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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:

• Revenue for the Real Estate Sales and Brokerage industry in Canada is estimated to decline in 2020 due to falling
demand from both the residential and nonresidential market. For more detail, please see the Current Performance
chapter.

• Since operators rely on commissions from sales and rentals of properties, the industry profit margin has declined
between 2019 and 2020 as commissions fall sharply amid falling demand from residential and nonresidential
markets. For more detail, please see the Cost Structure Benchmarks chapter.

• The Government of Canada released a COVID-19 Economic Response Plan to support Canadians and
businesses enduring economic hardships due to the pandemic. Industry operators may be qualified to apply for
assistance. For more detail, please see the Industry Assistance chapter.
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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 Real Estate Sales and Brokerage industry in Canada sells, buys or rents real estate for others. Industry

operators do not own the property, but act as intermediaries between owners or sellers and buyers or tenants.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Selling residential or commercial real estate on behalf of clients

Buying residential or commercial real estate on behalf of clients

Renting residential or commercial real estate on behalf of clients

The major products and services in this industry are:

Residential rentals

Commercial rentals

Commercial sales

Residential sales

Sale or rental of land

Consulting, transaction advisory and other services
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Supply Chain

SIMILAR INDUSTRIES

Apartment & Condominium
Construction in Canada

Real Estate Investment Trusts in
Canada

Apartment Rental in Canada Property Management in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Commercial Real Estate Real Estate Sales & Brokerage in
the US

Real Estate Agency Franchises Real Estate Services in Australia

Residential Real Estate in China Commercial Real Estate in China Estate Agents in the UK Real Estate Services in New
Zealand

Estate Agents in Ireland      
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Industry at a Glance
Key Statistics

$14.1bn
Revenue

Annual Growth

2015–2020

1.7%

Annual Growth

2020–2025

4.7%

Annual Growth

2015–2025

 

$4.8bn
Profit

Annual Growth

2015–2020

0.0%

  Annual Growth

2015–2020

 

33.7%
Profit Margin

Annual Growth

2015–2020

-2.8pp

  Annual Growth

2015–2020

 

80,970
Businesses

Annual Growth

2015–2020

2.7%

Annual Growth

2020–2025

3.5%

Annual Growth

2015–2025

 

26,988
Employment

Annual Growth

2015–2020

0.8%

Annual Growth

2020–2025

3.9%

Annual Growth

2015–2025

 

$1.6bn
Wages

Annual Growth

2015–2020

-0.1%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

3.8%
Corporate profit

1.9%
Value of residential construction

-0.1pp
Overnight rate

0.8%
Population

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Industry Globalization

Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Technology Change

Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Increasing

  Barriers to Entry
Low / Steady   Competition

High / Increasing

 

Key Trends

 The outbreak of the coronavirus has had a detrimental effect
on the overall economy

 An expanding and progressively wealthy Canadian
population fuelled demand

 A rise in Canadian real estate prices helped profit widen for
the majority of the period

 New mortgage regulations pose a potential threat to
operators

 Gradual yet tempered economic and job growth will likely
support industry expansion

 The threat posed by online competitors will slow demand for
industry services

 For the majority of the period, the industry remained resilient
despite a rampant decline in global crude oil prices
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Overnight rate

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Value of residential construction
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Executive Summary Home sweet home: An increase in disposable income is expected to
bolster residential real estate demand

The Real Estate Sales and Brokerage industry in Canada is closely aligned with the health of the Canadian real
estate market and is expected to grow over the five years to 2020. Industry revenue typically rises with property
prices and real estate transaction volumes as real estate agents are paid on a commission basis and receive their
fee only when they close a deal. Over the past five years, a growing, aging, urbanizing and progressively wealthy
Canadian population has boosted demand for residential properties. These fundamentals increased demand for real
estate brokers and pushed up housing prices, leading to higher industry commissions. As a result, industry revenue
is expected to increase at an annualized rate of 1.6% to $14.1 billion over the five years to 2020. However, as a
result of the COVID-19 (coronavirus) pandemic, industry revenue is anticipated to fall 12.2% in 2020 alone. With the
fall of consumer confidence and per capita disposable income paired with high unemployment, demand for the
industry has dropped in 2020. Despite low interest rates, most consumers are not taking the risk of moving or
borrowing money to buy a house due to the economic uncertainty. Furthermore, due to the decline in demand,
industry profit is also expected to fall in 2020.

However, for the majority of the period, the industry remained resilient despite a rampant decline in global crude oil
prices, which slowed commercial and residential development in resource-rich provinces, such as Alberta and other
parts of Western Canada. This drove down the value of nonresidential construction, which hurt the industry's
commissions. However, strong demand in the residential segment across Canada propelled the value of residential
construction as low interest rates and growing incomes improved demand alongside the increasing investment from
international investors into the Canadian real estate market. These trends enabled the industry's expansion.

Over the five years to 2025, an anticipated increase in disposable income will continue to bolster residential real
estate demand, particularly in major cities such as Toronto and Montreal. In the commercial market, increasing
corporate profit and overall economic growth will likely buoy industry revenue. However, the Office of the
Superintendent of Financial Institutions (OSFI) passed new mortgage regulations in 2017 and 2018 in an effort to
curb a potentially overheated housing market. The effects have already been felt during the first half of 2018, as
approved mortgage applications have declined significantly. This will likely hurt industry operators moving forward,
as a slowdown in housing sales directly affects real estate agent commissions. However, a recovery from the
coronavirus pandemic is expected over the next five years. As a result, industry revenue is expected to increase at
an annualized rate of 4.7% to $17.8 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Value of residential construction

The value of residential construction is an indicator of the level of investment in, and values of, new and existing
residential structures. Higher investment in residential construction boosts housing prices and indicates greater
sales activity. This increases commissions for brokers and agents, benefiting industry revenue. However, the value
of residential construction is expected to decline in 2020, posing a potential threat to the industry.

 

Overnight rate

The overnight rate is a benchmark interest rate that mortgage rates are pegged to. During periods of low or falling
mortgage rates, consumers are able to more easily finance and afford home purchases. In turn, demand for housing
increases, thereby bolstering industry revenue. The overnight rate is expected to decrease in 2020.

 

Corporate profit

An increase in corporate profit generally facilitates higher business spending, which bolsters demand for new office,
retail or manufacturing space and property. With increasing revenue and wider profit, businesses typically expand to
new locations, bolstering demand for real estate brokers, which act as a middleman between buyers and sellers of
nonresidential property. Corporate profit is expected to decline in 2020.

 

Population

Population growth bolsters demand for housing, which pushes up housing prices and associated industry
commissions and brokerage fees. Consequently, population growth generally leads to higher industry revenue and
profit. The population of Canada is expected to grow in 2020, representing a potential opportunity for the industry.
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Current
Performance

The Real Estate Sales and Brokerage industry in Canada includes
brokerage firms and independent representatives that act as agents in the
sale or purchase of houses, apartments, commercial buildings, land and
other real estate.

