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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 is still expected to increase in the Canadian Car Rental industry over the five years to 2021, despite the
adverse economic effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current
Performance chapter.

· Although revenue has been able to grow, industry profit will likely decrease over the five years to 2021. This is
mainly attributed to the coronavirus pandemic, which has caused a massive decline in the number of air travellers.
For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from all of the industry's major markets decreased in 2020; however, as the economy recovers and social
restrictions ease, demand is expected to slowly rise above prepandemic levels. For more detail, please see the
Major Markets chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in the Car Rental industry in Canada rent and lease passenger cars without drivers, which are often used

for short periods of time. Car rental agencies provide hearses, limousines and passenger cars, including
automobiles, minivans and sport-utility vehicles (SUVs). Car rentals typically last 30 days or fewer, while leasing
agreements typically last 12 months or longer. The industry excludes the rental or leasing of cars with drivers.

Major Players Enterprise Rent-A-Car

Avis Budget Group

Hertz Global Holdings Inc.

Main Activities The primary activities of this industry are:

Passenger car rental

Passenger car leasing

The major products and services in this industry are:

Airport rental services

Off-airport rental services

Leasing services
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Supply Chain

SIMILAR INDUSTRIES

New Car Dealers in Canada International Airlines in Canada Auto Leasing, Loans & Sales
Financing in Canada

Taxi & Limousine Services in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Car Rental in the US Car Sharing Providers Fleet Car Leasing Passenger Car Rental and Hiring in
Australia

Car Rentals in China Car Rental & Leasing in the UK Passenger Car Rental and Hiring
in New Zealand

Motor Vehicle Rental and Leasing in
Ireland
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Industry at a Glance
Key Statistics

$4.9bn
Revenue

Annual Growth

2016–2021

1.8%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

$533.4m
Profit

Annual Growth

2016–2021

-1.6%

  Annual Growth

2016–2021

 

10.9%
Profit Margin

Annual Growth

2016–2021

-2.0pp

  Annual Growth

2016–2021

 

1,876
Businesses

Annual Growth

2016–2021

-1.8%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

15,820
Employment

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

 

$765.8m
Wages

Annual Growth

2016–2021

0.2%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from transportation and
warehousing

8.1%
World price of crude oil

2.3%
Per capita disposable income

10.4%
Corporate profit

-35.1%
Inbound international travel

 
Industry Structure

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Steady

NEGATIVE IMPACT

  Capital Intensity
High   Industry Assistance

Low / Steady

  Competition
High / Increasing

 

Key Trends

 Greater automation of business activities has contributed to
declining wages

 Consolidation among larger operators has continued to
shape the industry

 Car sharing has quickly become a prominent segment for
large car rental players

 Strategic alliances with airlines and hotels will likely remain
an important competitive advantage

 Operators are expected to invest in new vehicles

 Operators are likely to seek additional cost savings through
automation

 The average industry profit margin is expected to decrease
despite rising consolidation
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Inbound international travel

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  World price of crude oil
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Executive Summary On the road: Industry growth will likely be bolstered by increased
corporate profit

The Car Rental industry in Canada has expanded at a steady rate over the five years to 2021. However, the industry
still endured a significant decline in revenue in 2020 due to the COVID-19 (coronavirus) pandemic. Despite this, the
industry has performed well during most of the period. However, the number of air travellers, the industry's primary
source of revenue, has decreased alongside losses in tourism expenditure, in addition to increasing unemployment.
More travellers and increased spending on tourism between 2016 and 2019 enabled industry revenue growth during
the period overall, which has risen an annualized 1.8% to $4.9 billion over the five years to 2021, including an
increase of 6.3% in 2021 alone. This increase in 2021 can be mainly attributed to the recovering domestic economy
after the worst adverse economic effects due to the coronavirus pandemic.

During the period, the industry has continued to consolidate, leaving three dominant global brands, including
Enterprise Holdings Inc. (Enterprise Holdings), Hertz Global Holdings Inc. (Hertz) and Avis Budget Group Inc. (Avis),
with various degrees of strong market share. The industry has experienced several acquisitions over the past
decade, including the acquisition of Dollar Thrifty by Hertz in an attempt to gain market share in the leisure budget
travel market. Additionally, while the number of industry operators has declined over the five years to 2021, so has
the number of establishments. Despite this consolidation, the average industry profit margin is still expected to
decrease due to the coronavirus pandemic affecting operating conditions. Overall, the number of industry
establishments is estimated to decrease at an annualized rate of 0.9% to 2,833 locations over the five years to
2021.

Rising domestic travel, bolstered by an expanding Canadian economy, is projected to increase demand for industry
services over the five years to 2026. In addition to rising air travel, industry growth will likely be bolstered by growth
in personal income and generous corporate travel budgets, with corporate profit forecast to increase at an
annualized rate of 2.6% over the next five years. As a result of these trends, industry revenue is forecast to grow at
an annualized rate of 3.1% to $5.7 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Inbound international travel

More international arrivals by foreign nationals, whether for business or leisure, will likely lead to greater car rental
activity at airports. Therefore, when the rate of inbound international travel increases, so will demand for industry
services. Inbound international travel is expected to decrease significantly in 2021, posing a potential threat to the
industry.

 

Per capita disposable income

Per capita disposable income measures the amount of money a consumer can spend on nonessential items such as
travel. When income rises, people tend to spend more on vacations, increasing demand for car rental services. Per
capita disposable income is expected to decrease in 2021.

 

Corporate profit

Growing corporate profit drives business travel, as increased corporate profit can lead to larger travel budgets,
enabling businesses to send more staff to client sites, conferences and other face-to-face meetings. Corporate profit
is expected to increase in 2021.

 

Demand from transportation and warehousing

Travel companies often lease passenger vehicles to ensure up-to-date equipment. Therefore, an increase in
demand from transportation and wholesaling positively affects revenue for the industry. In 2021, demand from
transportation and warehousing is expected to increase, representing a potential opportunity for the industry.

 

World price of crude oil

High gasoline prices, which are dictated by trends in crude oil prices, tend to constrain consumer spending on car
rentals and other vehicle purchases. For instance, consumers with access to public transportation typically avoid
renting a vehicle when gasoline prices rise. The world price of crude oil is expected to increase in 2021.
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Current
Performance

The Car Rental industry in Canada has exhibited consistent revenue
growth over most of the five years to 2021.

Between 2017 and 2019, the national unemployment rate slowly improved, levels of disposable income increased
and consumers continued to spend. More importantly, consumers spent more on leisure activities, such as domestic
travel, during that period. These trends have been important drivers for the industry's growth overall, as air travellers
represent the industry's primary market, and a strong decline in inbound international travel has hurt revenue
generated from airport car rentals in recent years. Despite the decrease in inbound international travel, industry
revenue is estimated to still grow, increasing at an annualized rate of 1.8% to $4.9 billion over the five years to 2021,
including an increase of 6.3% in 2021 alone. This increase in 2021 can be mainly attributed to the recovering
economy following the worst of the COVID-19 (coronavirus) pandemic.

