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The rental vehicle industry is an integral part of the tourism sector supply chain. The tourism sector was one of the
most impacted by government restrictions globally during the pandemic. In 2020, tourism gross domestic product
(GDP) in Canada was down 54.9%.! This contributed to a decline in tourism’s share of GDP, which fell by almost
half from 2.0% in 2019 to 1.1% in 2020.2 The pandemic upended many businesses in the tourism sector, including
car rental companies, as international and business travel came to a near standstill in Canada. The market for
passenger car rental at airports and in other locations was severely hit.

Car rental companies downsized their fleets rather than having vehicles unused in car lots for long periods of time.®
While the demand for travel is recovering, even as Canada is dealing with successive waves of the pandemic,

the car rental industry is coping with challenges in building its vehicle supply back up. The motor vehicle industry
is facing many supply chain issues, as a global shortage of semiconductors has delayed worldwide vehicle
production, causing long delays to resupply fleets at a time of pent-up demand for travel.*

This study examined provincial motor vehicle registration data files to provide new estimates on rental vehicle
fleets in the last decade, with a special focus on turnover and management of inventories during the pandemic.
The estimates are presented first for British Columbia and will be presented for other regions of Canada as data
become available.

As a share of the economy, British Columbia has the largest tourism sector of all provinces.® After growing by an
annual average of 6.6% between 2015 and 2019, the rental vehicle® fleet in British Columbia dropped by almost
one-third in 2020 and, by the end of the first year of the pandemic, had reached its lowest level in a decade.

Even though fleet inventories were being replenished throughout 2021 as domestic and international travelling
restrictions loosened and demand picked up, fleet inventories remained well under pre-pandemic levels and grew
at a much slower pace than in the past decade.

The rental vehicle industry in the Canadian economy

How important is the Canadian rental vehicle industry? While representing around 2.0% of the tourism sector,
the vehicle rental industry is an integral part of the Canadian tourism supply chain.” At the end of 2019, there
were 1,219 passenger car rental businesses (with employees) in Canada.? The industry in Canada directly
employed over 22,000 workers in 2019, with 3,149 of them located in British Columbia.® Up until the pandemic,
the automotive equipment rental and leasing industry in Canada'™ had been expanding, with operating revenue
reaching $7.9 billion in 2019, up by over 33.7% since 2015, and a relatively stable profit margin averaging 12.5%
over that period."" While the largest share of the industry is in Ontario, British Columbia represents a little under
14% of the national industry, with operating revenue rising from $774.6 million in 2015 to $1.1 billion in 2019.

1. Statistics Canada. (2022). Table 36-10-0234-01 Tourism gross domestic product, constant prices (x 1,000,000) [Data table]. DOI: https://doi.org/10.25318/3610023401-eng.

2. “Impact of COVID-19 on the tourism sector, second quarter of 2021.

3. Brett Bundale, “‘Carpocalypse’ comes to Canada as rental car shortage worsens,” CBC, July 6, 2021.

4. 1bid.

5. Statistics Canada. (2022). Table 24-10-0042-01 Provincial and territorial gross domestic product (GDP) and employment generated by tourism and related measures (x 1,000,000) [Data
table]. DOI: https://doi.org/10.25318/2410004201-eng.

6. Rental vehicles in this analysis include only multipurpose vehicles, passenger cars, pickup trucks and vans.

7. Statistics Canada. (2022). Table 36-10-0231-01 Supply of tourism commodities, constant prices (x 1,000,000) [Data table]. DOI: https://doi.org/10.25318/3610023101-eng.

8. Statistics Canada. (2022). Table 33-10-0222-01 Canadian Business Counts, with employees, December 2019 [Data table]. DOI: https://doi.org/10.25318/3310022201-eng.

9. Statistics Canada. (2022). Table 14-10-0202-01 Employment by industry, annual [Data table]. DOI: https://doi.org/10.25318/1410020201-eng.

10. The passenger car rental industry is part of the North American Industry Classification System (NAICS) category 5321. This industry group comprises establishments primarily engaged

in renting or leasing vehicles, such as passenger cars, passenger vans, trucks, truck tractors, buses, semi-trailers, utility trailers and recreational vehicles (RVs), without drivers. These
establishments generally operate from a retail-like facility; some offer only short-term rental, others only longer-term leases, and some provide both types of services. The financial estimates
reported, relate to NAICS 5321.