Most industry operators help consumers buy and sell homes. As a result, factors that affect existing home sales or
the volume of home transactions, such as disposable income levels, consumer access to credit and prevailing
mortgage rates, heavily influence industry demand. Furthermore, real estate brokers derive a significant share of
their incomes from commissions, which are based on a percentage of real estate values. Accordingly, rising housing
prices ultimately boost brokers' commissions and industry revenue. New mortgage regulations passed in 2017 and
2018 in an effort to curb a potentially overheated housing market have weighed on revenue growth. However, rising
values of properties and a strong economy have been favourable trends that have propelled the industry's
expansion for the majority of the period. However, in 2020, the global COVID-19 (coronavirus) pandemic caused a
severe economic downturn. Due to this severe downturn, the industry is expected to experience a dramatic drop in
revenue in 2020. Consequently, overall, the industry is expected to only grow an annualized 1.6% to $14.1 billion
over the five years to 2020. This includes a revenue decline of 12.2% in 2020 due to the coronavirus pandemic.

The outbreak of the coronavirus has had a detrimental effect on the overall economy, as well as the real estate
market in 2020. Operators have begun to rely on virtual tours to sell and rent to residential and commercial buyers to
comply with social distancing protocols. Furthermore, as consumer confidence declines sharply and economic
uncertainty continues, most consumers have postponed moves despite low interest rates, decreasing demand from
residential clients. Moreover, with the drop in corporate profit, which is expected to decline 26.5% in 2020, demand
from commercial clients has also decreased. Consequently, demand for both residential and commercial properties
has decreased, leading to a decline in revenue. Furthermore, despite the industry profit margin increasing for the
majority of the period, the economic downturn in 2020 pushed profit down. The majority of operators are paid on a
commission basis, and therefore, the decline in the volume of transactions has led to a decline in profit.
Consequently, industry profit, measured as earnings before interest and taxes, has decreased from an estimated
36.5% of revenue in 2015 to 33.7% in 2020.

HOUSING MARKET BOOM

Industry performance in the residential sales and rentals market is
determined by several nationwide and local factors.

Population growth, employment and income levels, access to credit and prevailing mortgage rates affect housing
affordability. These factors drive demand and prices up to the benefit of the industry. For the majority of the past five
years, an expanding and progressively wealthy Canadian population fuelled residential real estate demand. For
instance, the national unemployment rate in Canada declined to a four-decade low in 2018, while per capita
disposable income increased for the majority of the period. These factors have significantly contributed to demand
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for houses, and subsequently, demand for real estate brokers and agents. In addition, the Bank of Canada's
commitment to lower interest rates, initially taken to combat falling consumer demand and business spending, has
benefited the housing market. Over the five years to 2020, low short-term lending costs have translated to low
mortgage rates, which have enabled consumers to increasingly finance and afford home purchases. Additionally,
household ownership rates in Canada are high and increasing as the Canadian population increased and levels of
per capita disposable income improved.

Similarly, investment in residential real estate affects housing supply. The value of residential construction, Statistics
Canada's measurement of total residential spending on residential dwellings, is expected to increase for part of the
five-year period. This has been underpinned by a growing economy and high demand from both domestic and
foreign investors taking advantage of low interest rates and a rising house market. The residential segment accounts
for the bulk of industry revenue and this growth in value has been a leading driver of the industry's expansion.
However, the value of nonresidential construction has been volatile over the past five years. The nonresidential
market is estimated to account for more than one-fifth of industry revenue and includes real estate brokerage activity
associated with the sale or lease of retail centres, offices, warehouses and industrial facilities. Although commercial
transactions are far fewer than residential sales, average sale prices and lease contracts are higher and yield
greater individual commission fees for agents. The commercial real estate market is dependent on overall economic
output and the health of the overall business sector, as measured by corporate profit.

PROFIT AND INDUSTRY LANDSCAPE

A rise in Canadian real estate prices has helped profit widen for the
majority of the period, but intensifying competition from new market
entrants and lower-priced online real estate listing websites have
tempered significant profit growth potential.

This industry has low operating costs, but these have slowly risen because of higher licensing and exam fees and
new regulatory compliance requirements under the 2010 Real Estate Brokerage Act, which raised the industry's
barriers to entry by increasing regulatory compliance costs.

Nevertheless, the number of industry operators is expected to increase at an annualized rate of 2.7% to 80,970
companies over the five years to 2020. Likewise, industry employment is expected to increase an annualized 0.8%
to 26,988 employees during the same period. Due to the industry's commission-based structure, the attractiveness
of the profession is heavily tied to housing values and real estate sales volumes. Still, intensifying competition from
more affordable online brokerages and multiple listing real estate services has pressured industry commissions. As
a result, wages as a share of revenue have declined over the past five years.

CONCERNS MOVING FORWARD

The Office of the Superintendent of Financial Institutions (OSFI) passed
new mortgage regulations in 2017 and 2018 in an effort to curb a
potentially overheated housing market.

While 2017 was a banner year for the economy and the housing market reached a peak, the effects have already
been felt during the first half of 2018, as approved mortgage applications declined significantly. In 2018, housing
sales and industry revenue declined as the market cooled. Regulations have also made it harder for foreign
investors to park their money in the country, which has hurt demand and housing prices. This will likely hurt industry
operators moving forward, as a slowdown in housing sales directly affects real estate agents' commissions.
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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)
Housing Starts

(Thousands)
2011 11,034 5,565 65,355 64,451 24,267 N/A N/A 1,348 N/A 193,950
2012 11,184 5,695 66,886 65,866 24,448 N/A N/A 1,382 N/A 214,827
2013 10,741 5,502 65,031 64,027 24,381 N/A N/A 1,392 N/A 187,923
2014 12,007 6,190 67,735 66,771 24,981 N/A N/A 1,599 N/A 189,329
2015 13,021 6,646 71,765 70,776 25,938 N/A N/A 1,643 N/A 195,535
2016 14,912 7,932 78,575 77,432 27,124 N/A N/A 1,663 N/A 197,915
2017 15,969 8,454 83,091 81,628 28,670 N/A N/A 1,787 N/A 219,763
2018 15,637 7,963 86,815 85,112 28,869 N/A N/A 1,822 N/A 212,843
2019 16,088 8,403 84,287 82,772 29,128 N/A N/A 1,784 N/A 208,685
2020 14,131 6,676 81,929 80,970 26,988 N/A N/A 1,636 N/A 149,700



Real Estate Sales & Brokerage in Canada August 2020

14 IBISWorld.com

Industry Outlook
Outlook The Real Estate Sales and Brokerage industry in Canada is expected to

continue growing consistently over the five years to 2025 as the economy
and housing market recover from the COVID-19 (coronavirus) pandemic.