Sharp declines in inbound international travel, corporate profit and consumer confidence, as well as a rapid increase
in unemployment, all contributed to the substantial decline in industry revenue in 2020. The coronavirus pandemic
has caused massive economic slowdowns and closed international borders, which all play a major role in demand
for industry operators. However, since the industry exhibited strong demand during most of the period, it has
managed to still grow despite the global pandemic. In addition, as Canada begins to open up its borders and ease
restrictions, the sharp rise in consumer confidence and consumer spending is expected to spur revenue growth in
2021.

STRONG CONSUMER CONDITIONS

The primary factors driving growth for industry operators have been
economic trends that support greater travel activity.

However, national employment and wages' share of revenue have declined due to the coronavirus pandemic,
causing consumer confidence to decrease 27.2% in 2020 alone. Despite these key external drivers falling in 2020,
they have performed particularly well during most of the period, rising between 2016 and 2019, which has enabled
consumers to have greater budgets for travel, ultimately driving demand for rental car services. Typically, this
demand is greater for airport travel since consumers leave their cars behind. However, off-airport rental maintains a
significant revenue stream.

PROFIT TRENDS

The average industry profit margin has decreased during the period.

In 2021, industry profit, measured as earnings before interest and taxes, is expected to comprise 10.9% of industry
revenue, down from 12.9% in 2016. Over the five years to 2021, technology has enabled cost-conscious customers,
including business travellers, to more easily compare rates available from rental companies, hurting profit as price
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competition increased. Furthermore, industry operators have invested heavily in technology to promote automation.
Greater automation of business activities, including self-service kiosks and online reservations, has also contributed
to wages declining as a share of revenue over the past decade. Subsequently, industry employment has declined at
an annualized rate of 0.4% to 15,820 workers over the five years to 2021.

CONSOLIDATING COMPANIES

Consolidation among larger operators has continued to shape the
industry over the past five years, with the four largest players anticipated
to collectively generate 70.0% of revenue for the industry.

The industry's largest companies maintain several competitive advantages over their smaller rivals. These
companies have formidable brand strength, car repurchase agreements with manufacturers that reduce their net car
purchase costs and strategic partnerships with airlines and hotels. Consequently, smaller companies are hard-
pressed to compete directly with these major players. Small, unproductive agencies have either ceased operations
or have been acquired by larger companies.

Consequently, the number of industry operators has declined over the past decade. Increased merger and
acquisition activity has driven rental car companies to close redundant locations. Despite rising revenue, car rental
companies have still sought to streamline operations and focus on their most profitable locations or new services
such as car sharing. Consequently, the number of industry enterprises is anticipated to decrease at an annualized
rate of 1.8% to 1,876 companies over the five years to 2021.

ALTERNATIVE GROWTH

During the period, many industry operators have continued to expand into
off-airport markets, providing additional avenues for growth.

For example, demand for insurance replacement rentals, which involves renting a car because of repairs to, or theft
of, a consumer's personal vehicle, is more stable than air traveller demand. Additionally, car sharing has grown over
the past five years as both traditional car rental companies and new operators seek to gain market share. Car
sharing, which targets urban customers that require a vehicle for only an hour or two, involves booking a car online
and retrieving it from a designated parking spot. Members pay an hourly rate and a small annual fee. Car sharing
has quickly become a prominent segment for large car rental players.

While car sharing is still considered a car rental activity, the modified structure creates a more flexible experience for
customers. Each of major car rental companies now has a car sharing division. Prior to the current period, Hertz
Global Holdings Inc. launched its in-house car sharing division, Hertz 24/7, while Enterprise Holdings Inc. purchased
the existing car sharing operator Mint Cars On-Demand. Additionally, Avis Budget Group Inc. acquired Zipcar for
$491.0 million. These companies have also rapidly expanded pick-up locations in urban areas in an attempt to
attract new customers seeking car rental convenience. Car sharing revenue has expanded over the past five years
and is expected to constitute a growing source of industry demand moving forward.
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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 4,342 2,689 3,014 2,355 15,224 N/A N/A 696 N/A 28,883
2013 4,104 2,457 3,044 2,237 14,299 N/A N/A 653 N/A 29,369
2014 4,173 2,499 3,096 2,204 15,638 N/A N/A 687 N/A 29,466
2015 4,322 2,522 3,008 2,099 16,629 N/A N/A 733 N/A 30,804
2016 4,480 2,589 2,966 2,059 16,136 N/A N/A 758 N/A 30,332
2017 4,730 2,707 2,971 2,048 16,425 N/A N/A 783 N/A 30,675
2018 4,892 2,817 2,783 1,921 16,059 N/A N/A 765 N/A 30,647
2019 5,186 2,940 2,747 1,854 16,179 N/A N/A 789 N/A 30,852
2020 4,602 2,463 2,783 1,851 15,160 N/A N/A 731 N/A 33,416
2021 4,893 2,743 2,833 1,876 15,820 N/A N/A 766 N/A 31,560
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Canadian Car Rental industry

will likely be driven by rising per capita disposable income, increasing
consumer confidence and a rise in inbound international travel.

However, volatile fuel prices threaten the stability of the industry's future expansion, as consumers remain cautious
of industries heavily linked to gas prices. Consolidation is also expected to slow as a few companies that already
own a large portion of the total market may encounter regulatory problems if further acquisitions are made. To this
end, there also remains room for companies to enter the industry through leasing and car sharing programs.
Meanwhile, strategic alliances with airlines and hotels will likely remain an important competitive advantage for large
companies. Such partnerships will likely provide rental car companies with a steady stream of referral business
moving forward, with coordinated reward programs adding additional loyalty incentives for consumers.

GROWING REVENUE

Industry revenue is forecast to increase at an annualized rate of 3.1% to
$5.7 billion over the five years to 2026.

Business and leisure travellers are anticipated to spend more, leading to steady revenue growth from airport
markets. Off-airport markets are less sensitive to volatility in the number of air travellers because these operators
rely more heavily on demand for insurance and repair replacement rentals. Additionally, car sharing programs
account for a small, but growing percentage of industry revenue. These car sharing programs, which offer car
rentals at hourly rates rather than per day, are expected to expand as consumers become more aware of their
existence and companies enter additional markets.

RISING COMPETITION

The industry is expected to contend with rising external competition over
the next five years as the transportation business continues to rapidly
evolve.

The increasing popularity of ride-sharing services, such as Uber and Lyft, present low-cost alternatives to car rental
services for both business and leisure travellers at the airport. Rather than completing the multistep car rental
process, customers are turning to the convenience of user-friendly ride-sharing apps for transportation during their
trips.

Despite the growth in ride-sharing platforms, which redirect a portion of demand away from rental agencies,
operators are still expected to invest in new vehicles, automating technologies and strategic partnerships. For
example, in October 2021, Hertz Global Holdings Inc. (Hertz), announced that it will invest in the largest electric
vehicle rental fleet, which includes an order of 100,000 Tesla Inc. (Tesla) vehicles by late 2022. This strategy will
likely help the company appeal to a wide demographic of people who prefer using Tesla products. In addition, this
strategy will also likely appeal to consumers who are environmentally cautious and attempt to minimize their carbon
footprint. In addition, Enterprise Holdings Inc. (Enterprise) has invested in streamlining a low-contact rental
experience by introducing ReadyPass, a mobile app that enables users to check in up to 48 hours before your
rental. Finally, Enterprise has recently partnered with the Canadian Automobile Association (CAA), which provides
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emergency roadside service, travel services and comprehensive insurance offerings. This partnership will likely
entice CAA members to rent with Enterprise due to the added benefits consumers receive during their rental. In light
of these recent investment trends, IBISWorld expects the average industry profit margin, measured as earnings
before interest and taxes, to account for 11.3% of revenue in 2026, up from 10.9% in 2021.

