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Q3 2018 Industry 
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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 forecasted gross margin for the industry in 2018 is 25.6%, relatively similar to the previous forecast of 25.9% at the end of Q2 2018. The 
margin is consistent with the past few years range between 23% and 26%.

• The EBITDA margin forecasted in 2018 is 13.5%, similar to the previous forecast of 13.8% at the end of Q2 2018. This represents an improvement 
compared to the previous years since 2014 as companies within the industry continue focusing on cost reduction efforts to boost profitability.

• The forecasted revenue growth in 2018 is 1.3%, representing a slight decline from the previous forecast of 2.4% at the end of Q2 2018. Revenue 
levels are expected to be relatively flat within the manufactured food industry.
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Sector Performance 
Updates & Outlooks

Average Revenue Growth
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Overview - Key Takeaways
• The forecasted average revenue growth within each sector is relatively flat compared to 2017 revenue levels. This is a common characteristic 

seen in matured industries with less significant room for growth.

• The Seafood sector (4%) is expected to lead the overall industry’s revenue growth in 2018, due to the continued increase in seafood demand, 
particularly from Europe and Asia.

• The average EBITDA margin forecasted within the food manufacturing industry in 2018 ranges between 10% and 18%. All sectors are 
forecasted to see an increase in EBITDA margins compared to 2017 margin levels.

• The Dairy Products sector has been in the spotlight over the past year throughout NAFTA negotiations as the US pushed to access Canada’s 
protected supply management system. This sector will continue to be monitored to determine the impact of the new USMCA.
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• Canada, the US and Mexico have reached an agreement and the 
25-year-old NAFTA has been replaced with the new USMCA.

• Coca-Cola Co. is closely monitoring the cannabis industry and is 
interested in CBD-infused beverages.

• US Federal Reserve raises interest rates, says more hikes coming.

Bugs: The Food of the Future
The small town of Balzac, Alberta will soon become the newest 
location for Enterra Feed Corporation (Enterra) with the construction 
of a 180,000 sq. ft. warehouse. The private company specializes in 
the development and manufacture of sustainable insect-based feed 
ingredients for the fish, poultry, and pet food industries. 
 
Enterra raises black soldier fly larvae, which is extremely high in 
protein levels. The insects are in tune with what animals (especially 
poultry) would eat in the wild. The entire process is sustainable, as the 
bugs are fed with food waste which would otherwise be discarded or 
composted. Enterra is the first company in both the US and Canada 
to receive regulatory approvals for its insect ingredients; it is also 
registered in the Europeans Union’s Trade Control and Expert System 
(TRACES), allowing it to export to all EU member countries, and has 
further global expansion plans for the near future. The global insect 
ingredient sector is expected to top out at over $1 billion in revenues 
by 2022. Insect meal could replace up to 300 million tons of animal 
feeds as the world population continues to rise while space and 
traditional food sources are limited. 
 
Enterra has gone through three rounds of Series B funding totaling 
$10 million from funders around the world, including Calgary. The 
company’s sales have tripled annually. 

Q3 2018 Key Highlights

Quarter in Review

Understanding Canada’s Food Supply 
Management System

Supply management allows dairy, poultry, and egg commodity 
sectors to limit their product supply to what Canadian consumers are 
expected to purchase to ensure predictable, stable prices. The system 
began in Canada in the 1960s during a time of overproduction due 
to technological advances, resulting in low prices. It became too 
expensive for the government to directly support farmers’ incomes, 
and it wanted to make the industry itself sustainable. First, production 
quotas for each province are set by a national marketing agency. To 
sell product, farmers must hold a quota, which is a license to produce 
up to the set amount. In 2015, there were 16,000 quota holders in 
Canada, most of these being dairy farmers in Ontario and Quebec. 
Next, minimum prices are set. Producers are guaranteed minimum 
prices for products, and farmers negotiate minimum “farm gate prices” 
with processors. Critics maintain managed products cost wealthy 
families on average an extra $554 annually and low-income families 
an extra $339. Finally, high tariffs are placed on imports, making 
them considerably more expensive for Canadians, effectively leaving 
domestic products as the only option. 
 
When examining whether prices for Canadians would lessen through 
without supply management, it is important to look to the past and 
other countries who have gone through deregulation. In both Australia, 
which deregulated in 2001, and New Zealand, which deregulated in 
1984, dairy prices have steadily increased ever since. Deregulation 
would also significantly change who supplies our milk. It would mean 
fewer small farms and more large ones. The government would also be 
forced to begin paying subsidies to farmers, which consumers would 
have to pay for with their tax dollars. If more milk came from large-
scale American producers, average Canadian prices still may not fall 
due to fewer local dairies and higher transportation costs. This would 
especially affect Canadians in small and more northern communities. 
Quality could also be greatly affected as the US uses significantly 
more hormones in their dairy cattle (a practice which is already 
completely banned in the European Union).

USMCA

USMCA
• Improved access to Canada’s dairy market for US farmers.

