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Q2 2018 Industry 
Performance & Trends
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Whitehorn Merchant Capital Inc.’s Food Manufacturing Industry Report includes companies that manufacture or process meats, seafood, dairy 
products, grain mill products, bread and bakery products, prepared and preserved foods, confectionary, organic foods, ethnic foods, and frozen 
food products within North America. All financial information has been sourced from Capital IQ.

Note: 2018 financial performance charts and data are based upon 2018 YTD reported results plus analysts’ consensus estimates for companies Whitehorn tracks.

The average gross margin in 2018 is expected to be slightly higher compared to in 2017, but slightly below 2016’s level of 26.9%.
The EBITDA margin is forecasted to be 13.8%, which represents an improvement from the previous four years.

The forecasted revenue growth for the food manufacturing industry is 2.4% in 2018, revised higher from the 1.8% forecasted back in Q1 2018. 
Overall, the revenue growth within the sector has been relatively flat since 2014.

Average Industry Revenue Growth

2014 2015 20172016 2018F

3.6%

-3.1%

2.6%

-3.1%

2.4%

-3.5%

-2.0%

-1.0%

0.5%

1.5%

2.5%

4.0%

3.0%
3.5%

2.0%

1.0%

0.0%
-0.5%

-1.5%

-2.5%
-3.0%



Q2 2018 Food Manufacturing Industry Report          3

Sector Performance 
Updates & Outlooks

Average Revenue Growth
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Overview - Key Takeaways

• The Seafood (6%), Meat Products (5%) and Ethnic Food (4%) sectors are expected to lead the overall industry in terms of revenue growth 
in 2018. All other sectors are expected to experience relatively flat growth.

• The average EBITDA margin for the Confectionary (18%) and Grain Mill Products (17%) sectors are forecasted to be the highest among 
the industry in 2018. 

• As the uncertainty around trade tariffs including those on food products looms, companies are closely monitoring NAFTA negotiations and the 
Trump Administration’s actions to anticipate the market competitive landscape going forward.
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• The U.S. Federal Reserve raised interest rates for the second time in 
2018 and upgraded its forecast to four rate hikes in 2018.

• The Canadian Senate passed a historic bill on June 19, 2018 to 
legalize recreational marijuana. Bill C-45 makes Canada the 
second country in the world and the first G7 nation to implement 
legislation for a nationwide marijuana market. The bill will come 
into effect on Oct 17, 2018.

• Vancouver-based Aurora Cannabis Inc. (TSX:ACB) announced a 
$200 million debt facility with the Bank of Montreal (TSX:BMO), 
marking the largest traditional debt facility in the cannabis industry 
to date.

Cannabis in Canada

A new report by CIBC analysts estimates that non-medical marijuana 
sales will exceed top sales of spirits in Canada by 2020. Canadians 
spent $5.1 billion on spirits in 2017, and $7 billion on wine. According 
to the report, marijuana sales in 2020 could reach $6.5 billion. 
Statistics Canada determines that last year, 4.9 million Canadians 
used marijuana and consumed more than 20 grams per person, with 
Nova Scotian consuming 27.1 grams per person and British Columbia 
following closely behind at 24.6 grams per person. CIBC analysts also 
estimate that provinces will generate over $3 billion of income, either 
in the form of profits or taxation revenues, and that the private sector 
will generate approximately $1 billion in EBITDA, with production 
accounting for 85 per cent and retail making up the remainder.

Q2 2018 Key Highlights

Quarter in Review

2017 Cannabis Consumption Per Person in Canada (g)

Nova Scotia 27.1

British Columbia 24.6

Alberta 24.1

Ontario 21.0

New Brunswick 20.5

Prince Edward Island 18.9

Newfoundland/Labrador 18.5

Quebec 18.5

Manitoba 18.3

Yukon 17.7

Saskatchewan 16.4

Northwest Territories 15.3

Nunavut 13.6

Source: BNN Bloomberg

Canadian Spending on Recreational Substances

Estimated Marijuana Sales
2020

$6.5B

Spirits Sales
2017

$5.1B

Wine Sales
2017

$7B

Beer Sales
2017

$9.2B

Tobacco Sales
2017

$17B

Source: BNN Bloomberg

Aurora Cannabis Inc.

Since November, Canadian cannabis producer Aurora Cannabis 
Inc. (TSX:ACB) has been on an acquisition spree in anticipation of 
Ottawa’s formal legalization of recreational marijuana later this 
year. The company’s conquests have included retail liquor stores, an 
organic waste technology company, and several smaller cannabis 
producers. Most recently, Aurora purchased Vancouver’s Anandia 
Laboratories Inc. in an all-stock deal valued at $11.5 million, and in 
May the company purchased rival marijuana producer MedReleaf 
Corp. (TSX:LEAF) for $3.2 billion, resulting in a combined production 
capacity of over 570,000 kilograms of cannabis per year through nine 
facilities in Canada and two in Denmark. The series of acquisitions are 
an attempt for Aurora to secure market share for cannabis production 
and to bridge the gap between production and demand, as its two 
new facilities likely won’t be completed by the legalization date. The 
company is building an 800,000-square-foot facility in Edmonton and 
a 1.2 million-square-foot greenhouse in Medicine Hat.