EXPANSION

While the number of industry operators is expected to rise over the five
years to 2026, the industry's major players are also anticipated to expand
their operations across Canada.

Consequently, IBISWorld expects the number of industry establishments to increase at an annualized rate of 1.2%
to 3,003 locations over the five years to 2026.

Operators are also likely to seek additional cost savings through automation, primarily by investing in technology
that reduces industry dependence on labour. Automated fleet management systems that track the rental and return
process are already used to a high degree within the industry, and further improvements will likely be conducted
over the five years to 2026. However, employment is still expected to grow, rebounding from the sharp decline
experienced in 2020 due to the COVID-19 (coronavirus) pandemic. Industry employment is estimated to grow at an
annualized rate of 2.3% to 17,686 workers over the next five years. Following employment growth, wages are also
expected to increase, rising at an annualized rate of 2.4% to $863.3 million over the five years to 2026.

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 4,893 2,743 2,833 1,876 15,820 N/A N/A 766 N/A 31,560
2022 5,360 2,970 2,920 1,924 16,831 N/A N/A 820 N/A 32,740
2023 5,482 3,038 2,940 1,934 17,092 N/A N/A 833 N/A 32,722
2024 5,576 3,098 2,959 1,943 17,320 N/A N/A 845 N/A 32,677
2025 5,643 3,146 2,973 1,950 17,491 N/A N/A 854 N/A 32,707
2026 5,705 3,182 3,003 1,968 17,686 N/A N/A 863 N/A 32,786
2027 5,750 3,215 3,035 1,989 17,857 N/A N/A 871 N/A 32,886
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Technological innovation is slow and provides competitive advantages

Some companies are expanding into local markets with programs such as car sharing

Mergers, acquisitions and cost pressures have reduced the number of industry enterprises

The Car Rental industry in Canada is in the mature stage of its economic life cycle. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is projected to grow at an annualized rate of 2.1%
over the 10 years to 2026. Comparatively, Canadian GDP is forecast to increase at an annualized rate of 1.9%
during the same period. Although IVA growth that outpaces GDP growth typically indicates a growing industry, other
factors point to the industry's maturity.

The industry has experienced modest technological innovation in recent years, reinforcing the industry's mature
status. New technologies, such as online reservations, provide advantages such as reduced customer acquisition
costs. However, these advantages flow on to existing companies and do not produce new entrants or new markets.
While some companies are expanding into local markets with programs such as car sharing, these programs
represent a specific kind of car rental, not a radical departure from past service offerings. Success in new markets
will likely add incremental growth and will not quickly change the industry's structure.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Public Administration in Canada

2nd Tier

Life Insurance & Annuities in Canada

Car Body Shops in Canada

Key Selling Industries
1st Tier

Car & Automobile Manufacturing in Canada

SUV & Light Truck Manufacturing in Canada

Automobile Wholesaling in Canada

2nd Tier

Construction Machinery Manufacturing in Canada

Building, Developing and General Contracting In Canada

Products & Services

  AIRPORT RENTAL SERVICES

Services provided by operators in the Car Rental industry in Canada are
typically separated between airports and off-airport rentals.

On-airport activities account for the largest source of industry revenue. These services accommodate leisure rentals
and business rentals. Leisure rentals are generally longer and generate more revenue than business rentals.
Companies maintain a lot at the airport, typically with kiosks located near baggage claims, to facilitate transactions
with travellers. In 2021, airport rental services are estimated to account for 40.3% of industry revenue. These
services have decreased as a share of revenue over the five years to 2021, as ride-sharing apps have gained more
popularity among travellers and typically end up being less expensive than renting a car. In addition, this decrease in
airport rental services can be attributed to the COVID-19 (coronavirus) pandemic, which caused a massive decline
in domestic and international travel.

Major car rental companies have historically focused on narrow segments of the airport market. For example, Hertz
Global Holdings Inc. specializes in business travellers and upscale leisure travellers, while Dollar Thrifty focuses on
cost-conscious leisure travellers. Enterprise Holdings Inc., however, is the exception, as it has historically focused
on off-airport markets. However, major players in this industry have recently taken notice of the lucrative and more
stable leisure market and have been attempting to make inroads into this market

OFF-AIRPORT RENTAL SERVICES

Off-airport services, sometimes referred to as local market services,
include car sharing; insurance replacement, which involves rentals
stemming from theft, mechanical failure and accidents; and leisure and
business rentals independent of the airport market.

These local services represent the second-largest source of income for industry operators, comprising an estimated
39.5% of industry revenue in 2021. This segment tends to experience a lower volume of car rentals than operators
at airports, since airports typically provide a stable supply of consumers in need of industry services. This segment
has increased as a share of revenue over the past five years as consumers have begun taking more local vacations
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rather than a flight abroad. This trend in travelling domestically is mainly due to fears of travelling in public places
during the coronavirus pandemic. As consumers indulge in more road trips, operators have been able to expand
their off-airport services segment.

LEASING SERVICES

The industry also includes a relatively small car leasing segment.

Car leasing involves an up-front lease fee plus fixed monthly payments in return for taking possession of a car for 12
months or longer. Lessees drive these vehicles for their personal or business use, then return the car. This industry
does not include cars leased to purchase or leased to own. Leasing services have declined modestly as a share of
revenue over the five years to 2021, accounting for an estimated 20.2% of industry revenue in 2021.

Demand
Determinants

In the Canadian Car Rental industry, major users of car and light-truck
rental or leasing services include corporations, households and tourists.

The following factors affect demand for car rental services either directly or by affecting the consumer segments that
rent cars.

Although demand has been generally consistent over the five years to 2021, demand declined significantly in 2020
due to the COVID-19 (coronavirus) pandemic. Since demand is highly dependent on macroeconomic conditions,
decreases in consumer confidence, corporate profit and inbound international travel significantly reduced demand in
2020. However, not only will consumers' demand for industry services decrease due to less travel, but foreign
leisure travel will also likely fall due to the closure of international borders.

The number of air travellers

Leisure and business air travel are the primary markets for car rental services. Therefore, changes in the number of
air travellers will greatly affect demand for car rental services. The number of air travellers is sensitive to
macroeconomic conditions, among other factors.

Disposable income

Disposable income measures the income consumers have available to spend after taxes on discretionary and
necessary purchases. This demand determinant affects car rentals because consumers are more apt to fly when
their disposable income is growing. Therefore, rising disposable income increases the number of leisure air
travellers.

