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Q2 2018 Industry 
Performance & Trends
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Whitehorn Merchant Capital Inc.’s Manufacturing Industry Report includes performance trends and transaction activity observed in the past 
quarter. This industry is comprised of companies active in Industrial and Commercial Machinery, Rubber and Plastics, Transportation Equipment, 
Fabricated Metals, and Miscellaneous Manufacturing. All financial data 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 gross margins in 2018 are expected to improve from 2014 to 2017 levels.
• EBITDA margins are also forecasted to improve for the overall industry in 2018 compared to the past few years.
• The Canadian manufacturing industry is expected to continue a revenue growth trend that began in 2016. The revised revenue growth 

forecast for 2018 is 7.1% higher than the previously forecasted 5.0% at the end of Q1 2018.

Average Industry Revenue Growth

2014 2015 20172016 2018F

4.3%

-6.5%

9.2%
6.8%

7.1%

-8.0%

-6.0%

-4.0%

-2.0%

6.0%

8.0%

10.0%

4.0%

2.0%

0.0%



Q2 2018 Manufacturing Industry Report         3

Sector Performance 
Updates & Outlooks

Average EBITDA Margins
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Overview - Key Takeaways
• EBITDA margins are expected to be relatively stable across all sectors in the manufacturing industry for 2018. The Miscellaneous 

Manufacturing sector is expected to increase from 11 per cent to 14 per cent in 2018.

• The Rubber and Plastics, Transportation Equipment and Miscellaneous Manufacturing sectors are forecasted to experience 
positive revenue growth in 2018. On the other hand, the Fabricated Metals sector is expected to experience a 4 per cent decline in revenue 
growth in 2018, while transportation equipment is expected to drop by 2 per cent.

• The Industrial & Commercial Machinery sector experienced significant growth in 2017 due to the rebound in commodity prices and the 
increase in orders, with 2018 growth returning to a more realistic target.

• The recent increase in trade uncertainty and implementation of tariffs mean revenue growth forecasts may vary significantly in the near term.



4          Whitehorn Merchant Capital

Q2 2018 Key Highlights

Quarter in Review

Auto Tariffs

In addition to imposing import duties of 25 per cent on steel and 10 
per cent on aluminum,  U.S. President Trump also threatened a further 
25 per cent auto tariff, which experts are now saying would devastate 
the Canadian auto industry. There is still some debate on whether these 
tariffs would be imposed on completed vehicles only or every time an 
auto part crosses the border, which could be anywhere between one 
and six times for many parts and components.

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.

12 0 0 0 0

$80 BILLION
IN ECONOMIC ACTIVITY ANNUALLY.

• 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 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.

CA N A D I A N S  A R E  D I R E C T LY
E M P LOY E D  I N  T H E
A U TO  M A K I N G  I N D U ST R Y,

Further Facts

• Motor vehicles and parts were Canada’s biggest export after energy 
products, representing 16 per cent of the $7.4 billion in shipments 
over the first four months of 2018.

• If tariffs are implemented, they would reduce Canada’s economic 
growth by 0.6 per cent, according to an estimate by Brett House, 
Deputy Chief Economist at Bank of Nova Scotia.

• 85 per cent of the 2.2 million vehicles made in Canada annually are 
shipped to the United States.

• $18 billion in parts made in Canada annually are shipped to U.S. 
assembly, engine or transmission plants.

• A 25 per cent tariff would amount to $6,200 per vehicle on average.

• While total Canadian auto production may decline by as much as 
135,000 units between 2016 and 2020, Mexico’s production is 
forecast to rise by 850,000. Mexico is the second largest North 
American producer of light vehicles, according to the Center for 
Automotive Research, thanks to NAFTA and other trade deals.

Vehicle Sales Final Assembly Locations
Ford F-Series 42,657 Michigan; Missouri

Ram Pickup 27,068 Michigan; Mexico

Honda Civic 19,873 Alliston, Ont.; Indiana

Chevrolet Silverado 18,855 Oshawa, Ont.; Indiana; Michigan; Mexico

GMC Sierra 18,177 Oshawa, Ont.; Indiana; Michigan; Mexico

Honda CR-V 17,121 Alliston, Ont.; Indiana; Ohio

Toyota RAV4 15,963 Woodstock, Ont.

Dodge Caravan 14,953 Windsor, Ont.

Toyota Corolla 14,393 Cambridge, Ont.; Mississippi

Nissan Rogue 13,917 Tennessee

The Best-Selling Cars in Canada

Source: DesRosiers Automotive Consultants; AutoForecast Solutions via The Globe and Mail

W H I C H  D E L I V E R S

Source: Design Engineering



Q2 2018 Manufacturing Industry Report         5

Quarter in Review

Initial Public Offerings
In Q2 2018, there were two initial public offerings (IPOs) involving 
Canadian manufacturing companies, as listed below:

IPL Plastics Inc. (TSX:IPLP)
Stock Exchange Toronto Stock Exchange

Initial Filing Date May 4, 2018

Gross Offerings $178 million

Business Description

• Provides various packaging solutions primarily 
in the US, Canada and the UK, including 
containers, lids, custom packaging solutions etc.

• Serves the food, consumer, environmental, 
automotive industries.

