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Macro-economic indicators: Canada
Canada is off to a strong economic start in 2017 following 
a tumultuous 2016 that featured several notable events 
including the Alberta wildfires, a drop in oil prices and the 
political uncertainty in the U.S. caused by the Presidential 
election. 

• As of April 12, 2017 the Bank of Canada has maintained  
its policy interest rate at 0.50%, citing the uncertain impact 
of U.S. economic decisions and foreign affairs policies. 
This was in contrast to the U.S. Federal Reserve raising 
interest rates by 25 basis points in March, the second time 
in three months. 

• Expectations for Real GDP growth in Canada for 2017  
have been increased to 2.6% according to the Bank of 
Canada’s most recent Monetary Policy Report, up from  
the 2.1% forecast published in January. 

• The S&P/TSX Composite Index rose to 15,547.75 by the 
end of the first quarter of 2017, a 1.7% increase since the 
close of 2016. 

• In the month of March, the Canadian economy added 
19,400 net jobs. This increase followed a string of job 
gains in the quarter with 15,000 in February and 48,000 
in January. 

• The Canadian dollar closed at 0.7472 USD at the end of Q1, 
representing a modest 0.36% decline from the previous 
quarter. 

Considered together, it appears that Canada’s economic 
outlook is relatively favourable for the year ahead.  

Sources: Bank of Canada, Capital IQ, Federal Reserve, Statistics Canada

North American mid-market M&A 
overview 
We have included an analysis of the last 8 quarters of 
Canadian and American mid-market merger and acquisition 
activity. Mid-market has been defined in this analysis as 
transactions with enterprise values under $100 million CAD. 
The information for this analysis was obtained from Capital 
IQ’s transaction database on April 3rd, 2017 and is intended 
to represent overall trends as the information may not be 
100% complete.

Quarterly overview

North American deal values continued to slide in Q1-2017, 
decreasing by 16.8% over Q4-2016 levels and 32.1% over 
Q1-2016. Many North American, and specifically American 
companies, delayed M&A transactions in Q4-2016 and 
Q1-2017 taking a wait and see approach for the President’s 
new policies, including tax reform and capital repatriation. 
Other factors that contributed to the slide include a 
continued low-growth North American economy and 
anticipated increases in borrowing rates forecast by the 
U.S. Federal Reserve. These items create uncertainty, 
which in turn reduces purchasers’ and vendors’ confidence, 
ultimately reducing transaction volumes and values. While 
the previously mentioned factors are currently creating a 
drag on M&A activity, there continues to be a number of 
circumstances that suggest optimism for M&A transactions 
values and volumes in 2017, including the large amount of 
available dry powder, bullish financial markets, potential U.S. 
policy reforms (e.g. a reduction of corporate regulations and 
taxes) and the possibility of a repatriation of USD cash. 
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Volume vs. price

Transaction volume in North America continued its downward 
trend in Q1-2017 with a 17.9% decrease over Q4-2016 levels 
and a 32.5% decrease over Q1-2016 levels. Both Canadian and 
American transaction volumes decreased in each of the last 
four quarters. American transaction volumes fell 28.6% across 
the previous 4 quarters while Canadian transaction volumes 
fell 29.8% across the same period. Comparing activity between 
the two countries relative to Q1-2016, American volumes fell 
by nearly 41.8%, while Canadian volumes were up 10.8%. The 
delta between the two countries’ transaction volumes relate to 
the price of oil bottoming out at $26.55 USD on January 20th, 
2016. Due to Canada’s reliance on the Alberta oil sands, this 
price shock had a significant impact on Canadian transaction 
volumes, driving down transactions in the first quarter of last 
year while the more diversified American market was not 
affected to the same degree.
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Cross-border activity

The table below dissects the quarterly transactions according 
to the geography of the purchaser and the target. Canadian 
companies continue to be active, with acquisitions of American 
companies by Canadian purchasers representing 8.3% of the 
total transactions volumes. This activity is the highest level it 
has been over the past 10 quarters and more than two times 
the average over that same 10 quarter period. Possible reasons 
for the increase include Canadian companies looking to 
take advantage of the arbitrage opportunity of selling in USD 
and producing goods in CDN. In 29.6% of North American 
transactions in Q1-2017, the purchaser was a Canadian company. 
Purchasers from outside Canada and the United States only 
account for 13.3% of the transactions while American purchasers 
represented 57.1% of transactions, which is the lowest it’s been 
over the last 10 quarters.