Increasing household ownership rates in Canada, supported by longer-term population growth and rising disposable
income, will likely drive residential real estate demand. However, the industry is expected to experience significant
threats as new mortgage regulations and eventual interest rate hikes will weigh on demand for housing, hindering
industry revenue growth. Industry revenue is expected to grow an annualized 4.7% to $17.8 billion over the next five
years.

TEMPERED PERFORMANCE OUTLOOK

New mortgage regulations pose a potential threat to industry operators in
the short to medium term, as demand for housing has been suppressed
significantly by new stress test requirements.

With less housing activity overall, real estate agents and brokers will have to compete for a smaller share of
commissions and fees, hurting industry revenue. Additionally, the Bank of Canada is expected to pursue a tightening
monetary policy as the economy expands.

Moreover, the recent and rampant decline in oil prices, which occurred early over the five years to 2020, may
continue to threaten industrial, commercial and residential development in Canada's resource-rich provinces. Prior
to the drop in oil prices, real estate demand in Canada's oil hub was running at multiyear highs. Real estate sales in
Alberta started to plummet in 2015 and 2016. However, nonresidential construction is expected to grow after its
slump, which is likely to support revenue growth.

Gradual yet tempered economic and job growth will likely provide the framework for the industry to expand over the
next five years, albeit at a slower rate. Increasing urbanization and an aging population will likely heighten demand
for high-rise condominiums, especially in major cities such as Toronto. Increased construction may lead to greater
sales for this industry. However, an oversupply of condominiums, which are often rented out by buyers, may put
pressure on the traditional apartment rental market, thus jeopardizing prices in this important segment. In the
commercial market, a historically weak Canadian dollar relative to its major trading partners, including the United
States, may breathe new life into Canada's underperforming manufacturing sector, bolstering industrial property
values and increasing industry revenue in industrial centres in regions, including Ontario.

PROFIT AND INDUSTRY LANDSCAPE

Due to economic and industry recovery from the coronavirus pandemic,
the industry profit margin is expected to increase significantly over the
five years to 2025.

Profit, measured as earnings before interest and taxes, is expected to increase from 33.7% of revenue in 2020 to
40.1% in 2025. However, new market entrants will also bring the industry closer to saturation during the latter half of
the five-year period, which will put pressure on industry profit.
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Furthermore, the threat posed by online competitors will slow demand for real estate brokerage services and limit
industry employment growth. The industry's employment is forecast to increase at an annualized rate of 3.9% to
32,605 people over the five years to 2025, tracking alongside industry revenue growth. Employment growth will be
mitigated over the next five years due to a combination of higher competition from online competitors and new
market entrants, high occupational turnover, lower income potential than the preceding decade, higher licensing and
exam fees to enter the industry and new regulatory requirements and compliance costs. Despite slower industry
expansion, high profit relative to other industries ensures that new players will enter the industry. The number of
industry operators is expected to increase at an annualized rate of 3.5% to 96,149 companies over the five years to
2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Housing Starts

 (Thousands)
2020 14,131 6,676 81,929 80,970 26,988 N/A N/A 1,636 N/A 149,700
2021 14,597 7,635 84,703 83,720 27,787 N/A N/A 1,686 N/A 214,100
2022 14,787 7,722 86,839 85,902 28,235 N/A N/A 1,712 N/A 204,000
2023 16,425 8,686 92,170 90,895 30,531 N/A N/A 1,861 N/A 201,000
2024 17,090 9,064 94,971 93,597 31,568 N/A N/A 1,927 N/A 204,000
2025 17,781 9,464 97,635 96,149 32,605 N/A N/A 1,993 N/A 205,000
2026 17,974 9,557 99,079 97,601 33,034 N/A N/A 2,018 N/A 205,350

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is wholehearted market acceptance of the industry’s services

The industry is heavily dependent on the performance of the overall economy

The industry’s products and markets segmentation is unlikely to change significantly

The Real Estate Sales and Brokerage industry in Canada is in the mature phase of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is forecast to increase at an
annualized rate of 3.6% over the 10 years to 2025. Conversely, Canada's GDP is expected to grow at an annualized
rate of 1.4% during the same period. Typically, IVA that outpaces GDP growth puts an industry in the growth phase
of its life cycle. However, other factors highlight this industry's maturity.

For instance, the industry remains heavily dependent on the performance of the overall economy and broad
demographics, such as population growth. In the residential segment, a growing, aging and increasingly wealthy
Canadian population is opting for homeownership at record levels. In the commercial segment, strong corporate
profit, overall economic growth and falling uncertainty levels are supporting commercial property demand from
Canadian and international companies seeking to expand their operations. International investors have also taken
notice of Canada's stable real estate market and have increasingly invested in Canadian real estate properties to
generate attractive investment returns in an otherwise low interest rate environment.

Additionally, there is wholehearted market acceptance of the industry's services, which have existed for decades.
The industry's products and markets segmentation is consolidated and unlikely to change significantly over the next
10 years, which is characteristic of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Apartment Rental in Canada

Commercial Leasing in Canada

Real Estate Investment Trusts in Canada

Key Selling Industries
1st Tier

Payroll & Bookkeeping Services in Canada

Newspaper Publishing in Canada

Wireless Telecommunications Carriers in Canada

Real Estate Appraisal in Canada

2nd Tier

Communications Equipment Manufacturing in Canada

Paper Product Manufacturing in Canada

Products & Services

  Real estate agents are generally paid on a 100.0% commission basis, and
the Canadian Real Estate Sales and Brokerage industry's revenue often
fluctuates significantly depending on sales volumes and prices.

The majority of commissions are related to the sale and rental of residential property, with this segment generating
the majority of industry revenue. The remaining portion of industry revenue is largely generated by nonresidential
sales and rentals, the sale and rental of land and other ancillary services, such as appraisal consulting and property
management.

RESIDENTIAL SALES AND RENTALS

The residential market is composed of all single-family homes, attached
homes for sale or rent and individual apartments.

The residential market segment does not include the sale of entire multifamily apartment complexes. These are
included in the commercial segment because they are generally sold as income-generating properties. The majority
of sales-related services are associated with single-family homes, as this segment accounts for the majority of
homes purchased in Canada. As a proportion of total industry revenue, residential sales account for 54.3% of
industry revenue in 2020. A smaller share of industry revenue, an estimated 11.0%, is accounted for by residential
rentals, as this segment includes individuals and households that chose to rent rather than buy homes.

COMMERCIAL SALES AND RENTALS

Within the commercial market, industry revenue is generated from a
variety of different sectors and industries, including industrial buildings,
apartment buildings, retail space and office towers.

In 2020, commercial sales are estimated to comprise 15.6% of industry revenue. Commercial sales' portion of total
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industry revenue has remained relatively stable over the five years to 2020. However, the volume of commercial
property transactions and new construction stalled from 2014 onward, as an expedient drop in commodity prices led
to lower demand for commercial real estate, especially in resource-rich provinces such as Alberta.

