
Macro-economic indicators: Canada

Continuing pressure caused by NAFTA negotiations, international 
tariffs and rising household debt has resulted in less positive results 
for several of Canada’s broad indicators. 

XX In May the Bank of Canada held its policy interest rate at 1.25%. 
Conversely, the U.S. Federal Reserve increased interest rates by 
25 basis points from 1.75% to 2.00% in June. 

XX Expectations for Real GDP growth in Canada for 2018 were 
projected to slow from 2.2% to 2.0%, according to the Bank of 
Canada’s most recent April Monetary Policy Report. 

XX The S&P/TSX Composite Index rose to 16,277.73 by the end of 
the second quarter of 2018, a 5.9% increase since the close of 
Q4 2017. 

XX In the month of June, the Canadian economy added 32,300 
net jobs. This net increase in Canadian jobs followed losses of 
31,000 and 1,100 jobs in May and April, respectively. 

XX The Canadian dollar closed at 0.7603 USD at the end of Q1, 
representing a 2% decrease from the previous quarter. 

Food for thought

In the pursuit of improved financial performance or increased 
market share, company owners often entertain the idea of growth 
through strategic acquisition. A key to this style of growth is 
to garner opportunities that take advantage of “synergy,” the 
perhaps elusive concept used to explain value creation whereby 
the post-transaction value of two combined entities is greater than 
the sum of their parts. Beyond the most commonly considered 
transaction synergies including operating cost rationalization and 
improved buying power with suppliers, this issue of the quarterly 
update examines other potential synergies observed in the Food 
and Beverage industry. 

Expanded product portfolio

Many F&B transactions have been driven by larger, more 
established market leaders looking to fill product voids and/or add 
to existing product lines. Buyers will look to acquire products that 
complement or diversify their existing portfolio. From the buyer’s 
perspective, the addition of complementary products likely offers 
a customer base expansion as well as the advantages of added 
operational scale. Alternatively, acquiring a differentiated product 
or portfolio offers an alternative growth platform while diversifying 
and de-risking current revenues.

FOOD AND BEVERAGE

M&A QUARTERLY

Q2 2018 
www.bdo.ca/foodandbeverage

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

In the pursuit of improved financial performance or increased market share,  
company owners often entertain the idea of growth through strategic acquisition. 

https://www.bdo.ca/en-ca/industries/retail-consumer-business/food-and-beverage/


2 Food and Beverage: M&A Update, Q2 2018 | BDO  

On May 23rd, 2018, Saputo Inc. (TSE:SAP), a market-leading 
dairy manufacturing and distribution company headquartered 
in Montréal, Québec, announced the agreement to acquire 
Shepherd Gourmet Dairy Inc., a manufacturer of specialty 
cheese and yogurt products. This transaction will allow Saputo 
to deepen its product portfolio in the specialty cheese and 
yogurt market in Canada.

Brand positioning

Building a brand organically can take time and prove to be 
costly. Furthermore, developing new products and introducing 
them into the food and beverage world can be challenging 
because of existing customer and brand loyalty. As a result, 
buyers frequently look to acquire businesses that have 
developed and established brand names/shelf-positions.

On April 26th, 2018, Lassonde Industries Inc. (TSX: LAS.A) 
completed the acquisition of Old Orchard Brands, LLC, a 
US-based manufacturer of fruit juices and other beverages. 
Lassonde’s management team views the acquisition of Old 
Orchard as a vehicle for growth by leveraging Old Orchard’s 
established brand name in the Midwestern United States.

Distribution and sales network

A business with an entrenched customer base as well as an 
established distribution network, sales channel and sales 
strategy often represents an attractive target for strategic 
counterparts. By acquiring a company with these features, 
the buyer is able to access an established network to move its 
own products, while also acquiring an existing and sometimes 
growing stream of cash flows.

On May 3rd, 2018, Harvest One Cannabis Inc. (TSX-V:HVT), 
a medical and recreational cannabis provider, purchased 

Dream Water Products Canada Inc., a manufacturer of natural 
sleep remedies offered in liquid and powdered formats. The 
rationale for the transaction was Harvest One’s ability to access 
a ready-made consumer goods marketing and distribution 
network built by the Dream Water team.

