023 35.3 N/A N/A 44.4 19.7 31.2 8,742
2024 37.9 N/A N/A 44.5 19.7 32.1 8,745
2025 38.7 N/A N/A 45.6 19.3 33.1 8,790
2026 38.8 N/A N/A 46.5 19.0 33.8 8,822

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

National Film Board of Canada
http://www.nfb.ca

Telefilm Canada
http://www.telefilm.ca

Motion Picture Association - Canada
http://www.mpa-canada.org

Industry Jargon BLOCKBUSTER
A highly successful movie.

BOX OFFICE SALES
The total dollar value of admissions for a specific movie or for a year.

CONCESSIONS
Food or drink sales at a theatre.

VIDEO ON DEMAND
An online service that permits subscribers to stream media, usually films or TV shows, or download them to view
later.

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
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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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