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Q3 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 forecasted gross margin for 2018 is 24.3%, consistent with the previous forecast at the end of Q2 2018. The gross margin forecasted exhibits 
a slight improvement compared to the margins recorded between 2014 and 2017.

• The forecasted EBITDA margin in 2018 is 12.0%, revised slightly lower compared to the previous forecast of 12.6% at the end of Q2 2018. This 
margin is fairly consistent compared to the previous two years.

• The average industry revenue growth in 2018 is expected to increase from 7.1% forecasted last quarter to 9.0% this quarter. The revised forecast 
is fairly consistent with 2017’s actual revenue growth of 9.2%. One of the factors contributing towards this increase in revised forecast is the 
USD/CAD exchange rate, which continues to be favourable for Canadian manufacturers exporting their products to US markets.
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Sector Performance 
Updates & Outlooks
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Average Revenue Growth
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Overview - Key Takeaways
• The Industrial & Commercial Machinery sector is expected to experience strong revenue growth in 2018, leading all sectors at 15%. The 

rebound in 2017 and 2018 revenue growth levels follow two negative revenue growth years in 2015 and 2016.

• This is followed by the Miscellaneous Manufacturing sector with expected revenue growth of 9% in 2018. The Fabricated Metals sector 
is expected to experience relatively flat revenue growth compared to 2017 levels.

• The forecasted EBITDA margins across all sectors are relatively consistent across the Canadian manufacturing industry, with changes to 
EBITDA margins falling between 1% and 2% compared to 2017 margins.
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Q3 2018 Key Highlights

Quarter in Review

Tariff Impact Since May

• In August Liberals announced $863 million in aid to mitigate the 
impact of US tariffs on companies and the agriculture sector.

• Canada has received $300 million in duties due to retaliatory 
tariffs it imposed on US

• Canadian steelmaker Stelco Holdings estimates tariffs have cost 
them $11 million in the second quarter of 2018.

• Canada, the US and Mexico have reached an agreement and 
25-year-old NAFTA has been replaced with new United States- 
Mexico-Canada Agreement (USMCA).

• LNG Canada project announces final investment; project to begin 
construction immediately.

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

• TESLA: Elon Musk ousted as Chairman, to remain CEO.

USMCA

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 USMCA. The terms, 
which all countries have said are agreeable are highlighted below:

Tesla’s Implosion

In light of The Securities and Exchange Commission (SEC) filing a 
lawsuit against TESLA (NASDAQ:TSLA)’s CEO Elon Musk, Musk has 
now been removed as Chairman of the company but will remain CEO 
for now. The electric vehicle manufacturer’s first in command sent out 
a Tweet in August of this year stating he was prepared to take TESLA 
private at US$420 per share with already secured funding. The SEC 
is now charging him with fraud, claiming this statement was “false 
and misleading,” and that Musk failed to properly notify regulators of 
material company events.

Recently, investors have been keeping a keen eye on Tesla’s profits 
and cash flow, and in short, they’ve been worried. Even before the 
lawsuit, the company and Musk had been under fire by the media for 
both questionable behaviour (Musk) and extremely poor performance 
(Tesla). The company has a market cap of US$50 billion and has 
raised US$38 billion in debt and equity since 2008. In Q1 and Q2 of 
2018, the company lost US$1.4 billion, and according to Bloomberg, 
the rate at which Tesla was burning cash as of May of this year was 
US$6,500 per minute.

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

• Stronger intellectual property provisions.

• Tighter rules of origin for auto production – Steel and aluminum 
tariffs imposed by the US earlier this year are to remain in effect. 
There is no update or timeline as of yet regarding when these 
will be lifted. However, USMCA creates limited carve-outs for 
both Canada and Mexico. All auto industries are unlikely to be 
significantly affected.

• 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.

Auto Industry

• Protection for both Canada and Mexico.

• Auto tariffs are non-existent unless exports top 2.6 million units 
annually, which represents current export volume (1.8 million units 
annually) plus at least 40 per cent growth.

• 75 per cent of car contents to originate from the US and Mexico, 
up from current 62.5 per cent.