Trade War

In response to U.S. President Trump’s imposed tariffs on Canadian 
steel and aluminum, Prime Minister Trudeau has retaliated by imposing 
tariffs on $16.6 billion worth of U.S. goods beginning July 1. A good 
portion of items (23 out of 84) included on this list are food products, 
but this may not be as detrimental to Canadian consumers as one 
might think. Most of these food items are those which Canada already 
produces an alternative for, such as yogurt, ketchup, maple syrup, 
chocolate, and jam. Staples such as fruits, nuts, vegetables, and baked 
goods are not included on the list at all, meaning the monetary effect 
felt by Canadians will likely be minimal. The chosen items appear to 
strategically curtail the ramifications felt by Canadians while asserting 
political pressure on the U.S. For example, tariffs on maple syrup will 
hit Democratic Senator Bernie Sanders’ home state of Vermont, while 
tariffs on yogurt will hurt House Speaker Paul Ryan’s home state of 
Wisconsin. While the tariffs will trickle down and mean higher prices 
on several goods imported from the U.S., the resulting increase in 
Canadians buying strictly Canadian products will ultimately spark the 
Canadian economy and benefit our food industry and local producers.
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Quarter in Review

Province U.S. Exports as 
% of GDP (2016) Comments

New Brunswick 29% Food, agriculture and forestry sectors.

Ontario 26% Largest trade flow to the U.S. Manufacturing, auto industries.

PEI, QC, MB, SK, NL 13-17% Fairly low U.S. exports, but manufacturing sectors would be vulnerable.

Alberta 13-17%
Despite oil and gas exports being heavily intertwined with U.S. economies, it is less likely the U.S. 
would place a tariff  on Alberta’s energy sector. Impact will be relatively low.

Nova Scotia 9% Less dependent on U.S. market.

British Columbia 8% Has more exposure to Asian markets.

Dairy Dilemma
• U.S. President Donald Trump has voiced a desire to dismantle 

Canadian supply management due to what he believes to be unfair 
tariffs on Canadian dairy.

• Canada has measures in place to cap its dairy production to avoid 
oversupply and maintain stable prices for farmers.

• Quota (permits to sell within supply management’s cap) are worth 
$35 billion, with $30 billion specifically in dairy.

• Dismantling the supply management system would be disasterous 
for the dairy industry, as it is a tightly interwoven system in which 
farmers depend on incoming value promised by the system for their 
daily operations.

• The system is also largely supported by debt. Farm Credit Canada 
oversees $31 billion in loans, of which $5.7 billion is farm loans. 
Chartered banks hold roughly $38 billion in total farm debt and 
credit unions hold another $15 billion.

• In 2016 there were 10,525 dairy farms in Canada, representing 5.4 
per cent of all farms. Dairy products make up twice that proportion 
in sales, according to Statistics Canada. Dairy product sales were 
$6.6 billion in 2017. The average Canadian dairy farm is worth 
$3.8 million.

• Americans export close to 150 million kilos of dairy products into 
Canada, worth $471 million.

• Based on other countries who have done away with supply 
management, namely New Zealand and Austraila, there is no 
guarantee that consumers will pay less for dairy; in fact, in both 
of those countries, the consumer price for dairy has risen since 
deregulation.

• Dismantling the system may lessen the number of small family farms.
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North American Food 
Manufacturing Companies

Q2 2018 M&A Activity by Sector
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Whitehorn closely follows the M&A activity in the North American Food Manufacturing space. Sectors in this space include baked goods, meat 
and poultry, seafood, and premade/frozen foods, etc.

Q1 2018 M&A Activity by Sector
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Q2 2018
• There were 25 transactions tracked within the industry in Q2 2018, compared to 22 transactions in Q1 2018 and 33 transactions in the 

comparable quarter last year.
• Year to date, there were 47 transactions tracked in 2018, less than the 64 transactions in the first half of 2017.
• Of the transactions tracked in Q2 2018, there were seven disclosed deals with a total transaction value of $16.8 billion, slightly lower than the 

$19.6 billion recorded in Q1 2018 but significantly higher than the $7.1 billion recorded in Q2 2017.
• The largest deal that occurred in Q2 2018 was Conagra Brands, Inc.’s (NYSE:CAG) $14.6 billion acquisition of rival Pinnacle Foods Inc. 