Corporate profitability

The major determinant of demand for business car rental services is corporate profitability because rising corporate
profitability can lead to more business air travel. Expanding profit can signal increasing revenue, which can mean
more business is being done and more face-to-face contact is being made between business partners. Higher
profitability can also lead to larger travel budgets, which would also increase the number of business air travellers.

Exchange rates

Foreign tourists must pay their expenses in Canadian dollars as they travel through Canada. A depreciating dollar,
when compared with foreign currency, makes all Canadian purchases relatively inexpensive. This increases
Canada's appeal to foreign tourists and can increase the number of foreign air travellers visiting the country.
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Major Markets

  In the Canadian Car Rental industry, rental charges can include limited or
unlimited mileage rates, or a time rate plus a mileage charge, while car
sharing charges constitute an annual membership fee plus an hourly
rental rate.

  Industry rates vary by rental location and are affected by the local market, competitive factors and fixed store costs.
Typically, rental agreements specify that the customer pays for gas used during the rental. The major players in this
industry tend to have preferred car brands. For example, Chrysler vehicles account for the largest portion of Dollar
Thrifty's vehicle fleet, while Ford and GM models make up significant portions of Hertz's cars.

Due to the ongoing COVID-19 (coronavirus) pandemic, many operators have experienced a significant decline in
demand from major markets. Due to a slowdown in the overall economy, many people are not travelling as much
and are staying home to help mitigate the spread of coronavirus. Commercial and household markets are expected
to experience the biggest decline in demand due to companies and individual consumers cancelling all nonessential
travel. Demand will also likely decrease from government clients as officials switch to online meetings. However, as
the economy slowly recovers in 2021 and consumers begin to return to their regular schedules, demand from the
industry's major markets is expected to increase over the five years to 2026.

COMMERCIAL CONSUMERS

Demand from the market for business travel has generally grown over the
five years to 2021 as total business spending has increased.

However, as with every other market, this segment's share of revenue decreased in 2020 due to the coronavirus
pandemic. In 2021, commercial consumers are expected to make up 55.9% of industry revenue.

HOUSEHOLD CONSUMERS

Household consumers make up an estimated 39.9% of industry revenue in
2021.

This market represents leisure travellers in Canada and has declined as a share of revenue over the past five years
due to decreasing inbound international travel and growing demand from ride-sharing apps. A greater marketing
focus has been put on attracting the leisure segment during the period to help combat the added competition from
ride-sharing programs. This shift in strategy has also led to increased consolidation among the industry's largest
companies.

GOVERNMENT CLIENTS

The industry also generates revenue through sales to government clients,
though the size of this market is considerably smaller than other
segments.

The majority of the revenue generated from government customers is through leasing. National, provincial and local
governments tend to lease passenger car fleets for official travel purposes for agencies. In 2021, this market is
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expected to account for 4.2% of revenue. Demand from government clients has decreased slightly over the five
years to 2021 as demand for rental services have waned due to the coronavirus pandemic. However, as the
economy returns to normal, demand is expected to improve over the five years to 2026.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

International trade does not occur in the Canadian Car Rental industry due to the service-based nature of industry
activities. Additionally, the industry generates significant revenue through sales to foreign customers travelling within
Canada and domestic residents travelling to the United States. Also, US-based companies account for most industry
revenue. Given the mature stage of this industry's life cycle in developed economies, such as Canada and the
United States, many major operators are seeking to increase revenue and earnings through global expansion.

Business
Locations

  Establishments in the Canadian Car Rental industry are generally distributed based on two factors. First, rental locations are
concentrated near airports and major population centres, as air travellers generate most industry revenue and the busiest airports
are typically located near major cities. Second, provinces that are popular tourist destinations tend to have a high concentration of
rental locations. Furthermore, major population centres offer larger markets for local services, such as insurance replacement and
car sharing, compared with suburban or rural areas. In addition to being home to fewer customers, rural, less densely populated
areas are more likely to contain businesses and households that own their own vehicles, negating their need to rent a vehicle.

Ontario represents the most popular destination for car rental companies in Canada, accounting for an estimated 44.5% of all
industry establishments in 2021, and an estimated 38.8% of the Canadian population. Ontario is home to Canada's largest airport,
the Toronto Pearson International Airport, and Canada's largest city, Toronto. Similarly, British Columbia also accounts for a larger
proportion of industry establishments than its share of the population, containing 14.0% of industry locations and 13.6% of the
population in 2021.

Provinces with lower percentages of industry establishments include Quebec, accounting for 22.5% of the population and just
21.1% of establishments; Alberta, home to 11.6% of the Canadian population and 10.0% of establishments; and Manitoba,
housing 3.6% of the population and 2.2% of industry establishments. These provinces represent potential expansion opportunities
for the industry. IBISWorld does not expect any substantial demographic changes or population shifts over the five years to 2026.
Therefore, the industry's geographic concentration is not expected to change drastically in the near future.



Car Rental in Canada November 2021

21 IBISWorld.com



Car Rental in Canada November 2021

22 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Car Rental industry in Canada is characterized by a moderate to high degree of market share concentration, as
the industry's four largest companies are estimated to account for 70.0% of revenue in 2021. The industry's market
share concentration has increased over the five years to 2021, which is attributable to merger and acquisition
activity by the industry's major companies. Large-scale companies such as Enterprise Holdings Inc. and Avis Budget
Group Inc. benefit from large marketing budgets, national brand recognition, relationships with airlines and hotels
and other advantages smaller companies cannot match. Successful smaller companies typically establish
themselves in a niche market or region. Unsuccessful smaller companies cease operations or get acquired. The
level of market share concentration in this industry is expected to increase over the five years to 2026, especially as
smaller players operating within the same regions continue to merge and consolidate their operations.

Key Success
Factors

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

Being part of a franchising chain:
It is advantageous for individual locations to establish a franchise relationship with a major company to benefit from
national marketing campaigns and fleet buying power.

Access to niche markets:
Operating in specific geographic or market niches is the best way for small companies to survive in this highly
concentrated industry. If a market is oversaturated with car rental facilities, it can be disastrous for operators.

Establishment of brand names:
Strong brand recognition reduces customer acquisition costs by reducing a customer's perceived risk of booking
problems, car quality and other issues. A strong brand can also lead to repeat business for the parent company.

Strategic partnerships with airlines and hotels:
Major companies have joint marketing agreements with airlines and hotels that ease customer acquisition. These
agreements give car rental discounts and other benefits to customers that book their flight and lodging with the car
rental company's partners.

Having new or fuel-efficient cars:
Since fuel prices have been trending upward over the long term, customers are more often demanding newer and
more fuel efficient cars.

Having excellent customer service and loyalty programs:
Since fuel prices typically trend upward over the long term, customers are more often demanding newer and more
fuel efficient cars.
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Cost Structure
Benchmarks

  Profit

The average industry profit margin, measured as earnings before
interest and taxes, has decreased slightly over the five years to 2021,
accounting for 10.9% of revenue in 2021, down from 12.9% in 2016.
During the period, profit has been supported by rising consumer
demand and an increase in total tourism expenditure. However,
decreasing profit can be mainly attributed to the COVID-19
(coronavirus) pandemic and the resulting decrease in total travellers.
Since airport rental services is the industry's largest service segment,
fewer inbound international travellers caused the profit to fall in 2020.

