
Heightened global competition and consolidation, the quest for brand diversification, 
succession planning pressures and investors’ thirst for stable investment are the key factors 
driving deal activity in the Canadian food and beverage industry. 

   F&B sells

The Canadian food and beverage industry saw 54 mergers and acquisitions (M&A) 
transactions in the last trailing 12 months ending October 2013, up from 39 transactions a 
year ago―a dramatic 38% increase. Fuelled by long-term global and domestic trends, the 
sector is poised to see continued healthy deal activity into 2014 and beyond.

Domestically, small and mid-market players are pursuing consolidation opportunities. 
These deals make up the bulk of the transaction volume in the sector, as well as its most 
exciting growth stories. Although succession planning is a key driver behind some of these 
transactions, a company may also sell all or part of itself to get the financial backing it needs 
for further growth, or as part of a diversification strategy. 

Notable recent deals in this space include Nature’s Path’s acquisition of Que Pasa Mexican 
Foods, which combined complimentary strong brands in the booming organic/health food 
sector. Agrifoods International Cooperative’s acquisition of Earth’s Own Food Company and 
subsequent acquisition of Happy Planet is another compelling local diversification and growth 
story, as is Quebec’s Groupe St-Hubert Inc. acquisition of Le Maître Saladier.

   Grocery retail consolidation

The two grocer mega-deals—the CA$5 billion acquisition of Canada Safeway by Sobeys and 
the CA$13 billion purchase of Shoppers Drug Mart by Loblaws—while exponentially larger 
than the mid-market deals between Canadian food producers, address similar challenges. The 
grocery retail sector has a limited ability for organic growth. With more competition from US 
players for the Canadian market space, acquisitions—especially acquisitions that come with 
strong brands—are critical.
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   Brand is key
 
In virtually all deals in this space, brand is key. But building a brand is difficult and time 
consuming. It’s faster to acquire one. Multinational food and beverage giants are on eternal 
look-out for targets that have established a strong brand. Right now, they’re looking closely 
at North American companies, as per China’s Shuanghui International Holdings Ltd. 
US$7-billion purchase of Virginia-based pork producer Smithfield Foods Inc. On a modest 
scale, but closer to home, is Canada Bread Company Ltd.’s sale of its Olivieri Foods brand to 
Spain’s Ebro Foods. Many more deals, large and small, are on the horizon. 
 

   Financial buyers not getting left out

Financial players are also active buyers. They like the stability the sector provides consumers 
always need what food and beverage companies sell. The 2012 acquisition of Kicking Horse 
Coffee by Swander Pace Capital and partners is a stellar example of this trend with the 
2013 purchase of The Pita Bread Factory Limited by Chicago’s Arbour Investments. The sale 
of North American Tea & Coffee to TorQuest Partners’ owned Associated Brands and the 
subsequent sale of the combined entity to TreeHouse Foods Inc., is another. 
 

   Valuations up

The vibrancy of the sector is reflected in the rising enterprise multiples at which its stock is 
trading. Public companies involved in food and beverage production, retailing and distribution 
are trading above where they were 12 months ago, with the mean for all North American 
listed companies at 10.1x EBITDA, versus 9.3x a year ago.

M&A deals in the sector have had attractive pricing as well. Smaller, moderate growth, food 
companies tend to be valued at 5 to 7x EBITDA, while larger, faster growing companies 
typically attract multiples of 8 to 12x.

While transaction multiples are better today than they have been over the last three years, 
potential sellers should consider that multiples are affected by factors such as: size and timing 
of the deal, brand strength, quality of the financial information, the company’s growth profile, 
the strength of its management, its geographic penetration, among others.

Still, this is a good time to be a seller —the buyer pool is expanding with the entry of global 
players’ into the North American market and  financial investors are recognizing food and 
beverage companies are a stable investment with growth potential. Canadian companies with 
strong brands, profitable niches and strong track records may have an interesting menu of 
potential buyers to choose from in 2014.
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