Commercial rentals have also stabilized over the past five years and are projected to account for 6.3% of industry
revenue in 2020. Similar to agents that specialize in real estate sales, brokers specializing in commercial leases are
predominantly paid on a 100.0% commission basis. The most common commission structure for commercial leasing
agents, used for office, industrial and retail leases, is known as the seven and two. This structure offers an incentive
for a real estate broker to sign a client to a long-term lease, as the bulk of the broker's compensation is derived from
multiplying the average annualized gross rent payable over the lease term by 7.0%.

SALES OR RENTAL OF LAND AND OTHER CONSULTING, TRANSACTION AND ADVISORY
SERVICES

Sales or rental of undeveloped or partially developed land accounts for an
estimated 11.5% of industry revenue in 2020.

Industry revenue from the sale or lease of these properties has remained constant over the past decade. For sales
services, industry operators offer clients guidance through every aspect of a transaction, including determining and
setting property prices; negotiating with potential buyers over price; marketing the properties through word of mouth,
websites and newspaper listings; and staging, which entails a variety of services designed to increase the
marketability of a property, including rearranging furniture, painting walls, upgrading appliances and organizing
properties. These services are estimated to account for only 1.3% of industry revenue in 2020.

Demand
Determinants

Demand for the Real Estate Sales and Brokerage industry in Canada is
influenced by changes in property values, lending rates and expected
return on investments (ROI).

Consumer trends such as changes in disposable income and overall economic trends such as employment also
affect demand for brokers. Industry operators' revenue potential is determined by the volume of transactions, since
companies generate revenue on a commission basis each time a client's sale or purchase is completed.
Additionally, since real estate brokerage commissions are calculated as a percentage of the property's value, rising
or falling property prices directly affect operator revenue.

Levels of consumer disposable income directly affect demand for real estate in the residential sector and indirectly
influence demand in the commercial sector. For example, as disposable income rises, more households become
willing to consider buying a new home. Additionally, higher incomes typically boost consumer spending, which in
turn raises demand for retailers and other commercial structure tenants. As companies seek to expand operations
into new spaces, they commonly use agents or brokers to help find the new location.

Finally, demand for real estate purchases can be affected by the return on investment of other kinds of investments,
such as stocks or bonds. Low interest rates set by the Bank of Canada have kept returns for fixed-income securities,
such as Treasury Bills and Bonds at low levels, a trend that has encouraged investors to seek other investments,
such as purchasing real estate.

During the COVID-19 (coronavirus) pandemic and economic downturn caused by the virus, demand for the industry
is expected to decline in both the residential and nonresidential markets due to economic uncertainty. During the
pandemic, per capita disposable income is expected to decline 2.7% in 2020, while unemployment is expected to
rise 63.8% over the same year. This is expected to lead to the rental vacancy rate to increase 27.5% in 2020 as
people are unable to make rent payments. Furthermore, most consumers have postponed their moves. Moreover,
the value of nonresidential construction and the value of residential construction are expected to decline 10.6% and
8.9%, respectively, in 2020.
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Major Markets

  Every real estate transaction is composed of two parties, or sides.

  One party sells or leases the property, and the other party buys or rents the property for use. Real estate agents and
brokers act as advisers or middlemen and represent one of the two parties.

Agents in the Real Estate Sales and Brokerage industry in Canada that work for property sellers try to generate the
highest possible price or rental rate during a transaction, while also minimizing the time it takes to complete a deal.
In contrast, agents that work for buyers attempt to find a property that meets the buyer's requirements while also
negotiating for the lowest possible price or rental rate. Industry operators provide services to two distinct markets,
which are residential and commercial. Both sectors differ dramatically with regard to tenants, leasing terms and
duration. As a result, advisory, sales and representation services can differ dramatically between the two segments.

RESIDENTIAL PROPERTIES

The residential segment primarily services the consumer household
market, as real estate brokers and agents commonly interact with
individuals in search of a home or property to live in.

The residential leasing and ownership market, as well as the sale or leasing of land designated for residential
purposes, accounts for an estimated 75.3% of industry revenue in 2020. This market can be divided into first-time
homebuyers and homebuyers that have already purchased a home.

Residential leases are often shorter in duration and most properties contain more tenants per square metre than
nonresidential building leases, as consumers require less space than businesses and other organizations. As a
result, brokers and agents must be able to handle a high volume of tenant turnover, rental payments, service
requests and tenant issues (e.g. nonpayment or security deposit claims).

COMMERCIAL PROPERTIES

The commercial market comprises office, retail, manufacturing and
warehouse facilities.

In total, this segment is estimated to account for 24.7% of industry revenue in 2020. Nonresidential tenants include a
wide variety of industries and businesses, the largest of which is the office and professional segment, which
comprises an estimated 12.0% of industry revenue. Due to the service-based nature of Canada's economy, real
estate agents and brokers commonly lease or sell office space to financial service companies and professionals,
including accountants, lawyers, insurance companies and computer technology companies.

The retail segment, which includes malls and shopping plazas, movie theatres, restaurants and other consumer-
oriented businesses, accounts for an estimated 9.8% of industry revenue in 2020. Retail properties have
sophisticated clients, so brokers and agents are often required to have skilled personnel to negotiate leases and
deal with tenant issues. Lastly, the sale and lease of manufacturing, warehouse and other commercial properties is
estimated to account for 2.9% of industry revenue in 2020.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Real Estate Sales and Brokerage industry in Canada is a service-based industry that does not engage in the
international trade of goods. However, real estate brokerages do establish foreign subsidiaries to participate in
cross-border transactions. Operators pursuing opportunities abroad tend to be concentrated on the commercial real
estate sector. Domestic real estate brokers and agents also sell Canadian property to foreign investors. While some
of the major players within the industry are large international companies, the bulk of its brokerage operations is
confined to the domestic market. For more information regarding the international activities of industry operators,
see the Industry Globalization section of this report.

Business
Locations

  The Real Estate Sales and Brokerage industry in Canada is highly fragmented and spread out across Canada's vast geography.
The distribution of its establishments closely mirrors that of the overall distribution of the population, with slightly higher
concentration in regions with greater population densities and major commercial centres. While there are numerous large
multinational brokerage firms with franchise operations and international buyers in the Canadian real estate market, the industry is
still highly localized due to the nature of its client-facing services and the familiarity with local demand, supply and pricing
conditions necessary for success in the industry. The four largest provinces with industry establishments are also Canada's most
populous, and include Ontario, British Columbia, Quebec and Alberta.