 

  Wages

Wages have slightly decreased as a share of industry revenue over the
five years to 2021 as operators continue to invest in labour-saving
technologies, such as automated pick-up and drop-off points and more
efficient booking and reservation systems. In 2021, wages are
estimated to account for 15.6% of industry revenue, down from 16.9%
in 2016.
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  Purchases

Purchase costs represent an estimated 16.7% of industry revenue in
2021. These costs largely consist of inventory purchases, the cost of
equipment and software. These companies also experience substantial
technological updates in their vehicles to keep their fleet competitive
among all industry operators.

 

  Marketing

The high level of competition among the industry's largest players tends
to push up advertising costs as companies seek to differentiate
themselves. However, marketing costs are anticipated to account for
only 1.6% of industry revenue in 2021.

 

  Depreciation

In 2021, depreciation costs account for the largest expense category,
absorbing an estimated 29.5% of industry revenue since car rental
companies require large stocks of cars that quickly depreciate in value
over time. The industry acquires most of its cars through car
manufacturers' fleet programs. These programs obligate automobile
manufacturers to repurchase cars at a specified price during
established purchase periods, subject to car condition and mileage
requirements. Repurchase prices are based on either a predetermined
percentage of original car cost or a set daily depreciation amount.
These programs limit the industry's residual risk. For this reason, cars
purchased by car rental companies under repurchase programs are
sometimes referred to as nonrisk cars. Conversely, those cars not
purchased under repurchase programs are referred to as at-risk cars.

 

  Rent

Car rental and lease companies negotiate concession agreements with
major airports. The concessions give operators a fixed number of car
rental counters at each airport and typically require payments based on
a specified percentage of revenue generated at the airport, subject to a
minimum annual fee. They may also include fixed rent for terminal
counters or other leased properties and facilities. Concessions are part
of companies' rent expenses and refer specifically to the costs of
maintaining counters and facilities at airports. Rent costs are expected
to account for 5.6% of industry revenue in 2021.
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  Utilities

Utility costs are not a significant expense for industry operators since
they typically only need to power a small building or even just a counter
to attend to customers and file paperwork. These costs are anticipated
to absorb just 1.3% of industry revenue in 2021.

 

  Other Costs

Other costs vary with the volume of business conducted and include
transporting vehicles, communications, legal expenses, cleaning costs,
repairs and car maintenance. In 2021, other costs are anticipated to
account for 18.7% of industry revenue.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Competition among vehicle rental participants in the Canadian Car Rental
industry is high and is primarily based on price, vehicle availability and
quality, service, reliability, rental locations and product innovation.

Companies primarily compete on the bases of price and customer service.

The use of technology has increased pricing transparency among vehicle rental companies and other mobility
solutions providers, enabling cost-conscious customers to more easily compare the rates and availability for the
mobility solution that fits their needs on the Internet and their mobile devices. This transparency has further
increased the prevalence and intensity of price competition in the industry.

The degree to which each company emphasizes price or customer service depends on the market segment in which
it operates. For instance, customer service is particularly important in the highly profitable business travel and airport
markets. In these markets, reliability, flexible customer support services and branding are key competitive factors.
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Conversely, price is the primary competitive factor in the leisure travel market.

Companies also compete through branding and market segmentation. For example, Dollar Thrifty has long focused
on cost-conscious leisure travellers, while Hertz Global Holdings Inc. (Hertz) targets business travellers and upscale
leisure travellers. Enterprise Holdings Inc. (Enterprise) has historically served off-airport markets, while the other
major companies have competed in the airport market. This airport versus off-airport segmentation is ending, as
shown by Hertz and Avis Budget Group Inc.'s (Avis) expansion into off-airport markets, and by Enterprise's purchase
of Vanguard Car Rental, which operates in the airport market.

Strategic alliances with airlines and hotels can produce a competitive edge. In these instances, customers book car
rental as part of their larger travel package. The major car rental companies usually have competing networks of
hotel partners and overlapping networks of airline partners. For example, Hertz has partnerships with Marriott Hotels
& Resorts while Avis has partnerships with Hyatt Hotels Corporation, Best Western International Inc. and Wyndham
Hotels and Resorts. However, both Hertz and Avis are partners with Alaska Airlines and Delta Air Lines Inc.

EXTERNAL COMPETITION

External competition stems from other modes of travel, including taxis
and limousines.

Industry players also experience external competition from other modes of public transit, such as subways, buses
and ferries. This form of external competition is typically heightened during periods of economic decline, since public
transportation is almost always a less expensive alternative to industry services. In contrast, when the general
economic climate improves, travellers and tourists become more inclined to spend on pricier forms of transportation.

Additionally, the proliferation of ride-sharing technology has siphoned demand from traditional car rental operators in
recent years. For example, many international visitors arriving in Canada now rely exclusively on ad hoc
transportation from Lyft, Uber and other major ride-sharing applications, rather than renting a personal vehicle for an
extended period of time. Moreover, operators in the e-hailing space are typically subject to a lower level of
government oversight, enabling these drivers to save money on vehicle inspections, safety measures and licensing
requirements. Over the five years to 2021, lower operating costs have enabled these drivers to systematically
undercut the prices of traditional car rental companies.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Fleet investment

Companies entering the Car Rental industry in Canada
usually encounter significant capital costs. Industry
operators must make large, up-front investments in
vehicle purchases and rental lots, and existing companies
generally require significant capital to invest in fleet
repairs and upgrades. For example, Hertz Global
Holdings Inc. and Avis Budget Group Inc., two of the
industry's largest players, both made substantial
investments in vehicle purchases over the five years to
2021. New entrants also need to be aware of the
appropriate value and demand for specific vehicle brands
and models to avoid holding obsolete inventory.

Brand recognition

The major companies benefit from strong brand
recognition. Brand recognition eases customer acquisition
and can stimulate repeat business if a customer
associates a given brand with a good rental experience.
New entrants would have difficulty establishing a brand
identity because the current brands are heavily
entrenched. For example, Enterprise Holdings Inc.
maintained the National Car Rental and Alamo Rent a Car
brands even after purchasing Vanguard Rental Car
because customers recognize those brands as low-cost
airport rental options.

Regulation

Federal, provincial and local environmental regulations
also represent a hurdle to entering the industry. Car rental
companies must follow stringent rules regarding gasoline
and oil storage, oil disposal and disposal of other
hazardous materials involved in car maintenance. Abiding
by these regulations requires money and regulatory
expertise.

