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Q2 2018 Key Highlights

Quarter in Review

• The Trump Administration in the U.S. removed steel and aluminum 
tariff exemptions on Canada, Mexico and the European Union. 
A 25 per cent tariff on steel and a 10 per cent tariff on aluminum 
came into effect on June 1, 2018. The federal government 
responded by imposing dollar-for-dollar tariff countermeasures on 
$16.6 billion worth of U.S. imports.

• The U.S. Federal Reserve raised interest rates for the second time this 
year in June and upgraded its forecast to four rate hikes in 2018.

• The Canadian Senate passed a historic bill on June 19 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.

• The federal government invoked national security threats to block 
the proposed $1.5 billion takeover of Canadian construction firm 
Aecon Group Inc. (TSX:ARE) by Chinese state-owned China 
Communications Construction Co. Ltd. (CCCC). The cabinet 
decision was made based on a national security review that 
determined the acquisition was not in Canada’s national security 
interest.

• The federal government announced the $4.5 billion acquisition of 
the Trans Mountain Pipeline (TMPL) and all of Kinder Morgan 
Canada Ltd.’s (TSX:KML) core assets. In return, Kinder 
Morgan will proceed with its original plan to twin the pipeline this 
summer while the sale is finalized. Upon completion of the sale, 
Canada will continue the construction process on its own, with a 
view to eventually sell the pipeline when market conditions improve 
in the future. The transaction will include a new crown corporation 
to manage the project.

• The Alberta government introduced three new incentive programs 
through the Energy Diversification Act, estimating that $2 billion in 
funding will attract more than $10 billion in private investment. The 
programs provide a combination of royalty credits, grants and loan 
guarantees designed to encourage energy diversification, which 
includes petrochemical and partial upgrading projects.

Trade War
U.S. President Donald Trump announced on May 31 that Canada (along 
with Mexico and the European Union) would no longer be exempt from 
tariffs on metals, including import duties of 25 per cent on steel and 10 
per cent on aluminum. 

Cannabis in Canada

A new report by CIBC estimates that non-medical marijuana sales will 
exceed spirits sales 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 Scotia 
consuming an average of 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.

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

Nunvut 13.6

Source: BNN Bloomberg

Statistics

• The U.S. imported ~37 million metric tonnes of steel in 2017, with 
~$6 million coming from Canada.

• The U.S. imported more than 50% of the 5 million tonnes of 
aluminum Canada exported in 2017.

Aluminum Tariff Impact
10% USD$256.3 million

20% USD$512.5 million

30% USD$768.8 million

Scenario Analysis

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

In February 2018, major companies who packaged their products 
using aluminum released a report on the potential impact of aluminum 
tariffs on the sectors they operate in. The companies which included 
Coca-Cola, PepsiCo and The Beer Institute conducted a scenario 
analysis to determine the impact of tariffs on their bottom lines. The 
results of the report has been summarized below:
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Whitehorn has been actively tracking M&A activities in various sectors. In Q2 2018, there was an increase in M&A activities involving companies  
seeking to diversify product offerings and expand geographically as companies continue to seek a competitive advantage relative to their 
competitors. Some of these transactions are highlighted below:

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 Mullen Group Ltd. (TSX:MTL) Calgary, AB Canadian Hydrovac Ltd. Sherwood Park, AB

Cash and stock acquisition of Sherwood Park, AB based hydrovac services provider to midstream, pipeline, construction and municipal sectors in 
Western Canada, estimated to add $25 million in annual revenue.

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.

April, 2018 CCL Industries Inc. (TSX:CCL.B) Toronto, ON Imprint Plus Richmond, BC

$25 million acquisition of manufacturer of professional, reusable name badge systems to complement similar end-use propositions in existing 
product offerings.

April, 2018 POWER Engineers, Inc. Hailey, ID MITKOR Consulting Ltd. Edmonton, AB

Acquisition of engineering and project management services to the power and electrical utility industry to extend suite of engineering services 
provided to clients.

April, 2018 NorthPoint Technical Services ULC Calgary, AB
Canadian motor repair business of 

Siemens Canada Ltd. Canada

Acquisition of motor repair business that provides repairing services of rotating industrial equipment, including motors, generators, gearboxes, 
switchgear, transformers, pumps, fans and turbines. 

April, 2018 Quorum Software Calgary, AB Entero Corp. Calgary, AB

Acquisition of energy software solutions provider for upstream and midstream sectors energy companies to add geo-specific and upstream 
expertise and products.

North American   
Mergers & Acquisitions

In response to the tariffs, Prime Minister Trudeau has retaliated by 
imposing tariffs on $16.6 billion worth of U.S. goods beginning 

Canadian Auto Industry
Experts are now saying that the threat of future 25 per cent tariffs on 
automobile imports could be far more detrimental for the Canadian 
economy and cause the loss of thousands of jobs on both sides of the 
border. There is still some debate on whether these tariffs would be 
imposed on completed vehicles only or every auto part that crosses 
the border. According to Jerry Dias, president of Canadian auto 
workers union Unifor, “65 per cent of all parts that go into a Canadian 
assembled vehicle come from the United States,” so if the latter tariff 
scenario comes into play, the effects may be disastrous.

Canadian Food Manufacturing

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 result in higher prices on several goods 
imported from the U.S., the resulting increase in Canadians buying 
strictly Canadian products may ultimately spark the Canadian 
economy and benefit our food industry and local producers.



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