NORTH AMERICAN OVERVIEW - VOLUME VS. PRICE

CROSS-BORDER ACTIVITY

Canadian manufacturing M&A activity
An overview of M&A activity within the Canadian manufacturing 
sector is included below. Canadian manufacturing transaction 
data includes completed transactions under the manufacturing 
standard industry classification (SIC) codes, 20-39. From this 
initial database, BDO removed certain broad manufacturing 
verticals including food & beverage, pharmaceuticals and 
biotechnology (with the exception of healthcare equipment 
and tool manufacturing), and natural resources.

Within the relevant data set, a total of 9 manufacturing 
deals were completed in Q1 2017. Select deals have been 
highlighted below:

Apollo Health and Beauty Care Corporation and JemPak 
GK Inc. were acquired by Acasta Enterprises Inc. (TSX:AEF) 
on January 3, 2017 for approximately $390 million CAD 
and $135 million CAD, respectively. Apollo Health and 
Beauty Care Corporation manufactures and distributes private 
label and control label personal care products. JemPak GK 
Inc. develops, manufactures, and distributes laundry care and 
household cleaning products. Both companies are based in 
Concord, Ontario. Acasta is a private investment firm and views 
the combined entities as its private label consumer staples 
platform (1). Acasta management believes there are substantial 
industry-wide consolidation opportunities1 which could spur 
smaller tuck-in consumer staples manufacturing acquisitions.

Smart Technologies Inc. was acquired by Hon Hai Precision 
Industry Co., Ltd. (TSEC:2317) on March 31, 2017 for 
approximately $360 million CAD. Smart Technologies Inc. 
designs, develops, and manufactures interactive technology 
products including large-format displays and whiteboards. 
Smart Technologies Inc. was founded in 1987 and is 
headquartered in Calgary, Alberta.
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Robeez Footwear, Ltd. was acquired by McCubbin Hosiery, 
LLC on January 9, 2017 for an undisclosed amount. Robeez 
Footwear, Ltd. manufactures and supplies shoes and footwear 
for babies, infants, and toddlers. The company was founded in 
1994 and is based in Burnaby, British Columbia. 

Polar Window of Canada Ltd. was acquired by Morris 
Capital Management, LLC and Henry & Wallace, LLC 
on January 27, 2017 for an undisclosed amount. Polar 
Window of Canada Ltd. engages in the design, manufacture, 
and installation of windows and doors for homes in Western 
Canada. The company was founded in 1976 and is based in 
Winnipeg, Manitoba. 

CANADIAN MANUFACTURING: M&A DEAL ACTIVITY

*TTM Q1-17: “Twelve months ended March 31, 2017”
Source: S&P Capital IQ

Number of Transactions Number of Transactions - Q1 2017
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About BDO

BDO is one of the nation’s leading providers of assurance, 
accounting, tax, and advisory services. With strengths firmly rooted 
in the communities we serve, our professionals deliver highly 
individualized services informed by deep industry knowledge 
and nearly 100 years of experience working in local markets 
throughout the country. And with resources across Canada 
and around the world, BDO provides seamless and consistent 
cross-border services to clients with international needs. 

About BDO’s Manufacturing & Distribution Practice

BDO has extensive experience providing services to a broad 
range of clients in the traditional and emerging areas of 
manufacturing and distribution. With unique insights into 
your industry and access to first hand knowledge of trends 
and insights, we understand your business. Our international 
network of industry professionals has a wide range of financial 
and advisory expertise to provide global problem-solving 
capabilities and support your changing needs. 
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1. Source: Newswire Press Release (http://www.newswire.ca/news-releases/acasta-enterprises-inc-announces-proposed-acquisition-of-two-investment-platforms-and-launch-of-long-
term-private-equity-manager-600678371.html)
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