Different markets

Off-airport markets require only proper licences and
permits from the local government and are thus easier to
penetrate than airport markets. City licence and permit
requirements are rarely an impediment to prospective
entrants. Entry into the airport market, especially at major
airports, is more difficult because airports limit the number
of car rental operators. Entrants must petition for
concessions. Concessions are lease, licence or permit
agreements granting car rental companies the right to
conduct business at a specific airport. Airport concessions
typically require operators to pay the airport fees based
on a percentage of the revenue it generates at that
airport, subject to minimum annual guarantees. Most
concessions also require operators to pay a fixed rent for
terminal counters or other leased facilities. Most
concessions are for a fixed period, while others create
operating rights and payment obligations that are
terminable at any time.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  Most major car rental brands in the Canadian Car Rental industry are based in the United States. However, there
are a few smaller companies, including Location Sauvageau Inc., that either exclusively or primarily serve the
Canadian market. The US-based car rental companies operate globally either through direct ownership or through
licence and franchise agreements. For instance, Avis Budget Group Inc. and Hertz Global Holdings Inc. both
operate worldwide, and Enterprise Holdings Inc. maintains operations in the United Kingdom, Ireland and Germany,
in addition to Canada. Therefore, the industry is subject to a medium level of globalization.
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There are some restrictions on cross-border operations. For instance, US residents may drive US cars into Canada,
but a Canadian nonresident insurance card may be required. Prior to the five years to 2021, the Motor Vehicle
Safety Act was amended to permit Canadians to rent a vehicle in the United States and drive it over the border into
Canada. Previously, Canadians attempting to transport a US-owned rental across the international border could
have their vehicle seized.

In addition, due to the COVID-19 (coronavirus) pandemic and the resulting border closures, globalization has
decreased dramatically since leisure travel between the United States and Canada has been banned. However, as
the border between the United States and Canada is expected to open in November 2021, the pent-up demand for
leisure travel will likely boost globalization over the five years to 2026.
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Major Companies

Major Players Enterprise Holdings Inc.

Market Share: 50.5%

Brand Names Enterprise Rent-A-Car, Alamo Rent A Car,
National Car Rental

  Founded in 1957, Enterprise Holdings Inc. (Enterprise) began as Enterprise Rent-A-Car, a leasing operation, and
quickly expanded into a car rental company. Based in St. Louis, Enterprise is the privately held parent company of
the Enterprise Rent-A-Car, Alamo Rent a Car (Alamo) and National Car Rental (National) brands. Enterprise
operates more than 9,500 neighbourhood and airport locations in the United States, Canada, Mexico, the
Caribbean, Latin America, the United Kingdom, Ireland, Germany and parts of Asia, though the company garners
most of its revenue from the United States. Of the company's total locations, more than 700 are located in Canada.
The brand operates a global rental car fleet of more than 1.7 million vehicles, the world's largest, including more
than 100,000 vehicles in Canada. In 2020, Enterprise generated an estimated $30.2 billion in global revenue (latest
data available).

Enterprise focuses on off-airport markets, targeting consumers needing a short-term replacement car because of an
accident, mechanical repair or theft. Nearly 93.0% of its business takes place in the renter's home city, and
Enterprise has continually expanded into the car sharing market over the past decade. Car sharing lets customers
rent cars hourly or daily from specified locations. Members pay an annual fee plus hourly rental rates.

Leisure travellers and value-conscious business travellers are the company's primary customers in the airport
market. Enterprise promotes a strong customer service culture. In 2017, Enterprise was ranked highest among
North American airport rentals in customer satisfaction for the fourth consecutive year, according to a JD Power and
Associates Rental Car Satisfaction Study. The company also maintains subsidiaries that target different price
ranges. For instance, Alamo pursues value-conscious airport leisure travellers, while National provides premium
service to frequent airport business travellers.

Financial performance

Privately held companies are not required to release detailed reports on their financial performance. Therefore,
company revenue and profit figures are sourced from Enterprise's website. IBISWorld estimates that the company's
industry-relevant revenue will grow at an annualized rate of 7.4% to $2.5 billion over the five years to 2021.
However, Enterprise's industry-relevant operating profit, measured as earnings before interest and taxes, is
expected to decline at an annualized rate of 6.5% to $159.9 million during the same period. Decreasing profit can be
mainly attributed to the COVID-19 (coronavirus) pandemic and the resulting decrease in travellers, which
significantly reduced rental demand for operators.



Car Rental in Canada November 2021

30 IBISWorld.com

 
Enterprise Holdings Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,731.6 N/C 224.0 N/C
2017 1,834.2 5.9 236.6 5.6
2018 2,050.0 11.8 263.7 11.5
2019 2,430.7 18.6 314.5 19.3
2020 2,362.6 -2.8 155.0 -50.7
2021 2,471.8 4.6 159.9 3.2

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

Avis Budget Group Inc.

Market Share: 13.9%

Brand Names Avis, Budget

  Avis Budget Group Inc. (Avis), based in Parsippany, NJ, rents cars and trucks in the United States, Canada,
Australia, New Zealand and the Caribbean. Avis was established in 2006 when the former Cendant conglomerate
spun off its hotel operations, its real estate division and its travel business. The remaining company then focused on
its car rental businesses and was renamed Avis Budget Group Inc. Avis currently has an estimated 20,000
employees globally, most of whom are located in the United States. As a company, Avis earned an estimated $7.2
billion in total revenue in 2020 (latest data available). The company also operates more than 10,600 locations
globally.

Avis consists of three brands, which include Avis Rent a Car, Budget Rent a Car and Zipcar, although Zipcar is not
considered industry relevant. Avis Rent a Car concentrates on business travellers and premium leisure travellers,
while Budget Rent a Car targets price-conscious travellers. The Avis brand generates 55.0% of the combined
company's vehicle rental revenue, while the Budget brand contributes 35.0% to the company's earnings. Budget's
truck operations and Zipcar, which are not included in this industry, yield 10.0% of the company's vehicle rental
revenue. In January 2014, Avis agreed to purchase car sharing company Zipcar, which has more than 1.0 million
members across the United States, Canada and Europe.

Over the five years to 2021, the company has engaged in several partnerships to digitize its business. Avis began
the process of connecting its global fleet in 2018, and aims to connect its entire fleet in 2020 to streamline
operations and reduce costs. In 2018, the company signed agreements with automobile manufacturers Toyota
Motor Corporation, Peugeot and Ford Motor Company to add OEM-embedded connected vehicles to its fleet. Avis
also announced that its data analytics platform now leverages Amazon.com Inc.'s cloud-based connected vehicle
solution, which further enables the company to leverage advanced data management.

Financial performance

Avis's industry-relevant revenue is expected to fall at an annualized rate of 2.9% to $678.2 million over the five years
to 2021. This decrease can be mainly attributed to the COVID-19 (coronavirus) pandemic, which caused a massive
decline in travellers, which is one the most important types of customers for operators. In addition, Avis's operating
profit, measured as earnings before interest and taxes, is estimated to decline during the period, operating at a loss
of $1.7 million in 2021.

 
Avis Budget Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 785.7 N/C 25.3 N/C
2017 766.7 -2.4 18.3 -27.7
2018 776.8 1.3 22.7 24.0
2019 870.5 12.1 27.2 19.8
2020 564.9 -35.1 -100.0 N/C
2021 678.2 20.1 -1.7 -98.3

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

Hertz Global Holdings Inc.