Ontario

Ontario is Canada's most populous and wealthy, with 38.8% of the total population and median total household incomes above
the national average. It also contains the nation's capital of Ottawa and Canada's most populated city, Toronto, in addition to
being a major manufacturing centre. Due to its significant urban population, residential and commercial real estate activity in this
region is high. Consequently, in 2020, an estimated 51.1% of industry establishments are located in Ontario.

British Columbia

British Columbia is the fastest-growing region for industry operators, comprising an estimated 19.0% of industry establishments in
2020, despite holding just 13.5% of the total population. The region's economy is largely resource-based and poised to be a key
driver of overall GDP growth over the five years to 2025. As a result, its population from immigration and organic growth is
expected to boost residential real estate demand in the region, while investors and commercial firms will boost commercial real
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estate demand as they seek to capitalize on the region's natural resources. Major population regions and notable real estate
markets in the region include Vancouver and Victoria.

Quebec

Quebec also has a high concentration of industry establishments, at an estimated 14.8% in 2020. This region houses Montreal,
the nation's second-most populated metropolitan area, and other notable population centres such as Quebec City, which are also
active commercial and residential real estate markets. Overall, Quebec holds an estimated 22.5% of the total population.

Alberta

Alberta contains an estimated 8.8% of industry establishments in 2020. Over the five years to 2020, the region was a key driver of
GDP growth because it is the primary supply and service hub for oil sands and other northern resources, which increased the
province's share of establishments. However, after the expedient decline in oil and gas prices in 2015 and 2016, real estate sales
volumes and prices declined significantly. This, in turn, pressured real estate sales and brokerage agents that operate in this
region, including Calgary and Edmonton.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Real Estate Sales and Brokerage industry in Canada has a low level of concentration with no operator
accounting for more than 1.0% of industry revenue in 2020. This is primarily due to Canada's small and spread-out
population over a vast geographic area that prevents operators from gaining significant nationwide market share.
Industry services are also highly local and customized to each transaction. Firms operating in a particular
geographic area must have detailed knowledge of local market supply and demand, competition and pricing
conditions to succeed in the industry. In response, many brokerage firms and individual sales agents draw upon the
resources of large brokerage networks, although they operate and are owned independently. Large franchises such
as RE/MAX Holdings Inc. and Royal LePage are brands for a large portion of the industry's operators, but they are
not accounted as operators in the industry since the brokerages they brand are operated by independent owners. As
a result, the industry is highly fragmented under the surface of these large brands.

Key Success
Factors

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

Effective cost controls:
The majority of industry revenue is structured on a 100.0% commission basis. As a result, it is critical to maintain
effective cost controls to operate successfully in the industry because of the potential for large fluctuations in
revenue.

Having contacts within key markets:
A successful real estate broker or agent needs to have a consistent level of property listings to generate
commissions. Brokers or agents generally generate business and listings through referrals and industry contacts.

Business expertise of operators:
Businesses and individuals seek the advice of real estate professionals to assist them in real estate transactions
because of their expertise in local real estate market conditions, including zoning, financing and tax structures.

Proximity to key markets:
Local expertise is critical to success in this industry. Brokers and agents must have presences in local markets to
effectively meet consumer demand.

Specialization in a product/service that is considered essential by legislators:
The Real Estate Sales and Brokerage industry in Canada is an essential service, and therefore, has been able to
continue to operate during the COVID-19 (coronavirus) pandemic.

Adaptability of operations to comply with social distancing protocols:
Employees have been able to continue to work because they are considered essential. However, they altered
practices to adhere to social distancing protocols.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
fall over the five years to 2020. Initially, profit was widening up to 2019,
however, due to falling demand in 2020 as a direct result from the
outbreak of COVID-19 (coronavirus), profit has declined. Operators rely
on commissions from sales and rentals of properties and as
commissions fall sharply amid falling demand from residential and
nonresidential markets, profit is expected to follow. However, industry
profit remains high due to the large percentage of industry enterprises
that are sole proprietorships. The majority of industry agencies and
brokerages operate as franchises or independent businesses.
Franchisees receive most or all of their income as a share of profit,
rather than as salaries. As a result, a significant portion of this
industry's wage costs is reported in the profit segment. Industry profit
has decreased from an estimated 36.5% of revenue in 2015 to 33.7%
in 2020. Intensifying competition from new market entrants and online
real estate brokerage and listing websites is expected to continue to
pressure commissions and profit. However, it is expected that profit will
return to pre-coronavirus highs in 2021 and steadily increase over the
five years to 2025.

 

  Wages

Total wage costs are expected to account for 11.6% of industry
revenue in 2020, down from 12.6% in 2015. Overall, labour costs
include agent commissions on top of base salaries. Most real estate
agents are paid on a 100.0% commission basis rather than as salaried
employees. In fact, many agents technically operate as contractors
within a brokerage and pay a certain fraction of commissions in royalty
fees to the office, which in turn, pays royalties to its parent franchisor if
it uses a franchised trade name. Agent commissions typically range
between 5.0% and 6.0% of the transaction value, though negotiating
this rate lower has become more common since the real estate
market's downturn. Typically, wage costs and commissions rise in line
with industry revenue, which is determined by transaction price and
volume.
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  Purchases

Similar to most service industries, the industry has modest purchase
costs, which include reimbursing agents for expenses, such as fuel and
open houses. In 2020, purchase costs are expected to account for
15.2% of total industry revenue.

 

  Marketing

Marketing expenses are expected to account for 6.3% of industry
revenue in 2020, and are an essential component of an agency's
operating costs. Agents and brokers advertise heavily on billboards,
TV, radio and in newspapers and other publications to differentiate
themselves from rivals in the same geographic region.

 

  Depreciation

Depreciation is anticipated to account for only 2.0% of industry revenue
in 2020, as investments in software and office equipment comprise
most of the industry's depreciation costs.

 

  Rent

Industry operators generally operate on a local or regional scale and
have offices of business. Overall, rent expenses are expected to
account for 2.4% of revenue in 2020, but varies by location.
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  Utilities

Utilities are expected to account for 1.5% of revenue in 2020.

 

  Other Costs

Other expenses include insurance costs, licensing fees, regulatory
compliance costs, association fees, impairments and legal fees. These
expenses are expected to account for the remaining 27.3% of industry
revenue in 2020. Interest expenses are also included under other costs
and include costs associated with debt, including loans and bonds. The
industry generally has low fixed costs due to the commission payment
structure. However, businesses generally take out loans for various
operational activity, including business expansion, office space and
merger and acquisition activity.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Competition in the Real Estate Sales and Brokerage industry in Canada is
high and increasing, primarily due to the industry's low barriers to entry
and steadily rising number of market entrants, especially for online real
estate brokerage and listing services.

Geographic markets can also create a basis for competition. In the residential market in particular, there has been a
tendency for real estate agents and brokers to concentrate on localized markets. The high level of personalized
service required in this industry makes it difficult for operators to grow and compete over a large geographic area.