Vertical integration

The relatively long supply chain underlying the food and 
beverage industry presents many opportunities for backward 
integration. This allows a buyer to better control margins and 
manage the supply of products.

On April 24th, 2018, La Coopérative Fédérée de Québec, a 
Québec-based producer and distributor of agricultural products, 
acquired Standard Nutrition Canada Co., a Western-Canada- 
based manufacturer of animal feed products. This acquisition 
will allow La Coopérative to bolster its growing manufacturing 
practice.

Acquisition of quota

Unique to the food and beverage industry are quota-motivated  
transactions. This would see a larger company acquire a smaller 
company in an effort to utilize an unused or underused 
production quota. 

Conclusion

Strategic acquisitions can vastly expedite growth if well thought 
out and executed in an effective manner. Owners looking to 
acquire or sell should ensure that they appropriately understand 
and articulate the rationale that would underlie a strategic 
transaction. Doing so is necessary for both parties to unlock the 
maximum amount of strategic value or synergies post-close, 
and can offer a guiding light to help see deals through to 
completion.



Strategic acquisitions can vastly 
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and executed in an effective manner. 

Selected Q2 2018—Canadian food & beverage transactions

An overview of M&A activity within the Canadian food & 
beverage sector is included below. A total of 24 food and 
beverage deals were either closed or announced in Q2 2018. 
Canadian food and beverage businesses continue to be active 
buyers of both domestic and international companies, as well 
as attractive acquisition targets for foreign buyers. Five selected 
deals have been highlighted below.

Highlighted deals

Lassonde Industries Inc (TSX:LAS.A) acquired Old Orchard 
Brands, LLC for approximately US$160.0 million on April 26, 
2018. Old Orchard Brands, LLC is a family owned juice and 
beverage company based in Sparta, Michigan. 

Old Tomorrow Ltd. acquired Double Trouble Brewing Co. on 
May 3, 2018. Double Trouble Brewing Co. is a contract brewing 
company, offering quality craft beers with innovative flavours to 
consumers.

Saputo Inc. (TSX:SAP) entered into an agreement to acquire 
Shepherd Gourmet Dairy (Ontario) Inc. for C$100 million on 
May 23, 2018. Shepherd Gourmet Dairy is a modern cheese and 
yogurt-production facility located in St. Mary’s, Ontario, using 
traditional methods to craft sheep, goat and cow’s-milk feta and 
sheep-milk ricotta and yogurt. The newest product is Canada’s 
first SKYR Icelandic-style yogurt.

Olymel L.P. agreed to acquire Pinty’s Delicious Foods Inc. 
on June 14, 2018. Pinty’s Delicious Foods Inc. is an Ontario 
poultry slaughtering and processing company, headquartered 
in Burlington, Ontario. Pinty’s specializes in premium fresh and 
frozen chicken products and is recognized as a leader within the 
retail and food service industry.

Maple Leaf Foods Inc. (TSX:MFI) entered into a definitive 
agreement to acquire select poultry assets from Cericola 
Farms on June 28, 2018. Select poultry assets include two 
poultry plants and associated supply from Cericola, located in 
Bradford, Ontario, and Drummondville, Quebec. Cericola Farms 
is a family farm committed to raising natural chicken products 
that are organic, antibiotic free, raised on an animal by-product-
free diet.
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Note: The above deal activity charts present the number of deals involving Canadian 
targets, Canadian buyers, or both a Canadian target and a Canadian buyer.
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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 FOOD AND BEVERAGE PRACTICE

At BDO, we know how critical it is to build and protect your 
brand, as well as to take advantage of new developments in 
innovation and technology. Our professionals understand 
the varying priorities and concerns for food and beverage 
organizations in Canada. As a leader in serving the food and 
consumer products subsector, we help clients grow their 
revenue in new markets, build their brands, and control costs to 
maximize profitability. 
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