Market Share: 4.0%

  Hertz Global Holdings Inc. (Hertz) is a Park Ridge, NJ-based company that provides car rentals, truck and van
rentals, car leasing, heavy equipment rentals and some used-car and heavy equipment sales. The company was
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first incorporated in 1967 and was publicly listed in 2006. Prior to the five years to 2021, Hertz completed a $2.3
billion acquisition of Dollar Thrifty, though the conditions required to meet US Federal Trade Commission antitrust
approval included the divestiture of its Advantage Rent a Car business and several airport locations. The combined
company currently operates 12,000 locations in 160 countries and employs an estimated 24,000 workers in 2020
(latest data available). Despite the company's large global footprint, only a small portion of its total locations is
located in Canada. In Canada, the company operates 138 locations.

According to the company's latest annual report, airport car rentals account for an estimated 47.0% of the
company's total vehicle rental revenue. The company has increased its off-airport locations in recent years,
reflecting the industry-wide trend. In addition, the company recently overcame the risk of going bankrupt in June
2021 after filing for bankruptcy in May 2020 due to the adverse economic effects of the COVID-19 (coronavirus)
pandemic. The company accomplished this by selling more than 200,000 of its vehicles. When the company began
selling almost one-third of their fleet, Canadian operators experienced a car shortage due to supply chain
disruptions. As a result, the company was able to sell all their vehicles at a profit and stay afloat. After the company
emerged from bankruptcy it began investing for the future. In October 2021, the company announced the largest
investment in a full rental fleet of electric vehicles by late 2022. In addition, the company partnered with Carvana
Co., an online car buying and shopping platform where the car gets delivered to the consumer in the comfort of their
own home. This partnership will likely help expedite Hertz's used car sales, as all operators buy and sell millions of
cars annually.

Financial performance

Due to the coronavirus pandemic and the resulting financial hardships the company had to endure in recent years,
Hertz's industry-relevant revenue has decreased, falling at an annualized rate of 6.4% to $195.2 million over the five
years to 2021. However, after the company emerged from bankruptcy it has implemented an aggressive growth
strategy by updating their rental fleet, improving sales operations and making strategic partnerships to boost sales.
As a result, the company's industry-relevant operating profit, measured as earnings before interest and taxes, is
estimated to increase an annualized 14.4% to $4.9 million over the five years to 2021.

 
Hertz Global Holdings Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 271.0 N/C 2.5 N/C
2017 246.3 -9.1 -7.0 N/C
2018 266.1 8.0 7.6 N/C
2019 291.6 9.6 10.2 34.2
2020 173.5 -40.5 4.4 -56.9
2021 195.2 12.5 4.9 11.4

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

Other Companies Location Sauvageau Inc.

  Market Share: 1.6%
  Location Sauvageau Inc. (Location Sauvageau) is a Quebec-based car rental company that specializes in renting

and leasing work vehicles, such as transportation vans, cargo vans, flatbed trucks and trailers. In addition to work
vehicles, the company rents a variety of cars, SUVs and minivans. Location Sauvageau operates 46 locations
across Quebec. The company is privately held and does not disclose its financial results. However, IBISWorld
estimates that the company will generate $79.5 million in industry-relevant revenue in 2021, commanding 1.6% of
the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Car Rental industry in Canada is characterized by a
high level of capital intensity. To provide rental services,
industry operators must initially purchase a large fleet of
vehicles. Operators must additionally spend large amounts
of capital on the maintenance and repair of their fleets and
regularly replace older and malfunctioning vehicles with
newer ones. Consequently, depreciation represents the
most significant cost to many operators in the industry. The
industry's largest operators participate in a variety of
vehicle purchase programs with major domestic and
foreign vehicle manufacturers and wholesalers. Car rental
companies purchase most of their vehicles through vehicle
financing programs, commonly underwritten by asset-
backed debt facilities. Residual values, or the values car
rental companies receive when they sell back a rental car
to a manufacturer or wholesaler, play a significant part in
recouping motor vehicle purchase expenses.

Additionally, the industry's labour-intensive operations
typically include customer-facing front office activities and
light vehicle maintenance and cleaning. Overall, the typical
industry operator is expected to spend $1.88 on capital
investments for every $1.00 allocated to labour expenses
in 2021. This has increased over the five years to 2021 as
depreciation costs have risen as a share of industry
revenue. This trend is largely due to an increase in
investment of electric vehicles and increased value-added
technology within each vehicle.
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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.

Medium Ease of Entry Potential 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.

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

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.

  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.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

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 Car Rental industry in Canada is under the increasing influence of online
car rental marketplaces, such as Turo Inc.

(Turo) and HyreCar Inc. These platforms enable car owners to rent out their vehicle when it is idle, thus reducing the cost of
maintaining a car. At the same time, guests can browse and book from a wide selection of cars offered by those private
hosts. They can also compare car owners to make the selection that best fit their needs.

Consequently, industry players have been pushing their online presence by letting customers book vehicles via their
websites and mobile applications. Moreover, industry operators have attempted to automate car collect and car return
processes to reduce total processing time. Nevertheless, the pressure of online-based vehicles rental platforms is expected
to be more relevant to the industry in the coming years.

The level of technology change is    Medium

  Operators in the Canadian Car Rental industry have invested significant
capital in computer technology over the five years to 2021 to make the vehicle
reservation, pick-up and return processes more convenient and user-friendly.

Online reservation systems link car rental companies directly to their customer base, reducing the cost to acquire and
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service bookings. These reservation systems also let customers book car rental as part of their larger vacation packages,
further easing customer acquisition. Car rental companies have also added GPS systems, satellite radio and other
technological amenities to their rental fleets.

Operators have also partnered with technology and product companies to improve the user experience through various
mobile and technology capabilities. For example, major player Avis Budget Group Inc. (Avis) has partnered with
Amazon.com Inc. (Amazon) to permit voice-controlled access to car rental services through Amazon's Alexa-enabled
devices.

Car rental companies have also invested in back office technology. For example, the major companies use technology to
centralize control of fleet acquisition, logistics, sales to corporate accounts, rental rates and other major business
processes. This can include company-wide sales and marketing management systems, yield management systems, pricing
decision support systems and enterprise data warehousing systems. The purpose of these systems is to reduce operational
and customer acquisition costs, increase revenue and manage its profit.

Self-service kiosks and other automated rental pick up and drop off locations have grown in popularity during the five-year
period. Several major car rental companies have stated their intention to open more unstaffed locations, as the transition
toward automated services has the potential to significantly limit the industry's labour-related costs.

Large operators are also beginning to install in-vehicle telematics that permit operators to track units, vehicle diagnostics
and access the vehicle remotely. This enables industry operators to view inventory in real time, diagnose maintenance
issues and pinpoint fuel levels.

Revenue
Volatility

The level of volatility is    Medium

  The Car Rental industry in Canada has exhibited a moderate degree of revenue
volatility over the five years to 2021.

Industry revenue is heavily dependent on the number of travellers arriving at Canadian airports, as these consumers
represent the industry's primary market. During most of the period, the number of inbound international travellers has
increased and the Canadian dollar has depreciated, causing demand for the industry's services to steadily increase.
However, due to the COVID-19 (coronavirus) pandemic, both of those drivers reversed drastically in 2020, causing industry
revenue to tumble that same year. As a result of the industry's normal seasonality and the unprecedented years endured in
2020 and 2021, revenue volatility has increased over the five years to 2021.