Marketing and selling skills are important in this sales-based industry. Close attention needs to be paid to factors
such as advertising, developing a referral base and other centres of influence, shop/office fit and layout, as well as
sales staff selection, training, monitoring and motivation. Some agencies may turn away potential customers that do
not fit their market niche (e.g. concentration on prestige or high-value properties). More advertising dollars are being
spent on Internet-based advertising relative to print and other traditional forms of advertising.
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In competing for property listings, real estate agents and brokers emphasize nonprice aspects such as quality of
service. Client prospecting and networking, marketing strength, presentation and marketing skills are the major tools
used by agents to obtain property listings and rental business. A good form of promotion for an agency is the
advertising of listed properties, as property sellers will perceive this as a sign of a successful agency.

In some markets, it may be advantageous to provide a broad range of services extending from property sales to
rental and property management. These economies of scope can provide a captive customer-base and may
promote a company's brand. Back office systems can also be important in customer prospecting, as well as in
leasing and rental management.

The rate of commission can be a major competitive factor, in particular for the market for high value commercial and
residential property sales. In addition, multinational companies are increasingly seeking to form a relationship with
one major global real estate agency to provide real estate leasing and facilities management services. Companies
providing services in this market require strong research and marketing capabilities, and in facilities management, in
particular, strong back-office functions. Furthermore, amid the outbreak of COVID-19 (coronavirus), operators
compete on the basis of their virtual technology, since operators are relying on the internet and virtual showings
amid social distancing protocols.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady

  The Real Estate Sales and Brokerage industry in Canada
has relatively low barriers to entry due to low operational
expenses, start-up costs and licensing requirements. The
internet has further reduced the barriers to entry within
this industry due to the ability of brokers and agents to
inexpensively advertise their business and property
listings to more individuals, businesses and investors.
There are licensing requirements for brokers and agents,
but these vary according to each Canadian province.
Most broker licences generally require a combination of
real estate sales and college experience. In certain
provinces, such as Quebec, a licensed commercial or
residential real estate broker must pass an examination
administered by the Organisme d'autoreglementation du
courtage immobilier du Quebec (OACIQ) and
demonstrate sufficient knowledge of French.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Real Estate Sales and Brokerage industry in Canada has a low level of globalization, characterized by a low
level of foreign ownership and low level of international trade. The majority of operators are Canadian owned and
operated. Prominent industry franchise RE/MAX LLC is US-owned. However, its offices in Canada are locally owned
and operated. Compared with the United States, the Canadian real estate market is small and highly fragmented
across its geography, which makes it difficult for foreign companies to enter the industry and establish significant
market share.

Over the five years to 2025, large operators within the industry are expected to continue to expand global operations
to benefit from growing real estate markets abroad as they rebound from the COVID-19 (coronavirus) pandemic.
This trend is expected to follow the overall globalization trend of the world economy and financial markets. However,
the international expansion of the brokerage business is expected to be limited to the commercial market.
Residential sales generally benefit from personal connections among agents and potential customers. Local sales
agents also are better suited for determining customer demands due to their intimate knowledge of local real estate.
In addition, the residential real estate sales business is traditionally dominated by small, independently owned
offices. This trend is expected to continue because of the low start-up costs and licensing requirements associated
with residential sales.
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Major Companies
There are no major players in this industry

Other Companies The Real Estate Sales and Brokerage industry in Canada comprises primarily small, independently owned and
operated brokerage firms and self-employed individuals. There are several large franchising operations in the
Canadian market that are profiled below. By the number of transactions and aggregated revenue of their individual
brokerage offices, these operators would be major players because they handle a significant share of real estate
transactions in Canada. However, IBISWorld does not classify these companies as major players because each
office is independently owned and operated, despite receiving assistance from its respective parent organization.
There are no individual offices that have more than a 5.0% share of industry revenue.

Bridgemarq Real Estate Services Inc.

  Bridgemarq Real Estate Services Inc. (Bridgemarq) provides support and services to a network of more than 18,000
real estate professionals in more than 620 locations across Canada with significant operations in Toronto.
Bridgemarq provides marketing, promotional, networking partnership and professional development services on
individual brokerage offices and sales agents. Over the five years to 2020, Bridgemarq has increasingly invested in
technology. In 2014, the company redesigned its intranet platform, making it easier for its agents to manage client
referrals. In 2015, many of Bridgemarq's clients had access to Google LLC's commute cloud, which enabled
potential homeowners to find properties within a defined distance from their work.

Over the five years to 2020, the company has expanded organically and through a series of strategic acquisitions
within the residential real estate market. For example, in 2015, Bridgemarq vastly expanded its multibrand real
estate franchising operations. The company now manages more than 1,500 agents operating under the Royal
LePage and Via Capitale brands. Additionally, in January 2017, the company acquired contracts representing an
additional 568 real estate brokers. Most recently, in January 2018, the company acquired contracts representing an
additional 563 brokers. Other notable brands in Bridgemarq's portfolio include Johnston & Daniel and Prudential.
Royal LePage is the largest franchise Bridgemarq owns, with the largest brokerage in Toronto.

RE/MAX Holdings Inc.

  RE/MAX Holdings Inc. (RE/MAX) is a global real estate company with an estimated 130,900 agents located in over
8,600 offices across 118 countries. The company was founded in 1973 in Denver, and is still privately held by its
original founders. The company's franchise network is categorized as a system of franchisee-owned and operated
offices that employ independent real estate agent professionals.

RE/MAX is Canada's leading real estate brokerage franchise with over 21,000 agents situated in more than 700
independently owned and operated offices in Canada. It has a leading sales presence in more than 150 local
markets across Canada. The company mainly operates in Canada through independently owned franchise offices
and generates revenue by collecting monthly and annual dues from its agents that act as independent contractors
working under RE/MAX-affiliated real estate brokers. In return, RE/MAX provides its brokers and agents with
corporate services, including advertising, training and back office support.

RE/MAX is a franchise, so it does not own its brokerage locations. Therefore, the industry is highly fragmented as
each operator generates revenue independently under the RE/MAX brand. The company's largest brokerages in
Canada are RE/MAX Realtron Realty Inc. in Markham, ON, and RE/MAX Real Estate in Edmonton, AB.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Real Estate Sales and Brokerage industry in Canada
has a medium level of capital intensity. IBISWorld
estimates that the average operator spends $0.17 in capital
investment for every $1.00 spent on wages. The majority of
industry expenses are related to labour. Similar to most
service industries, real estate agencies and brokerages
rely on the knowledge and abilities of employees, whether
in-house or contracted agents, rather than the productive
capabilities of depreciable machinery to generate revenue.
Agents are typically paid on a majority commission basis,
the fees for which range between 2.5% and 5.0% of the
transaction value. However, many of these commissions
get reported as profit, inflating capital intensity. The
industry's capital intensity has increased since, as
operators slowly increased investments in productivity-
enhancing technology. Moreover, capital intensity is not
expected to change noticeably over the five years to 2025.