11. Statistics Canada. (2022). Table 21-10-0012-01 Automotive equipment rental and leasing, summary statistics [Data table]. DOI: https://doi.org/10.25318/2110001201-eng.

12. Ibid.
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Impacts of the pandemic on the car rental industry

The pandemic upended many businesses in the tourism sector, including passenger car rental companies,

as international and business travel came to a near standstill and stay-at-home orders discouraged domestic
travel. Air passenger traffic in 2020 tumbled by close to three-quarters at both the Montréal-Pierre Elliott Trudeau
International Airport and Toronto-Lester B. Pearson International Airport, and it dropped by nearly as much in
Calgary and at Vancouver International Airport, even though these were the four airports where international
travellers were allowed to land.” This decline severely impacted the market for car rental at airports and other
locations. Vehicle rental companies downsized their fleets, rather than having vehicles sit unused in car lots for
long periods of time and to control costs as sales plunged significantly.* A drop in demand, cost reductions,
bankruptcy filings, acquisitions and government pandemic assistance impacted industry trends in 2020." The
number of employees in the automotive equipment rental and leasing industry dropped 27.6% in 2020 and
operating revenues fell 17.7%'° (Chart 1), while the profit margin averaged 9.2%." The number of businesses (with
employees) in the passenger car rental industry contracted slightly to 1,190 by the end of 2020.'

Chart 1
Workforce and operating revenue, automotive equipment rental and leasing in Canada, 2012 to 2020
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Source: Statistics Canada, Table 14-10-0202-01 and Table 21-10-0012-01.

13. Statistics Canada. (2022). Table 23-10-0253-01 Air passenger traffic at Canadian airports, annual [Data table]. DOI: https://doi.org/10.25318/2310025301-eng.

14. Travel Pulse Canada. “Running on Empty: Car Rentals in Dire Shortage.” Accessed October 26, 2021.

15. However, the rental and leasing of other types of vehicles, such as trucks and recreational vehicles, was not as adversely impacted by the disruptions caused by the pandemic.

16. Data for the annual service survey program are collected for the 12-month fiscal period that ends on or between April 1, 2020, and March 31, 2021. This means that some businesses have
reported for a fiscal year in which the majority of their operations were before the pandemic. As a result, the effects of the pandemic were not fully reflected in the 2020 operating revenue
estimates, but will extend into the 2021 reference year estimates.

17. Statistics Canada. (2022). Table 21-10-0012-01 Automotive equipment rental and leasing, summary statistics. [Data table]. DOI: https://doi.org/10.25318/2110001201-eng.

18. Statistics Canada. (2022). Table 33-10-0304-01 Canadian Business Counts, with employees, December 2020 [Data table]. DOI: https://doi.org/10.25318/3310030401-eng.
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The pandemic led to large swings in consumer prices for many goods and services in Canada, including car
rentals, as demand and supply imbalances impacted pricing. At the onset of the pandemic, consumer rental
prices of passenger vehicles dropped by more than 6% between February and May 2020 as demand fell
precipitously. Then, as travel restrictions loosened, rental prices picked up, rising by 7.8% in the second half of
2020. Availability issues fuelled a 31.9% price increase in 2021'° in Canada, even though tourism activity was
nowhere near the pre-pandemic peak (Chart 2). At the end of 2021, overall tourism activity in Canada was still
almost 30% below the level reached before the pandemic.?°

Chart 2
Percentage change, Consumer Price Index, all items and rental of passenger vehicles in Canada, 2010 to 2021
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Source: Statistics Canada Table 18-10-0005-01.

British Columbia’s rental vehicle fleet from 2010 to 2021

The car rental vehicle fleet estimates for British Columbia were derived from vehicle registration data files. For
businesses operating in the passenger car rental industry, the vehicle identification numbers of vehicles were
tracked over time to see how long the vehicles were registered to a particular business (for further information on
methodology, see the note to readers).

The British Columbia rental vehicle fleet shows large seasonal fluctuations, exhibiting similar quarterly patterns
from one year to the next (Chart 3). Businesses in the industry typically add to their fleets in the second quarter
every year to meet peak demand. In the remaining quarters, rental businesses downsize their inventories, more
so in the fourth and first quarters of the year. The decision to shed inventory is often driven by kilometres driven
or model type and vehicle age. On average, in the last decade, rental businesses in British Columbia did not keep
rental vehicles for more than a year.