(NYSE:PF) in a cash and stock deal. The transaction was motivated by Conagra’s strategy to continue expanding its frozen food product 
offerings, creating the second largest US frozen food company, only behind Nestlé.
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M&A Activity

• The EV/EBITDA of all sectors within the food manufacturing industry are expected to decline in 2018 compared to 2017.
• With the heightening of cross border tariffs between the US and its largest trading partners including Canada, China and the European Union, 

there may be an increase in stock volatility among publicly traded food companies, which may result in enterprise value fluctuations in the 
near term.
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Recent Food  
Manufacturing Transactions

The table below summarizes a selection of recently closed and announced transactions in the Food Manufacturing sector involving  companies 
in North America that are active in mergers and acquisitions. Transactions this quarter include acquisitions to expand geographically and to 
acquire new product lines.

Date Acquirer Acquirer Location Target Target Location

June, 2018 Novacap Investments Inc. Longueuil, QC Noble Foods Nutrition Inc. Pointe-Claire, QC

Acquisition of nutrition and energy bars manufacturer by private equity and venture capital firm.

June, 2018
Fondaction; Fonds de solidarité 
FTQ; Investissement Quebec Inc.; 
Champlain Financial Corporation

Montreal, QC Baxters Canada Inc. Mississauga, ON

$24 million acquisition of ready-to-serve soups producer in Canada by a group of private investors to continue growing business and 
increasing its exports outside Canada.

June, 2018 Olymel S.E.C. / L.P. Saint-Hyacinthe, QC
Pinty’s Delicious Foods Inc.

Burlington, ON

Acquisition of poultry slaughtering and processing company specializing in fully cooked products to further consolidate its position in Canada.

June, 2018 Aurora Cannabis Inc. (TSX:ACB) Vancouver, BC Anandia Laboratories Inc. Vancouver, BC

Acquisition of medical cannabis research and development servies provider to accelerate product development and expand offerings.

May, 2018 Saputo Inc. (TSX:SAP) Montreal, QC
Shepherd Gourmet Dairy (Ontario) 

Inc. St. Mary’s, ON

$100 million acquisition of cheese and yogurt producer with approximately 90 employees.

May, 2018 Aurora Cannabis Inc. (TSX:ACB) Vancouver, BC
MedReleaf (TSX:LEAF)

Markham, ON

$3.2 billion acquisition of cannabis competitor to realize cost synergies and to diversify product offerings across various market segments in 
largest cannabis transaction to date.

May, 2018
Mondelez International, Inc. 
(NASDAQGS:MDLZ)

Chicago, IL Tate’s Bake Shop, Inc. Southampton, NY

USD $500 million acquisition of baking products manufacturer and hospitality and food services provider to complement existing snack product 
offerings.

April, 2018
Premium Brands Holdings Corp. 
(TSX:PBH)

Vancouver, BC Oberto Sausage Company Seattle, WA

Acquisition of 100-year old family run business of specialty meats products, including brands like Oberto and Cattleman’s Cut by Vancouver 
based Premium Brands.

April, 2018
Marfrig Global Foods S.A. 
(BOVESPA:MRFG3)

Brazil National Beef Packing Co. LLC Kansas City, KS

Acquisition of 51% controlling stake in beef processing, packaging and delivery company operating internationally, resulting in Marfrig being 
the world’s second largest beef producer.



Whitehorn Merchant Capital is an independent, Western Canadian financial advisory firm 
that provides business owners and management teams with capital raising, acquisition, and 
sale of business transaction solutions.

Contact Whitehorn today for expert advice on accessing capital, 
planning for business growth, and addressing business succession. 
We look forward to helping you reach the achievement of your goals.

Whitehorn Merchant Capital Inc.
Suite 270, 333 - 24 Avenue SW 
Calgary, Alberta  T2S 3E6 
403-718-9860 | www.whitehorncapital.com

The Whitehorn Advantage

Whitehorn’s senior professionals will lead your transaction 
from initiation to closing. We will support you and your 
transaction so you can ensure your business performs 
through closing, which is critical to obtaining an industry 
leading valuation.

Transaction Management

Whitehorn creates comprehensive, industry leading 
marketing materials which help buyers and investors 
understand your business, your competitive advantages, 
growth potential, and unique value proposition.

Marketing and Presentation

Whitehorn knows the buyers and investors in your industry. 
We know which strategic and financial parties are active in 
the market today, the transactions they’ve done, what they 
want, and what they’re willing to do.

Industry Focused Network

Maximizing your value maximizes our value. By presenting 
your business in the best way possible, to the most motivated 
buyers and investors, we will add significant value to your 
transaction.

Maximizing Value

Our Services

Whatever milestone transaction you are considering, Whitehorn’s leaders can guide you through the 
process. We have the network in your industry and the experience to implement a tailored, effective 
strategy for you and your business.

Financing AcquisitionsSale of Business Management Buyout