American Aires Inc.
Stock Exchange Canadian Securities Exchange (CSE)

Initial Filing Date June 18, 2018

Gross Offerings $7.2 million best efforts basis

Business Description

• Manufactures and distributes devices 
intended to protect customers from harmful 
electromagnetic emissions emitted by modern 
electronic devices.

• President and CEO, Dimitry Serov, indirectly 
controls ~50% of outstanding common shares.

Canadian Softwood Lumber

• Just over one year has passed since the U.S. imposed hefty import 
duties on Canadian softwood.

• Current strong demand for wood and record high market prices 
show the industry is holding up and Canadian producers are 
thriving.

• Forest Products Association of Canada has not seen any mill 
closures linked to the trade dispute.

• A 30 per cent increase in prices has offset the 10 to 24 per cent 
import duties imposed by the U.S.

• Publicly traded lumber data shows at least $195 billion has been 
deposited with the U.S. to pay duties.

• Canada is currently trying to negotiate a trade settlement on softwood, 
however the U.S. has been unwilling to compromise thus far.

China Cuts Car Import Duty to 15 Per Cent

• China will decrease the import duty on passenger cars to 15 per 
cent from its current 25 per cent duty, which has been in place for 
over a decade, effective July 1, 2018.

• Reduction was made in an effort by Chinese officials to diffuse 
tensions with the U.S.

• The import duty on car parts will be reduced to 6 per cent, 
according to China’s Finance Ministry.

• Imported cars made up 4.2 per cent of China’s 28.9 million in 
automobile sales in 2017.

• Of the $51 billion of China’s vehicle imports in 2017, roughly 
USD$13.5 billion came from North America.

• According to China’s Passenger Car Association, China imported 
280,208 vehicles, or 10 per cent of all imported automobiles from 
the U.S. last year.

Source: China Automobile Dealers Association via Bloomberg

• Lumber market prices are rising partly because of the duties, but 
also because high housing starts and supply-chain concerns in the 
U.S. are increasing demand. The increase in price has discouraged 
many U.S. consumers from purchasing from Canada, however 
selling less for more means Canadian lumber suppliers’ revenue 
lines remain strong.
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Canadian Manufacturing 
Companies
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• There were 21 transactions within the industry in Q2 2018, similar to the 21 transactions in Q1 2018 and the 19 transactions in Q2 2017.
• There were 42 transactions that occurred in the first half of 2018, 6 transactions or 17% higher than the 36 transactions tracked in the first half 

of 2017.
• 12 of the transactions in Q2 2018 involved companies within the Industrial and Commercial Machinery sector, representing 57% of the total.
• There were nine disclosed transactions in Q2 2018, with the total disclosed transaction value at $4.4 billion compared to $575 million in Q1 

2018 and $1.6 billion in Q2 2017.

Q2 vs. Q1 2018

Whitehorn closely follows the M&A activity in the Canadian Manufacturing space. Sectors in this space include companies active in Industrial and 
Commercial Machinery, Fabricated Metals, Rubber and Plastics, and Transportation Equipment.

M&A Activity
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Recent Canadian 
Manufacturing Transactions

Date Acquirer Acquirer Location Target Target Location

June, 2018 Magna International Inc. Aurora, ON OLSA S.p.A Italy

$354 million acquisition of automotive optical lighting products manufacturer with global presence to expand its design, engineering and 
manufacturing capabilities.

June, 2018 Davis-Standart, LLC Pawcatuck, CT Brampton Engineering Brampton, ON

Acquisition of globally recognized blown film technology manufacturer to increase product offerings to existing customers.

May, 2018 CCL Industries Inc. Toronto, ON Nortec International Ltd. Israel

$9 million acquisition of manufacturer of durable labels and direct laser marketing technology with turn-key traceability systems by Toronto 
based CCL to strengthen presence in the electronics industry.

May, 2018 Snam S.p.A. (BIT:SRG) Italy
Westport Fuel Systems Inc. 

(TSX:WPRT)’s natural gas compressor 
business

Vancouver, BC

Acquisition of manufacturer and supplier of alternative fuel systems and components for the transportation and industrial markets by Italian 
company for 12.5 million euros.

May, 2018 ADDEV Materials SAS France Proform Inc. Laval, QC

Acquisition of manufacturer of tapes, adhesive parts, gasket materials and attachment tapes with $10 million in annual revenue and operations 
across North America.

May, 2018 Canadian Tire Corp. (TSX:CTC.A) Toronto, ON
Helly Hansen (owned by Ontario 

Teachers’ Pension Plan)
Norway

$985 million acquisition of outer garments manufacturer and distributor by Toronto based Canadian Tire to strengthen core outdoor and 
workwear business and accelerate its ability to distribute current and future owned brands internationally.

April, 2018 Savaria Corp. Laval, QC H.E.S. Elevator Services Inc.’s assets Denver, CO

$1.4 million acquisition of distributor, installer and service provider of elevator and lift products to strengthen direct sales and installation 
presence.

April, 2018 CCL Industries Inc. 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 GMS Inc. (NYSE:GMS) Tucker, GA WSB Titan Vaughan, ON

$777 million acquisition of building supplies distributor to provide new growth opportunites into Canadian market and to take advantage of 
cost synergies estimated at $10 million annually.

The table below summarizes a selection of recently closed and announced transactions in the Manufacturing sector involving  companies in 
North America that are active in mergers and acquisitions. Transactions this quarter include expansion into new geographies, as well as new 
areas and service line offerings.



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