• 40 per cent of cars to come from workers whose pay averages 
more than US$16 per hour.

Dispute Resolution

• Previously, NAFTA had three kinds of dispute settlement systems.

• Two will remain in USMCA, basically unchanged but renamed.

• Chapter 20 – State-to-state dispute settlement.

• Chapter 19 – Dispute settlement agreement mechanism, which 
Canada was fighting strongly for. The US felt this undermined the 
autonomy of their courts, as it called on a panel of representatives 
from each country involved in a dispute instead of the country 
filing the dispute resolving it within their own court system. Trudeau 

Sunset Clause

felt the panel was the only fair way to resolve disputes. Canadian 
lumber companies often use Chapter 19 to remove blocks on their 
exports to the US.

• Chapter 11 – Investor-state dispute settlement. This has been 
phased out between the US and Canada, but remains for Oil & 
Gas, infrastructure and telecommunications between the US and 
Mexico.

• USMCA runs out after 16 years.

• The US was pushing for a five-year expiry date, but Canada and 
Mexico wished for more stability.

• Six years from now, the three member countries will review the deal 
and have the option to extend it beyond that term.
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Quarter in Review

During the second quarter of this year, Tesla suffered backlash for 
Musk’s conduct (he was captured smoking pot during a live podcast), 
dismissive comments toward investors (he was quoted as telling them in 
a press meeting that they were asking “boring, bonehead questions,” 
though he later apologized), and brash social media communications, 
including the incriminating “funds secured” Tweet. 
 
The company’s free cash flow has been negative for six consecutive 
quarters, with a 15% increase in payables in Q2 2018. Tesla spent 
approximately US$146 million on interest payments for its long-
term debt in Q1 2018, roughly the same interest as General Motors 
Company (NYSE:GM) (GM), a company with ten times more revenue. 
Since its IPO in 2010, Tesla has raised US$19 billion. Investment bank 
Jefferies and credit rating firm Moody’s predicted last March “the 
company would be forced back to investors to raise as much as US$3 
billion to cover for lagging Model 3 production, and even more during 
the second half of 2019.” Goldman predicts US$10 billion. Musk 
tweeted in April that Tesla “will be profitable and [have positive] cash 
flow in Q3 [and] Q4 [2018], so [there was] obv[iously] no need to 
raise money.

Critics such as George Noble of Noble Capital Advisors, which has 
been investing in car companies for over four decades, and Mark 
B. Steigel of Stanphyl Capital, which has a large position shorting 
Tesla, tend to disagree with Musk. According to The Star, this is for a 
range of reasons. Firstly, the stock is overvalued. Tesla currently has 
a market valuation of US$50 billion. Until recently, Tesla was worth 
more than GM, but in 2017, GM sold 9.6 million vehicles and made 
US$12.8 billion. Tesla sold just over 100,000 cars and lost US$2.2 
billion. In addition to burning cash at an alarming rate and less than 
comforting behaviour by Musk - he revealed to the New York Times 
during an emotional interview in August that he has been through an 
“excruciating” and physically-tolling year, there are also questions 
about actual demand. As The Star states, according to Tesla, every 
vehicle it manufactures is spoken for and has had a deposit paid 
for it. However, hundreds of Tesla cars have been parked for weeks 
in California car lots. The company has also been pursuing various 
marketing tactics in order to solicit sales of already-produced vehicles.

EBITDA Margins: Tesla vs. Ford vs. GM
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Seeking Liquidity or Financing?

At Whitehorn we maintain regular contact with key strategic buyers 
and financiers from North America and around the world. We are 
able to connect potential clients with financiers who are an ideal fit for 
whatever transaction they may be considering, namely management 
buyouts and acquisitions.

If you are seeking liquidity from your business or are interested in 
partnering with a financial group to expand your operations, we 
currently have an experienced financial partner seeking companies 
that fit the following criteria:

Geography

• North America-based.

Ownership & 
Size

• Majority control; up to $10 million in EBITDA.

• Control buyout of platform companies; up to $400 
million in enterprise value.

• Non-control; $5 million or more in EBITDA.

Partnership 
Characteristics • Offers businesses both financial and strategic resources 

to fuel growth.