The capital goods purchased by real estate offices are
usually limited to computers and other office equipment.
Some may invest in modern video conference equipment
for holding meetings with important clients. Communication
services, including mobile phone and internet access, are
very important for industry operations, but the costs
associated with these services are relatively low.
Furthermore, a large part of industry activity is conducted
out of the office, whether in showing listed properties to
individual parties or holding open houses.
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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 High Innovation
Concentration

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

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

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.

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 rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

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

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

The Real Estate Sales and Brokerage industry in Canada comprises a key role
in the supply chain of the real estate sector and benefits from low external
competition and wholehearted market acceptance.

Moreover, the complicated nature of real estate has protected it from major technological disruptions that could hurt
demand for real estate brokers and salesmen. However, there have been technological developments that have aided the
trend of bypassing brokers to negotiate properties. Applications and websites have facilitated the flow of information and
have enabled sellers to publicize their properties and deal with potential buyers directly. However, this trend is primarily a
feature of the residential real estate sector since commercial sales and leasing operations are of higher value and more
complex. As a result, this trend has yet to create a major dent in demand for the industry's services, but it has forced
operators to change some procedures to increase the value add of their services to remain competitive.

The level of technology change is    Medium

  The Real Estate Sales and Brokerage industry in Canada has a moderate and
increasing level of technological change in its operating environment.

Overall, technology change has been a mixed bag that has both positively and negatively affected industry revenue and



Real Estate Sales & Brokerage in Canada August 2020

29 IBISWorld.com

profit. The most significant advances in technology and systems for the industry are largely associated with the internet.
The internet has revolutionized the industry in terms of listing properties and acquiring customers. Dedicated real estate
listing sites such as Zillow, LoopNet and Trulia offer services for consumers and businesses seeking to buy, sell or rent a
home or commercial property as well as for professional agents and brokers interested in advertising their listings online. In
addition to offering listings, these sites analyze real estate market data to present consumers with chronological trends and
neighbourhood statistics.

Technology has enabled brokers to expand operations by making listings more readily available to a larger number of
customers at a relatively low price and improved their ability to market their services and communicate with clients.
Operators are leveraging their internet capabilities to show spaces to potential buyers virtually. This has been especially
beneficial for both operators and clients during the COVID-19 (coronavirus) pandemic. At the same time, such innovations
are projected to hurt the industry as these tools enhance the ability for individuals to sell their land privately. Competition
from lower cost real estate brokerage and listing websites squeezed profit over the past five years and is expected to
continue slowly eroding average commissions and profit over the five years to 2025.

Technology is also used to manage back office functions including accounting, bookkeeping and operations. The industry
has benefited from the improvements in technology associated with storing, processing and accessing information.
Automated services associated with accounts payable and other back-office functions have also reduced administrative
costs. The improvements in technology have also lowered costs associated with processing payments and analyzing data.
This trend is expected to continue, especially as technology systems decrease in cost.

Revenue
Volatility

The level of volatility is    Medium

  The Real Estate Sales and Brokerage industry in Canada has exhibited a
moderate level of revenue volatility.

Although this industry is sensitive to general macroeconomic conditions, the drivers that directly influence industry
performance have increased steadily over the five years to 2020 with the exception of 2020 due to the global COVID-19
(coronavirus) pandemic. Economic factors such as home prices, home demand and supply, interest rates, employment
rates, GDP expansion and population growth are contributing to the industry's expansion over the five years to 2020.
Revenue is affected by demand and housing prices since commissions grow with the values of properties. Therefore,
swings in home values will translate into revenue volatility. This trend has partly created volatility in the market during the
period.

While industry revenue is expected to grow on an annualized basis, 2020 is expected to be a down year for the industry as
a result of a moderate decline in existing home sales amid the outbreak of coronavirus. Furthermore, new mortgage
regulations and rising interest rates will likely hinder demand for housing, as consumer purchasing power has been cut
considerably, while price appreciation in the real estate market has continued. As a result, the significant cooling of the
housing market is projected to lead to industry revenue declining 12.2% in 2020.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing
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The Real Estate Sales and Brokerage industry in Canada has a heavy and
increasing level of regulation over the five years to 2020.

These regulations contain general standards for, and prohibition on, the conduct of real estate brokers and sales
associates, including those relating to licensing of brokers and sales associates, fiduciary and agency duties, administration
of trust funds, collection of commissions, advertising and consumer disclosures.

In particular, the Real Estate Brokerage Act in 2010 significantly increased the compliance and licensing costs for industry
operators that resulted in a slowdown in industry employment growth. It also requires brokers to verify and demonstrate the
accuracy of documents they receive from clients, which has led to slower adoption of online-shopping and communications
technologies by industry brokers compared with other consumer-facing industries. Agents and brokers are regulated by
organizations such as the Organisme d'autoreglementation du courtage immobilier du Quebec (OACIQ), which oversees
and documents broker practices. New brokers must pass QACIQ exams and demonstrate sufficient knowledge of French.
No formal training is required, but brokers are strongly advised to hold an Attestation of College Studies in a residential real
estate brokerage program. Over the next five years, IBISWorld expects the level of industry regulation to continue
increasing as laws governing industry practices are updated to reflect the industry's increasing use of the Internet to market
services, communicate with clients and arrange transactions.

Additionally, the Office of the Superintendent of Financial Institutions (OSFI) passed new mortgage regulations in 2017 and
2018 in an effort to curb a potentially overheated housing market. The effects are already felt during the first half of 2018,
as approved mortgage applications have declined significantly. This will likely hurt industry operators moving forward, as a
slowdown in housing sales directly influences real estate agent commissions.

Industry
Assistance

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

The Real Estate Sales and Brokerage industry in Canada does not receive
direct industry assistance in the form of tariffs or direct financial assistance.

The Canadian government does indirectly influence the industry by providing federally backed mortgages to promote
mortgage market stability. It also influences lending standards and limits access to credit to limit new housing supply and
provide real estate pricing stability. The Bank of Canada also sets overnight bank lending rates, which mortgage rates are
pegged to, thereby indirectly affecting housing demand through influencing real estate affordability.

The Canadian Real Estate Association (CREA) is the industry's largest trade association, with a membership of more than
100 provincial associations and regional real estate boards, and more than 100,000 real estate brokers, agents and
salespeople. The CREA represents industry interests advocating for legislation, providing national standards and promoting
industry businesses.