• Stronger intellectual property provisions.

• Canada agreed to raise the threshold for applying duties to cross-
border purchases, a key demand from the US. Canada’s new so-
called ‘de minimis’ level will be $150 for customs duties, up from 
the current $20, and $40 for sales taxes.

• The agreement runs out after 16 years, but will be reviewed after 
six with the option to extend it beyond that term.

The US, Canada and Mexico finally reached a consensus on 
September 30 and the three nations struck a deal on trade, 
announcing a revised NAFTA, now known as the United States-
Mexico-Canada Agreement (USMCA). The terms, which all countries 
have said are agreeable are highlighted below:

Dairy

• US gains expanded access to Canada’s protected dairy market. 
• Canada to eliminate Class 7 milk pricing system that undercuts 

American sales of milk products. 
• New measure to prevent Canada from spilling outside its borders. 
• Market access for the US between 3.3% to 5%, same as granted to 

European Union (CETA).
• The US already exports $500 million of milk products duty free to 

Canada annually. 

• Dispute resolution meets Canada’s desires and Chapter 19, which 
allows trade disputes to be settled by a panel of representatives 
instead of a single country’s court system, remains intact.
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Quarter in Review

Canada’s Cannabis Legalization Update
As the October 17 date for legalization of marijuana in Canada draws 
closer, sales projections and further information regarding the number and 
locations of pot retailers in each province are becoming available. 
Statistics Canada (StatsCan) estimates 5.4 million people will buy 
cannabis in the legal market and another 1.7 million will keep making 
illicit purchases in the last quarter of 2018. According to Bloomberg, 
Canadians are expected to spend $1 billion on legal marijuana, while 
illegal sales will make up 24 per cent of the market with sales expected 
to be in the range of $254 million to $317 million. StatsCan is preparing 
to incorporate marijuana sales into its growth figures, which could add as 
much as $8 billion to the gross domestic product, according to Toronto-
Dominion Bank. 
 
The consumer Cannabidiol (CBD) market is also expected to grow in the 
US Coca-Cola Co. (NYSE:KO) is currently in talks with Aurora Cannabis 
Inc. (TSE:ACB) to manufacture cannabis-infused beverages which, unlike 
CBD-infused alcoholic beverages (which are also being discussed 
by numerous manufacturers) which are intended to provide a greater 
‘buzz’, will ease inflammation, pain and cramping. This would be an 
unprecedented crossover by an iconic brand into the marijuana sector.

Rules by Province

Newfoundland and Labrador 
• 24 private retail cannabis locations 
• Clear majority owned and operated by large corporations

Prince Edward Island 
• Four government-owned stores in Charlottetown, Summerside, 

Montague, West Prince 
• Province recently signed supply agreement with Vancouver-

based Tilray (NASDAQ:TLRY)

Nova Scotia 
• Government-owned Nova Scotia Liquor Commission (NSLC) will 

be sole physical cannabis retailer 
• 11 NSLC locations across province will offer 150 different 

cannabis products within existing alcohol retailers

New Brunswick
• 20 Cannabis NB locations 
• Province so prepared for legalization that Finance Minister 

Cathy Rogers publicly lamented the loss in profits due to pushed 
back legalization date from June to October

Quebec 
• 20 cannabis stores, though Quebec has10 times the population 

of New Brunswick, which will have the same number 
• Will open 20 locations gradually, though only 14 announced so 

far, half of them either in Quebec City or Montreal

Ontario 
• No brick and mortar stores open in time for legalization 
• Premier Doug Ford – Ontario Cannabis Store (OCS) will be 

online only format as of October 17; private businesses will 
handle all brick and mortar operations, though not released who 
will be allowed until April 2019

Manitoba 
• Four private retail consortiums expected to have roughly 30 

cannabis stores stocked and staffed in time for legalization 
• Hiku Brands (acquired by Canopy Growth for $250 million) to 

open 10 stores under Tokyo Smoke brand 
• Goal of having 90 per cent of population living within 30 

minutes of cannabis retailer by end of decade

Saskatchewan
• 51 winning cannabis retailers given approval to open storefronts 

as of October 17

Alberta 
• Has more cannabis stores in works than the rest of Canada 

combined 
• Alberta Gaming, Liquor and Cannabis Commission (AGLCC) 

placed no limit on number of applications for private retail 
storefronts – 700 applicants submitted as of late August 2018 
with several applying for multiple locations 

• City of Calgary – 240 businesses applying to open pot shops 
• AGLCC estimates at least 150 stores will be licensed, stocked, 

and staffed by mid-October 
• Each Alberta municipality will be able to establish limits on 

the number of retailers allowed to operate in their jurisdiction, 
similar to liquor stores 