19. Statistics Canada. (2022). Table 18-10-0005-01 Consumer Price Index, annual average, not seasonally adjusted [Data table]. DOI: https://doi.org/10.25318/1810000501-eng.
20. Statistics Canada. (2022). Table 24-10-0049-01 Canadian Tourism Activity Tracker and Grouped Data Sources [Data table]. DOI: https://doi.org/10.25318/2410004901-eng.
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Chart 3

Rental vehicle fleet inventory, British Columbia, quarterly, not seasonally adjusted at annual rates, first quarter of 2010 to
fourth quarter of 2021

number of vehicles
40,000

35,000

30,000

25,000

20,000

15,000

10,000

Q1020304
2012

Q01020304
2013

Q01020304
2014

01020304
2015

Q01020304
2016

Q01020304
2017

Q01020304
2018

Q01020304
2019

01020304
2020

01020304
2021

Q102030401 Q020304
2010 2011

Source: Motor vehicle registration data files.

As the economy and the tourism sector performed well in the last decade, the rental vehicle fleet in British

Columbia more than doubled from an estimated average of 15,758 vehicles in 2010 to an average of 32,779
vehicles in 2019 (Chart 4).

Chart 4
Rental vehicle fleet inventory, British Columbia, annual, 2010 to 2021
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Vehicle fleet contracted in every quarter of 2020

As tourism and business demand plunged with the pandemic, the rental vehicle industry in British Columbia
downsized its fleet from an average of 26,104 passenger vehicles (not seasonally adjusted at annual rates) in the
first quarter of 2020 to an average of 19,061 passenger vehicles at the end of 2020. The industry did not add to
inventories in the second quarter of 2020 as it would have typically for peak seasonal demand. After growing by an
annual average of 8.7% between 2010 and 2019, the rental car fleet in British Columbia dropped by 31.5% in 2020
and, by the fourth quarter of the year, had reached its lowest level in a decade.

Timid recovery of rental fleet in 2021

With the third wave of the pandemic impacting the ability to travel in the first part of 2021, rental vehicle businesses
did not resume their typical way of managing their operations. There were challenges with replenishing the
depleted inventory to meet the recovering tourism demand when travel restrictions loosened in the summer

and fall of 2021. A global semiconductor chip shortage and supply chain issues have limited passenger car
manufacturing.?' Rental vehicle inventories picked up in British Columbia from the second quarter of 2021

until the end of the year, but are not near pre-pandemic levels. In the United States, the rental car industry is
supplementing its fleet by purchasing low-kilometre pre-owned vehicles.?? As well, the rental vehicle industry may
not turn inventory over as quickly as in the past. The dynamics in the industry have changed. While some factors
are temporary, others may be structural and will permanently change the industry.

Final thoughts

Similarly to many other sectors of the Canadian economy, the rental vehicle industry is facing imbalances. Rental
vehicle fleets in British Columbia were depleted during the first year of the pandemic as demand dried up and have
yet to recover to pre-pandemic levels. Reduced supply of new vehicles has been hampering the replenishment of
inventories to more normal levels. The disruption to the car market could spur lasting changes for the rental vehicle
industry, leading to tighter fleet inventory control and higher prices for consumers.

Note to readers

The car rental vehicle fleet estimates for British Columbia were derived from vehicle registration data files. For
businesses operating in the passenger car rental industry, the vehicle identification numbers (VINs) of vehicles
were tracked over time to see how long the vehicles were registered to a particular business. To extract the
detailed characteristic information the VIN provides for each vehicle manufactured for sale in Canada, a special
software was used to decode the VINs.

Specific information about a car was extracted, including make, model and year; where the vehicle was
manufactured; and ownership transfers. In general, the ownership transfer information helps establish when a
vehicle changes hands, including transfers within the rental car industry.

Reference

Motor Vehicle Registration data files.

21. Anne Gaviola, “Why it's so hard and expensive to rent a car in Canada right now,” Global News, June 25, 2021.
22. Sean Tucker, “Rental Car Shortage Has Hertz and Enterprise Buying Used Cars,” Kelley Blue Book, May 4, 2021.
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