In response to the global spread of COVID-19 (coronavirus), the Government of Canada released a COVID-19 Economic
Response Plan to support Canadians and businesses enduring economic hardships due to the pandemic. The government
announced support for small businesses including new measures that help businesses stay open and their workers
employed. Included in these measures are expanding the Canada Emergency Business Account to businesses that paid
between $20,000 and $1.5 million in total payroll in 2019. The program was previously available to businesses with payrolls
between $50,000 and $1.0 million. Second, the government intends to premiere the Canada Emergency Commercial Rent
Assistance program for small businesses. The program is expected to provide loans to commercial property owners who in
turn will lower or forgo the rent of small businesses for the months of April, May and June. The government would have to
collaborate with provinces to introduce the program. Additional support is available for businesses including the Canada
Emergency Wage Subsidy (CEWS), which is a subsidy that generally covers 75.0% of an employee's wages, up to $847.00
per week. The program is open between March 15, 2020 and June 6, 2020.
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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)
Housing Starts

(Thousands)
2011 11,034 5,565 65,355 64,451 24,267 N/A N/A 1,348 N/A 193,950
2012 11,184 5,695 66,886 65,866 24,448 N/A N/A 1,382 N/A 214,827
2013 10,741 5,502 65,031 64,027 24,381 N/A N/A 1,392 N/A 187,923
2014 12,007 6,190 67,735 66,771 24,981 N/A N/A 1,599 N/A 189,329
2015 13,021 6,646 71,765 70,776 25,938 N/A N/A 1,643 N/A 195,535
2016 14,912 7,932 78,575 77,432 27,124 N/A N/A 1,663 N/A 197,915
2017 15,969 8,454 83,091 81,628 28,670 N/A N/A 1,787 N/A 219,763
2018 15,637 7,963 86,815 85,112 28,869 N/A N/A 1,822 N/A 212,843
2019 16,088 8,403 84,287 82,772 29,128 N/A N/A 1,784 N/A 208,685
2020 14,131 6,676 81,929 80,970 26,988 N/A N/A 1,636 N/A 149,700
2021 14,597 7,635 84,703 83,720 27,787 N/A N/A 1,686 N/A 214,100
2022 14,787 7,722 86,839 85,902 28,235 N/A N/A 1,712 N/A 204,000
2023 16,425 8,686 92,170 90,895 30,531 N/A N/A 1,861 N/A 201,000
2024 17,090 9,064 94,971 93,597 31,568 N/A N/A 1,927 N/A 204,000
2025 17,781 9,464 97,635 96,149 32,605 N/A N/A 1,993 N/A 205,000

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Housing

Starts (%)
2011 1.83 1.33 5.08 5.02 4.92 N/A N/A 6.71 N/A 2.11
2012 1.36 2.33 2.34 2.19 0.74 N/A N/A 2.49 N/A 10.8
2013 -3.97 -3.40 -2.78 -2.80 -0.28 N/A N/A 0.70 N/A -12.5
2014 11.8 12.5 4.15 4.28 2.46 N/A N/A 14.9 N/A 0.74
2015 8.44 7.36 5.94 5.99 3.83 N/A N/A 2.79 N/A 3.27
2016 14.5 19.3 9.48 9.40 4.57 N/A N/A 1.19 N/A 1.21
2017 7.08 6.57 5.74 5.41 5.69 N/A N/A 7.48 N/A 11.0
2018 -2.08 -5.81 4.48 4.26 0.69 N/A N/A 1.91 N/A -3.15
2019 2.88 5.53 -2.92 -2.75 0.89 N/A N/A -2.05 N/A -1.96
2020 -12.2 -20.6 -2.80 -2.18 -7.35 N/A N/A -8.32 N/A -28.3
2021 3.29 14.4 3.38 3.39 2.96 N/A N/A 3.03 N/A 43.0
2022 1.30 1.14 2.52 2.60 1.61 N/A N/A 1.54 N/A -4.72
2023 11.1 12.5 6.13 5.81 8.13 N/A N/A 8.72 N/A -1.48
2024 4.04 4.35 3.03 2.97 3.39 N/A N/A 3.52 N/A 1.49
2025 4.04 4.40 2.80 2.72 3.28 N/A N/A 3.43 N/A 0.49

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 50.4 N/A N/A 455 12.2 0.37 55,557
2012 50.9 N/A N/A 457 12.4 0.37 56,524
2013 51.2 N/A N/A 441 13.0 0.37 57,077
2014 51.6 N/A N/A 481 13.3 0.37 63,989
2015 51.0 N/A N/A 502 12.6 0.36 63,347
2016 53.2 N/A N/A 550 11.2 0.35 61,304
2017 52.9 N/A N/A 557 11.2 0.35 62,340
2018 50.9 N/A N/A 542 11.6 0.33 63,099
2019 52.2 N/A N/A 552 11.1 0.35 61,261
2020 47.2 N/A N/A 524 11.6 0.33 60,623
2021 52.3 N/A N/A 525 11.5 0.33 60,665
2022 52.2 N/A N/A 524 11.6 0.33 60,627
2023 52.9 N/A N/A 538 11.3 0.33 60,958
2024 53.0 N/A N/A 541 11.3 0.33 61,033
2025 53.2 N/A N/A 545 11.2 0.33 61,123

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

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

Canada Mortgage and Housing Corporation
http://www.cmhc-schl.gc.ca

The Canadian Real Estate Association
http://www.crea.ca

Service Canada
http://www.servicecanada.gc.ca

Industry Jargon FORECLOSURE
The legal process in which an owner's right to a property is terminated, usually because the owner defaulted on the
property's mortgage.

FRANCHISE
A form of business that operates under a contract agreement and usually pays a business organization a fee to
operate under the franchiser's trade name.

REAL ESTATE BROKER
An individual who runs a real estate office and manages agents.

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
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players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2020 IBISWorld Inc.


	 
	 
	Contents

	COVID-19 (Coronavirus) Impact Update
	About IBISWorld


	About This Industry
	Industry Definition
	Major Players
	Main Activities
	The primary activities of this industry are:
	The major products and services in this industry are:

	Supply Chain
	SIMILAR INDUSTRIES
	RELATED INTERNATIONAL INDUSTRIES


	Industry at a Glance
	Executive Summary

	Industry Performance
	Key External Drivers
	Value of residential construction
	Overnight rate
	Corporate profit
	Population

	Current Performance

	Industry Outlook
	Outlook
	Industry Life Cycle

	Products & Markets
	Supply Chain
	Products & Services
	Demand Determinants
	Major Markets
	Business Locations

	Competitive Landscape
	Market Share Concentration
	Key Success Factors
	Cost Structure Benchmarks
	Basis of Competition
	Barriers to Entry
	Industry Globalization

	Major Companies
	 
	There are no major players in this industry

	Other Companies
	Bridgemarq Real Estate Services Inc.
	RE/MAX Holdings Inc.


	Operating Conditions
	Capital Intensity
	Technology & Systems
	Revenue Volatility
	Regulation & Policy
	Industry Assistance

	Key Statistics
	Industry Data
	Annual Change
	Key Ratios

	Additional Resources
	Additional Resources
	Industry Jargon
	Glossary