British Columbia 
• Lags behind most provinces in putting together a cannabis retail 

strategy 
• Official plan calls for mix of both privately-owned and 

government-run locations under “BC Cannabis Stores” banner 
• BC government only started accepting applications from private 

retailers as of August 10 
• City of Vancouver is already believed to have several dozen 

illegal cannabis retailers

Yukon Territory
• A 1,500 square foot warehouse in Whitehorse will be the 

province’s only cannabis storefront, selling product from Tilray, 
Canopy Growth Corp. (TSE:WEED), Broken Coast Cannabis and 
Whistler Cannabis Company starting at $8/gram 

Northwest Territory 
• Six government-run liquor stores in Hay River, Inuvik, Fort Smith, 

Norman Wells and Fort Simpson will be the only physical source 
for residents of NWT on legalization day 

• Private retailers will eventually be allowed – application process 
beginning December 2018

Nunavut 
• Online retail is the only option for the foreseeable future  
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Q3 2018 M&A Activity by Sector
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Whitehorn closely follows the M&A activity in the North American Food Manufacturing space. A comparison of transactions in Q3 and Q2 of 
2018 is as follows:

Q3 2018
• There were 16 transactions within the Food Manufacturing industry tracked by Whitehorn in Q3 2018, compared to the 25 transactions 

tracked in Q2 2018. This number was also significantly lower compared to the 49 transactions tracked in the comparable quarter last year.
• YTD, there have been 63 transactions tracked within the industry, significantly lower compared to 131 transactions tracked within the first nine 

months of 2017.
• There was a total of $2.8 billion in disclosed transaction value in Q3 2018, compared to $16.8 billion in Q2 2018 and $13.8 billion in the 

comparable quarter last year.

0.0x

5.0x

10.0x

15.0x

20.0x

Average EV/EBITDA

‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F ‘14 ‘15 ‘16 ‘17 ‘18F

13x
14x

13x
14x

13x

15x
14x

16x
15x

13x

16x

14x

13x

17x

12x

18x

12x

11x

15x

10x

14x14x

12x12x

13x

15x15x
14x

15x

12x
13x

12x
11x

15x

12x

15x

12x
13x

14x

12x

14x

13x13x13x
12x12x12x

11x

13x

10x

Bread
Products Confectionary

Dairy
Products Ethnic Foods Frozen Foods

Grain Mill
Products

Meat
Products

Organic
Foods

Prepared and
Preserved Foods Seafood

M&A Activity

• The average EV/EBITDA of publicly traded food manufacturing companies tracked by Whitehorn are expected to fall between 10x and 13x 
in 2018.

• With NAFTA negotiations ending and the introduction of the new USMCA, food companies are closely monitoring the situation to determine 
the significance of any impact as a result of the negotiations. This may result in increase volatility in the short term, which will affect the market 
cap and consequently, the enterprise value of these publicly traded companies.
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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 
diversify product offerings.

Date Acquirer Acquirer Location Target Target Location

September, 2018 Swander Pace Capital San Francisco, CA Fine Choice Foods Richmond, BC

Acquisition of developer, manufacturer and distributor of fresh and frozen Asian flavored appetizers to retail and foodservice channels in 
Canada and the US.

September, 2018 Amplify Snack Brands, Inc. Austin, TX Pirate Brands, LLC Parsippany, NJ

USD $420 million all cash acquisition of snack producer with brands like Pirate’s Booty, Smart Puffs and Original Tings to diversify parent 
company’s Hershey’s (NYSE:HSY) business operations.

September, 2018 Kraft Heinz Canada Inc. Toronto, ON Ethical Bean Coffee Company Ltd. Vancouver, BC

Asset acquisition of coffee producer and supplier with a focus on responsible and sustainable sourcing.

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

Richmond, BC Ready Seafood Co. Portland, ME

Acquisition of lobster processor and distributor with three production facilities to continue growing seafood platform.

August, 2018 PepsiCo Inc. (NASDAQGS:PEP) Purchase, NY
SodaStream International Ltd. 

(NASDAQGS:SODA) Israel

USD $3.3 billion cash acquisition of home beverage carbonation systems manufacturer to diversify away from soda market and gain 
more exposure to water consumers. 

August, 2018 Tyson Foods Springdale, AZ Keystone Foods LLC West Chester, PA

USD $2.16 billion acquisition of meat and poultry manufacturer to gain additional access to the restaurant industry and to increase its 
international presence.

July, 2018
Sensient Technologies Corp. 
(NYSE:SXT)

Milwaukee, WI Mazza Innovation ltd. Delta, BC

Acquisition of botanical extraction technology provider to conduct extraction from natural plant sources using environmental friendly 
extraction methods instead of traditional chemical solvents.

July, 2018 Management Regina, SK
AGT Food and Ingredients Inc. 

(TSX:AGT) Regina, SK

$320 million acquisition of 72.5% equity stake in staple foods and food ingredients producer by management group.

July, 2018
McCormick & Company Inc. 
(NYSE:MKC)

Sparks, MD Reckitt Benckiser’s Food Division United Kingdom

USD $4.2 billion acquisition of food division providing various condiments, including brand names like Frank’s, French’s and Cattlemen’s.



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