While the industry is not subject to a large level of revenue volatility on an annual basis, significant fluctuations can occur
within a year as a result of the industry being subject to a large degree of seasonality. Car rental operations are a seasonal
business, with peak levels of activity occurring during the spring and summer periods, and decreased amounts of business
taking place during the winter months for the majority of countries in which industry players operate. As a result, rental
agencies often increase their available vehicle fleet and staffing during the second and third quarters of the year, while
lowering fleet and staff during the winter months. Consequently, revenue and operating costs tend to fluctuate across
quarters, lending to a degree of revenue volatility.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Car Rental industry in Canada is subject to federal, provincial and local
laws relating to vehicle taxing and licensing, franchising, consumer credit, the
environment and labour.

The principal environmental regulatory requirements applicable to car rental operations relate to owning and using tanks for
storing petroleum products, such as gasoline, diesel fuel and waste oils; treating or discharging waste waters; and
generating, storing, transporting and treating or disposing of solid or liquid wastes offsite. Additionally, car rental companies
have historically generated revenue from selling loss damage waivers. These relieve customers from financial responsibility
in case of damage incurred during the rental period.

Industry
Assistance

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

Tariffs on vehicles indirectly affect the Canadian Car Rental industry by adding
to companies' imported vehicle purchase costs.

Lower tariffs reduce the costs of imported cars and give operators more flexibility in choosing the type of vehicle. In
contrast, higher tariffs can limit the selection of imported cars in a company's rental fleet. The industry is also represented
by the Associated Canadian Car Rental Operators (ACCRO), which uses the collective bargaining power of its 200
members to influence legislation, negotiate with upstream vehicle manufacturers and promote high standards and best
practices throughout the industry.

In addition, due to the spread of COVID-19 (coronavirus), the Canadian government instituted a variety of assistance
programs that some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage
Subsidy covered a portion of an employee's wages for eligible employers that were negatively affected by the coronavirus
pandemic, this program was available until October 23, 2021. Additionally, operators were able to take advantage of tax
deferrals and improved access to credit and loans to remain liquid. The Canada Emergency Business Account also
provided interest-free loans to small businesses of up to $60,000, where $20,000 would be forgiven if the loan is repaid
before December 31, 2022. Large operators were also able to apply for bridge financing through the Large Employer
Emergency Financing Facility.
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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 4,342 2,689 3,014 2,355 15,224 N/A N/A 696 N/A 28,883
2013 4,104 2,457 3,044 2,237 14,299 N/A N/A 653 N/A 29,369
2014 4,173 2,499 3,096 2,204 15,638 N/A N/A 687 N/A 29,466
2015 4,322 2,522 3,008 2,099 16,629 N/A N/A 733 N/A 30,804
2016 4,480 2,589 2,966 2,059 16,136 N/A N/A 758 N/A 30,332
2017 4,730 2,707 2,971 2,048 16,425 N/A N/A 783 N/A 30,675
2018 4,892 2,817 2,783 1,921 16,059 N/A N/A 765 N/A 30,647
2019 5,186 2,940 2,747 1,854 16,179 N/A N/A 789 N/A 30,852
2020 4,602 2,463 2,783 1,851 15,160 N/A N/A 731 N/A 33,416
2021 4,893 2,743 2,833 1,876 15,820 N/A N/A 766 N/A 31,560
2022 5,360 2,970 2,920 1,924 16,831 N/A N/A 820 N/A 32,740
2023 5,482 3,038 2,940 1,934 17,092 N/A N/A 833 N/A 32,722
2024 5,576 3,098 2,959 1,943 17,320 N/A N/A 845 N/A 32,677
2025 5,643 3,146 2,973 1,950 17,491 N/A N/A 854 N/A 32,707
2026 5,705 3,182 3,003 1,968 17,686 N/A N/A 863 N/A 32,786

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2012 2.93 8.26 -2.56 -9.04 4.10 N/A N/A 0.05 N/A 1.73
2013 -5.47 -8.62 0.99 -5.02 -6.08 N/A N/A -6.28 N/A 1.68
2014 1.66 1.70 1.70 -1.48 9.36 N/A N/A 5.33 N/A 0.33
2015 3.58 0.92 -2.85 -4.77 6.33 N/A N/A 6.63 N/A 4.53
2016 3.65 2.66 -1.40 -1.91 -2.97 N/A N/A 3.46 N/A -1.54
2017 5.56 4.54 0.16 -0.54 1.79 N/A N/A 3.27 N/A 1.12
2018 3.44 4.07 -6.33 -6.21 -2.23 N/A N/A -2.29 N/A -0.10
2019 5.99 4.34 -1.30 -3.49 0.74 N/A N/A 3.04 N/A 0.66
2020 -11.3 -16.2 1.31 -0.17 -6.30 N/A N/A -7.30 N/A 8.31
2021 6.34 11.3 1.79 1.35 4.35 N/A N/A 4.76 N/A -5.56
2022 9.53 8.29 3.07 2.55 6.39 N/A N/A 7.01 N/A 3.73
2023 2.27 2.29 0.68 0.51 1.55 N/A N/A 1.69 N/A -0.06
2024 1.70 1.96 0.64 0.46 1.33 N/A N/A 1.40 N/A -0.14
2025 1.20 1.54 0.47 0.36 0.98 N/A N/A 1.02 N/A 0.09
2026 1.09 1.16 1.00 0.92 1.11 N/A N/A 1.11 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 61.9 N/A N/A 285 16.0 5.05 45,730
2013 59.9 N/A N/A 287 15.9 4.70 45,633
2014 59.9 N/A N/A 267 16.5 5.05 43,951
2015 58.4 N/A N/A 260 17.0 5.53 44,074
2016 57.8 N/A N/A 278 16.9 5.44 46,994
2017 57.2 N/A N/A 288 16.6 5.53 47,677
2018 57.6 N/A N/A 305 15.6 5.77 47,649
2019 56.7 N/A N/A 321 15.2 5.89 48,736
2020 53.5 N/A N/A 304 15.9 5.45 48,219
2021 56.0 N/A N/A 309 15.6 5.58 48,407
2022 55.4 N/A N/A 318 15.3 5.76 48,690
2023 55.4 N/A N/A 321 15.2 5.81 48,760
2024 55.6 N/A N/A 322 15.2 5.85 48,793
2025 55.7 N/A N/A 323 15.1 5.88 48,814
2026 55.8 N/A N/A 323 15.1 5.89 48,813

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Associated Canadian Car Rental Operators
http://www.accro.org

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

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

Industry Jargon AIRPORT RENTALS
The segment for car rental services at or near airports, which is made up almost entirely of air travellers and is
historically the industry's primary market.

CAR SHARING
A very short term car rental where customers pay an annual fee plus hourly rental rate to rent cars from specified
locations in participating cities.

CONCESSION
An agreement between car rental companies and airports specifying how many counters a rental company can
operate at an airport.

OFF-AIRPORT
The segment of car rental services away from airports, usually in cities, suburbs or rural areas, which includes car
sharing and insurance replacements.

RESIDUAL VALUE
The value that car rental companies receive when they sell a rental car back to a car manufacturer or a car
wholesaler.

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

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

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

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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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
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actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
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