• Vast access to executive network, polled purchasing 
and consulting opportunities in a variety of areas.

Should you be considering raising capital to grow your business or are 
seeking liquidity from your business, contact Whitehorn today for more 
information and to learn how we can connect you to financing tailored 
to your specific needs.
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Canadian Manufacturing 
Companies
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Q3 2018 Manufacturing M&A Activity by Sector

• There were 25 manufacturing transactions tracked by Whitehorn in Q3 2018, compared to 21 tracked in the previous quarter. There were 25 
transactions tracked within the comparable quarter last year. The number of manufacturing transactions have been fairly consistent over the 
past eight quarters.

• There were a total of 67 transactions tracked within the first nine months of 2018, compared to 61 transactions tracked within the comparable 
period last year.

• There were 16 transactions with disclosed values in Q3 2018, which added up to $3.2 billion. This is slightly lower compared to the nine 
disclosed transactions last quarter amounting to $4.4 billion.

• There has been a consistent trend over the past six quarters, where the majority of disclosed transactions tracked involve companies 
with enterprise values of less than $10 million. This consists of larger manufacturing companies acquiring smaller competitors to expand 
operations or smaller companies consolidating operations to realize synergies and to better compete with larger companies.

Q3 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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Based on the publicly traded Canadian manufacturing companies, the average EV/EBITDA is expected to decline slightly in 2018 compared to 
2017 levels, with the Industrial and Commercial Machinery sector being the only exception.
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Recent Canadian 
Manufacturing Transactions

Date Acquirer Acquirer Location Target Target Location

September, 2018 Hanon Systems (KOSE:A018880) Daejeon, South Korea
Magna International Inc.’s 

(TSX:MG) global fluid pressure & 
controls business

Aurora, ON

$1.23 billion acquisition of global fluid pressure and controls business from Magna International Inc. (TSX:MG) to accelerate Hanon’s 
growth and to generate margin improvement through economies of scale and operational synergies.

September, 2018
Demers, Manufacturier d’Ambulances 
Inc.

Beloeil, QC Crestline Coach Ltd. Saskatoon, SK

Acquisiiton of ambulances and specialized vehicles manufacturer and buse distributor to broaden service offerings.

August, 2018 BRP Inc. (TSX:DOO) Valcourt, QC Triton Industries, Inc. Lansing, MI

Acquisition of North American manufacturer of the Manitou pontoon brand with 160 employees aligned with BRP’s global marine 
strategy.

July, 2018
Mission Ready Solutions Inc. 
(TSXV:MRS)

Vancouver, BC Unifire, Inc. Spokane, WA

USD $9 million acquisition of military and rescue equipment manufacturer and distributor to gain access to client base and established 
vendors.

July, 2018
AG Growth International Inc. 
(TSX:AFN)

Winnipeg, MB SABE Group Chauche, France

Acquisition of provider of processing solutions to the food, pet food, animal feed, fertilizer and biomass industries, including equipment 
manufacturing, engineering and installation.

July, 2018 Intertape Polymer Group Inc. (TSX:ITP) Montreal, QC Polyair Inter Pack Inc. Toronto, ON

$50 million cash acquisition of protective packaging solutions manufacturer with seven manufacturing facilities and a distribution center in 
North America.

July, 2018 Jenoptik AG (XTRA:JEN) Thuringia, Germany Prodomax Automation Ltd. Barrie, ON

Acquisition of machine integration and process automation services within the automotive industry to strengthen its position as a full-service 
turnkey provider of complex automated manufacturing solutions.

July, 2018
Compagnie Générale des 
Établissements Michelin (ENXTPA:ML)

France Camso Inc. Magog, QC

USD $1.45 billion acquisition of rubber tracks producer for farm equipment and snowmobiles to bolster Michelin’s specialty equipment 
business.

July, 2018 Savaria Corp. (TSX:SIS) Valcourt, QC Garaventa Accessibility AG Schwyz, Switzerland

$98 million acquisition of wheelchair lifts and elevators manufacturer to expand its geographical presence worldwide and to take 
advantage of anticipated synergies.

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 consolidating 
within the industry.



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


